	

	Variables
	
	Description

	Dependent Variables
	
	

	   Discretionary Bonusit
	
	An indicator variable which equals 1 if the CEO of firm i receives a discretionary cash bonus in year t, and 0 otherwise.

	   Formula Bonusit
	
	An indicator variable which equals 1 if the CEO of firm i receives a formula cash bonus in year t, and 0 otherwise.

	   Discretionary Bonus Weightit
	
	[bookmark: _Hlk199079556]The discretionary cash bonus that the CEO of firm i receives in year t scaled by the CEO cash compensation in year t. Cash compensation includes salary, discretionary cash bonuses, and formula-based cash bonuses.

	   Formula Bonus Weightit
	
	The formula-based cash bonus that the CEO of firm i receives in year t scaled by the CEO cash compensation in year t.

		Accounting Quality Variables
	
	

	   Big4it
	
	An indicator variable which equals 1 if the firm i is audited by a Big 4 auditor in year t, and 0 otherwise.

	   Earning Predict CFit
	
	Earnings’ ability to predict future cash flows of firm i in year t. It is measured by the incremental R2 derived from the difference between the R2 in the time-series regression of one-year-ahead cash flows on the current earnings and cash flows and the R2 in the regression of one-year-ahead cash flows on the current cash flows by firm.

	   Abnormal Accrualsit
	
	Abnormal accruals of firm i in year t estimated by a modified Jones model (Dechow and Sloan 1995; Jones 1991), which includes a performance control variable (Kothari et al. 2005). 

	   Accounting Quality1it
	
	A composite measure of accounting quality, which is the average of three standardized variables, including standardized Big4, standardized Earning Predict CF, and the opposite of the standardized Abnormal Accruals.

	   Accounting Quality2it
	
	A composite measure of accounting quality, which is the average of three ranks scaled by the number of observations. The sample observations are ranked by Big4, Earning Predict CF, and Abnormal Accruals (in decreasing order) in three separate ranking processes to obtain the three ranks of each observation.


Control Variables

		   Return Volatilityit
	
	The standard deviation of residual obtained by regressing firm i's 3-year monthly return ending before the start of the fiscal year t on a value-weighted market return.

	   ROA Volatilityit
	
	The standard deviation of return on assets of industries based on the 3-digit SIC code in the past 5 years from year t-5 to year t-1.




		   CEO Tenureit
	
	Number of years that the executive has served as the CEO of firm i until year t.




	
	
	

	Variables
	
	Description

	   CEO Dualityit
	
	[bookmark: _Hlk79393997]An indicator variable which equals 1 if the same person serves as both CEO and board chair of firm i in year t, and 0 otherwise.

	   B/M Ratioit
	
	The ratio of the book value of equity to the market value of equity of firm i at the end of year t.

	   R&D to Salesit
	
	R&D expenses of firm i in year t scaled by sales.

	   Lossit
	
	An indicator variable which equals 1 if income before extraordinary items of firm i is negative in year t, and 0 otherwise.

	   Sizeit
	
	Natural log of the market value of equity of firm i at the end of year t.

	   Leverageit
	
	The ratio of long-term debts to total assets of firm i at the end of year t.

	   Annual Returnit
	
	Buy and hold stock return of firm i in year t.

	   ROAit
	
	Return on assets of firm i in year t. Return on assets is the income before extraordinary items scaled by average total assets. 
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