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Abstract: Enron and Procomp frauds induce investors to be very
concerned about corporate governance and financial reporting quality. In
response to these frauds, Taiwan’s regulators speed up the Securities Law
and CPA Law amendments and sanction undutiful auditors involved in
Procomp fraud. Due to the increasing regulatory costs and legal liability,
we hypothesize that financial reporting would become more conservative
after accounting frauds. This study uses a sample of listed firms with
complete financial data and stock prices during Enron fraud (2001-2002)
and Procomp fraud (2003-2004) periods. Financial reporting conservatism
is measured by the book-to-market ratio and earnings-returns relation
respectively. Overall the empirical results show that financial reporting
becomes more conservative after Enron/Procomp frauds. Furthermore, we
extend research periods to cover pre/post-frauds to two or three years and
also adopt market variables to adjust book-to-market ratio and

earnings-returns relation, conclusions remain the same.
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’ g“"‘é@‘?’T F ET oo



i kapnFERTE— 8l
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ERFPIL § AR FEDR, T 08503430 T 2
itk A Dt X g o

P ERARP G f

% 1 4ttt g

L S8 LS 3 RaE= 3 BEL  rh2- ik EALZ K
Panel A @ £ /7 # + #4] (% L5 % > 2001~2002 > N%=540)

BTM 1.385 1.583 0.999 0.823 2.059
Enron 0.538 0.538 0.498 0.000 1.000
Industry 0.000 0.207 0.405 0.000 0.000
RET; -0.212 -0.131 0.479 -0.431 0.051
RETi-1 -0.341 -0.261 0.426 -0.517 -0.116
RETii2 -0.223 -0.105 0.472 -0.387 0.033
RETi s -0.084 0.019 0.477 -0.263 0.174
RETi; 4 0.164 0.284 0.483 -0.009 0.441
RET s 0.013 0.095 0.539 -0.247 0.297
Panel B : #4/4F puird] (% 1A% % > 2001~2002 > N%=1043)

Xit/Pit-1 0.056 -0.007 -0.007 -0.032 0.125
DRy 1.000 0.650 0.477 0.000 1.000
Enron 1.000 0.519 0.499 0.000 1.000
Rit -0.180 -0.026 0.681 -0.428 0.171
Industry 0.000 0.393 0.488 0.000 1.000
Panel C : i /3 3] (# 2 ¥ % > 2003~2004 » N*=689)

BTM 0.984 1.017 0.440 0.676 1.306
Procomp 1.000 0.537 0.498 0.000 1.000
Industry 0.000 0.268 0.443 0.000 1.000
RET; 0.201 0.346 0.731 -0.030 0.527
RETit1 0.065 0.245 0.779 -0.193 0.449
RETii-» -0.198 -0.076 0.659 -0.444 0.107
RET 3 -0.327 -0.223 0.487 -0.512 -0.071
RETj4 -0.199 -0.063 0.560 -0.372 0.079
RET; s -0.042 0.053 0.486 -0.242 0.214
Panel D @ @ 4/4 i3] (# 2 8% > 2003~2004 » N%=1219)

Xit/Pit -1 0.080 0.034 0.295 0.018 0.128
DRy 0.000 0.343 0.475 0.000 1.000
Procomp 1.000 0.509 0.500 0.000 1.000
Rit 0.141 0.278 0.684 -0.106 0.482
Industry 0.000 0.457 0.498 0.000 1.000
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%2 E@E/d jv ﬁ:“'] Pearson#p Bf %% ¥k

(B L3R5 % A & Sl B %> 2001~2002 0 N=540; = LA L B B %80 2003~2004 0 N=689 » 1355 [F)
BTM Enron RET, RET, , RET; , RET, , RET, , RET, Indust ry
(BTM) (Procomp)  (RET,) (RET,,)  (RET_,)  (RET.) (RET,,) (RET,;)  (Industry)

BTM S0.197%%FF  L0.352%%k  L0233%k%  _0343%Fk Q. 171FFF 0221%F%  0236%FF  -0.369%**

(BTM)

