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Abstract

The rise of FinTech marks a crucial milestone in the global financial industry that has
affected theories and practices of conventional financial supervision. Laws and regulations
for financial supervision should be flexible enough to help FinTech innovate and develop
but should also assist supervisory agencies in controlling the development of FinTech
businesses. Taiwan’s Act on Financial Technology Innovations and Experiments was
approved on December 29, 2017. This act is the first “regulatory sandbox” act worldwide
and has had a great influence on the development of FinTech in Taiwan and the
competitiveness of its financial businesses. This study explores the market response to the
“regulatory sandbox” by employing a multiple regression model to investigate the
moderating effects of company characteristics on share price. The empirical results of this
study showed that announcing regulatory sandbox bills had a significant and positive effect
on enhancing incremental information content. Regulatory sandbox bills had a higher
influence on the stock prices of financial industries than on those of financial technology
industries. These results can serve as references to governments for formulating subsequent

regulatory sandbox development strategies and to related investors for decision making.

KeyWords : Regulatory sandbox, FinTech, Market reaction
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Abstract

In 2018, the Financial Supervisory Commission (FSC) of Taiwan announced a further
3-year company governance roadmap. Through legal regulations, corporate
self-governance and market supervision, the FSC aims to boost investor confidence,
improve the overall operating environment as well as enhance market competitiveness,
once again emphasizing the importance of company governance. This study takes
companies listed in Taiwan from 2014 to 2018 as research samples, with the exception of
finance and insurance companies and government-owned enterprises, in order to explore
the effects of internal governance and external supervisory mechanisms on company value.
Using four regression models, results show that the scale of the board of directors, the
proportion of independent directors, the percentage of shares held by directors and
institutional investors and the agreements entered into with the Big Four all have a
significant positive impact on company value. Furthermore, boards with chairman holding
the position of the general manager are susceptible to agency problems, representing a
significant negative impact on company value. However, external supervisory mechanisms
can help mediate and turn the negative impact of boards with chairman holding the
position of the general manager on company value into a positive one, thereby adequately

improving the quality of company governance.

Keywords: Internal Governance Mechanism, External Monitoring Mechanism, Firm Value
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The relationship between independent directors and key audit
matters in the Taiwan domestic banking industry
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Abstract

As the audit environment changing, the Statements of Auditing Standards No.
57“Forming an Opinion and Reporting on Financial Statements” and
No.58“Communicating Key Audit Matters in the Independent Auditor’s Report” were
issued in Taiwan. They enable accountants to provide the readers more relevant
information, which is based on the corporate financial reports, in audit reports. They also
enhance the transparency of the audit report. The purpose of this study is to explore the
relevance between independent directors and key audit matters. The analytical target of this
paper is the data from the domestic banks from 2016 to 2018. The empirical results
indicate that independent directors and female independent directors play the role of
supervision and communication to enhance corporate governance mechanisms, and
influence the key audit matters in the domestic banks. In addition, the increase test found
that the supervision mechanism of independent directors in domestic banks also affect the

non-operating key audit matters, and enhance the information value of the audit reports.

Keywords : Key Audit Matters, Independent Director
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KAM, =a, + B1D, + B,SPE, + B, Aper, + ,Leverage, + B, ROA, o
+ B¢Size, + YearFE + ¢,

He
KAM,: %2128 % t# KAMB p ;
IDy: 3i2@ % thpgE 5
Aperj @ & 12 tPFETHE 35/ 5
Leveragey : 5 1 2> & % t #H4F %0 5 3
ROA;: 5 12 %t FT AP
Sizej : 212 % t# 22 R
YearFE @ & ¥4 % #c -
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#al (3) ¢ o % b af Gendery F > H s Rk 03] (1)
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. (4)
+ B,Size, + YearFE+ ¢,

LRBE T AT
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b A LA I R bpzﬁmfgﬁ%;gﬁsﬁﬁﬁa%?
(Ajinkya et al. 2005 ; #%4: & % 2012 ; 4% & % 2018 ; Bajra and Cadez 2018) -
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W FE v F(D) > T35dci 25473 RA AT HA ARG B FE
R E SN ARTL55 25473%;% 8~ b § ¥ (Gender) T 358 5 2.497 »
REAAFTHRAARNACPH2FTEALITEFANTTIEE 2497% 25 %
B g F(Aper) > Tiofcs 181580 RAAE TR AAAAGFTES
LEVEF BRI TEEN T 18.158% o

