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Abstract

The paper examines the changes in the financial statements comparability (comparability)
of listed foreign firms in Taiwan (i.e. KY companies; KY) and non-KY companies
(NKY) surrounded by the case of Pharmally scandal in 2020. We find that, as a whole,
the comparability of KY is worse than NKY, and the comparability of NKY with board
interlocks to KY is also worse than NKY without board interlocks. More elaborately,
after the case of Pharmally scandal, the comparability of NKY has improved, regardless
of whether they are with board interlocks or not; however, the comparability of KY has
not improved and has even deteriorated compared to that of NKY. The possible reason is
that due to COVID-19, the auditors cannot conduct on-site audits of KY whose operating
locations are overseas, which has resulted in the inability to improve their comparability
in the short term and may even worsen it by not being able to conduct on-site audits. This
finding shows that under COVID-19, the company's operating location helps explain the
comparability of the financial statements.

[ Keywords ] financial statement comparability, listed foreign firms in Taiwan (KY), board
interlocks, COVID-19, the case of Pharmally
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*1 BAEERE

RER— / R = = W/ BREA
TEJ I AER{E 35,312 16,931
BASR AT LE RSB (5,771) (1,058)
BHEHHRXLE (1,221) (1,080)
RRE—EEEEE 28,320
= - WHEESE 14,793
KY AREZE{E (1,228) (894)
B _EHEEEE 27,092
B ABEESET 13,899

Horf o ARWF7E A R E R 2 BOECEREEC S KY AR RIEKY A 5] SRAREE
AT (AR EHENER - BEIER - ARIROLEHIENGETT) HAR
#f - Bl KY AR BEAEEEEZIE KY SRR 5 A S s S E G A A A
FO#S - ARBPFEEfREE 1 0 1 25 B - MR Al Z 5k - SE Rl —%IE KY
A (EEFEEGZIEKY AF]) YeHEEERE 2 ROLE > it Eg 230 -8k
AR A TCE R AR 2 -

&2 1A PSM BB

— (EEHU
THECH KY AREZEE 1,228 894
Ao 22 IE KY ARERE 1,228 894
PSM SEEFAMTIEEREE 2,456 1,788

(G- (GBSl
TECHEE KY AR BESEEMEWIEKY ARERE 4,048 2,227
BCEIRIAYEE KY ARIEE S EMEAIIE KY AREEE 4,048 2,227
PSM BERMTHRER =B 8,096 4,454

T BRI B O S 2
(—) BHEHFHREATILM

AHFFE2% De Franco et al. (2011) WFFE/EEE - DU B G2 SO B B A S iR 2=V Ry
i B REB IS G - BEEBENRBET SRS - =R e DU % 3R
BRI AT E ELABEE AN - S5 F RS SE RN R s S 52 B S R 25 2 (R
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B WO R R B e S AR - JER N YIRALATT

Earnings;; = a; + [;Return;; + &;; ° ()
Earningsj. = a; + f;Return;, + & ° 2

AL (1) FRoRn 5 i 2 A 55 ¢ 300 & e B R B 2 B OR 0 B R AL (1) BT 6 BT H
@R i BALERRERTEE | 558 « I @A FH - 5 2 g
SRR RIGR IR (2) fERTIAS  FISRHRE @, B B; - De Franco et al. (2011) 58 Rs#5 7
N FIEARIRI A S R LR DU PR T - B s i s R L A i SR e S e A
1R L T S P PTGy » 992 W) M S R B TR A 2 B B 5 ] PO R 1
(3) EfETAL (4) :

E(Earnings);;; = @; + BiReturnit ° (3)
E(Earnings);j; = @; + BjReturnit ° 4)

Al (3) R i ARG ETENRH T faEL A | B FERIN (Return,) %
N2 B ERE EHE (E(Earnings),,) B4 (4) o - HERAHE i 2 )8 5 8%
(Return,) » HEHAF j ZEEHEMNLM - (hEHF I Z BER(EEHE (E(Earnings),,) - %
R HE R SE B (AN F] | BRZEE Return, ) FRAMRFE A GG ENBH - STEH
MR N FITHI S AT BB T - R R R T o =8 nmEMeFE i &)
HEt R A -

FIAH G E A F A B S = vl LL S A2 an s ¢ 8 0 N E15E ¢ 8 Return,
i AR (3) 1310 E(Earnings),, * FELAMH[E] Return,, 7 AL (4) SKHY E(Earnings);, »
i A FAE R — R RER e AR N & 15 1Y 16 #H E(Earnings),, & E(Earnings);, ©
e = 2R T2 PRI R I A EIZIAR N 2 » 2 De Franco et al. (2011) 515 A]
et - BFEFIHET 16 ZEHHE Z AT SORFI AT 2 ZEHE R Z - BER=
ERE e IE G 5 H 2 # E(Earnings),, 71 E(Earnings),, © itk - ¥19H 78
WEeRr Rt B A REEE - RN ERE - e —ZREEEICEIET
FeLl —1 - BRI ¥ 2= A EL 1% (COMPy,) » & COMP,, BB B K BI ZE7R i iy Al EL %
BEE o

1 . .
COMPijtleQ =-1 X Z§_15|E(Earnlngsiit) - E(Earmngsijt)| o (5)
COMPijtZQ = —% X Z§_1|E(Earningsiit) — E(Earningsijt)| ° (6)
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A (5) Mg ml FLE A GBI R R B — AR RER = 5 &3 (6) B ml tuiE A
HHANER =2 R - RIFE2EeHi5E (De Franco et al., 2011; SR {GEIZEE
7 0 2019) R FIHMEG R T EHES A RMHAT L mE - BEFEES i %
NI EE [E] A SE T 2 BIRY AT LR 2R BUAT YR AT B 2 SEEME (CompAcetdy) F
I =K AT B 2 S (CompAcct3y) » {E Ryl 75 H a2 vl FLig e 2 e85 - U RS
e e BRI T LA B tHE . B EERAAGE R 3 -

<3 BFERATLEIEARRE

Earnings, ATIEE t ERMEAEE P RMATSERIBR LIF WA R AR

Return, L ATIE t HARG SRR

Return, - AR t HARR SRR R

i LSl ATIE t HIEEIE

E(Earnings);, VAT tERER I AR EIRA T TEfL 2 BT R ER

E(Earnings); AT EREA | AR RN TR 2 B RS

COMP;,"®°"%° D ATERFIRT 16 5 2 EEFTE 2 BIER AT b

CompAcctd, '°°?®  : COMP, " *° BRIl AZ Fi5{8 - ARR—REBR_HBR=ZR
CompAcct3, '°°?%  : COMP, " xR = A2 Fi5{f » ARAR—REBR_HBR=ZR

(=) FEELY
(1) HIEEER— -
FrEHRER— - e KY A FEIEKY AR M Al itz = 2 - [ER 22T
De Franco et al. (2011) &0 o] b 2 RIS HERA# T ELE » 112227 Francis et al.
(2014) ~ Lang, Maffett, and Owens (2010) » Bhojraj and Lee (2002) EiZ=E&E (2018) 5
(AT RER B o AT LU I 2 R R A B PR s B - H B BB e TR B B KY - AR5
BT EFRAL (7) AT

CompAcct;*®? =y, + v1KY; + yiControls + Industry Fixed Ef fects
+Quarter Fixed Ef fects+&t1,

CompAcct;,; % + 2017 2 2022 - i A" HHAT 16 [HEE R FE 2 H AT
M- A TRErE T30 0 CompAcct4;,*? ~ CompAcct3;,t®?
KY, CRRAERE R KY AR 1 AT 0 -

(7
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5 KY (RS E - R KY QRSP IE KY AREZE - [RE—TEI KY
REL () ER BB -

(2) W {ER — :

SIESER T RIS KY AR BAEHMEL I KY AR KY AR S
MRS I KY IR AT 2 2 - R O AR
BURRE B BoardLink » AHFFLEETLBRIEL (8) AT :

