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Bruce E. Aronson, Learning from Toyota’s Troubles: The Debate on Board Over-
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sight, Board Structure, and Director Independence in Japan, 15 J. JAPAN. L. 67,
76-77 (2010).
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Id. at 83-84.

Id. at 84.

Aronson, supra note 9, at 96.

Jonathan Soble, Olympus Sues 19 Executives for Damages, FIN. TIMES (Jan. 10,
2012), available at http://www.ft.com/intl/cms/s/0/203c4c64-3b2f-11el-b7ba-
00144feabdc0.html#axzz2kEFFrtFG (last visited: 2013.09.01).

23
Aronson, supra note 9, at 96.
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REFMBRENEBHRESTE®  LHRMLEZFeREELRR
B2,
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Company, Inc., TEPCO ; LT ' REX, ) WHREZ 2 EF
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24 Id. at 103.

25 Id. at 107.

26 Id. at 106.

27 14 at 106, 110.

28 Id. at 106.
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PEE Fﬁj%ﬁ > Bruce E. Aronson, Basic Issues and Current Topics in Corporate
Governance in Asia: An American Perspective, Address at Corporate Law Seminar,
National Tsing Hua University, HsinChu, Taiwan 12-14 (Mar. 26, 2013) (on file

with author).
30

Aronson, supra note 9, at 130-31.

3 Id. at 131.

32 e S . T . e S e - s s —
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E N @DJ ©

33

1d. LPAFEEFI”T}‘F’[ VE BIHHAC] > £51985F I Smith v. Van Gorkom— % © Smith v.
Van Gorkom, 488 A.2d 858 (Del. 1985). % 3+ Bﬁ‘éi?iﬁ’b%?gi n ﬁjjgj Hi Fﬁﬁ'?ﬁm{%
Rl e STEHAYEN ALY 0 (AR A BE ] > B (R TR
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ﬁ?%ﬁiﬁ“ﬂ?‘, (v G e 5T R A (ERY o H 2R YETY TR S
(gross negligence) ° % [LRandy J. Holland3 - ﬂ%’?}p[gﬁ% s X B R —
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B ZAF A ﬁmﬁ”ﬂ%%a T E ﬁﬁz&ﬂ%&ﬂ%ﬁ

EHAERE AT EHARTRUERERES - BREHAF
@;,ﬁ SV AR I F196-97 0 2011 105] » pi& gk Fk > [l

» F11865 © See also Chrlstlne Hurt, The Duty to Manage Risk 23 (Illinois Pro-
gram in Law, Behav. & Soc. Sci. Paper No. LBSS14-09, 2013), available at
http://papers.ssrn.com/pape.tar?abstract_td=2308007 (last visited: 2013.09.01)
(“Courts will look not to the substance of decisions, but to whether boards were
rational in their decision-making process. In other words, had the board spent time
and resources acquiring quality information, then the board would not have been li-
able for the same decision.”).

Aronson, supra note 9, at 131-32. Htdy b fiif TR¥FURE] | 2k AJ PO i ~ REZS
L S et (I Nl DT
PAPUELS AT TRy PR uﬁ.il DR SOREEE - 2 F' E‘“#L F“*»é%pj
R TR et e LR N e
g o E| PIyEERRESE > 155H] > FI211 ~ 214-215 > 2008 4 %] ¢_«P7§’fdﬁ @E’!‘
T B SRR O T (FRIV S4B T 7 ”%347 BT )
(ESP0S P30 BV AP TR 5 BRI E 0 IR T f@fwu
APRERIR SRR 0 T -
R PSR T O T R -
FRQFAD # P IIT fmaﬂrﬁkﬁurﬁ [l R
fF"ﬁr’\" o &EI}QFEII;L( s {Fjﬁit?, , E[132 ( Fﬁlﬁjj/f 3 ‘7\; Jirﬂﬁ&ﬁfﬂﬂ/ iFT‘,‘*
B e VRS i7 RS2 S VS fil & ;1%5"[‘5175‘ Fl 2 ( managerial
hierarchy ) Wy‘ﬁ&?’ = E—,‘F{ EII&IH”% ~ fl& £ H T (R Ef’l[ El |§,1%ﬁkﬂt
USRI ES FTE' 7fﬁf;r2¥iﬁ‘/7$ff§7ﬁﬂﬁdl‘ W T B e )

Aronson, supra note 10, at 84.
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F ERHE £ BCOSOZE § & ( Committee of Sponsoring Organizations
of the Treadway Commission ) — /L /L 48y T Y305 |l —& A 4
# , (Internal Control: An Integrated Framework ) 4 - K — L/
932 H Z 4 74 (Addendum to “Reporting to External Parties™ )
Fr#lsT (DT &% TCOSO#H &, ) *° o k4% W HCOSOH 4 -
WS EZ B EELSE - " Kk, (strategic) ~ " HIE |
( operations ) ~ [ #{ ® |, ( financial reporting ) & " #H 1F |
(compliance ) » PWH & E2E L FEWZE: HEZE
( objective setting ) ~ FEIE ##:% (event identification ) ~ J& & [7] &
(risk response ) ~ ¥ #|¥E 3 ( control environment ) - J& [& 37 flr
( risk assessment ) ~ #X#| & % ( control activities ) -~ E & ( mo-
nitoring ) L& & s 2% :® (information and communication ) 40
S NEHEZEHNE  EEAZ Y5 TRERRRM
BT WENEABER  WBENENEBAEES  ERA
XEHBRAEAFLE Z M - Bl A 730 KA BA
AFTRSRERE s =8 "HHBRE LT EN, WP EF AT
EWET AL AEHBRFENHEAEE WG FX - FIER
FARATHBERRERASEE =% "HEESHEE,  ELSHEE
BRELEARAFTEIMATETA EHEEITSA  LHHEHET

el R Y AR SR RSP 2354
> F196 0 20105 12F] 5 HLZRZR - K FHE AN 2 @’@Eﬁ’ F1220 -
2009F 8E] » 445 o COSO:;,“F&F‘*{ V2RI (B 75;@,;@@ NEaR ?z[@ﬂbﬂ %gu/
20 #I#bﬁl%a#gﬁwl[ "“E'H'T‘D SR Bl %r%s ) [ﬁjﬁ%t » FI138 -
W R g|221
“0 iﬁf% [ﬁJﬁ:B F1221 -
g EEEEEE %ﬂ’ffﬂﬁﬂ@%i"?‘*ﬁﬂ (F)78 TP ) 13

