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The Impact of Affiliated Business Group’s Integration
Strategy and Earnings Management on ESG

Abstract: The objective of this study was to investigate whether affiliated business groups with
different integration strategies display different earnings management behaviors and whether it
impacts the ESG strategies implemented by the business groups. This study aimed to understand
whether the ESG efforts of affiliated business groups are based on a vision for sustainability and a
desire to develop lasting interactive relationships with society or serve as a tool to conceal the
management’s manipulation of earnings. This study employed information on affiliated business
groups in Taiwan between 2015 and 2020 from China Credit Information Service, Ltd., as study
samples. Discretionary accruals and real earnings management were also included in the analysis, and
the TESG Sustainable Development Index was used to quantify ESG performance. The empirical
results of this study showed that vertically integrated business groups displayed poorer ESG
performance than horizontally integrated business groups. Interestingly, further inclusion of earnings
management interaction terms revealed that vertically integrated business groups were less likely to
manipulate earnings using discretionary accruals and instead more likely to engage in real earnings
managements. Furthermore, to cover up their earnings management behaviors, they became more
actively involved in ESG and presented better ESG performance, particularly in the environmental and
social aspects. It is hoped that the empirical findings of this study can provide researchers with more
details to consider in future research regarding the different earnings management behaviors and ESG
implementation strategies of affiliated business groups with different integration strategies.

Keywords: affiliated business groups, integration strategies, discretionary accruals, real earnings
management, ESG performance behavior
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Mandatory climate risk disclosure is related to stock prices -
ESG performance

Abstract: The disclosure of climate risk information is an extremely important issue for enterprises
with sustainable operation. The results of this study find that when the government mandates the
disclosure of climate-related information, there is a significant impact on company stock prices. There
is a positive relationship between corporate disclosure of climate risk information and stock price.
This shows that under the company's climate risk information disclosure, investors are more inclined
to hold a positive view on the stock market reaction. In addition, mandatory climate information
disclosure shows that a company's ESG performance has a significant relationship with the company's
stock price. Companies with poor ESG performance have a positive relationship with stock prices.
This result shows that the promotion of government policies will prompt companies to disclose
relevant information in disclosure to climate risks and opportunities, allowing investors to obtain more
information to evaluate investment targets. Therefore, under the mandatory disclosure of climate risk
information, investors will pay more attention to potential climate risks and opportunities, which
invisibly increases the company's stock price.

Keywords: TCFD, climate risk disclosure, ESG, stock price
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Does Chief Corporate Governance Officer Influence the Corporate
Board Operation?

Abstract: The Taiwan government administrative office began to require listed firms to appoint
a chief corporate governance officer (hereinafter referred to as CCGO) to increase corporate
governance outcomes and promote board operations in 2018. This study investigates the
effect of CCGOs on board operations of Taiwan listed firms from 2018 to 2020. The empirical
results show that CCGOs are positively associated with board meeting frequency, director
continuing training hours, and corporate governance rating, meaning that the CCGOs increase
the board operation. However, this study finds that CCGOs with an accounting background
(CCGOs-duality) are negatively associated with board meeting frequency (corporate
governance rating). Specifically, this study provides evidence that CCGOs play a role in board

operations.

Keywords: corporate government, chief corporate governance officer, board operation
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Do the Legitimate and Expert Powers of Audit Partners
Improve the Comparability of Financial Statements? From
the Perspective of Audit Fee Premiums

Abstract: The objective of this study was to investigate the influence of auditors with unique
reputations and status (legitimate power and expert power) in auditing firms on the comparability of
financial statements. Publicly traded companies between 2011 and 2021 in Taiwan were observed to
determine whether auditors with power relationships and higher audit fee premiums increase the
comparability of financial statements. The empirical results indicated that the financial statements of
companies audited by auditors with legitimate power and expert power had significantly higher
comparability. However, when the interaction term of auditors with power relationships and audit fee
premiums was taken into account, only lead audit partners with expert power could significantly
increase the comparability of financial statements. This means that the impact of power relationships
on financial statement comparability varies with the type of power relationship. This study examined
the power roles of auditors in auditing firms in an attempt to understand differences in audit quality
from a different perspective. It is hoped that the empirical findings of this study can provide
companies with reference for auditor appointments and can fill in gaps in literature on the influence of

the personal traits of auditors on audit quality.

