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ABSTRACT

The purpose of this study is to observe the impact of corporate governance
characteristics on financial report restatements and explore if more competent corporate

governance will lower the occurrence of restatements.

The research sample consists of the listed companies which had restated their
financial reports because of ‘actual misstatements’ between 2003 and 2007, and
matching listed companies which had not restated financial reports but in the same
industry and with similar size to their counter parts in the same time period. The

Logistic regression is used to test this research’s hypotheses.

The empirical results find that the tenure and the active level of the board directors
exhibit significant and negative associationt with the likelihood of restatements.
However, the boards with financial and accouﬁﬁng expertise and their independent level
have no strong effect on restatements. Besides, “this:study finds that the deviation
between the board seats control and the 'f.::gsh;_ﬂow rights will not lead to restatements.
Nevertheless, when the company confrqnt;;}:;éraf[ing loss, the deviation will provide an
incentive to misstate the financial reports. F{ﬁally, the:CPA’s tenure and rotation have no

significant association with restatements:

The findings imply that enhancing the board’s responsibility and facility will improve
the financial reports’ quality. Moreover, CPA’s tenure and rotation have no clear relation
with restatements. For this reason, whether mandatory rotation is necessary should be

studied more carefully.

Keywords: Financial Report Restatements, Boards’ Characteristics, Rights Deviation,

Auditors’ Tenure, Rotation, Corporate Governance.
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YT LR B (n=172) £ % 2 (n=86) F- 4] 2. (n=86) t @ Wilcoxon
B’ Tiof ¢ ondk BEL 0 Tiofe gk HEZ Tk ol R L T 3ok R 'S
Eepert 0.443  0.448  0.320 0.392  0.448 0317 0.494 0448 0316  2.120° 2.1297
ActMeet 0.503  0.500  0.291 0.404  0.382  0.288 0.601 0618 0260 4700 44217
Duration 0475 0463  0.299 0.405 0345  0.301 0.546 0.581 0281  3.180 " 3.114™
Independent  32.34  40.00  20.18 31.69  37.50 2244 33.00  40.00 17.74  0.420 -0.134
Deviation 4283  40.66  24.01 4445 4107 . 2739 4121 4051  20.10  -0.880 0.435
Tenure 0460  0.450  0.307 0.386 ' 03100313 0.533 0550 0285 3230 -3.180"
Rotation 0419  0.000  0.495 0.558 . 1000  0.500. 0279 0.000 0451 -3.840"" 3.697°
Big4 0.715  1.000  0.453 0.640 “"/1.000 \ 0483 0791  1.000 0409  2.210" -2.188"
Age 9.744  7.000 8233 10.60 . 18.000 =857 8.884 6.000 7.836 -1.370" 1.455°
LEV 48.13  46.66  23.84 5581 . 152.04 (1260227 4044 3879 1835  -44507 4243
Loss 0343 0.000 0476  0.500." .0500 ~ 0.503 . 0.186  0.000 0391 -4.570"" 4322
Sze 6.190 6245  0.752 6.088 - 614300798 6293 6393  0.693  1.800" -1.888"

DEVI*Loss 1639  0.000  27.90 2451  0.0000 -3224 8261 0.000 19.81 -3.980"" 4,094

Dawnig <0.01 B % ko 5 #%32<0.05 35 % K0 5 *i2<0.1 A5 % kb

2Expert CEFEMEBEESF B Actmeet D F F® € st#c; Duration : ¥ § TiEiE g

Independent : *t{RFF ¢+ FF ¢ +* &) ; Deviation : & % B K ip {2 2 40 feig hat

Bigd: £ F 2w~ €354 Tenure: €3 FF 8 5 Age: @ 7 {f# | Rotation: £ps I £ .75 i § 15
Size : &7 R § # R L EFFE-p R LEV: § F 6] Loss: Fdp & &7 s

DEVI*Loss : € A 44 F4 Lo i hipedf4 2 25 B8
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%042 M e

