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The Impact of Internal Control Weakness on Earnings
Management : The Moderating Effect of Family Firms

Abstract: There were numerous studies on the impact of internal control weakness on earnings
management, but few have explored this within the context of family firms. Hence, one of the aims of
this study is to investigate whether family firms, as the moderating variable, enhance or suppress the
effect of internal control deficiencies on earnings management. Taiwanese listed companies from 2002
to 2023 as a sample to examine the above relationship. Empirical results reveal that companies with
internal control weakness tend to manipulate accruals-based earning management rather than real
earnings management. Moreover, Taiwanese family firms are capable of suppressing both

accrual-based and real earnings management driven by internal control weakness.

Keywords: internal control weakness, family firm, accruals-based earnings management, real

earnings management
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Do Different Assurance Service Organizations Affect ESG
Performance ? Perspective on the Audit Partners with
Power Relationships

Abstract: This study aims to explore whether the ESG assurance institutions selected by enterprises
(other certification units, Big Four accounting firms and non-Big Four accounting firms) will affect
enterprises’ ESG performance. Furthermore, this article also examines whether the audit partnerns
with power relationships (legitimate and expert power) have different effects. The empirical results
show that compared with the Big Four and non-Big Four accounting firms, companies that appoint
other verification units have significantly higher ESG performance. The possible reason is that the
criteria used by accounting firms to judge sustainable performance are relatively strict. Additionally,
when observing the characteristics of audit partnerns, we find that companies audited by auditors with
expert power will have significantly higher ESG scores. Moreover, a higher earnings response
coefficient shows that investors in the capital market trust the assurance and information provided by
the accounting firms more. Through the empirical findings of this article, we hope to provide local
empirical evidence that individual accountant characteristics and selection of different assurance

providers are important factors which affecting corporates’ ESG scores.

Keywords: ESG, sustainability report assurance, assurance providers, audit partners with power,
relationships, earnings response coefficients
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Does Board Diversity Affect ESG Performance?

Abstract: This study aims to investigate whether board diversity Affect the ESG performance of
corporations, using listed companies from 2018 to 2022 as the research subjects. The focus of the
study is on board members, given their pivotal role in corporate decision-making and the potential
impact of their diverse characteristics on strategic directions. Therefore, the board's diversity is
categorized based on member characteristics into relationship-oriented and task-oriented, with
weighting applied to differentiate their impact on ESG performance more clearly. The empirical results
reveal that boards with higher relationship-oriented diversity have a negative impact on ESG
performance, while those with higher task-oriented diversity exhibit a positive impact. Furthermore,
the findings from the weighted diversity scores differ from the expected outcomes, indicating the
necessity of careful consideration of board diversity, balancing individual traits and professional

capabilities, to ensure a positive influence on corporate performance.

Keywords: board diversity, relationship oriented diversity, task oriented diversity, ESG
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The Impact of ESG Ratings on Corporate Performance:
Evidence from the Financial and Insurance Industry

Abstract: This study uses data from 36 companies in financial and insurance industry (including
financial holdings and listed banks and insurers) from 2015 to 2022 to explore the impact of
Environmental, Social and Corporate Governance (ESG) ratings on corporate performance in the
financial and insurance industry, and to further examines the moderating effect of financial holdings
on ESG and corporate performance.The research results show ESG overall ratings have no significant
impact on corporate performance. The environmental rating has the effect of promoting corporate
performance, but the corporate governance rating has a negative impact on corporate performance. On
the other hand, financial holding has a moderating effect on social responsibility and corporate
governance rating between corporate performance. The results have important management
implications, which are beneficial to promote the ESG rating and corporate performance, and can
provide references for formulating business strategies for ESG related to financial and insurance sector

and for competent authorities to promote ESG.