2CO SO%F AL > J %JFLJ T,j I)]@?Z[N Fl[ :’FI s I,Y'J:/f‘ifﬂj f’q

e
Htl?z[ 75 ° %Ig [fjﬁf:;g EIZZO
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EABHRFEOEERAT AL IE  GNEHEZEL LT
i dF 1 2 4 2% o

B RN E zﬂﬁ BT R GEFETE W%ﬂﬁz
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42

«

% UL R I i o F113-18 £ 200932 95+ 54 -
i SR AV BN Y] (Federal Sentencing Guidelines) 378B2.1{%4I » 33|
gl “»fd Mgvesafd 7. | (standards and procedures ) FL/ riiaj r’F‘ |H£'1§‘*
ﬁ:UJ (compliance and ethics program) - I'JFH2d % ] Wﬁﬁh* £ o \/#/I#tﬂ{
R TR ) R A T Y .ﬂtﬁm&y
PRI 5 70 40 L B E o G o (R Bk s 0

%' o United States Sentencing Commission, 2011 Federal Sentencing Guidelines

‘Z%E%QOIIE

Tk g
=N @
me (r*

—

Manual § 8B2.1 (2011), http://www.ussc.gov/Guidelines/Organizational Guide
lines/guidelines_chapter 8.htm (last visited: 2013.09.01). bl © ﬁ'jﬁﬁi ng
F'Jf; ) Elﬁ/‘ii i g -3 7}?[ '/E‘Fqﬁfﬂ IR OGRS 'J e 1FL’?171“§‘P‘T
T B 4 @iqﬁ I K T R
ik F$w¥%4miﬁ%gqpﬁwﬁ@V$i SR P - L SR
A T E VR o 4 R - B LI Y IR P18 o B 0 3
f’r’F"E 'EJ fi ]":ﬁJI%‘?J‘ﬁJH ( collaborative function) I HFH ¥ ﬂij 853 Eﬁb}iﬁfu
Eﬁﬁf%»EW@bHWﬁ’fﬁ?,p [Tt bR
TR F R 5 Bt L - BEIREE T PRERI S FEET E?ﬁﬁ‘%%%ﬁﬁﬂﬁgﬁl@’ |3RE3
&J A RN file] ?Z[ EE T Ekﬂ 1 ‘Fﬁ = - Amy Lancellotta, Board Over-
sight ofFund Compliance: Independent Directors Council Task Force Report, 922
PLI/CoMmM 639, 645 (2010).

LY A TRl F126 0 WERE - R SOLN T [ VA sk £
FIJ%JTEiT\ [l > [y AR B pus o rEny o ] ORI R
» B P IO EAR RAS o AEA IURL o PR B A A A
DRRTARN fJé@ﬁﬁTﬂ‘%?ﬁ_ A 5 ol 3k \HE = H 'I*Fi'ﬂl'ﬁ’ A RIALH

TS PR e RIS - [FIFE38 0 F1229-230 -
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(REEE) EHFRTY o Wb BB S E 2 H R
W KIECOSOH & - X iH E g5 % $é&ﬁﬁ%ﬁ
Rz BEEAE  MEREATEREREREES - A as LN
HEGRHZY - &t FINWEHEAREZLSHEE (33t
W) BHRETHEELEBRE (RATE) 7 BRFHEHELT
MR A EARBES BT EE - P E A T 8% P 4
PR EYE  WITRMZIRE - A ERETHERARZN
sl TR A R IR
OHATRIEZEEREMEBB I BREES
LEHEEFRIGE  HBRL L s i (MT%FWﬁW
B MERBENGERFEAE  —EAFEERHAY 28
MBI THREB B ARBERLESRNELT 5K A
e HMATINRA (SEBARES) RENETH2LH
B HENATF B2 BE SR HRNE - B LIEA
BMAERZESRBRO MR FRFZME  ETHHRELEZNE
RGEHL BN REEEY  H LR MELE 2 N

44

A j?ﬁJifii'jfiﬁfﬁ%: FER——REFTH R I U e e
RS P - 335 300 F1235-236 0 20045 5P| o P& L L i Y14
YL 5714" Y ar SYIAIRY S o PR PHESERIST3 R ~ ST41K - %‘%g? rmﬁﬂﬂt
ﬁ”ﬁ”@ PIFITEAS I 2 MR ORI B ) - WRM R UM
*o il g|234 -237 -

LR o il 0 F124 - pIB BT VSR BY23 0

[y # ﬁﬁ:t4 » F125-26 ¢

L4 a2 > F126 -

Hollis Ashbaugh Skaife et al., Internal Control Over Financial Reporting and

45
46
47
48

Managerial Rent Extraction: Evidence from the Profitability of Insider Trading 36-
37 (2011), available at http://ssrn.com/abstract=1928557 (last visited: 2012.08.10).

49 Id. at 1, 8, 36.
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B BRABERRESF REBOCHETER  TRROWEAR 7
BA - BHEBERERART TR - RASRERHZBFRL ¥
B EEEE o
MemBRELBERMYTME - TARNEFHEmME - COSO
ZEGEH AENRSOCETERERS P2 ¥
WEHERFERERAREEER  HEF R ER M H R EE M
B FEEEE R EREEEE - TS EFERE T
ZHBRAFE R REABETE  HAENEL L2 ES
BEAPIY  FHWEABEBIETREZER - EFCFHE
#£ (tone at the top) ~ %k & (chief compliance officer ) #1}3H&
1E (collaboration ) - DLJ&E i 2% 25 2 #1531 % (risk-based compli-
ance ) ~ ¥ B M /\IE (transparency and candor) -~ F &% 89 #4T A
B B % B (effective people and resources ) 2 o o - kDL % £
B BT EN S BEAEE 2T Ae LI (L R E AT R 2 AH B
HERE o ELER R ATl SN B R Bk B T R R YRR
FEH EHEATHEASNESER > BRAFEENEER
B fEl SERNBRWESBERET  £FEHTFER
SRR B - BEEREMMEBEOR  TAENRRELE

S0 Dan Li & Yong Zhang, Internal Control Effectiveness and Insider Trading 30

(2011), available at http://sstn.com/abstract=1798409 (last visited: 2013.09.02).
SIBICOSO 175720095 FUPEA A F 3Gt » F0 f BE5-F 06 TR F o o
Eﬁ?’f;‘/w‘é FIfE » S=[1{EE] » see generally COMM. OF SPONSORING ORGS. OF THE

51

TREADWAY COMMISSION, EFFECTIVE ENTERPRISE RISK OVERSIGHT: THE ROLE OF
THE BOARD OF DIRECTORS (2009), available at http://www.coso.org/documents/
COSOBoardsERM4pager-FINALRELEASEVERSIONS82409 001.pdf (last visited:
2012.05.30) [hereinafter COSO BOARD].

