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Abstract

Using C-Score, which is a firm-year measure of earnings conservatism developed by
Khan and Watts (2009), this study examines the effect of directors’ and officers’ liability
(D&O) insurance on earnings conservatism, and explores whether the increased litigation
risk caused by firm’s cross-country-listing would influence the relationship between D&O
insurance and earnings conservatism. With a sample of years 2008 - 2010, the empirical
result confirms a significantly positive relationship between D&O insurance and earnings
conservatism. Furthermore, our findings suggest that the greater the D&O insurance
coverage, the stronger the relationship between D&O insurance and earnings conservatism.
Finally, we do not find any significant evidence that cross-country-listing helps strengthen
the aforementioned relationship.

Keywords: Directors’ and officers’ liability insurance, Earnings conservatism, C-SCOre,
Basu model.
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¥ 5 52 d (4 (Basu 1997; Holthausen and Watts 2001; Watts 2003a, 2003b;
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&< 7r ¢ * Basu fi-;¢ 2 Givoly and Hayn (2000) 573 4! i3+ A #F 5\ 78 240
MR AR RRE B> Y 2 o KaE2 7 M D&O ' § keh
v‘)}%? FIR o 2T Y D&O gk o o @ B uEFEG Mo R FA
sl (MAsfee ke £ & 2008 ; Core 1997; O’Sullivan 2002; Chung and Wynn
2008)°%c @ # 3 P W A B ERTABI S () 2P RF D&O % -
PR REASAR T 2 0 2P MR D&O i ik G - N 2 i Ft
FEE D&O ' e LA TF ¢ B EFAREN » ¥ i Findltk & p A EH PR
B ofmA K,% R N e m/f@“’%‘”ﬂ'] ( Endogenous Binary Treatment Model -
?;? # % EBTM) 95 % #1274 (maximum likelihood estimator)ié i+ PSR SRR
7 ¢ * Heckman (1979)7 F# £~ iv 3+ /% (two-stage approach):« 2 8w 4 Hcfe /%
(propen5|ty score matching method) i % TR (iR > ZBIH] p N EH %
DE TR & & RN LI
A2 QLR 0 2 7MY D&O g erid-Rawrs PR NER R
WIRE OFTRIIRETED ANER %é’—éﬂﬁ" SHEROPE e ipdlp AER
fﬁ’aéf’—%éé P RESEFIMEY D&O g2 07 > FHAET L G R DRk
BT BT 0 BEY D&O W AT BAARIEAR § 4 F o2
ﬁﬁ%?%ﬁﬁ% BAOERT At 0 T2 05 R 0
x% HHEE D&O 'z > P R FARTEE ¢ { P & o

 Blde t E AT D&O 4 2 P Ap -t A pE§ D&O lR—“ﬁ}m\' ,?gg F) LA D pAiER G A S
:i_lz_.fl“'/\a)}.ﬁﬁi-ﬂ‘:@;ﬂ,w£&?—é\ﬂj\j\ ;Lj‘zgé;ﬁ%

S EBTM #7348 = i 5e= 5832 47 2 35 > Villalonga and Amit (2006)#;5;# FOREAGOR L LD P
B PP 2R 2R A B QO HE R UG PR R P ST LI P R
LA g E AT I EBTM (7447 o


http://lawdata.com.tw/tw/search_list.aspx?SearchKey=34886&type=AC&show_name=%e7%8e%8b%e8%b2%9e%e9%9d%9c
http://lawdata.com.tw/tw/search_list.aspx?SearchKey=75328&type=AC&show_name=%e6%bd%98%e8%99%b9%e8%8f%af
http://lawdata.com.tw/tw/search_list.aspx?SearchKey=60632&type=AC&show_name=%e6%88%9a%e5%8b%99%e5%90%9b

114 PrPE 0 % 634 > 2016 & 7 0

A RFBHEP T DR RS s Ry FEF L RRES S 2L
8

Skt = %ﬁ{@ﬂgiﬁ\ﬂ\mi&**‘*}'j\’}g’ FESLRESS
Bfo— @RGSR 2k

§~¢ﬁ?ﬁﬁpiﬁa
- ~ AR D&O %% E LF B R

GEEETLTL PG LEI A AR o
= #FIK/—-/‘Z‘:[F##D LCD w ‘f);éi..l% Ejéf:i{l If"—_"ﬁ,c,ﬂ'@—\i T@-FR
Mk FREHMBEST P + 2 iﬁé’gﬁ]‘?%q 5 R At e

i

wwﬁ@%V“Z?°#?’rﬁ*%ﬁ&£$E¢

:u(%ﬁa%ﬂw>—£@ﬂJﬂ ﬁ%)« i E
F it 2 3248 07 S8 2 F D72 400 ’i«;}:] E
%’i%&éh%’ﬂﬁﬁiéi%&°&%ﬂ TEAHMAER F o AR R
P22 F FARP I PRI e FEE 75 0 & I“’%')»?&T\?"?s"“’ﬁf?
&%ﬂ;%w‘o+q$§$.$ﬂ SR 0 p 2009 E B s 4RV o T
LR AR R A T g AR L F TR P
PE%E«EW§4??ﬁ? & o

Lok s AR L A 2008 E 1107 18 p g T A X R S TR
7L F ﬁ},x%;fgf_ﬁjﬂ;}qifﬂ@}iﬁgtwalw]%_ﬁjﬁiﬁ@%%ﬁﬁ&fﬁ?j
MYSFIFEPEE DM R3S LAS 2652 RV AP HFT
EEBRAPRET ErRTA 1@"“ ?¥E}i.§?7"4 PPy AR E RN
A% e @ \]gll'}ﬂ}ﬁé’ R %390 Rr o A P

NP FARLRAL € A3k T %fiEﬂﬂp\fjﬁﬁ*ﬁ?%ﬁ%lﬁ%ﬁﬁ%@é1?%%?’
ﬂj‘_‘é;,.:r;ﬁ'-"ﬁ,u"“ M A4 EFSEEN gL Famgs P E R
FLTZh's -
Pb'i’d*&WF\ff%%‘?’"&#"F FJIE—FE,&Fém:}r.F;! 3 FULE = A
4 /TH&* Lo d e AE L EEFTEELBRE T T HR
Al R ﬁiaﬁﬁﬁﬁﬁii’w@*@é’WWQ?%
LBRHIRF Tk R f © R T

A
A
EAHTAPFEL S
>

BRACHED R T R

ANENN
v‘# - F

‘—\
SR

o b
(N

3

wyh

Sl

“'q,
4 a3 I
\‘“’r\ )‘a ,dﬂ

‘:?
é;f =
TEFS

\

%
b
b

=

Wi Y o S TR A
B+ ~2010 #F 5 48 B~ ~2

;&k

T4 g A R 447 2008 £9 5 16 A - 2009 £ 45 50
114{ ]1 337 ]E},’L‘ °

o



BAE ERE SR -FETTELNAF ERan PaRiEn 115

- EF DO ik ¢ PR

RERI & D¢ RAIZ - o Watts (20038)3% 5 3R ep4733F 4 18 *
H¥ g”‘f,ﬁlk Meng foi B R ARG HmEm s AN RBETFF o S o
¥ %*Aﬁ%%iﬂumﬁéﬂ??%&ﬁ‘iﬁm%ﬂﬁﬁflﬁé
£ »z % M4 (LaFond and Watts 2008; Zhang 2008) ~ *% i1 373~ = A (Ball, Kothari, and
Robin 2000; Qiang 2007)% ¢ | k *& (Ball and Shivakumar 2005) 2 % j&* d= 424 §
#(Qiang 2007) -

N EEEEFRLIE S aF p Y €2 e8P 2 - > 7P D&O
Fig B 0 P IRE & - Thoigd 2 [}?J\'wu; P Y D&OEE > ¥ BT 73
AR PR (D) E e N7 DN RET BRI R §
FEFEFPFEAFTRP I FREFRFESPHEY 2 27 oL fF R
(M2 4a2 fe £ £ 2008 ; Holderness 1990; Baker and Griffith 2007 ) ; (2)D&0O
T R S 2MEE - LI RAETEFAEF T RERET EE D
A8 BE > b D&O R #-¢ it g ¥ 2 B 4p 3 £ 74 (Holderness 1990 ;
LEE =y A, 2008) (3)FL% D&Oli%‘emé FOLRCE SRS L
2 F ¥ 2 2 (M fae i £ & 2008 ; Bhagat, Brickley, and Coles
1987; Holderness 1990 Daniels and Hutton 1993) o F|p > R D&O i e
Ap 5 14 2 P p Tty 0 Hf e AR LR o

D&O ' ¥ @ AW LB R 55 2 b engi2 o § 45 o 2 D&OKF'%
Mg RGP RSP LY ERR WL PR AH 2T R F
TOFRREHI FR RGN AT G T BAREIH
g o B d WHED&OFE G N PR F b g &L ﬁ-i?a)&v# T ¥
ABMFAig onb P Al ERET A AR R RN FTOERFE
Z 4>(Beekes, Pope, and Young 2004; Garcia Lara Garcia Osma, and Pefalva
2009) » Y EEHFHUEEEFINALE AT L NERFRLGE HEET
* % ;}Em? A o gt ek 77"}5 ;ﬂk;:u; ﬁ#%'ﬁlD&oli“éﬁ (s> F]m g = B)’ia\(i\‘
BT MR ARDIED R ERERE > gH emn P F g E T2
BIFLE 2R Pagamah o { € WRET i A 4R E P 4 (Bhagat et al.
1987; Gutiérrez 2003; Baker and Griffith 2007)11 o K_F itk B 247 0 D&O %
20§ M e 2 P P ARAR P enfE izt o

B o F - R RS 0 D&OBEH A T D F sk o T KT
IR A A Z FAA A SPHPREERNT RETE A RSP D
I E € 3 %= (Watts 2003a, 2003b; Ahmed and Duellman 2007; LaFond and
Roychowdhury 2008; Chi et al. 2009; Khan and Watts 2009) - gt ¢t » 2¥ % < }I%”T
BMor o 2E2F a8 FAFEOERMET £~ R 5 (Ball et al. 2000; Lang,

ny

]
B

Bl

Ui el Dye (1993)43% F1 < 2] g - R AR a4 R > FlA MR A 7 X 4 € 40
AEFFERT AAEPFIBRTLELRF OVFER G f§REFREDFIRET -



116 PrPE 0 % 634 > 2016 & 7 0

Raedy, and Yetman 2003; Ryan and Zarowin 2003; Watts 2003b; Ball and
Shivakumar 2005; Seetharaman, Srinidhi, and Swanson 2005; Bushman and
Piotroski 2006) » d **D&OFE'G#-F & 2 L g ML hZ EF EHBELEF
GO P Fa ETEEFHAFE A RERFRBNEL > AR E R
= o 4e > Chung and Wynn (2008) 7r 2 SRD&O if*e &2 & & F AR it 1 & &
¥ f 4p B 5 Chalmers, Dann, and Harford (2002)% 3.D&O " &2 + 5 {4 = & 2_ %
LARE s BEap A - Wynn (2008) B3 AL 77 2 D&OHFre » ¢ i3 = o @4t
BAREAHE SRR L2 FRER o H T 2 0 G E £ R A 15 0 D&OFE 12
TFE @ g P FARFEERN

Feladtro Q)E%Hﬁ\:’?i%' D&O ' 14 » $2 7 F AR
By~ F A ZPE-mF],z— v f A2 3 IR D&O g H F AR L R S
o0 W D&O R'GEFE BB T PAREREN o A2 BE- E 24T
(P> B N ER) !