Keywords: environmental, social responsibility and governance (ESG) rating, corporate performance,

financial and insurance industry
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The Impact of Green Finance on the Performance of Banks

Abstract: This study examines the impact of green finance on bank performance. Using data from
Taiwanese banks from 2017 to 2022 as the sample, relevant disclosures regarding green finance
activities were manually collected from the sustainability reports of these banks. Green finance,
including green financing, green bonds, green investments, and green consumer finance, was
assessed based on the disclosure content in these four dimensions of sustainability reports, using
content analysis methodology to measure the amount of implementation of green finance by
companies. The amounts were then proportionally scaled to serve as the basis for measuring green
finance. Empirical results indicate that green financing has a significant positive impact on
Tobin’s Q and net interest margin, while exhibiting a non-linear, inverted U-shaped relationship
with return on equity (ROE). Initially, green financing positively affects ROE upon
implementation, but after reaching a certain level, it yields negative effects. Green bonds show a
non-linear, U-shaped relationship with Tobin’s Q and net interest margin. Initially, they negatively
impact these two performance indicators upon issuance, but after reaching a certain level of
issuance, they become positively correlated with performance. Finally, green investments and

green consumer loans show no significant impact on any performance indicators.

Keywords: green finance, sustainability, corporate social responsibility, bank performance
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Investigating the Relationship between Adjustments in
National Health Insurance Co-payment, Hospital
Capacity, and Financial Performance

Abstract: This study examines the relationship among increased copayments, hospital service
volume, patient complexity, and hospital financial performance. Utilizing regression models, the
impact of raising copayments on hospital service volume, patient complexity, and financial
performance was investigated. The empirical results indicate that while increased copayments have no
significant effect on hospital service volume or financial performance, they do significantly impact
patient complexity. In summary, although adjusting copayments does not alter the service volume
across different levels of hospitals, evidence suggests that increased copayments enhance the
complexity of conditions treated at medical centers. This supports the goal of copayment adjustments
in directing patient flow by increasing the complexity of cases presented for treatment, indicating a
stratification in healthcare utilization based on the severity of conditions rather than the volume of

services provided.

Keywords: co-payment adjustment, hospital service volume, financial performance, patient

complexity, national health insurance
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The Impact of Fair Value Hierarchy on Financial Statement Quality

Abstract : Past research has indicated that adopting International Financial Reporting Standards (IFRS)
enhances the comparability of financial statements among companies and improves earnings quality.
Consequently, there is an increase in analyst coverage. Additionally, earnings information in financial
statements exhibits a higher predictive ability for future earnings. Hence, accounting figures in financial
statements are deemed value-relevant for firm valuation. On the other hand, since IFRS is considered a
principles-based standard, it allows more discretion to managers, thus reducing the reliability of accounting
information. Particularly under IFRS regulations, the disclosure of fair value of assets in consolidated
financial statements inevitably leads to volatility in accounting figures. Our country fully adopted IFRS in
2013 and subsequently adopted it on a number-by-number basis, and stipulated that the measurement and
disclosure of fair value should comply with IFRS 13 "Fair Value Measurement," which categorizes inputs
used to measure fair value into three levels, aiming to disclose the reliability of assets and liabilities
measured at fair value. Therefore, the first research objective of this study is to investigate the impact of the
three levels of fair value of assets and liabilities on the value relevance of financial statements after
adopting IFRS 13; the second research objective is to explore the impact of the three levels of fair value of
assets and liabilities on the comparability of financial statements after adopting IFRS 13. The research
findings reveal that the first and second levels of fair value information are more value-relevant than the
third. However, the first and second levels of fair value information exhibit a negative relationship with the
comparability of financial statements. In contrast, the third level of fair value information shows no
significant relationship with the comparability of financial statements.

Keywords : IFRS 13, value relevance, financial statement comparability
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Do the Integration Strategies and Governance Types of
Affiliated Business Group Have Different ESG Performances?

