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ABSTRACT

A Study on the Impact of Factors on the Range
of Executive Compensation of Unlisted Firms

Kim, Seung Hwan
Major in International Business
Dept. of International Trade

The Graduate School

Hansung University

Executive compensation is a key indicator of corporate transparency
and fairness, and is particularly prone to arbitrary and excessive
compensation in privately held companies with limited disclosure
obligations and external controls. This poses potential risks to corporate
sustainability and is inconsistent with tax equity. Current corporate tax
laws rely too heavily on formal requirements to regulate executive
compensation, which may not reflect actual business behavior.

Therefore, this study aims to analyze the problems of the current
executive compensation system and related regulations and to suggest
improvement measures. Through this, it is expected that realistic policy
alternatives considering the structural characteristics and disclosure
environment of unlisted firms can be presented and the transparency and

fairness of executive compensation can be improved. In addition, the
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purpose is to establish institutional improvement measures to link
executive compensation with the long—term sustainability of the company
and to promote tax equity.

Specifically, the first study summarized problems and improvement
measures from the perspective of appropriateness, reasonableness, and
fairness in the current corporate tax law, and the second study
summarized problems and improvement measures from the perspective of
independence, openness, and sustainability, which have not been well
addressed in existing studies, in relation to the executive compensation
system of nonprofit corporations.

This study addresses the issue of the distinction between labor costs
and dividends and the resulting taxation of executive compensation in
corporate entities. In particular, it focuses on disputes with tax authorities
over the nature and excessiveness of remuneration paid to executives in
privately held companies whose shareholder structure consists of one
person or family members, and whose executives are also one person or
related parties. The relevant provisions of the Commercial Code and the
Tax Code are reviewed and the conflicts between them are pointed out.
The study suggests that in order to ensure the legitimacy and legality of
executive remuneration, companies need to make additional efforts to
ensure the fairness of remuneration decisions in addition to complying
with commercial law procedures. It recommended that tax authorities
should establish detailed standards for executive compensation and
introduce a pre—examination procedure to protect the predictability of

companies and reduce unnecessary tax disputes.

Keywords: Unlisted Firms, Executive Compensation Range, Tax Deduction

Regulation, Independence, Openness, Sustainability
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