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Abstract

We provide evidence on the unintended consequences of recent governance reféedsrthat

to tap into a pool of older director candidates. We find that the boards of large U.S. corporations
have become increasingly oldever the period of 1998 to 2@. Older independent directors
(OIDs) are associated with monitoring deficiencies and advisory benefits. Specifically, OIDs miss
more board meetings and are less likely to lead or serve on major committees. Firms with more
OIDs exhibit more symptoms of po board oversight. Greater OID representation is also
associated with lower firm performance. This relation is mitigated and sometimes reversed when
firms have greater advisory needs or OIDs have specialized experience. Finally, investors react
negativelyto firms appointing OIDs or raising mandatory director retirement ages.
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1. Introduction

The past two decades witnessed drastic chang
corporatimajsoarPeovweartaelagoe ref or ms2 0aBAr b-@ykeidyat i on
Act ,20t0N3¥¢SE/ Nasdaqg | i st iamgdhzt B0 drdrradnska cAlcaamdpe, r i s e
sharehol deremltatitve dimn heap ea d e h sefa adidmeqcut oasdand m
more accountabl e.esHolwewegal ddneas ethlejepdoegs isbnd i ti es
|l bal it hdepehdewhiuwdrd etcth @tr §nc e ntsiemd so ro &£ xoa Loir vast es
to serve ontllhat¢teddear dodouscielidp $ ynorperce s sur euatla ffi iend
independefi r disr e orceol eyshsei nnpgologie moé c t o r.2 Asa nad itrdessst welst
boards of U.S. publ incotcaobrigymmr aitn omexdamip eyibeego.meF o
period of 1998 tof 20didepéhdemeddianeagers at | arg
and the percentage of firms with a nneagdaryibtlye do f
f mo %6t o AssDi%r. ect er d anmgoeradntgent i on from vaenoimesi nt e
t hceor porateagenwartnamnceédanpmnaed aati ttioc aulnldyer st and t
boar dr o olm waghodnlsyj .e avtei v eavtees twihget hedi r sdgiee ndehat ed
to theirfudthillitatnhdewhr bdandrecom adgehfeafifeenss boia
decinga koimmg s harehol der value creation.

The issues related to director age are nuancec
independent directors ecaau she ofaltuhadilre harssaed se xt pe

Specifimakhkhye ateywmul ated a wealth of business ¢

over the course of |l ong careers. As a resault, th
and challenges faced by firms and | everage theil
team on i mportant strategic decisions. I nn fact,
1According utartSpearley &bhout 1/ 3 of active CEOs in S&P
2017, compared to about 50% ten years earlier, and t|
CEOs, board chairs, presideoatsne@€ODsomaatl%vine2603ar do
2Thi s ¢efcst ed 'irechaunitmsehdoabl der driorre cetxtargeelr € e Nt @agley o f
appoiimdegpendewhorasre at | east 65 iynearB980 % (iboawsledde d f |
on t he amwatlhycsriss of . BheaRd rbdydt deitrimmse)ment hage afl gt thieregnct o
h

i gghewi t h PRO®oarfp ahd& e st 7&ettotriomgpchere,d ¢ 0o o ISpehk%ri Bt2AGAO"
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decision to keep ol depl @j réemmoursi oyn Bamcadrsp For?2
retirement age fronfthe poem@8tusaylagsi of faatede
valuable knowledge ansg hinsti ghy, abpeart a’t iheen Z0@Ead nly
anmil ar desire to retain key board talent persuac
age from 73 to 75 and?®Gaol dhdnt Baochsbfrcamsé2otde?7
have retireti meomobhgistshé&ylmkear olmestirai ned and ha\
meet their outside directorship duties.

On the other hand, thelrdermeetoeascas honsespéc
and firm performance. As pesospitengteh ahdemenbalk he

d e ¢ | Hon, €1968), Fair (1994, 2004), Salthouse (2000), Schroeder and Salthouse (2004), Korniotis

andKumar (2011)). Aging can also adversely affect
intel(Lgerdenberger and Baltes (1994), Baltes anf¢
have several potential consequences for moauyt si de

|l ack the vigor and concenfasat odmttelsants denve | o@ame RN d

evaluate and advi £ ptelcé athdryageme ntmetseafm, cri si s,

on dimeaeteqr £nergy and attention. Since older i ni
i ntteigm@ new information (Spani ol and Bayen (2005
with the | atest industrial advances or recogni zi
whi &tcer u € ofailslmohg@r m s uccteisosn, |loml daed’didi rectors hav
opportunities as they approach nor mal retiremen
directorships may be insufficient to offset t h o

reputian itome di r e clther elfaolrcer, mdrdkeat .di rectors may h
enjoy the quiet |life or seek to maximize curren
expending much incrementalThe$éoratcti and hean dnd

effectiveness.

S http://articl es.-©HKiOcdabgsdthriDedstr ted .i caegn@eBA @410 1- retir el
a gleo amedmb-enir ddl-bbaedd
‘http:// www. wsj.com/articles/ SB1000142405274870390540
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Sharehol ders have expressed significant concer
t wo prominent activist i nvestor s, Rel ati onal [
Retir emenoge3yhsetremM,auunched a proxy contest at Occ
Occident al waived -agse make md o¥Irn wioa redmy FE€oQ 185 ,s . Co
Company announced the retirement of 79wy elao g toil d
anRleter V. 70eb@hri et mpdveprceasnseuraens from shassebdl der
its revenuedMprrewtrhe ciednvtg Byg, 8 dohfe i n d e pveasd esrot ad inrag otr
flash poi-pt of nl eth sTchhenrdaarticesh,u nac tn opw i vtaetsetliyn gh ecl odmpbal 1
wher eneta(lmee dage)of i ndependen(t?ddnid e7cOt% rosf wahse no vweerr

65 yedrs ol d

To shed | ight on the potentialtoostswanfli bethef|
t he -steirniees evol-wuddtoinomanld waroisesti on in boardroom
presence of old independent directors is relate

performancei nWepeafdieme “odimdreactird e rcadrdyt i di rhec toa
is at |l east 65 years old. Alternatively, we use
the extent of boardroomObaDijadsg,t hivee nfcroaficsttarl d c ti nal ey
directors wheos caladew €rl rDast. i WM me a s uorieevse rdaugcebacgeeqa r t h e
because t hecya pdtohfrarcee tj wE nlolyddeerp endeaoah d'sf bo¥eo ds
focus on i ndepemadosmret tdieryecatroer sgebneer al ly tasked
responsibilities.

In a sample of S&P 1502 0flidr, msweo Werc utmea tp ar iped s

of corporate boards. The median di r8ecttoor6 4a gen i2n0c
The percentage of independent directors who are
in 2014. These changes are not caused by changir
Shttp://www. wsj.com/articles/ SB1000142412788732355100
Shttp:// www. ws jc.ocooant] Barr étd-ocd tassrHetbvaor edn o v1a4 2 o8 154 9

"Seret t p:// fortune. chwmkl2dddbd oDl il@ enfh eTthetosnds direct or s
the scandal broke. I nformation on the ages of these d
age, the i nde®telpaecnkd eorft pceirrte cnteonrts ex per i encre manj arh ec dn cod re
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http://www.wsj.com/articles/SB10001424127887323551004578441192135940694
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and new entrants ®sbowhei BI&Pal500arddagesg trend:
each of-Freechama&suirnduwstorur sample period.

We next evaluate individual director perfor mal
records and maj or iblialridt iceosmmb ¢ tt vessye rmmrde erlpsboatrso rasn.d Ayt
boamaleti ngs and serving on key committees are i

directortsdatbeé ai mf aopmasi openbbubnaahdr minanci al ¢

n t hse gfoiviemm nance. Controlling for a battery of ¢

year, and industry fixed effects, we afnidndrteh dte sC

i kely to serve ianspoa tnaenntb ebro aorrd cchoanimri totfees. These
either | ess able or have weaker incentives to f
proposition that OIDs contribute to better corpo

We then pr odcnee da tnou nebxeam o f maj or corporate pol

(7))

peak more directly to whether the presence of

body of evidence consistently pointing aso tnhoeni
percentage of Ol Ds on corporate boards rises, e
rel ati onshi p i sbansoetd dcroinvpeenn sbayt i eoqnui thyut by t he e

greater presence of IO$dDsawnocioapedawiet bolaodesr i i

measur ed ei t he-adjbwstmar fab moarnncael accrual s or by
mi srepresentation. Firms with more Ol Ds also dis
poore@gui @aicti ons generating | ower sharehol der ret
especially when they have more excess cash on t

associated with a sigpeficamidfiowd tyevesiuGEOst ungo
more | enient or | ess responsive in disciplining
We next assess the impact of OIDs on firm pertf
either by return 'snQaskeeast § ROApwer Wobbhnfirms h
of OI Ds on their boards. These results, combi nec

decisions, support the proposition that Od Ds suf



effectiveness of management oversight.

Endogeneity is a key consY3npdeecriaftiicoanl loyf, otuhre epnpeis
corporate boards may be influenced by the potent
can haviempdicrtescton t hesaaadr gomrat epedd oirsnamnit e . For €

that firms appoi ©Of iDhsagv eorp orcert ad anri ma@r anMoer egover nanc
could be run by CEOs intent onigomwmi rbgp aprdi wa/te
These firm and manageri al attributes could be r e
observe.

We use a number of approaches to adfilreed ehkteet
wher ever taopprloind a-toll e droira pteicnifefi iren unobservable fact
with both the presence of Ol Ds and our corpor .
instrument al variable regression a@lpbacts avhkr er
board with a measure capturing tshehepaodaguwaritadr ss usp
find that- avVél ovesudlitran cont i-atuaeg et ol ehaosltd sugnudaerre s
framewor k.

Third, weggelxgdlhmyiotk &bom afridr msomposi ti on. The NYSE
new | isting standards i n 20600 Ifeoyl [Acowi S OXhHe pvahs s
|l i sted firms to have a majority ofi rimsdepheantdewetr ed
compliant with the new rule experienced a signif
tRe0 @2 P=®ri od than compliant firms. A major reaso

hire more OlDassagéowinghehaesw nomlce.mpUsiamgeasteEt

i nstrument for the change in the OID percentag
noncompliant firms increase Ol Ds on their boards
Lastly, we conduct OtDoappenntsmeantdi aspnoaneement
announcements of company policy changes that ir
directors. We find that sharehol ders react negat

Ol Dpapnt ment s, t he -davye rangreo-pagncde omgendtivamu |33t i ve abn



(CAR) -Oaft87%0 .anld7 %, both significantly different
retirement policy chdamage €AR: @2 %6aBabd’, a nobdo tnhe dsii agm i 3f
di fferent from zero.

I n ousetfi malal ysi s,saet eapalorearciratsisons in the
firm perafnplomase&peci fically, we find that the ne;q
per famcm i s more pronounced when Ol Ds hold mul tirg
t hbtusy'reexsasc er bates the monjatneddit sngndehbscbséeray wft

t hat on average Ol Ds sittable oamnduwah iighyé ea nbdo ecrochs

better corporate governance. We also find that
sampl e, for firms with high advisory needs, t he
| ongein canghiyf negative and in some cases, become

Ol Ds using their experience ange mreasnoaugrec erse ¢ d fr
board advice. Adldfpecbosmehaguoabweé f adeit $§ on, our 3
acqurierteur ns shows that the negative relation bet
who mavéehéeor acqui snaaxoprerdxmereisdinna lhet ty.r gedr O
have eitheerite/mpee,oft heexip effechegoant iaveequianed sroer
significantly positive.

To our bestthiksheiwsf edgée¢, paper to examine t.he boal
Our research representsthbkhecbbtst ancdmpeakénsisve
t heir ibnopaarcdt eofnf et i mepesfomamance. We identify a

characteristic that signifliabantilty itwoflfweérddcadd itroec

adi sory rol es. Many prior studies of corporate
variable in their analyses, and they generally
purpose. Al so, extant oeviagjenowen crortploe ae fef ematt cofm

and mi xedFahewat (2607) finds that the disre&@gtor ¢

in Section 2, prior evidence on direct

8As we discuss
I'SS (formerly | RRC or RiskMetrics) databe

wi dely wused
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whil e Fracassi and Tate (2012) find that such r e
and Sevilir (2012) find that director age i s pos
Fracassi and Tate (2012) and Khorana et al . (200C
while Ahn and Wal ker (ROl&Y) wddmdd iarne citnovre rassgee r e
corporate restructuring by spinoffs.