CompAcct;*®? = 8, + 8;BoardLink;, + 8, Controls
+Company Fixed Ef fects+Quarter Fixed Ef fects + "%, (8)

BoardLink, : HAERRE KY A7 BAESEGIIEKY AFR 1 S0 -

*#i BoardLink fR¥UR & - RFTRE KY AR BAHEFHEEAIE KY B Sl E e
PEER KY 28 F e HHAS AR KY AR - (Rt —THY] BoardLink 2% (9)) &L
BEE -

(3) HE R =

SRR = BB AR AR - BOATE AR ] LA E S -
e HLZ A R U B B AR — AR - B ARG B L Post - AHFSE
FETCHERERL (9) 40T

CompAcct;*? = 6, + 0, Post, + 0, Controls

+Company Fixed Ef fects+&"3, )

CompAcct;;*? : 2019 F£% 2020 F 55— K 2021 F£ 2 2022 58— i /NG
w2 HE=ERETE el tiE - B T EEmE T
CompAcct4L-t2Q y CompAcctSitzQ

Post DOERRARHARITE 2021 2 2022 FEH—F (1RE) AR 10 £ 2019
2020 FE—F (FiH) AR 0 -
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# Post (REURIE » (UERAERAZE#H AR - ArA AR RIS AESE - |
it —THI Post (2% (0,) FER 1B -

(4) HIEA BRIy

FHEHRERIY - MRERER A B AR KY A FJEIE KY A R 8 A e G 18
FEZ 2R - R B e R B R = AR > BB RCE i R R KY  Post T
ZZHEIE (KY X Post) » AR EEREAL (10) AT

CompAcct;*? = 9y + 9, KY;, + 0,Post, + 9;KY;, X Post, + 9, Controls
+Industry Fixed Ef fects+ef*;,

KYX Post FERAER S RREARRE BRI KY AFRCS 1 B0 -

(10)

(RERVYE AR SRAERE D ZRSE - St TSR KY AF] )
RIGKY DFLZ Ml FEVEZ R8s - Bt T A SRR, ) el aa] it s
PREUN B =3 A AT RI 280 - (R Uk B E A S L 1% - fHILEEIEKY A F] -
KY 2" Al FEPE G IR R R i - SR R A AR A Z SRR IR 228 (9)
B - AISGRHBGERIY - BIREA SRS R KY AR TE M s iE ) -

(5) HIEEER T

HEESRT MBEAERZEFG  BKY AGEEEEFEF ZIEKY D
HFIEL KY A A ME HEEWIEKY AT 2RSSR ESREE 228 - EE
SR e s BB R ER = A (] - B B R [ B8 B BoardLink ~ Post Wi ¥5 28 Fe TH
(BoardLink X Post) » AN EERIRAL (11) 201 -

CompAccty*? = o + pyBoardLink;, + p,Post, + usBoardLink;, X Post,
+uyControls + Company Fixed Ef fects+e"5;,

BoardLink, — : BRARERE BRELERE 2R EKY AR BEAEFEHGHIE
X Post, KY 2 AR 1> SAIR 0 -

(11)

[RER I E AL - R ZRPZERSITE > ol T RS HE KY AR ERE
HHAGE ) i SRIGE KY AR B R EREERS ZIE KY AR @ e (% &
Ak TR SRR ) B T LR R B A B LRI R 2 - BT
SR ERE R 3 A, - Ul KY QR EE SH G ZJE KY AF] > BB KY AR EAE
FHAGAYIE KY AR AT U SCE IR S ORI SR L BT R SRR
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R (1) FHRIERE - ISR R T - BIRAE RV EHEE X2 KY AFAE
FHEAEZIEKY AF] -
(=) #EH8#

Lang et al. (2010) #5H I Ml 5m el B 58 36 18 n] R A & L B Bng s B e ]
Fet - (HERFE R R DA A FIRTE 2 B8 RIS R (Size,) S i{EEHELL
(MB,) {ER¥EHI B s AFCHs 2 - WTHIHE & RIFSEOR - BT i g s,
SRR T EEE S R ARIR S FEE T EZ RN - K TEIAR AT L
PEATEER - 2 ABARE - LK > Francis et al. (2014) HIFESJeRIIIZE - SR EEIE
B SR (CFO,) FSHERERZR (Greh,) i AFEFRIEE  Aiseis iz - WTHIE %
TEEN BB R B R RS » W A PR RS » 25= » Endrawes et al. (2020) 5%
BAFRRHE B Al Mt c EEZ BN - HEEEE BN FHIFEEIH KY &
A FRAHE - ORI FE R B S5 % LU (BHold,) ~ 15 NF5 R ELHI (InstHold,,) F¢
ORISR 5t LU (THold,) = 5540 A 22 i 8 8 5 I S BTG S0 AH R SR 1R FE Bt
=TEE i - ORISR N E L =S TEI ST - 5940 - AR EREES
(2017) KitftaE 2 R SR (RD,,) TRy AT FHE 2 B R 2K il 55 V8 T BNl i 1 o A EE A
o WBE IR A BT ER (Age,) ~ BIELILER (Lev,) /A F R AR
(BERUESS > 2020 ; Z2E'E > 2018 ; Bhojraj and Lee, 2002 ) © [fij De Franco et al. (2011)
TR/ B R VE 7 BT E 1 B B i ] P 2 S A BRSO SR TR
£ (RD,) ~ AEHZR (Lev,) BAlA H AT LU 2 RARARR - BB AT OLFER (4ge,)
TR o DL EPEHIBR SRR EER - ST R GE R g — -

B2~ EEitR

— ~ Bk TERRET

ARG 2 HOl R ETI0ZE 4 ff7s » Panel A~ B~ C» D 39 B EHR—EBHR A
AR o H Panel A A] ] KY A FE 2HEEA 4.3% 0 R KY 255 ERBEYIXR
FTIETS AR B n] et 2 s RAEEREE Ry 0 » FRORERA AR R L 7 22 2 T
WAL IR E S MR ARG E R AT —2 - Panel B A]#HEAFH
14.9% FE KY A F]EE KY /A F B EEEAS (BoardLink) » PG » Bk Ba ke —
{5 F PSM #8823 © FL#R Panel A 2 Panel B HA S A] F &k} » AJ 28 B K 26 S
B RO 2 E22(E > A Panel B /) MEE#E Panel A K WEAREATEEE
KY A& - G Al aEMA & o Fh i 85 2 - Panel C #HH KY 2N BGRB8 AL IR 6%
QG 2 BERE A LL B HRAR » {HELAE Panel A [ = HELEA IR EEEEL - HIRFEH
2019 FRAEZ KY A F|[EIZ Eiff#{T - AHEL Panel C Bl Panel A 2 BA# A] LT
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R KME » Panel C K282 BIZZ{E#I#X Panel A {5 R &/]ME » Panel C &% Panel
A - REIBEFEHATRER 2019 S AT LB 8K 2 #8525 - Panel D HHEE KY /A H]
HE R ZIEKY AF] (BoardLink) FLB Ry 16.1% » ¥ Panel B HH i ik #2
{HATRERy 2019 1% KY A FILLPIRATR % » #E KY AR EAESFEENIE KY
INFEIERBIIRbE < bk o MBI AT 2 BB 53 » BRI SRR o W e iy = A i T B
CompAcctd, F CompAcer3, 7 S EA S EMB YN - Haps B s~ ¥
HHERRILAR M Z FTRE -

T BT
(=) BR—FxLR

{BER—HERT KY 22 5] S s vy L PR R 2 B - Sl e R 2 B S5 SR A1 3% 6 Panel
A Z Panel D 43 BIGAF F AN iy S0 5 mf LR U s R 85 5557 © Panel A J¢ Panel
B FFIH2E A E 2R - FEMBVEE (KY) REE &R - BE SR S0YRE
#—  FFHELEEIE KY A F] - KY 2850 87T FL M E 2  Panel A & Panel
B HHFI ] PSM AR B 2 65 - FELHIGUVE S (KY) (RET R A - EEERET
TRHEE— o ML REA K PSM AR R 2 A5 5 - 325 Panel A J Panel B 1 >
FH PSM BEA g Bl SR HL BEZ MR HT 56  » ELFI A PSM A Ak & F38 14 R (EM i
FRAGE PSM FL % o SEER AU B AT LU e (RO MR - AT RREE
LimzE -
(=) BR_FxuR