LadriEt2 82T Y DE&O B § B EX7 o nfiits o
P EBFF LD () 2P LM P AR R4 2 T
m?$’*“””{ﬂP eEET oA F AR EERELN TG B
7 “*%’%%ﬁi?ﬁﬁﬁwﬁﬁw\ SR 2k gff’fiﬁ"h‘zéﬁi
?&@?]P\E&“f TR AR B AP R RS EE R BRAF G
mwpggﬁﬁgﬁﬁ’ VA g MR RFEI A T 4o

O 'k g 40 @ AR RIY 27 BHETE > 277 &
%%2‘ AR R A FE R A FIEEEA 2 BB A A D&O FF R
RF > @ ¢ D&O Hig § H 4 & 7 FARRIORAERF AR HE > Aok T
D&O i § ' 12 7 Zapenflitit » RIY 2 TBREFTE -+ § Fl5 275
PR EH A @ 6 D&O Fre € RO P FAEREL RR RS o #H3
2> F L D&O Frh P FHRELIRL v B %”’qunﬁﬁ%?*%ﬂ
BEMBILLP A F 2 A D&0 RGH FHRELTRE » BB A
gﬂ?ﬁ@i?ﬁ%ﬁﬁﬁ%%ﬁg%¢°qt’#?g % £ 21 D&O %%
ERT'S V1N N N R PR S P W R

4‘\
N

A~ “*‘3' W}} lm} =
3
.‘-
;w

]

P}

B -
vkﬁM**M@

&z

B A BGRS 22 4o (HE BRGS KER):
H2:D&O H% & FHREHZ MMBEFL 27 A EFTa 44
£33 -

2 p g fe s R £ 2 (2008)4 0§ £ E W LE B 7532 E(ADR) 0 RIFIE ik R G RF o 7
PABFEL AR LERMEFEL R B L ITRAINLNTA > FILEARL G FHRF -

B Gupta and Prakash (2012)F= 5 7 > m L E R B ehde £ 4 £ ¥ > B 3 D&O R'& A »
e o T g RFHAER +"#; 2008 & 3 2010 # & S3t 0 § ek EFeng ¥ o Y D&O
$@$W*lh&a4ﬂM04m’m%Lmﬁ+§pm¢#’%%D&O%@ﬁﬁiiﬁ&@g
127,087 +F = o Flpt > fps AR FA G EFOL L e FA G EEehf £ D&O FG IR L 1F
#E e



FAE CBARSFER -GS TLERRA @Rl FHeEL 117

-3."%
-
-

NEE,

RERM Gdp gt R o P 5y
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RLE & o 4 H i LRna] 5 FIF e BB AR s PTG LR
P AT A RIS RO ALR s 0 i R RN BT 4 SRR R § 3 SR
(Basu 1997) -

ETTIWERD L REY £ S
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LR F AR OT EFA T Y o Basu (1997)) * F AR pdF ) L B
Lend B ArEfpens vt §f (reverse regression) -3 £ 2 ~ }gkﬁcﬁ; i A
(Ryan 2006) > B € @AAL FAERL PIF A LR B P AT R B
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EARN,, =7, +7, NEG, , +(u  +t, SIZE, + s MB,  +p, LEV, )x RET,,
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+0,,SIZE | +0, MB, +9, LEV, +0, SIZE, xNEG,,
+6, MB, xNEG, ,+d, [LEV, xNEG,  +¢,,. (1)

5,5! v T‘F‘ I‘LZ\ ?\Qﬂl},i}: t -& EARN L&“‘i #JE E] m?fith
Flo i fgE s @ s RETZ # 5 1 38 9 & & 38 Y 5 (buy-and-hold
return)™® ; NEG % & % @:’éRET,—,\éﬂi"ENEG,—,\l F2 450 L5342 ®
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(EARN)$H4# i) L e 488 > @ nd % €3+ é&a’%fgﬁ;ﬂ‘ A (rd g edR e 4o L gER ) G R AR
AR FEFIAL G AR KR EFAEIR L ARRIIRE P I P 4 S 1

Pho2012 grEALF o d 0 ERID () 2P ERMBELTRAF ) Re 22 7
PRI EEFM G t 20 b P t+] £ 4 P SR EIREY S (annual returns compounded) %

e -
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AEREM g c® SIZES & PR NEATARHIEEE S MBL D BEE
Ll 1 ﬁj‘é - fE‘v‘_ //\ | /i ]E_T;TE LEV,? g i Ll :‘%" s 1) 5‘&;{ KZ];\ 1 ﬁﬁ "\ fg_-r o
i

@ % 0 fe 3 C-Scoreshih 3 (D 2 E e chBasutiest st
(3 ‘Eéfﬁ FHREEE S B3 E(AL o Ao A 40005 (2

& @ RHE(SIZE) ~ BB (MB)K fo o F(LEV) &~ (2)
Vo wE EDE R P & & B C-Scorer B M A& 3’\4\ AnEEREFP fkifn‘

Wil L e $FACR AR 0 7 WC-Score i g B 0 K A 2 7 eng drde i g 48
C-Score , =4, +4, SIZE, , + 4, MB, +4, LEV, . )

“RE

Phomiat 0 P EHMET D&O % & F O ZERE A fe (random
distribution) » & ¥ D&O &g 4 5 *F 4 % #c > 2 OLS #5734 C-Score ¥ D&O
e 2 BRI TR PR R T A WA S P e A 2L FE# D&O ik AT
BA s T D&O RGE FAREEN G AN 2 PR A B * OLS
et BT AL T - f’((inconsistent)'rﬁb““\ﬁﬁzf;’ E o ER AT D&O g 4
AR .ﬁg,fgb >z % pF 1) IR i 35 (Chung and Wynn 2008) = F]gt » & 7 3244k A&
Foaeorep NERER f—mf" Fooar g EBTM & d4p A EF ok 8 e
C-Score £2 D&O %% 2_ i B 14 o

BrLt § > )*Jc A3t EBTM P> % 5 * Heckman (1979)% rf i iz 350 »
e Lennox, FranC|s, and Wang (2012):2 % A FE i mitiz 2wt % 5 FIRE R
AR T 2 B R RPN ERE B AR RET R
AT R Bk PRI E pry LRGN oK L RFELEEZ ;f?u;i.]@;’ j\é
¥ 12 Heckman (1979) 5 FF it 2hiE 11 2 M & Befie 2 2041 p NEH B @
& AT MBI

t D&O g E Bz >+ > A2 188 %45 M2 D&0 %% 3
FFE 2 }I?e (M ¥i4ee e £ £ 2008 ; Holderness 1990; Core 1997; O’Sullivan
2002; Chung and Wynn 2008; Zou, Wong, Shum, Xiong and Yan 2008 )- 12 35 49 B
v;};& B D&O e G KT ZEFR LG~ S PR 2P RETFE G
ﬁg ° Pjut o A2 2 f D&O ' E % 2 Probit ﬁﬂgwﬂ (127 4% D&O %%

A

6 4 9

A1t » Basu (1997) A A 58 ¢ §rE - FAHER ) LB if R B8R > Ao~ Asgi~ Ao A
wa%

i P HAH(SIZE) ~ B g Bt (MB)2 f vt 5 (LEV)iS 3+ *ﬁfﬁ%f*&iﬂ g mi‘a% AR A2
R URES W S ok LG Tues dore Ao DL (B
% 2011; 2 § # % 2012 ; Khan and Watts 2009 ) -
T OLS fresteni % b pF & 42 f 2\ iF 45 5c % (self-selection effect) 2 A% »x % (treatment effect) » EJ® »x %
4 2 F BiE#H D&O %% ¥ C-Score e % (22 R &4k4 B 2013) -


http://lawdata.com.tw/tw/search_list.aspx?SearchKey=34886&type=AC&show_name=%e7%8e%8b%e8%b2%9e%e9%9d%9c
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Pr (Do), = a, +a,BETA, +@,ROA, , +a,LEV, ,+ a,RESTATE, +a,MB,
+a,GDR, +0,INDUSTRY , +a,STOCK, +0,,SIZE
+a,INDDIR, +a,,CONTROI, , +a,,CONTROLOWN |
+0,,MGTOWN , , +a,,BONUS, , + 4 . ©)

He o DO 24w 3] ¥ # § F D&O w& K3k 2 1) F 2 5 03BETA
PANELE MFATAER ﬁ;}\ (CAPM)#=2 ' i ROA 4 F A F » 1
RUEENR AT AFELEV S A G F o R R AT AFE
RESTATE ,;}*‘%& o FERFEHMIBAFLFRS L F 25 0 MB G
B E o EEH B E R D GDR G R FH A HRE
#ERE 1o F 2 5 0 INDUSTRY 3 i 5% # - ;‘ff\—ﬂiga?;ﬂi;ﬁf 21
F 2 % 0; STOCK ;a U at A gB R SIZE 52 P RH AT A Bl
£ INDDIR %= $% % /A = % ; CONTROL 3 #4013 &/ = ot & ;
CONTROLOWN ,i;c*'ﬁ:w fo4F it 0 MGTOWN % 532 4 3951t % 5 BONUS

PET MY

E 3 é;gleéfxfu CF TR TRFRRGA P REREFLE T R B
IS & D&O Tty o T34 B A G £ EE RS B kAT T (Core 1997,
O Sullivan 2002) - 2> @ 472k "G i~ > 3 2 Fmafs F 4 @ BooAT LSEL R

2 2 W (BETA) TAFPFROA) ~ FFFLEV)E MR EZ L %N
(RESTATE)leFp PAAAR %2 ST gd o ¥ 3EH D&O %% % ki ROA & F &
M % > w27 BETA "RESTATE~LEV X o B 5 o S L g~ g £ 5 2
Wb el g 0 o F ,é’}? fc LR D&O i » T8 F LT B R A
(Core 1997; O’Sullivan 2002; Zou et al. 2008) » * < 127 i % @1t (MB) 17 4 & £
ﬁﬁg 7N TR o o YR Y R ,'*I%?n—l‘a fx b i,?ggzdr » 3B (TR FEF Vi

PR B G A g PEAEE e TR b RS (MR R
Efr,,é 2008 ; Chung and Wynn 2008; Chen and Li 2010) > &2 Rp 7 % D&O
TR P UFFAGLREE T IAELE S KPP EFRMFTER
(GDR)1Z2 2 § 3 & £ (INDUSTRY)h2 @ » 4 D&O ' chE fi % « % & L ¥

COVR; Rpy)
BETA= ——
18 VARR )

HOR G BUESEMF Ry AT HEEEPF 0 Av s TE) 8 (Equity) 742 2 2 BETA
B HFE kLR koo

l9d AR - F,;FJ.)&»;ggﬁgﬁi% EhSP %;T.F'&‘%?;‘fs o) /‘};fF' k2 NP R
FEEEAGRA G RF RS 0 LA S AR I*&’ﬁ Fub ke e Y R
FataaEs st O F R NEFER R AR RGE o
O R B ITAIF 2 B A RS RS AL P 2 PR f%*é$§%w%