We differ from prior studies by constructing a
of ol der independent directors en eetpofater poans
and outcome variabl es. This mMaurmdompppt eaphcabl e
consequences of the growing phenomenon of boardr

over directoruemgabatend t sn cabrhck i ammowsg medtiiavi st s h

-

egul ator s, our findings on the costs and benef
effectiveness amanrfoivimdepeampomrmamdae,and ti mely pol
Foocommi es considering | ifting or rweaguwiirnmegnematnsd a
as tothewekburden of recruiting and retumi evhgderzep
should give 6hmml graluys,e whil e rreecfemrtmscoamdr ahe
sharehol der acti vdrmehs plreacvieal hydd ndegpredigd,ent direct
manageri al deci si onst B&ndc hfamiargra shmeref oarmaantcead an
consequence of shrialkiingdemhmenvkegtpd yé rod c tpidvi &8 nmha n a
has fli etdbsadpe e p at lopeo o | odfi roetcdtrodri, Wwhait @els ous hawal gans

undermine the vermrytaebjgeooteirnmeasn ctehatefoaormso seek t o

2. Sample Construction

Our initial thsea mpriev ernscel umfetsi t ums onal t BRarehol d
formerly &i s KRBGrtdacosd sneg -2 (hke4 1/0®OMBe oslampl e ipreri od
1998 bperciaaurs stoomel 998 ort ant direct orhairrefhortdddenigen as

number oflt mphed seats fsomaVeGEingr gnd StSh mml ¢ h

Firms in the 1SS database aPrel50uWrr rienndtexand past membe
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t COMPUSTaATTd CGCRSR basebt alann df isntaondckitee t emns e dual
firms where board mongi vienmsn glieegr apbirkebgate man:
ri ghwWwemsl semove observat idan sk ewintfh niamnccd nap | eotre gover
Whi lIneal §zing the | SSedaetralmass ev,e wea r dirnsf coorvmeartl i D 8
starting f Wbat yahtetr ReBs0e6i ussr ftrbaam 2 0 0tch e omedio®&n di r e
agrepby threeasge@aos t he, |BBbmno® 60t t7d iodhc maet . sael |
Weal sot it bfladr dwheat ersd t 2d @dBa t| aalttalemet Hi®dSat abase
is often diff'grpnoxyremat @me ritiyrpmwd a |hif yt dmdemdgiifnfge r
thr@aeWggemanual thechiécled or ageff opmsaorr anod o2n® Os6a nag
nodi scaneerrr.®her effoorr2e0, ® 14 per iioahdn dweeodt i leictl'i r ect or
age infiorhmeatliSoSh asae d baspetymes tfdtrement Wdhertcemed t he
| SS dat abase pdtihoeri-20 @62 @@, i thé tow gndAie® B gietbh e
| at erAlyle aorfs .isiugy laasadrdrssont ed di rect or age infor mat
We define anriecd édgledasbre nninndle p'd Od dnt idi medtshre i s
year Quol ¢ahoi cet wop nisa slerdi adssmtgnalhel frte@lreageney Foru

Rel ated (Stapésstiagieddgnteast olgewy Americans as t hos

Korniotis and Kuahar geh@hl) ddmdiiviedv enspsemrefnar manc e
starting from-7t2h € saege tdhresiwggf@ $gtuiddeg 1s)i igmi dd graintti e
ability for people ¥n that age group and above.
Figure 1 showsmet hter eonwde rfaol @1 DBce x p ew lnestrihthelerg ea go fn g
trend of boards is due to changing firm composi:t
firms that are andumébenthme®dh@BPskiDbos pWabthisweea Ive.
that both incumbent fir ms martd nmde w oevatr rdsngia Irféier2msb

further osvlreaws utrh stamipd e edi eeglbde s adafetthheeitri meni

appointments The akher dgar dmedi an) age of i ndepe
PQur results are robust to excluding firms with insic
Bl'n robustness analysis, we alternatively define OITL

insensitive to thins more restrictive definitio
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appointments increasedSimobpmabbyinFiL§aBetd SBoiws
newly appointedsi whepamdtermtt dieraeswtd rc6r5o uyre asrasmpd led p
rising from 10% iTlked89patpgedati matR@®1MBoard agi ng
simply due to diarffdodmgps s growing ol der

We <conduct sever al additional analysfesstp Wweaer
examine boardroom a®fiangl bp ddiduFEliagwrtelabdeverrage
Ol Ds o a ofaeredoff diarha&renchl2-industy sectorsdby yearWe f i nhd©OIlthh at t

per ceintcargeeaseseavbri hdmetrp.

Second, we exami he bedmdihaoombhe odiofmgnmaphar acter.i
including firm size, gr owt h, i nmastementandppol tat
Using the annual medi an of € & cilmstfwi or ns ucblsaardrapcl teesr |

exami bhe®atr ke adginn g atcrhe iBdi ¢p Bpaleptiesy e r a goee r @lefthcera g b
charachhesdadschgrcogReeagrar dl ¢ 3 € mafr acchleaddare i board aging
i s evindehhet subsampl es

Third, we estimate wiuHleb ipvearrdaihssa gteh gorfd e piendent
Table 2hpresgnesistbobnMmhewal bl y i ncl udYe aa wthii méen t r
is equal to 1 for l1@%&Md2 a&ond (999 iwmadfcedtobresr fion
Fanmfar eadmdusts yavipd afwprdnar actTdrei steisad tfsi remashgiest t
consudaerabl desalatnhdoduetri es a roel dees s, otduiadrtedesdft inieimtsh i n
whol easmad ef etdast ry ar ey oausnsgoecri? ébtodadr rdasé. td h fvi t mesrl ow
ROAR&Dandol athialviet yol denmcolbwfagtde . be consimaiemt wi
speci felcae whehsee yvilep r epl ace the time trenadndvari at
control for industry i ead meduetcrtys .cbldadsesd ¢ are fatft hi e
esti mdtigan amge, ROA, R&D, and vol aNei Iciatuyt i roenmdaihmat
anal ysi si dens clTraibd teiavdedds b h hat anded etvo dermawi de caus

Nexwec ompar e t he plkatswenan altderi badtandy odir@eetd o md e

2?We include industry fixed effects in our regression
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A d0able 3. Ohdriendltdreat at t headr,e imoirtei alli kaepl pyo itnot
and |l esdel akslittimmg CEO or selhey hrxledc umdrve da
havenger, taendudaess |-Dpekyd, to. bettappoinéertd @G@EOen
of fice. hatheoeysemdrseo o,@wnleerssshilpi kel y tombree bl ioké&hy!| de
a f ofrimempl oyekesbudi fferencescaalbent estmtet 8t 5 ma
PanelTaB3pefesent s summarnyanscjiaale,samad cse wthadkmag | feis
of our sampllle domtmsnuous variables are winsorize
the influeAkengsé$i det tilmesetl ygr r&agateal i ssue that
direct dro etgeenrulriccag d member s may accumul ate more e
t fei rms, but thenyt cenddeissde pe mamayetvdgitrrect or age
and t eodtpeorsd rirdev @t yids ol at e the effectseiotfher raerct
i ndependeésntt edntuhreec poerr cent age of i ndependent dir ec

t enaitrffdarenqpernddi ng on whether the analys$is is at ¢t}

3. Analysis of Board Meeting Attendance and Board Committee Service

In this sectiohevwe ¢ ewh e toliemidnadsespedsrsd eandt idv eley t
paritpiad e in the governance of f i.8mec i fwdccoanbphayryei b ut
the board meeting attendance records oft helider é
frequency omecos@swuimnggoic o mmiotrtt ieie®st eemalmmiatktieneg ¢ h a

positions.

3.1. Board Meeting Attendance
Board behavior is |l argely unobservable, but pu

a di'sedto@ar d meeting attendanceThecobedeinofhdiisc

B Dou, Sahgal, and Zhang (2015) find that independen
stronger monitorceregoahdomest eHugogeandn Gihlalpaerdy r(e2 0alt8i)c
bet ween board tenure and firm performance and governa
Y“Results are robwyetart ¢ un oy fa wii adt (ah8.015
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l'i mited to whether a director attended | ess thar
the board meeting at hieSiBha mthearsieaf br matdepantienom di

We estl matar apwadimbhbrkeithe deprancdcardt |, \warss7oddhdpeatl
to one if an independent disr eébootaardi anetad chagdmlde 2x T
zebpbherwise. The key explanatory Varai ablrecitoran
ol dwer contarbbhrgerarray ofidimrécnancatadir albdt geovend
aswel ldiasctor, y e ara,rFaraen @ B fiinxdeuds te §tf &(cd &r.d err or s
het er oscedsatsetdtcaapyu sctoensefvel adiluescteoti ng.

Thimedepeci ffioccautsieosn-doi nr eveittolri nvar isathieonsdeand fslcat
our wiMMaéycoeff iCliPeditc athornt hean be interpreted as
a dirsebtoard meeting attemdcanddvesbEddeavi @s havlhéd.n Giey
onlLly4% off idymact obs ear vatra maspl é gptoeod \ait,tiretnhdiann ¢ e
directoinvaoiatdi ne ebteehnagvaé nevrer e | i mi t ed, whi ch s
our finding any significant evidence.

Column (1) of Table 5 present sothidice@Insoinor
indicator i s paqgsistuigvgee sann chgsitchmitfiibciadneent dy r ot 8 e ¢
meeting attendancoweh erne ctohredys. acEcenoppaoroendg etfol vy, t he co
t hat the probability of an independent director
meet i h.p3e ricege p ceirntts ami g tiantd eopfe ntdheen t$ ddmerre cyt oourn gaegr
This effect is economically meé@aidé)al dgpireehot he
more than 25% iom &ionaeau rmeseatmpnl ges.

Fordt hdceteosrlot, s we obisedepedhidebtocar @E®cané ot her
firhmswywere bopgorrd Hsaewastrs equi lt ¢ vaarlvesy esrisghniipf i cantl y m
mi ss board mee-t enghbk s c bwet rfoibned ftfihrantrhsadts marthdaevres i n

hi ghefs T@bdi nl amger mboar dskely .to miss board meet

y |l arge mumebdrecafs dierceecstsdrt aftiexse t he use of t h
st to cwyearophingdfbrxeddebtegts throughout t

11



Given the i mport ancne cohfanb osamw df ome eotuitnsgi s @d sel iar e c
fi'smgover neasnuletdsi ¢ at erntdheapte nodl edsetriod bf t ci antuk6i |l |

t hdutamdont ri butbeo atrod weefafkeecrt i veness.

3.2. Board Committee Services

Anot her measure of a direct dro' sboaa dthrdsugtitedrso n
i nvol Myexmematj ammb ¢csa e®her ef ore, we investigate whe
bet ween ol der and younger independent directors
on maj or committees oalediste®mipam,smantotne rngaetribga ¢aendd
Toward thaatoerstr uaetatt woh enfeidaysrua cet€bneevse l@u n t vari abl
equal to the number of thieagi anmmmatrapdst hedot be
binary tywhaaegasl et o eccnteo @ tfc hak iadsis ma hoeor mmi it Alged evse n
fiye&i nntcheeudi t and ¢ omp eanrsea tgieonne rcadt nbnyii tshacoessi- ¢ € me d
consudnithigescreate two more vamemthd eshibmpsamd pah ai
on at | ehsseohwsotommi ttee

We regr dsoose xtph easveatr oap |l ¢ h@laDadnwht be conaroll in
numbedi roefct or and faisr nmaldihraeicatcbiyeasn ol ytyieas .fTiheed ef f
coef feisctiizamate er epof ted S$i)Tha2bhlVee f i nd t hat tOkDcoeffi
indicator i oliunfsdi)g nainfdi csaingniifau IcusB)t By,( naengda T(heeei n
results esnggestarmmvadd ,eot hey tthedwver al | number o
t hey tshHg omdimpes s Isiekevleyaotdo t hand compefibayi ane calms
| ess | ¢ kel ycotmany tt e e, me p e ciitrdtindey a1 idvhee and compen
commi.t meeesns of econ o imwecce fsfio eniifootc a@me e, 49Ywhi c h
repreasi@mtdecrease in the pofeoibtalbed i the obudiet ngr c
commi,whera ntcloendpt o lo@iad %i b your Taeknmptloeget her , t he
Tab3eaerconsi stelnderwiitndierpeeantdodrests sb elilinkded y c dadmd itrt e e

posiosenserehat henektgamasdive and compensation c¢ommi
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4. Older Independent Directors and Corporate Policies and Performance

Tehed mortehd iignptalxeitn wWdar d e fivelcditper etslesxeec it foi ¢
corporate deci si,onisndlnudciervg rtaH e kdkkeggsiagreasf CEO co
guality, cbrpotacéeéeepayacqui sition per.Wer masoe,
eval uaotve rthlf & Ok Dosnf fi rm per for mance, measured by
Tobd MQ.potenti al dod macenraid fywsists It tenhdendgedvo e iet wpeci fi ca
the presence tofde@ ersmiinsed ibkyelfyact ors related to
and themaebéacebased to wlke examimme variabl es

Wet aiel tappreotae @ deersd o geneistFy raset nicnecrlnude an exh
set of control variables in our regressions, i nc
manageri al incentive, asdglC&Wt uappoytunstiwebl!| aan
i tld f e®Fgacclceoount-méoariant unobservable firm char
relation between Ol Ds awed!| cso@n p o o & ti fexoeoduvitdidedrmeey terge a s
feasi ISlee ounsde, tamt@a ge | east squameéi @hSL B btoheema tvo r |
presence of Ol Ds wa b dsativlad el salbpk pesthyie modd ot r&tt eer. T hi r
we xplomuansaih ur al e xppeordiunceenst at tpdtau s isboime 'dxangasmdo u s
for ,@hDsrieteag ed tadhmge i n t e OlbDdrpmrmangrecse in firm
arouhd dShagkdenduct event studies of the appoint

policies governing director retirement age.

4.1. Analysis of CEO Compensation
Wef i e sanmime r el at i on tbheet weeevoer ®oabidiEi®o i o mpensati o
Setting CEO pay is one of the most i mportant boa

byol Dasl | ows f esre rmmameq gsleezlhifavy ieoxrpecwe f i r@isDsei tplaymor

®We use a logarithmic transf orfmat awnf iorftm fhéeg ea sa @ mmac ie
regressions with botdcue etac mwldt iDlaaImritrsadekrdisteaf ectr ®sbust
age squared as an additional control variable.
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CEOBOrbeugtit t he same CEGepeayeiwiwvwbaresi®!l der weal th

We obtain CEO compe@smiVé ome fiiag ma 1f rmbns €xveatui ons
CECQesrien office f orr, |Iseismssc & htame ommempyemsati on recei v
fiscaGi weenlBEtChaptay i s undercompedsatt gnmpuenmihe tutcd €
a varCoanipleen,sat i on ¢tohmadietBtidete hpeeIr @ e %it mdyeepteorfddiernect or s
on the compensat i6dn oc.o nonhidtetree who ar e

Tabl e 6 hper erseegnrtess.sti®nd e eesrud d asttehwea rli eavbdtleo toafl CEC
compenismtcohn e (Aércent age of( caadhh iiim edddEOQutniym)s a
(4)6) and the percentagdeqfui ¢eguinhyxoihmidB@B® (i) s a l p
columiugddmitafit er cont rkonloldiantge rfnoirn aonttfiserrmé a@EOhh p a
hi gher prOdpusr ttioenip@yb ®@EO@Ba.sed on taet ico@fOE i%fi ent
aon®et andar d devitahtei opne ricrecnrt chaddiee aifad @QIlsBo cd3m4 Bd wi t
increase in CEO pay.