(RE HERTEE KY AR B A EF S 2 IE KY A7 K B n] Fo k2 Bl - 5
BB L FBAN5E 7 o Panel A K Panel B 43 BIEF FE AN 5] fhiy &2 FA S m] FU 4 1 s E
B AER o Panel A} Panel B R 2 A A5 R » FELAG B (BoardLink)
REH HEEE  BESERIFERT - RMILEHE KY A5 S E B EE0IE
KY /AF » B KY AR EAESEHEENIEKY AT 2R LM ER 2 - Panel A
J% Panel B FHFIF PSM AR B 2 #5582 - E BG4 8 (BoardLink) 1280y BEZE -
H SRR T - SRR R EHAR 0.5 0 RFE AR BRI
BYE G R 2 fRERE
(Z) BR=F#8

B = BERARR  EgH g B TR — 2T #ER
EWERTATEES  IaEREDEEEE » MR AR R
Mo FREEAE AT LA S o SRR A AN FR 8 - FEHIGI Y
(Post) (R EA#N R IEREE - R TRFER=  BrEFRKFBERITE A AN
AL EE R G -
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x4 HRELERRET

Panel A & — < HERIEAR ST
BOMUE
S BAH THH Z%=E BXE SIVE 25 50 75

CompAcct4 28,320 -0.008 0.013 -0.001 -0.090 -0.007 -0.004 -0.002
CompAcct3 28,320 -0.007 0.012 -0.001 -0.086 -0.006 -0.003 -0.002

KY 28,320 0.043 0.204 1 0 0 0 0
InstHold 28,320 40.983 22.381 91420 1.800 23.220 39.365 57.840
BHold 28,320 5.896 10.911 51.080 O 0.150 1.040 5.160

THold 28,320 23.225 12189 62.790 4.450 14.280 21.030 30.015
CFO 28,320 0.014 0.040 0.137 -0.119 -0.007 0.013 0.035
Grth 28,320 10.533 49.622 318.280 -79.010 -10.820 3.415 19.880
RD 28,320 0.057 0.133 1.088 O 0.003  0.021 0.054
MB 28,320 1.982 1.617 10.500 0490 1.020 1.500 2.310
Lev 28,320 42.023 18.065 84.760 5.110 28.415 42420 55.090
Size 28,320 15.404 1.451 19.923 12478 14.411 15.227 16.192
Age 28,320 16.469 9.272 53 1 10 16 21

Panel B {B&1 — Z MUAEARET
BN

BHEE BAB THE G¥E BKXE &IME 25 50 75

CompAcct4 27,092 -0.008 0.013 -0.001 -0.089 -0.007 -0.004 -0.002
CompAcct3 27,092 -0.007 0.012 -0.001 -0.085 -0.006 -0.003 -0.002

BoardLink 27,092 0.149 0.357 1 0 0 0 0
InstHold 27,092 40.427 22.203 90.630 1.640 22.820 38.870 56.920
BHold 27,092 5983 10986 51480 O 0.160 1.060  5.380

THold 27,092 22945 11909 61520 4.440 14.190 20.835 29.590
CFO 27,092 0.014 0.040 0.137 -0.118 -0.007 0.013 0.035
Grth 27,092 10.663 50.025 321.790 -78.830 -10.700 3.400 19.790
RD 27,092 0.057 0129 1.038 O 0.003  0.021 0.054
MB 27,092 1968 1.585 10.190 0.500 1.020 1.495 2.290
Lev 27,092 41.991 18.027 84.880 5.260 28.340 42.400 55.055
Size 27,092 15402 1.451 19.931 12.469 14410 15219 16.192
Age 27,092 16.914 9.227 53 1 1 17 21
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T4 FERMERRET (F8)
Panel C &= ~ WUz BudiEHEt

BAMUH
BREE BAH T BEE RAE &IME 25 50 75
CompAcct4 14,793 -0.013  0.023 -0.001 -0.159 -0.012 -0.006 -0.004
CompAcct3 14,793 -0.012  0.021 -0.001 -0.151 -0.011 -0.006 -0.003

KY 14,793  0.060 0.238 1 0 0 0 0

Post 14,793  0.459 0498 1 0 0 0 1

KYXPost 14,793  0.028 0.165 1 0 0 0 0
InstHold 14,793 42.510 22.442 91.850 2.020 24.670 41.520 59.510
BHold 14,793  6.320 11.794 54320 O 0.150 1.080  5.400

THold 14,793 23.969 12911 65.740 4.420 14.470 21.510 30.970
CFO 14,793  0.014 0.042 0.149 -0.128 -0.007 0.013 0.035
Grth 14,793 14.494 62.558 436.460 -85.560 -11.810 4.350 24.870
RD 14,793 0.060 0.158 1.366 O 0.002  0.021 0.054
MB 14,793 2103 1755 11.650 0.470 1.070 1.580 2.450
Lev 14,793 43.094 18.327 87.260 5.700 29.470 43.470 56.080
Size 14,793 15397 1452 19.944 12506 14.387 15.228 16.196
Age 14,793 16.054 9.993 54 0 8 17 21

Panel D 1R A Z HUt4#EET

BRI
BHEE BAH T9H BfEE RAE SIME 25 50 75
CompAcct4 13,899 -0.013  0.022 -0.001 -0.161 -0.012 -0.006 -0.003
CompAcct3 13,899 -0.012 0.021 -0.001 -0.154 -0.011 -0.005 -0.003

BoardLink 13,899 0.161  0.367 1 0 0 0 0
Post 13,899 0459 0.498 1 0 0 0 1
BO;;SOLS’?" 13,899 0079 0270 1 0 0 0 0
InstHold 13,899 41.605 22.118 91.850 2.120 24.080 40.380 58.210
BHold 13,809 6.474 11.886 54.280 0 0160 1.140  5.630

THold 13,899 23.531 12.524 65.740 4.420 14.310 21.170 30.480
CFO 13,899 0.013 0.042 0.144 -0.130 -0.007 0.013 0.035
Grth 13,899 14.300 61.040 410.080 -85.380 -11.690 4.310 24.830
RD 13,899 0.060 0153 1296 O 0.002  0.021 0.055
MB 13,899 2.086 1.709 11.070 0.470 1.070 1.580 2.420
Lev 13,899 43.052 18.319 87.060 5.490 29.310 43.480 56.070
Size 13,899 15403 1.458 19.946 12515 14.385 15232 16.214
Age 13,899 16.701 9.943 54 0 9 17 21
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x5 WIIHEERTE

Panel A &R —

KY=0 KY=1 =8
BHRE K" T158 EFN | T8 FHHEE t{&
CompAcct4d 27,092 -0.008 1,228 -0.009 0.001 2.347**
CompAcct3 27,092 -0.007 1,228 -0.008 0.001 2.485**
InstHold 27,092 40.436 1,228 53.043 -12.607 -19.434***
BHold 27,092 5.979 1,228 4.054 1.925 6.052***
THold 27,092 22.957 1,228 29.145 -6.189 -17.495***
CFO 27,092 0.014 1,228 0.017 -0.003 -2.591***
Grth 27,092 10.625 1,228 8.512 2.113 1.459
RD 27,092 0.057 1,228 0.054 0.003 0.852
MB 27,092 1.971 1,228 2.219 -0.247 -5.246***
Lev 27,092 41.989 1,228 42.772 -0.783 -1.486
Size 27,092 15.402 1,228 15.453 -0.051 -1.210
Age 27,092 16.914 1,228 6.653 10.261 38.931***
Panel B &% —
BoardLink=0 BoardLink=1 =8
BHRE  BA" T158 BAE T8  FHREER t{&
CompAcct4d 23,044 -0.008 4,048 -0.007 -0.001 -5.232***
CompAcct3 23,044 -0.007 4,048 -0.006 -0.001 -5.231***
InstHold 23,044 40.077 4,048 42.419 -2.343 -6.196***
Bhold 23,044 5.828 4,048 6.867 -1.038 -5.549***
Thold 23,044 23.027 4,048 22.482 0.545 2.685***
CFO 23,044 0.013 4,048 0.015 -0.001 -1.995***
Grth 23,044 10.802 4,048 9.868 0.943 1.096
RD 23,044 0.056 4,048 0.061 -0.005 -2.248**
MB 23,044 1.976 4,048 1.926 -0.050 1.838*
Lev 23,044 41.809 4,048 43.032 -1.224 -3.985***
Size 23,044 15.358 4,048 15.654 -0.296 -12.002***
Age 23,044 16.958 4,048 16.665 0.293 1.861***
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x5 WIIHEERRE (18)

