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[Abstract]

The Korea Stewardship Code ‘Principles on the Fiduciary Responsibilities of Institutional Investors’
was introduced in 2016 and the National Pension Service adopted it in 2018. the National Pension
Service casted ‘dessent’ vote on the agenda which is able to reduce the ownership interest of
shareholder in general meeting.

This paper examines whether ‘dissent’ voting affected on the ownership interest of shareholder or
not. The ‘dissent’ vote on the agenda are related to revision artical of corperation, appointment or
compensation of director and auditor, approval of financial statements ect. The proxies of earnings
management is discretionary accruals calculated by modified Jones model. The control variablies are
size of assets, liabilities per assets, returns on assets.

The results of this study are as followings.

First, the ‘dissent’ voting on the agenda are related to revision artical of corperation, M&A, approval
of financial statements ect. are not significant because their sample size is too small,

Second, the ‘dissent’ voting on appointment of director and auditor affected on reduction of
discretionary accruals. So the National Pension Service activism shall affect on increasing the ownership
interest of shareholder.

Third, the ‘dissent’ voting on compensation of director and auditor is not affected on reduction of
discretionary accruals. This results show that ‘unconditional dissent voting’ on the agenda in general

meeting is not to reduce the ownership interest of shareholder.
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I. Introduction
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II. Advance Research & Hypothesis

1. Stewardship Code
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2. Institutional Monitoring
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3. Earnings Management & ESG
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4. Governance & Earnings Management
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III. Research Model & Results

1. Sampling
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Table 1. National Pension Service’ Activism in 2018
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IV. Empirical Testing & Results

1. Discriptive Statistics

=AF0] AROEA FES 201849 =5t A=
ARl 234 JALE A3 o] dAFols TEAP|Yo]
Z239]00 A7t R o ool tish =izl iy
FRE BARRE 719 943709] Hlo]ElE ARSIt Table 2
ol BH, 719 J BRI AtAQl o] 2y THsAde &
& e AFEAADA) 2 -0.0140]ct. ALY
HDA)Q] FLl4t -0.0118 AFExo] FAS Holrh
A|ax]et F[iA]9] 7F52 1.005 o EE=th

A 7| AR (SIZE) Fato] 20.7990]1 ¢
S 204572 Fatx|et Z AO|E WolA| et} FAMT
O]9l &(ROA) = Ho] 0.0370]1L H5Y4E= 0.0312 Ha
Ao} v]%sich. FAHE]&{LEV) = F4to] 0.3590]1 &9
S 0.3612 FatA]o] sl AUk

Table 2. Discriptive Statistics

Var. N Mean | Median Std Min Max
DA 943 | -0.014 | -0.011 | 0.092 | -0.480 | 1.399
| DA | 943 | 0.012 | 0.010 | 0.079 | 0.480 | 1.399
SIZE 943 | 20799 | 20.457 | 1.405 | 18.389 | 26.160
ROA 943 | 0.037 | 0.031 | 0.095 | -0.308 | 2.054
LEV 943 | 0.359 | 0.361 | 0.202 | 0.002 | 1.071

£ A70] AHST ALZE BAS] B, WAS] A
A Table 3 o 2tk AT 242 B ool 5]
BADAG} 7T R(SIZEN: HUTAE T visl FA)
3F OlIBROA)T BANIR(LEV)S FTIAL £/ U
Epct,

Table 3. Correlation Matrix(Pearson)

Var. DA | | DA | SIZE ROA LEV
DA 1 897xxx | -047 | TAT*xx - 149%xx
| DA | 1 -.051 725%xx* - 137xx*x
SIZE 1 -.038 .255%*x*
ROA 1 -.228xx**
LEV 1

=xx xx represent significance at, 1,5% levels, respectively

2. Implication

2.1 ‘Dissent’ voting & Earnings Management

R0l AR0IEA FEF A5t 2018 2AA =
ofl = ALIo] AP 5558 Q1 1) ool il v
e A] QAte BAJSH 7|9L 3727 YAolch =
Udso] BithEEet 7|YES tidez SPAF ojdl 2
(2016, 2017)x} o]& 214(2019, 2020)9] A|EAIRE o]&
sfo] feabiene] Aol BAjgh Akt Table 42} ek
Table 404 B 2% o] HAI47F -0.0470] 4L t3fo] -
0.21170]c}, Tapa] T £AP|Q9] Q7o) cha) 2eigtZo]
SR RE o) Mt Fo| AjRey Bol Aolst 9l
CHe APAS 5% QOJ4Z0lA SART k. EAHS
SO SAHo] 9} E(ROA)RTO] AFfd dollo]] Fd= U]
R 7|dRL HAj]ee I%A] ok & .

2282 AT 59 SAIE Hole ZleR Hot
e FNAF 59| JpEARrE0] W ERUS 3
Afelol] @t wpA e e uigti o]ojS 2T =10l

B0t ¥ 4 ot

Table 4. DA of the post & ant.(voting all)

Var. Adj-B t-value VIF Adj-R? F-value
IF_NO | -0.047 | -0.2117== | 1.038

SIZE | -0.024 -1.059 1.072

ROA 0.744 | 32.919*xx | 1.093 0.560 | 300.535
LEV 1.188 0.235 1.129

*x% *k * represent significance at, 1, 5 and 10% levels,
respectively
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Table 5. DA of the post & ant.

Var. Adj-B t-value VIF | Adj-R? | F-value
EX_NO | -0.012 -0.218 1.025

SIZE -0.057 -1.948+ 1.101

ROA 0.798 | 27.976*** | 1.031 0.630 | 200.535
LEV 0.062 2.066* 1.131

kkk kK ok
' T

represent significance at, 1, 5 and 10% levels,
respectively

2.3 Appointment Dissent & Earnings Management

oA} B AR} AdQdeto] dish YHhE®(AU_NO)7E 9l
il 20184 o]_?_ 2E710] M2FA dhaiolo] 1 o] 24
tof vlsl 25 £01=Uthe Table 604 B o 4 9l
Ur. A4 EKWOIO‘E(ROA)‘?JOI ojolxgol 4o @
2 ORI o2 ey,
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Table 6. DA of the post & ant.(Appointment Dissent)

Var. Adj-B t-value VIF Adj-R? F-value
AU_NO | -0.063 -1.767+ 1.035

SIZE 0.002 0.012 1.092

ROA 0.648 | 16.858*xx | 1178 0.424 86.446

LEV -0.001 -0.038 1.231

*xxx *x x represent significance at, 1, 5 and 10% levels,
respectively

2.4 Approval Dissent & Earnings Management

2l Fo] AEojEAl FE wlsty 2018 mEAL
71g0l tsl ofAF B AF Bt dieh YhER
(IDA_NO)E Aeet o] 2:7H2019, 2000)9] ~HZHd~8
oo 3 o[7(2016. 2017)2} 5% -GLFAA o]} 9}
th. Table 7 oA g]H{ASO] B27} J(+)Q Zlo= Hot
2Rl ol L AL BAEE Folsher] ket
o3 gRle| Kol ofolzol TS Lol & 4

olq_

b4

Table 7. DA of the post & ant.(Approval Dissent)

Var. Adj-B t-value VIF Adj-R? F-value
IDA_NO |0.089 2.543*x 1.007
SIZE 0.012 0.319 1.079
ROA 0.647 | 17.204%xx [1.163 | 0424 8758900
LEV -0.005 |-0.130 1.234

*xx% ** * represent significance at, 1, 5 and 10% levels,

respectively

V. Conclusions
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