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Abstract

Majority of countries, governments and areas organizations around
the world, adopt the independent director system in framework of corpo-
rate governance guideline to improve the quality of accounting informa-
tion disclosure and to protect the right of minority shareholders in prac-
tice. However, the validation of independent director system has be-
come the highlight for the debates in academics. This study explores the
issue of validation of independent director system from accounting super-
vision perspective; it mainly analyzes the appointment method of inde-
pendent director system. Based the database from the security markets
since 2007 this study empirical tests how the individual characteristic of
independent director affects the validation of independent director sys-
tem from 3 dimensionalities including accounting function, quality of
accounting information disclosure and restatement of report.

The study presents that the individual characteristic of independent
director impacts the validation of independent director system. From ac-
counting supervision perspective the independent directors, who e-

quipped the financial background and reputation sense, can truly fulfill
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the obligation demanded on law. On the contrary, the independent di-
rectors who are appointed by controller shareholder or top management,
seldom keep independence in practice, finally act as a decoration in
boardroom and increase the cost of corporate governance.

Therefore, this study posits 3 suggestions to improve the validation
of independent director system. First of all, it is necessary to fix the ap-
pointment method of independent director system to import the elites into
pool of independent directors; the best way is that official department
sets up the pool to intake the qualified individuals as candidates for list
companies. Second it needs to establish the performance rating system to
enhance the reputation sense on stimulating and constricting independ-
ent director. Third, it is necessary to adopt more individuals who equip
the financial background into independent director group for accounting

information transparency.
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