2oz n;;,\@ D&O %% 4 I 4 f;\;&?#z}fﬁz\{@é Moo LRGP KL RS 2
- A WETHBRELE LR U g s
D&O &t ehg f o
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G50 270 el R s g5 29 47 i Y D&O H% (MAfes
BER 2008 Zouetal. 2008) » A& < 12 9% 4 #cB 4+ #(STOCK) 3 » $24]
4e 1 K#'J o

e PR R AT IR R R A G B AR S 48 0
tet D&O g g feie+ (Core 1997) 5 fe ¥ — * 6 > * & 7 FIRFE s
(real-service efficiencies)fic§ 2 # gt A & & i< » € ' 14 D&O %' 13 &
(Mayers and Smith 1990) » #& & < #-2 & LA (SIZE) 0 ~ 45241 » & 72 8 2 4
D&O it F Finf = % o bois - D&O W% 7 ik 5 # TLF T AR chi 8 2
koA pue BT f'J':’i? o eIy MR Es 473 D&O 15'—‘%% 7 R E (1)
B2EF 5 SR REF > D&O Fre T o0 2 ?&iﬁv%fgé&vi % ¥
(O’Sullivan 2002; Zou et al. 2008) i & < %Eﬂp W %% % % (INDDIR)# D&O
i R RE AR o (2% AR A IR ARG R g gt
FOLK 2 AIE R Eon® B A LT RREAAFAPTFT
f D&O 'k > 3 4v B A Frpv 2. %F(Core 1997 ; Zou etal. 2008) ; e ¥ — * & >
#”ﬁé/}%; SER At 1L b VR E LR CR I i B R UL G £ TS RS
Kok g“:t MFHR 'R oMY F ARG A gigﬁﬁ » ik D&O %% e

* ¢ % i< (Core 1997) ot A% A w1 E B4R St 5 (CONTROL) & £ 4 4
%F'J $#F vt 5 (CONTROLOWN) % i & #5417k K erdp 4] 4 > @ 2 S8 B B 3041
=1L % (CONTROL) ~ # % £ 4] 3% 1L % (CONTROLOWN) ~ ‘& I 4 45 35 1L
(MGTOWN)% D&O % 2 £ ehB 8> v - (AD&O ' 5 ¥ 5 T A Ff2 -
WA AT DRO FHEHE N EFTI AEAR AEFLE TP P
P D&O i % Fc g % i5(Core 1997) : L ¥ - > & » FLEPF 48 A2 F
EFe g 2R g~ 0 4 D&O WeF A (MO E R LR
2008) - trk v #-F T T BV L B #(BONUS) 3 » 4241 » e 7 558 2 % D&O %
"7 @ «T\E’T’ﬁm?g” oo

#Y 0 507 D&O FEHEGRIEELEF (Bh- ) A2 ¥ 29
C-Score z_ = )gJe o 3E = B 40 C-Score 2 34058 (4) (< 1445 C-Score #7)) »
C-Score & &R 2 Lk ﬁ%%&f i %% DO ¢t > B irdlgd
Bl & 35 2 @ RHB(SIZE)~ f vk F(LEV) 3 &% v (MB)~ T A 3R ¥ 5 (ROA) ~
> P A 2 & #(AGE) ~ T R (CYCLE) 7 5 &2 41 % 8 (% W 5% 2011 ; Khan
and Watts 2009; Chi et al. 2009) - s~ » Pl B - 2 C-Score #-34l4e™ (i
A1)

C-Sco ré .= P+ b, Doi,t + ;S IZEi, et ﬁ4LEVi, et IBSMBi, o+ s ROAi, t
+ B, AGE; , + B,CYCLE, , +u, .. 4)

2 Mayers and Smith (1990)# | » ' 2 7 FIRLBCAE B £ 10 5 3 ER2IRA DS AR K 5 Fa K
LGOI F o d WA 2P 4 RS BELS % % mﬁ vaw&
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Hd o CScore &N AP ER FAMEEMS BciE; $8 DO 1A
#4705 F D&O B Hw 5 10 F 2 3 05SIZE AT A P # ¥ E 1 LEV
”%éé%”Q?g¢1’MB?HW%W”’”ﬁnﬁmf”ﬁﬁﬁﬁ;mm
.rjfﬁ.ﬂ’b Z4 KZ]E‘,I] &N )ﬁ T AGE Lo @ > oE H; CYCLE "“#"F' f;%

IRECEALE £ L ESE s & ] "$ LR fiﬁ*— °
HUWHBEFELR Y A A ALFFREGHORFTR 6 IR T

AR & #2 = (Khan and Watts 2009) » #+ pﬁPSIZEvf’C -Score s f AR RE o r;: ixE

““J_Llrlﬁ: ]1_,_1}\‘\”'54\14‘ Iziiﬁiﬁ'ﬂ‘ﬁ'ﬂ;'?\ %& :Qlkg;"‘gl% ;%?/i F',é_lﬁ‘_

EEER Ll "”’?F TIWAGKIE B R 1&'*{ LA~ T B RATE T aAE
TRReAERELGTG :J%'ir.rﬁ Far¥. Jm J:Z;* BB %Ti{ 2011 ; Watts 20033,
2003Db; Ball, Robin, and Sadka 2008 ) - # g # C-Score2 LEV 3 i 4p i - = & 8
gY@ A E I 4p B (Smith and Watts 1992) » AT fEREME T % 32 A
(Watts 2003a) » #<7¢ #f C-Score 2 MB & & 4p B - g f& it ene &1 g = Tus| &
FIRI L > wROA¢ & ¢ 3-8 4v @ T % (Khan and Watts 2009; Callen et al.
2010) » = @ = = R (AGE) 2 2 LT AT (CYCLE) g & 20 @ > T30 % $HE
ARR PR o BIPIRPF A AR € e 1‘»@ 55 (Khan and Watts 2009; Chi et al.
2009) -

Bk LT plEA G EF P (12 GDR §FE  Aek 2 PlA S EF
GDR 51> F 2 530) 2853 5B ALFFLZRE A ehzEFzz &
%’aﬁvﬂ\’ I sbgl/f%-x;\m,\g)iﬁﬁﬁ- > iEm e D&O ,&!ﬁﬁﬁéﬁ-ﬁéfg
12 B B ('FA\:’D ) A2 §F AN (4)P 4 » DOXGDR % #icdr;% (5) » Rl
o (A 2) cdekBE S 22 B2 HAEE D&O 'k € 3 4o & 'F 11
>?§%$%m&%ﬁ’ﬁ+§g PR EN RN RREDA A
75 #) DOXGDR 2 14 #c( B,)#-38 ¥ ~ >+ 0% -

r%ﬂ‘r“

C-Score, = 3, + 8,DO,, + ,DO,, x GDR,, + B,SIZE,, + B,LEV,, + B,MB,,
+ B,ROA,, + B,AGE,, + B,CYCLE,, +w,,. (5)

B prieiz £ it 4k % (LR test) BB FAETE G A A FEH P AL
(Maddala 1983; Greene 2003) > % ;8(3)% #(4)(& 8 (3)% 8 (B)) A 4 £ 2 4p M 4
B(P)EFE N0 TAFFHET R G A AFEPIE 2 N
0E RS R T Al p AERBFOREF 2 LRtestR ZIESR p=0FF >
TR SR T P A B RIOLSE (42 R )T -

B %8 DO 5 R Ra o HAL L Y Hi %J $#c DO s p R IS BESE -

2 7 D&O ' B FAEREE R B > M EFiBRET FRA ﬁfﬁéﬁﬁm { P& > % DOx
GDR 2z 48 bg ¥ < 0 £ 2 » % D&0 wg B RER IR rarsmr* PR EFABERET
AR KM % > 7 DOXGDR 2 e oA ¥ < 30 0 gk ¥ F7H 2 hPEE D&O %' §
HAe &0 0 P P AR4R EenfE i 4 0 DOXGDR 2 i fic-Bg F 4 4 0 o
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TR RRE K AFR

BT eE S FRIRARK LG L MR RS (FF) =7 A 2008
EE SV f’%ﬁ/? b 3 BWD&OF G AP T > Flut > &~ I120084EE x
2010&#%{ EPRTER b@ e rESAE2Z D () 2P A ¥
%o TR KRG 4B AGTIR(TE)M A% ~ %2 A?;‘;xﬂ_’.ﬁi& .

b 8 220088 S B AR R0 2E BRD BE o L4 i 52009
RISl R “’5”\%'&1‘ » 22009 R E e 122377 (%) & 2%
ARG f e @ 5 83%o d %“Basu (1997) #7i& fefl i it dp i > ¥ £ 3047
i‘_ft*m ?1’%5;%7»1" TR O P PARE T 2 qﬁﬁﬁé‘“igfé‘t"i@—i © jé4p
dro lppL’3%%9’ [:8=xl3 $’ﬂ*ﬁsf~ﬂ v B AR Y fiedi b 0 Basu (1997) -
FREZFEFF EFNEARELEE (LS 2011 ; Gassen 2008:
Bandyopadhyay, Chen Huang, and Jha 2010 ) % - ¢ *t A = 44k * Khan and Watts
(2009)#% 1 C-Scoreffm& ¥ 442 4=+ > m Khan and Watts (2009) i% 1+ 4~ # Basufi s
méﬁ’ ¥ ;.LL\/\"J;][.}r/},’%&( FHoPRB S BEEWE P IF.‘LL;Z:) ) iR

§ TR B e o h @ AR R 14 4n 15(C-Score) © # & 4 F12009F BB E

'lﬁﬁBaSU*E—:T\ 'c'v)L NERREIE S (T2 Ay Ao Az Aad)
gﬁi 4 E!2ﬁg*-’gﬁ']C-SCOI’eé’f‘J’é"‘;E.': (N (3)) A AT gﬁﬁ I A2 P EH
Wik o Bl A v 2000 kAT Bl PIE TSR 2L RB
B FESRSFTRAE 2220 EE - kR A GEEAE Y D&O
(A7~ = I AT 'F‘ﬂjﬁfﬁﬁ 1o 8 E1IV B> 4o %@ v 2008F 3 2010
3 AR D&OM G ch2 @ 51,9051 » #1%k 4 4 if 3 }_a 2009 2_ L& (8 {4 -
PR D&O g e & 51,1617 » r“i—‘ﬂk’b 4 4 A52%% Mmoo FLE ALY
D&O i e @ Fdicw v £ 87 () & i D&O %' § & & & &
i&%ﬁ °

%5 Gassen (2008):i: 3k r1 & B F| oV e 7 Basu HoN bR 0 AR OBLRE T VR f MR E -
Lo RE g R g e P g s & (firm-year) 2 4248 it 1245 1% - Bandyopadhyay et al. (2010) 7 #%
T AR B kb oo Basu (1997) B e 2 i 3 & ot @R A ik

% gngr b % (011 HARE € - PAASE F B 5 er REE LR H ’;:}12,2003& FREI A S S R
Basu fi5¢ 5 3+ 4-#c#73- & C-Score ! %M FHEFAy ER > 57 L2003 B2 EHTE RS
% o 7ty 2003 EFTHRA A LT :&i?vu - 42 > A< ¥ 2 Givoly and Hayn (ZOOO)rrJ@’L
AHINGE PR ]:tnpu AR MERIF S GRS IEE IR TN E /E,%gd REEMFRGTG
30 TR 5 2000 2 BLERE T 4~ A4 o

