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The role of internal and external certification mechanisms

in seasoned equity offerings
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5. Conclusions

SEC began to introduce shelf registration in 1982. Although shelf registration allows issuers much
more flexibility in their securities issue process and seems to have lower issue costs, few firms used
shelf registration during the 1980s. Yet the 1990s sees a dramatic revival of the use of shelf registra-
tion. Another offering method, accelerated offering has also been gaining popularity since 2000. The
main obstacle that discouraged issuers from utilizing shelf or accelerated offerings in the past is the
under-certification by underwriters resulting from inadequate due diligence. The significant increase
in the use of shelf registration and accelerated offering suggests that issuers must have found a way
to overcome the under-certification problem. Giving the fact that firms have been paying increasing
attention to corporate governance over the last two decades and given the effectiveness of sound gov-
ernance in reducing agency costs and information asymmetry, we hypothesize that internal corporate
governance may serve as an alternative certification device and allow issuers with strong governance
to overcome the under-certification problem and take advantage of shelf and accelerated offerings.
Using a panel dataset of US SEOs, we find evidence that supports our conjecture. In particular, firms
with better internal governance quality are more likely to use shelf registration or accelerated offering.
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