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Abstract

The study collects data of public listed companies in Taiwan from 2009 to 2017 to examine
the determinants that influence these company managements’ voluntary disclosures of
unaudited earnings after the implementation of the unaudited earnings reporting system on
the TSE Market Observation Post System (MOPS). This study further divides the sample
into three different disclosure frequencies, namely “Monthly,” “Quarterly,” and “None,”
to analyze the economic motivation behind managements’ decision-making on disclosure
frequency. The empirical results show that companies are more likely to voluntarily
disclose their unaudited earnings and have higher disclosure frequency when falling in the
following conditions: in the need of raising funds, of larger scales, with lower buy-and-
hold abnormal return, showing better operating performance, non-family controlled, with
larger board size, and with lower ratio of independent directors.

[ Keywords ] voluntary disclosure, unaudited earnings, disclosure frequency of unaudited
earnings, unaudited earnings reporting system
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BN A RE RS BHY 18% 5 e AR E MG HEEAYA TG 1,147 K (H:ET 9,566 {E#H
RE) - HEERE LA FEE 1,441 B 79% - I—HSRER - SEERFHRERS
Ei=F: NI 3 - ML i NI OYAN D T2 = F S R T = TN L - /AN R 2
FEE X ARBRDFERRE GRS - (JRERRREFERERE S EEE
R E AR o

— ~ Bk

R Ot i (B B ARG R - AW SRR AT S AR A L U E /N Y 1% B
99% H -8 BISE MR FFL (Winsorized) ¥ (% - FREFTHREMHB B R 4T -
3R 3 RUIHET ARG REUR - A& (PROFIT) WS35 0.06 - me/ME Ry -0.916
51 (7 EUR 0.01  BURIRE] EiifEA @ TRkl EA R EIERIRETT - B EREE
(DEBT) HIPH80R 0.191 - s - Bl =8 S & &) & E IR ©
HE RG] (MGT) BISFIE05 0231 » BRSNS » EEF R LB S
o BERERE AR LB (INSTD ~FH%0R 0.093 - UM S - ISR R LA
& e HAh - EEE MR (BOARD) Z P80 7.07 » e/ METs 4 0 S R(ER 15 © R
HBREFR A Zi5 5 26-3 5 | HZMUE - EREHREESENMIORTA - PEL
AIAEEIEE NBL - R 2 R S RO AR -

= B S

B 3% 4 73 HIY7R £ A Logit Model Bt Probit Model 7317 57 25 # & faj & 1
I PR i L A R e DR R R R SR » 7828 4 S AT ASEE Logit Model Eil Probit
Model #5185 7€ p [BHEEI 1% » B~ B8 1570 5 i 1 By 53 B 2 /K ¥E - 1] Logit
Model Ei Probit Model ] Pseudo R* 537155 19.63% Gl 19.48% » FE BRI (iR fERE
WE -

BEAh - 1855 4 A5 F AT DLEEH Logit Model K Probit Model {95 5 AH & KL -
Hr» FEFEAR (WCO) fe /A FIFE (SIZE) Bl H FEM: H# H AS 1R B B IEAHR - H.
EEH 10% (&) DLEEEZEKE - EURE A FEERT R LA EFIBEERR - flEn
RN ARIRRA - EHE H e R R R A AR - TS E R R

4 534 > Spearman Eil Pearson FHBHGRER I HTHURE R (RYISR) BUR - BEIE = BRI A E S8
il R SR A R BT P S A e Y A S B ) A B B B RO AR R L E 10% () DALBEEZK
HE o WAk - 5 B BRSNS - SRR S - B 2 SR MR R N B R -
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&3 HUMHRET

i b —

HH oM EEE RME L. REB e BAME

R

DECLARE, 0.098 0.297 0 0 0 0
DECLARE, 0.137 0.444 0 0 0 0 2
BEH

NCO 0.364 0.481 0 0 0 1 1
SIZE 15.069 1.389 12.317 14.071 14919 15903 19.361
COR 0.218 0.380 -0.743 -0.038 0.279 0.504 0.886
BHAR 0.015 0.340 -0.849 -0.191 -0.012 0.198 1.073
PROFIT 0.060 0.184 -0.916 0.010 0.081 0.158 0.413
DEBT 0.191 0.166 0 0.036 0.165 0.309 0.652
FAMILY 0.628 0.483 0 0 1 1 1
INSTI 0.093 0.129 0 0.006 0.041 0.122 0.614
MGT 0.231 0.146 0.026 0.122 0.193 0.303 0.692
BOARD 7.070 1.971 4 5 7 8 15
INDBOARD 0.230 0.170 0 0 0.286 0.375 0.571