Turni ngpday <<LtBr@u cftiuG&eathatthese f i r msc ernetcgegaey eo fa h
in thecdédbml ofmannd( 4a) )| ower p @y ricme ntdguwr(d oy i, o f
indicating that the higher pay is not c@umpensat
inferences remaiusetthee s@ang e wwvddeon@pgnddrss at i @y ©ammi t
key indepemnadeh u@vsr id8pbhdhvdah en wef i-himkaedseaf te¢tumns
(3), (6), andifm@yadart datatomi‘b wtl e$ or

Overall, our a@atmiadry smtbhowmnds hivet meamos @c iCadtDesd wi
significantl yt hheisg heo mpbetap aodgsh andcsleeds nedgumigisy .
consi stendndvartrhi bOlaBgd v keafamheetiinv epnreospser | 'y compens

i rati WCIEDisn g

"We alse th8cBdlaek delta of CEO @®onppaeynbat mancesseamsi:

measkholl. owing Core and Guay (2002), del tsa tiost ad e fpionretdf c
of stocks and options for a 1% change in stock price.
on asfbomrd and compensation committee is associated

14



4.2. Analysis of Earnings Management and Financial Restatements

An o tnhaejboorarreds ponissdbidvaeirgs eensur efihen fruafpiictyiamd
I n this sectihen r ewa tGlxDasmab refés wene royp € s imani pul ate e
To the eOdtsndg ashsadci ated with monitorimnmbeaeftiaie
l ess fehameépeadGt ivegqn t he i mportancemoonfi ttahrd’snagund i t
financi @lg sweenpsd rrtu c tAuad i vt a rcioarniitehtad e fi @Qis®p dtrec ent age
of ndependeon dr etehcet oausdnihto @asr mmidtetr e e

OQuffirst measure of fiisnamei gpedifop omathicekgsqualtion
(Kot hatieone, (a2nis5Wzosimpyt ed as the'stbfhéracceubéts
the fitted eotrimbdtoeadc a r ma ld(s1f 9 Beddd €Jluorn esecond measu
financi al r egarrtii mggs oWeadditettgeirseamipd teastbef memntt he Audi
Analytics (AA) restatements database. The AA dat
a financial restatementarest el eménoa@se hii d @ wnlgys i. 0iA
finaanc sttahtaamaemtsul t oforanGAAR opr,i nferiapulde mi sappl i
excludes r emdrsg eorass qarud icthiammmse s i n accounthag pri
adoption of SEFaMAdiak &afb a s e, e&webeéegiemni fhgsodtimhde end
mi sriempgerrtil nd ! t i plaer ef irletlhagtsesdameo under lwyed oirgs imnd esrs t a
them a single reshodtliomemnmnNnederary a(tR2i0@n8Weé | f art he
cl assstfyt amaentegu |l @rnt e et i onadc om wrteipmog témrgdr sor (L
mirse po 8t i ng)

We regress the two measures of fiQlalaanidabrespaott
the resulfl.t sWei nf iTnadb ltehat fciemmaQ@lebsold tdaehirglhorarper
commi ttees areae sisgmicfiiad erddIiwg ahe ghen atsg yent d d fcaalng |

hi gher | ielae Inri dngtcat( @de utmn s 1, Th,e sde,0 neetsthdie)lse n

®Hennes et al. (2008) classify a restatement as irreg
(i) wvari anti'sr roefg’ulthBler dwvaglr ks ex pl i ci tly used in restat eme
filings in the four years around the restatement; (ii
i ndependent i nvestigationsswef et haunWe ewdds e gtgtbrbeéaa s a roi

from the AA database that correspond to the above thr
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weowrgtrbirmofi xedl eamheamlls avvhde n6 )we f ocus on restate
i rregulcearliutinessy e aver age Amatn ¢i mwalmme fofoe atBGad D s%

0.1® suggestisn@niiaaidanc oenghfee D peroccre ntthaggeaudi t com
i s assoai @00hbedcweint hgeripna stehte pr obabi l ity of inten
i @neconomi cal | ya gneiadniavhegnfowtlrh agsaumpd eendi t i onal prob
i nt enmiisorneaporti My eirahl@ né yind &rhc es u g gtels@ltds weaken

board oofar $§ gtimi nanci,al li omgpmagdmyg to eagga@ssiwnen

earnings manipul ations.

4.3. Analysis of Corporate Payouts

Corporatpomlpawyoildts a maj or decision Whmemwhiichmbo
e X hausgoptr otf i eniariels ¢ ment opport uamngx ceess, s tchaesyh isthoo usl hda r
t he forms of osdiovcikd ernedpsu racnhdackie st.a nHooanviteiviferre e cash
shar ehol dtehess rmredautc@EEeESc cumttrececelr .elfeofrte ,t o t heilkf o wn
i nterestrealf eCEOtso pr et aiemx ce @ swhdoadshhowreao vitdheiss t hem
ammunition to @uremegi petbpirbdiesdgsa ¢Hjadrbf80)rtda o(dls9 9(9 |
To the extent that OIlIDs are |l ess effective monit
tend to pay out |l ess free cash flow to sharehol o

To test t hirsgrpaseddsirenpivuoseih vywsd,enadnd totall payalue ¢
t he 'sinar kmet ¢ apiatgealiinzs@t Do m¢€ &risduppteh esr egs teis.maVden s
findhéeébeaeftft@liR2in% meagattiavtéesagaiafidlyant hhf ee payout
(see cd@l),UangMNd suggesting that fiOf Msn wihehrmo agrrde a
associated wie¢bvel oweh Bpalpdludoe fafhieci ent ¢ srt)i, maat e
onet andavoda h Cc rief@lslki % associapedcenthgae Ppoint redi
payoAfttser the inclusion of firmOIl Dx&tisttdtfiestiscal
significant,ahmar giespagrncyfaiscégadnntd 8 and kHaoded @mayad udrs

sideflsteestollBmnand2f 8) )
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We furt hedrheexariant@]|obasnpgbaeyt omete apf a Irincsh iewgi htelso fl ev e |
excess cabbardemanseomomea iwmgud rdt Rbmegevdmr mbe hig
potenti al ma n a g eWef all Ha gvé(iolcY®d 8p rcoobmeexntse.c e @ 98 h e
def iametdhe dabVi’'amranhi of of-t emashi ane domen t sastsoet s fr
predi cthbead esda tomeerha g e me Wet mem edr.eat e an i ntesractior
excess tchass D prdcentage vaamdbdl ei andl i Brgiprudtalad dr ¥
payout regressions.

Resul ts f (3p@@), c dhafmniBsbhlaeh extc ecsashkhs a positive coc
esti mat e, significant in ,5$wggetshfditwmdnst lwri ¢ dv mod el
cash on awdr angoer ep atyoMosrhea rienhpoolrdtearnst. ff loe o© otelfdpiuc ip@r
i nter achtetome e excess casal vamgg Otl iDv @ earce ndiagrei fi is
t hatgreaterOlpDdsssanasecbhted with a elxacveerd Tshearsshi t i v
evidence ©OuUQfgees tlse stsmatihd eichlgiveuniceissy nfof @otmaimager s
and r ep oti eagmpiiarle bui |l ding activities, a prime ex:

of meaikhvestigation.

4.4. Analysis of Corporate Acquisition Decisions

Acqui sitions c aent ubronoss tb ys hcaornebhi @i dggaitawadtife rsmsn e r
However, a nontrivial p rdoepsotrrtd wimmpegda ndc @ ulbh & i Ma in &
obhgepcypb(emMgel |l er, Schlingemann, anda8Maduw!l i(2,0005
Wang, and)We ehyReOd@OMehsed zreo ntihtaar i OgDsled i cowsmcmaoég
engagerciempbue ladcigwgi attt basexpensTeo afe ssth arhe hso Icdoenrj s
as stelses per f or rsa naccdqanifsdat cfiisrimtinise i mr eDe dDEBEC € omf t O

We ob3t6@Boquisitions made bt hseaunmplessd nopllme tfhier n$sD Co

dat abaFsocera cegald,ls imtei orequire that (idi sbkedleadaVval s$e cic

®we find qualitawheiantye r@icmiindagrh rfersewel tcsash f 1 aws, whi
operating cash dfsl amgd miapu g adi wixpemdi t ur es.
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abo%l mil repnageditmasf t heqamgqykeaepit gl iazsatmecams ur e
on tihtehading day prior,t6é6ithe aheroamanqgemert daher
shares prior to tr anestacsthi aorne sa nadf toewnvsa rlds,% earfd t(air
daa avail abl e fgowe rGCGMPuSITIRE b neolrSSt hfe year pri o
acqguisition asmoukhceeentn data available!"rom C
tradagwygprior to deadal% ramdiongtclhbaneddd it ®a ntrhoeunc e ment

We meas@’s eancqui si tibonsdpesc i mulmanicee abnor mal r et
t hbeday wi-Ado®wpfewday 0 is toaket afihmoadheel@@CAR ait e
computed basedfamtarsmamtartd mondel , whe sdeagicloyef f i
stock returngldyvl®ithlkee CRSWd ivg@Htleed r et ur nThaes t he
averSal@g@AR f or siaBc.g22i s red t hed.mMeOdli an i s

Wer e g t bascsq USICIARr a g ahpea s ¢ eonft a@leDs owhiiltes domtrrdo | | i n
battérymof i mawveiranlanared vahiaaalcdTsnrea sdkisdigals report
9s hawthe coef Ol Di @edatoinve andgaseiahcircosststi cneoldleyy speci
even with control.Dependf hngmohi,x édadseteabndiedrtida s e dn
i ncr e@ls2i nsoci ated wathudABbHdBeddSeericnent age poi
equi vtag4éemb | | i$®@hma loll ioes i n whlawe hbdbdetrhe average
sampOuéd.i ndiimdgschdatit r msg rweiatther r e ©i &osre ntibladsit @m do ft o

ma kaec quiss hat ogener ate | gwehriscshppoehs!| denrb ocaarindise ct u

with Ohdasree festsiefén@€E@mprire building activities.

4.5. Analysis of CEO Turnover Decisions
CEO r etaenndt i mepli &c eanmeantth e r magbon bbhat defl ect
effectAveosamdbd | ity atnet ayadnmaesmger béal demrd si on

replaceimamegpessibndygs powerful incentives ex ant e

2Dou et al. (2015) wuse the average age of independen
relation to acquirer announcements returns.
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of sharehuxlagdne me. wWet Ber Ol haf f mrbdosieradt € e otfii veness
di sciplining poorly performing manager s.

We obt aifnordcdetda taam novers during thenperiaddoKat
(2015 Merging these datteadwiotfh 300Wr fsoamnpelde GECe It ur n
into anQodd ntdbmamill ity of f orcedy e@EO etsutrpnmuavbdert ai n
mo d e | where the dependent wvariable is eaquaal to
gi ven year anTdhezreer oaroet htewowikseey. expl anatory vari a
the other is an interactah@nDWarums 48 thmeussdjriyst endp e
return on aseet st heR@AYyewirsousurf i gprciamar y pPer f or ma

Al t erInydail waee f'smramda e f ussttoecdk r et urns oveand hebtpaierwi

similafPWeesohtsol for a numberanoé wvahieablleds pas a
i nt eotaecrtnmist h firm performance. I n additi on, we C
speci fi cfaotciuosmiso-htionm-ser mes variati on. Thi s appr

observations associated with ifng msumwi ¢ it inroe fa m,
substantially reducing the sample size.
TabDeprdsentgrehesifonr rMfeogwletds. TEE®O ¢ wefsfioiveaiad et
standfail pme famcm meas alneegyuhcrveaess model . Mweei fica
i mportant]!| y,oftthhee icnoteeftth@mdctwieam f i r m Q@leD f r md wag s al
positive and st atsiwsgddsatlilmygh e i geEEOffilctamatocer sensi
weakden f i rhnmsghhearv ep el dmsh h b ga.Mdeby altuhaet eeconomi ¢ i m,
we calcouahanhgethe implied probalivhefniyr nofpeGCH® rfmarm
changes fpemceéhei!ldé rtcod mohiallhed 5i nt er e amalim) range
asn ae x aimdpllle ,i nde p e n dehbed aadrden d6e5t,g@IsD io®q utaale,r ot he
changethe i mplied prtowrarbdlB%.rt Whsefn faddcaedheCEQdepe

are aged ,650lady.i Bbogywral thengaehe i mplied probabil

2We obtain similraw ROAuUlts using the
2Stock returns i'bebrebrabeui ntdet prrsobability of fut
introldualeead bias (Weisbach (1988)).
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turndeer ease9D7%t Dheondiyf f erence bet ween t he i mp |
economically meaningful given the unco@deéet alohal
the evohhehbed sseaemthnisarst ent OwibDtshd u dhee 'tnioe fi hena tt thvad n ¢

in disciplining poorly performing managers.

4.6. Analysis of Firm Performance

The coll ective rpeosrutlrtasy uap ctoon Qilhfilssemnt b dopit @it nea cee t
managementanadv ecromnipgpototb et e mboagaend amngemcenpMe okl e ms .
nergkamine how OhBssprreedeancel afo ovBasa&ldl omi tmep ewf
documenstpeedc iffoirgp od dwe cesgp et faitde m per f or mance i s ne
to the prOpbmsmdaoarie of est thi @spremdtchpgomebyessi
perfor mandhbey fEROABUTOED i Nn' s Q.