Bis o €3 ETAELHRENS > 3 ERTEE L T8
32321 A AL AR AE VA LL AR 5 32321%  hpiE R
FRA b o HE 48t I (Leverage) » T 32#ci 6.670; F AP F(ROA)™ % » T2
Ben 7323 REAARAFET AP RADT AR T8 7 ARG T7323% -

% - kiRt

Mean S.D Max Min P25 P50 P75
KAM 2.185 0.960 5.000 1.000 2.000 2.000 2.500
KAMword 1069.163 468.878 2407.000 332.000 817.500 949.000 1290.000
ID 25.473 8.086 42.857 0.000 20.000 23.077 30.769
Gender 2.497 5.014 25.000 0.000 0.000 0.000 0.000
SPE 32.321 15.364 48.720 2.500 22.500 25.000 47.500
Aper 18.158 10.362 46.667 0.000 9.167 19.091 25.000
Leverage 6.670 1.400 11.950 4.080 5.930 6.555 7.285
ROA 7.323 3.594 16.080 -11.770 6.005 7.960 9.470
Size 20.705 1.004 22.342 18.752 20.059 20.583 21.654
Observations 92
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e B EFHKAMA B (FHR)FRE

(D (2)
KAM KAMword
ID 0.037%*** 9.224
(0.008) (0.130)
SPE -0.012** -0.888***
(0.048) (0.000)
Aper 0.030%** 17.186%**
(0.002) (0.000)
Leverage -0.262%** -50.846
(0.002) (0.165)
ROA 0.021 -5.203
(0.501) (0.704)
Size 0.048 125.030%**
(0.673) (0.015)
YearFE included included
Constant 1.806 -1.3e+03
(0.448) (0.215)
Observations 92 92
R’ 0.275 0.395
Adjusted R 0.205 0.336
F 3.932%** 6.762%**
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TR AR 22022 dutfE sk o A HAID R A D
v 5 ¥ KAM ~ KAMword 2. '*fioiuxﬁr; SRR ARALFRE S b
= & %" 5 (Gender)$? KAM 2 KAMword B R EM (% 00455 P &
0.021 2 %#c 143645 P 5 0.091) N & AR FA BB FEE 75»*}&#,] BB
TS AP ARE maEd T BB AREF KAM 2 KAMword ¢ &
e s %‘Ti E_&;E\%f&ﬁ; # = El%féﬁ r'~<.’zpq B oKk E’fffl; m l% B o 7]
AT 23 Eﬁﬁ:ﬂq@) (4) % 2 FEF2-1~22-

27 4HEB:EETHKAMAE R (F)HOEL

. \1\.

Ik o
oo

(3) 4)
KAM KAMword
Gender 0.045%* 14.364*
(0.021) (0.091)
SPE -0.011* -9.607%**
(0.074) (0.001)
Aper 0.030%** 17.314%**
(0.003) (0.000)
Leverage -0.180%* -31.045
(0.018) (0.346)
ROA 0.049 2.959
(0.120) (0.830)
Size 0.030 120.958**
(0.793) (0.018)
YearFE included included
Constant 2.224 -1.2e+03
(0.353) (0.240)
Observations 92 92
R 0.260 0.399
Adjusted R 0.189 0.341
F 3.653%* 6.882%**