Keywords: Financial statement comparability, legitimate power, expert power, audit fee premiums
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The Impact of CEO Overconfidence on Audit Fee : The
Moderating Effect of Corporate Governance

Abstract : This study aims to examine the relationship between CEO overconfidence and audit fees,
and the moderating effect that corporate governance has on such relationship. The CEO
overconfidence in the study is measured by capital expenditure change. The corporate governance in
the study is measured by the characteristics of the board of directors and the characteristics of the audit
committee. This study uses data of public companies from 2010 to 2021. The results reveal that related
CEO overconfidence have a significantly positive effect on audit fees, while the companies with better
corporate governance demonstrate intensely positive effect. When the CEO is overconfident, the
auditor will increase the audit fee in order to cope with the high risk. However, if the company's board
of directors and audit committee operate effectively, it can reduce the high risks brought about by
overconfidence, but it will also lead to higher audit fees. In addition, this study finds that the
moderating effect of the board of directors is better than the audit committee. The number of board
meetings, the independence of the board of directors, the size of audit committee and the number of

audit committee meetings are significantly positively correlated with audit fees.

Keywords : CEO overconfidence, audit fee, board of directors, audit committee
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Auditor’s Risk Attitude and Accounting Conservatism:
The Perspective of Business Life Cycle Stages

Abstract : This study uses the Z-Score average of the auditor's client portfolio as a proxy for
the auditor's risk attitude to explore the relationship between auditor risk attitudes and
accounting conservatism. The study also examines whether the stage of the business life cycle
affects the relationship between auditor risk attitudes and accounting conservatism as a
moderating variable. The empirical results show that regardless of whether the auditor's risk
attitude is measured based on the accounting firm, the first auditor, or the combination of the
first and second auditor, there is a significant positive correlation between the auditor's risk
attitude and accounting conservatism. After incorporating the business life cycle as a
moderating variable, the study found that compared to mature companies, if a company is in
the growth or stagnation phase, it will enhance the positive relationship between conservative
auditor risk attitudes and accounting conservatism.

Keywords: Accounting conservatism, Auditor risk attitude, Corporate life-cycle stages
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The Value Relevance of Contract Labilities (Unearned
Revenue): Evidence from Pre-and Post- IFRS15 Adoption
in Taiwan

Abstract: On January 1, 2018, Taiwan adopted International Financial Reporting Standard 15
(IFRS 15) “Revenue from Contracts with Customers”. New account “Contract Liabilities”
was created following the adoption of the IFRS 15. This new account name was labeled
"Unearned Revenue" before the adopting IFRS 15.

Based on the Ohlson valuation model (1995), this research utilizes a sample of listed
company from pre- and post-IFRS 15 adoption in Taiwan. The empirical results show that
contract liabilities (unearned revenue) on the balance sheet are value- relevant. The
valuation coefficient of contract liabilities (unearned revenue) is negatively related to the
market value of firms’ equity. Secondly, the empirical results show significant difference
between the valuation coefficients of contract liabilities (unearned revenue) and of other
liabilities. Although the two elements debt, contract liabilities (unearned revenue) and other
liabilities, are negatively correlated to the market value of equity, investors seem to be able
to recognize the difference between the natures of the two debt components, and give a
significantly less negative valuation to contract liabilities (unearned revenue) than to other
liabilities. Lastly, the valuation coefficients of contract liabilities under IFRS 15 and the
valuation coefficient of unearned revenue under IAS 18 and other standards are both
negative. In addition, there is a significant difference between the valuation coefficient of
contract liabilities and the valuation coefficient of unearned revenue. These results show
that the contract liabilities and unearned revenue are similar in nature. However, the
adoption of IFRS 15 may affect the timing and measurement of revenue and therefore,
results in different valuation coefficients to contract liabilities and unearned revenue.