Tabler dsent s t he Trheeg rasssich M iwozwd t she t wo per f o
me a s urneesg aatrieve armsd gat, d teiavdetimiec alolnyt r 61 x &€ d rlesfifnegmt s .
the coefficient estimates &r osmeacnollawrmat ( dh andr €
Ol Di#wssoci aat sperwdedmt dgeli R@&mtd Yd eC.iGmodédi nWist hQ.
respect to otalelrceosnsy esrt reannt ¢ eviwehr fipinfadorrmdl awagnetiat ur e,
busi erarbeo aarsdssowo rag e dp eMm #gnder cnka n(c1le996) and Fi ¢h and
and t har e nisehraspee dUbred Iweketeinent or owner shi pMandk firn
Shleifer, and Vi shnyoXx11988) and Kim and Lu (

While the firm fiseaduetfeghahtsi Bep ercenlfatciadn omet we e
perf or maontc ed riiswebrs ebw dtnlveartiiame firm characterist
related concer nFoirs irpesstegprscest cafustaheitry.turnaround
fircosualpdpoi nt fMmerehe©trDsol behesithygt ovi atosaphar ehol d
their potential ldy rgrpaidnadtrihdesppesarrd remecricfeqdrdmsaa clei g h
percen@ladfyeonofbadtamels t han unhdee ot her way aro

To addregertsteips s sisved etxyaymiwvnedependect or sappoi ntr
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firmsi fsitperdi dory f i r mWep edr ejfoidpdegonrqpes.r f or mer sRQ@issnf i r ms
t hteobot(ttoemmn ceaéemdfiyseaabyodn unreported cemphtsd Wwe
good pemdor megersf, momer 0 lae prpaiiendependenn mndehxetect or
yearbuwt astrgeeaniolrlyd kted pypoi ne a yaludegrdependeMthedief ®cteor
the negative relateoanbef we emnwproltiDkoplies edeeciovsdny by
perfor msod s ®eigaupepsotilngt i ng di sproportionately more
I n ed att edtwe etxlaemi niez’e qoufi t @1 Dwner s hitpheex heht r n®
whitheaye appoihet eodopods!| yf per faosr mi engr efsierafisat i ves
sharehowl dnedornd t or emanagenrs cam pox amidnhdegg mea g atud g .
ownerpshHh | Ol Dagveatf i asnadiridard% iint o uk nsadatl eti oen ,i ndi vi
directorll1.ed%,1,2108002&6 Tsonmpok Ot H&N O0. 5% f 1%, o
a f'sergmo wryerrsend pectGivedry the typical mi ni sacrul e eq
overwhel ming majority of them do not appear to

robust to removing Ol Ds with at | east 0.1% equit

4.7. Additional Identification Strategies

So far,r endei fehidd vioene d e fsfieonts negrconvapol athtor if bt u tme s
to mitigsatbeoudomamért l@ewe wair $ adadbogassa ancoot utntt e fiomf [ uenc
oft i marying omi Thedevarsabdmealutsieonal identificat

furthersuwdhdrcoganeisty concern

4.7.1. 2SLS regression

Wef iemplabwo st age | e asetg rsegsusa roensn f(witagrieByosrtko u me nt
the presenneasf b@ybsseupply of ol d idbihermshocakcandi
di r d cathooarr Kenty az ev a, Knyazeva,y gard aMalsasdhdoss gt haxfl 31) |
hi gh board particdrpditdeatne sf oreamsdf fidebasstugp ptyy of di r e

significant'byabfliertey squa lfiifrimted i ndependent direc
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weconstruct a measure efndédpepoéeemnt fidal mesadaopuayr toe!
state. Spdaikfeleoght ¥yt Bme€ or mati ons erfi annteé xneusmbam d
directors aged 65 or above employedcalyedubVitchteéi
numbepru bdfi tms i AN nt hceo nsttatue.t i nge xtcHiusd ei Mfdtrrmsme mt |t
di git Slithompduttbiepggyipodalder dibecafossm i s unli kel
execuandedgiofietdd oest ctogmpietboobods due toommdtiittriuvsd
considerations

Bec aal sfeshe and g slao ¢ & rgieonne diast B yena imeyw safned r arely cha
(Pirinsky2@GheaeidWamsgi @r suppldy rett of sls iwi ctihmei tfyi rans
pl ausx d¢ gsnoouursc e o Wer aa i qqu @ otnheadi rtencet drocmd o lol sdhou |
firm out cdmes etODfPepglreasanttah é omi.r m n no tqtluldees tvedmd s
oleddi rect or gfoidsllmoafr fde cctosimp @ s sdtohonh di rectfliyrmnf |l u
out comes.

We estimate 2Sddchlafrfeisrsin cohdt efsmmeex avrmirned i n pr e
I n the ddtrisgtaldbce memredent ypericablt agiesofh®o®sdonandf
key explanatory vamhicacdlepblwdd h ecainods.fdeathee n A2 i n t
Ap pcimxr e stehnet -sftiargsed r e s s i Tohne rceoseuflftisc.i eend i roec ttchre fd oal:
positive and stati st iatatldsyt isi g ntis$ i tchaen git rast tarbwiree rdtk
Thfei-ssage-DEGnaty g -sWaaltidissRaBdopaasridjyecti hpgatheheul hstr
i's weak

TabPRpr dseexnctesrtph s odef fi ci drhte esetciogatr e $ bt hoan m .
resfirosn previoamst isrecet itoms hbedco&peOdcD % malopns t
significantly poGE®@itvet dIn cemgp adrssatoirdgn ,o facaadyh agay
ear niesgotsemeamntd significantl| CE@egqattiyve nitrenmsedgirye

payoadeguireandetiurmgpeer flonr mahe CEG tuheowseerf friegi €

B2l nformati'bhsbariftcamsheadtqluear WRDSE Cs tAmntad yitd cfsc tSmi t e d
records the ’lhacsatoiroinc adf hfeiardmga &Kr tfeirlsi nbgesss e dOua n rterseauil rt s
excluding firms that changed their headquarters state
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t hient er acsbieo m@le@Banm f i rm per foirgmainfciec ametnmayenpos et |

our f i nrdobiugsstcarmre ecti omsifomg theoigesatei apent al vari

4.7.2. Quasi-Natural Experiment

To further establ i shO&Dsnadu sfailr m epleartfioornnsahnicpe ,b ente
to the NYSE and Nasdaq -hatswui alg expesi mant200BXx age
composition rds conampelryatexibota, but the NYSE and N
setting. Previous studies have wused the same r
independence on CEO compensation (Chhaocywhari a
(Armstrong, Core, and Guay (2014)), and CEO moni

Respondi ngmber of maegoverUund&dnc e dnpdreddlSs attelse Co
passiled SaOxdaenyesAct i n 204/0hReY 8§Edanodmadlas aigdtri ng r ul
changes,winhi2ifthéotfr engtghenmdependent oversilgmt of
partihceu | NaYrSE tand Nasdaq i ssued a regulation in 2C
of independehnhtidi beardss &nrms compliant with th
not affected. Only noncompliant firms were force
Noncompliant firms could meet thet he.outheexane nt s b
that there was a shortage gfialified candidates due to the exogenous increase in demand for
independent directors, noncompliant firms may look to individuals who recently reticfficass or
directors of other firms as adizal source of director talent. Therefore, they may experienceran r e a s e
i Ol D repr en datbtoeatOdsn empi ri cal s t'sr antcergcyo mpsl itaon tu sset
instrument for the change 'snbohedeanheh acthegaen goef i (
the OID pertéertapange in firm performance.

Following Chhaochharia and Grinste{@009)and Guo and Masulis (2015)e use the period

between 2000 and 2005 as our event wind&.choose 2000 as the benchmark year surenthat

To the extent that | argei hiemsatieodal ovihaiviei lhiitgh amc
the | ocal di r ectdarr elcaboorr rneacrrkueitt menntt,hewer excl ude from
based on their mar ket capitalizatnwe tas holrdbbustness.
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our event window begins before the new regulation could have been reasonably antibipatiedose
2005 as the end of our event window as firms have to comply with théistieny rule by that yeaf®
We define compliant firms as those that hawakgority of independent directors treirboardsin 2000.
Firms that do not satisfy the above criteria are classified as noncompliant.

To assess the impact ofiglregulatoryshodk, we estimate the change @ID % separately for
compliant firms and nonecopliant firms. In a univariateomparisonwe f i nd t hat noncomp
and compliant fi rQisDihte d2 0sG Omi(I13alr. 8% vfedrs nmdncompl i
compl i aowevennonoosnpliant firms increased théxl D by%.97 percatage points over
the event windowwhile compliant firms only experienced an increase of 1.74 percentage, @oidts
the difference istatisticallys i gni ftihee®hnlt Ama&j or r eason rkees®i Dd %t he |
atn o n ¢ o mfpnhsiis éhatthey appointed significantly more OIDs during this period to comply with
the new listing standards.

We nextproceed testimate2 SL S r e gfffienperformansesii ng a firm’s nonc
statugo predictthe change in it®ID percentagéNe usemodel specifications similar to those in Table
11, except that we measure all variables aschangeger t he ev eZQ 0 SvinstrMleertv 2 00 0
forChangCl OwhiNI nc o mp aniindicatorevariable that equals one if the firm b oar d
structure wasiot complaint with the new ruia 2000 and zero otherwise.

Table Bpresentsthne ecshdge e st i Tiadepeadentvarable@Ghange in ROAn
column(1) andChange in Tobin's @h column(2). The instrumentedersion ofCh a n gdd D h %
anegative and statistically significazefficientin both columng® Theseresulsreinforce our finding

in Table 1L thatfirm performance decreases with the percentage of OIDsedbatird.

4.7.3. Event Studies of OID Appointments and Director Retirement Policy Changes

25 gpecifically, firms with unitary boards were required to comply with the regulation by the earlier of: (1) the
firm s first annual sharehol der meeting after Januar
boards were requed to comply with the regulation by their first annual meeting after January 15, 2005, but no

later than December 31, 2005 (Chhaochharia and Grinstein (2009) and Armstrong et al. (2014)).

%To the extent that | arige tfhieuiimsnrdaedc eo ff eiwed e geomdsd mta i ah
with the new regulation, we exclude them from our ana
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In this 6taek&tmodel eeweappxamOmBa ot i mpacm oal ue.
Speci fi cadnd yt, tweo separagaeuceeeenhe sstuudchks ptbce
announce(mé)ntr snsofthhaengi g r ee mematn@@Qil rines essppoi nti ng

independent directors

4.7.3.1. Announcements of Director Retirement Policy Changes

To construct the sample for this analysi s, we
changes fr dnQ tkheey @eedeetl alparseen.t Speci fically, we ¢
ornAg'e,Di‘r dantRret’iTrhee sear chneaves uamte2lbeBsad each ar
remove irrelevant news, duplicate newshanmgewsi nwh
retiremanmdt addgamotmpani es that do not have stock re
confirm the changddg®BCbly. | Vs ibdye ncthiefcyk i9nlg r et i r en
t hatapotential lay bizm@Idx ape esent ati on. After rem
announceelndsamptihee contains 59 retire’mealdl e@goA3 cy
in the Appendi x provides details on the full and

We measanpotmeemeuntu |l @at irvieel abred urns-da@a¢CARNVNeaver
winddw @) with event date 0 being the announcem
on the coeffici-eatsoonfmarkketancadel oaeti mated usi
2000ay wi-hd@da itdh e CRSwWe iviaH tuesds rtehteu rnmalrhkee tr erseutl utrsn e
reporhRande IT @ah Hokfh @ me an0 .CAR% i and tOhe 83l hast abi st i
SigniThicsa ndtuhgegie satveer age s hareholddéeos yvirewi diemeat o
asaldesst royi ng.

During our keywo,r dwea nal snoe wisd esnetairfcyh 5 events t
retirement age, 2 events t,aatd 1 mepwoesetstahbbéatr dd ksb my

di sicarett ®« hwaimaemdat or Wt hetuigheméeh eargpdme s ofs t oo s

”We exclude announcements contaminated by events s
earnings announcements, dividend declaration and o
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for mal statistical tt ehet isrt ,c ki tmairk ewomrtdlacrestt ipmg i

agkecreasingneag€iARgewi Oh 9§ 6 %.

4.7.3.2. Announcements of Old Independent Director Appointments

To conditer sa@ipblpep coifrnmening emengat her i nformati ol
directors who were 65 orf rodmeSda tvh b d\dheehna yit dhemnitn e d
first publ isofcditsagp oisnwbrymemidgatueal |y sear chinlgf news
the announcement dates cannot beilbhd@ptCe@ I Kay Fact
Devel opmearblahsé? samp s enri sc tdiea dabbedAdnof. ThheeAppenc
ll12d&ppoi nitmetMetsaledhovect or appointments that <coin
meetbeagause these director BbByndwmrceamenotrsmadrie nc a
pr oxtyat eWwefnurstt leenoavpep oi ntc menamhbywacedf oundi ng event
mul tiple appointments of directors,Ouerarfniinnagls saanmy
contedimms ont aamy mait etdmeutn c e ment s

Weestitntaegpbe oi nt'icomgnuf dalt imeremmb éir ( CAR)d oow eaveantd wind
(1, abhd repor tPahheBlarbeldawelt fsi mndh et metan andri@edi9advn CA
and. 217 9%,t abtoitsht i cal Thi sisewgigkasatae®he st ock mar ket

vi evDlddsnd reacts negatively to their appointment

5. Heterogeneities in the Effect of Older Independent Directors

In thi,swesgot bety onme d ddefi el &8 Blaogceu ment ed above an
pbenti al het erogerdisabbme bnrtthle e r ¢ fhissdadsi tibiir ooress |
ofnais yWe pfroichuesrt ihley busyness and experti sar e fi nOl D¢
greatedoaerxdper tadsvei caen d

Wefrigliti f f ebentwieathe bibsuys yardod Dson An OI D is defined

three or mo(EidhraotoSyHispasanig 0BO0OMGERIinte me boar

2%The results remain qualitatively the same i f we use
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and r etslocuitrrceecst omeehatvbet pesressnplogwilibech i¢coul d exac
the monitoring Adetfeircniaetnicvye | oyf, Dlalxdaing muanl i npli €e abo
hi gher dirWectecert itgiddi leint yper f or maving ¢ er e @t d®wmp ikERiysH g
var iGlbOiet o t Bosya@indotwusy @RRsw!| aseti fhdalPbe 1
showt hleat oe fBfuiscyi e@in@o-Poufsy @l ot h si gminfdheant| vy
for'memagnitude i s Téhignielvidamicleyadloeesyg ot tshugtp ob u-
are on average of higher quality; i nstead, it s
more tbhbhasynones.

Nexwedi f f eraemotniga wkltDhs r espect t s pweltéetaherzedhewph
pertinfdntmegai sition decisions. Il nppiaot i aeclgai si
experivwvarcks xgpger i ences iinnduet ny.r g@eltDssiwobbedabkcéa e
t o prmowiedleuabl e counsel on M&Asgternelreagbeetr oabhaanalo
valWe.def OhBP as having acquihas paricpated & atpleast ioren c e i
acquisition made by anotheompanywhere she served as a director @eaiorexecutive during the
prior 10 yearsWe definedan OID as having target industry experience if she mnesly served as a
director or a senioexecutive at another firm in the satheeedigit SIC industry as the targeter the
prior 10 years® We obtain director experience from ISS and executive expariftomExecuComp

We reestimate the acquirer retumegressionswvhile decompomg Ol D i % two separate
variables | ne x p e Oil ®&na%Blx per iCGlnc,edbased 'sn panolOl Bcqui s
experience or tarReneli nBlact 5 Vo« pamet & no@ds trheastu |l t
with prior acquisition experiencare not relatedo acquirer returngyossibly becausthe benefitf
their betteradvice offsetthe costs from their poorer monitoringn the other hand)IDs with target
industry experienchave asignificanty positive relaibn to acquire returnguggestinghat the benefits

from their advte outweigh the costs of their monitoring deficix Finally, OIDs with neither type

®Given thatBushye QlaD ihhiglheé y corr elcaotned owBtvkay ti,lnddescd i st i
remd8Buesy foro@amdt he regressions. The results are robust
measured as the6peiodepagedeont berewt ors who hold thre
%Theultts are r obdisgi ti-do mqviet uBleCtwode to define target
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of experience continue &xhibit a significanty negativeassocidabn with acquirer returns.

