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o= 98] BAFTE | F ki Beich 53 AR - AED - AEHQ004)S F71F
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=5 12 7199 ARl thalk g 0] EOIA| 2 & Carey and Simnett(2006)2} Lennox et

al.2014)°l met n 719 FAAke] AAR T FH(SIZE)S FAETE v (2021)0] w2
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LnAF(LnAH),;/= o+ B1 EBCii+ B2 EBCii X AC Characteristics;,+ B3 AC_Characteristics;,

+ B4 BIG4;+ 5 SIZE;+ Bs INVREC;,+ 87 LEV;;+ BsCURR;;+ B9 LOSS;,
+ B1o GRW, + 311 LAGROA;+ B12 OCF;+ 8153 FOR,+ ZYEAR+ ¢; 21(3)

o] 714, A 3] <] 5/‘3 W4 (4AC Characteristics)= =2 2t}
A

AC ARlE S ARG 72 1, aRA e 0
LnAC SIZE =AY o] AR g
ACEXP _ S ARARAPE EPE BANL8E 1, 284 go o
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549 5 2-8F EBCXAC Characteristics®th. 91714 A3 SAL A9 3]
AR o {9} ZIA9le] R E ARAJ o R o] 2 AR uebA] [7Hd 2113 71
2-2]9)l We} EBCX AC, EBCX LnAC SIZE, 718)3L EBC X ACEXPS] A% 3.7} ol ah S(—)e]
= 7 o7 At BT AR S B ZARAIRE ZEe] ok(+)9] dEAg e A S
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o = 2013 5E 20219747 S=2A g & F7EAA | AdE 71y =
Zate 7|GAEE TR o2 AR AgA BASA A8, 7S
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41

2
AL BT 22 2 AR
7F A7, 283 71e A E A EE Fn-Guide2t TS20000 4 F&3kt). 3l 7419193 &
A7 #EE A5 F5EEDY) AAFAA 2S(DART)NA 24 4% (Hand ollectlng):d‘?]-
olo)7]F AGA B wtd & e 7199 A5 A7) div] 8719 Wk H4 gd
oY B & e RE AHgstng AP’*E:MM] A oNldx o4 AR} 1909 Hit F9
ol FAIE 719E e R gt g F 713 o] Jgeld Amrt wEEA 42 V9S
4 e gt o3 R F= Wo of wzt AFE 79 -A=E FEE 52787tk

() 129 & AsbEcle g Fgdd &3/ &+ 71

] 719 5

R4 = =
(2) AFFE DA A AL 93] S-S 1 hse
(3) Fn—Guide$} TS2000°14] 73 , AAAIZE B A AR AARE FEE T
de 71495

4) Aol efef ol7IE 49 Hde A ¢ gl 714,

AFEA0) AR el U 1&EARE el <E 1>o] ANDT o] A5y s
o Al FRAL gl vAE G ADE) Ao 15 904 ] 22

Variable N Mean Std Min Q1 Median Q3 Max
LnAF 5278  18.785  0.940 14914 18133  18.644 19.296  22.851
LnAH 5,278 7.516 0.892 1.386 6.913 7.359 8.002 11.364

Feeperhour 5,278 2.522 0.254 1.737 2.398 2.522 2.632 14.251
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CE 1> 7I88A% AHS)

Variable N Mean Std Min Q1 Median Q3 Max
EBC 5,278 0.194 0.395 0.000 0.000 0.000 0.000 1.000
AC 5,278 0.403 0.491 0.000 0.000 0.000 1.000 1.000
LnAC SIZE 5,278 0.494 0.550 0.000 0.000 0.000 1.099 1.792
ACEXP 5,278 0.606 0.489 0.000 0.000 1.000 1.000 1.000
BIG4 5,278 0.612 0.487 0.000 0.000 1.000 1.000 1.000
SIZE 5,278 26.920 1.470 24199 25915  26.673  27.662  31.220
INVREC 5,278 0.228 0.152 0.000 0.113 0.220 0.329 0.624
LEV 5,278 0.397 0.213 0.014 0.220 0.398 0.550 0.936
CURR 5,278  294.540 628226 12.250  89.710 141.685 249.160 5089.970
LOSS 5,278 0.247 0.431 0.000 0.000 0.000 0.000 1.000
GRW 5,278 0.046 0310 —0.795 —0.069 0.015 0.109 1.955
LAGROA 5,278 0.016 0.081  —0.364  0.001 0.023 0.051 0.234
OCF 5,278 0.049 0.070 —0.170  0.008 0.045 0.089 0.247
FOR 5,278 10.016 12.318 0.000 1.620 4.950 13.780  57.950