271,905/3,618=52% » 1,161/2,220=52% -
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%21 HrGFEHRRE

54 5 5 g 2
=R 2 fﬂﬁgéi Fi%ﬂpii)%éﬁ
2008 1,192 582
2009 1,223 645
2010 1,203 678
R AL T 3,618 1,905
o 2009 #RBE (1,223) (645)
P %ﬁt?%‘" Wik R (175) (99)
BAFT AR 2,220 1,161
B uEi:
- it

(=) ERE AT

TRANER EORE o S ¢ gk @ R i)t 1%

A7 B 99%p AN ngaﬁé—%»rg xpkm_% it (winsorized) z¥2 (Chi, Huang, Liao, and
Xie 2009: Chin and Chi 2009; Kim, Simunic, Stein, and Yi 2011)28 o A2 kP
T EHY D&O B/ » #HATA LA BI A > TS AR L $ o
Tofs P PTG FLR OB ERER 2 KA 27V B R G
. D&O i ch2 7 5 C-Score P A7 4 ** A pLE D&O ®*g ¢ @ » B 1 B
D&O Hig e 7 H FoAfE Pt AME D&O F'g @ % -7 ¥ %
%ﬁi?‘]ﬁ*%ﬂfbﬁ i ‘—;i: BT E > TAYEEH D&O .m;;\p\ 4 14 RE AR

FrER TSR P TR ARl £F o pteh s T35a 3 0 5 R D&O i
“é;mzmaﬁ*? 4 BEE D&O Wi ena @ 0 sk sk G (BETA)f A ~ £ £ 8 ¢
(MB)#ie+ ~it 17 4 # L (GDR) e g ~ T + :F(INDUSTRY)mLL HFF
% A #(STOCK)# 5 ~ 2 @ HA(SIZE)# + ~ b= % £ A =+ % (INDDIR)
BB AR AR S (CONTROL)#& i~ ] AR aus 31t % (CONTROLOWN)
B~ I8 A It K (MGTOWN)#® 12 2 % 5 £ #79(BONUS)# B -
(=) 8 Al 7

LR AP G 4 382 4V & 5 Spearman Ap R ¥ 2T &
% Pearson 4p i i Bc e ;8 & 3 ¥ 1 I > C-Score 2 DO 2. fF 7~ & kg F el Ap A o
INP R G BREHE SIS T 204 0T o gteh s ey g Rz ®
B &3k 7] 3 (variance inflation factor) % /13 1~2 2. FF (A 74 ) & A~ 2 FHH
AR E P Rk AR AT o

2 i F 1+ (winsorized) A2 45 & ¥ FAPIFREE B Gk LRl (%) 2 1%(99%)F A =2
B0 1% (99%)F A B 1R 2 o
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22 HBEL ¥
% 7 B D&O %' x § D&O %'& li;gq ti v’ﬁt:ﬁ“x Wilcoxon
Tiogge ¢l Tk ¢k A3 i3 e
C-Score 0.124 0.122  0.077 0.099  0.047 4408  0.023 3.767"
BETA 0982 1.014 0875 0.918  0.106 8.565"  0.096 8.045™"
ROA 0.032 0.042 0026 0.032 0.006 1.522 0.010 3.472
LEV 0410 0414 0416 0415 -0.006  -0.750 -0.001  -0.553
RESTATE 0.443 0.000 0.445 0.000 -0.002  -0.096 0.000  -0.923
MB 1.477 1215 1240 1016  0.237 5.4367  0.199 5.426""
GDR 0.076 0.000 0.022 0.000 0.054 5.882""  0.000 5.838""
INDUSTRY 0.742 1.000 0.390 0.000 0.352 17.945" 1.000 16.772""
STOCK 9.343 9.250 9.070 8.974  0.272 5386  0.276 4,863
SIZE 15465 15.281 15.170 15.011  0.295 4979  0.270 4.618™
INDDIR 1552 0.000 1.118 0.000  0.434 2.703™"  0.000 2.968""
CONTROL 50.070 50.000 60.006 57.140 -9.936 -11.249"" -7.140 -10.857"
CONTROLOWN 18.867 14.330 28.436 25230 -9.569 -13.352"" -10.900 -13.703""
MGTOWN 1.826 0.840 1.299 0360  0.528 5.458""  0.480 8.889""
BONUS 9512 9432 9214 9214  0.299 7.3637  0.218 6.749”

17§ D&O g en @ 5 1,161 BB E -

* kk _ *

2SR TN I & 10% ~ 5% % 1%¢AE K E o

A A § D&O i eha @ 5 1,059 BRLEE -

3.% Mk (DO Aapw A ¥¥k o § MF D&O ek 5 10 F 2 5 03 C-Score 5 iz 7 Khan and Watts (2009)
GWT AR BRI 1R D BETA 5 kLR %% T ROA SARISETIG AT A CLEV S A G S0 R
ARG AT A GDR GomiREH § ¥ A4 Bt@EF R 1o F 2 4 05 RESTATE & st €# > §
ERF ESMAEAFR L Lo F 2 5 05 INDUSTRY & hse#d#ic T+ $£4% 5 1> 52 5 0;STOCK ;
A A P4 SIZE SR F A B4 MB 9 it S INDDIR b # & ¥ A =0 5 CONTROL
SR AR S0t & 5 CONTROLOWN 3 #7417% & #5350k & 5 MGTOWN 5 S3R & 3% 150t &

S IEEN S

; BONUS 5 &



125

Jov: Tdw @mem\,wg

TlEt e |_OE.ZOO e N

0% TFH T YR

rHEITES
,imﬁx@v Flyzd  WaHY
%?w‘ﬁ@x VOU B U F Y £ V1310 € 4« T

4 kA LE

U vy 31040 uwx,f ol & 3

& % YIAaNnI ¢

B EE g
£ 31v1S3Y
2o oma dwd

s N R T
IEETY
OFE (R

wm SN
wi

NOg :

@qu £y

o e oo”ﬁmﬁﬂ

F ety ®

L uﬂ\
2% Ay

o dr0 & Hso60T ¥ %G « %T ﬁmyf_fu £, THT

S Z>>oho_>_
' J7IS ¢ uwx,.muw Y % Y % MOO0LS ¢
AW ¢ moo Fiw ki
s ¥ s aoou SEM pue Uey| Bt 71 ¢
o uw«w m% uosiead ¢ ¥ 1+ %

0%%4A

ouHWM‘

& a1 ek e e S Y NMOTOYLNOD ¢
Tendgen

™
& ¢ Aw,

u 7
NG

\@H

S

‘ uwﬁm W >Em:oz_
b d e AT
8102S-D :
<y @y uewesds 2y TT 0 R

Fidwo

¥ AT

£TT0 VET0 EET0- LETO 86E0 ELT0- 9GT'0- ZGZ0 6920 6250~ ,E620- TI00 L9ET0 TTO0- €900~ ,SLZ0- (¥G00- 39V
€00 LOTO ITT0- TT0-  GP00- 9200 ZP00- 8120 ,I8T0 ,SLTO0 ph0'0- 8120 2T00 ,SS00- 9800 8500 ST '0- 370A0
LTT0 48900 €200 ,8020- L06T0 0700~ ,8ET0 8190 Y50 LT00- 8EE0- TTE0 (SPO0 ,Z8E0 ,S8T0 ,SGT0 280 SNNod
LZIE0- ,8L00- ,£80°0 £2T0° JLTT0 9200 P00 ,TLTO0- pLT0- ,IST0 0800 ,8L00- ,8.00- ,STTO  2T00 ,STTO 0500 NMOLOW
T0E0 ,S80°0- ,/8T'0- ,E0E0- 88T'0  ¥00'0- 8T00- ,IET0- G620~ V620- G00'0- ITO- TEO0 L0000 oLLZ0- £120- 2210  NMOTOYLNOD
6LE0  0E00- ,68T0 G¥T20- ,H0Z0 BBT0- IO~ TEEQ ,ZLE0 L0SE0- 670 ,S600 ,8TT0 L0500~ OT00 ,Z€20- 2P 0- TOY1INOD
LLT0- 8000 9200- (YTTO  020°0- ,88T°0- 29900~ 2600~ 9ST0- BSTO LEITO P00~ ,96000- ,8600 9100 LS00 7200 dIaanti
LOVT0- (P00~ ,88T'0 (6V00 (Zv0'0- ,02T0- ,690°0- €900~ ,90T0 (8700 ,TFO0  LT00- ,L900- ,ITE0 8100 SIT0 ,G9Z0 an
LOPZ0 L9ST0 ,9090 ,8ST0- ,92T0- IS0 ,880°0- ,£90°0- B8LL0 SOT'0- ,£050- 570 ,ZZ80 o2ST0 46620 ,S0TO LE9V°0- 3718
€0 LL0TO p¥v'0 ,28T0- ,£L20- 8950 L,9ST0- ,00T0- ,65L°0 TI00- L0S0- £LEVO Z2T0 (EV00- T2r0 HIT0 9270 0018
8150~ FIT0 €200 V€0 ,80S0- ,02€0- ,09T0 8600 ¥IT0- 0200 L9T0 6800 LESTO- $00'0- ,5920 L9560 ,S80°0- AY1SNANI
1820 (Y00 LGS0 FET'O E€T00- €620 LOTT0 1200 VG0 £EGO- ,L9T0 W£9T'0- (LVO'0- 6210~ 610~ 200°0- ;6620 EINARNE]S
000 LZET0 P20 ,8S0°0- ,82T0- L,TOTO ,LE00- 0T00- ,SEE0 L9EE0 6800 LE9T0- 8500 0200~ ,60T0 ,¥2T'0 820 d4as
SST0 8200 2900 ¥80'0- (V00  LTT0  YEOQ- 6TT0- L0EE0 ,9TT0 ,ZST0- ,IS00- ,650°0 (8620~ /20°0- 9T00- ;9220 R
FB00- GE00- ,SGP0 ZLTO €800~ £80°0- #900 0TS0 LITO (1S00- 6700 2TT0- 8000 ,L.2°0- ,8€00  ZE0'0 ,960°0- Vo
WS0T'0- G500 6610 6V0'0 7.0~ TI00 T200- 8900 8260 LZEVO 290 EVT0- 6IT0 000 1200 BLT0 YEZ0- V139
£820- 7200 LEYT0 6810 ,I620- ,ISZ0- ,£900 SITO ,8600 ,LE0TO L9G60 200°0- H2T0 €100~ .00 LILT0 +£60°0 od
L0900~ ,/2T°0- ,S88°0- 0S0'0 ,92T0 ,SOT'0- ,280°0- LLVED ,8S50- ,E0S0- ,TL00- .80 ,SvZ0- ,.8T0 ,TL00- ,66T0- ,080°0 9100S-0
8T i1 o1 5T v €1 A T ot 6 8 L 9 5 v £ z T o 2