I n Panel 5wefi nfaébdtei glat e the possibility that
Ol Dsn certain situditixsnes .molroe tdep enxitemded hand can
opi namdhsadvice to management, they may be able t
in greadfeoaamkeréWle expl oi t i mport-ndatauri &If exper ianse
substantially heightensbuhedspmmdduants . md rmipetr tc d mpe
cost of foreign rivals entering U.S. pprroedsuscutr ema |
on U. Si.n fiimpmesct edThe daispern iesnleDsan db a dsvsad eucaibd keimy
to fgrmsew adapt to a different and more chall en

We use the U.S. i mport tariff data compiled b
(2002), and®* Breaottar i(f2f01dDgt.a are only awan 11DWI8e f

to 2005 in our samgl gi pe 61i@daicnhB aysetaerg ¢ hwet hcroemgp ut e

as the duties collected by U.S. Customs divided
e. g. , Fresard ()2,01Wweg ddafdi Val aat 420fLl2 cut in ter
changes in industry tariffs from their -medran | e

when the industry expethiatictewo at imRmgséticvege ah@dlh §e
of itrhdedsttarryy ff during tWee exarhplde pgarriidd cuts f ol
rakeosver the subsetggtbeanhst wadyeamisfrf Weuth i s equal
a f'srimmdusthrysexapdraire ff cut in a particular yea
performance regr essTaonsafiwdQuht ¢ hien ti ed¢dDutébi com todr m

Consistent with prior resParriciht ea@hd@ty®r ahd cutds .,
signiifrbpodRMAaANd@obi nf sgr@ swiggreshamgfol | owtfsh,g mt ar i
performance deteriorates due to i ncreased prod
coefficientramctt el D aWwTia mieft ve@wtsi ti ve and statis

for both firm performance m®a& fgsr ebse n eifnidciicaalt iwhge nt

3The tariff datta paré fawalilltablse madrand eet. iedrud Ip.eittem schot t |
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more intense prod®Ehi snafrikedi © @ Mip Bussdidmgs xtpheeeinre n wie t
tbhef prbms t er hleoipehtwdnendt bledimpenge $ vienenvironment .

I n Panel 5D wé @&aplfeirrtmdavhetbetrai hbeocmbrfaomertihet i
Ol Dadvi angtiodh oGud Ings , Daneeh, (206d8)Naand Field,
Mkrtchyanewdrsseivideywples of pdti & misd vadhlegtr eat er needs
adowg fopensanhi hgghly volatile industries, younger
firms wietbhhusimmlegimpFhitrsms in highlynewad atcohteend dwis
unpredictable operating environments, eavnod vdiencgi si
i ndustry Sliamdsoamgas .y asf i pmafvemagt ammeunr e and ¢ han
business conditions, and their managers may be i
and t her ef oirnep uctasn aunsd® |lalxBveir argse f & mionh giimpdwest ry sect
usudalave mor e esmplogpx rtaatdeioned i anN@ x benn ©1 e experi e

For each industry,-l weelcomplbati tihey i assusheyaverl
annual s todacl Kl rfeitrumrsn si nd etffi énreimn ddg et mAy. tWeatnwambemr mo
exists imanGompletsder awnhaasgrWawtdhbtraisrenambienamef

business sEgmeuysiatf g otmhesve ovamstaablets,Lowoadwids cray

>

eadkHdi gh adyviTshddicatorHiegaldl vi soiry egeal at d'samadiubkt  ¥)

vol ait $ | atbhgev eme di an oofr a(l2f)s i ande kibwve essnnuat amédi an;

—h

i'smsal esalgpotomet haninsuat am4fd imamnr;leads han segmebasdnes s
zer o otThheerowidsve .sotr nddre aids egnianldisgb adei sWeyr aeed

estifmartre per f or mandeparegtt eddydiompatsh t he t walismdi cat

(¢}

ontradli’'sfmardvi siom gtelpe e d i ons.
We find across all psroxihaetsnégatifve madvsisgmiyf ina

Ol D presence and firm performance @anlForexfiisrtnss aw

i tati a
he cut

2The esults are qua
s t i

medi an change a
SIC cauadariird .
33Note that fo
individual i n

e similar we define a
f

v i f t
of f, using two (or -thgee) t

r the industryAdol abryi apsdnhégsas,ithis
dustries
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hi gh advg sohgreeed nel asiigonfbetaween Ol D presence

di fference in the coefficients of the two*intera

Thseeesul t s OuBiwe mwmpmhdtorn hamans wi t hf hroeaa tateera drve e d ¢
I n sum, our analysis in t$ectisercdli omnmaruinxctoivens

bet wlelasnd firm performan®©eDsWbhbnhawmehgaidmpwaecste ndee o

—

bheir monitori mgpodéefanti € ocirea&ao gshoi zbersitaidaotiv sitl hueayb |

benefitwhéeéon fheyshave cert ai n nsapneacgiearlsi znekdeide enpoerrei

—h

r@mr ect or s

6. Conclusion
We expheremplolcatmidempsEindfect ard fedrf ecooveporastse a

overnance. Evidence from our dgtiretctokrdeamdi fder

o «

irectors are menmbtonant ad deeddicsteennetfii®tmse cainfdi cal | vy,

ndependent odier ec kel y & poeamids sl ebsobaerl da kneekegibienog sor ¢

mportant boar dprceosneamcada e@s . d Gahspsdorcaitaet eldo awidtsh  hii

(¢

ompensation, poorer financial dissl oaandowlkeower

"

ensiotfi VCIEtOy t ur nover Onoaper Agemaac erl eaitrdea p a reder rets
directors on <cor pelryat eelbaotagddst d i mlemtape@e v f &re o m
insigni Bbmanht mawtdrp ofsinmssrecan beaerpeti emnce®fanodmad
ol der i ndepemidrealtived ifriencdt otrhsat investors react n e
oled ndependent di rpeocltitcrymr g&sd tdh@ampamyr easgee tohfe ma
directors.

I n sum, ho gt Itshtgednd w ddei preencdteonrta s g& ey fdidhibme amd e ant
abi toi tfyutlhfandrmi t or i ng and adviistamgr ifeusncit mpaorst a nAts

messhgesbotdhr &€ crtusist meenct efforts and any future g«

%The results are robuShernmentitlee naft iivred we gursgir nogw titkhtei d7n5
the number -dafgidi fSflexr esretgne nt s-atna -aldowni de@r ¥ i mensd i it @u hs .
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Figure 1. Overall Time Trend of Older Independent Directors

This figuavgeshgwspeheentage ofODI Moerr ourd epeempdleentf idri ms
Ol Ds are defined as independent directors who are at
fi'smindependent directors who are at e esaespa e68bl Bybeya resx
firms that are incumbent members of the S&P 1500 1ind
define new entrant firms as firms that appeared in th
OID %
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Figure 2. Time Trend of Independent Director Age at Initial Appointment

This figure shows the average and median age of inde
by year. The sample includes all/l new appointments of

60
59
58
57 = Average Appointmeng Age

56 = \edian Appointment Age

o A

Figure 3. Time Trend of the Percentage of Older Independent Directors at Appointments
This figure shows the percentage of independent direc
by year. The sampl eneinhcl odes nalelpemewnappoiretct or s.

New Appointments of Independent Directors
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0.195
0.170
= Percentage of
0.145 OIDs
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Figure 4. Time Trend of Older Independent Directors across Fama-French 12 Industry Groupings

This figure ghaws ntttag ea wdr ad a érl Di frtalré p eesadcetimh @ fd-F a ma t o r
French 12 I ndustOyDE€rarpimgs By ye@aependent director
OlD % is defined a's {hdependemtadeéeretctaMhiewth® ameuastr
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Figure 5. Time Trend of Older Independent Directors by Firm Characteristics

Each plot in thidigure compares théme trend of the average percentageldénindependent directors (OID %)
betweensubsamples of firms creatddsed orthe following firm characteristcsMar k ejtSad & ,Gr owt h
Tobi PRNsOL, Qv e,ROFRt 0 ¢c k ,\WRoeltauarniblii rt ny. INAtgpeasef R&D we first divid
itho two groups based on RE&Perhemwmta fThem feR&P 1t svenp o Wil t
divide them into t woanmoaraeel i garno URpAIDFaleal stieédcha@ateristids, eve

partition our sampl&rms into two group$ased on the annual medianeaithcharacteristic.
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Table 1. Time Trends of Independent Director Age and the Frequency of Older Independent Directors

Paneglepfdhesannual meiamd eamaen dnemta ad)ie ddec di r e cpteorrc elnetvaegle,
of ol der indeQleBh)chenrdt t chier ©intBd nmaaglertolfy firm | evel. Ol D:
independent directorsOwWboadefaneldeast it @s® i ymedaerpse modaednd
directors who ar ®©l dajoeastyi 8¢ adagpubael o |tald. dordeosatoff

'smi ndependerng &5 rexd owiode tPhaenaemd sBe .r epor t sOltDhfebrannu al

fi
firms fntbeaekrRamemdluxstry groups.

Panel A: Full sampl e

| ndepdainrdentto OID % Ol D Ma( @k 1

N (# N (#
YeadirecMea Medi firr Mean Medi Me an Me d i
199 9,39509. 60 1, 41 0.32. 0. 3¢ 0.266 0.0C
199 9,716Mm2 60 1, 4: 0.31° 0. 3¢C 0.260 0.0C
200 9, 3559, 60 1, 41 0.31: 0. 2¢ 0.255 0.0¢C
200 9,6559. 60 1, 4: 0.29¢{ 0. 2¢ 0.248 0.0C
200 8,3160. 61 1, 21 0.31( 0. 2¢ 0.245 0.0C
200 8,8060. 61 1, 2° 0.30« 0. 2¢ 0.233 0.0C¢C
200 8,9760. 61 1, 2¢ 0.31¢ 0. 3¢C 0.243 0.0C
200 8, 98¢60. 61 1, 2¢ 0.31¢ 0. 3¢C 0.248 0.0C
200 8,9760. 61 1, 2° 0.33: 0. 3¢ 0.259 0.0C
200 9,6061. 62 1, 2¢ 0.34: 0. 3¢ 0.275 0.0C
200 10,6 61. 62 1, 3¢ 0.36! 0. 3¢ 0.319 0.0C
200 10, 1761. 6 2 1, 3¢ 0.38 0.31 0.346 0.0C
201 10, 3 62. 63 1, 3¢ 0.40:. 0. 4¢C 0.381 0.0C
201 10, 2 62. 63 1, 3¢ 0.42:. 0. 4¢C 0.416 0.0C
201 10, 4 62. 6 4 1, 3¢ 0.44° 0. 4¢ 0.466 0.0C
201 10,6 62. 6 4 1, 3: 0.46( 0. 4¢ 0.483 0.mC
201 10, 6 63. 6 4 1, 2¢ 0.46¢ 0. 5¢C 0.501 1.0C¢C
Tot 164, '61. 62 22, & 0.36( 0. 3¢ 0.319 0.0C
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Table 2. Regression analysis of the Frequency of Older Independent Directors

Thistabler eports the multipanmrdanteaigrede st emizt didir ef dieopre nd e nt

i ®1 D %,eddefsint he pescentdagendfna
to 1 for 1998, 2 for 1999 and so dbuml- Dumllare the indicators for hFamaFrenchl2-industry classification, with
Industry 12 (Othersas theomitted industry grougdn column(4), the industry fixed effects are based on the FRreach 48

dii r mThe tione teendwdriablé@arisequd 5

or

industryclassificationIn parentheses atestatistics based on standard errors adjusted for heteroskedasticity and clustering at
thefirm level. Syerscripts ***, ** and * denote significance at 1%, 5%, and 10%, respectively.

Year

Du in: Consumer
Dum2: Constwemer
Dum3: Manufact
Dum4: Energy
Dum5: Chemical
Dum6: Business
Dum7: Tel ephon
Dum8: utilitie
Dum9: Whol esal
Duml0: Healthec
Duml1l: Finance
Log market cap

ROA

Stock return
Sadgea owt h
Tobin's Q

R&D

Leverage

Volatility

Log firm age
CEO quality
Industry fixed effects

Year fixed effects

N
Adjusted R

(1) (2) (3)

0.013 0.012 0.012

(22.2 (22.3 (18.8

0. 01! -0.02.
(0. 82 k1. 22
0.061 0.057
(2.0c¢ (1. 8¢
0. 01¢ 0.00¢
(1. 3¢ (0. 6:¢
0.02¢ 0. 03«
(1. 4z (1. 4¢
0.00¢ 0. 00!
(0. 47 (0. 42
-0. 055 -0. 02
4. 06 (1. 33
-0.01 0.011
(0. 44 (0. 3¢
0.040 -0. 00
(2. 47 (0. 11
-0.039 -0.039
(2. 72 (2. 62
0.02: 0.041
(1. 37 (2. 2¢C
0.032 0.021
(2. 3¢ (1. 3¢
-0. 00
(0. 30
-0. 084
1. 77
0.00¢
(0. 4¢C
0.007
(1. 37
0.00¢
(0. 4c:
-0. 134
1. 97
0.00¢
(0. 3¢
-0. 288
(4. 05
0.028
(4. 2c
-0. 000
(0. 02
N o Yes Yes
N o N o N o
22,56 22,56 22,56
0. 06 ¢ 0. 09¢( 0. 10«

4

o

[EEY
o

NoOoOoulo

NY L ) rn N 2y
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Table 3. Summary Statistics of Independent Director Attributes and Firm Characteristics

Panerle pAd htes s usntneatrjymeé ac s 0 8 Indep)dn d erctt or
independebél dwréstpear s
bet ween

t he

si mpobmpare atpe st s
denote significance at 1%, 5%, and 10%, respectiiéinel B reports the u mmar y

characteristics,

Appendi x

Tabl e

Al.

governances.

ol d

and
t he

c o |Tuhmen

attributes,

| (a2s)t

ft omro

Wi |
tchod suem|

t w oSupenscoipisp*s, **ocahd *i ndepen

statistics
c hDeert aaci tl eerdi sdtei fcisniand neu tocf

Panel A. Summary Statistics (mean values) of Independent Directors

( 201 Ds

Age

Retired

Age at appoi
Tenur e
Coopted
Ownership

Bl ockhol der
No. of board
Financi al e X
(avail abl e s
For mer empl o
CEO of other
Executive of

( INo-®I Ds

(2
Di ffer
12.720
0.220*
7.720%*:
4,882*"
0.171*
.013%
-0.003*
01 1*2* *
0.004
0.002*
0.116*
-0.123*
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Panel B. Summary Statistics of Sample Firms

