215 Korean Management Review Vol 50 Issue. 1, February 2021(pp.215~243) http://dx.doi.org/10.17287/kmr.2021.50.1.215

Auditors’ Responses to Executive Excess Compensation

and Their Impact on Firm Value®
ARl =mpHA ZEALCIS] TS & 7|™TIX|

Lin Jin(First Author)

Department of Accounting and Taxation
Kyung Hee University
(jinlind6@naver.com)

Seung Uk Choi(Corresponding Author)
Department of Accounting and Taxation

Kyung Hee University

(suchoi@khu.ac.kr)

This paper investigates the effect of executive excess compensation on audit fees, audit hours, and hourly
fees. By using Korean listed firms from 2011 to 2017, current study documents the positive relation
between executive excess compensation and audit fees. Furthermore, when we decompose audit fees into
audit hours and hourly fees, the results are derived by audit hours only. Lastly, we find that the firm
value increases as the interaction between audit fees and executive excess compensation increases. The
results are similar when we use audit hours alternative to audit fee. Collectively, auditors efforts are
largely invested in response to executives’ excess compensation. Since recent regulation requires firms to
report more sophisticated information on executive compensations, current study reflects this increasing
interest of stakeholder and regulator on the compensation level of executives. Lastly, the presence of
significant association between executive compensation and fees paid to auditors offers useful implication
for investors and regulators in the capital market.
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9Ig ol friz A4 Aol 2 A& YT BAE) 9
grolt}y, B4, 389 oWt A=A AFA R
:rL/H B OFkAl o] }\Lo]s} al T,‘il/}_'

o

ofo £
=

do A, SedEd

AAFAA 28N JLBA ARE F5 8102
TS2000 Hle[EHlo] 25 Faf ol& Beetslth. &
& A o8 = KIS-

&2 A7 ASENN e
Value9} TS2000 =38}t
(Table Dol F&e] A=l XS5 A G

2 dTE 201198 REAR 7
A7 E ol 8ot A=l 7199 e
%3

3.1 EEAMN 2 Aek® Azl 1,050709 4H7I1e] £
3 2017 & 1,248719] HEo] EA &4
B A7E 99 Adhugel gapuss A H; gtk B AFE s 999 1Y Al
B AT FEARZ|IZES 2011902 3 AL K-IFRSY =% ]9 #ES 01*‘%}7] o]t K-IFRSTF K-GAAPS] Ao 2
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(Table 1) #=22| iz 2%
Year 2011 2012 2013 2014 2015 2016 2017 Total
A EE 1.050 1,088 1,117 1,156 1,162 1,218 1,248 8,039
Lead-Lag ¥ 1,030 1,062 1.069 1.127 1.148 1.191 - 6,627
of 24T + de Weds gstap] sl 37 4714,
o] o9 2B AT Yrle] ZAES W oh]d} 2} LnCompenl: Y€ B#Ede| A=z gk

3.2 ZEMA|

3.2.1 99 23R +4

FAsl7] Aot BAe] 2%
v 2E 232 AAaAtHSmith and Watts
1992: Core et al. 1999: Chung et al. 2015;
Dah and Frye 2017).

LnCompenl(LnCompenZ2) =85y +6;LagSize
+ GoLagLeverage + B3LagINVREC
+B,;LagMTB + BsLagROA + sLagCF
+fB;LagRet + BsLaglLarge + Bol.agl.oss
+BigLago(Sales) + 61 Lago(CF)
+BoLago(Ret) + XFirm+XYEAR+e 2} (1)

)

LnCompenZ2: 571°1A1R] 9] e de] A2 gk

LagSize: A71&A ] A2 g

LagLeverage: A7) 58] & (F5-A /44

LagINVREC: 7] wl&aa% AnApite s 4
Ao 2 Usegk

LagMTB: 77| B5FAI 7V /A7 | A 457k

LagROA: A7]1FA ol & (F7]E0l o /FAE)

LagCF: A998 a 5 (dHdd T 3 dFga
B/FA:

LagRet: A7) B5717t F45:E;

LagLarge: A71#U53 A&

LagLoss: A7]d] £4& Bu3k 7192

Lago(Sales): A7) 71¢o 2
ZTazh

Lago(CF): A7) 71522 A4 3/Mde] 49d5sE
o xFAA

Lago(Ret): A7) 71222 AA 34d F7dE
ZodAk

SFirm: 719 13 &3

SYEAR: 9= 3 &3

e o2k, dge 2IRA

o

&l
HAAS o] &3t} e BE dd9] HFEA ko]
H(LnCompenl). T 3tve 571 4
< o] &3tH(LnCompen?). ©]& 7 >
AbelolAL Fo] e FT]olAket 71 lAle] $1A]

7) olEg g AAElE AAAA A=
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o 2% Al slel AAA Aolh 2AE A
o] 917 Wl o Fol, AlglolAke olAHglel
A4l glof E710ASE ThE 349 48 & %
sloml Aol B A 44| olF AX &L A9
oVl 43S Yol 249

Geon nyd BAE s
% lAE ow deldl a5t
2% 2913} w%mm SEREERE

e *}Q“OPU% A ATl de o] &3t
£ WHo|th(e.g. Dah and Frye 2017).