Enron 0.513%*%  _0397%%* () 38%%*  _0434%%% 0031 0.555%**%  0.042

(Procomp) (-0.038)

RET, 20.316%FF  0201%%F  -(,188%** 0.082% 0.531%*%  (.2]8%**

(RET,) (-0.100)***  (0.007)

RET, -0.080% 0.356%** 0.038 S0.213%%% (. 194%%%

(RET,,) (-0.197)%*%  (0.104)***  (-0.081)*

RET, , 0.044 0.230%%%  (.154%%%  (.429%%*

(RET,,) (-0.100)***  (0.470)***  (-0.056) (-0.167)%**

RET, , 0.130%**%  _0.164%**  (.307%**

(RET 5) (-0.274)%*%  (-0.374)%**  (-0.142)***  (0.022)  (-0.293)***

RET, , 0.151%%%  (.332%%%

(RET,,) (-0.143)%*%  (0.145)%**  (-0.083)*  (-0.090)**  (0.203)*** (-0.039)

RET, . 0.229%*%*

(RET, ) (-0.119)¥*%  (-0.401)***  (-0.196)*** (-0.104)*** (-0.116)***  (0.311)***  (0.059)

Industry

(Industry) (-0.197)***  (0.043) (-0.220)%%%  (-0.090)**  (0.263)***  (0.204)%**  (0.421)F**  (0.317)***

TR R E o Lo R e T B F KB 0.01-0.05~0.10
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,J» o

BTM, 1 2@ % t £2 B/ b o RET,, ;128 % tk &#2 % EL4RF - Enron ;
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%3  F A/ P83 Pearsonip B % #k

(FF 35T BHEA L REPM Gl 2001~2002  N=1043 ; = T LR ZEE 4R & & FHcip B 28k > 2003~2004 > N=1219 > 113580 F If)

Xit /Pit-1 DR, Enron Rit Rit x DRy, x Enorn
(Xit /Pit-1) (DR,) (Procomp) (R,) (Ri; x DR;; x Procomp)
Xit /Pit-1 -0.147*** -0.018 0.149*** 0.280***
(Xit /Pit-1)
DR, [0.516%%%  _0,697**x -0.20]
(DRy) (-0.125)%**
Enron 0.497%** -0.381***
(Procomp) (-0.037) (-0.267)*xx
R, 0.193%%*
(Ry) (0.131)***  (-0.562)***  (0.110)***
R x DRy 0.178%**
(Rit x DRy) (0.176)%**%  (-0.736)***  (0.339)%**  (0.523)***
Rt x DR;; x Enorn
(Rt x DR;; x Procomp) (0.303)%%* (-0.351)%%%  (-0.240)*** (0.205)**
Industry
(Industry) (0.035) (0.312)***  (0.015) (-0.275)%*x* (-0.091)**

Rk Rk kN nl AT B E R T B F R 0.01 ~0.05~0.10 -
SRR X, /P, :i,\m;tgzag};z}w};r‘%’l:ﬁ\:i ERL P Ry ;120 @ YtE 2
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E R AMBIFEFRTE— 85
TR/ ERER

S XBERNS G R EgN

# 42 Panel A M E E/F By HFE RT o d WAL
BLLABEEFA G FH D S HBREL T EAERT 7
WARLE A ¥ & m # % 8 (Enron) 2 f@}i&m’%ﬁﬂ@pﬂﬁ2’
AR ERE M 1% B ER LI - RN AT RBREZFL 28
ERRASEFRGFAL APV MBEFELLZET T MMk
FHEFLEARET o ¥t 3 2 F R % E (Industry) &3+ ik
mé@’%ﬁiééﬁmmwﬂﬂQEW’ﬂwgméﬁﬁ*gﬁﬁ
R T EFFRETRBARAT NP RA A RZ AT A -
o PR L AR 3 h#ii5 5§ 0 ¥ Beaver and Ryan (2000) 3 3R
R > R G AT g w BRI o AL R
%%%@dﬁmﬁ/’mw¢&“*mﬁiﬁw7#&ﬂ&%QOO
{5 % R # & F1+  (Variance Inflation Factor ™ = f§ £ VIF) 4 **
1.163~2.012 » 32135 10> % % p SBF 24 Bd ¥ R #7)
FREEE 4 37.86% o