Y fdk € ¥



126 PP % 634 » 2016 & 7 0
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(=) i ket %

FAL FA N P RAC S D I 0t o T BasuRilst A E B3t T
Gl ko AL () 2 “%ﬁ%mﬁﬁwoﬁﬁw*ﬁmm
and Watts (2009)7}9[% » x4k * Fama and MacBeth (1973)H-A i 7 ez B3t o
LA B|F| T & 5 BN fZOOQ&ﬁLAmméﬁ% o jiF A% ¢ 720098 B A
g2t i % U I NEGXRETH R 3> th Bt 5 1 o e R i B2zt F B E 14 (p
#0.673) > @™ ¥ NEGXxRET£SIZE *LEV *MB2. % 3} 7 cniifics % 3 g ¥ » /v
e FAREEZ FRET T > L EEI R Y vll%méi% A
(7% 2011 B 5% 2011 3 §# % 2012) ; &A@ > 4 fZOOQ&EL
ST v—"ﬂﬁﬂ\ x;'. X RFEIR O NEGXRETe G Gl F L0 »m HE A
TRk (% 1) —‘k) w3+ h#k > » 77 @ Khan and Watts (2009) ¢ 1
TR E ﬂ?}BPﬁ o dE T 2o 1@%]“,%200935‘.}*:“‘t-"rvBasu%s_;\A\& B3tz T
SR F B A o @ B 2009 L 15 BasutiCt A & 2 T
ek AHTLREEE T ﬁfﬁﬁfé*%ﬁ’ PR B AR ?I,?’% TP
Bo(ifras 2011 3 5% 2011 2 g # % 2012) *0. o PAeIT TR KR F
BWAED - &7 A7 IR Y A & K F]2008F %o éxﬁéﬁﬁﬁ)& R
£ /R & 0 g = 2009# R 5'?—"1 » 52009# e ¢ > 4 41,223

“

R () P REGEML F 83 % ExBasufst B A4
otz a 1 WL ﬂZOOgﬁﬁLf* [ERREIP A\-EE BaSU’]fs_;;‘ 52+ :'1;_55?7}? EMz S8

A2 hiEn BB PIC-Scores it B ik a T i 6 AT A B RS A
B iR PR AR M 2 pRenilis e 54 MC- Scorez% Basuf*ﬂ'J mza\ 5 -t "f 2009
PR o #]75 2009 BLF 15 0 1345Khan and Watts (2009) 3 i #r3+ 3
C-Scorez_ - 358 5 0.102 (A 7|7 *v £ 4) > p* 83 Ap b < jr &5 3~ C-Score (& 47
7 (#R47 & % 2011 ; Khan and Watts 2009) © #.15 » % &4 4r‘2009& j R SrR-
BrF g Bk A7 78 * Givoly and Hayn (2000))’@?Léﬁiw PR
12 *W*“ﬁﬂﬁ%%m”%ﬂwﬁdﬁéﬁw e R T A
2009 z_ 2B ) » & 47 o

f

24 w23k C-Score 1 A E U R mBasu%s— S S dem @IRRE > k> 44 4p i C-Score ¥ k(i
r's ﬁ?.rs”<3$ 2011 ; #%47 & % 2011 ; 2§ # % 2012 ; Khan and Watts 2009) » 7= & 3 % 4:}77}'4 ”
%‘rizﬁn%ﬁfﬁa‘%%ﬁﬂ%'lﬁ SR 2t A AT - P hR| &2 2000 R R R 0 i £ K
iz 3+ Basu #ic;¢ 2 C-Score °
VERPHTEREREAEESOTRT T 8- % 4 31 D&O 6 8 AR B
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% 4 Basu fio;\ 4 £ it T otk
L T ¢ 5 2009 # 4 ~ #*% 2009 # fx
TR e piE % piE
Intercept -0.120 (0.482) 0.024 (0.777)
RET -0.742" (0.022) -0.866" (0.049)
NEG -0.165 (0.448) -0.009 (0.967)
NEGXRET + 0.530 (0.673) 1.635" (0.073)
SIZE 0.013 (0.313) 0.002 (0.503)
RETASIZE + 0.058"™ (0.043) 0.070" (0.069)
NEGXSIZE 0.009 (0.498) -0.001 (0.957)
NEGXRETSIZE - -0.020 (0.853) -0.116" (0.094)
MB 0.002 (0.798) 0.009 (0.323)
RETxMB - -0.035 (0.373) -0.063 (0.184)
NEGxMB 0.012 (0.274) 0.003 (0.332)
NEGXRETxMB + 0.051 (0.285) 0.081 (0.209)
LEV -0.049 (0.107) -0.028 (0.111)
RETxLEV + 0.048™" (0.009) 0.051" (0.058)
NEGxLEV 0.024 (0.543) 0.059” (0.024)
NEGARETALEV + 0.068 (0.641) 0.199™ (0.010)
T 35 Adj. R? 0.1534 0.3221

i 1A & 24 * Fama-MacBeth & b er‘_;;* RIS =S -
2RET 2§ » £45f 2 & & (t4I 571 t4l & 40 ) REARRE ; NEG & mBRE X ERPRED) S |
#E 1> F25058IZE 5 ,&?‘ﬂﬁ’*}"i‘@: MB 7 EEi s SLEV Z L v R RFRTA -

(= )D&O s 82 & A fE i {E

500 A Y xR 53 EBTM 2 OLS snig 32 % % - F‘ £ LR
test #& ] C-Score #-3] (' 4) & D&O e EH{H WA (X 3) TR LA LT H
FM(p20) G5 ET A N2 A g,_”ﬁ ¥ enp i (,2=340.3,p E<1%) >
,\@F.—ﬁ. v "Jﬁl_‘;ﬁ,m*}?ﬁﬂ; p’;‘;ﬁ z*lz N3 D&O @xﬁgﬁ&_g{; g7 ﬁfﬁﬁ%fg,y} » 753 JU
Q)¢ =7 D&O i iE 2z A W2 A -2 - p 2 MR- 2 0 B
* EBTM i d] p fkg:}&ui%’f ' #F31 D&O e & AR RIS F ©

A 5D&O FrG E H WA chfe - g % 7 R F A 3R Y5 (ROA) L
£ % € (MB)#| ~ i {775 ¢ 3 T (GDR) &t F g g fg; T 3 % (INDUSTRY)
Wk R o P ARB(SIZE) <~ B E F E A K (INDDIR) W Fodi g~ ik
A = vt (CONTROL)$ % ~ #4155k & 42 50t & (CONTROLOWN)@M MEFE
T F PV (BONUS) e % chas @ > 1t i g E?—% D&OF s « A FHEEE T HF B E
Fp 2 PD&OEG T R trmh '~ 27 HH O F ,pﬁ"fzﬁ FE Mo %
UECERS S SO iz(rau,yfav%ré%% 2008 f 454222 5k 3 ¥ 2011; Core
1997; O’Sullivan 2002; Chung and Wynn 2008; Zou et al. 2008 ) o pt ¢k 5 i% i =
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7572 40 M % #c ( PINDDIR ~ CONTROL ~ CONTROLOWN 2 MGTOWN ) B+ %
Foo 2P iAT8 45 (FINDDIRE F ~ CONTROL#R < 2 CONTROLOWN# i)
EEATP LT DROWSE - 455 2 0 (4 FDRORHR 2 P IomA ¥ E R
A L

H =t j§ 4 51 C-Score #7372 o 1 EBTM S #E007% 3t eni & o
DO 2z %#ics 0165 g% <300 (p E<1%) - ¥ ¢k » K & 5 mOLS FitE %
FI DO 2 Gl g F A (G¥Ecs: 00110p E<6% ) jaH G i F 4
BEE ] YRR PRI R Bt eni % oo T oo ,ﬁ;m&ﬁxﬂ#fhuuzi\" OLS i # %
9k ERGTAMY D&O Hrh e 7 0§ R D&O Rk P o PR
AR RE HT 2 FESE VR D&O R g2 27 24
FH2 R D 2 ﬁ%iﬁ%* R oA B h & Chung and Wynn (2008)
F Y D&O 'k ¢ 2 M PAREM LRI R > P H L & 1T d ¥ iy I
B g gl ERE RS #3; FTHPRGE TR Rz B2 TP EREY M @
2 D&O g erpa i EIpAR TR P R, EEFH PR L K
FAn g A R ém%‘? (Fintg f 438) ¥ &% D&O g i chif 1t
B Em kN E R %%ﬁfﬁ— M %%jnz BEE o ptth s o Ed #\;@%
D&O S @b F F ut i 4 N B R 2 5 EF BIY 4? y @i 1;38
PREEBET A FAERE RO ETPBARFEIL B0 PBdod
Foitit 0 A2 D&O W'G E B/ B hi 2t R % A oT 25;‘;3@1—2’ D&O & &
e B 02> T D&O g ¥ UL E Fock > A 2 P ipILanii o F o
FatFE R ET 5 D&O WG R 2 P AR § i?us g .

F_L \mL m\

# 5D&0 P FoRREL R FRE | A IS 53 EBTM
2 OLS p3t %2 v i
B iE EBTM OLS
- ik piE % i piE

C-Score #-7)
Intercept ? 1.579™ (0.000) 1.562"" (0.000)
DO ? 0.165™ (0.000) 0.011” (0.019)
SIZE - -0.121™" (0.000) -0.116" (0.000)
LEV + 0.1807" (0.000) 0.184"" (0.000)
MB + 0.087"" (0.000) 0.096"" (0.000)

31 pe g3 4R =5 vt & (CONTROL) 2 #2413 4 4% 91t & (CONTROLOWN)# i€ > 1% 4 #2404 35 8 404
4 BB S RO R g:wm;f BELFE R ER F] > Fla 27 0mRiE -

PRBEGFREY AP TRET 0 FE G 427 2008 £ 5 22 A~ 2009 # K 5 29 B A
2010 # %) 5 30 =~ ~2011 # ¥ 5 23 = o AR @ o FIFIIEY AP TORE T TR Eﬁ’a‘g;‘r;‘,ﬂ,’
RO &35 0 2008 £ 4 5 16 B~ ~ 2009 # 5 & 50 f‘éﬁu . 2010&,.,] L48m~ ~2011 &% 3313
AOMTEEFEFEMNAE PV RS ERERE A R s
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% 5D&0 Hi4 5 PRI BB L A AR B3 EBTM
2 OLS 23t %2 1t g (§)

" i ;l:p EBTM OLS
o % e p & % #c piE
ROA ? 0.067" (0.037) 0.059™ (0.044)
AGE - 0.001™ (0.000) 0.001™" (0.000)
CYCLE ? -0.030 (0.681) 0.173 (0.074)
D&O % :E # #-1)
Intercept ? 24427 (0.000)
BETA + 0.002 (0.490)
ROA - -1.075" (0.001)
LEV + 0.178 (0.103)
RESTATE + 0.001 (0.492)
MB + -0.081"" (0.004)
GDR + 0.365 (0.001)
INDUSTRY + 0.385"" (0.000)
STOCK + -0.009 (0.390)
SIZE ? 0.073” (0.024)
INDDIR + 1.122” (0.017)
CONTROL ? -0.005"" (0.000)
CONTROLOWN ? -0.004™" (0.007)
MGTOWN ? 0.014 (0.125)
BONUS ? 0.113™ (0.000)
Wald ,? & 11,355 Fig 544.83™"
LR test (Hy: 0=0) 2 & 340.3™" Adj. R? 0.829
LA SEE T ED PR HAH AR FAMIEAKRT . ~ &2 AU A 10%5%% 1%k F
,J\L‘g— °