Lancellotta, supra note 42, at 646.

See id.
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M EGIE Y SB20105 DY TE RS EWTHP#SE  (The Dodd-

Frank Wall Street Reform and Consumer Protection Act - I'J ™75 [ & g
* ) Hipvey1s02 -] Ay o @?W@ﬂpfﬂaﬁﬁrﬁ%ﬁéj(wmm
minerals ) ;[/izf—J ﬁfﬂ\[& Eﬂ(‘jj/‘z()lztn 8FIp]fE— ST G 7o rfﬁf,igt ﬁF;Ij%
é%W%WFﬂﬁwJPW’@NB#@H%@$E§ﬁUﬁ§ﬁ%W*ﬂ
ﬁﬂ@wrﬁyf@%ﬁﬁJ:igﬁﬁﬁﬁfiwﬁJ’Wfff%WE
% éj%éﬁgtflgfc? o [Pk 'AJT [gﬁyggzg/\ﬁ £l FT F”{ﬁi fﬁ@?“:ﬁ
@m%fﬁ%?ﬁﬁﬁ*%MW%ﬁwi°T*g‘ Wi X R
& IWEER R 3T IJr‘@ r%“;{"gjl—é[“ EJ = > 3278 - F128-29 » 2013F 2
B+ ) VSR ) S P pm»mw R
B FEEET “5“El*lPﬁ§ﬁﬁﬁ e TR ?E'Fhi' 9 Bk 4 R e
FFMF’Q%# Hﬂﬁ%FHﬁﬁﬁkVﬁ %ﬁwWWCMm)W*%
B (R (R R e T VR 2R B B o B e
aﬂ@ﬁ@ww1“ﬂ{ﬂ%ﬂh"Iﬁ?ﬁ@“ﬁiﬁﬁﬁ fol o
'gr]ﬁﬁ, é‘—JJ Nt !’%%?’JV—JHI 14 {5 BT y[l[F‘4 SN ijﬂ EEFMPQIL,H u%% 3
L] Tftﬁ éf,ﬂ@%@ﬁ;%,zp,ﬂ@ I/}iﬁrﬂwﬁlg_[ﬂ [gsqlr;rr{]trﬁ
Jo¢w1¢ WW***’ﬁgﬂﬂin?ﬁ m%ﬂm S
HE /A ﬁjiﬁw £ ﬂﬁﬁ‘ﬂf it i F‘«%P,m |SERRI PV EI SR~ o Bl
RO [ﬁjﬁ%ﬁll » F1233-234 o G -5 EpEh = IR Eﬁ:i’?’{ |ﬁ TGl — P
CANTES QRN ATIPS BN FJPJ@’?{S@%WJ | e fE Crvlt”i?ﬁJ/ [ = Ny ET%'J’ E!
F[fj °
See Rebecca Walker, Board Oversight of a Compliance Program: The Implications
of Stone v. Ritter, 1910 PLICORP 143, 148-49 (2011).
6 Kristin N. Johnson, Addressing Gaps in the Dodd-Frank Act: Directors’ Risk Man-
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e SEXEFETMHZEAR BEEHFTAXELFA=ZE - FER
M ( operational risk ) - 77 3 & f& ( market risk ) ~ {3 JF & f&
(credit risk ) 7 o A 3 2 (5 3 49 4 3 B H B M T A 2R,
K FRBBENOHAZELE  AEABEBRKRE &R ARUME T
BHaRENEGEs  UAERRZERFGRESEEE  CXERAZEER
FEEHELFHENARS T SLRRTENEEE T
NERGFENLRERAFRE  NTAICE R ZBEHRT N E
WAL Ul E e ez AN ER (systematic risk ) %] -

FEOVREHARRTE  HMAFECHBB L mLEE R4

REBAGHBENES 4R HEESCREERELT
Bz A GRS G AL R EE AT BHRIT 1EK

agement Oversight Obligations, 45 U. MICH. J.L. REFORM 55, 61 (2011).
57 Stephen M. Bainbridge, Caremark and Enterprise Risk Management, 34 J. CORP.
L. 967, 969 (2009). %zw’ fﬁ%ﬁﬁjﬁfEHW“ﬂﬁTﬂ ?%#i
PRI J > 7 T 73" SHARREETY R VAR o TR e BN E
158 RS2 Pl A i e 4 A0 LV B S o T (AP RR  fd
ﬁwtgmJﬁﬁﬁﬁ@|myﬁiﬁ*fﬁg@ww@ 2 [l Michel
Crouhy ~ Dan Galai ~ Robert Mark¥ - &Lﬁfﬁiﬁ[m”ﬁ%*’ ¢ Fi FT wE R
o FI31-33 5 2004F 9] o
% [lMichel Crouhy * Dan Galai + Robert Mark¥ » ?ﬁé’f&ﬁlﬁ”ﬂ?ﬁﬂ%% Fi lfFf

e FI0S0S < BEL G R
%& Efﬁb F' Pl E?éﬁl%ﬁﬂ@f‘ﬁ;ﬁﬁ%?&f (risk exposure ) Fl jﬁ'?‘/ﬂu—i B
ST - o Y wﬁﬁ%m%f%ﬂﬂ’mwuffbﬁﬁﬂﬁWEM
‘El?i[fqﬁlﬁ > Johnson, supra note 56, at 56. {55 > [ Bt @ WyE (ot S
0 2 B USSR D 90 7 R O
x5 > IF“FII Hald R FAH A (risk appetite ) bwﬁﬂﬂ%ﬁqﬂ?*‘ Ff SRS AR

[f[Jﬁ:E?aS 1224 - See also Michelle M. Harner, Ignoring the Writing on the
Wall: The Role of Enterprise Risk Management in the Economic Crisis, 5 J. Bus. &
TECH. L. 45, 47 (2010).
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MEBEERE v saEi AR R 2B EREEY - £
D ABETEREANRAREBRESE T 2R LNE B
WEEECRRENRALHA AR EE R REBE BT
RTREEERAGAREN WREREFELEZHERER
TPk FEERAEMBERBRAS LN Z AR EEY
£ (risk management philosophy ) - 3 M 1F & /N 5] Bl g & #E o) iz
mAY

XA ERIRAEE B RSB PTARF (organiza-
tional processes ) - & : B[ ek - B R 2 KB R AE R T
£%. 2%t RTEHAATEUTHANET R - HTHERE
B LRERSUELLWLEEHURBAR ; 2 BBBR KRR
St MR REARE S S A 345 H T T B I S B s )
Moo BRELER 4 BTELARLEELAEBEZRINE
O s AEEREE Y —RRR - BAEEREREEMNX
MW & EEF ER A A (stakeholder) W EZ g5t b
B E A AR BRI A2 E - R A R AR E A (risk
appetite) o B - EHBEEALHAYEEHEERNBESH
(potential events) - 4 4t ¥ F (& 47 E 3Tt - DUBEAE 3t % 40

59
60
61

1d. at 47-48.