# 4 2_ Panel B 212 FAR/3F ) g iR ﬂ&fﬁ“é—%fﬁ’ Basu
(1997) 22 B — > 7T P4 § WP (PH>T D4R 2 K F
BEELD (B GE S 0464 p e > 0.0001) 5 k7 &4 2
PR AL FE B e AL MBI EE FT e 2T RE SR
WET L 5®T o mARFRE RS fFMR 5 (R xDR, xEnron)
2 Gt E o BB, S 0.671 0 p Eol > 0.0001 0 £ R 1.2 2 FFL
BASP AR RE A MR EEAERT - ¥ b VIF @43
1.138~3.185 » A5 7% f S B il B £ SR AL > B4 ERufa 4
12.51% » Biom I 2 ARAR M B 1L 2 R e g2 R R
( Collins and Kothari, 1989; Lev, 1989) ** -

BEFDEFT L

L 52 Panel A L /3 v AR TS R Meh
%w’$%@mﬁ T ERRY (W%mm%£$#§&ﬁé.’a

* iz 4 Bowerman and O’Connell (1990) # % VIF < %% 10 % 7 } ﬁ?;‘a‘ AR AT o
# Collins and Kothari (1989) 4 - = #§ @ 4748 fv B 5514 2. Adj. R® <3+ 10% > Lev
(1989) % v Az 7§ Ap b3 3 o



86 & g3

24 MHMBEFEFRIESC (FHE%51 > 2001~2002)

Panel A 7= &/% v #°3] (£ A ¥ %+ {5 > 2001~2002)

5
BTM = a+a Enron+¢;Industry+ > B, RET;_, +¢€;
K=0

- FH e’ PEGIE BEERS tE pE?  VIF
Enron — -0.452 0.096  -469 0000  2.012
Industry NA -0.085 0.107  -0.80 0426  1.650
RET; — -0.691 0.090  -7.60  0.000  1.652
RET;1 — -0.877 0.092 944 0000 1363
RET; » — -0.491 0.081  -6.02  0.000 1293
RET; 3 — -0.337 0.085 -394  0.000 1455
RETii 4 — -0.213 0.075 -2.82 0.005 1.163
RET s — 0.033 0.082 040 0689  1.730
N =540 Adj. R =37.86% F & =42.04%%%

Panel B & 4&/3R p 5073 (18 %5 {8 > 2001~2002)
Xit / Py = ¢y + o DRy + aEnron + By R;; + B R;; x DR;; + B, R;; x DR;; x Enron
+f;Industry +e;;

EE P fEEFE BERS tE piE’ VIF
DR; NA 0.085 0.038 225  0.024  2.849
Enron NA -0.043 0.038 -1.12 0263 3.185
Rit + -0.018 0.024 -0.77 0443 2416
Ri: x DRy - 0.464 0.072 6.42  0.000  2.949
Rit x DRy x Enorn + 0.671 0.128 523 0.000  2.145
Industry NA 0.088 0.023 373 0.000  1.138
N = 1043 Adj. R*=12.51% F i@ =25.83%%*

BEEF A Y B B FIL F e AR E o A Y S e U NA A o SR
#% & White (1980) £ B B L 4e U2 B o Ip 5 R H 2o © ¥4F Lk L ¥y
AR EORE M 1% 0 5% 0 10% ©

HHEGRP D BTM i1 2P F tE2ZEE/D G o RET, 1127 % t-k £ REAFR o

Enron: g # %l ¥ E XRS5 1> FHEERH 5 0o Industry: 2 ¥ 5%k T+

£5 12T FE500 X /P, P I 27 R tEGHARG TR ERF R

DT FtEZRLIEMoDR,  BEFEERFFIOFE D HB 5 00 BTV,

X /P ¥ 99 F A o b 2R 1 F A i T iniEs @ 4% winsorize 58 EJE o

N&LHFEAL ] o



EPEARHBEERT - 8
ZHEERR

5-0.054 AT AE 0%k F k& Eethzz piE (0.1552)
3 10%58 F K& > & g e? Bl 2.1 SR - 5k 0 (e L g B ek A A
z,ﬁ¢¢ﬂv%mpiﬂﬁﬁw’ﬂ%¢EWF@ﬁéiﬁﬁm