F1) Hge] e
LnAF =2/ B0 AAAR T 3k 5 LnAH=2AMAZEe] AAAZ T 3 ; Feeperhour=A % AATE S
APELA/ZIARARY) 5 EBC=0]7]5% 4 9AF BAdo]l EAlshE 1, obH™ 0 ; AC=7AH9 3] & A X
7192 1, ARA 2 0 ; LnAC SIZE=AM919) 7o) ARIZ T 84X ACEXP =3/ A5 27}
7b 23 A3 = 1, 28R oW 0 ; BIGI=EZARIONH 1, ofU™ 0 ; SIZE=7]T F4}
kel AAdm F INVREC= (A AR+ w2 A)/ AR LEV="5-AH] &30 & H/A 1S
%) ; CURR=FE 854 | LoSS=E4ds Hagh 7I]jeld 1, oW 05 GRW="ZN3%
E(ES7HY/ A7 ED) § LAGROA=71EAFE | OCF=8 9855 5/F 4t FOR=4
AFAA A 24

A o

W

A7, TEAFE A B AR F(LndF) ¢ A TN LndH) 9 B (T 5)< 22 18.78
(18.644), 7.516(7.359)2.2 Yepdth S-S o]7|E AgA BAdo] EAlste 7192 H
Ao 19%E Jehdth A9 93]S A8 719UC0)S AAFRY 40%E A3t 1 9
o] BAFE] 75 BIG4 AARI(BIGH S NS 7192 AAZES] 61%= YepH, 717t
R(SIZE)S) BT 95 27 269207 26.6730| T A mApAkE} ujEA A o] FINVREC) S
BA oz FALE 22.8%F AHA| B, FAWHE(LEV)-S 39.7%, &1 & (CURR)E 294.540 2.
2 Yehdtl ®3 48 B0 7AL0SS) S AAEEL] 24%E A5, FEVHS vE
N FGEGRW)S W 4.6%2 Aoz Jehdtl A7) FA 0| E(LAGROA)S BT 1.6%
FHEFEEs TANCE Ui (OCF)E Hit 4.9%, =524 A& (FOR) 10.016.2



0|27|& AGA 20| ZAtEs H ZAM[ZI0| D|xl= &g 69

2 ATd= ASEY AQ)E ASsH7] Hste] #HAaA<5H(Ordinary Least Square) W -2 ALE-
gtk oheo <#F 2> 7K 1-113 [7HE 1-2], 28] 3 7 1-3]0] tigh Zzte] 3 EA
Azolt}

CE 2> O|YUY|E ZEXAt 2H9 EM7t ZAtE S I ZIARA[ZHO) O|X|= FEF
Dep Var. LnAF LnAH Feeperhour
Variable 8 (t-value) 8 (t-value) 8 (t-value)
Intercept 7.019 45.18™ | —4.552 —31.44" 4718 64.47"
EBC 0.013 0.81 0.044 3.03™" | —0.020 —2.73™"
BIG4 0.255 17717 0.310 23.117" | —0.088 —12.94™
SIZE 0.444 75327 0.450 81.83"" | —0.081 —29.24™
INVREC 0.122 2.65™ 0.119 278" | —0.025 —1.13
LEV 0.273 7307 0.120 343" | —0.007 —0.38
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OCF —0.086 —0.86 —0.190 —2.06™ 0.083 1.78
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[Panel Al ZHAIRI&I5le| MX| 0§ 2(AC)7t 0|ed7|& ZAHR}L HAtnl ZhAE S 3 ZEAALZHl| o|x|= Hst
Dep Var. LnAF LnAH
Variable 8 (t—value) 8 (t—value)
Intercept 7.179 43217 —4.437 —28.65™"
EBC 0.009 0.47 0.048 2,757
EBCXAC 0.018 0.54 —0.009 —0.28
AC 0.038 2.39" 0.030 2.01"
BIG4 0.252 17.48" 0.308 22.92
SIZE 0.438 68.58"" 0.445 74.80"
INVREC 0.117 2.53*f 0.115 2,67
LEV 0.277 7.40" 0.122 3.51°
CURR 0.000 —7427 0.000 —9.56""
LOSS 0.109 6.56"" 0.104 6.76"
GRW —0.029 —1.46 —0.024 —1.26
LAGROA —1.181 —13.13" —0.710 —8.46*
OCF —0.084 —0.84 —0.191 —2.06"
FOR 0.007 11.23™ 0.003 5.90"
Year Fixed Effect Included Included
F—value 894.3™ 936.94™
Adj R? 0.7805 0.7883
N 5,278 5,278