Panel C {5t = ~ PU

KY=0 KY=1 =8
B RE EFN | 98 A THE  FHEEER t{E
CompAcct4 13,899 -0.013 894 -0.016 0.003 4.276***
CompAcct3 13,899 -0.012 894 -0.015 0.003 4.408***
InstHold 13,899 41.604 894 56.604 -15.000 -19.621***
Bhold 13,899 6.475 894 3.919 2.555 6.288***
Thold 13,899 23.531 894 30.782 -7.251 -16.424***
CFO 13,899 0.013 894 0.019 -0.005 -3.633***
Grth 13,899 14.564 894 13.395 1.170 0.542
RD 13,899 0.061 894 0.053 0.008 1.429
MB 13,899 2.091 894 2.282 -0.191 -3.157***
Lev 13,899 43.056 894 43.680 -0.623 -0.986
Size 13,899 15.403 894 15.300 0.103 2.057**
Age 13,899 16.701 894 5.992 10.709 32.123***
Panel D 23R A
BoardLink=0 BoardLink=1 ==
B RE A 98 A T8 FHEEERE t{E
CompAcct4 11,665 -0.013 2,234 -0.013 0.000 -0.764
CompAcct3 11,665 -0.012 2,234 -0.012 0.000 -0.766
InstHold 11,665 41.297 2,234 43.212 -1.915 -3.751%**
Bhold 11,665 6.365 2,234 7.047 -0.683 -2.487**
Thold 11,665 23.640 2,234 22.965 0.674 2.332**
CFO 11,665 0.013 2,234 0.015 -0.002 -2.075**
Grth 11,665 14.419 2,234 13.679 0.740 0.525
RD 11,665 0.060 2,234 0.062 -0.002 -0.621
MB 11,665 2.094 2,234 2.045 0.049 1.237
Lev 11,665 42.994 2,234 43.359 -0.366 -0.864
Size 11,665 15.352 2,234 15.672 -0.320 -9.536***
Age 11,665 16.711 2,234 16.648 0.063 0.276
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&6 KY AR KRR LR 2 BaH

CompAcct;*®? =y, + v1KY;, + v,InstHold;, + y3BHold;, + y,THold,,

+YsCFO; + yGrthy + v;RDy + ygMB; + yoLevy,
+y10Size; + v114ge; + Industry Fixed Ef fects
+Quarter Fixed Ef fects+&t1;,

Panel A : FE#E] CompAcct4

FRHA ERAE PSM #A&

B8 J31E) REY p & REY p{E
KY - -0.173* 0.069 -0.177* 0.048
InstHold ? -0.000* 0.080 0.000 0.223
BHold ? 0.000 0.521 0.000 0.131
THold ? -0.000 0.122 -0.000 0.327
CFO + 0.030*** 0.000 0.003*** 0.005
Grth + 0.000 0.980 0.000 0.541
RD - -0.005*** 0.009 -0.001 0.743
MB - -0.002*** 0.000 -0.000 0.667
Lev - -0.000*** 0.000 0.000 0.901
Size + 0.003*** 0.000 0.000 0.908
Age ? -0.000*** 0.000 -0.000 0.407
#iPE1E -0.040*** 0.000 -0.010 0.607
=g 28,320 2,456
Industry Fixed Effects Yes Yes
Quarter Fixed Effects Yes Yes
adj. R? 0.319 0.431

5T RRERE KA 10% 0 ROREREKAEE 5% M RINEEEIKEEE 1% ©
BB RN 1 - PSMBEARBE KY AR 1,228 % - JEKY AR 1,228 % » £ 2456 &
BZE  RESERAEE X/ MEEHMRMUEL 100 Z{ERT o ERERRIFBEEEE
R (Cluster-adjusted Standard Error) $8IEARIBIEGMEZFER o
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&6 KY ARKREHRAILIERERERE (18)

CompAcct;*®? =y, + v1KY;, + y,InstHold;, + y;BHold;, + y,THold,,

+ysCFOy + yeGrthy + y7RD; + yeMBy + yolevy,
+Y105ize; + y11Age;: + Industry Fixed Ef fects
+Quarter Fixed Ef fects+&f;,

Panel B : FE# £ CompAcct3

TRER ERA PSM 1A

B J3[E) RE p{E RE p{E
KY - -0.168* 0.067 -0.176** 0.038
InstHold ? -0.000* 0.091 0.000 0.222
BHold ? 0.000 0.532 0.000 0.273
THold ? -0.000 0.108 -0.000 0.500
CFO + 0.028*** 0.000 0.003* 0.092
Grth + 0.000 0.997 0.000 0.516
RD - -0.004** 0.020 -0.001 0.777
MB - -0.002*** 0.000 -0.000 0.943
Lev - -0.000*** 0.000 0.000 0.629
Size + 0.002*** 0.000 0.000 0.894
Age ? -0.000*** 0.000 -0.000 0.253
#iPE1E -0.036*** 0.000 -0.010 0.642
(e 28,320 2,456
Industry Fixed Effects Yes Yes
Quarter Fixed Effects Yes Yes
adj. R 0.299 0.425

B RRERE KA 10% 0 RORBAE KAEEE 5% 0 M RINEEEKEE 1% ©
BEERAAFE R 1 - PSMBEAREE KY AR 1,228 % » JEKY A7) 1,228 % » $£ 2,456 %
BZE - RESEERAREE X/ MEEHRMUEL 100 Z{ERT o ERER R BEEEE
2 (Cluster-adjusted Standard Error) $8IE AR BIE G ML ZFER -
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&7 HKY RREBESERIEKY AT KA AT LR < Rl
CompAcct;;**? = 8, + 8,BoardLink;, + 8,InstHold;, + §;BHold;, + §,THold;,
+65CF0; + 6¢Grth; + 8,RD; + 8gMB;, + dgLevy,
+610Size;; + 6,1Age; + Company Fixed Ef fects

i H2
+Quarter Fixed Ef fects + €7,

Panel A : FE#E] CompAcct4

TRER EEFN PSM #4

B J3[E) RE p{E RE p{E
BoardLink - -0.058* 0.063 -0.054* 0.077
InstHold ? -0.000 0.453 -0.000 0.488
BHold ? 0.000** 0.018 0.000 0.108
THold ? 0.000 0.265 0.000 0.453
CFO + 0.003** 0.048 0.003 0.314
Grth + -0.000 0.548 -0.000 0.949
RD - -0.000 0.802 -0.001 0.734
MB - -0.001*** 0.001 -0.000 0.195
Lev - -0.000** 0.038 -0.000* 0.058
Size + 0.004*** 0.001 0.003* 0.051
Age ? -0.000 0.698 0.000 0.116
#EEIE -0.064*** 0.000 -0.050** 0.022
Bz 27,092 8,096
Company Fixed Effects Yes Yes
Quarter Fixed Effects Yes Yes
adj. R? 0.782 0.760