4, Core et al.(1999)= 71949 1f54<] 7
2} Ao AR A kS n|Htha A A BHI T}
7V dEH o2 7Yt R (LagSize) 7t 55 7|
Ao Egol ofsf ol BobAa AGAtel o

]L 1__1.

@ 484 277} kold Aol Ha r|9ite
242 A9 p_w # }% AOE o 234},

(LagLeverage)<
o} FAH 7149

3} v E) A2 HF(LagINVREC) S ¥383tt}. 7]
A AT FAE e BA BT ] A-
o] ®u¥ 1l ItH(Dah and Frye 2017). ol #7]

A2 Azksk 347} v % (LagMTB) & $A .
71949] Q3tst 5490 QA WSt AAA B
o] grke ARATE 4T 23S olv] FH3hn

(Smith and Watts 1992; Dah and Frye
2017 ol 719¢] A2 (LagROA), 444
55 (LagCF) B 779 E(LagRet) & &A%
o Sd7IdY F8 5A89 F skl T
o] P& A BT BHS Aol ot dE
g0, 4822017 & A &% 2fA A7t
HEAF FFo] o DA, old
& .71l &

AT FRAY IAABHE Q& Bt

T k. oo &HAN(Lagloss) g BA|gT}, 7]
Hol B 8L ddo] BAFEA AHA o
g2 vt (Miller and Bromiley 1990; Miller
t al. 2002: Coles et al. 2006). A& ol u}
g H2 397ty wiE9d(Lago(Sales)), 4498+
S5 (Lago(CF)) 2 F7Hr &( LagO(Ret))
AAE 7199 AR tfdote] 2
Seh(H 7ok 478 2016). ”W‘”Oi 7]
AEH(SFirm) ¢ A= 13 EH(SYEAR) S
gtk A i 7199 2 B ARt
1A Y= (time-invariant) 719 2fre] 54
o 3d HFEE FAHA X AiFES
Aske G5 7Y E3 FE4E5R0
gL BAls] lal 9= 1 nE

@D

3
= mln o St
\
e Mo g oy 2oy o
JZio}moﬁﬁrEng&'Hu;’EHNU

H
A
(o =
K

3.2.2972%

[¢]
Za

WA 449 9
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>

B Q7]

8) g Sol, 2gle] 47 Azsh Aslollel 594 B Aol APE ALAPRANE 719 ol
ot Y 7199 Aglelz 2R 4 GES gtk B4 ¢ HAIA 69, AL T 9dS 2o Alglolkz 2RaA 29
2R oA} AsloE Y FomA washe Wasd o

=5 gt 9l
welth,

9 ¥ A7 7Y 2HEAE SAT F AEE 23R
AR 7Y 719 nAg a3 oAl & %‘ 1* £
T A4 #eE © wrh ole 2L
2t £FEE Ao] Bk ZAE 28

ol ¥ 7%l
2
s E AR,
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nad] WA JGE A2 delol BeT g
4(2)2 olgd},

LnFeei+1 =0
+ B1ExcessCompen] (ExcessCompenZ2)
+ BoSize + BsLeverage + BUINVREC
+GsMTB + sROA + B;CF + BsRet + BoLarge
+Bi0Group + 511 Loss + Biz0(Sales)
+B130(CF) + Bi40(Ret) + B15AbsPMDA
+ B160OPN + B;7Big + BisTenure + BigLnSub

+XIND+XYEAR 21(2)

o714,

LnFee: ZAME0] A2 13L0

ExcessCompenl: 99 HiEFoz FH3 ZupH
(1) ]H}) :

ExcessCompen2: 710|141 999 Wgr}o =
Fe = JJr-”i” 21(1)<] #A3p);

Size: AT AAZT 3

Leverage: F-AM] & (FHA/ZA4)

INVREC: "Z&AqA3} Anapite] g apato g
l”r—ﬁ'

MTB: BEFAVEY /A7 A2 77

ROA: &2kl & 3

CF: Oﬂoé‘ii TE(IYTEor A% dAFEE/EA
K

Ret: B571t

Large: W35 A&

Group: 719AT &&7|doH 1, ofYH 0;

Loss: 4% Bug 7192 1, oFJH 0;

o(Sales): A7 3/MA% wjEde] £FHAL

o(CF): A4 3719l °ﬂ‘§' FaE ZFHAL

o(Ret): A%

AbsPMDA: 23318 Al 249 o] gk
OPN: 27 o]9]e] 7o) ol™ 1, of U™ 0:
Big: Hi@AbgR1e] uA7|gold 1, ofyH 0;
Tenure: A1 AE&AA7ZL:

LnSub: AY3Al ¢ AAZZk:

JIND: A¥eid tin] S

SYEAR: %4 tujwis:

2(2)9] AT A AR =gk (LnFee)
oW 2719 g ol &3t EHWFE BT 7
o] F;E o] &atn ol %1%9] 2B EAST AR
Aol ZA 0}* A&
AFE (DA F4E Fago s o9 23K
A nigtt, dsgk vkl 2ol Ao Aug2
el 2E Addo Ht B (LnCompenl)3 571

o|Ale] B -S(LnCompenl)< ©]&dke] 43 %
HE (22 ExcessCompenl, ExcessCompen?)
= ol&dtt 9 xHBEFo] BSFE ARSI
S7FtE 719 o S wEd 2(2)9 AF B
& Fo] WFoE FofT Ao

2(2)e] 239 SAHTE "*5301?'01] <7
T, AT E AFste a9l dde B
2%ske 29 7Y 534 A dddEn
T AdAM Bz vl § A (Wysocki 2010).
g 599, 719y R, AFAAAY, 5349, 43,
FHAE & BF AR —’F 2R eRloze de
o] & & tH(Simunic 1980). Hg Lennox et al.
(2012) & 3|AIEoF AF50] 26 2 284 W
o] Ao glof w5 AlFeobghE AlAlgta 3
FAACRE & AFE 29A A3 A EA =Y
< A48 yd= 2dAd 19A4 AL HEE

(]

ﬂ

»

l‘l

;0
=

2 5o, g9ls] xohgs) 1
a0 LA D
nele}
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Becker et al. 1998; #7 < A744 2016).
ofo BFHthE A FA LYY M)k (AbsPMDA)
e ? A (OPN), ARle R
Big)'?, A&7 Tenure) & ZHAEFSL A
o J&& rZItH(DeAngelo 1981; Simon and
Francis 1988; Craswell et al. 2002). o]l &
g HTES BAIT AL EAlE AAATF
Az BRAAE wolng AR B #

dsu] ofo AL o ARAZI (LnSub) & ¥
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74
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5
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LnHour+1, (LnFeeperHouri+1) =5
+ B1ExcessCompen] (ExcessCompenZ2)

714,

LnHour: ZAAIZEE] AAA= %k
LnFeeperHour: A ZY@AEA2] 2423k
71kl Mg Aed oA el 2},

A9 A@)IA Gl FIF B %S 2)
AR AN 9e] Zagel 7484
o} (stol ) & elvl gk, A gARA ] o)
A4 A FLeH 0|2 Bl gArlo] om
Hog 9 2 BeHeAS 4P
ek,

=Y o o U o

iR, 1 Sask Sbi AALAZHE B3
FEE TR 9 A9l 2R )

B0l 54 837} 24719 719719 wA =
g AR 7197 = Agd T net B
Q(Tobin@) = &gttt ofefo] 2 (4)o)x A4
2R A 7R o) A RRR-8H ExcessCompen #
Audit)o] felg ¥ g (F] #h) = Holw, 94
o] ZHEAAT AR SEH R 2719 7Y
7EA 9} kel A (29 #A) 7} L& gn g W
A _‘7|:7].x4 o= o]gjg] 2 EAMe] A H]—x%o]

345 297 d8 g3 5o Fe 8 e
TestE &3 ARG ek dedk 7Hd 2904 %L
ATRGE AR AR PR o B
21(4) QA FAIA T AR RG] s = 2A}

Z, Audit ¥4 230 w2} 2t LnFee,
LnHour, 18]3l LnFeeperHour®]t}.

1o

+Controls + SIND + XYEAR 21(3)
11 ADelA e BAFET 71959253 AAAE BWEe stu LS Foluxt SHHSFES BT A7)gS o4t
LE ANEAE 49kert, Lennox et al.(2012)2 Zﬂ%% adl2 Agste] 2(2)A %@%?E% B 73S AMESAU,
DelM EHUFES BF B71gs o] &8 T 2(2)dM = B71aks o] &k 7é-°r BT Aves AR FARI
12) /‘4J+EH° AFA LN Dechow et al.(1995)2] 44 Jones E@ ol AFE W gk Kothari et al.(2005)¢l whe} A=a}9]
13) o7]ellA Al A, A, <k, 3 (Bigd) g nlghtt,

IS

14) olw} LnFee® 7RV} 2914 Bt EvRE Hujise

Hourol WalME FdstAl A&ttt B2 AAEA= &
e TLsitth.
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TobinQ;+1 =08y + BiExcessCompenl + BoAudit
+ BsExcessCompen1+Audit +Controls
+3IND +XYEAR 21(4)

4714,

Tobin@: 7197FA]2] o] €3],
27h/Apde) Aok,

Audit: ZPAVES AT D A PG AR S

Aleel WeE A Al 2,

(RS AZF+A %

V. AEEY

4.1 71=&A

(Table 2)& & A79 8
A A G, o327t A E
J&e SAS flotd - 6k9) 1% o &dle &
225 2% (winsorize) sttt 5 4 o
A el HaEAFAL 173,358(H )0
3 ol gste] Hs A= AT oli &
101 (H)olet. ol o3} o] F7]olAt
] E—’F—’FH e oAEY Eyarehit s5s
AARGEE, A (1) el 4] AbEdh Ao g 29
Y= ExcessCompenl, ExcessCompen2 %
TE BT 2 Hike] 0.000]t, o= o] ¥
89149) 2Ael7] Wit Bhgom, &Rkl
TALESe] AR Q1 LnFeed] Hatak (X591
e 11.27(0.67)0) 2, AAAZE A2 g
LnHour®] 34t (04 6.94(0.69) ]t
A A Y] AARaE Y FEHATF
7Yz} 4.33, 0.350It}. 2p7]9] #k o]t frAfaitt.