See COSO BOARD, supra note 51, at 1.

COMM. OF SPONSORING ORGS. OF THE TREADWAY COMM’N, EMBRACING ENTERPRISE
RISK MANAGEMENT: PRACTICAL APPROACHES FOR GETTING STARTED 8 (2011),
available at http://www.coso.org/documents/EmbracingERM-GettingStartedfor-
WebPostingDec110 _001.pdf (last visited: 2012.05.30) [hereinafter COSO Ap-

PROACHES].
62

63
64

Johnson, supra note 56, at 63.
Bainbridge, supra note 57, at 970.
See COSO APPROACHES, supra note 61, at 5; COSO BOARD, supra note 51, at 2.
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MY EEBENER - 7% TEMRBELAEEZRREEN TN - I
EREABEGTNBATIEEHE H%%?Eﬁ%ﬁﬁ’ﬂ’?%z&ﬁ PAAE A R [
i A ¥ ny JA e X % . (risk tolerance ) KA Mg AN Z W © #F
Z o AMEEBETWNHEHN2MERT T HEL £ @ AR
A B e () RT R R R e ) AR E B (R E E AR kT
£)  AREREHRESET  RETHL  WEREEHEEAR
BEANGA  BMEETRELER AL EAEEEY - KL
o RAT—ERREENESF  FEHQAIATRGEEMRE 4
T EEFGHLARRAFIEIRE-—ERAREERS 1 H A
BB B 2 RAE o flan g e X e IR EAE K (chief risk officer)

B BX L B B S B AL 2 B ¥ % & € (high-level management
committee on risk) - HE M ES e FHHF L FLILAEHFTHT
EHNEEZETZHAREEZE € (risk management co-
mmittee ) - HHEER A & AR S EY o HEE A RERR G
HE e o LLEE AT A B R R AT A 0 T AR R
EEHRAE-

65 [P=s ”COSO%F 15/\2004# 5 S I/%)%f B P - e e ﬁﬁmﬁ 3 yikbgu

]‘E;lii/[ﬂ : F"E'ﬁlﬁlﬁﬁf lﬂeﬂiggdz (= WE2EFH ﬂ—i’ﬂﬂﬁ [ | 1AED % Tt i Fh
P A VR B T S RS R R e R
i EEF?‘ COMM. OF SPONSORING ORGS. OF THE TREADWAY COMMISSION, ENTER-
PRISE RISK MANAGEMENT — INTEGRATED FRAMEWORK: EXECUTIVE SUMMARY 3-5
(2004), available at http://www.coso.org/documents/coso_erm_executivesummary.
pdf (last visited: 2013.09.08) [hereinafter COSO FRAMEWORK].

23 e o a2 F1147-148 -
Committee on Corporate Laws & ABA Section of Business Law, Corporate Direc-
tor’s Guidebook, 62 Bus. LAW. 1479, 1501 (2007).
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OHATREZEERSEBRB I BEES

MELHAAREET AMEABEEESHRAL 21
%*OQL&%%W%%%%E%@&%%E’ 1433 BT I

ZREHET G ZOO =45 4 _E 7 A\ T4 20 1 3T 8 [ 8 78
HBZATLBERE - B ZLRLSEARETEHRELTLT
B AzOO0LEAXBAEEREHKZ4BEFS - bRBHER
LB AR & @S2 B g &k (risk awareness) » R EEEZ Tk
£EEBAESRBTRAREEESSHA hEHENEES R
BREABREEZEALER BB L AT BRIA SR - LA
REBERMEASE  LEERREEZEHEFTINGEE
%%69 o

Bh AL - A R RIS O B B ok SR B AR 4 0 LR T Y
HEAKE —HABEEBN T AESBEMEBETH 24
RAEFHHATEEALEFE  WTRICEBRNAREEES
S 1F7 o DLE BB B M ROH T R S AT AL L

68 Georges Dionne, Risk Management: History, Definition and Critique 3 (2013),

available at http://ssrn.com/abstract=2231635 (last visited: 2013.09.18).

69 See Dirk Heremans & Katrien Bosquet, The Future of Law and Finance after the
Financial Crisis: New Perspectives on Regulation and Corporate Governance for
Banks, 2011 U. ILL. L. REV. 1551, 1558 (2011); Michael Pirson & Shann Turnbull,
Corporate Governance, Risk Management and the Financial Crisis: An Informa-
tion Processing View, 19 CORP. GOVERNANCE: AN INT’L REV. 459, 459-60 (2011).
JEFFREY D. BAUMAN, CORPORATIONS LAW AND POLICY MATERIALS AND PROBLEMS
827 (7th ed. 2010). ¥ [ﬁﬁlqs’—‘;gjl_‘ﬂjﬁ?ﬁ?%&?j e A j‘ﬁ Frev g s
PR Gl (1) Ui g O SRl s T
ﬁ%?”ﬁﬁﬁﬁﬁ HRE ) 1 AR S | KAV USRS e TR ST g
B VRS PP R Y TG R N R
e SRS BV R R B A - D RSB R ¢ 1
SR TP (D TR IR (AL T 0 S S L R -
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hERBERALHACHRZY 2 REL - EFMWHERET
o AR ENEE A EEYER (short-termism ) - £ T H
BRETHIRMTE - REAS 2 SHHSHH AL BN E
# (long-termism) %{k6F (o RHABEE)  LHAKL L B
T DL B 2 g A T LR B ORI AR AR E - A
REEHRBEREE HEEEANTIEE - AX LR
ZHE—AREEIRT K - (R AT B A EATAD B I 2 %
EoRBBRESRSER (EURHARE) ik EAEHEA
TEVEHEZHEALL SMELEHER - UBEETEAEA#
R AT A B AR o MR RIS B R
FO e mETE AR BN AENE  HESNEEENESR
TR