Vari abl e N Mean Std P25 Medi P75
Firm characteristics

ROA 22,56 0.1z 0.0¢ 0.07 0.12 0.17
TobiQn' s 22,56 1.8t 1.1€ 1.1z 1.45 2.1¢0
Log mar ket 22,56 7.67 1.57 6.5¢ 7.54 8.67
R&D 22,56 0.0& 0.07 0.0C 0.00 0.03
Vol atility 22,56 0.11 0.0t 0.0€ 0.10 0.114
Firm age 22,56 275% 16.38 1300 2200 4200
CEO quality 22,56 050 1.92 -0.0¢ 0.26 0. 789
Governance characteristics

OID % 22,56 0.3€¢€ 0.3C 0.2C 0.33 0.5¢
E-i ndex 22,56 2.47 1.42 1.0C 2.00 4.00
Board si ze 22,56 9.4C 2.5t 8.0C 9.0011.0
Board indep 22,56 0.7z 0.1t 0.6& 0.75 0.85
Board owner 22,56 0.07 0.1C 0.01 0.02 0.07
Dual ity 22,56 0.5€¢€ 0.4¢ 0.0C 1.00 1.00
Busy board 22,56 0.24 0.22 0.0C 0.22 0.4¢
ID-bl ockhol de 22,56 0.04 0.1¢ 0.0C 0.00 0.0QC
Lorgnured | 22,56 0.1 0.17 0.0C 0.120 0. 25
Cooption 22,56 0.4t 0.3€ 0.1Z 0.50 0.8G¢
Outcome variables

Attend_| ess 149, 5 0.01 0.11 0.0C 0.00 O0.00OC
Number of ¢ 4,9 5 1.82 1.1C 1.0C 2.00 3.00
me mber shi ps

Committee ¢ 140,9 0.31 0.4€¢€ 0.0C 0.00 1.00
Adit and ¢0 4,4 5 . 1g 0.3€ 0.0C 0.00 0.00
commi ttee m

Audit or €0 4,4 9 (.24 0.42 0.0C 0.00 0.00
commi ttee ¢

Tot al compe 20,22 8.1z 1.01 7.4z 8.15 8. 814
Cash intens 20,22 0.37 0.2¢€¢ 0.1€ 0294 0.52
Equity inte 20,22 0.4t5 0.2€ 0.2¢€¢€ 0.50 0.65
Di scretiona 17,87 0.0C 0.04 0.0z 0.006 0.02
Rest at ement 22,56 0.0¢ 0.2¢ 0.0C 0.006 0.00QC
Il rregul arit 22,56 0.0t 0.21 0.0C 0.00 0.00QC
Di vidend 22,56 0.01 0.01 0.0C 0.00 0.02
Repurchase 22,56 0.0z 0.04 0.0C 0.00 0.03
Tot al payou 22,56 0.0& 0.04 0.0C 0.02 0.05
Acquirer CA 3,643 0.0C O0.71 0.0 0.00 0.03
Forced turn 12,38 0.0z 0.1€ 0.0C 0.00 0.00CQC
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Table 5. Regressions of Independent Directors’ Board Meeting Attendance, Committee Membership and Chairmanship
This table reports regression analysidbod ar d me et i, hogrd eomrmitee@ ™demhbecskip and chairmanship. The sample is restricted to independent direlgtors. Eac
observation is a directdirm-year. The dependent variable fmiumn(1) isAt t end _l,esamdbcptbr equal to one if an independ
a f'srbmard meeti ngs i n The dgpendentyvariabferdolumme(2) & the numberofconsméttee memberships on the audit committee, compensation
committee, nominating committee and governance committee. The dependent variabliegnion(3) is an indicator variable equal to one if a director is the chairfhanyo
committeeand z er o The dependentivasiable foolomn(4) is an indicator variable equal to one if a directoraitgitherthe audit committeer the compensation
committee.and z er o Thetdépendemt variable feolumn (5) is anindicator variable equal to one if a director is the chairman of the audit committee or the
compensation committea,n d z e r o Caumh(®) e svi B@aRotsson countregressidaho | wsMhbh) a(B)d e(s3t)i mat e a | i mpaenhegesaccb abi | it
t-statistics based on standard errors adjusted for heteroskedastidtyeataklevelclustering. Superscripts ***, ** and * denote significance at 1%, 5%, and 10%, respectively.

(1) 2) ) (4) (5)
Attend_I| es Number of Committee Au doictompens Audit or c¢
member s hi committee committee
Director characteristics
OID 0.003** 0.004 -0.014=**=x -0.007** 0.019=**~*
(2.25) (0. 64) (-3.27) (2. 04) (5. 04)
Number of board seats oo@* 0.005 0.008**~* 0. 003+ 0. 009** =
(1.78) (1. 45) (4. 11) (1.92) (5.22)
CEO director 0.005%* *~* 0. 036*** -0.020%* *~* -0.002 0.021**~*
(2.58) (4. 38) 4. 12) (0. 41) 4. 90)
Ownership -0.155* -0. 078 0.237 -0.521**~* -0.053
k1. 87) (0. 17) (1.11) (2.97) (-0. 28)
Tenure -0.000 0.008* ** 0.015%**=* 0.001~*+* 0.010**~*
(0. 27) (6. 34) (33.65) (2.42) (25.83)
Coopted -0.002 0.016* -0.001 0.005 -0.001
(k1. 40) (1. 84) (0. 21) (1. 35) (0. 33)
Firm characteristics
Log market cap 0. 005* ** 0. 019**~* -0.003* -0.003* -0.000
(6. 26) 4. 07) -1.79) (k1. 83) (0. 08)
ROA -0.007 0.102*+* 0.101%**~x 0.014 0.081**~*
(0. 66) (2. 46) (3.58) (0.60) (3.17)
Tobin's Q 0.002%**~x 0.007* 0.007**~* 0. 005* *~ -0.006***
(3.15) (1.81) (-3.58) (3.29) (3. 63)
R&D -0.001* -0.003* 0.000 -0. 001 0.000
k1. 94) -1.71) (0.13) (0. 89) (0. 30)
Volatility -0.011 -0.072 -0.096** 0. 099* *~* -0.044
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65)

(-0 .
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Industry fixed effects
Director fixed effects
Yearfixed effects
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Table 6. Regressions of CEO Compensation

This table reports the OLS regression analysis of CEO compensation. The dependent vacalblarigl )-(3) isTotal compensatiothen at ur al | ogar it hm of t
of t he C&Oal ann uEhtdepgenden anmablaftolunon()-(6) isCash intensitythepr opor ti on of t ot al annual CEO comp
The dependent variable foolumn(7)-(9) is Equity intensitythepr opor ti on of total annual CEO c¢ o mp elnmithesesiatet hat co

statistics based on standard errors adjusted for heteroskedastidityratel/el clustering. Superscripts ***, **  and *ehote significance at 1%, 5%, and 10%, respectively.

1) 2 (3) 4) ) (6) ) (8) 9)
Total compensation Cash intensity Equity intensity
OID % 0.115 0.047 0. 04.
(2. 47 (2.0 (2. 3€
Compensation committee OID % 0.083 0.051 0.04¢ 0. 02¢ -0.04!' -0. 02
(2.6 (2.0 (2.1 (2.0 (2.3t (1.97
Log market cap 0.431 0.4320.227-0.058-0.057-0.0320.0540.0540.039
(32.7 (382.¢ (9.1 (15.8 (15.6 (4.2¢ (14.  (14."' (4.5
ROA 1.103 1.0910.478-0.122-0.12C 0.04 0.1450.142 0.10¢
(6.5C (6.4 (3.4 (2.64 (2.61 (0.9€¢ (2.86 (2.7 (2.1
Stock return 0.225°"0.2250.168-0.0323-0.0383-0.0220.01270.0127 0.01:
(123.1 (13.: (11.: (6.2¢8 (6.2€ (4.323 (3.0 (3.0 (1.7
Tobin's Q 0.076 0.0760.072-0.017-0.017-0.0170.020" 0.0200.021
(5.11 (5.0 (5.2 (4.54 (4.6C (4.14 (4.6 (4.6 (4.6
R&D 1.0712"1.052 0.15-0.371-0.36¢ 0.060.5130.517 0.14
(4.81 (4.7 (0.5C (.87 (-.8C (0.6C (7.8 (7.8 (1.2
Volatility 1.3381.320 0.04-0.342-0.3422 -0.19(0.3880.391 0.16.
(5.3t (5.3 (0.1t (5.01 (5.0t (2.31 (5.5 (5.6 (1.8
Log firm age 0.01¢t 0.01 -0.080.0190.01290.070-0.034-0.034-0.11c¢c
(0.81 (0.7 (12.24 (3.4 (3.4 (3.1 (5.6¢€¢ (5.64 (4. 3¢
CEO quality 0.007 0.00 O0.00 -0.00 -0.00 -0.00 O.00 O.00 ©O0.0O
(1.5 (1.5 (0.8 (1.17 (1.12 (0.4C (1.5 (1.5 (0.4
E-index 0.040 0.0380.032-0.021223-0.012% 0.00 0a2a**0.0120 0.00O0
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Board size

Board independence

Board ownership

Duality

Busy board

ID-blockholder

Lorgenured

Cooption

Industry fixed effects
Firm fixed effects

Year fixed effects
N
Adjusted R

I D

%

-0.864
(5.39
0.095"
(4. 4¢€
0.165"
(3.6¢€
0.088
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0.161
(2.63
0.00
(018)
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Yes
20, 22
0.53¢

(5.0 (3.6
0.00 0.00
(1.3 (0. 2
0.280 0.207
(3.4 (2.5
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(-5 .59 4. 37
0.094 0.01
(4. 4 (0.7
0.163 0.01
(3.6 (0. 2
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(1.7 (1. 4
-0.15. -0.04
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(0. 2¢ (2. 7€
Yes N o
N o Yes
Yes Yes
20, 2 20, 2
0.53 0.72

(6.0¢€
0.00
(0. 83

1-0.12C

(4. 97
0.300

0.00
(0. 73
-0.04¢9
(3.71
0.03:
(2. 0€
0.076
(4.1

-0. 034-0.

(3.67

Yes
No

Yes
20, 2.
0. 33

(5. 9¢
0.00
(0. 8E
0.127
(5. 31
0.288
(6.3
0.00
(0.9
0.04
(3.7
0. 03
(1. 9¢
0.072
(3.9
034
(3.71

~lI O 0

Yes
N o

Yes
20, 2
0. 32

k1L.67 (4.5 (4. 4 (1.2
-0.00 0.00O0 0.00 0.00
(0.44 (0.6 (0.6 (0. 4
-0.06(0.0930.099 0.014
(2.1t (3.5 (3.8 (1. 4
0.195-0.315-0.30€&-0.18¢8
(3.3 (6.92 (6.62 (3. 33
0.00 -0.00 -0.00 -0.00O0
(0.1 (0.6¢ (0.5¢ (0. 823
-0.01 0.0410.041 0.00
((1.1€ (2.8 (2.8 (0.3
-0.02 0.03¢ 0.03¢ 0.02
-k1.24 (2.4 (2.3 (1.5
0.03 -0.04{-0.054 -0.03
(1.9 (2.5¢€ (2.8¢ (1.9
-0.01 0.0370.0360.036
((1.02 (3.7 (3.6 (3.3
N o Yes Ye s N o

Yes N o N o Yes
Yes Yes Yes Yes
20, 2. 20, 2 20, 2 20, 2.
0.52 0.20 0.19 0.41
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Table 7. Regressions of Earnings Management and Restatements
This table reports the regression analysis of earnings management areinessts The dependent variable dolumn (1)-(3) is Discretionary accrualsthe performance

adjusted discretionary accruals. The dependent variabteliomn(4)-(6) isRe st a taenmeimtdi cat or equal to 1 i f tdteatfae memtsa bfsce
t hat f iThecdapendgnevariahle foolumn(7)-(9)isl r r e g,walnariintdy cat or equal to 1 if the firm subsequent]
and the restatement Cobusmb)8ss iefsitd dnaa = i€rarl addnsfl 4a)reigt(ygBg)s iedsit )i , maa red a c®lr asimin(t6() 19 gagnrde s s |

estimate a condi tniparenthdses atest@tistics basedgon standard @rmors adjusted for heteroskedasticitynatel/el clustering Superscripts ***, **,

and * denote significance at 1%, 5%, and 10%, respectively.