15 50, AR, AIZE 2 ARKE BHgre] 3]
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=
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< 19.06°] 1 %"T—t— 18. 7014 £
Hit A& (Leverage) < 40% A Eo|t},
ARFEE AR APAF] 71eFA ) v
Absitt, A iabbat wj A A e vg, A7k o A
Hl &, ARt 8, I9das 5y Haats
0.27, 1.56, 0.01, 0.04°]t}. B{7|3F 9
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(Table 2) 7|=EA2

Variable Mean SD 1% 25% Median 5% 99%
Compenl (F¢l) 173,358 144,702 16,480 87,673 131,182 204,667 874,102
Compen2(3¢l) 288,101 294,164 23,068 129,000 198,911 323,740 1,852,037
ExcessCompen 0.00 0.55 -1.51 -0.36 0.00 0.36 1.34
ExcessCompenZ2 0.00 0.57 -1.53 -0.37 0.00 0.38 1.42
LnFee 11.27 0.67 10.09 10.82 11.16 11.51 13.61
LnHour 6.94 0.69 5.68 6.48 6.80 7.26 9.29
LnFeeperHour 4.33 0.35 3.46 4.11 4.32 4.54 5.30
LnFeet+; 11.29 0.68 10.13 10.82 11.16 11.56 13.61
LnHourt+; 6.97 0.69 5.70 6.51 6.82 7.28 9.29
LnFeeperHoury+; 4.32 0.34 3.47 4.11 4.32 4.53 5.25
Tobin@y+1 1.32 0.86 0.49 0.83 1.05 1.46 5.65
Size 19.06 1.37 16.70 18.15 18.77 19.68 23.87
Leverage 0.40 0.20 0.05 0.24 0.40 0.55 0.86
INVREC 0.27 0.14 0.01 0.16 0.25 0.36 0.65
MTB 1.56 1.48 0.27 0.69 1.08 1.82 9.11
ROA 0.01 0.09 -0.43 -0.01 0.02 0.06 0.19
CF 0.04 0.08 -0.21 0.00 0.04 0.09 0.25
Ret 0.14 0.57 -0.70 -0.20 0.01 0.31 2.76
Large 0.27 0.14 0.09 0.17 0.24 0.35 0.70
Group 0.41 0.49 0.00 0.00 0.00 1.00 1.00
Loss 0.27 0.45 0.00 0.00 0.00 1.00 1.00
o(Sales) 738.91 2,431.97 5.66 54.00 134.04 362.67 18,822.44
o(CF) 303.32  1,026.70 3.31 26.96 58.58 152.13  7,927.13
o(Ret) 0.55 0.52 0.04 0.23 0.40 0.66 3.06
AbsPMDA 0.06 0.06 0.00 0.02 0.04 0.07 0.30
OPN 0.00 0.04 0.00 0.00 0.00 0.00 0.00
Big 0.50 0.50 0.00 0.00 0.00 1.00 1.00
Tenure 5.30 3.40 1.00 3.00 5.00 7.00 16.00
LnSub 1.66 1.47 0.00 0.00 1.61 2.64 5.91
1) ¥R oe 3.288 Fastet
2) 71EEAZ o] 4H WEH FEO FE ExcessCompen2t 7,9287W, 2713& o] 43 W (LnFee;+;, LnHoury:;,

LnFeeperHour;+1, Tobin@,+1)& 6,627/, YA W4 8,0397H0]t},
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(Table 3) g7t L|OE AEHHA|