In addition, the empirical results using sample from the semiconductor industry (one
of the industries that are most affect’ed by the adoption of the IFRS 15 in 2018) show that
the valuation coefficients of contract liabilities and unearned revenue are both positively
correlated to the market value of equity. This result is consistent with Bauman (2000),
which found unearned revenue has the meaning of economic assets and be positively
correlated to the market value of equity using sample from the publishing industry. Due to
the supply and demand characteristics of the semiconductor industry, although contract
liabilities and unearned revenue are still liabilities in nature in that they both stand for the
obligation to transfer economic resources to other party, yet, investors seem to regard
contract liabilities and unearned revenue as economic assets, which reflect the expected
increase in the firms’ product demand and the future revenue. Therefore, contract liabilities
and unearned revenue are both positively correlated to the market value of equity for the
samples from the semiconductor industry.

Keywords: international financial reporting standard 15 (IFRS 15), contract liabilities,
unearned revenue, value relevance, semiconductor industry
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The Information Content of Key Audit Matters
Characteristics: Evidence from Taiwan

Abstract: This study examined the information content of three characteristics (uniqueness, change,
and specificity) of key audit matters (KAMs) from the perspectives of earnings response coefficients
(ERC) and value relevance. Using data from non-financial companies listed (OTC) in Taiwan from
2016 to 2021, from the ERC perspective, the empirical results indicate that KAMs’ uniqueness and
change weaken the relationship between net income and cumulative abnormal returns, suggesting that
investors view KAMs as a risk signal, and uniqueness is the most stable finding. From the perspective
of stock price valuation, KAMSs’ uniqueness, change, and specificity all weaken the value relevance of
earnings per share but enhance the value relevance of equity book value. Therefore, regardless of the
ERC or value relevance perspective, KAMs reduce the information content of earnings. This study
also finds that the more frequent the financial statement footnote mentioned in KAMs, the weaker
positive relationship between net income and cumulative abnormal returns. Additionally, the study
divides research period into two groups: the early period of the implementation of the extended audit
report (2016-2018) and the recent period (2019-2021). Our finding shows that investors' concern about
KAMs shifts from comparing the uniqueness and change of the two sets of information to focusing on

the specificity of a single information content.

Keywords: key audit matters; cumulative abnormal returns; earnings response coefficient; stock price

valuation
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Study of the Association among Ownership Structure,
Directors’ Shareholding and Auditors’ Reporting of Key
Audit Matters

Abstract: This study intends to understand that the impact of ownership structure on key audit items
when implementing a new type of audit report.

Our research investigates the influence of controlling shareholders, directors as well as supervisors,
and foreign shareholding ratios on the number of key audit matters in the ownership structure. The
study also extended the empirical period to multiple years to test the relevance of the ownership
structure to the classification of key audit matters for repeated disclosures. Empirical results show that
the higher the shareholding ratio of controlling shareholders, directors and supervisors, the fewer the
number of key audit matters issued by auditors. In addition, during the multi-year observation period,
the higher the proportion of foreign shares held by the accountant, the number of key audit matters
related to "income" and "evaluation and impairment" will be less frequently disclosed by the auditor,
and the key audit matters related to "other issues" will increase. It can be seen that the ownership

structure is an important factor for auditors to issue key audit matters.

Keywords: key audit matters, ownership structure, corporate governance
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Exploring the impact of COVID-19 on real earnings management
from a supply chain perspective

Abstract: This study inspects the impact of COVID-19 on real earnings management (REM) from the
supply chain perspective, observing the relationship between the company's important stakeholders,
suppliers, and customers. Using a sample consisting of 5748 observations from 2018 to 2021, we
adopt Roychowdhury's (2006) method as the measurement of REM.

The empirical results of the study found that the supply chain has a disruption problem, managers will
not necessarily reduce REM during COVID-19 However, DA is significant among the control
variables, showing that DA was increasingly employed during COVID-19 compared with the past. As
a result, the adoption of REM has not been reduced during COVID-19, however, the accrual earnings
management behavior has increased.

Furthermore, under the circumstances affected by COVID-19, it is found that when related parties’
sales increase, the abnormal operating cash flow will decrease, which means that excessive sales
discounts are provided to related-parties customers by companies to induce customers to advance

payments. Therefore, earnings will be reduced and earnings managed downward.

