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Abstract: The purpose of our research is to examine effects of board

o

characteristics on the financial statement quality by using restatements as a proxy.
We collect restatements sampled from listed companies in Taiwan between 1997
and 2002 and use a matched-sample LOGISTIC analysis to validate the
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hypotheses. The empirical results find a significantly positive (negative)
correlation between the board size (competence of directors) and the probability
of restatements. In addition, this study shows that firms with higher deviation
between cash flow rights and control rights are more likely to re/write their
financial statements. Nonetheless, the audit firm size is uncorrelated with the
probability of restatements. The main implication from the above findings is that
enhancing the competence of board directors would improve the quality of
financial statements while increasing the board size may have an adverse effect.
keywords: Restatements; Corporate governance; Board size; The competence of
directors
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EXPERTn = Mg E SR E @ pire €358 £ 2 4
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46 AphfadkaErd @

> b TENURE
‘% - BSIZE INDEP TENUREaEXPERTa U EXPERTn ABSDA DEV BIG5 LOGASSET LEV OIGW AGE
BSIZE 0.1348* 0.1063 0.4629 ** 0.2502**  0.3119 ** -0.1437* 0.0188 -0.0660 0.3396 **  0.0533 0.0710 0.377690!<
INDEP 0.1595%* -0.2780 : 0.0604 0.4776 **  0.2891 ** (0.0753 -0.0180 -0.0273 -0.1766 ** -0.0591 -0.0287 -0.1190*
TENUREa -0.0109 -0.2555%* 0.1365 * 0.2431 **  -0.0808 -0.3025 ** -0.0784 -0.0027 0.1419* 0.0229 0.0194 0.4286 **
EXPERTa 0.3933** 0.1165* 0.0917 0.2046 **  0.5900 ** -0.0710 0.1942 ** (.1513 ** 0.3474**  0.0004 0.0868 0.0715
*
TENUREn 0.2502**  0.6020** 0.2372 " 0.1977 ** 0.1689 ** -0.0857 -0.0156 -0.0257 -0.0025 -0.0587 0.0318 0.1330*
EXPERTn 0.2898**  0.3501**  -0.0968 0.4875** 0.2059 ** -0.1138 0.0693 0.0412 0.1088 -0.0582 0.0217 -0.0210
*
ABSDA -0.1508** 0.1108 -0.2977 " -0.0611 -0.0415 -0.1253 * 0.0425 0.0452 0.0938 0.0938 -0.0089 -0.1762 **
DEV 0.2327**  0.0003 0.0795 0.2595**  0.0918 -0.0273 0.0081 0.0595 0.0534 -0.0195 -0.0376 -0.0652
BIGS -0.0559 -0.0385 0.0036 0.1528 ** -0.0547 0.0351 -0.0012 0.0974 0.1490*  -0.0858 -0.0084 -0.1119**
*
LOGASSET 0.3683** -(0.1819** 0.2141 " 0.3503 **  (0.0098 0.0466 0.1139*  0.2881 ** 0.1156 0.0017 0.0926**  (.2792**
LEV 0.0083 0.0112 -0.0252  -0.0630 -0.0320 0.0136 0.1107 0.0584 -0.1326 * 0.1110 -0.1590**  0.2454
OIGW 0.0919 0.0150 -0.0417 0.1146 * -0.0220 0.0176 0.0397 0.0164 -0.0586 0.0625 -0.1230 * 0.0216
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