PR AT EE A R YD 200512006 & o F EE
%,{g;w S ¥ it a2 o Procomp et REchE F 2 0 i S%A R E K
®(RTEE TPanel A(Il)) o ¥ #h » &+ & ¥ % % #(Industry) & 3
éﬁ’%%ﬁiﬁ*gﬂﬁﬁﬁﬁﬂéﬁﬁj’@iiﬂwmﬁwV
P REFHRIRE E le);kI}l,@c T g’; &SRR R PR AT
2o BV p BT E‘S;*a‘ A3 (VIF 43 1.097~1.663 »
a1 10) fg@ﬁ;’ﬁ 4% 2231% -

#2554 Basu (1997) 24/ Pl 8 k= 428 - il &
FERE PHEPEFYPROMIIE T T EF AT o R G
AELB s B REEFED R FHIAE R (4
AL ARRY) 2 WIEATR R 0 RIFEGR 2.2 2 3FH > B3R ES AR
= P F33F i,%ﬁ f@;&r*g rop e EEEFL 2 B EIEEG &
B E AT o & 52 Panel BT 0 Bt S p 2 LB, 4 B 5 0.343
E 12770 F 1%%;71;;77}44@ » BB 220 TWHR AL THEF &
ﬁﬁ%?%ﬂ*ﬁ’afﬁﬁ&iﬁ@’@?ﬁ4g¥*ﬂ°y”’
VIF {8 4 3 1.228~2.638 » BT p S # i F pd £ SR 31 > #3218
4% 11.44% o

25 HBFEFEIEPT (%15 > 2003~2004)
Panel A % &/7 § v #°3] (# 2 ¥ % {5 > 2003~2004 )

5
BTM , = ¢ + a,Procomp + «;Industry + > B, RET ., + ¢,
k=0

Pl e’ fEEFE REFES tE@ PEY VIF
Procomp - -0.054 0.038 -1.42 0.155 1.663
Industry NA -0.061 0.041 -1.47 0.141 1.575
RET;; - -0.135 0.021 -6.41 0.000 1.097
RETii-1 - -0.148 0.019 -7.45 0.000 1.100
RET;—» - -0.134 0.027 -4.81 0.000 1.538
RET;:3 - -0.308 0.035 -8.78 0.000 1.337
RETit-4 - -0.091 0.029 -3.10 0.002 1.257
RET;:s - -0.096 0.036 -2.66 0.008 1.426

=689 Adj. R*=22.31% F ig=25.69%**




%25 MBEEFILPC (FE¥ X1 > 2003~2004) ()

Panel B & 4/ 43| (B £ ¥ %5 15 > 2003~2004)
Xit/ Py = oy + DRy, + a,Procomp + S, R;; + B,R;; x DR;; + B, R;; x DR,
xProcomp + g;Industry + e,

T e Y Sl E EEES tE PEY  VIF
DR NA 0.071 0.026 2.65 0.008 2.579
Procomp NA -0.006 0.018 -0.32 0.748 1.416
Rit + 0.031 0.014 2.16 0.030 1.543
Ri: x DR} + 0.343 0.079 4.34 0.000 2.638
Ri x DRy x Procomp + 1.277 0.143 8.89 0.000 1.383
Industry NA 0.070 0.017 3.96 0.000 1.228
N=1219 Adj.R2: 11.44% F ig =27.23%%%¢

CREE AT B £ B TP F g Kb dF R o PR IEH S U NA £ id o SRR
% 1% White(1980)% % B BB L 40 1A K o Sp B 5 B A o ¢ FFF L 0k L H L n
FBEE R 1% 0 5% 0 10% o

REGRP D BM 1 2P F tEZEE/D Gt o RET 11208 % t-k # 2 LSRR -
Procomp: . #¢ % #ic - T—%éif$w L1 fEddrgs 5 0 Industry: 2 ¥ %k T
FEL AT IEL 0 X /Py AP tEGW ARG TR P R