AL EemEHEE £ECOSOZE N =—0O—0O%f4Y
460 NF] - BITHH SR ET R AL RREERAMAE

AR SRR F L Y N B B B R 2
RIE SO RENE S ERNI A b FT%E? WF%T%E Z[ = B E S R
kS L = T o SR PR O R -

= UB L S BRI RS [ R 1 s 2
B PR ST 11 F1318 5 201277 97 -

el - IS H SR S PRI 0 T R 0 20135 471240

http://www.chinatimes.com/newspapers/%E6%8A%95%E4%BF%A1%E7%BF%B
B%E4%BF%AE%E7%B6%93%E7%90%86%E4%BA%BA%E8%96%AA%E9%8
5%AC%E5%88%B6%E5%BA%A6-20130424000167-260205 - & i W& B I e

2013F 65]30F! ( ENTﬁ[Eﬁ'%? SR s %‘.’fﬁrﬁfg‘f% ’ ﬁﬁ?ﬁﬁj\iﬁ}? F—J,?\\F:?TP'YF?%’?%F:?}‘?
2HE ﬁj{j@ ) EI#{I‘}Eﬁﬁi’;ﬁxﬁ?v foe) o

Grant Kirkpatrick, The Corporate Governance Lessons from the Financial Crisis,
2009 OECD J.: FIN. MARKET TRENDS 61, 75 (2009).

74 R
See generally COMM. OF SPONSORING ORGS. OF THE TREADWAY COMM’N, CURRENT

71

72

73

STATE OF ENTERPRISE RISK OVERSIGHT AND MARKET PERCEPTIONS OF COSO’s ERM
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AT - BASBALIATHRRAEE - RN AR R
FEOTHBMME  ERS BT HERR G E S L8R
ERBRMTEE - HILTE  4REHEELEECAENE
TEERREEEHWEE  AEARTREEREAREEIER
B —AHES R EEELH G AN ES (information
supply ) - BU3 % @ H A S IB AT A AT I AR IR 0k B G
A —AEEERERBANABR SN LR ARAFER - &L
R‘EGECHEBRENFEREA

LA MEREXHZEREEN  BEZAIKAE 2
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FRAMEWORK (2010), available at http://www.coso.org/documents/COSOSurvey
ReportFULL-Web-R6FINALforWEBPOSTING111710.pdf (last visited: 2013.
09.10).
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Board-Risk-Oversight-Survey-COSO-Protiviti_001.pdf (last visited: 2013.09.10).
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ability, 67 Bus. LAW. 75, 78-79 (2011).
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81 Harner, supra note 58, at 51-52.
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Michelle M. Harner, The Potential Cost and Value of ERM 4 (U. Md. Legal Stud-
ies. Research Paper No. 2013-16, 2013), available at http:/ssrn.com/abstract=22391
61 (last visited: 2013.09.10).
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See International Standards For the Professional Practice of Internal Auditing, Per-
formance Standards § 2120 Al (2011), available at https://www.globaliia.
org/standards-guidance/Public%20Documents/Standards_2011_Chinese_Unsi-
mplified.pdf (last visited: 2014.04.18) [hereinafter Internal Auditing Standards].
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88 Bainbridge, supra note 57, at 968.

89 INST. OF CHARTERED ACCOUNTANTS IN ENGLAND & WALES, INTERNAL CONTROL:
GUIDANCE FOR DIRECTORS ON THE COMBINED CODE (1999), available at
http://www.ecgi.org/codes/documents/turnbul.pdf (last visited: 2013.09.10) [here-
inafter TURNBULL REPORT].

% Robert F. Weber, An Alternative Story of the Law and Regulation of Risk Manage-
ment, 15 U. PA. J. Bus. L. 101, 126 (2013).

91 TURNBULL REPORT, supra note 89, § 20. fffiZF gL » f?ﬁ/%fﬂé‘gigﬁ s = abi
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92 See Internal Auditing Standards, supra note 87, at § 2110 & § 2120.
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96 . .. .
See Aronson, supra note 7, at 232 (“[E]nforcement is also a critical factor in both

creating incentives for outside directors to oppose management as necessary and
for providing such outsiders with a neutral vocabulary (i.e., litigation risk) to ques-

tion management proposals.”).
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?3 Pirson & Turnbull, supra note 69, at 460.

0 Harner, supra note 58, at 47-48.
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101 Harner, supra note 84, at 3.

102 1d.

103 1d. at 3-4. See also Michelle M. Harner, Corporate Culture and ERM 4-5 (U. Md.
Legal Studies. Research Paper No. 2013-34, 2013), available at http://ssrn.com/
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104 Harner, supra note 84, at 6.
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10 Id. at 3.
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Harner, supra note 58, at 56-57.
107 In re Citigroup S’holder Derivative Litig., 964 A.2d 106 (Del. Ch. 2009).
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110 . . . . . s .
Lisa M. Fairfax, Managing Expectations: Does the Directors’ Duty to Monitor

Promise More than it Can Deliver?, 19-20 (2013), available at http://www.utexas.
edu/law/magazine/wp/wp-content/uploads/centers/clbe/Managing-Expectations-
Texas-Draft-February-2013.pdf (last visited: 2013.09.01).

1 Nicola Faith Sharpe, The Cosmetic Independence of Corporate Boards, 34 SEATTLE
U. L. REv. 1435, 1444 (2011).
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Nlcola Faith Sharpe, Questioning Authorzty The Critical Link between Board

Power and Process, 38 J. Corp. L. 1, 3 (2012).
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115 1d

116 Id. at 10. See also HERBERT A. SIMON, ADMINISTRATIVE BEHAVIOR: A STUDY OF
DECISION-MAKING PROCESSES IN ADMINISTRATIVE ORGANIZATIONS 9-10 (4th ed.
1997) (“A subordinate is said to accept authority whenever he permits his behavior
to be guided by the decision of a superior, without independently examining the
merits of that decision™.).