HIBEERFRER1-

il TEBEARATHRSEH - BEIRAZE R (BHAR) B H FEE ¥ B A5E
s Ry EHE HER] 5% (&) DLEEEIKYE - EREEEEE R RN A R E T
IR > SRR H R B AS TR 5 ORI (PROFIT) FIH BEME FR ¥ H A H 2t B AR
B ELEEE] 1% BEEKHE » BURTCERUERN A E] - HEBHEE BUIBER AR - 8]
FEE H B R E AS R - SERHEE AR E T S E IR - FRESE (FAMILY) 8
BRI R B AR Ry BRI B E 5% BHE/KYE - BURNE AR RIEMEFER - B
RAFIREEBEEZREES - HFEKEEEAFRSEEEER - 6 EHE
R ELINAT R R AR S8 R — B R B A - BOMEME B B AURE R Z [
(& fFe e CHE R E R - HEGE AR (BOARD) B EHFATEH & H #fE A =
THEA HZEE] 10% (&) DLEEEIKYE  BUuRbad E5a \Biehn - REEHERN
JiEfRTE > FIRe R BN E R EE KYE - iR - JBILE G K (INDBOARD) B HFATE
AR B iR 2 3 B R HSEF 5% B K - IAS R AT RE RS BILE R HE
BEXHE - HEERMERRESRSE  fRERADREERARR - EHER
(R A A At B AR - IR Sk (REE R RE R -
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Fx4 FEESHEREAEHBMEERGERATRZRZEREER
De[?endent Predicted ' (1) .(2)
Variable Sign Logit Model Probit Model
DECLAER, Coefficient  Marginal Effect  Coefficient  Marginal Effect
NCO + 0.1058 0.0078 0.0712° 0.0100
(1.42) (1.82)
SIZE + 0.6560" 0.0484 0.3450™ 0.0485
(17.62) (17.56)
COR ? -0.0055 -0.0004 0.0134 0.0019
(-0.06) (0.28)
BHAR - -0.2755" -0.0203 -0.1350" -0.0190
(-2.45) (-2.32)
PROFIT + 2.3832" 0.1757 1.11417 0.1566
(7.28) (6.93)
DEBT + 0.0797 0.0059 0.0140 0.0020
(0.32) (0.11)
FAMILY - -0.1203" -0.0089 -0.0808" -0.0114
(-1.65) (-2.12)
INSTI + -0.4363 -0.0322 -0.0964 -0.0135
(-1.35) (-0.56)
MGT - -0.0548 -0.0040 0.0171 0.0024
(-0.22) (0.13)
BOARD ? 0.0360" 0.0027 0.0169° 0.0024
(2.02) (1.76)
INDBOARD ? -0.4838" -0.0357 -0.2574" -0.0362
(-2.07) (-2.13)
_cons -15.1950" -7.9509™"
(-18.91) (-21.21)
YEAR erecr Yes Yes
INDgerecr Yes Yes
N 12,115 12,115
Pseudo R’ 19.63% 19.48%
LR chi? 1,522.46 " 1,510.63"
chi’ p-value (0.00) (0.00)

i EEERFRR
FEMRRER z B BEE " p<01-*p<0.05 " p<001 FIBEKERTEHAR  HAE
BiE 5 HEIAEERE
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HIS5— 12092 » B AR IR LL B UNSTI) Hi H f5 18 H i SRR BRI - 1F
Logit Model 23 & HHRH HZH] 10% #& /K 4E ; {HEEE Probit Model H1HIAS Hfi At
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RE2 & TR T I LU PTG S I - Bm] s b/ RIvR R AR » S (s B8 e AR e
FEEIRAVEE A -