NP Bt EZREEM DR RS ERFMI )AL 1 E® 5 00 BTM,
B Xy /P, F 99 F Al P 1 A e T ik B4R winsorize 3N EJE o
N EfFEAL] o
v~ FER A
(VUG D RMA TR S S

248452 MBHREEIPAF YT LT LB T

_%k'.ag;;—ﬁ S NP BE FREREAL RN T R% T
R B Lbj‘pzbﬁéﬁ”‘@#ﬁfb:;L:’--ﬁi%“ LR B R

3B ERPIEEATRAL © % 6 2 (D)~ (ID) ~ (DA %] 12 200012003 -
1999~2000/2003~2004 ~ 1998~2000/2002~2004 %~ % 4 ¥r&x = /{5 » H
P (IDg )z 2004 &> Fltw g BEE E R Ak 2T E
SRR AR RE R P - 4 6 Panel A7 0 E/F
LR G B B R Enron G BN RSN F S L (%
1998~2000/2002~2004 #p FF &g 3 -k ek i« ¢} ) » L F iR 1.1 - Panel B
RL FARBE PR TR R ]“3‘ R FHEFREL 4554



P EEHOMDBFERT B

89
TR ERE

i B ( R x DR, x Enorn ) EHF L (Kf 2000/2003 7 = &
Fok ek ok ) A HFE 1.2

26 MBREFRIPSL (U RPFLLTHEZIHE)

@ (1) (1)
2000(%%)/2003(f%)  1999~2000(F)  1998~2000(7 )/
2003~2004(14) 2002~2004( %)
3F 2 3 2
e T fr::it tE nrjzit ‘e f;:ii tE
Panel A % /7 v 3] (13 R FH A HERDE)
Enron —  -0.678  -9.09%** 0222 -5.61%** 0072 -1.85%
Industry NA  -0.146  -1.94*  -0.117 -2.86*** -0.118 -2.17**
RET; — -0245  -720%%F L0257 -11.34%%*% 0284  -9.36%**
RET—1 —  -0.402  -6.86*** -0.240 -10.24%** 0407 -13.50%%*
RET—» — 0431 -6.67F*F  -0.186 -7.25%%* 0250 -7.02%%*
RET; 3 — 0275 -4.95%%f 0377 -10.76%** 0253  -5.43%%*
RET;i4 — -0275  -2.83%%F L0111  -3.25%%F 0199  -4.95%%*
RET; 5 —  -0.045 -0.89 20.107 -331%%% 0113 -2.99%**
N 527 1103 1633
F & 46.06%** 0.27%%* 51.63%%*
Adj. R? 40.66% 30.08% 19.88%
Panel B @ 4/4R i3] (M2 FH RFHIAZTHBEZT )
DR NA  0.043 204 0027 161 0.036  2.22%*
Enron NA  0.008 044 -0.024  -1.75%  -0.027 -1.99**
Rit + 0.012  1.12 0.021 2.22% 0013 148
RixDRj; + 0201  3.35%%%  (0.194 4.01%%* 0231  5.03%**
RixDRixEnorn ~ + 0.135  1.86* 0207  3.35%%% 0366  6.32%%*
Industry NA 0078  4.96%%* 0050 431%%* 0054  4.95%%*
N 1039 2030 2895
Fi& 11.63%%* 21.43%%* 41.53%%*
Adj. R? 5.79% 5.70% 7.75%
Al %k £ 4 @ > & (1)20002003) A & & % Enron # ({5 ) ;

(I1)1999~2000(2003~2004) 4 =] #~ % Enron = (&) ; (II1)1998~2000(2002~2004) 4" | i*
# Enron #v ({5 ) o ¥**k v ¥k 0 w8 L AF F R 1% 0 5% 0 10% ©