5T RNEEE KA 10% 0 M RONBEEKAEE 5% M RINEEEKEEE 1% ©
BEERABERMER 1 - PSM BAFEEE KY AREEEEELE 4,048 £ HKY AREES
EAEE 4,048 % - $£ 8,096 FEHE{E - AEBMERREE L/ - MEEHRLTEL 100 Z{EXRTR
SEERAE RRRFEXIS(RITAR (Cluster-adjusted Standard Error) $5IEARIRIRE M2 AEER o

25



The Financial Statement Comparability of Listed Foreign Firms in Taiwan and: The Effect of Board Interlocks
and Financial Statement Fraud

&7 HEKYLQREBERERIFKY AR R A LR < Bl (48)
CompAcct;;*? = 8, + 8, BoardLink;, + 8,InstHold;, + §;BHold;, + §,THold;,
+65CF0; + 6¢Grth; + 8;RD; + 8gMB;, + dgLevy,
+610Size;; + §,14ge; + Company Fixed Ef fects

i H2
+Quarter Fixed Ef fects + ",

Panel B : FE# £ CompAcct3

FEHA EX-¥N PSM #§4

B 7316 RE p{E RE p{E
BoardLink - -0.055* 0.066 -0.046* 0.420
InstHold ? -0.000 0.351 -0.000 0.404
BHold ? 0.000** 0.023 0.000 0.102
THold ? 0.000 0.280 0.000 0.613
CFO + 0.003* 0.042 0.003 0.217
Grth + -0.000 0.522 -0.000 0.994
RD - -0.001 0.783 -0.000 0.861
MB - -0.001*** 0.003 -0.000 0.409
Lev - -0.000* 0.062 -0.000* 0.052
Size + 0.004*** 0.002 0.003** 0.049
Age ? -0.000 0.765 0.000* 0.071
#ERIE -0.060*** 0.000 -0.047** 0.021
HzE 27,092 8,096
Company Fixed Effects Yes Yes
Quarter Fixed Effects Yes Yes
adj. R? 0.767 0.741

5T ROREEE KA 10% RORBEE KAEE 5% M RNBEEIKEEE 1% ©
HYRPERKEE 1 - PSM BAFEEHE KY AT EGEEERE 4,048 % ) HKY AREES
EHEE 4,048 % » £ 8,096 FHE(E - EFMRAREE X/ - MUESEIRLITRL 100 Z{EXRTR
EERAE R RRFERIS(2IT AR (Cluster-adjusted Standard Error) $5IEARIRIRE ML 2 AEER o
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*8 TERERERLZE ZRAFRMWAILLMESHENS
CompAcct;*? = 6, + 0,Post, + 0,InstHold;; + 6;BHold;, + 6,THold,,
+95CFOlt + QGGTthit + 97RDlt + egMBlt + 99Lel7it

+010Size; + 01,1Age;; + Company Fixed Ef fects+e!3;,

TEHA R
A CompAcct4 CompAcct3
Post . 0.425%* 0.393**
(0.000) (0.000)
InstHold ) 0.000 0.000
(0.405) (0.406)
BHold ) 0.000 0.000
(0.786) (0.742)
THold ) -0.000 -0.000
(0.842) (0.793)
CFO . -0.001 -0.000
(0.895) (0.994)
Grth . -0.000 -0.000
(0.320) (0.352)
RD -0.017%* -0.016%*
) (0.001) (0.002)
MB -0.002*** -0.002***
) (0.000) (0.000)
Lev -0.000 -0.000
) (0.572) (0.562)
Size . 0.000 0.000
(0.893) (0.869)
Age ) -0.002*** -0.002***
(0.000) (0.000)
#iPE1E 0.024 0.021
(0.553) (0.579)
B 14,793 14,793
Company Fixed Effects Yes Yes
adj. R? 0.509 0.496

5 L RNBEE KA 10% > ¥ RONFEFB IKLEE 5% » M FRNEABIKIEE 1% ©
SERPBERMR 1 - REEERFREE R/ MESERLEL 100 2EFRT o BEFERRE
BYEXISfRIZ#R (Cluster-adjusted Standard Error) 451IE/A TR BB 4B 2 AER -
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(@) BROEHELER

EER U E R K E % - KY ARG R ERE (B R E2EEIITE
S8 o BIE A EIEFRBBTER TIE - &S KY AR E T S E MR
JEKY A F] - A E S ERA17% 9 » Panel A % Panel B 43 BI{GF] B R[5 iy & B
AT R By e AR 2 5 SR © Panel A Jz Panel B FFI & At e o fh SR - 00|
A B (KY X Post) (R Ry BB » BB R R UTHIA M — 2 - TR
REFE% » MEEIEKY A F] - KY 2GR AT L s Z 08 /)N © Panel A K
Panel B HFI|H PSM 4K B 2 #6558 - T ELHIGUEE (KY X Post) (R U Ry EBHE
EE RN EERIY o AHIL AR PSM A B 2 F5 5 - 21K Panel A K
Panel B H1 » FI[FH PSM A B 2 #5 SR L BHE MR &N 36 vy » H A PSM A g2
R R {EIREE - FRA%E PSM B ¥ % - JEER AR B AT LhE (FERE) B
HiEZ FRERERE ST » MR EE LR -

K FEHE—F TSR KY AR R A E R » ] Lk e e G R # Ik
KY AFIHEEZRE - 32 10 £24E 2017 F2 2021 F45947 KY A& Sl ] Fb T2
Rl o B R LU 2017 A (B —4F ) KY Z4R% - 2018 4% 2021 Hf KY
IR A R EE R B - o KY AT 28 AT FL A B i 2 i - K
et Rt R ARy - AT KY A RIRZ BN B E R P Bl 20 - HAZ R T Ak
BFE T N\ EE BT EE M ER] | PRI S - SRR = HEE R B 25
— A AEEE S - RPRZEE R TG E LRI E AR TSNS & AEH
H Bt REE - RS 2 E 2 2V 2 /NSNS 22k 2= i
EREES KY AR RO LR R A S o e - e B g R TR
HRIAMAZ KY QFME » AR EE A& E = 2 Fr i -

() BREFESR

B AR IERAER  @EGMHZHETFER 2T gELEE KY AFE
HEEGZIEKY AR ST H B ] FL M S iR KA KY A A EE SEs
ZIEKY NF] - EEREAEE S IIZE 11 0 Panel A K Panel B 43 Bl {241 Fi A~ [5]
ST E R E S EZ A58 - Panel A J% Panel B HF|H A2 AR - =
SUMEAEE (BoardLink X Post) {REUER N RLEHE 1T - RN LFER A #RE
K ZEE » Tt KY ARG SREESES 2IEKY AF - Wn] it dcE g
B 2 725 - Panel A J% Panel B 1R F PSM AR b 2 fl 58 - R BLAIGE 8
(BoardLink X Post) {85~ BEEEME - B H AR Z S amAHE] -

ACE— S BRI EAE B =KE - 50 KY AF » B KY AR H#ESEH
FEIIE KY AR KY AR EEEGIEKY AF » ohligis =B ERAE
% o BRI HME R SE RIS - HER A E G R AR 12 - IR (Post)
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F9 TERREREZE  MLEEIEKY A7 > KY AR e EEE
CompAcct;;*? = 9, + 9,KY;, + 9,Post, + 93KY;, x Post, + 9,InstHold;,
+39;BHold;; + 9¢THold;; + 9,CFO;; + 9gGrth; + 99RD;;
+9,90MB;; + 911Levy + 91,Size; +91349¢€;