Abstract: This study aims to examine whether a affiliated business group’s integration strategies (horizontal
integration, vertical integration) will affect their ESG performance and further observe the impact of
governance types (single-family dominance, professional manager governance). Empirical results reveal that
compared to horizontal integration, business group with vertical integration are less focused on ESG
development. Additionally, when business group are dominated by a single family, there is a significant
negative correlation with ESG performance, indicating that family-controlled business group are less inclined
to develop ESG activities. However, when business group are governed by professional managers, they are
committed to engaging in ESG-related activities. Furthermore, this study further observes the interaction
between business group’s integration strategies and governance types. The result shows that vertically
integrated and single-family-dominated business group have a significant positive correlation with ESG
performance, suggesting that vertically integrated family businesses, comprising many upstream, midstream,
and downstream enterprises, tend to develop ESG activities to provide stakeholders and information users
with more complete and better ESG information. On the other hand, vertically integrated business group with
professional manager governance exhibit a significant negative relationship with ESG performance. It is
hoped that the empirical results of this study can provide empirical evidence for the literature on the choice of
business group’s integration strategies and governance types, which can influence corporate ESG
performance, and also provide different directions for future related research.

Keywords: ESG -~ affiliated business group, integration strategy, governance type
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ESG Imitation Behavior of Subsidiaries of Affiliated Business
Group: Perspective on the Different Integration Strategy

Abstract: This study aims to investigate whether there is imitation behavior in ESG implementation strategies
among different affiliated business groups and whether it affects corporate ESG performance. Using publicly listed
affiliated business groups provided by CRIF as the research sample, this study employs the TESG Sustainability
Development Index scores as the basis for measuring ESG. The empirical results reveal that when imitation
behavior exists in the ESG strategy of affiliated business groups, it significantly negatively affects ESG
performance, indicating that ESG performance development through imitation behavior is not optimal. Additionally,
compared to horizontal integration, vertical integration of affiliated business groups also shows a significant
negative relationship with ESG performance, suggesting that vertically integrated groups, which tend to mitigate
risks, are less willing to undertake the risks associated with implementing significant ESG policies. However, upon
further examination of the interaction effects between integration strategies and imitation behavior, it is found that
ESG performance is significantly positively correlated with the social and governance dimensions. Lastly, no
significant empirical results were found regarding the relationship with the environmental dimension, indicating
that sustainable development in the environmental dimension of affiliated business groups cannot be achieved
through imitation behavior among these groups. It is hoped that the empirical results of this study will fill the gap in
the literature on ESG imitation behavior among affiliated business groups under different integration strategies and
provide indigenous evidence for affiliated business groups regarding ESG performance.

Keywords: affiliated business groups, integration strategy, imitation behavior, sustainable development, ESG
performance
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Affiliated Business Groups’ ESG Performance, Tax Avoidance
and Value Relevance: Perspective on Different Integration
Strategy

Abstract: This study aims to investigate whether the level of tax avoidance affects the ESG performance of
affiliated business groups, and the impact of ESG implementation and the multiplier of tax avoidance on value
relevance. The research also investigates the influence of integration strategies, and examines whether findings
differ among companies in vertical and horizontal integration strategies. Empirical results show that when the tax
avoidance level of affiliated business groups is higher, they exhibit better ESG performance in the social and
governance dimensions. Additionally, compared to horizontal integration, vertical integration coupled with higher
tax avoidance levels is significantly positively correlated with ESG performance in the social and governance
dimensions. Notably, the study finds no evidence that tax avoidance enhances performance in the environmental
dimension, indicating that tax savings may not contribute to the resources required for environmental performance.
In terms of outcomes related to value relevance, the results show a significant positive relationship between
governance performance and the multiplier of tax avoidance . Moreover, it has been observed that affiliated
business groups can mitigate the negative perception associated with tax avoidance through enhanced corporate
governance activities. It is hoped that the empirical findings of this study will provide evidence on the impact of tax
avoidance behavior on ESG performance for affiliated business groups in Taiwan.

Keywords: business group, ESG, tax avoidance, value relevance, integration strategy
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The Impact of Controlled Foreign Company Rules on
Corporate Stock Price and Investment Decision

Abstract: The purpose of this study is to examine the effects of the Controlled Foreign Company
Rules (CFC Rules) on corporate stock prices and investment decisions. The empirical results indicate
that companies with more subsidiaries in low-tax countries and regions, as well as companies with
lower tendencies to repatriate dividends from overseas, have more negative market reactions during
the event days of CFC Rules. Additionally, the results show that companies with lower tendencies to
repatriate dividends from overseas and companies with more tax planning opportunities in low-tax
countries and regions are more likely to reduce their investment proportions in those areas in the year
prior to the implementation of the CFC Rules. This paper's results indicate that the repatriation
tendencies and the difference in taxation between Taiwan and low-tax countries and regions are

important factors that influence foreign investment after the implementation of the CFC Rules.

