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Abstract

This study investigates how Environmental, Social, and Governance (ESG) performance moderates the
relationship between audit committee characteristics and financial reporting quality (FRQ) among
Chinese listed firms. Drawing on agency theory, stakeholder theory, transparency theory, legitimacy
theory, and the resource-based view, the research explores whether audit committee independence and
financial expertise enhance FRQ and whether these effects are strengthened by superior ESG
performance. Using panel data from 97 Chinese firms spanning 2017–2023, the study applies Feasible
Generalized Least Squares (FGLS) and moderated regression analysis to examine these interactions. The
results reveal that both audit committee independence and expertise positively affect financial reporting
quality. Moreover, ESG performance significantly amplifies these relationships, suggesting that firms
with robust ESG engagement provide a more transparent and disciplined environment that allows audit
committees to exercise stronger oversight. These findings emphasize that ESG performance operates not
merely as an external disclosure tool but as a reinforcing internal governance mechanism. The study
contributes to the literature by integrating ESG into the governance–reporting framework and by
offering evidence from an emerging market context. Practical implications highlight the importance for
regulators, investors, and firms to align ESG initiatives with corporate governance strategies to enhance
financial transparency and accountability.
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