% 7 2 () ~ (I) ~ (II) & % 2 2002~2003/2004~2005 -
2002~2003/2005~2006 ~ 2002/2005 %]~ & &= /{5 > = @]~ = 5%
2P EEFR AR RFAL 0 P RER EH RS M
FEFIPRES S FTHBRELIBR AP EESIH P 2D
BAFE W s BEL R o 4 7 Pancl A B 1€ B3 i WO R
He o s B % #ic Procomp A= A ORF Bk F GG
(2002~2003/2004~2005 #p & &g & -k Bez 1) > L 4F R 2.1 0 F]P
» 2005 # fit = 2 3 $dE iE el F ol o Panel B st @ AR/4R B R
HrEEIMH CRPFLZLFHEFRTEL 5 5 pn BR%PEK
(R, xDR xProcomp) 3288 ¥ 5 & » A FBER 22> P Rp iy
FA PR ERETEL D R ORI R g e

27 MHMBHFEFIREC (NPT EZHEZHE)

(I) (1) (111
2002~2003(%%)  2002~2003(F7 ) 2002()/2005( )
2004~2005(75)  2005~2006(f)

11 rS r S %
bR f: f;: e tE f;ﬁg e ;;j e e
Panel A £ /7 v 3 (A RHFI A B EEZH)

Procomp — -0.052 -1.67% -0.074 -2.34** -0.172 -2.92%**
Industry NA -0.26 -9.02%** -0.284 -9.64***  _(0.282 -5.89%**
RET;: — -0.275 -14.02*** 0324 -17.42*** _(0.481 -11.42%**
RET;;-1 — -0.283 -12.43***  _0.404 -14.17*** _0.488 -8.34%**
RET;-» — -0.109 -5.50%*** -0.185 -6.86***  -0.135 -4.38***
RET;-3 — -0.113  -5.91%*** -0.072 -3.41%** -0.054 -1.93*
RET;;-4 — -0.098 -4.94*** -0.118 -6.01***  _(0.128 -4.55%**
RET; 5 — -0.178 -6.31*** -0.14 -6.35***  _(0.311 -6.40%**
N 1420 1636 752
F & T1.74%** 104.01%** 64.37***

Adj. R? 28.51% 33.51% 40.30%




EPEE A HARERT L Ol
TR/ EIRER

27 MBFERIERC (M2ARPFHLEEHFFIHE) (F)

0 (1) (110
2002~2003(%%)/  2002~2003(7)/ 2002(7)/
2004~2005(14) 2005~2006(4) 2005(4)
Panel B @ 4/3p s (U3 FH B~ EE 8 E518)
DR NA 0036  1.88* 0.03 18 0.021  0.75
Procomp NA  0.009 063 0.031 2.10%* 004  1.78%
Rit +  0.02 1.73% 0.049  4.01*%** 0036 1.87*
RixDRi; + 0481  7.67%F* 0132 3.23%%% (832  7.83%kx
RxDRxProcomp -+ 0.168  2.14%%* 0162 3.58%** 0295 2.56%*
Industry NA  0.04 3.20%%% 0027 2.42%*%  -0.038 1.87*
N 2384 2376 1169
F & 34.25%%* 26.87%%* 26.11%%%
Adj. R? 7.72% 6.13% 11.43%

WAl EcF & 5 P 0 12(1)2002~2003 (2004~2005) A %] % Procomp % (§$) 3
(11)2002~2003 (2005~2006) A %] i % Procomp # (14) : (111)2002 (2005) 4 &) % 4
Procomp 7 (§8) o *¥%  #%  * hj KA BRI AT 1% 0 5% 0 10% ©

(=) BEE2 R G/ § 00 138 PR

2 ARESZMBRERT AT - R T L] > 25
AAFFIIRLEIFRF AL PR AZRF R R 581
ﬁﬁﬁﬂﬂgﬁﬁﬁﬁxmwai@’* B A3 54 Basu (1997) iFi2

Hoogbat pE s LB il @A L TR T Rl
TR E R FEH ) R R A TR AR p R TR
g RO SRS U EE o BRI R /P B A Pl TR
[Pt R A TR AR p R E AR R
LY AR A o 4 8 Panel A i B2 E B/ 0 03
FEFEIH FERESFVETARERCRIAEESD > 23 27
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