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Restatement Contagion of Public Companies with Interlocked Shareholders

LIU Jian', LIU Chun-Lin', YIN Feng’
(1. School of Busines, Nanjing University, Nanjing 210093, China;
2. School of Accounting, Shanghai University of International Business and Economics, Shanghai 201620, China)

Abstract: This research explores the contagion possibility of financial restatement in the social network of shareholders
from the perspective of interlocked shareholders. It finds that interlocked shareholders can prevent the financial restatement of
interlock companies to some extent when they become shareholders of the next company, but the restatement possibility of the
interlocked companies increases significantly if the interlock occurs before the restatement. Logistic Regression shows that the
possibility of restatements is significantly related to the existence of interlocked shareholders. This research provides not only a
new perspective to study the financial restatements from the behavior aspects of the shareholder’s network, but also a new
method to deal with the financial restatements of the public companies.

Key words: fiancial restatements; social network; interlocked shareholders; contagion mechanism
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