117
Sharpe, supra note 114, at 10.
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123 Sharpe, supra note 114, at 23-26.
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)% — : #3 (Identification )

F—TRGHBEAFETFENEMN - EEEFHEZF - &
BHEBATANHEETHNEEA - EIE  HREHAEZER
o RETEEHNAC HAHTE  EFNEEE—EHT
HEZEAIRNAE - B - ERENE —FH - HHELEALL
MEFERNTAMOENRBESLTE MU ETERERE S8
ALREZFRRAZMELEE - LHHRE A AR ERFNE
Mo BB HREMEREE T N REKTENRE - HEH
AR T A BRENZE BREAATEEZCCRAE AT ZE
RN TEERENAEHEGER I L EEEAC TS
FLEMAZEERE o

@)% =% : 44 (Analysis )

T BEENF AR eR  RENE _FTRELITZRAA
M E o EEAMN T Y KM E KE N F M (information-
intensive ) o EE{EF BT - EZETEREENAE - 1Ak
MBS A SR AT el iy E AR R A S AR B
MBEHFEBRTE - bz BEATEESNMAHAEAREEY
MAE MMt BREZRECEFFEFENFLERUKAAEE
Ao A EARRFEARE ZETHN - LT ZATHAE A
BXFRH E R E A E] R o

B E =% : EIEH K (Choice of Response )

AT E RN SEe R FITREBEEFTATNERET
oMl FHIRKERBEAZEFREE  EAHTRIT—
18 ", TR o BRI A A 4815 = Herbert Simon#y
THFT A BB (Satisficing) "t —(HR A AT HEE

124
DON HELLRIEGEL, JOHN W. SLOCUM, JR. & RICHARD W. WOODMAN, ORGANIZA-
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EFEE T A AmE , (satisfactory ) Wy E > M " wEHE |
(optimal ) By % : TFE LR BE—E X2 2 HZ RE - AfM
MR — 18 "% ) (acceptable ) A3k & % o T — 4 B
Fraf - BEBAERE T —ELSARENRERSL  EE5 &0 Rtk
"HES WA EERRAT KR AEE SR MARTNEAER
BT EE  BRMtReEEBEAT S ENBEA TR ERE
MR - R BEAERBESZNEEES AT - LR EEIR
ZERBERLREZCHATIAE  EELERAMBE T A
WBHEMAEC E L AR W -

4 % ™% HE (Approval )

BETARNENSHELEZGRA— 5 B Z WK 7 £ fp LR
EESRENESCHRATELES  ELFTR o walfrat
EOEFRIEMEIANEATERENEEA HESZFET WL
EmF&ﬁ%ﬁ%%ﬂ%oﬁﬂﬁﬁ%?@@%%%&%%’u&
EZeETMELREMFEZWER  TREHLSEAES  with—
%’%$@%m7%&M%R@%%NEA%%%Eﬁni%ﬁ

TIONAL BEHAVIOR 426 (9th ed. 2001) (“Satisficing is the tendency to select an ac-
ceptable, rather than a maximum, goal or alternative solution. In this case, accept-
able might mean easier to identify and achieve, less controversial, or otherwise
safer than the best alternative.”). See also id. at 427 (“introducing Herbert Simon’s
bounded rationality model within which satisficing is explained in detail”).
1%$mmvwmmwﬂ4mﬁ @ﬁ#@ﬁﬁgwgﬁ%ﬁ?kﬁrﬁﬁpﬂJ
EEIE A TR @*IJ’waaﬂﬁV@%W1L%%wm% 7
M R 2R = 'ﬁjEJﬁjﬁ' G~ RLE RN (bounded ration-
mw>,mw*m5%r$¢$w*W§@&l %@fﬁﬁ%ﬁﬂﬁ%l
REre Tl RAGE > (BT ERECIE 7HﬁE°FHﬂMﬁSMNfT@Tﬁﬂ1
ﬁ?ﬂkl ’l/gl&#‘ "JP@JH IS IJF P':‘—ﬁ»}E;TF IR R g o xEl}kFEl”U , [Fljﬁéi:
» F196 -
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FHSHFERETAARNUTBEZERTR - B KEFHE
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F# R R @ Sharpe, supra note 114, at 27.

L HCHETRGRRL 2 B BR Y B

WER R E RS EANEPTEY  SEALETE
THREBENE MR (ARENZESH)  AEEAsELER
MR BE A - BEATE bk E E AL AU RN B
HEBRMEN LR F—FH FERAELEAWEIES:
RESEAY c EhHABTAERTHRES RN TEHE
BANEBREIENAEY SESERTHESEHE  ARY
MAEEE L RH - WEEREBE BT L EAZT
HEBEE RABNBEREEHE -  WERTBERREZ BT
¥E OHRAEATHBUREABIMAE LT REHME (FlwEEp

127 Sharpe, supra note 114, at 27.
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FEATREEMBAEE)  LETRUHFES BEHR
#H (controlling shareholders ) z % ¥ [# J& 3 47 BZ +x129

=~ FAlliE R - iR IS IR A 2 A
OEIRE M FTEZ R

AL EEEMABFTNRRER  FEIRAEANEL
Pl -ZREBEVERRE T 2EEEmBESTCWEILE
AR E AR kKA - F kDL 5 4 & Bl 224 Nicola Sharpe#
Wz T2 E 1 # %, (Process-Oriented Approach, POA) - K%
LA =] Hy 30 B M o

MEATAER T RAE (Flamas) & NEEE (flnE
o) MEA(PlmEE) 24748 EHESE - URKEALZEE
AT TR o R HEZ MM (board process) #Y
R FERUABITAERONLERR " BE ) T EEDE
FEemags T ENREER (agency theory) BI{EZ T
FAELZBMEZTEHE  HENRZLABRE R BARRENEE
eBI THERBE L2 EE e TR EELE TR AMEL
BENATEH o H WAL TR > =, WOlympusE - Hi3E

128 ¥ #,FYSmith v. Van Gorkom 4%’ > F* STRERIZS v e PR Ff I rFE

%lf?‘i Id. at 26.

Yu-Hsin Lin, Overseeing Controlling Shareholders: Do Independent Directors

Constrain Tunneling in Taiwan?, 12 SAN DIEGO INT’L L.J. 363, 407-08 (2011). FT,J

R IR 2 IR s
~Og e

Nicola Faith Sharpe, Process Over Structure: An Organizational Behavior Ap-

proach to Improving Corporate Boards, 85 S. CAL. L. REV. 261, 292 (2012).