5591+ HHIA Logit Model B2 Probit Model FE#F PRI » B 58 4 SR A AL A5 3147
HEREIS HI25 B S SH R B B s B 5 7] R R 1+ T SR FE i 25 B A B IR
R B - BASGE— 2 B B A E RS (Marginal Effect) 41255 4 < ¢
Logit Model H:2FERURER - H &R (PROFIT) BN IR (SIZE) BEfI—171E
20 EHEE R R E AR IR 3 BIURFIE N 17.57% B 4.84% 5 ‘EH L E
H¥E X (INDBOARD) Bits N Fiit Lh il (INSTI) 3§ hn—IEHeA 0 - EHE R E
FER BRI & 4 I 3.57% B 3.22% - MAEFATH B RS 2y - {kHE
FERRE RN R  #YE B (PROFIT) ~ R FFUR (SIZE) ~ HILEHRE X
(INDBOARD) ~ H&f \¥5 5 ELBl (INSTI) ~ BT A ZH WM (BHAR) ~ KGR
(FAMILY) ~ ZEEHEAR (NCO) ~ HEEHUE (BOARD)

A Rl — 2 e E R 3 B B 88 B AS 1B R AR ERIZR » R 5 43
%~ F Order Logit Model B Order Probit Model 7 S EF 5 5E - E 9 » (/€3 5 45
FATDI#S A » Order Logit Model B Order Probit Model B /56 & p (EEHER 1% -
BT HE R S A P S 53 BH /K YE > 1] Order Logit Model Eil Order Probit Model )
Pseudo R* 53 HI Ry 15.5% 81 14.59% » JREER IS BRI AR RERE S M « R > RS IR
HURSZ B EAR (NCO) ~ L FIFIE (SIZE) ~ EEG KR (BOARD) DL K i E #E8 50
(PROFIT) &8 H [FE FH # H A 18 2 e 85 AU SR B IEAERA HOZE] 10% (&) Dl EEEEE
JKHE - S RIFFERER HI, H2, H10, HS BYFERH - EGEN A R W (BHAR) ~ % E
1% (FAMILY) LAR S8BT #E %K (INDBOARD) B FE FR 3 F5 18 28 8 TR IR by
BAHR ESZE] 10% (&) DLEEEZE/KYE - IR BIRF & RER H4 ~ H7 ~ HI1 BYTEI -
1B & AR EL B (INSTT) B [ i PR 3 il 8 ek Ha B A R R B 8 B Y &M
e - B3R HE THIARS SRS - HATRE IR AIAIANZR 4 BUAS S B At » fhAh - 5
Order Logit Model <& ERUSRER » 50 BE M E 5 H R 55 2 AS IR =R r S 8
H B T KB R e R i B (PROFIT) ~ HERER & AT % LLB (INSTI) DL
NI (SIZE) -

W% - A RS ESARDIIIREBR MR ERE - 525 8R4 'R R
FHHA) S48 1y B8 B (Chen et al., 2008) - B FSLDIEIR 48 (817 ) & Y8 ey
MLAHWe8E (BF) W8 (AIEEIERE AR LG UNSTH BEEMHEERE SR (MGT,
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*®5 FETEERBRMPRBGEMERIATERER
(1) (2)

\[;jﬁjglient Prec.iicted Order Logit Model Order Probit Model

pecuaER, "% cootent (o0t S WS costient a0t S e

NCO + 0.0953' 0.0018  0.0032 -0.0050 0.0714"  0.0032 0.0054 -0.0085
(1.31) (1.90)

SIZE + 0.6283"  0.0117  0.0211 -0.0329 0.3087"  0.0137 0.0232 -0.0369
(17.29) (16.39)

COR ? -0.0139  -0.0003 -0.0005 0.0007 0.0012 0.0001  0.0001 -0.0001
(-0.15) (0.03)

BHAR - -0.2468" -0.0046 -0.0083 0.0129 -0.1216"  -0.0054 -0.0091 0.0145
(-2.23) (-2.16)

PROFIT + 248787  0.0463 0.0837 -0.1301 121837  0.0539 0.0915 -0.1454
(7.73) (7.82)

DEBT + 0.0414 0.0008 0.0014 -0.0022 0.0062 0.0003 0.0005 -0.0007
(0.17) (0.05)

FAMILY - -0.1407"  -0.0026 -0.0047 0.0074  -0.1045" -0.0046 -0.0079 0.0125
(-1.96) (-2.83)