+Industry Fixed Ef fects+eH*;,
Panel A : FE#E] CompAcct4

FEHA AR PSM 7

B F3lA] RE p {8 RE p &
KY - -0.491%* 0.003 -0.565*** 0.000
Post + 0.118*** 0.008 0.206* 0.064
KY X Post - -0.270%+* 0.003 -0.293* 0.098
InstHold ? 0.001*** 0.009 0.006* 0.078
BHold ?  -0.003* 0.070 -0.003 0.483
THold ? 0.000 0.113 0.002 0.738
CFO +  -0.000 0.460 -0.000 0.205
Grth +  -0.000 0.371 0.000 0.682
RD - 0.039*** 0.000 0.056*** 0.006
MB - -0.000 0.233 0.000 0.435
Lev - -0.011%* 0.000 -0.034*** 0.000
Size +  -0.004*** 0.000 -0.004*** 0.000
Age ?  -0.000*** 0.000 -0.073*** 0.000
#iFE1E 0.004*** 0.000 0.005*** 0.000
HzE 14,793 1,788
Industry Fixed Effects Yes Yes
adj. R 0.265 0.404

5 1 RIRBEEKIE 10% 0 RONFEE KEEE 5% ™ RNEEEKLEEZ 1%
HEERAAE RN — - PSMBEAPE S KY AT 894 % JEKY AT 894 % > 1,788 £}
R{E - AEEERAEE X/ MESERLERL 100 Z{EFRT - ERERRHFEEEER
(Cluster-adjusted Standard Error) $8I[EARIRIBEE MR 2 HER o
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RO TERKRERS 21  HHLEIEIEKY AF) - KY ARBER AT IS AIRE (&)
CompAcct;;*? = 9y + 9,KY;, + 9,Post, + 9;KY;, X Post, + 9,InstHold;,
+9sBHold;; + 9¢THold;; + 9,CFO;; + 9gGrth; + 99RD;,
+919MB;; + 911Levy + 91,Size + V1349¢€;;

+Industry Fixed Ef fects+ef*;,
Panel B : FE#2] CompAcct3

FEHA EXEZN PSM #7

BE F31A] RE p {8 RE p &
KY - -0.455*** 0.003 -0.569*** 0.000
Post + 0.112%** 0.008 0.193* 0.061
KY X Post - -0.263* 0.066 -0.283* 0.092
InstHold ? 0.000* 0.094 0.003 0.487
BHold ?  -0.000 0.458 -0.000 0.698
THold ?  -0.000 0.309 0.000 0.711
CFO + 0.037*** 0.000 0.052%** 0.029
Grth +  -0.000 0.270 0.000 0.356
RD - -0.010%** 0.000 -0.011%* 0.005
MB - -0.003*** 0.000 -0.038*** 0.000
Lev - -0.000*** 0.000 -0.032*** 0.000
Size + 0.003*** 0.000 0.389*** 0.000
Age ?  -0.000*** 0.000 -0.068*** 0.000
#iFE1E -0.042%** 0.000 -0.005*** 0.000
HzE 14,793 1,788
Industry Fixed Effects Yes Yes
adj. R 0.250 0.392

5T RORBEEIKIE 10% 0 FRORFAE KHEE 5% » ** RORFAB KHEZE 1% o
BHRPERMME— - PSMBEAFREEKY AT 894 % JEKY AT 894 % » £ 1,788 £
T{E - AEEERAEE X/ MEESSRLERL 100 Z{EFT - ERERRHFEEEER
(Cluster-adjusted Standard Error) 5 IEARIRIRE B 2#ER o
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& 10 KY ‘AR EEHR ] LE iR RRE < #82

CompAcct;*? = my 4+ m,KY; + myInstHold;, + nsBHold;, + m,THold,,
+7TSCF0it + 7T6G’rthit + 7T7RDl't + 7T8MBit + T[gLevit
+mqoSize; + my1Age;s + Industry Fixed Ef fects
+Quarter Fixed Ef fects+eY¢%";,

Panel A : FE# S CompAcct4

F1p
B 2017 2018 2019 2020 2021
KY -0.002* -0.002* -0.005*** -0.004*** -0.008***
(0.095) (0.088) (0.003) (0.001) (0.000)
InstHold 0.000 0.000 0.000 0.000 0.000
(0.915) (0.990) (0.259) (0.126) (0.181)
BHold 0.000 0.000 -0.000 -0.000 -0.000
(0.808) (0.761) (0.249) (0.374) (0.826)
THold -0.000 0.000 -0.000 -0.000 -0.000
(0.818) (0.683) (0.582) (0.345) (0.466)
CFO 0.026*** 0.033*** 0.048*** 0.044*** 0.024**
(0.004) (0.001) (0.000) (0.000) (0.020)
Grth -0.000 0.000 0.000 -0.000 -0.000**
(0.569) (0.923) (0.246) (0.112) (0.021)
RD -0.006* -0.007** -0.008** -0.011* -0.013***
(0.062) (0.026) (0.011) (0.014) (0.002)
MB -0.003*** -0.003*** -0.003*** -0.003*** -0.004***
(0.000) (0.000) (0.000) (0.000) (0.000)
Lev -0.000*** -0.000*** -0.000*** -0.000*** -0.000***
(0.000) (0.000) (0.000) (0.000) (0.000)
Size 0.004*** 0.003*** 0.003*** 0.004*** 0.003***
(0.000) (0.000) (0.000) (0.000) (0.000)
Age -0.000*** -0.000*** -0.000*** -0.000*** -0.000***
(0.000) (0.001) (0.001) (0.000) (0.000)
BiPRIE -0.058*** -0.055*** -0.067*** -0.065*** -0.058***
(0.000) (0.000) (0.000) (0.000) (0.000)
B=E 5,976 6,222 6,382 6,538 6,658
Industry Fixed Effects Yes Yes Yes Yes Yes
Quarter Fixed Effects Yes Yes Yes Yes Yes
adj. R? 0.229 0.249 0.272 0.264 0.283

5 1 RRBEEKIE 10% » ¥ RNFEEKEEEZ 5%  ** RNFEEKEEZ 1% ©
HEERAAE R — o 1B A p B - BERFERREF B IERIZ 4R (Cluster-adjusted Standard
Error) fBIEARIBIRE R ZAER -
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& 10 KY AR)ERFR ]I RERRR < 82 (1])

CompAcct;*? = my + m,KY;e + myInstHold;, + nsBHold;, + m,THold,,
+T[SCF0it + 7T6Grthit + 7T7RDl't + T[gMBit + T[gLevit
+mqoSize; + m1Age;s + Industry Fixed Ef fects
+Quarter Fixed Ef fects+eY¢%";,

Panel B : FE¥#E CompAcct3

F1p
By 2017 2018 2019 2020 2021
KY -0.002 -0.002* -0.004*** -0.003** -0.007***
(0.109) (0.089) (0.004) (0.012) (0.000)
InstHold 0.000 -0.000 0.000 0.000 0.000
(0.864) (0.964) (0.241) (0.123) (0.143)
BHold 0.000 0.000 -0.000 -0.000 -0.000
(0.786) (0.724) (0.250) (0.372) (0.799)
THold -0.000 0.000 -0.000 -0.000 -0.000
(0.817) (0.611) (0.491) (0.347) (0.402)
CFO 0.024*** 0.031*** 0.045** 0.041*** 0.023**
(0.004) (0.001) (0.000) (0.000) (0.016)
Grth -0.000 0.000 0.000 -0.000 -0.000**
(0.518) (0.961) (0.223) (0.117) (0.024)
RD -0.005* -0.007** -0.008** -0.010** -0.012***
(0.088) (0.027) (0.013) (0.022) (0.003)
MB -0.003*** -0.003*** -0.003*** -0.003*** -0.003***
(0.000) (0.000) (0.000) (0.000) (0.000)
Lev -0.000*** -0.000*** -0.000*** -0.000*** -0.000***
(0.000) (0.000) (0.000) (0.000) (0.000)
Size 0.004*** 0.003*** 0.003*** 0.004*** 0.003***
(0.000) (0.000) (0.000) (0.000) (0.000)
Age -0.000*** -0.000*** -0.000*** -0.000*** -0.000***
(0.000) (0.001) (0.001) (0.000) (0.000)
#HEEIE -0.053*** -0.048*** -0.058*** -0.059*** -0.051***
(0.000) (0.000) (0.000) (0.000) (0.000)
B=E 5,976 6,222 6,382 6,538 6,658
Industry Fixed Effects Yes Yes Yes Yes Yes
Quarter Fixed Effects Yes Yes Yes Yes Yes
adj. R 0.208 0.238 0.253 0.250 0.270

i RRERE K 10% 0 RFBRE KIEE 5% » * RREREKIEE 1% ©
BYRABRNER— - $EIAR p & - BERER R RIBMRFLER (Cluster-adjusted Standard
Error) SBIEARIBIRE MR ZAER -
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&1 EREAFERER LR KY ARESHERZIEKY A7 - BKY ARA
EHEMCIF KY QR A L ERE