[Panel B] ZALRI 3|2 T2 (LnAC_SIZE)7} Ol47| & AGAL HA

P ZAE = 3

ZATAIZbol 0| X i3k

Dep Var. LnAF LnAH
Variable 8 (t—value) 8 (t—value)
Intercept 7.173 4332 —4.432 —28.71"
EBC 0.023 1.15 0.055 2.98"
EBC X LnAC SIZE —0.023 —0.75 —0.025 —0.90
LnAC SIZE 0.038 270 0.031 234
BIG4 0.252 17.52"" 0.308 2294
SIZE 0.438 68.83" 0.445 75.00"
INVREC 0.115 2.49™ 0.114 265"
LEV 0.277 7407 0.123 3.517
CURR 0.000 —731"" 0.000 —9.49™"
LOSS 0.109 6.56" 0.104 6.76""
GRW —0.029 —1.44 —0.023 —1.24
LAGROA —1.179 —13.10™ —0.708 —8.44™
OCF —0.086 —0.86 —0.191 —2.07"
FOR 0.007 11.12° 0.003 5.80""
Year Fixed Effect lncludt_ad Includ_ed
F—value 894.11°"" 937.2"™
Adj R’ 0.7804 0.7884
N 5,278 5,278
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[Panel Cl ZAtel#al2] S|A L MFHZIF 22t OIFACEXP)7E OIA7|E AL 2ozt ZALES 8

Dep Var. LnAF LnAH
Variable 8 (t—value) 8 (t—value)
Intercept 7.061 44,68 —4.541 —30.82""
EBC 0.027 1.18 0.042 2.00"
EBC X ACEXP —0.024 —0.76 0.005 0.17
ACEXP 0.026 1.73" 0.004 0.28
BIG4 0.253 17.53™ 0.309 23.027
SIZE 0.442 73.01° 0.449 79.58"
INVREC 0.116 2.52™ 0.118 2.74™
LEV 0.274 7327 0.120 3437
CURR 0.000 7337 0.000 —9.58™"
LOSS 0.109 6.56"" 0.105 6.78"""
GRW —0.030 —1.50 —0.024 —1.30
LAGROA —1.180 —13.10™ —0.712 —8.48™
OCF —0.085 —0.86 —0.190 —2.05"
FOR 0.007 11.25™ 0.003 596"
Year Fixed Effect Included Included
F—value 893.16™" 936.01""
Adj R’ 0.7802 0.7882
N 5,278 5,278
F1) W] Aol