INSTI + -0.8217" -0.0153 -0.0277 0.0430 -0.2839" -0.0126 -0.0213 0.0339
(-2.58) (-1.69)

MGT - 0.0224 0.0004 0.0008 -0.0012 0.0876 0.0039 0.0066 -0.0105
(0.09) (0.69)

BOARD ? 0.0438"  0.0008 0.0015 -0.0023 0.0233"  0.0010 0.0017 -0.0028
(2.52) (2.55)

INDBOARD  ? -0.4267°  -0.0079 -0.0144 0.0223  -0.2498"  -0.0110 -0.0188 0.0298
(-1.87) (-2.14)

cutt

_cons 14.7571" 7.3538""
(18.63) (20.50)

cut2

_cons 15.8645" 7.8978"
(19.95) (21.95)

YEARgrrecr Yes Yes

INDgerecr Yes Yes

N 12,115 12,115

Pseudo R? 15.50% 14.59%

LR chi? 1,449.46™ 1,364.54™

chi’ p-value (0.00) (0.00)

B EHERFRR1-
IR E 2z BEE*p<0.1-**p<0.05 " p<0.01 RIEESHEERYPAA  HAERRT  EEIALERTE -
Margin Effect (1) fARZESHEHME B HAITIHET * DECLAER, /5 2 (3ZAHIR) AUERSUE ; Margin Effect (2) fE&R%
BEHEHMBAEHTISET  DECLAER, B 1 (12ZHR) FIZEHE » Margin Effect (3) KRZBEHEHMBEHTY
{EF » DECLAER, % 0 (THR) ABEEHR -
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143



The Determinants of Voluntary Disclosure of Unaudited Earnings by Listed Company on Market Observation
Post System

th ~ 5w

2008 R EG Ry 7 im{LE BB S ERAEENEE - A ERE A
MR ENZEEY - bR E NERE N R A - (BT &SR ESE R
7 WINAPIERETAGHE S B S PG - B E B B RS E R R - HRRTRE
BRF A B E B TE B AR FF i - BEAREERIREE 2009 FF2 5 EE M ZF - HE
EHATR b - AW FE AR IR M E T B R B A58 o HH e R e R A B R R Y
BRT © AWEFELL 2009 £ 2017 F2E EHiiEAFRIIZEAA - FRRBHLERER
H A HR i B SR PR E R38R - Mt — D o i s B B R AN ] F R SR R Y
B o

HEAGRET - EAFEFENTEARNTE R A A RERCRE - EEE R
HIFE S E R AR - B ESRaE - E B R B SR DR
BRSO EEE RS HEH R AR EN - SRR - EAF
IEBR Rk - EEGHIEERR DU IBILE F I GRS - BVE S R R AT
REMEGRE  FHERYH AR E S EmEN R RERE -

AW R — R MENTFE - i AR T B B R S SRR AT REHE IR B
BB H R B iR P o iEEE B AR i A A o M E R A HE (RS
B2 HAAMIERGES BRI BRI - BN A D R A A RER B
K3 - DAIRERs i 38 2 T E R B PG R8s HAs B (T HryEntk -

144



NTU Management Review Vol. 32 No. 1 Apr. 2022

The Determinants of Voluntary Disclosure of Unaudited Earnings
by Listed Companies on the Market Observation Post System

Jan-Zan Lee, Department of Accountancy, National Taipei University
Hsiu-Mei Liao, Department of Accounting, Ming Chuan University
Hsin-Ping Ma, Sunrise CPA firm

1. Purpose/Objective

At the end of 2008, the Financial Supervisory Commission (FSC) designate Taiwan
Stock Exchange Corporation and Taipei Exchange to revised the “Taiwan Stock Exchange
Corporation Rules Governing Information Filing by Companies with TWSE Listed
Securities and Offshore Fund Institutions with TWSE Listed Offshore Exchange-Traded
Funds” and “Taipei Exchange Rules Governing Information Reporting by Companies with
TPEx Listed Securities,” respectively. FSC introduced the unaudited earnings reporting
system simultaneously, which can be found on the Market Observation Post System
(MOPS). The reporting system, implemented in 2009, aims to strengthen the supervision
of public listed companies’ voluntary disclosure of unaudited earnings; to shorten the
information gap between the companies and investors regarding the income statements; to
help investors simplify the information collection process and reduce related costs.