Id. at 293. /”L:“Fll s A R {f, LRI TS R By »;t;gmg@;a’;ﬁ',

(compositional reforms) - B[ EFE Hp o {5 1 B3 0 REEST R %%ffﬁpfj

129

130

131
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TELEFNZELTRZ 2 BESN - REEMIT R AR ERZ
HHEARRER A - R R AR AR BRIk o
BAETRAAGFE EFCAREAFBSENG RREHEZZ
BEAREN BREMTEHNREZSTYRAR  NREESREFR
Bz B EMTHEZBITHUS;RZES > EELEEH (#
s HE R A ERMERLAEE) ¥ AALFEEEAth—
EREWEARGHR ™ - TBEEAFE ) WEF —FRLE
o WERIZFESZHIENEMNZL L ZE#E (multiple independ-
ent information gathering channels ) - VL3 il H 2% 89 i %18 g
TR S = Frak o Fl R RN 5] B 2 B # (whistle-blowing )
F LR ETHE TR AZNEHRMATUEBERERE
HHEECRBEHEMBENTETA  LEERE M L EETARER
EEWABFEL—
O EEHIRREZRENRBN AR AIERE

FEL R Bk UL RN E] R B 2
Mo AXRAHL AT EAGNREE  HRARBEZ A BERA
THBR - REUBPHREALENELRAT S  LHRATAEE R

HILs 37T o AR EdsHE (structural reforms) o 9915 B E ) ‘F‘?W SR 1k
YIgeg B FT G gﬁ'% S l”;t%ﬁ"fjgffﬁ S IR SRS RS RV E
RSNl R e E'I%T & }‘ﬁ%ﬁ?{‘% FI'FT (audit committee) ~ FHrf"

= F1¥1 (compensation committee ) LT F1¢1 (nominating committee )
5= E&%ﬂﬁ@]‘?ﬂ“ i ’;U%ﬁ'ﬁ:?’?&ﬁl* = ?%f/['iﬁzﬁg}”[@ﬁi@@“5'?&%5’37
Eﬁ NEENES EFU (R AR T BT Y o [d. at 275, fjit Y AR Y [FIJ

LA Sl ( ive ali s B ELBEELE S [HIEET71 0 F1261-
AL IFF?FJ'?;‘P\JF%‘?Z%W (incentive alignment) > % [l FEI' ft [ﬂJﬁ{Wl 1261
263 ~ 306-312 -

32 Sharpe, supra note 114, at 34.

33 Id. at 36.

1
1
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BERRURFRALEPREE™ . NREATLHEREL L
Beag®E™ oty BHELEAEHER (BHEFERR)
FhoBHBREAAEREREES BEREE  REAIZEL
HE (WEEELE) B FEBENFLEERE ™ Al ¥R
EWAGR - —TIEE EE N 6 I BRI T o T B b ) PR S A
% (tunneling) ™o X ERI BB LI ES LT —HEEH

134 Christopher J. Gulinello, The Revision of Taiwan’s Company Law: The Structure
Toward a Shareholder-oriented Model in One Corner of East Asia, 28 DEL. J.
Corp. L. 75, 85 (2003) (“Like most countries around the world, ownership of pub-
lic companies in Taiwan is dominated by family groups.”).

2 SLBIIY - 2N B 2 NGE Y IR — 2 Rl PR
?FﬂﬁJﬁEUJﬂ %FF  E|EIyk st > 9431 > F1136-137 > 20035 3 5] 5 = ¥ =
ZFiRE 0 Fr45 > 76 0 20085 9F] 445 -

See En-Te Chen & John Nowland, Optimal Board Monitoring in Family-Owned

135

136

Companies: Evidence from Asia, 18 CORP. GOVERNANCE: AN INT’L REV. 3, 5-6
(2010). ”E'Hﬁaﬁ S ?iiﬂﬁuzﬁr‘rff’tﬂfr PP~ R s
(i~ Rl B R o > R SR ﬁfM“FfrﬁEj e F159-60

2006 F 7FJ °
Lin, supra note 129, at 383. fi* bl » Z5 5 2% Flf Lk IS 1 IRE 7 00 12
P EpATE B ﬁ;’JﬂEH% VAP AR 2 I o HEE R ZS R 2012
FLE Y RRE ST 0 RUE ”%Tﬁiﬂﬁ‘ﬂ%“‘wm*ﬁ&m *’“%" e E R e
PE‘I gt (de facto director) AYfY~"Fi gt (shadow director) pjétf.ﬁﬁ;g&« il > 7
U S TR R VO G RSB S IR Y - *i’érﬁfrﬂ °
E'é@h{i*ﬁ A ‘ﬁhi‘ > FI1300 20135 9F) > SOy (AT A -
CIRE TE ST b [E S AN I b i L J}J&“F{JE.LJ/;‘FJ
e F’?F?Hﬂ/d :]R . ll?‘gJE :Jipj-l:ﬁlj}??ﬁ” Al E > {4 B9 R
j‘qi “po3 o DFREPHRAE TR S G 2RIV T e )ﬁ’ﬂ“‘Hi’F
S IEE J1p£’ G BIRT20125F 1 E[ 41 NHJ 2l SBT3 Y

137

z q\bii“iﬂf VIR Y LES S oo fE) o BRI 2T B AL ;\; |V %%
Ek}%gl’ﬁ_u_i’Hl I TP VI STOREE T s Mapigziuﬁ 5
g MR SRV RS e B,?aiyisrrfs MBI - S8 TR
TV R P T Qqu;y B » FI133
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W FREAZZBEBEIMESR  HLE#H0ES Et?"/&% A
ZRBHREATE " AT WER RN A SRS - P
—THEEETHFERERB A AL S (Related Party Transactions,
RPTs) '

BEEZE EZTe R I TEREERLNE  KHEEREE
FRETa - Bawl EZBEYAREHL  EFCLAUTER
FHBLN FREEREFEGEAACELERAT EXRH™ -
a0 B R #| ( psychological limitations on board independence ) 3
#oHREREZEFR—ER EZEMEZIT AHEERL-ZHK
EHEFE  EAEFHETTRERLHRAL - Fhky
BILEEMAEHECR A "4 F AL (outsider me-
ntality ) ; &3 F F B A58 AU R 4 F AROR AR 3R ) R R SR b
HHEAMZARER  LEFHEAZS ™ AT R
( practical limitations on board independence ) 11 & @ % % & 345
FERZBEAN (UATH "TEBREEA, ) MEEZEATHE
(information asymmetries ) b —3L % £ 2 R 5 i A4 ) B o 2 45
NEVEM O MERSEATERBRLRLEN  EFeMAEUE
ABHMENERTES BE BLEFLTREZCEARY

138 Lin, supra note 129, at 401.

39 Id. at 365.
Sharpe supra note 130, at 286-91.
Id at 287. 17 LA yREE A= ot El#ﬁ&u THE S Z Fgfl ) gkpﬁriu

b (cognltlve bias) * E P2 2 @) (structural dynamics ) E7fE) i
(SRR q%ﬁf[lﬁ[ﬁﬁpjﬁl“ﬁﬂi%”;}'_}% peAbIE P o 2 pLg P T
3 @101 103