2.% #cw & ¢ C-Score i i% 7 Khan and Watts (2009)%= 5 #73+ & @ 448t 4n 1 DO 5 47 %] 4] % ¥ » r RER
D&owwﬁg? 1: 72 5 05SIZE 3 T AP LEV 3 f v 5 Wi F4AFA MBE7 i
gt ROA 5 ffs iz ql wfu WF A AGE 27 & 2 ehit i CYCLE SET RO TR R 2 8
Pl f AT A S BETA &k mm "% RESTATE : mt%dc  § £ A7 ChMBRLFERE 1 F 2
0;GDR : miR%¥# 7 # 74 53¢B%F X5 1> # 2 5 0; INDUSTRY 3 j % dc > &4 FH®E L
F 2 % 0;STOCK i m\ [ 32 INDDIR L FEE A0S CONTROL % #2410k m,k g
CONTROLOWN % #4119 & 450t & ; MGTOWN 4 (0@ 4 4595t % 5 BONUS 4 % £ v B i o

A~ v - 5 psE D&O g AR 2 MBS AT Tl a9 (T

A F%?zé P RED G TR b e e g2 LR (BE D) o RS
VP A& C-Score #-7] ¥ 4c » DOxGDR %#c:ie {7 mt (34(5)) » & 3pHp
DOXGDR z_. a#c s it > 3 B % P77 304 60 84 6 7 118 I » LR test (42
=340.8,p B<1%) AT TR G P E A A EE BIEOM G o0 &k EBTM &3
PEEE 0 - OLS B % B A IF L g o K _EBTM & = $2iui2 &
e C-Score #-A|F MBI > DO 2 GEc AREF L (p E<1%) @
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26 FRRGH AT HEDRO RAHFAREMBE 25 A2 B
EBTM 2 OLS e+ 852 i

" g 2 EBTM OLS

& = % dc i % D
C-Score #-7)

Intercept ? 1.597" (0.000) 15777 (0.000)
DO ? 0.165" (0.000) 0.010” (0.027)
DOx GDR + 0.020" (0.078) 0.016 (0.227)
SIZE - -0.123™ (0.000) 01177 (0.000)
LEV + 0.180"" (0.000) 0.184™" (0.000)
MB + 0.087" (0.000) 0.096" (0.000)
ROA ? 0.072” (0.027) 0.062" (0.032)
AGE + 0.001™ (0.000) 0.001™" (0.000)
CYCLE ? -0.039 (0.586) 0.163 (0.085)
D&O "% iE # # 3

Intercept ? -2.546"™" (0.000)

BETA + 0.004 (0.479)

ROA - -1.112" (0.001)

LEV + 0.169 (0.114)

RESTATE + -0.000 (0.498)

MB + -0.079™" (0.004)

GDR + 0.289™ (0.008)

INDUSTRY + 0.383" (0.000)
STOCK + -0.010 (0.377)
SIZE ? 0.081" (0.013)

INDDIR + 1.122" (0.017)

CONTROL ? -0.005™" (0.000)

CONTROLOWN ? -0.003™" (0.008)

MGTOWN ? 0.014 (0.123)

BONUS ? 0.113™ (0.000)
Wald 42 i& 11,4017 Fig 482397
LR test (Hy: 0=0) »° & 340.8™ Adj. R? 0.3232

I LAEREET DAL B S H AR FAR S BEEK T 2 Au kA 10% -~ 5%% 1%:0AF % -k

L'% °

2.%f ¥ & - C-Score % i ff Khan and Watts (2009) % 7 3+ ¥ ;‘fﬁa’éx iEitdp ik DO 5 27| 3] %k p Fi%’
D&O #’ﬁ—*‘;{? 1> F2 5 0:SIZE Z 2 F A48 LEV 5 § I;: LI N I“‘f"”’“ﬁ s MB 57 &
gt ROA 5 fiLts &Y ’fllﬁw FAAGE 2 2@ xzaeE#: CYCLE ZHF ﬁI% I E 4 #a:&é s
L‘”Ecﬂ “%uﬁ F‘;i BETA 5 kXM h % RESTATE Z m#%# - § A7 £ ﬁn?#z}ﬁﬁ%—*‘,& 21Kz
% 0: GDR 3 %zwz FHEAANEEEEE RS Lo F 2 5 05 INDUSTRY & Mﬁ%ﬂz 43%ﬂ£
S 1 k2 % 0; STOCK i ’9“ g4 BP¥t#c INDDIR AP EE iiﬁ—x it & 5 CONTROL 5 =41 L A

; CONTROLOWN 3 ##1% L #9505  MGTOWN 5 G324 3530 JBONUS 5 S £ ¥ ¥k -

DOXGDR z_ ¥ kg ¥ 2 & (p E<10% ) %7 % D&O ' » ¥ % {74
DEEFT AAERRE FI2 P G TRl b R S 0 NP IE PR
g AME T 2 EBTM ﬁx PRiE STtz Bk ol L AFRR R R g
o P R D&O G (S H F AR OB Fonk P A A PR R R IR D
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NF o T oo ji 4 6 OLS et % T U4 > DOXGDR fafics & 0 e i
Bk P B % OLS chit % & £ $F B o

=~ B R
(=) mE B2 dafEEls

ST RCIRERIEREE A2 VUL 2 f’r’#f o EE P AR
= ;% Basu #-7% % # * Givoly and Hayn (ZOOO)f@*LZtk@}r FAAFE MR T AT
R M4 41 o Basu (1997) #550 iw 24 ’77’%6?%% M EES PR }]?cﬁx-g W TR F
éﬁ%xk Mg % (Ryan 2006) - & <% % Basu £ A& #5534 ¥ 4o » PR B - B
(DO *RETXDO *NEGxDO *NEGXRETxDO) - r}é»;m - % #c(DOXGDR ~ RETxDOxGDR .
NEGxDOxGDR *NEGxRETxDOxGDR) 2 % #=+#/|% #(SIZE~MB 2 LEV)- H * NEG
XRETxDO 2. 2 #c &z 78 D&O &g ¥ ¥ f.a%i%t;e I@‘_mﬁ/*;?‘( Bi—- )& NEGXRET
xDO 2. ¥ s i+ (§ )’ “& P D&O waehg ¥ > FAREIEAS (1))
@ NEGXRETXDOxGDR 2. i #c % 78 D&O iF*& ¥+ PR TR ““3 £ FE Fla
hEFEEe AL LR (BEFE - ) &2 7 NEGXRETXDOXGDR & i o p ¢ >
Givoly and Hayn (2000):%. 5 &7 € 3+ 7 » £ R en@ apds € 4R35 &
BERE > T B ORF R E AR R R AfERETT R
FHE DM P R B - 95 Givoly and Hayn (2000) s 2 s, > ir\ < i % T E
hEnT R e A G et A A P AR ﬁ e (ACC) CF R AR
B(TAC)= (¥ s P e fI+HITER ¥ -F ¥R AT E) /M; s Y Rt
A#HLFuinP A2 35 ﬁv),f%“ﬁit—l BE ke YRR LTI

ESEN/ S e I o N S B ACCt:[( ZTAC)/3}( D ACC E g~ -

7P %ﬁﬁmoﬂwmz’wﬁﬁﬁ—i&w—C&me*wﬁ*@K”
leoly and Hayn (2000) /3~ A # H78 (ACC)Hst A 5 1 & 7 £ & & ¥ dced
GHAT A R SEReRL e 5?; GEc AR r:c?» ;‘gjzu,ért 2009 # gz
w T kH5 3,372 BFEREE -

% H#-4 % Basu fic;t 2 Givoly and Hayn (2000) &35 A # 5 5 gi SRk N

B Fm A T2 £ 8 piwk%\YmBasuﬁ_\L% UE TR A AN
A 2 9 NEGXRETxDO 2 A#cs Bg % 521 (p ®<1%) > @ NEGxRET
x DOxGDR z_ % #c ™ 8¢ ¥ 5 1+ (p 5<1% )~ ¢+ ¢} > j& 4 8 &1 Givoly and Hayn (2000)
B RPN EE AT UHR 2 H I LAY 29 D0 2 (k™ ¥ EE
I (pi#E<1%) > DOXxGDR z_ 288 ¥ 2 1 (p n’,ai<10%) T 20 &
¥ 2_Basu -7 & Givoly and Hayn (2000) s 2 2R A 5t » H 2% % L FEGR

- % BaRZ o L .g;./‘z = % pgfsegﬁ,qugrﬂ—» s _ggo
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4 7D&0 w2 a2 v FH % L 7 Basu i R ikl

 #ic 1?‘ ﬁp I | / _ o5 2 ’
= o % #c p i % Hc p iE
Basu #c5%
Intercept -0.134 (0.043) -0.137" (0.051)
NEG -0.055 (0.525) -0.042 (0.653)
RET -0.406" (0.000) -0.448"" (0.000)
NEGxRET + 0.558" (0.003) 0.817 (0.000)
DO -0.150" (0.000) -0.149 (0.000)
RETx DO -0.053™ (0.024) -0.048™ (0.039)
NEGx DO 0.006 (0.707) 0.004 (0.771)
NEGx RETx DO ? 0.187 (0.000) 0.164" (0.000)
DOx GDR 0.005 (0.885)
RETx DOx GDR -0.054 (0.398)
NEGx DOx GDR 0.014 (0.763)
NEGx RETx DOx GDR + 0.346 (0.001)
SIZE 0.016 (0.000) 0.0177" (0.000)
RETxSIZE 0.034” (0.000) 0.0377 (0.000)
NEGx SIZE 0.002 (0.710) 0.001 (0.856)
NEGx RETx SIZE - -0.0477 (0.001) -0.064" (0.000)
MB 0.016 (0.005) 0.015 (0.008)
RETx MB -0.02177 (0.001) -0.0207" (0.003)
NEGx MB -0.001 (0.932) 0.000 (0.972)
NEGx RETx MB + 0.008 (0.340) 0.007 (0.352)
LEV -0.0207 (0.001) -0.02177 (0.001)
RETx LEV 0.022” (0.020) 0.023"7 (0.018)
NEGx LEV 0.038" (0.000) 0.038" (0.000)
NEGx RETx LEV + 0.167 (0.000) 0.167 (0.000)
D&O %% iE % #-7
Intercept ? -3.1987 (0.000) -3.1987 (0.000)
BETA + -0.065 (0.189) -0.065 (0.189)
ROA - 77707 (0.000) 77707 (0.000)
LEV + -0.7747 (0.000) -0.7747 (0.000)
GDR + 0.255 (0.011) 0.255 (0.011)
RESTATE + -0.087" (0.031) -0.087" (0.031)
INDUSTRY + 0.375 (0.000) 0.375 (0.000)
STOCK + 0.030 (0.186) 0.030 (0.186)
SIZE ? 0.135" (0.000) 0.135"" (0.000)
MB + 0.326 (0.000) 0.326 (0.000)
INDDIR + 0.840 (0.054) 0.840 (0.054)
CONTROL ? -0.006" (0.000) -0.006"" (0.000)
CONTROLOWN ? -0.003™ (0.037) -0.003™ (0.037)
MGTOWN ? 0.005 (0.583) 0.005 (0.583)
BONUS ? 0.136" (0.000) 0.136" (0.000)
Wald 42 i& 2,052 2,045.77
LR test (Ho: 0=0) »2i& 466.77" 426.8""
ELAAREEF RN L SE AR FRARIEERT A AU A 10% - 5%% 1%:kE ¥