This unaudited earnings reporting system is different from the voluntary disclosure
of unaudited earnings via media and/or the financial forecast announcements made by
a company’s management. This study aims to examine the economic incentives for a
company’s management to voluntarily disclose unaudited earnings on the reporting
system, and to further analyzes the motives that impact management’s decision-making on

the frequency of voluntary disclosure of unaudited earnings.

2. Design/Methodology/Approach

This study established 11 determinants of voluntary disclosure of unaudited
earnings by Listed Company on Market Observation Post System under Capital Markets
Transactions Hypothesis, Signaling Hypothesis and Mitigating Agency Hypothesis,
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which include new capital funding (NCO), size of the company (SIZE), the correlation
between accounting earnings and stock return (COR), buy-and-hold abnormal return
(BHAR), operating performance (PROFIT), debt ratio (DEBT), management shareholding
(MGT), family business (FAMILY), institutional shareholding (INSTI), size of the Board of
Directors (BOARD), and ratio of independent directors (INDBOARD).

This study applies the Logit/Probit Model to analyze the determinants associated
with public listed companies that voluntarily disclosed unaudited earnings on the MOPS
between 2009 and 2017. According to the information filing rules, publicly listed
companies may choose to file on a monthly or quarterly basis. Thus, this study further
divides the disclosure of unaudited earnings into three different categories, namely
“Monthly,” “Quarterly,” and “Not-disclosed.” We accordingly analyze the various motives
of management’s disclosure decisions by applying the Order Logit/Order Probit Model to

obtain more comprehensive understandings about their decisions.

3. Findings

First, this study shows that companies in need of raising funds, and/or those of larger
scales are more likely to voluntarily disclose the unaudited earnings and have higher
disclosure frequency. The result is in line with the Capital Market Transaction Hypothesis.
Second, this study indicates that companies with lower buy-and-hold abnormal return and
better operating performance are more likely to voluntarily disclose the unaudited earnings
and have higher disclosure frequency. The result is in line with the Signaling Hypothesis.
Third, this study also reveals that non-family controlled companies, companies with
larger board size, and those with lower ratio of independent directors are more likely
to voluntarily disclose the unaudited earnings and have higher disclosure frequency to
decrease agency cost between managers and outside shareholders. The result is in line with

the Mitigating Agency Hypothesis.

4. Research Limitations/Implications

Based on past relevant theories and literature, this exploratory study builds

hypotheses and confirms certain economic incentives that influence the management’s
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voluntarily disclosure of unaudited earnings on the MOPS. However, the empirical model
coefficient of determination shows that there may be other influential factors that have yet
to be considered. Future studies may further explore other possible associating factors to

further understand management’s motives for voluntarily disclosing unaudited earnings.

5. Originality/Contribution

This study makes several contributions to the extant literature. First, since its
implementation in 2009, no existing studies have focused on the voluntary disclosure of
unaudited earnings on this reporting system built in the MOPS and this study fills in the
gap. Apart from exploring the economic incentives on management’s voluntary disclosures
of unaudited earnings, this study also investigates the motives behind management’s
voluntary disclosure decision-making.

Second, the empirical results of this study facilitate relevant authorities to better
understand the current state of companies and the factors that influence the implementation
of the reporting system. These influential factors include ratios, trends, and characteristics
(including the frequency of disclosure) of the companies and shall serve as a reference
for future revisions of the system. In addition, our findings could help capital market
stakeholders to further understand the economic motives behind a company’s voluntary
disclosure of unaudited earnings, and thus improve their investment decision-making
processes.

Finally, since the unaudited earnings disclosure is voluntary, future studies on
economic consequences of the unaudited earnings reporting system will encounter
endogenous self-selection issues (such as the impact of voluntary disclosure of unaudited
earnings on earnings quality, etc.). Thus, a thorough understanding of the factors
associating with management’s motives on the voluntary disclosures are essential when
trying to solve these issues. Our experimental results may serve as a reference for building
models to control parameters for endogenous self-selection issues when further exploring

the economic consequences in the future.
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