Variable L2 3 4 5 6. 7 & 9 0 1. 12 13 4 o6 1T 18 19 200 a0 2 %
1.ExcessCompen] 1.00
2. ExcessCompen2 .93 1.00
J.LnFee 0.03 0.04 100
4.LnHour 0.02 003 08 100
5. LnFeeperHour 002 002 020 -031 1.00
6. TobinGy1 0.00 001 -0.08 -0.07 007 100
7.Size 001 001 080 081 -0.06 0.19 1.00
8 Leverage 000 001 024 021 004 007 018 1.00
9.INVREC 001 000 -0.14 -0.14 001 -0.06 -0.15 0.9 1.0
10.MTB 001 001 000 -0.05 0.08 076 -017 005 -0.05 100
11.ROA 0.09 008 003 005 -0.05 -0.07 022 -031 007 -0.14 1.00
12.0F 0.04 004 008 009 -0.00 000 017 -0.18 -0.06 -0.04 051 1.00
13 Ret 0.3 0.04 -0.06 -0.06 000 015 -0.06 -0.04 0.03 026 013 0.08 1.00
14 Large 000 000 004 006 -0.05 -0.09 010 -0.02 001 -0.09 016 012 000 100
15.Group 000 001 031 034 -0.09 -0.05 038 009 -0.12 -0.03 005 005 -0.03 017 100
16.Loss <007 -0.08 003 -0.04 003 008 -0.17 027 -0.07 011 0.0 -0.39 -0.11 -0.12 -0.05 1.0
17.0(Sales) 000 000 057 056 000 -0.06 062 013 -0.08 -0.04 0.06 007 -0.05 002 023 -0.03 100
18.0(CF) 000 000 059 057 000 -0.07 063 012 -0.12 -0.06 0.04 006 -0.04 001 022 -0.02 08 100
19.0(Ret) 000 -001 010 -0.10 002 0.06 -0.12 003 005 010 -0.02 -0.03 -0.06 -0.05 -0.03 0.03 -0.05 -0.06 1.00
20.AbsPMDA S0.04 -0.04 -0.05 -0.07 005 011 -0.17 017 000 019 -0.44 -0.13 -0.01 -0.09 -0.03 027 -0.03 -0.03 0.05 100
21.0PN .03 003 000 000 000 009 -003 004 002 005 -0.11 -0.06 001 -002 -002 0.06 -001 000 -001 009 1.00
20.Big 000 001 044 051 -0.16 -0.06 042 0.08 -0.04 -0.06 009 011 -0.04 014 028 -0.08 022 022 -007 0.06 -0.02 100
23 Tenure 003 003 007 006 002 -001 007 -0.07 002 -003 005 005 002 000 -0.02 -0.03 0.06 006 -0.03 -0.056 000 012 100
24.LnSub 000 000 044 045 -0.05 007 049 015 -0.11 -0.06 005 007 000 012 046 -0.05 034 031 -0.04 -0.04 -0.02 032 0.03

1) & 2HAE 1% o139 FFolA ol dhs onlgth(two-tailed).
2) WA 3.28 8 Fudlel,
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02

ZvZ} [ nCompenl, LnCompen2%s SEWMFRE o]
43 Aot VY nyo] T3E HLE

FI@ P A2 Bt ol 7|qo] FE 2
2 JYPEe BHE4E 999 AU B
#o| Bol A onlar). w¢ HA 0% AF5E
o UER YW BL5F WSTO BE
2 AR, ot ARAT WA A 9

v Y] &9 =71 (Lagleverage)®F €4 H 11
(LagLoss)< B3G9 #A4Ag olozlhg. o= A

(Table 4) 2@l ZnEyo| ME

Model (1) Model (2)

Independent variable DEP = LnCompenl DEP = LnCompenZ2

Coefficient t-value Coefficient t-value
Intercept 7.580"** 9.78 6.941"" 8.57
LagSize 0.219"* 5.31 0.277"" 6.41
LagLeverage -0.169 -1.61 -0.279%** -2.54
LagINVREC 0.364™** 2.93 0.424** 3.25
LagMTB -0.003 -0.36 0.006 0.73
LagROA 0.519"* 4.17 0.436™"" 3.54
LagCF 0.430*** 4.52 0.520%** 5.08
LagRet 0.007 0.76 0.004 0.37
LagLarge -0.235 -1.29 -0.282 -1.49
LagLoss -0.045** -2.47 -0.050*** -2.60
Lago(Sales) 0.000 0.88 0.000 0.60
Lago(CF) 0.000 0.44 0.000 0.89
Lago(Ret) 0.001 0.04 -0.013 -0.88
Firm Included Included
Year Included Included
F-value 10.73%** 14.39%**
Adjusted R? 0.7314 0.7599
No. of obs. 8,224 8,108

1) T-#t2 719 ool A 28 2B &€ (firm-level clustered) #kolt}.
Q) **x o re= A 1%, 5%, 10% FollA 9] f2o4S <jngit},

3) iAo e 3.242 Austet,
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AR} AR o] otz 719 g BAde] v}
A gujgtt, oo Avte 2y (1) (2)4dA
AR AR 710141 3t A o] v
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< 28 (D)3 ()M 42 < 73%, 16%= 3%
3 B FEE BT ol Y X HMFE
of Ao FHA B} £ES AR & et
1 9es udtt wg 2y T3dE 7Y 1%
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Apge} 16 o]ol#] = Aol AE (Table 44 33
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4.3 7(8HE Z}

= doMe /M E A ARE AT, 7t
A 1AM e d9e 2RI AR g9
3474]—‘3 ]"}’é}oﬂ‘:‘r T2 7= (Table 5)°l AlA]
gt 2y (1) (2)= 244 ExcessCompenl,
ExcessCo1maen2E AR o] &3 Ao} 17
HA 28 (1)s AHEH, ExcessCompenl? A

T 5% -r::oﬂ’q 93k ko] AAE 7IRHA
*%k=o 024, t34=2.12). AAA S92 St
g A% oY xyEA o] 1EFHA Z71E u] 74}