2RBAKRCRET S § » 545 f 2 28R (1£5 7 24l &40 ) AR S NEG & ¥ #H RET 4 f ¥
We 1o F2 5 05D0 5 aHgl s § MY D&O Fh ks 10 £ 25 05 GDR & BsEH §4# 1
e f’*%%“f&%ﬁ?‘f%{é 1 F2 5 05SIZEZ 2 FAPHE MB 27 EEEY SLEV S FF > 2 i §F ’$
MR S BETA 5k Sufih e 0 ROA 3 fis i 1% M F & I RESTATE & m#t%dc ¥ £ &7 £ %Mt
A E® A Lo F2 5 0 INDUSTRY 2 s T+ 4% 5 10 F 2 5 05STOCK 5 % d * fier$ 4 5
INDDIR % jb % % A =1t & ; CONTROL % #2455 & /i =x 1t & ; CONTROLOWN % $41 3% & 4535t & ;
MGTOWN 3 32 & $Fixit & 5 BONUS % & & % V3 Bostiic o
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% BD&O % FAREL R FEF I UATRAFE PR

. i ﬁf ficst 1 iyt 2

- % #ic p e % #c p iE
Rt A A
Intercept ? 0.074™ (0.000) 0.082"" (0.000)
DO ? 0.038"™ (0.000) 0.037 (0.000)
DOx GDR + 0.009" (0.075)
SIZE - -0.005™" (0.000) -0.006™" (0.000)
LEV + -0.002” (0.014) -0.002"” (0.018)
MB + 0.006™" (0.000) 0.006™" (0.000)
ROA ? -0.318™ (0.000) -0.316™" (0.000)
AGE + 0.000 (0.104) 0.000" (0.097)
CYCLE ? -0.040 (0.312) -0.044 (0.270)
D&O %% % & #-7)
Intercept ? 2,991 (0.000) -3.036"" (0.000)
BETA + -0.063 (0.245) -0.061 (0.254)
ROA - -1.022"" (0.001) -1.038™" (0.001)
LEV + 0.128 (0.201) 0.124 (0.209)
GDR + 0.181" (0.082) 0.151 (0.127)
RESTATE + -0.017 (0.385) -0.017 (0.381)
INDUSTRY + 0.773™ (0.000) 0.774™ (0.000)
STOCK + 0.082" (0.018) 0.081" (0.020)
SIZE ? 0.071" (0.049) 0.074™ (0.038)
MB + 0.1277 (0.000) 0.1277 (0.000)
INDDIR + 0.325 (0.315) 0.331 (0.312)
CONTROL ? -0.011™ (0.000) -0.011™" (0.000)
CONTROLOWN ? -0.009™" (0.000) -0.009™" (0.000)
MGTOWN ? 0.015 (0.171) 0.015 (0.169)
BONUS ? 0.152"" (0.000) 0.152"" (0.000)
Wald 42 i& 790.5" 794.8™
LR test (Ho: 0=0) »2i& 3367 32.07"
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XIS E R YL o @»Lﬁ@mﬁ%ﬁ% R E (ACC)  # JoiLH (5 & - & iyl ¥4 He(TAC) 2 % 351 »
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REBO LTI EERE L2 O:STOCK;Q’LE\?‘\A&B’» #4; INDDIR & b= ¥ 5 ¥ A =0+ 5 ; CONTROL
EE %A 1 % 5 CONTROLOWN % 15 d #5920t % 5 MGTOWN 5 G52 4 #3523t % ; BONUS & &
EEPS P
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# 9D&0O e & F A iE2 v jF 5 % 11 Heckman = FF & B34 &3 EBTM

i 3f 4 fst 1 Hosk 2
Cow i i p e Tk p e

C-Score #-7)

Intercept ? 15717 (0.000) 1.583™ (0.000)

DO ? 0.046™ (0.000) 0.044™ (0.000)

DOx GDR + 0.013 (0.264)

SIZE - -0.118™ (0.000) -0.119™ (0.000)

LEV + 0.185" (0.000) 0.185™ (0.000)

MB + 0.095™" (0.000) 0.095™ (0.000)

ROA ? 0.001™" (0.000) 0.001™" (0.000)

AGE + 0.065" (0.013) 0.068" (0.011)

CYCLE ? 0.139 (0.147) 0.132 (0.161)

HAZARD ? -0.024™ (0.002) -0.023™ (0.002)

D&O %5 & #7)

Intercept ? 0.110 (0.334)

BETA + -0.945 (0.009)

ROA - 0.022 (0.455)

LEV + 0.208 (0.107)

GDR + -0.027 (0.354)

RESTATE + 0.7317" (0.000)

INDUSTRY + 0.026 (0.301)

STOCK + 0.113™ (0.006)

SIZE ? 0.139"" (0.000)

MB + 0.141 (0.428)

INDDIR + -0.013™ (0.000)

CONTROL ? -0.009™" (0.000)

CONTROLOWN ? 0.017 (0.225)

MGTOWN ? 0.144™ (0.001)

BONUS ? 0.110 (0.334)

FiE 4746 4249

Adj. R? 0.8300 0.8304

LA REE YO A A H AR FAMLELR T T2 T AN R L 10% - 5%% 1%:hE F

2.%# ¥ & C-Score % i #5 Khan and Watts (2009) % 3 #3+-  @ 448 ittt i DO ER R RUE 3 Qi p Fi%’
D&O ' #* 5 1> £ 2 5 0; GDR PERERE JHFAHRNFEEE EHR S 1 F2 5 058IZE 5 F
AP¥#c LEV 5§ lg LECE N l"“f'l,@p,ﬁ ; MB 5 7 @ % gL AGE A8 a2 aE#H; ROA & F
%éiiﬂ}']‘,!r‘. VAF A S CYCLE Z4F %k 4754 c#ﬁd T2 AR “f'/’ T A 5 Hazard 5 A 2 4% 4
%8 BETA 5 % 3l h "6 RESTATE % m# % ¥ 2 % 3 B3 E %&P’iz&iﬁ%?{‘" % 1 F 2 5 0; INDUSTRY
PRSI E ;{3 1> 5z % 0;STOCK 1’9"%4&?’»&-}& INDDIR 4 b FZ £ R = 5
CONTROL 3 #+18% i\ﬁ% =t vt & 5 CONTROLOWN A #=#3x d it & 5 MGTOWN 5 538 & k&
BONUS 2 €% £ & 248k -

3.d ** Lennox et al. (2012)#5 M R EE R EBTM 7 it € 84 R xS > & B0 1 2 #1550 2
¢ ‘f 7 DO %2 HAZARD = VIF xgﬁkrs ¢ (DO & %% 7.67~7.76 > HAZARD 4 %) 5 6.81~6.84) » H 4%
Hop M2 0T o
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# 10D&0O a2 g R 22 R s (e Sk 2 ifilp A ER RF

5 il st 1 st 2

[~ % piE i piE
C-Score #-3|
Intercept ? 1.582"" (0.000) 1.574™ (0.000)
DO ? 0.007 (0.179) 0.008 (0.139)
DOx GDR + -0.032 (0.106)
SIZE - -0.118™ (0.000) 01177 (0.000)
LEV + 0.187" (0.000) 0.187" (0.000)
MB + 0.102™ (0.000) 0.102™ (0.000)
ROA ? 0.042 (0.200) 0.042 (0.204)
AGE + 0.001™ (0.000) 0.001™" (0.000)
CYCLE ? 0.091 (0.403) 0.089 (0.415)
Fi 968.6"" (0.000) 848.1"" (0.000)
Adj. R? 0.8370 0.8374

i L A dcfe iz 7 £ 02 D&O %% 7 RHA B9t BB EL e A &(propensny score) » & 1 BT
A ez BT D&O 2P 2 AMY D&RO 277 1t 1@yt iR "1 1324 BEaiE (7 iy
D&O 2 72 A JF D&O 2 7 4§ 662 @ i

K kK kkk

2AMREEF DR B LHEER T FANIEFERT ~ 2 au A 10%5%2 1%EF
’J\l‘% °
3. %% 1 C-Score 3 i 7 Khan and Watts (2009) 5% 3 73+ 5 @ 448 it 12 4p 1% 5 DO & 47 %] 3] ¥ ¥k P yag

D&O e F » 1> 7 2 5 05 GDR Z mik¥ s} ’w}ma TEFEEEER S 1 F2 % 05 SIZE ;
AP¥ELEV 2 f B 5o B f%ﬂ%,uﬁ@ A MB B EE A ROA 3 fis i 4 %r/ﬁ@*g AGE
APz il CYCLE 4 F A%k 47 B e idd § v 2 835 p AT A -

(=) D&O ' £ 4+ /| 1 @ AR a0 i

Liie-#HYE 3 Y D&O %'g 2 7 - D&O % & 3 ~ -] (DO_AMT)*&_

TREFAERI A2 Fi(4)2 \(5)6 4 » DOxDO_AMT %4> 9 %
BRaR A 11ed £ 117 %R > DO DOXGDR 2 %24 5112 4 6
% XKk > @ DOXDO_AMT 2. fadic Bg ¥ 2 & (p E<10%) > #4500 &
7§ T D&O it 2 7 - D&O i & 77 Bt 2P RED ORI
IPE T2 R uzﬁ AT D&O e £37 4~ 0 FARRIERA ¢
A% e

P g EH 2 D&O WG £ AT A F kR

Vi arert AR DO 2 ¥ T o i DOXDO_AMT 2 H#cTE# 5 1 o
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7 11D&O w'a & gaffgz v % | 4 g D&O %' £ §f ~ /| e 5F

i i ;{P ficst 1 Hcst 2
> i i piE i piE

C-Score #-7)
Intercept ? 1.5677" (0.000) 1.585"" (0.000)
DO ? 0.162"" (0.000) 0.1627" (0.000)
DOx GDR + 0.021" (0.068)
DOxDO_AMT + 0.051" (0.093) 0.054" (0.085)
SIZE - 01217 (0.000) -0.122" (0.000)
LEV + 0.180"" (0.000) 0.180™" (0.000)
MB + 0.087"" (0.000) 0.086™" (0.000)
ROA ? 0.0717 (0.029) 0.075" (0.021)
AGE + 0.001™" (0.000) 0.001™" (0.000)
CYCLE ? -0.024 (0.738) -0.034 (0.638)
D&O ' # #- 3
Intercept ? -2.454™" (0.000) -2.565 (0.000)
BETA + 0.006 (0.471) 0.008 (0.458)
ROA - -1.075"" (0.001) -1.114™ (0.001)
LEV + 0.180" (0.099) 0.171 (0.111)
RESTATE + 0.002 (0.487) 0.000 (0.498)
MB + -0.082"" (0.003) -0.081"" (0.003)
GDR + 0.358"" (0.001) 0277 (0.010)
INDUSTRY + 0.382"" (0.000) 0.380"" (0.000)
STOCK + -0.009 (0.387) -0.011 (0.373)
SIZE ? 0.073™ (0.023) 0.081” (0.012)
INDDIR + 1.146" (0.015) 1.148™ (0.015)
CONTROL ? -0.005™" (0.000) -0.005™" (0.000)
CONTROLOWN ? -0.003™" (0.009) -0.003™ (0.011)
MGTOWN ? 0.014 (0.116) 0.014 (0.113)
BONUS ? 0.112™ (0.000) 0.113™ (0.000)
Wald 2* & 11,377.6™ 11,428.4™
LR test (Ho: 0=0) 2% 340.9™ 34177
LA RBEEFT DAL B S H AR FAR S EEKR T 2 Au k& 10% - 5%Z% 1% ¥