CompAcct;*? = py + pyBoardLink;, + p,Post, + uzBoardLink;, X Post,

+uyInstHold;, + usBHold;; + ugTHold;; + u,CFO; + ugGrthy,
+uoRDy + uioMBy + 11 Levy + o Sizey + pizAge;
+Company Fixed Ef fects+&>;,

Panel A : FE#EE] CompAcct4

FEHB EXEFN PSM 1A

B Dl RE p 18 RE p 18
BoardLink - 0.142 0.181 -0.280 0.258
Post + 0.467*** 0.000 0.657*** 0.001
BoardLink X Post +  -0.068 0.282 -0.237 0.102
InstHold ? 0.000 0.605 -0.001 0.145
BHold ? 0.000 0.859 0.003* 0.055
THold ?  -0.000 0.771 -0.007 0.544
CFO + 0.000 0.969 0.002 0.857
Grth +  -0.000 0.338 -0.001 0.112
RD - -0.019** 0.001 -0.004 0.439
MB - -0.003*** 0.000 -0.006 0.113
Lev - -0.000 0.932 0.009 0.449
Size +  -0.001 0.620 0.005 0.258
Age ?  -0.002*** 0.000 -0.003** 0.006
#iFE1E 0.053 0.195 0.024* 0.076
Bz 13,899 4,454
Company Fixed Effects Yes Yes
adj. R 0.493 0.460

5 1 RIRBEEKIE 10% 0 RINFEFZKEEE 5% ™ RNEEEZEKEEZ 1% ©
HHERAAE RME%— - PSM A E S KY AR BBESEME 2,227 F » HKY AREES
EAEE 2,227 %5 0 4454 FHEE - REFERREE X/ MEEHRMEL 100 Z{EFRT
SEERAE R RBF IS EIZ#ER (Cluster-adjusted Standard Error) SB1IEARRI BB MHB R -
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&1 ERAFERER LR KY ARESEHERZIEKY A7 - BKY ARA
EREMCIF KY QARIBR A= RE (18)

CompAcct;*? = o + pyBoardLink;, + pyPost, + uzBoardLink;, X Post,

+uyInstHold;, + usBHold;; + pgTHold;; + u,CFO; + ugGrth;,
+uoRDyt + uioMByr + 1 Levy + uypSizey + pizAge;
+Company Fixed Ef fects+e>;,

Panel B : FE# 2] CompAcct3

FEHER EXEFN PSM 7

B el RE p 18 RE p &
BoardLink - 0.116 0.214 -0.249 0.272
Post + 0.433*** 0.000 0.006*** 0.002
BoardLink X Post +  -0.046 0.335 -0.020 0.140
InstHold ? 0.000 0.619 -0.001 0.114
BHold ? 0.000 0.812 0.003** 0.049
THold ?  -0.000 0.737 -0.007 0.549
CFO + 0.001 0.855 0.004 0.771
Grth +  -0.000 0.381 -0.001 0.128
RD - -0.018*** 0.002 -0.003 0.558
MB - -0.002*** 0.000 -0.002 0.143
Lev - -0.000 0.932 0.000 0.415
Size +  -0.001 0.633 0.001 0.295
Age ?  -0.002*** 0.000 -0.002*** 0.008
#iFE1E 0.049 0.203 0.016* 0.096
HzE 13,899 4,454
Company Fixed Effects Yes Yes
adj. R 0.480 0.437

5T RORBEEKZE 10% 0+ RONFEF KA 5% » ** RNFAFZKEE 1% o
BEERAAE Rk — - PSM A8 S KY AR BBESEME 2,227 % ELKY AREES
BAEE 2,227 % 4,454 FHEE - REBEERREE X/ MESSRLITRL 100 Z{ERT
SEERAE R RAF IS EIZ#EER (Cluster-adjusted Standard Error) SBIEARIRI BB B ZFER -
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*12 EREERER  TRARMBAILLEESHNE

CompAcct;*? = py + pyPost, + p,InstHold;, + psBHold;, + p,THold;,
+psCFO; + pGrthy + p;RD; + pgMBye + poLevi, + p1oSize;,
+p,,A4ge;; + Company Fixed Ef fects+gcompPany,,

Panel A - FEE# 2] CompAcct4 BAEN
) H B KY AR Bl KY AF)4E
B e van DS e Ag
Post + -0.004 0.005** 0.004***
(0.183) (0.024) (0.000)
InstHold ? -0.000 -0.000 0.000
(0.796) (0.651) (0.325)
BHold ? 0.001 0.000 -0.000
(0.131) (0.105) (0.829)
THold ? 0.000 -0.000** -0.000
(0.756) (0.041) (0.965)
CFO + -0.011 0.013 -0.003
(0.731) (0.477) (0.632)
Grth + 0.000 -0.000 -0.000
(0.563) (0.174) (0.548)
RD - 0.001 0.001 -0.020***
(0.951) (0.820) (0.001)
MB - -0.002* -0.001 -0.003***
(0.100) (0.171) (0.000)
Lev - -0.001*** -0.000 0.000
(0.001) (0.977) (0.935)
Size + 0.024** -0.002 -0.001
(0.020) (0.603) (0.734)
Age ? -0.000 -0.003** -0.002***
(0.751) (0.026) (0.000)
#ERIE -0.358** 0.084 0.041
(0.020) (0.205) (0.349)
HxE 894 2,234 11,665
Company Fixed Effects Yes Yes Yes
adj. R? 0.685 0.421 0.524
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F12 FERERERLE  TRARMEWALLMESHENE (18)
CompAcct;*? = py + pyPost, + p,InstHold;, + psBHold;, + p,THold;,
+psCFO; + peGrthy + psRDy + pgMBye + polevy + p1oSize,
+p114ge;; + Company Fixed Ef fects+gomPany .

Panel B * fE#2 CompAcct3 BAER
. H) B KY AR Bl KY AF)E
B o e iy N
Post + -0.004 0.005** 0.004**
(0.157) (0.024) (0.000)
InstHold ? -0.000 -0.000 0.000
(0.850) (0.673) (0.337)
BHold ? 0.001 0.000* -0.000
(0.132) (0.099) (0.879)
THold ? 0.000 -0.000** -0.000
(0.817) (0.033) (0.944)
CFO + -0.010 0.013 -0.002
(0.737) (0.437) (0.739)
Grth + 0.000 -0.000 -0.000
(0.550) (0.211) (0.585)
RD - 0.003 0.003 -0.020***
(0.729) (0.622) (0.001)
MB - -0.002* -0.001 -0.003***
(0.091) (0.217) (0.000)
Lev - -0.001*** -0.000 0.000
(0.001) (0.953) (0.936)
Size + 0.024** -0.002 -0.001
(0.019) (0.632) (0.749)
Age ? -0.000 -0.003** -0.002***
(0.883) (0.034) (0.000)
#ERIE -0.346** 0.078 0.037
(0.019) (0.232) (0.362)
e 894 2,234 11,665
Company Fixed Effects Yes Yes Yes
adj. R? 0.670 0.403 0.511

B RREEKE 10% 0 RNEEKIEE 5% RTEEKIEE 1% -
BYRMERNIGE— - NS p (8 - ERFHERRABISRITER Cluster-adjusted Standard
Error) FEEARBIREIEM 2R -
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CompAcct;;*®? = o, + 0,BoardLink%;, + o,InstHold;, + o;BHold;,
+0,THold;; + 05CFO; + 05Grthy + 0,RD; + 0gMB;, + oglevy,
+0,9Size; + 0114ge; + Industry Fixed Ef fects
+Quarter Fixed Ef fects+&5%;,