LnAF=Z3A R0 AA R gL LndH=3A A28 A= 3L, EBC=0]2)7|& AYAL HAbo]
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A ol AART Fh; ACEXP=3AY AFAE/7F £38E ZA¥slE 1, 284 ¢ow o;
BIG4=tZAI0™A 1, ofU™ 0 ; SIZE=71% SRt o] AAA 2T 3k ; INVREC=(A LA+
S @Y FEAY ; LEV=38] &(FANFY/Aed) | CURR=F-FAYF85A] ; LOSS=¢4 S
Bz 71deld 1, oUW 0 ; GRW="iZ A E@NEZ7IN/ A7 vlE ) ; LAGROA=7]1ZAHA
FIE ; OCF=9QEA I E/ZA ; FOR=YTJAFAAR} A 2§ ; SYEAR=VE 2 JH; e =
Zkz}at,
F2) e, kw2 42F 1%, 5%, 10% FolA f2 4ot
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CH 4> ZARIE2I9 §40] 0|97|& ZAFAL 241 ZAtE e & ZAAZH| O]X|= HE
[Panel Al ZtAIRIRIS]2] M| O{FR(AC)7t 0|7 |& BYAL 2AM} ZhAtE s 2 ZIARA|ZHo| o|X|= HE
Dep Var. LnAF LnAH
Variable 8 (t—value) I (t—value)
Intercept 12.447 94.95™" 0.788 6.24™"
EBC 0.123 297 0.080 1.96"
EBCXAC —0.161 —2.64"" —0.141 —2.39"
AC 0.192 12.38"" 0.183 12.26™
BIG4 0.368 243177 0.416 2854
SIZE 0.257 48.85"" 0.263 51.94™
INVREC —0.305 —6.31" —0.286 —6.15""
LEV 0.664 16.88"" 0.508 13417
CURR 0.000 -7.97" 0.000 —9.33™
LOSS 0.014 0.77 0.005 032
GRW —0.324 —16.7"" —0.325 —17.41™"
LAGROA —0.893 —9.03" —0.460 —4.837"
OCF —0.015 —0.14 —0.169 —1.65
FOR 0.014 21.97 0.011 18.06™"
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CH 4> ZARIRE9 40| 0|27|E 2GR 24 ZAtE e B ZEAMAZI] O[X|= F& (HS)
Dep Var. LnAF LnAH
Variable B ‘ (t—value) B ‘ (t—value)
Year Fixed Effect lncludt_ad Included
F—value 697.12" 646.04""
Adj R’ 0.7185 0.7028
N 6,002 6,002
[Panel B] ZAMRI @132 H2(LnAC SIZE)7E 027 | = ZH R HAID}L ZEAE S 2 ZEARA| ZHol| o] x|= P&
Dep Var. LnAF LnAH
Variable B (t—value) B (t—value)
Intercept 12.441 94.94™" 0.790 626"
EBC 0.156 3.52° 0.113 2.64™
EBC X LnAC SIZE —0.191 —3.56"" —0.174 —337"
LnAC SIZE 0.172 1234 0.167 1248
BIG4 0.370 24.48" 0.418 28.69"
SIZE 0.257 48.84™ 0.262 51.88"
INVREC —0.312 —6.45™" —0.293 63"
LEV 0.666 16.95™" 0.510 13.49™
CURR 0.000 —-7.61"" 0.000 —9.16™"
LOSS 0.013 0.76 0.005 0.31
GRW —0.325 —16.74"" —0.326 —17.437
LAGROA —0.894 —9.04™ —0.461 —4.84™
OCF —0.012 —0.11 —0.166 —1.62
FOR 0.014 21.6™ 0.011 17.68°
Year Fixed Effect lncluded Included
F—value 697.1° 646.94™
Adj R’ 0.7185 0.7031
N 6,002 6,002

1) W42 g9
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The Effect of Earnings-based Compensation
on Audit Fee and Audit Hour

: Focusing on the Role of Audit Committee

Sung Ook Park® - Seo Hyun Kim"*

<Abstract>

Since managers can conduct management activities for their own interests rather than to maximize
corporate value, shareholders implement controls such as performance evaluation and compensation
to reduce managers’ goal —inconsistent behavior. However, earnings—based compensation granted to
these managers can also provide an incentive to act for the manager’s private interests. As a result,
it can appear as a material misstatement of the financial statements, and in terms of audit, it can
affect the control environment and increase the control risk. In the end, there is a possibility that
audit fees and audit hours will increase because external auditors must invest a lot of audit efforts
due to increased audit risk when signing an audit contract. Based on this, this study focuses on
the granting of earnings—based compensation to managers who are primarily responsible for preparing
financial statements, and studies whether the characteristics of the audit committee affect the
relationship between earnings—based compensation, audit fees, and audit hours for companies listed
on the stock market from 2013 to 2021.

According to the empirical analysis results of this study, only audit hours increase for companies
with a managers’ earnings—based compensation. This is because granting earnings—based compensation
to managers affects the control environment, and the audit effort increases relatively as the risk of
material misstatement of the financial statements due to this control risk increases. In addition, companies
with managers’ earnings—based compensation appear to have a lower audit fees per audit hours.
This is because auditors invest relatively more audit hours than audit fees to reach a high level
of confidence. However, the analysis of the relation between the earnings—based compensation and
audit fees and audit hours is not affected by the characteristics of the audit committee, which is
divided into whether the audit committee is established, the size of the audit committee, and whether
the audit committee includes accounting or financial experts. However, the results of an additional
analysis by extending the sample period to 2022 show that companies with managers’ earnings—based
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compensation increases both audit fees and audit hours, and this relationship appears to be alleviated
by the characteristics of the audit committee.

Since stock prices can be influenced by common factors in the market rather than the efforts of
managers, there may be noise in performance evaluation in the case of stock—based compensation.
In contrast, this study is significant in that it analyzes the effects of the manager’s earnings—based
compensation based on external auditors’ evaluation of earnings—based compensation granted to

managers.

<Key words> Earnings—based compensation, Audit Fee, Audit Hour, Audit Committee
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