1) &) ®3) 4 ®) (6) Q) 8 )
Discretionary accruals Restatement Irregularity
OID % 0.006 0.129 0. 08"
(3. 1¢ (2.5 (1.9
Audit committee OIDAo 0.004 0.00 0.15€¢0.603 0.157% 0.571
(2.9 (1.9 (2.1 (3.1 (2.4 (2.4
ROA -0.035 0.03t 0.01 -1.036-1.02C-2.427-1.®*%* -1.054 -2.54:
(4.10 (4.0¢ (1.0 (3.61 (3.5t (3.4C (3.02z (2.9t (2. 3¢
Tobin's Q 0.002 0.0020.003 -0.01 -0.01 -0.02 0.00 O0.00 ©0.02
(3.6¢ (3.5 (2.9 (0.82 (0.77 (0.3 (0.0 (0.1 (0.3
Log market cp -0.00. -0.00 O0.00O -0.00 -0.000.314 0.02 0.02 0. 447
(0.41 (0.34 (1.6 (0.29 (0.31 (3.8 (0.9 (0.9 (3.6
R&D -0.052 0.052 0.02 -0.93t -0.90:4.468 -1.18:. -1.14"' -5.471
(.54 (5.51 (1.1 (2.24 (2.1&5t (3.0¢ (2.2C (2.18 (2.52
Volatility -0.047 0.04¢8 -0.00 1.035 1.05C 0.29 2.1952.216 2.75
(4.30 (4.323 (0.0¢& (2.1 (2.1 (0.2t (3.5 (3.5 (1.5
Log firm age 0.002 0.002 0.00¢ 0.00O 0.00 -0.44 0016 -0.01 O0.49
(2.7t (2.7 (2.2 (0.2. (0.2 (1.32 (0.2€¢ (0.2€¢ (0.8
CEO quality -0.001 0.00: 0.00: 0.016 0.01¢ 0.03 0.01 0.01" 0.014
(2.29 (2.3% (2.4 (2.0 (2.1 (1.6 (1.8 (1.8 (1.7
E-index 0.00: 0.00 -0.00 0.031-0.03¢ 0.012 -0.04.-0.04: -0.05
(0.81 (0.8 (0.8¢ (2.03 (2.01 (0.2 (2.0€& (2.0€ (0. 7¢%
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Board size

Board ndependence

Board ownership

Duality

Busy board

ID-blockholder

Lorgnured

Cooption

Industry fixed effects
Firm fixed effects

Year fixed effects
N

(-1 .
0.
(-1 .
-0
(-0 .
0.
(0
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(-1 .
0.
(-0 .
0.
(0
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(0
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N o
Ye
17,

. 001
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00!
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. 2¢€
00:
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00.
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S

s
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Yes
17,

8

-0.00 -0.01 -0.01
k1.67 (0.92 (0. 9:
-0.00 -0.32¢%t -0.32"°
(1.1&5 (2.07 (2.0¢
0.00 -0.12 -0.14
(0. 8 (0. 60 (0. 6E¢
-0.00 -0.02 -0.02
(0.0¢ (0.71 (0. 7G:¢
-0.00 -0.08 -0.08
(0.0 (0.81 (0. 8¢
-0.00 -0.15 -0.15
(0.127 (1.48 (1. 47
0.00 -0.03 -0.08
(0.1 (0. 33 (0. 6¢
0.00 -0.14z -0.14:
(0.6 (-2.23 (2. 2E¢
N o Yes Yes
Yes N o N o

Yes Yes Yes
17, 8 22,5¢ 22,5

N o
Yes

Yes
8,17

Yes
N o
Yes
22,5

0.00 0.02
(0. 4 (0.5
-0.18 -0.33
(0. 923 (0.5¢
-0.10 1.89
(0.42 (1.8
-0.03 0.28:
(0.62 (2.0
-0.25 -1.16¢€
k1.91 (3. 2¢€
0.05 0.38
(0. 4 (07)
-0.09 0.00
(0.5¢ (0.0
-0.12 0.18
k1.42 (0.8
Yes N o

N o Yes
Yes Yes
22,5 4,23
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Table 8. Regressions of Dividend, Repurchase and Total Payout
t he pQlyS urte g rTehses idoenp eanndaelnyt s ivsa ra fa bfliero rnsssii(E3p) u, r cdhi avsi edserraldi ¢ @ ddi evdi  dbe

0

f

repur chas e so lausr?(Rihparahtbasats atestdtisticsi bdseddon stapdanth arrods adfusted a p

for heteroskedasticity arfitm-level clustering. Superscripts ***, ** an#i denote significance at 1%, 5%, and 10%, respectively.
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Table 9. Regressions of Acquirer Returns
This table reports the OLS regression analysis of acquirer setlire dependent variable is theu mu |l at i v e
abnor mal ret-diaynswiotvggo @)t (hewtber e day O is the Bmnnounce
parentheses arestatistics based on standard errors adjusted for heteroskedasticifiynasbelvel clustering.
Superscripts ***, ** and * denote significance at 1%, 5%, and 10%, respectively.

(1) 2)
OID % 0.015*" 0.024"
(2.88) (2. 44)
Relative deal size -0.015*" -0.016*
(-3.06) (2.52)
Public target -0.019*" 0.021~*"
(-5.40) (-4 .99
Private target -0.006* 0.004
(-2.11) 1. 14)
% Deal value paid by cash 0.001* 0.000¢* "
(1.84) (2.26)
Tender offer 0.006 0.008
(1.12) (1.27)
Hostile deal -0. 013 -0.010
(-0.72) (0. 48)
Diversifying deal -0.004* -0.001
(-(1.69) (-0.28)
Log market cap -0. 003*" -0. 002
(-3.04) (0. 53)
ROA -0.046*" 0.017
(-2.67) (0.52)
Tobin's Q 0.003** 0.005*~
(3.34) (3.07)
R&D -0.081*" 0.038
(-4.87) (1.02)
Volatility 0.039 0.120*:
(1.34) (2.15)
Log firm age 0.002 0.010
(0.97) (0. 74)
CEQuality -0. 001 0.001
((111) (0.86)
E-index -0.001* -0.004*
1. 82) (175
Board size -0. 001 0.000
(-0.79) (0.04)
Board ndependence 0.007 0.021
(0.76) (1.32)
Boardownership 0.006 0.011
(0.38) (0.32)
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Duality

Busy board
ID-blockholder
Lorgnured
Cooption

Industry fixed effects
Firm fixed effects
Year fixed effects

N
Adjusted R

0.003
(1.32)
0.005
(0.92)
0.001
(0.19)
0.011
(1.51)
0.002
(0.47)

Yes
N o
Yes
3,643
0.082

0.004
(0.95)
0.0009
(0.88)
0.002
(0.18)
0.002
(0.13)
0.008
(1.25)

N o
Yes
Yes
3,643
0.173
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Table 10. Regressions of Forced CEO Turnovers
This table reports the regression analysis of CEO turnover. The dependent variableeid turnover an
indicator equal to one if a firm experiences a fdr€&£O turnover, and zero otherwigerformancas measured
by the industryadjusted ROAn columrs (1)-(2) andthe marketadjusted stock retusin columrs (3)-(4).
Columrs(1) and(3) e s t i anPeobitaegressigandcolumns (2) and(4) e s t i amantliienal Logit regression.
In parentheses atestatistics based on standard errors adjusted for heteroskedasticfiymatel/el clustering
Superscripts ***, ** and * denote significance at 1%, 5%, and 10%, respectively.

(1) ) 3) @)
Industry-adjusted Marketadjusted
ROA stock return
OID % -0.07 0.32 -0.10 0.69
(0.40 (0.4 (O0O.75 (1.1
Performance 2.67! -1.74 -0. 82 0. 30
(12.71 (0.97 (1.43 (0.84
OID % * Performance 3.185 7.935 0.50:z 1.32¢
(2.3 (2.0 (13)8 (1.8
Log market cap 0.00 -0.583 0.01 -0.846
(0.2 (2.99 (0.64 (4.03
Tobin's Q -0.099 0.16 -0.150 -0.18
-2.84 (1.00 (4.24 (1.04
R&D -0.92t -4.02 -0. 30 -1.87
(2.02 (1.40 (0.7212 (0.79
Volatility 1.9%3* -1.65 2.463 =-1.07
(2.9 (0.52 (4.3 (0. 37
Log firm age -0.00 -0.57 -0.00 0. 66
(0.09 (0.56 (0.10 (0.67
CEO quality -0.00 0.03 -0.00 0.01
(0.10 (0.8. (0.20 (0. 4.
E-index -0.01 -0.11 -0.00 -0.10
(0.58 (0.81 (0.30 (0.74
E-index * Performance 0. 26 0.63 0.01 -0.09
(+1.55 (0.8: (0.2 (0.85
Board size 0.01 0.06 0.01 0. 09¢
(0.9 (1.1: (1.61 (1.6
Board size * Performance -0.08 -0.81t -0.00 0.03
(0.85 (2.31 (0.11 (0)6;
Board ndependence 0.33¢f -0.50 0.21 0. 41
(1.8 (0.69 (1.2 (0. 57
Board ndependence * Performance 2.23 4. 84 0.20 1. 34
(1.3 (0.75 (0.5. (1.3,
Boardownership -0.61: -1.68 -0.531 -1.12
(12.77 (2.120 (1.65 (0.98
Boad ownership * Performance -1.20 -10.8: -1.13 -2.53
(0.45 (0.94 (1.43 (1.31
Duality -0.243 -0.524 -0.193 0. 447
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Duality * Performance

Busy board

Busy board * Performance

ID-blockholder

ID-blockholder * Performance

Lorgnured I D %

L o Age nur e*dPerforhante

Cooption

Cooption * Performance

Industry fixed effects

Firm fixed effects

Year fixed effects
N

(4. 63
-0.69
(1. 45
0.07
(0.6
-0. 80
(0. 88
0.10
(0. 7.
1.20
(0. 9!
-0.20
(1. 24
-1. 38
((1.02
0.418
(4.7
0. 96
(1. 42

Yes
N o

Yes
12, 3¢

(3.72 (2.35
0.14 -0.20
(1.24 (0.68
0.13 0.41

(1.1: (0.7
0.32 0.67
(1.3. (1.0.
0.02 0. 27
(0.1 (0.5.
0.32 0.50
(1.0 (0.6
-0.19 0.00
((1.22 (0.0

0.41 -0.08
(1.18 (0.10

-1.159 0.496 -1. 056

3.
0.
(0

N o
Ye
Ye
2,

45
96
. 3!

s
]
36

(5.7 (3.30
0.27 -0.53
(1.59 (1.15

Yes N o
N o Yes
Yes Yes

12,3¢ 2,33

55



Table 11. Regressions of Firm Performance
This table reports the OLS regression analysis of firm performance. The dependent vasiablé isROATOr s
columrs (1) and (2) and@ o b i rodcelun®s(3) and (4)In parentleses aré-statistics based on standard errors
adjusted for heteroskedasticity afirtin-level clustering Superscripts ***, ** and * denote significance at 1%,
5%, and 10%, respectively.

(1) (2) 3) (4)
ROA Tobin's Q
OID % O0.m** 0.00C -06@&8** -0.149
(3.03 (1.99 (2.49 (2.60
Log market cap 0.017 0.023 0.277 0.248
(15.¢ (13.¢ (18.¢ (11. 72
R&D -0.317 -0.231 1.880 -1.241
-k11. 4 (.80 (5.3 (1.97
Volatility -0.265 -0.01 -0.52 1.6%1%
(9.13 (0.69 (1.39 (3.9,
Log firm age -0.013 -0.00 -0.229 -0.476
(-5.55 (0.75 (7.25 (4.56
CEO quality 0.002 0.00 0.026 0.00
(4.3. (0.6 (4.121: (0.9
E-index -0.00 -0.00 -0.01 0.00
(0.77 (2.03 (1.38 (0.38
Board size -0.005 -0.001 -0.077 -0.0140
(8.82 (3.09 (10. 8 (5. 80
Board ndependence -0.01 -0.00 -0.15 -0.13
(1.56 (0.72 (1.38 (1.42
Boardownership 0.078 0.04 1.651 0.70
(2.3 (1.3 (3.7 (1.6
Boad ownership -0.12¢ -0.06 -2.587 -1.20!
(1.97 (1.13 (2.90 (1.65
Duality -0.00€ -0.00:-0.070 -0.04¢
(2.57 (1.98 (2.64 (1.98
Busy board -0.026 0.00¢-0.278 -0.07
(-5.04 (2.06 (4.03 (1.34
ID-blockhotler 0.014 0.00¢ 0.212¢ 0.07
(2.0 (1.7 (1.7 (1.6:
LoAgnured | 0.023 -0.00 O0.348 0.01
(3.1. («0.62 (3.3 (0.1
Cooption 0.00 -0.00 0.00 0.01
(0.7 (0.09 (0.0r" (0. 2:
Industry fixed effects Yes N o Yes N o
Firm fixed effects N o Yes N o Yes
Year fixed effects Yes Yes Yes Ye s
N 22,3¢ 22,3¢ 22,3¢ 22, 3¢
Adjusted R 0.32 0.71 0.31 0.609
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Table 12. Regressions with Instrumental Variable

presentstagecespt mabhsesbhheemsatabdovariabl e
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bnetvatiystil os phaeead hesest andatyg emmdor s

firm-level clustering Super scri pts **=*, , and denote significance at 1%, 5%, and 10 %,
1) (2) 3) 4) (5) (6)
To al Cash Equi Di scr et
. . Rest at Il rregt
compen: i nten i nten accru
Compensation R i Auditcommittee
committeedID % 0.977 0. 14 0.16 oID % 0.061 1.085 1.559
(3.04 (1.8 (k1. 87 (2.42 (2.6t (3. 0!
Contamni alvl € Ye s Yes Yes Control Yes Yes Yes
Industry ai Yes Yes Yes I_ndustry Yes Yes Yes
effects fixed ef
N 20, 22 20, 2. 20, 2. N 17,87 2569 2569
(7) (8) 9) (10) (11) (12) (13) (14
. . Tot a Acqui .
Repurc Di vic DO U CAR Forced tur ROA Tobin
Ol D % -0.062 -0.02 -0. 06 -0. 0§ 2 -0. 943 -0.90 -0. 23¢ -0.91
(2. 70 (-1. 9¢ (-2. 3" (-2. 30 (-5. 258 (-1. 6¢ (-3. 0E¢ -1. 7!
Ol D*%Perfo 18. 77 3.75
(2.4 (1.8
Control v al Yes Yes Yes Yes Yes Yes Yes Yes
Industry ai Yes Yes Yes Yes Yes Yes Yes Yes
effects
N 22,56 22,5 22,5 3,64 12, 3. 12, 3 22,3 22,3
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Table 13. 2SLS Regressions of Firm Performance: Evidence from a Regulatory Shock
This table presentsttee csh d g e

estimati on

12 except that all the variables are measured as changesr t h e
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clustering Superscripts ***, ** and * denote significance at 1%, 5%, and 10%, respectively.
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resul t s obfifm perforsmanceu me nt al
around the NYSE and Nasdaq regulation issuance in 2003. The sample is restricted to firms that are listed on
NYSE or NasdadThe specifiations are similar to those in the firm performance regressions in Panel A of Table

e v-2 0 OThedependentvarialie0 0

is the change iROAfor column (1) and the change ifiobind s forzolumn(2). We define compliant firms as

firms that had a majority f
We instrumentCh a n g@l Bowi tNIwb n ¢ o mp &aniinglicatorevariable that equals orighie firm was
noncompliant and zero otherwise. The coefficientd of n ¢ 0 mpilni atnksee afgier srte gr essi ons
b lo parentmeses atestatistics based on standard errors adjusted for heteroskedasticiiynatel/el
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Table 14. Event Studies

This table presents wo event studies. Panel A reports the annou
policy changes. The detaibf the retirement policy change sample are described in Appendix Table A3. Panel B

reports the announcement returns of old independent director appointments. The detailed construction of the OID
appointment announcement sample is described in Appendile 7&4. CAR is theannounpemeé o td
cumul ati ve abnordmaayl erveetnul nwsilnodvosirt(la €8vent date 0 being
Abnor mal returns are comput ed bfaascetdo ro nmatrhkee tc omeofdfeilc ieesr
daily stock reayrwis2b@ @) ( ahd PbHhWVeiCRISPedalaturn as the

Panel A: Announcement Effects of Director Retirement Policy Changes

Full sam Clean sampl e
Mean CAR 0. 907 %* * 0. 620 %* *
pval ue ( 00 10) (0.023)
Medi an CAR 0. 764 %** -0. 685 %* * *
pval ue (0.001) (0.001)
Panel B: Announcement Effects of Old Independent Director Appointments
Full sar Noproxy s Clean sa
Mean CAR -0. 205 %* -0. 187 %* 0. 197 %*
pval ue (0.023) (0.065) (0. 078)
Medi an CAR 0. 229 %*" 0. 212 %* 0. 217 %*
pval ue (0.008) (0.035) (0.042)
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an executive at another firm in the sarp@i@it SIC industry as the acquisition target. In Pandl @,r G uiit fs

equal

defined as the average standard deviation of annual stockséburall firms in the industty L o g

Table 15. Heterogeneities in the Effect of Old Independent Directors

This table reports analysis of heterogeneities in the OID effect. In Panel@\Pais defined as busy if he/she holds 3 or

more directorships of public firms. In Panel B, an OID is defined as having acquisition experience if he/she has
participated in at least one acquisition made by another firm where he/she served as a daaagecutive during the
previous 10 years. An OID is defined as having target industry experience if he/she has previously served as a director or

to 'snendbéstaryiexmperiences a

an indiceé
t la Pandl D, industty votafilitg is y ear
fsi rdre fd gnee di

C

the [ ogarithm of the number of years that a firm exist:
sales. Number of segments i s the nuTmbiadicatasHi gohu sa dhveissso rsye
i equal t o onse iinfdu(slt)r ya vfoilrami |l ity is above Btbe medibaho
annual me di asn ;s aolre s( 3g)r cawtfh rime above the annual medi an;
ander or wittleskow advi sodycated i s EHpgghl atoilmpenthesessated

statistics based on standard errors adjusted for heteroskedasticfisnadelel clustering Superscripts ***, ** and *

denote significance at 1%, 5%nd 10%, respectively.