a Rl ?f-“lTb”A %3{{%2%
bAEEN 5 P T w kT s B 1% 0 5% 10%:8E F K O o
=~ 3 FERIRE

Sierra-Garcia, Gambetta, Garcia-Benau and Orta-Pérez (2019)#-KAM % & =
oI b Al 2tk 2 senl b ' KAM(ALRKAM) » 2 S 6 cnfE
A 5 b ' KAMELRKAM)- iz it 2 8577 7 % I & FRBRS b "G ~
FRRAFREBRI I TR EY AMBRAY DS BRSSP R EIFFR RS
gtk 2 sow) b ' KAM(ALRKAM) > & 21 fic 5 888 & % b ' KAM(ELRKAM) o
¥ TEJ %KAM ~» 5 12 <A Zfa» " Bagde~CipGfzpn \Dé?j
ACESHEF -FLEE GPrIgil HaRF I3 FREFIE T 2 2
K & fgs»sb AL ABBENM KAM- o it 2 8% A-B~-C-D-H~
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%% Sierra-Garcia et al. (2019)%2 TEJ Fﬁgﬁfﬁ’ffiigév\&‘ﬁ e RER R N
B4t P E 0 IE P (F4 ia‘lﬁéf;ﬁ&ALRKAM) LY IEIE P oAp B K Hﬁéﬁﬁfiiﬁ?
P(is A ELRKAM) W Ap B A &F&?&fﬁﬁiﬁ«}ﬁi(xéiﬁﬁ?%
ALRKAMword) ~ £ & i# 5 B PHE SMEEL P TR 3 RS
ELRKAMword) e Jf%#;zwu -1~ 120 BARARAFAREB > FT LT L BE
ALRKAM ~ ELRKAM ~ ALRKAMword ~ ELRKAMword © # #74% {7 i fF 4 17 -
W R Ak 2 A o T MHEEI(S) ~ WA R S AR M fe AR st
BEORE RO AR FE e fpafi - B ARRETREEFE
i SURI IR O :}gq % ~ F41i7 ELRKAM -~ ELRKAMword » 4% = % 747 %
Hi @«Vf% B b G AR R T o 0t R R AR EGE 110 12 enda s

2> bx %% % ELRKAMALRKAM)E B (% #)chf: 58

(5) (6) (7 )
ALRKAM ELRKAM ALRKAMword ELRKAMword
1D 0.013 0.023** 0.491 8.733*
(0.213) (0.032) (0.914) (0.073)
SPE 0.011** -0.023%** 0.461 -10.349%**
(0.029) (0.000) (0.822) (0.000)
Aper 0.004 0.026*** 4.805 12.382%**
(0.590) (0.001) (0.141) (0.001)
Leverage -0.131%* -0.131%* -4.941 -45.905
(0.041) (0.045) (0.857) 0.117)
ROA 0.010 0.010 -5.179 -0.024
(0.665) (0.671) (0.615) (0.998)
Size -0.040 0.088 45.888 79.142*
(0.652) (0.329) (0.230) (0.052)
YearFE included included included included
Constant 2.563 -0.757 -157.214 -1.2e+03
(0.168) (0.687) (0.844) (0.170)
Observations 92 92 92 92
R’ 0.121 0.372 0.076 0.401
Adjusted R 0.036 0.311 -0.013 0.343
F 1.431 6.135%** 0.853 6.935%**

aRP X H o A RITE L -

bAZEER 5 P o T A R B 1% 0 5% 10%0kE ¥ K o
THRAAFTREEOEER > RBRER2-1 22 RAAARTHE X
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f%ﬁﬁwﬁ@%’*ﬁ%%%%‘%%°ﬂu~*rﬂumééﬁwiﬁz

¥ ELRKAM 2z 2388 % > madFe 27 3)- RE2 w3t L FER 2-1-
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%= b2 %% ELRKAMALRKAM)E B (% #) 8 5

©) (10) (11) (12)
ALRKAM ELRKAM ALRKAMword ELRKAMword
Gender 0.020 0.025%* 5.484 8.880
(0.181) (0.099) (0.388) (0.194)
SPE 0.011** -0.022%** 0.461 -10.068%**
(0.023) (0.000) (0.821) (0.000)
Aper 0.004 0.026%** 5.217 12.098***
(0.579) (0.001) (0.109) (0.001)
Leverage -0.103* -0.077 -5.286 -25.759
(0.076) (0.192) (0.831) (0.332)
ROA 0.022 0.027 -3.149 6.108
(0.366) (0.273) (0.761) (0.583)
Size -0.046 0.076 46.382 74.577*
(0.603) (0.403) (0.222) (0.069)
YearFE included included included included
Constant 2.687 -0.464 -188.217 -1.1e+03
(0.146) (0.806) (0.812) (0.217)
Observations 92 92 92 92
R’ 0.124 0.357 0.084 0.389
Adjusted R 0.039 0.295 -0.004 0.331
F 1.465 5.758%** 0.953 6.619%**
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