,J\' ig °

2.% %2 % C-Score s i fFKhan and Watts (2009) %= 3 #7345 4Rk ip ik ; DO AW A %HE o F AT
D&Ofﬁv‘ﬁjﬂ‘ﬁk 51> F2 50:CDR: m#¥#> 7 #7487 x%;*’&’”?f‘" %1 k2 50; DO_AMT % D&O
F'e EIFRAT A TR CSIZES BT AP LEV A N N A ‘f MBF A CMBE® BEEEN
ROA“ fts =1 f'/ ST A AGE: 2 P & 2 hE CYCLE;&F R :}*rzf? #ral 7 TH 2 L3 i ”T‘

1R F A SBETAG L st h ' RESTATE: R# %8 5 £ A £ %F?jﬁ&ﬂi %3“" 21> F 2 50;INDUSTRY
q}*%@;%& T3 “;‘Jﬂ“"il F 2 50; STOCK ;& ’i“ﬁ\AE:B’» i INDDIR;Z&? FEER S
CONTROL % #=#415% & /& =t ¥ ; CONTROLOWN 3 4 #41% L #F i & 5 MGTOWN 3 532 & FFge &
BONUS: & & & ¥4 Botiic
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B {5 A% %4 i3 C-Score v}§k38 P BE L GrE PR 2
(Basu -3¢ % %’Lé?@sﬂ) B 0 % i C-Score #4] 2 H v fEE 0]
¢ 7 2P RB(SIZE) ~ § F o F(LEV)& # B2 @ (MB) % #1048 o ¢ a3t
§CScoremE e s BB T EESNQENA)ANG)Y TR M AT
HEHAPFL 3 x—P\ 4R RE o FP > A< 4w A C-Score #icA ¢ & 7 SIZE

4 SIZE #2 LEV & SIZE 2 MB > £ 37 (7 445 » £ 7] 4 eh¥ % 4%%;<Lg 5
22 ?\' 6 m‘f:a%"‘ 3R o
FEL A AR RIED G0 B LEBTM o4 pRiviE it - %

RIE > 215 *”*? 2%
# % B D&0O £ 3F A *
PLE D&O gz o0& > FALF L 5 BE okl @ X Bp S T
PR D&O W'a £ 4~ » FARRAER ¢ 43 - Bm > LB SRS 6
PIA G - Rpen® % > EBTM & < iz _m:;% ( C-Score #-%| ~ Basu 7% 12
R AAMC ) NN AR R R g L e @ o R D&O e 5 AR
MNP sk P L R R SRR (ho @ 2 Heckman (1979) % 1 £ s
AR o A MR R A L BB T 2 0 A FEERT AR
ITERNGFRFT EER 0 R FHY D&O ez 2 P HIFF I A EREE
L& -

5 (45324 11) 3B D&O chiz#kdgF o0 » @ ¥ 8-
G (2 1) 2P FEFLPFERELRE PR -FT 2
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REP L EEF R L HFEL d XD D&O F I FIHE 2 T
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% G4e : Beatty and Liao (2011) # # SIZE % # > Wittenberg-Moerman (2008) ¢ 7 MB x> @ % ff 5%

(2011) R k- P& & % SIZE ~ LEV 22 MB % ¥ -
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WHEATL T A F B4R 3 ()2 ¢ 4 5 K% D&O Frg 2 4p b g

{4 > Chung and Wynn (2008) & fi=# D&O ' £ I8P > '% 7 4 Ja ki =
PHRFEEFN > T ROTHHITF TR AR RGRERETREDLEE
(indemnification) » & **Rp & A &8 £ 2P A E2RIBBAPM TN > Fpt > A2 &
AP FHRET W DRO FREPBEA AL AT A H PR R
ot i A2 277

Htd ~ D&O (-4 44 {4
- KRR

TR A GRS RARTRIREG LT HTE CF R £ R
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Directors’ and Officers’ Liability
Insurance and Earnings Conservatism

1. INTRODUCTION

This study examines the effect of directors’ and officers’ liability (D&O) insurance on
earnings conservatism, exploring whether the increasing litigation risk caused by firm’s
cross-country-listing would influence the relationship between D&O insurance and
earnings conservatism. We apply C-Score proposed by Khan and Watts (2009), as well as
Basu (1997) earnings-return model and Givoly and Hayn (2000) accrual-based model, to
measure earnings conservatism.

As a series of domestic and international financial scandals have been reported in
recent years, the quality of financial statements is questioned by the investors. Some of the
cases were involved with financial reporting frauds and others were related to assets
draining. The investors suffered from loss in their wealth when the firms with
misrepresented financial reports finally ran into bankruptcy. Therefore corporate
governance becomes a non-trivial issue for the commissioner to enhance the effective
management of public firms. To implement corporate governance and protect the interests
of investors, the public firms are encouraged to purchase D&O insurance according to
“Corporate Governance Best-Practice Principles for Taiwan Stock Exchange (TWSE) and
Gre Tai Securities Market (GTSM) listed firms.” The board of directors and the executive
officers play the key roles for business operations, and thus they are the major elements of
corporate governance. D&O insurance may alter the effectiveness of corporate governance
because insurance protection reduces liability risk for the directors and officers. Since
corporate governance and legal liability both can influence earnings conservatism, it is
interesting to explore the effect of D&O insurance on earnings conservatism.

Although the firms in Europe and North America have carried D&O insurance for
decades, the information of D&O insurance usually is not publicly available in most of the
countries (e.g., the U.S.). Namely, previous studies on this topic are limited, and mostly
concentrated on the countries where the disclosure of D&O insurance is required (e.g.,
Canada and the U.K.). For example, Core (1997) and O’Sullivan (2002) apply the data of
Canada and the U.K. respectively to explore the determinants of D&O insurance. Chung
and Wynn (2008) use Canadian data to study the association between D&O insurance and
earnings conservatism, and show D&O insurance negatively related to earnings
conservatism. Lin, et al. (2013) also use Canadian data to analyze the effect of D&O
insurance on the spreads charged for bank loans, and find greater D&O insurance coverage
associated with greater loan spreads.
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2. RESEARCH HYPOTHESES AND RESEARCH DESIGN

The security authorities in Taiwan did not require public firms to disclose the D&O
insurance information in the past, which limits the research on this subject. Chen and
Pang(2008), Chen and Li(2010), and Chen and Chang(2011) respectively use
questionnaires to collect data of D&O insurance carried by the TWSE/GTSM listed firms.
They investigate the determinants of D&O insurance demand, the relation between D&O
insurance and business performance, and the impact of D&O insurance on corporate
governance. To strengthen the information disclosure for corporate governance, the
financial supervisory commission in Taiwan requires public firms to disclose their D&O
insurance information on the Market Observation Post System (MOPS) from year 2008,
which allows more accurate and comprehensive data of D&O insurance for research.
Based on the public data of D&O insurance in Taiwan from 2008 to 2010, this study
examines the effect of D&O insurance on earnings conservatism. Furthermore, this study
explores whether the increasing litigation risk caused by firm’s cross-country-listing would
influence the relationship between D&O insurance and earnings conservatism. Because
many listed firms in Taiwan issue Global Depositary Receipts (GDR) or Euro-Convertible
Bond (ECB) to raise funds from overseas, these overseas fund-raising activities may cause
greater litigation risk for the firms.

This study makes several contributions to the extant literature. First, this paper
examines more measurements of earnings conservatism than Chung and Wynn (2008),
which only use Basu model. Previous studies have pointed out the limitations of Basu
model for examining the cross-sectional variation of asymmetric timeliness of earnings
among firms and its difficulty in effectively incorporating a complete set of control
variables. Therefore, we use C-Score proposed by Khan and Watts (2009) to measure a
firm-year conservative earnings. For the robustness of our result, we also adopt Basu
model and Givoly and Hayn (2000) accrual-based model to measure earnings conservatism
for the sensitivity tests.

Second, regarding the research methodology, this paper applies the maximum
likelihood method of endogenous binary treatment model (EBTM) to analyze the effect of
D&O insurance. Previous studies document that the demand for D&O insurance is related
to firm characteristics, including earnings (Core, 1997; O’Sullivan, 2002; Chung and Wynn,
2008; Chen and Pang, 2008). Since it is not mandatory for the public firms to purchase
D&O insurance, the decision for carrying D&O insurance is in fact an endogenous variable.
Thus, this paper controls the self-selection bias on the estimation of the relationship
between D&O insurance and earnings conservatism. The maximum likelihood method of
EBTM is adopted as the main tool for estimation. Moreover, the Heckman two-stage
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approach and propensity score matching method are applied for our sensitivity tests to
check the robustness of our result.

For the research design, this paper first develops the testing hypotheses based on
previous literature as follows.

H1: Ceteris paribus, the purchase of D&O insurance is correlated with earnings
conservatism.

H2: The increasing litigation risk caused by firm’s cross-country-listing has an
impact on the relationship between D&O insurance and earnings
conservatism.

Second, in order to control self-selection bias, we adopt EBTM to estimate the effect
of D&O insurance on C-Score. The empirical models of this study are shown in the
following.

1. To assess the effect of D&O insurance on earnings conservatism and test H1, the models
are:

Pr(DO), = &, +a,BETA  + a,ROA  + @,LEV,, + a,RESTATE,, + a;MB,
+,GDR, , + a5 INDUSTRY, , +0gSTOCK , + 0,,SIZE; , +t,,INDDIR,
+ 0, ,CONTROL, , + 0, CONTROLOWN , , + 0, ,MGTOWN
+a,BONUS,  + 14, 1)

C-Score , = B, + ,D0,, + ,SIZE;, + B,LEV., + fMB,, + f;ROA , + b, AGE,
+ B,CYCLE, , +v; )

2. To test H2, an interaction variable DOx GDR is added to equation (2) and the model is
revised as equation (3):

C-Score,, = f, + B,DO;  + #,DO,, xGDR, , + f3,SIZE, , + S,LEV, , + fMB, , + 3,ROA ,
+ B,AGE, , + 8,CYCLE, , + @, ,. A3)

3. CONCLUSIONS

There are several major findings in this study. First, the empirical result indicates that
the purchase decision of D&O insurance presents a significant self-selection bias. The
research design should control the self-selection bias for its impact on the empirical
analysis. After controlling the self-selection bias for estimation, the empirical result
confirms a significantly positive relationship between D&O insurance and earnings
conservatism. Moreover, our findings suggest that the greater the D&O insurance coverage,
the stronger the relationship between D&O insurance and earnings conservatism. Finally,
we do not obtain any significant evidence that the litigation risk caused by
cross-country-listing would strengthen the aforementioned relationship.