Keywords : controlled foreign company rules, low-tax countries and regions, overseas investment
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The Association Between ESG and Abnormal Returns: the
Case of Taiwan’s Semiconductor Industry Supply Chain

Abstract: Environment, society, and governance (ESG) has emerged as a prominent issue in recent years
with global efforts focused on achieving each country’s net-zero emission goals. Taiwan has set its own
target for 2050. Consequently, the Financial Supervisory Commission (FSC) is dedicated to promoting
relevant policies to assist businesses in attaining sustainable objectives.

Taiwan’s semiconductor industry features a comprehensive supply chain. Each segment of the
semiconductor supply chain, including upstream, midstream, and downstream, is impacted by their
implementation. Therefore, this research examines ESG practices in Taiwan’s semiconductor industry
supply chain, using abnormal returns to observe the market reactions throughout it after the implementation
of ESG policies.

The research period for this paper spans 2021 to 2023. Empirical results indicate a positive market response
to ESG practices among upstream semiconductor manufacturers. Data from 2022 show a positive market
reaction to ESG implementation in this, yet discrepancy in data expectations from 2021 and 2023 is
attributed to variations in the data’s measurement criteria, leading to fluctuations in ESG scores. This paper
offers insights for government and financial regulatory authorities in policy formulation and setting ESG

measurement criteria as well as to help them motivate and encourage corporations to adopt ESG strategies.

Keywords : ESG, abnormal return, semiconductor industry
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The Study of Cash Dividend and Profitability for Listed
Companies in Taiwan: The Moderating effect of Corporate
Life Cycle and Cash Holdings

Abstract: The effect of corporate profitability on cash dividend payouts has yet to yield consistent
empirical results. Therefore, this study re-examines the relationship between these two factors using
data from Taiwanese listed companies from 2008 to 2022. Additionally, it investigates the moderating
effects of corporate lifecycle and cash holdings on the relationship between profitability and cash
dividends. The research results indicate that as profitability is higher, companies tend to distribute
more cash dividends. Additionally, both the corporate lifecycle and cash holdings exhibit moderating
effects on this relationship. The study also finds that companies in the decline stage tend to distribute
more cash dividends when profitability is higher compared to companies in the growth and maturity
stages. Furthermore, when cash holdings are high and profitability is good, companies in the decline
stage still tend to distribute more cash dividends. These empirical findings contribute to the existing

literature on dividend policy and provide valuable insights for investment decision-making.

Keywords: profitability, cash dividends, corporate life cycle, cash holdings
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Can ESG reduce the cost of debt and equity capital of a
company? A corporate life cycle perspective

Abstract: This article aims to explore whether the performance of companies in executing ESG-related
activities can effectively reduce the cost of debt and equity capital. This study focuses on Taiwan-listed
companies from 2015 to 2022. The results indicate that both the overall ESG score and environmental score
are significantly negatively correlated with the cost of equity capital. However, the social score and corporate
governance score do not show a significant relationship. All ESG scores of companies are significantly
negatively correlated with the cost of debt capital. This study also measures the operational volatility of
companies through their life cycle and finds that when the operational volatility of companies is high, ESG
performance cannot effectively reduce the cost of equity capital. Regardless of the level of operational
volatility, ESG performance can reduce the cost of debt capital. This result indicates that investors and
creditors may have different judgments on ESG activities of companies. It is hoped that the empirical findings

of this article can provide a more nuanced direction for future relevant literature to consider.