E’H‘é CompAcct4 CompAcct3
BoardLink% -0.003* -0.003*
) (0.048) (0.057)
InstHold ) -0.000* -0.000*
(0.066) (0.079)
BHold , 0.000* 0.000*
(0.052) (0.060)
THold 7 0.000 0.000
(0.150) (0.193)
CFO . 0.011** 0.012**
(0.026) (0.016)
Grth . -0.000 -0.000
(0.374) (0.383)
RD -0.005** -0.004*
) (0.012) (0.016)
MB -0.001*** -0.001***
’ (0.000) (0.001)
Lev -0.000*** -0.000***
) (0.000) (0.000)
Size . 0.002*** 0.002***
(0.000) (0.000)
Age , -0.000*** -0.000***
(0.006) (0.005)
BiFE1E -0.024*** -0.022***
(0.000) (0.000)
B=E 4,048 4,048
Industry Fixed Effects Yes Yes
Quarter Fixed Effects Yes Yes
adj. R? 0.378 0.357
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The Financial Statement Comparability of Listed Foreign
Firms in Taiwan: The Effect of Board Interlocks and Financial
Statement Fraud

Yuan-Tang Tsai, Department of Accountancy, National Taipei University

Xing-Rong Li, Department of Accounting, National Taiwan University

1. Purpose/Objective

The main purpose of this research is to explore the relationship between listed foreign
firms in Taiwan (hereafter KY companies) and their financial statement comparability.
KY companies are foreign enterprises that issue securities in Taiwan through a Taiwan
Stock Exchange or a primary Over-the-Counter (OTC) listing. KY companies tend to
have complex organizational structures and their main operating bases and activities are
overseas; auditors face higher difficulties when auditing these companies compared to
local firms. Therefore, it is not surprising that external investors have greater concerns
about the quality of KY companies’ accounting information.

Taking the major financial statement fraud case of one specific KY company in 2020
(hereafter, the case of Pharmally) as a research opportunity, this study first tests whether,
compared to non-KY companies, KY companies have higher audit difficulty that leads
to relatively opaque information and to a higher motivation for earnings management,
thus resulting in poorer financial statement comparability (Hypothesis 1). Second, prior
literature suggests that board interlocks are important channels for knowledge and strategy
exchange between companies (Haunschild et al., 1998; Carpenter et al., 2001). This study
further examines whether non-KY companies having board interlocks with KY companies
tend to exhibit poorer financial statement comparability due to the influence of KY
companies (Hypothesis 2).

Third, the case of Pharmally causes deep concerns regarding the audit quality of
accounting firms and the reliability of KY companies' financial information. To reduce
social anxiety and to stabilize market confidence, Taiwan's financial authority penalizes the
auditors involved and amends relevant regulations to strengthen audits of KY companies.

Therefore, this study also examines the subsequent impact of the case of Pharmally.
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Specifically, we test whether auditors in the market are alerted to the potential problems
and thus strengthen audit work, improving the overall financial statement comparability of
all companies in the market (Hypothesis 3). We also examine whether there is a difference
in the improvement of financial statement comparability between KY and non-KY
companies after the case of Pharmally (Hypothesis 4). Finally, we explore whether non-
KY companies having board interlocks with KY companies show different improvement

in financial statement comparability compared to those without such interlocks (Hypothesis

5).

2. Design/Methodology/Approach

The data for this study comes from the Taiwan Economic Journal (TEJ); we apply
quarterly data (at the beginning of each quarter) and exclude the financial industry. We
use the model of De Franco et al. (2011) to measure our main variable, financial statement
comparability. Since the first KY company is not listed in Taiwan until 2010, there are few
KY companies in the early stage. We then set the sample period starting from 2017.

More elaborately, for Hypotheses 1 and 2, the sample period is set from 2017 to
the first quarter of 2022. The experimental and control groups for Hypothesis 1 are KY
companies and non-KY companies, respectively. For Hypothesis 2, the groups are non-KY
companies with and without board interlocks with KY companies and we exclude all KY
companies from the sample. For Hypotheses 3 to 5, considering that the case of Pharmally
occurred in August 2020, to examine its impact on financial statement comparability and
to eliminate other events’ influence, we divide the sample period into two: 2019 to the first
quarter of 2020 (pre-period) and 2021 to the first quarter of 2022 (post-period).

The control and experimental groups for Hypothesis 4 are KY companies and non-
KY companies, respectively. For Hypothesis 5, the groups are non-K'Y companies with and
without board interlocks with KY companies, again excluding all KY companies. Given
that KY companies account for less than one-tenth of publicly traded companies, to avoid
bias due to the small sample size, this study also employs Propensity Score Matching (PSM)

to match KY and non-KY companies for empirical testing.
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3. Findings

This study finds that overall, the financial statement comparability of KY companies
is worse than that of non-KY companies, and non-KY companies having board interlocks
with KY companies display poorer comparability than those without interlocks. These
findings indicate that the characteristics of KY companies (high organizational complexity
and overseas operations causing audit difficulties) affect their financial statement
comparability, and that non-KY companies having board interlocks with KY companies
also suffer negative impacts on their financial statement comparability through the
interlocks. After the case of Pharmally, the financial statement comparability has improved
for all non-KY companies regardless of board interlocks with KY companies. However,
the financial statement comparability for KY companies does not improve. Instead, it
shows signs of deterioration compared to non-KY companies. One possible reason is
that the fraud case coincided with the COVID-19 pandemic, restricting auditors from
conducting on-site audits of KY companies with overseas operations. This finding suggests
during the pandemic, the location of company operations is a significant factor affecting

financial statement comparability.

4. Research Limitations/Implications

The primary limitation of this study lies in the timing of the Pharmally Case, which
occurred in August 2020. To calculate comparability after the case of Pharmally using
a complete set of 16 quarters of data, it would be necessary to collect data through
September 2024 to obtain the first complete comparability measure based on 16 quarters.
Unfortunately, as of the final revision, we were still unable to obtain the complete data for
Q3 2024. Due to an insufficient data period, we cannot use the 16 quarters of data as used
in Hypotheses 1 and 2 to calculate the financial statement comparability for Hypotheses 3
to 5. We have to calculate the comparability using data from the first two quarters instead.
However, De Franco et al. (2011) notes when results using different periods align with the
main results calculated using 16 quarters, this limitation should not cause bias. Still, due
to the short post-incident period (only five quarters), we do not observe any significant

difference before and after the fraud case. Future studies with more post-incident data may

44



NTU Management Review Vol. 35 No. 1 Apr. 2025

provide clearer insights into the long-term impacts of the fraud case.

5. Originality/Contribution

This study comprehensively examines the relationship between KY companies
and financial statement comparability, further analyzing whether non-KY companies
having board interlocks with KY companies exhibit differences in financial statement
comparability compared to those without such interlocks. This study also investigates the
impacts of the case of Pharmally and the COVID-19 pandemic on financial statements
comparability of KY companies and that of non-KY companies. This unique dual-factor
situation reveals that due to the pandemic, auditors are unable to conduct on-site audits,
essentially preventing KY companies from improving their comparability like local
companies did after the fraud case.

The main contributions of this study are as follows. First, we address the gap that
past research rarely uses Taiwan data to study the financial statement comparability of K'Y
companies. Second, we consider the impact of board interlocks with KY companies on the
comparability of non-KY companies' financial statements. Third, we recognize that the
ability to conduct on-site audits is the key factor affecting audit quality under the influence
of both the case of Pharmally and the COVID-19 pandemic. This finding aligns with the
results of Choi, Kim, Qiu, and Zhang (2012), suggesting that the farther the distance is

between the auditee and the auditing firm, the poorer is the audit quality.
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