142

Lin, supra note 129, at 410-11.
a3 Id. at 407-08.
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Wbz gh o AR N B B AT N B FE ST T R ) R A ()
TAR g al, ) FIMERE  ABEBTAGRAERERES
T NMERES  THLENEEMGR N EESEHE - LHTE
AR ET R Z N Lz %4 (law on the book) - HiE & NfEE
GMENTEEEERRAZME  ELERANEARB 52
R EFEZEZ (blow the whistle) Al E FH& - HEHZEZELH
B MELERTE Y B H - SEABEBTATNL BRI AR
FTHHEERAMERERAERBEHEENEL " Bl =
REEEBEWHGEAL G TREBRAFSR  £Z8ASBNTRGEE
BN BT B E SR B REALT  ERERET
BEFEBUCENTA  HE2EFMBHEALERT HEH
EEENHER o

M I s T BT 2 TR 3E L N B R

AR AP ARSI E > ([ AR 2Y141K V4K F 2 E.&@F}{J?Jﬁ'?'}‘*ﬁ@ﬂf&%
Mo%ﬁﬁk*WFfE% %ﬂ@?ﬁ#ﬁwﬁ F2181% ~ 5219054
RSN T S BANTIE S5 SR J/?B% Jﬁﬁﬁll?ﬁ@ 2 [LE N
"?Jii@ﬁru ’ glzzs 226 0 20095 9k] » 54y 5 = ?%fg N ﬁ#;,sr:ﬂ S
Fu » F1536 > 20095 75| » 545 -

L1n supra note 129, at 411-12.

146 1d

147 Lin, supra note 129, at 403.
148 1d

49 Id. at 411.
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VY9 ~ NG JaVE BB Z PR S R B E

MBI EEREE B - WA ERB G
Hoh o AR o R ETS - ASZHEHET LS
TRAME  TMAWNEHEAZHNAREERALRE LMD -
BETT MAEESAHRAIFIWEEACLRAAEE &
HEEEEEGHRBE IR ANR A HEEHM - £— AN
A Caremark £ BHR A ME P ERRE  EESETH
HEB XA E LTS (sustained) H A% (systemic ) #) 4
%o PR AR ERAARRRE AR L BT R R EF LS
BEWEE  RLAWET R THESEREFNERILEL
BEL AL TRIREREFMMEARERAL S w2
foo gtCaremark EH BT EELBABWET  FARFEERLE
VIS AR BB o

AW ARSI EERETRRAZEE  FR—
KEE  EATERBTAEEEY FEFERANEAUH B
M R EECHFNEATERTRRATH -
SHBMETRARBET  THALKNL  REEHE SN AR EL1MH
M BE ELAAWREAY AEREARTE  EaExa
BN ER  BERAEERIBECHERE LN TETH
B HEEHAFRMEETUEBEA -

150
15

Fairfax, supra note 110, at 3.
! In re Caremark International Inc. Derivative Litigation, 698 A.2d 959 (Del. Ch.
1996).
Fairfax, supra note 110, at 6.
193 Jeffrey A. Sonnenfeld, What Makes Great Boards Great: It’s Not Rules and Regu-
lations. It’s the Way People Work Together, 80 HARV. BUS. REV. 106, 110 (2002).
4 Sharpe, supra note 111, at 1453-54.
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FE gL RTAHFHE /B (stress testing ) - LU 2845 | S &
WALEG LA R EERHNEREE  EEEANE
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EUHEERHRTAE S AT FEELLRIEENE
HATERE £E5SeHRRREBUREEO L BEEE
o ABEE A BN RS EWA R G AL kR - R
WAEEAESE  SEH 7Lk B R BB R 2 o BT A
i%156 o

Bk ATHRGESCEHNEBAAET L2 REHY &
EELARSENBIE AL LR S c X RNELE  FEE
RGABERREAFAE TR AR EEBATNES WG
A EELE ™ o HAH S MM L H I BB AT TS BN
HEEBEZHAREE  FAMACNEERTHEEEHNN
RIRATREER - LR - EASITAERNEBET  AXE
T, WA REAENAEARENEHEE A Y AER

155 Kirkpatrick, supra note 73, at 70-71.
156 Id. at 78.
157
Sharpe, supra note 114, at 27.
158 1d
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Rethinking Internal Monitoring
Mechanisms of Corporate
Governance: An Approach to
Strengthening Independent
Information Channels

Chang-Hsien Tsai

Abstract

After examining the scandals of the First Securities Investment
Trust Corporation in Taiwan, those of Toyota and Olympus in Japan,
and the financial crisis that swept through the global capital market, we
seem to be able to find that internal information flow might be a deter-
minant prerequisite for the well-functioning of internal corporate gov-
ernance mechanisms, including internal controls, legal compliance pro-
grams and risk management mechanisms, as well as the legal duty to
monitor. This article, from the perspective of organizational behavior,
analyzes the steps in the process of a board’s decision making in order
to know what role internal information flow within a corporation plays

in the board process. Through this analysis, this study demonstrates that

Associate Professor, Institute of Law for Science and Technology, National Tsing

Hua University. LL.B., LL.M., National Taiwan University; LL.M. in Corporate

Law, New York University; J.S.D. University of Illinois at Urbana-Champaign.
Received: November 25, 2013; accepted: April 25, 2014

-275—-



80 Ak HIH B

ensuring independent information gathering channels to provide the
board with a variety of governance information might be a key factor in
strengthening the internal monitoring mechanisms of corporate govern-
ance in Taiwan. In addition this study examines failures of internal in-
formation flow both in Taiwanese corporations adopting traditional
company auditors while establishing independent directors, and in those
with audit committees replacing company auditors. To prevent similar
failures, this study makes three reform proposals: first, directly control-
ling internal and external auditors by corporate monitors, including in-
dependent directors, audit committees or company auditors; second,
reinforcing whistle-blowing systems; and third, vesting the aforemen-
tioned corporate monitors with access to assistance or advice from ex-
ternal legal or other professionals. Overall, as risk management be-
comes a core issue for regulators internationally, we need to pay atten-
tion to how to fortify independent information channels for corporate
monitors. In this way they can be more prepared to monitor the risks
faced by corporations, thereby contributing to Taiwan’s progress in cor-

porate governance.

Keywords: Organizational Behavior, Internal Information Flow, Internal Audi-
tor, External Auditor, Whistle-Blowing System, Company Auditor,
Independent Director, Audit Committee, Internal Controls, Duty
to Monitor (Duty of Oversight)
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