=3 Expert Actmeet Duration Independent Deviation Big4 Tenure  Age  Rotation Sze LEV Loss DEVI*Loss
Eepert 1 0060 -0.127 0203 -0.124  0.1997 0.082 -0.148 -0.055 0.074 -0.267" -0.172° -0.249"
ActMeet 0.066 1 -0.101  0.097 -0.009 -0.098 0.123 -0.139 -0.083  0.140  0.045 -0.103 -0.094
Duration  -0.113  -0.097 1 -0353" 0.183° 0.153° 0365 0.289" -0.338" 0.2817 -0.258" -0.161" -0.009
Independent 0.175°  0.090 -0.336" 1 -0.6917 -0.043 -0.056 -0.541" 0.044 -0.075 -0.023 -0.037 -0.333"
Deviation  -0.101 -0.003  0.180" -0.662"" 1 -0.0475--0.032 0436 0.085 0.160° 0.044 0.149 0.511"
Big4 0.188" -0.099  0.159" -0.028 -0.023+ 1 £50.109, -0.029 -0.196" 0.243" -0.243" -0.222" -0.167
Tenure 0.090 0.123 03747 -0.058  0.002 "/ 0108 <1 7.0.020 -0.698" 0.151" -0.366" -0.213" -0.239"
Age -0.256" -0.150 03997 -0.568" 0354 -0123 0.116'" 1 0117 -0.052 0.082 0.048 0.190°
Rotation ~ -0.068 -0.083 -0339" 0064 0.061 -0{196=540.6917" . 0:029 1 -0.191" 0298 0256 0.260"
Sze -0.026  0.162° 02977 -0.130  0.2427 0i19(§§;_ 0.183 - -0.028  -0.187" 1 -0.248" -0.407" -0.250"
LEV 02677 0.034 -0226" -0.046  0.013:4-0,222" -01366> 0.103  0.328" -0.116 1 03617 03137
Loss 0.166° -0.104 -0.171" -0.041  0.110. 20292202170 0.121  0.256™ -0.390" 0344" 1 0815
DEVI*Loss -0.186° -0.078 -0.086 -0.134 0283 0214 . -0208  0.163° 0.246° -0.3107 03197 0.939" 1

! * 44+ > 5 Pearson %#ic > = F 3 L Spearman fi¥icc **E T 1% F 0 4 T S%EF o
2Expert1 TEEMELEFF b Actmeet : F F® € Stdfic: Duration : T ¥ § T2z g

Independent : *t3%F % } &% ¢ - & ; Deviation : & F i = 7418 & Z 44 e b 4

Bigd: &7 5x ~ 3 FEa9ra; Tenure:! € (7 xH ; Age: ¢ } 3 %% ; Rotation : £ %% 7 # ] £.F 3 #3 €167

Size: &> PR §#RY LIEFFEIp RHB S LEV: § f 65 Loss : 54 & JE| s DEVI*Loss | ¥ A 0 ip 48 P40 feif map s dp £ 22 2 5 B 55
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4. 4-3 Logistic @A~ t58% % !

Model 1 Model 2 Model 3

3 Y e ic HEpiE f HEpiE 83 HEpiE
Inter cept ? -1.935 0.195 -1.865 0.205 -1.585 0.238
Expert - -0.522 0.222 -0.413 0.276 -0.357 0.302
ActMeet - -3.751 <.0001* -3.817 <.0001* -3.862 <.0001*
Duration - -2.657 0.001°* 2791 0.001° -2.856 0.001°*
Independent - -0.008 0.317 -0.006 0.354 -0.005 0.392
Tenure - 0.624 0.241) 0:689 0.22 0.736 0.204
Rotation ? 0.611 088~ 0591 \'20 0.146 0.592 0.145
Big4 - -0.628 0,093 | [ =20.676 0.080° -0.716 0.068°
Age ? 0.033 0150 | | _ft,:-_;_o.oafs o 0.121 0.04 0.106
LEV + 0.025 0.014% || 0.025/ ¢ 0.012° 0.025 0.010°
Sze ? 0.623 0.026" 0.64 0.024° 0.61 0.028"
Deviation + -0.006 0.331 0,011 0.23 -0.014 0.168
Loss + 1.226 0.005" 0.602 0.256 — —
DEVI*Loss + — — 0.015 0.217 0.025 0.004*
Pseudo R 0.334 0.336 0.334

Likelihood Ratio 69.822 <.0001 70.441 <.0001 70.01 <.0001

Va2 <001 3% K 5 b:i£<0.05 B ¥ K 5 it <0.10 A5 % ki

2 Expert : 3% ¢ 04§ & %4 F 6/ Actmeet: § % ¢ = #c; Duration : $% § T35z ; Independent : *F3RFF § TF § 1 6]
Deviation : € ¥ A/ T 4742 4L i hit Bigd : L7 Zw ~ g3 ERTA P Tenure: § 7 ixdp ; Age: ¢ 73 &
Rotation : £ 7 £ P £.F 5 e § 3567  Size: 2 @ RH > ¥ ERG LR p R¥# LEV: f F b6

Loss : 545 & JE 4] : DEVI*Loss : ¥ % B S 4|88 244 fefi fhagdr 4 2. 2 3 355
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