BEE ok 1.3% s7et. 28 (2)8 A9 Ed,
ExcessCompen29] A& 10% T4 <]
ot ko] #AE 7RG (AIF3=0.019, t7£=1.80).
ol 7199 FFEA o] 1RFAR 27 shd 72

1o
i)
K7
rir
o,
o
1o
B
_L
i
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K
N
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i
N Y
A
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R

[e}
2ol ?J%M zwﬁoﬂ tHoH pie
_/[:

jaisa
QL
rlr
Y,
o
fiu
=
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noc

(Size), FA
&(Leverage), B33&(MTB), &7 }éﬁr Ret), #
0

=9 W5 (o(Sales)), 9487 ¥EX (0(CF)),
o]¢] @(AbsPMDA) 12%7.%}4 (OPN>° 7

& Aol
a5 9B A Fh(Bzg)E frele ool
A%E Bolrl, 7149l B9 e vehit LnSub
A AR fol @ el Mﬂ St W, 7]
Q) AAYTROAE FIF €9 AFES 29
o ol 49t & 7199 wm#ﬂ %
M 0¥ A e AFE Holk
fha) gkelel < Mt e ol

e Ao 2 U$ds BT
So2 (Table 6= 7”\}/\]2}% FEHER
183 A9E AAe 29 23 ()3 2) dAE

¢

2] ExcessCompenl, ExcessCompeHZ

g #9t 2
ARSTL o 11% BoAE Ace AN, o & 27t BMSE o83 Aol F mad 9
6) 7199l TAEAE B Sorl BYe] WYL U 30~40%]t). ol 719 DAL A9l HAS PR Adsia 9

&2 v, e g9l

17) (Table 5)9] 23(1
WAy Ak, Z-}*}OJ TR, AG3Ate + Asrt g 7
S22 o] gdle] d&EE T | dAnsl ZAss TR BAld)
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Auditors’ Responses to Executive Excess Compensation and Their Impact on Firm Value

(Table b) & =1

PR ZALE o] 2A(V1HE 12 H3)

DEP = LnFeetﬂ

Independent variable Model (1) Model (2)
Coefficient t-value Coefficient t-value
Intercept 4.507*** 18.34 4.498%** 18.32
ExcessCompenl 0.024** 2.12
ExcessCompen2 0.019* 1.80
Size 0.347*** 28.66 0.349*** 28.78
Leverage 0.268*** 5.08 0.271"* 5.10
INVREC -0.009 -0.14 -0.011 -0.17
MTB 0.054"** 9.14 0.053"** 8.85
ROA -0.471%* -4.84 -0.441%** -4.51
CF -0.124 -1.51 -0.146* -1.77
Ret 0.022%** 3.11 0.022%* 3.12
Large -0.161** -2.41 -0.164** -2.45
Group -0.075*** -3.37 -0.074*** -3.32
Loss 0.002 0.12 0.004 0.25
o(Sales) 0.000** 2.55 0.000** 2.41
o(CF) 0.000*** 4.26 0.001*** 4.40
o(Ret) -0.001 -0.11 -0.001 -0.07
AbsPMDA 0.174% 1.83 0.186" 1.94
OPN 0.514** 2.27 0.522** 2.30
Big 0.135™** 7.33 0.133*** 7.17
Tenure 0.001 0.59 0.001 0.52
LnSub 0.047*** 5.48 0.046*** 5.38
Year Included Included
Industry Included Included
F-value 228.64"** 126.41***
Adjusted R? 0.7422 0.7393
No. of obs. 6,627 6,528

1) T-#%2 719 5ol ZF22H Y9 (firm-level clustered) #toltt.

2) ¥ e A 1%, 5%, 10% TRl feldS ofnjet,

3) iAo e 3.242 Austet,

Age 242 0.027, 0.0242 10%
WFo folst, A
F949% JAanH, 999 Zshuge] [EFAR
=

7et W) ZARARES: 247} 1.5%, 1.4% S7a.
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(Table 6) 2% ZotEant ZAAZES] BAI(VHE 2a2] HE)

DEP = LnHour;+;

Independent variable Model (1) Model (2)
Coefficient t-value Coefficient t-value

Intercept 0.876"** 3.96 0.844*** 3.84
ExcessCompenl 0.027** 2.03
ExcessCompen2 0.024* 1.89
Size 0.324"** 29.65 0.325™** 29.74
Leverage 0.175™** 3.80 0.176™** 3.80
INVREC 0.020 0.33 0.014 0.23
MTB 0.027** 5.28 0.027"* 5.25
ROA -0.093 -0.96 -0.077 -0.80
CF -0.265** -3.56 -0.293*** -3.95
Ret 0.027"* 3.63 0.026™** 3.53
Large -0.157*** -2.85 -0.162*** -2.93
Group -0.045** -2.28 -0.045** 2.28
Loss 0.015 0.87 0.013 0.75
o(Sales) 0.000"** 3.22 0.000"** 3.07
o(CF) 0.000*** 3.88 0.000*** 3.94
o(Ret) 0.015 1.23 0.014 1.16
AbsPMDA 0.029 0.31 0.032 0.34
OPN 0.282" 1.74 0.289* 1.79
Big 0.261** 15.81 0.259"** 15.67
Tenure -0.004* -1.85 -0.004* -1.86
LnSub 0.063*** 8.04 0.064™** 8.14
Year Included Included
Industry Included Included
F-value 324.88"** 331.13***
Adjusted R? 0.7632 0.7615
No. of obs. 6,627 6,528