Keywords: ESG performance, cost of equity capital, cost of debt capital, business life cycle
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The Relationship between Managerial Motivation, Cost
Stickiness, and Firm Performance

Abstract: Cost management is vital for operational efficiency and competitiveness. As costs escalate in
production, transportation, and human resources, enterprises must control and minimize them to sustain
product/service competitiveness and profitability. Past research, both domestic and international, has affirmed
cost stickiness via SG&A (Selling, General, and Administrative Expenses) (Anderson et al., 2003; Tseng,
2003), revealing an asymmetric relationship between labor demand and cost adjustment. This paper examines
the correlation between cost stickiness and firm performance, the impact of managerial optimal
decision-making on this relationship, and the influence of managerial opportunism. Drawing on Weiss, D.
(2010), the model quantifies cost stickiness using data from listed companies between 2016 and 2022 to
explore the association between managerial behavioral motives, cost stickiness, and firm performance.
Findings suggest: (1) Cost stickiness adversely affects short-term performance; (2) It positively influences
long-term performance; (3) Optimal decision-makers mitigate the negative correlation with short-term
performance; (4) They amplify the positive correlation with long-term performance; (5) Managerial
opportunism exacerbates the negative correlation with short-term performance; (6) It diminishes the positive

correlation with short-term performance.

Keywords: managerial motivation, cost stickiness, firm performance

MM My
R a

i

*
*
*

e e



2024 7;1,7 X g;‘lgﬂ;,} g 29

2024 % i § $F3 £
wme R
% < % % Session C1
FERF 2024 # 057 04 P (R # ) 14:50~16:10

W BRI 5 A R FI(D404)



2024 % % g 30

An examination of the impact of sanction on KAM disclosure:
Evidence from Taiwan

Hsiao-Lun Lin® Anxuan Xie™ Ai-Ru Yen ™

Abstract: This study examines the effects of a recent high-profile sanction on auditors’ KAMs
reporting practices in Taiwan. The sanction arose from an accounting scandal involving a KY
company (registered overseas but initially listed on the Taiwan exchange) audited by Deloitte,
resulting in a record fine imposed by the court against auditors. We posit that this significant sanction
increases the perceived legal risk for auditors and affects their subsequent behavior in providing
KAMs, especially when they audit their KY clients and when they are affiliated with Deloitte. Using a
difference-in-difference design, our findings suggest that auditors exhibit a tendency to decrease
information provided in KAMs following the sanction, as evidenced by fewer word counts and topics
addressed, and fewer changes in topics covered between years. The decrease is more significant for
KY companies compared to non-KY companies and for Deloitte auditors compared to non-Deloitte
auditors, suggesting stronger spillover effects of the sanction among companies and auditors with a
similar risk profile to those involved in the scandal. Further testing reveals that KY companies audited
by Deloitte are most strongly affected. The results imply that the legal consequences facing auditors
have prompted a shift toward a more conservative reporting style, potentially restraining the

accessibility of information from auditors and undermining transparency.

Keywords: KAM, auditor behavior, disciplinary sanction, legal risk
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The Relationship between Key Audit Matters and Bank
Loan

Abstract: Since 2016, the financial reports of listed companies in our country have been required to
comply with the provisions of the extended audit report, aligning with international practices. This
study aims to explore the impact of the implementation of the extended audit report on bank loan
conditions and employs a difference-in-differences estimation method to observe whether companies
with higher loan amounts are more significantly affected by the implementation of the extended audit
report. Additionally, it examines the relationship between key audit matters and bank loan conditions.
The empirical results reveal that after the implementation of the extended audit report, companies with
higher bank loan amounts tend to receive longer loan terms and larger loan sizes. Overall, the
implementation of extended audit report helps to enhance information transparency. For companies
with higher bank loan amounts, compared to those with lower amounts, their borrowing conditions are
more significantly affected by the increase in transparency. Furthermore, this study finds that the
number, uniqueness, and change of key audit matters serve as a warning mechanism. The more
numerous, unique, and changeable the reported key audit matters are, the higher the special risks the
company may face, prompting creditors to demand higher loan interest rates, provide shorter loan
terms, and offer smaller loan sizes. Additionally, a greater number of words and specificity in key
audit matters reduce the information asymmetry between the company and creditors, thereby enabling
companies to secure more favorable loan conditions. The study also finds similar empirical results in
two other analyses.