Panel A. Regressions of Firm Performance: Directors’ Busyness

ROA Tobin's Q
Bu s@l B -0.039* -0.014* 0.%5* 0. B2~
(-5.51) -3.57) (-4 .95 (-3 .58
No-bu ©y B -0. 013 -0.001 -0.136 0.2z
(2. 35) (-0.17) (2. 20) (-2 .02
Di fference in coeffi -0.026* -0.013* 0.2%fr* 0. 205
(-3. 48) (-3.19) (-2 .38 -17D»
Control variabl es Yes Yes Yes Yes
| nduassnd fyiexaed ef fect Yes No Yes N o
Fimmd fyiexed effects No Yes No Yes
N 22,36 22,36 22,39 22,39
Adjusted R 0.323 0.713 040 8 070
Panel B. Regressions of Acquirer Returns: Directors’ Experience
Definition of exper Acqui sition Target indust
l nexpeOIl Bbnced 0. 022*** -0.014***
(-3.42) (-295)
Exper iOdrix ed 0.001 0.023***
(0.10) (4.42)
Difference in coeffi -0.023*~* 0. 037***
(2. 20) (-4.93)
Control wvariables Yes Yes
I ndustry and year f Yes Yes
N 3,643 3,643
Adjusted R 0. 062 0.057
Panel C. Regressions of Firm Performance: Import Tariff Cuts
ROA Tobin's Q
Ol & -0.016 -0.011 0.4 -0.6F
(2. 06) -k1.67) (0. 38) (-184)
Tari ff Cut -0. 006 -0. 015 -0. 294 -0. 248
k1. 76) k1. 80) (-227) (2. 15)
Ol ®* Tari ff Cut 0.032 0.048" 036 ** 012 *
(1.74 (2.24 (35p (25p
Control wvariables Yes Ye s Yes Yes
I ndustry and year f Yes N o Ye s N o
Firm and year fixed N o Yes N o Yes
N 3,895 3,895 4,153 4,153
Adjusted R 0. 358 0.691 0 .6% 0.9®
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Panel D. Regressions of Firm Performance: Firms’ Advisory Need

Proxy for advisory nee I ndustry volatild:@ Logrin age
ROA Tobin's ( ROA Tobin's (
Ol B*Low advisory need -0.023 0.0120 -0.12*** -0.206 -0.024 -0.009 -0.12** -021*7**
4. 20 (-3.79 (-381 (-3.86 (6.90 (2. 74 (2. 89 (-2 .09
Ol B*Hi gh advisory need 0.014 0.019:" 056 -0.01¢ -0. 00 0.0014 -0.1@® -0 .40
(1. 42 (3.43 (0. 36 (0. 19 (k1.18 (0. 88 (0. 22 (03D
Advisory need -0. 013 -0.009 03x** -0.466
(8. 04 k1. 94 (-420) (4. 06
Di fference in coeffici -0.037 -0.029 O0.26* -0.191 -0.020 -0.013 -0.9B8* -0.68B
(-3. 34 -4.91 (-379 (3.10 (4. 63 (2. 97 (-22 B -17 %
Control wvariables Yes Yes Yes Yes Yes Yes Yes Yes
I ndustry andgdctysar fi xe Yes N o Yes N o Yes N o Ye s N o
Firm and year fixed ef N o Yes N o Yes N o Yes N o Yes
N 22, 36 22,36 22,39 22,39 22,36 22,36 22,39 22,39
Adjusted R 0.30¢ 0.71:¢ 0.338 0720 0.301 0.67¢Z 0.76 0 .88
Proxy for advisory nee Sales growth Nulmer of segments
ROA Tobin's ( ROA Tobin's (
Ol m*Low advisory need -0.034 -0.014 -0.23** -0202* -0.015 -0.011 -0.&4 -0.0B**
(6. 45 (-3.23 (-49 % (-32 % (2. 66 (2. 39 (-26 9 (-322
Ol m*Hi gh advisory need 0.0014 0.007 0.401 -0 .80 0.001 0.001 0. 01: -0.M03
(0. 72 (1.57 (061 (-14 1 (0.19 (0. 11 (0. 20 (0. 56
Advisory need -0.013 -0. 00 ¢ 0.3®3 0.D2 -0.015 0.013 -041®** -0.2B**
(6.12 ((1.15 ( 11) (17.) (5.16 (4. 48 (-58 B (-4 .45
Di fference in coeffici -0.038 -0.021 -033%** -011*5** -0.016 -0.012 -0.£3 -0.2714
k11. 6 (8. 49 (-779) (-31 % (2. 46 (2. 15 (-20 38 (-28 B
Control wvariables Yes Yes Yes Yes Yes Yes Yes Yes
I ndustry andgdctysar fi xe Yes N o Yes N o Yes N o Ye s N o
Firm and year fixed ef N o Yes N o Yes N o Yes N o Yes
N 22, 36 22,36 22,39 22,39 22,36 22,36 22,39 22,39
Adjusted R 0. 337 0.72¢ 0.138 0.2%4 0. 5314 0.72:¢ 0389 076
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Appendices

Table A1l. Variable Definitions

Variable Definition

Firm characteristics

ROA Rati o of operating incomegsdbefCompeu:
Tobin's Q Rati o of market value dsfowGCGoep st
Log mar ket dThreat bUogklmriof ht he mar k éto uvGo eupeu sotfa t
R&D Rati o of research and d é&weulGopsmpeunstt
Vol atility Standard deviation of mont hly st«

(sor CRSP)
Log firm ageTheat toglarithm of the number of

CEO quality

(source: Compustat)

| nduasdijryst ed operating i n(csoomer qyg:0v

Governance characteristics

OID %

Local pool ¢
E-i ndex
Board si ze

Boandependenr

Boardowner ship
Duality
Busy board

The number of t oadepamge e nd6i 5Wiiarectadit
numtdr i ndependseonud &&) ect or s. (
Top 5 senamd oiffécttorss, whoaar et a
1500 f ihevesd gwivd rhithé s 1 0 0 jmé ¢ eshfei@afdnytul
(soukExecucomp and | SS

The Bebchuk et al (2009) ent (seonucr
| SS)

The number of diredstouldlsS&8) tting o
The percentragevhof adie(sdoqutdasSgmendent .
The aggregate percentage(soful sSKE3r e
An indicator equal to one if CEO
ot her(swo s5eS&)

The epnetracge of independent dir ectod

pubfliimmeud &&)

| bl ockhol de|An indicator equal to one if at |
0O otherwise. Bl ockhol der sr earoewniemw
finsmuil &&8)

LorgndurleD % |The percentage of independent di.r
Tenure is measured as the number
when t hé& dicragat csréso vilc®S)began.

Cooption The per dewndteagpgeen doefect or s who are app
assumes( soofuBExceeeucomp and | SS)

Outcome variables

Attend_l ess?7An indicator equal to one i f 7abn% i«
fi'smboard meetingssowin@&yero othe

Number of c¢cqThe number of committee member shi

member ships |committee, nominating commdul®@&h

Commi haeemanAn indicator variable equal to on
and zer o sootuheS&y)i se. (

Au doictompensal/An indicator variabl e telgaadudiot od

commi ttee mgcompatnison committee,soandS&)er o ot he

Audit or conAn indicator variable equal to o

committee chcommittee or the compensatsonl &S&m

Tot abeasesmt i @

Cash intensi

Equity inter

The natural | ogarithmsotothkhée dminlui
(SsouExecucomp)

The proportion of total annual CE
the amawntal ofcurrent aodopemsxeat i by
cC omp e n ssatuitoxne.c u(c o mp )

The proportion of total annual CE
and stocke.valhie odfs drmmpdailse dwpali wen
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Di scretionar

Rest at ement

Acctmgegul ari

Repurchase

Di vi dend
payout

Acquirer

Forced

stocksgatyetd®ohh mp e n sseotuiftoxne.c u(c o mp )
Per f orandgjnucset ed di scretionary accr

modi fied Jones model (Jones, 1991
: rr f - hﬁy : ﬁh YO i

We estimate the model wiFrkbhnohegéla
require at | east 10 observations
follow Kothasou€obenpusta2dP0o5s5) . (

An indicator equal to 1 if the fi
for thatarnds@adtsyamhri®s eand( Audi t A
An indicator equal to 1 if the fi
for t hat fiscal year and the re:

ot hersvo s@dé&(nd Audit Anal ytics)

The amount of r enpaurkceht a sceasp i¥Weaad €i ezdap!
repurchases as the purchase of <co
i n tahleue of the net number of prefi

amount i s |l ess than'sl%naofket he ap
repurchase amosicnuicCompsetatp zero.
The total amount of di virddmdas ydec

firm, snaa lked ky mi¢tualoiazpautsitoant )

The sum of repurchasesar artd dawpidgtua
Compustat)

Cumul ati ve abnorbwhdy rwveit2ud cn2s) (o vwehre r
annnocue ment dat e. To calcul ate expe
usi ng tvheei gvhalewde mar ket -draeyt up eirlipatde
(soulsd&€: and CRSP)

An indicator equal to one i f a fi
ot we g e.o uFraccet:i v a)
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Table A2. First-stage Estimates of 2SLS regressions

This table repetagetbetsmatibi EofitsdxrCa2ISUNBN) regresspons
col uMmMhB3 i n Zhandlleu(id) cor rceb p@@ha4 $§ nt DTdddepndént variableOID % and

is regressed against the local old director pool and all sestage controld. o ¢ a | o fp oG4 {2 saturdbgarithm

of the number oBenior executives and directors age 65 or alfimra firms headquartered in the same state as the

sample firm scaled by the number of firms in the state. The null hypothesis of weak instruments is rejected. In
parentheses aréstatistics based on standard errors adjusted for heteroskedasticitfirrarldvel clustering
Superscripts ***, ** and * denote significance at 1%, 5%, and 10%, respectively.

(1) (2)
Local pool of 0.044*+* 0.045**
(2.93) (2.95)
Log mar ket ca -0. 002 -0. 002
(0. 69) (0. 72)
R&D 0. 199** -0.197**
(2.91) (2. 88)
Vobatility 0. 189*" -0.191*"
(2. 43) (2. 46)
Log firm age 0.001 0.001
(0.13) (0.13)
CEO quality -0. 001 -0.001
-1. 42) (k1. 36)
E-i ndex 0.001 0.001
(0.18) (0.17)
Board size 0.002 0.002
(1.28) (1.28)
Boardndependenc 0. 073** 0. 074**
(-2 .69 (-2.80)
Boardowner ship 0.227*+* 0. 223*+*
(2.30) (2.27)
BoardownerPshi p -0.270 -0.261
(k1. 36) 1. 32)
Duality 0.0009 0.0009
(1.48) (1.45)
Busy board 0. 075*~ 0.075*~*
(4.93) (4.95)
| bl ockhol der -0. 034*" -0. 033*
-k1.97 (-1.95)
LorgndurileD % 0. 339*~ 0.340*+*
(16.53 (16.59
Cooption 0.019* 0.018*
(1.83) (1.80)
I ndustry fixe Yes Yes
Year fixed ef Yes Yes
Cr a@agn al dF-sWad ti
Weak identifi 33.89 34.11
Stoexokgo critic
(10% mavi malze 16.38 16.38
N 22,362 22,3093
Adjus’ted R 0.187 0.187
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Table A3. Details of Sample of Firm Director Retirement Policy Changes

Clean
Event type Full sample sample
1. Increase mandatory retire 51 35
2. Remove mandatory retireme 21 9
3. Extend the &exact retiren
birthday" to "upon the ni 11 8
birthday"
4, Wai ve mandatory retiremert 4 3
5. Gr ant t he board t he di ¢ 5 5
retirement age
6. All ow the board to appo 5 5
mandatory retirement age
Tot al number of events 91 59
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Table A4. Details of Sample Construction for Older Independent Director Appointment Announcements

Directors 65 or older at first appearance on a firm's board in ISS 2,213
-Appoint ment news is not available in 747
-Appointments by dual class firms 178
-Appoint ment news are several year s

appointments)agpa Healtew & han first app39
i ncumbent directors)
-Age is marginally below 65 in news i

: 86
(mostly for first appearance at the &
-Data around apmdil mtbrheenti ni sSCRSdPt/ |&5S/ CC36
Full sample 1,127
-Directors are elected in annual shar 154
Non-proxy sample 973
-Mul tiple appointment of directors 200
-Dividend/ repurchase/ stock split 36
-Top officer turanorvnearn/(PCEG/iAFM/tChViIi ce 22
-Merger/ acquisition/spinoff 15
-Earnings announcement 13
-Proxy contest 5
-Executive pay 2
-Raising capital 1
-Strategic plan to cut expenses 1
-Separation of CEO and Chairman titlel
-Move hemntgrs 1
Clean sample 676
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