D) T-#2 719 FElA 228
2) e A% 1%, 5%, 10%

3) Mg ele 3.248 s

234

(firm-level clustered) #te]t}.
oM frel g o]ttt

RAE AHAE Folele Ao Urke 7o) A
RN

et EAMSES §
3 fAkel, ol wARgs A 2%
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Auditors’ Responses to Executive Excess Compensation and Their Impact on Firm Value

(Table 7) 2@l ZoEant AZISZAEe] 2AI(VHE 2bo| HE)

DEP = LnFeeperHour;+;

Independent variable Model (1) Model (2)
Coefficient t-value Coefficient t-value

Intercept 3.622%* 19.50 3.639"** 19.45
ExcessCompen]l -0.003 -0.28

ExcessCompen2 -0.006 -0.54
Size 0.024*** 2.59 0.025** 2.71
Leverage 0.088** 2.03 0.091** 2.09
INVREC -0.020 -0.35 -0.017 -0.29
MTB 0.027*** 5.13 0.025** 4.87
ROA -0.382*** -4.63 -0.367*** -4.42
CF 0.138** 2.01 0.141** 2.07
Ret -0.005 -0.65 -0.004 -0.56
Large -0.008 -0.14 -0.007 -0.13
Group -0.033* -1.67 -0.031 -1.61
Loss -0.015 -0.99 -0.011 -0.70
o(Sales) 0.000 0.21 0.000 0.13
o(CF) 0.000 0.52 0.000 0.54
o(Ret) -0.015 -1.28 -0.014 -1.16
AbsPMDA 0.124 1.57 0.124* 1.71
OPN 0.237* 1.84 0.237* 1.87
Big -0.122™** -7.38 -0.123*** =7.37
Tenure 0.005** 2.52 0.005** 2.39
LnSub -0.016** -2.34 -0.018** -2.56
Year Included Included
Industry Included Included

F-value 30.277** 30.48***
Adjusted R? 0.0875 0.0868

No. of obs. 6,627 6,528

1) T-#%2 719 5ol F2 28 Y9 (firm-level clustered) #tolt}.

2) M v e A 1%, 5%, 10% Tl e F94 S <fu|gi

3) WFAgole 3.2 Fustet

a E?Jﬂ} ﬂ%iﬂ FrAkgel 71Qleitt, w24t By &
o] AEL (.76329F 0.7615% ZAAIZE 2ol =
ArE 17W1i B Hlg] tha =& FHo|r}, il

7Hd 2bE 75 AF= (Table Tl AXGTG. o
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ANFEFE o] &gt Aoty o] F w49} o4
23} B Ao 2% 2Hg-gke ZEARA Zhel i ARt f-9]
SITH(AIF3=0.141, t-3=2.29). °l+& 7|97
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< ovjgit} 1
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Auditors’ Responses to Executive Excess Compensation and Their Impact on Firm Value

(Table 8) 2@l ZnpEetnt ZALEST} 7|7Ex|of ofxl= e (7Hd

39| 243)

Independent variable

DEP = Tobin@+

Model (1)

Audit = LnFee

Model (2)
Audit = LnHour

Model

(3)