Keywords: extended audit report, key audit matters, bank loan
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The Relationship Between Auditor Changes and Key Audit
Matters

Abstract: This study examines the impact of auditor changes on the disclosure and readability of key
audit matters (KAM) by using listed Taiwanese companies from 2016 to 2021. We used the average
number of words and the number of key audit matters disclosed from KAM paragraph in the audit
report were used to assess KAM reporting. Additionally, we utilize Chinese Readability Index
Explorer (CRIE) to measure the complex texts serving as a gauge for the readability of key audit
matters. The empirical results show that when auditors or audit firms were changed, the quantity and
average words of KAM disclosure decrease, while the readability of KAM increases. Furthermore,
we find companies that change auditors late, comparing with those did not, tend to disclose fewer
KAM and make KAM with higher readability. This suggests that auditors are influenced by time

constraints, resulting in reduced familiarity with clients and consequently affecting KAM disclosure.

Keywords : new audit report, key audit matters, change auditor
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The Relationship between Real Earnings Management and
Executive Compensation: The Moderating Effect of
Compensation Committees

Abstract: This study examines the relationship between real earnings management and executive
compensation using data from Taiwan's listed and over-the-counter companies from 2015 to 2022.
Specifically, this paper distinguishes between fixed and variable components of executive
compensation. The empirical results indicate that executives can achieve higher levels of
compensation by engaging in real earnings management both in terms of fixed and variable
components. Furthermore, this study investigates the moderating effect of compensation committee
quality on the relationship between real earnings management and executive compensation. The
findings suggest that higher-quality compensation committees are more effective in reducing
executives' use of real earnings management to increase their variable compensation. However, no
significant impact of compensation committee quality on the relationship between real earnings

management and executives' fixed compensation is found.

Keywords : executive compensation, real earnings management, Compensation committee quality
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The Association Between Sustainable Development and
Earnings Management

Abstract: In recent years, due to the exacerbation of global warming, enterprises have begun to
prioritize environmental protection in addition to pursuing profits. In order to align with the
international awareness of sustainable development in businesses, our country has transitioned from
preparing Corporate Social Responsibility reports to the preparation of Corporate Sustainability
reports since 2021. This emphasizes that enterprises should implement environmental protection,
social responsibility, and corporate governance. The main objective of this study is to investigate the
association between corporate sustainable development performance and earnings management. The
corporate sustainable performance indicators in this study are derived from the TEJ (Taiwan Economic
Journal CO., LTD.). The sample consists of Taiwan-listed companies and Over-The-Counter
companies from 2015 to 2022. The results show that companies with higher sustainable performance
indicators have a significant negative correlation with earnings management. Implementing corporate
sustainable development, preparing sustainability reports, and disclosing additional non-financial
information can increase corporate transparency, reduce information asymmetry between stakeholders,

and effectively deter earnings management behavior.

Keywords: ESG, earnings management, corporate governance
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The influence of the internal audit quality on financial
reporting timeliness

Abstract: In this study, we examine the association between internal audit quality and financial
reporting lags. To investigate whether internal audit quality significantly impacts the timeliness of
financial reporting after controlling the effects of the board of directors and the external auditors, we
use a web crawler to collect data related to the hiring criteria of publicly traded companies’ internal
auditors in Taiwan from job research as the proxy variable for internal audit quality from September to
December 2023. Empirical results indicate that there is a significant negative association between
internal audit quality and total reporting lags (REPLAG_T), with no significant association with the
board of directors and the external auditors most of the time. This suggests that internal auditors have
a greater impact on improving the timeliness of financial reporting, primarily by shortening auditors’
signature lags (REPLAG_S). After decomposing internal audit quality into five categories, we find
that the aforementioned effect is attributed to certifications and English competence, and the effect of
certifications is attributed to Certified Internal Auditor certification. These findings provide guidance

for companies in establishing hiring criteria for internal auditors.

Keywords : internal audit quality, financial reporting lag, web crawler
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