Keywords: supply chain, COVID-19, real earnings management, earnings management
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The Effect of Managerial Overconfidence on Investment
Decision

Abstract: This study examines the impact of managerial overconfidence on investment decisions.
Two proxy variables are used to measure managerial overconfidence, including an increase in the
number of shares held by top managers (MOC1) and a composite index of managerial overconfidence
(MOC2). Investment decisions are categorized into four types, including capital investment,
innovative investment, overinvestment, and underinvestment. The sample consists of 26,389
observations from 2000 to 2021 for Taiwan-listed and over-the-counter companies, excluding financial
industries, with a total of 22 sample years. Hypothesis testing is conducted using regression models.
The study finds that managerial overconfidence increases capital investment and has a partially
significant positive effect on innovative investment. Additionally, managerial overconfidence mitigates
underinvestment and has a partially significant positive effect on overinvestment.

Keywords: managerial overconfidence, investment decision, behavioral finance, innovative
investment, investment efficiency
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Using Explainable AI Technology to Explain the Factors Affecting
Audit Report Lag

Abstract: This article takes a total of 11,634 samples of listed companies in Taiwan from 2014 to 2021
as the research object. The purpose is to train a model with higher accuracy through XGBoost to find
out the more accurate relationship between the variables used in this article and the audit report time
delay (ARL). Then use the SHAP (SHapley Additive exPlanation) interpretation framework of
interpretable artificial intelligence technology to analyze the model results. After observing the
original value of each variable and its SHAP Values, it is found that the earnings news type variable of
net profit change shows that when the company's net profit after tax in the current year is higher than
the net profit after tax in the previous year, it is easy to increase ARL. The variable of changing
accountants shows that the company must change two accountants at the same time to increase the
ARL. This paper proves that the use of XGBoost training model plus SHAP interpretation model
results can better understand the determinants of ARL. It is found that in previous studies related to
ARL, most of the variables used have a nonlinear relationship with ARL.

Keywords: audit report lag, machine learning, explainable Al technology
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Using Transfer Learning Technology to Construct a Financial
Warning Model for Private Universities and Colleges

Abstract: Taiwan already has a warning mechanism in place for private universities and colleges
exiting, but the financial condition standards in the current principles are insufficient, as evidenced by
six schools exiting from 2014 to 2021. Providing financial information in advance for warning is
crucial. This study aims to establish a basic company model using a multilayer perceptron, construct a
financial warning model for private universities and colleges using transfer learning techniques, and
evaluate its performance through indicators to assess whether it is in a financial crisis. The study
integrates literature variables related to continuing operating doubts to build a basic company model,
and uses transfer learning to construct the financial warning model, with feature extraction performed
by freezing layers from the front or back.

Results show that transfer learning feature extraction in the first layer, with the remaining layers
using weight initialization, can correctly classify all test set samples and outperforms self-trained
models. Front-to-back feature extraction models outperform back-to-front models. The study
contributes to establishing a financial warning model for private universities and colleges using
transfer learning techniques despite a lack of samples.

Keywords: transfer learning, private universities and colleges, financial warning model,

going-concern
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The Changing Role of Professional Accountants: Evidence from
Taiwan

Abstract: This study investigates factors that affect the role of professional accountants in the digital
era. By collecting survey data from the Big 4 CPA firms in Taiwan, we examine how digital
transformation in audit procedures and audit clients’ accounting systems, and the importance attached
to ESG activities (environmental, social, and corporate governance) have influenced the role of
professional accountants in Taiwan. The empirical evidence shows that all three of these factors have
affected the role of professional accountants. Overall, the results suggest that future professional
accountants must respond to such developments and impacts due to significant changes in the business

environment.

Keywords: digitization, ESG activities, the role of professional accountants
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The Impact of Compensation Gap on Employee Retention

Abstract: This study focused on the correlation between compensation gap and employee retention,
using Taiwan's listed and over-the-counter(OTC) companies from 2019 to 2021 as research samples.
The article categorized salary gaps into vertical and horizontal Compensation Gap. Vertical
Compensation Gap refers to the difference of compensation between top management and grassroots
employees, while horizontal gaps refers to the difference of compensation between grassroots
employees and those from the same industry. Empirical results showd that when companies are willing
to offer higher salaries to top management compared to grassroots employees, it can generate an
incentive effect whieh significantly reduces employee turnover. Additionally, it was found that when
companies offer higher salaries to grassroots employees compared to their counterparts in the same

industry, it reduces employee turnover.

Keywords: vertical pay disparity, horizontal pay disparity, employee turnover
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