Audit = LnFeeperHour

Coefficient t-value  Coefficient  t-value Coefficient t-value
Intercept 6.547*** 15.79 6.211%* 15.61 6.259** 16.05
ExcessCompen1 -0.028 -0.63 -0.042 -0.92 0.026 0.62
LnFee 0.117** 2.97 0.002 0.07 0.095%** 3.40
ExcessCompenl+*Audit 0.114* 1.70 0.141** 2.29 -0.004 -0.07
Size -0.148"** -7.17 -0.128"** -6.53 -0.130*** -6.87
Leverage 0.114 1.04 0.138 1.27 0.131 1.22
INVREC -0.417"** -2.76 -0.410"** -2.71 -0.412*** -2.72
ROA 0.055 0.20 0.010 0.04 0.031 0.11
CF 0.535** 2.47 0.545** 2.49 0.520** 2.39
Ret 0.177** 8.81 0.176** 8.74 0.176** 8.81
Large -0.437"** -3.46 -0.452%** -3.55 -0.453*** -3.58
Group -0.005 -0.11 -0.009 -0.20 -0.005 -0.12
Loss 0.088** 2.18 0.088** 2.18 0.088** 2.19
AbsPMDA 1.301"** 5.01 1.293*** 4.97 1.282%* 4.93
OPN 2.077** 3.59 2.065%* 3.59 2.095%** 3.69
Big 0.020 0.51 0.036 0.96 0.051 1.35
Tenure -0.008 -1.54 -0.008 -1.51 -0.009" -1.74
LnSub 0.049*** 2.73 0.052%* 2.88 0.054** 3.03
Year Included Included Included
Industry Included Included Included
F-Test: ExcessCompenl+
ExcessCompen1+*Audit=0 0.052 0.024 0.534
F-value 120.83"** 123.63"** 32.02%**
Adjusted R? 0.2321 0.2295 0.2317
No. of obs. 6,627 6,627 6.627
1) T-#2 719 oA F212H Y9 (firm-level clustered) #tolth.
2) R 2 M 1%, 5%, 10% FEAA 9 24 S <fn|dit)
3) MFH o+ 3.24& FuslEt
4) F-Teste] Az}tolE P-valueZ} Z1H o] it}
4.4 F742A £ 822 Agee] Ante] 2AAL Bl
Aedh 24 BE 999 Hd e 571949
4.4.1 99 2054 OE 845 AH-SF 74 P EAE o] &3ttt o9 o] FHHAS o] &
G Qe F w sre g9 Fus 9ge
A WA F7HEA e A9 2FRGeR v #HHo] flom E3t o] Y FoE ARy
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wfzoltt, wekA 7199 54 FRAAE ZIAAA o ARl Aol& givka AT
WAE K 4 e o, B Qe Zsuge  eoz s Be de 9as vy
TEe E8otnR oldd 7IYdafe] S40] 194 e Ao uE F Ad A3 (52 A
o BASE AORE B 4 otk webd £ 9T £ ARaas SYete g3 288 4 glon
o o] FRAL olgste] F 2T RIS Ae % Belohe AT oA e
= A E=AE EeldE 2 art A Aol wolth, FAHCr A E oAl A
TAAFE (Table Dol AXGT} £ BY(1)~ o DAAAMTE A% A& HES L HE5
(3) 217 Anse, ARE, ADGRAE FEWsE B9 ARA 204 A td BelE A
o] &3t Axolty, AWM E= ExcessCompenTotal — Agkch, Egk &R 7RI} F714¢1 3o & zle)st
2 Aad (DM AHe BAsE SYller, 1 A gig AE 9 37HE 9 ofd
LY TS FEUFE D&ofo] T A 3 ALY TE RIS ZHARAH] 29}
golt}. WS 9 Belo] ik webd AAbALEe %
ExcessCompenTotal®] Aa#k< 23 (1)dA+= HHAe g2 oo ZyHATE 7hAHE S
0.028% foJstm Y (2)ellM = Alrghe] 0.025 A Qo] ol 4 Stk
2 25 10% ovm FElA) ol o felsh oo vl AYATe ArE ABYS volAE
oh WA, 2 (3)ddlA = Alggkel 0.003, t-%kol =T} o F £°], Abbott et al.(2003)2 FAR
0.25% ﬂom A}, ol A& Aseh AVE U39 EPAI ARA] A} 43 o)
Aolth, &, dde] FHE g FHA Slo] Ax A} dvka gt} §HH | Carcello et al. (2002)
(Table 9) 2l & 242 0|8% 24
Model (1) Model (2) Model (3)
Independent variable DEP = LnFeei+; DEP = LnHour;+; DEP = LnFeeperHour;+;
Coefficient t-value Coefficient t-value Coefficient t-value
Intercept 4.508** 18.34 0.878*** 3.97 3.621*** 19.49
ExcessCompenTotal 0.028** 2.26 0.025* 1.88 0.003 0.25
Controls Included Included Included
Year Included Included Included
Industry Included Included Included
F-value 22611 323.76*** 30.26***
Adjusted R? 0.7422 0.7631 0.0875
No. of obs. 6,627 6,627 6,627
1) T-#-& 719 FFelA 28 ~HF 9 (firm-level clustered) gkolth.
2) L 2 AN 1%, 5%, 10% oA oS on|gi)
3) W 72?4 32@% Zuslel,
4) & FAA Y] 2HRZE A9 FEA BY A FAjfolr},
5) TAMEE Ry XFE ot A ke it
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4.4.2 718t F7HEA

rﬁ

= gstatr] fsl 2719 ¢
HEAFI 27 19] AAEF] BAE AN
TFEAAE olE B7]-3719 ghe o] &3t
A= (Table 10>°ﬂ A AT
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t-value
20.26
0.91

Model (3)
Included
Included
Included
18.67"**

0.0760
8,039

DEP = LnFeeperHour

3.724™*

Coefficient
0.010

t-value
3.96
3.46

Model (2)
Included
Included
Included
536.64***

0.7606
8,039

DEP = LnHour

Coefficient
0.863***
0.041***

Lin Jin - Seung Uk Choi

t-value
18.46
3.54

Included
Included
Included
8.039
oA ¥ ~H Y (firm-level clustered) #olth.

313.16***
0.7332

(Table 10) &7|9] ZALES, Al
Model (1)
DEP = LnFee

4.618™"
0.049***

Coefficient
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Independent
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Controls
Year
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