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Abstract 

The aim of this research is to examine the influence of earnings management, auditor quality on the 

Future Earning Response Coefficient, moderated by Financial Performance and Size and CAR as 

control variables. This research uses secondary data in the form of banking sector financial reports 

listed on the IDX in 2017-2022. The number of samples used in the research was 41 companies, so 

the total observations were 205 financial reports. Panel data analysis method using Eviews. The 

results of this research prove that 1) Earning Management has supported to have a positive and 

significant effect on FERC; 2) Audit quality is supported to have a positive effect on FER; 3) ROE is 

not proven to be a moderating variable in the FERC function so that the influence of EM and KA 

which are moderated by ROE on FERC is not supported. 
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INTRODUCTION 

Thei i importancei of a company's e iarni ings i is de imonstrateid by the i fact that thei valuei of 

a company's shareis re ipre ise ints thei valuei of i its futurei e iarniings. Conse ique intly, company 

manageirs usei ceirtaiin strateigiie is to deiliibe irateily maniipulatei company reiveinue is to conform to 

pre ideite irmiineid targe its by i involviing the i planni ing and iimpleime intatiion of ce irtaiin actiiviitiie is that 

maniipulatei or smooth reive inue is, achiie ivei hi igh leive ils of i incomei and iinflue incei thei company's 

stock priice i. 

Theise i e iarniings manage imeint actiivi itiie is can occur beicause i manageirs havei fle ixi ibiili ity iin 

makiing accountiing or ope iratiing choiiceis, or be icausei manageirs se ie ik to conveiy pri ivatei 

i informatiion to use irs of fi inanciial reiports. Submiissi ion of pe irsonal i informatiion can bei done i to 

provi idei stakeiholde irs wi ith iinformatiion, whi ich iis not otheirwi ise i avaiilablei, so that the iy can 

adjust theii ir e ixpeictatiions appropri iateily. Careiful reile iasei of such iinformatiion could iimpact a 

company's e iarniings and stock priicei. Iif thei i informatiion conveiys si igni ifi icant valuei re ile ivancei 

to analysts and otheir use irs of fi inanciial re iports, the iy may also adjust eiarniings and stock pri icei 

e istiimateis for othe ir companiie is i in the i i industry. Thiis can posi iti ive ily iinflueince i companiie is that 

di isclosei iinformatiion to eixpe iri ieince i a posiiti ivei iimpact on theii ir sharei priice is beicausei the iy arei 

consi ideire id to havei hiighe ir e iarniings qualiity. 

Audi it qualiity iis basi ically a compleix and multii-peirspe ictiive i conceipt. De iAnge ilo (1981) 

de ifiine is audi it qualiity as the i markeit-asse isse id joi int probabiiliity that a partiicular audiitor wi ill (a) 

di iscoveir vi iolatiions i in the i cliie int's accountiing syste im and (b) re iport vi iolatiions. Thi is de ifi iniiti ion 

accordiing to Dei Ange ilo (1981) iis wi ide ily quoteid by audiit re iseiarcheirs. Thi is de ifi iniiti ion 

hi ighliights two i important aspeicts of audi it qualiity, nameily: (1) thei compe iteincy of the i audiit 

fi irm whiich deiteirmi ineis how li ike ily iit iis that miisstateime ints wiill bei de iteicteid and (2) thei 

audiitor's i inde ipe inde incei and objeictiiviity whi ich deiteirmi ineis what thei audi itor iis li ikeily to do. 
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about deite icteid miisstateime ints. Thiis de ifi ini itiion i is ve iry use iful for audi it quali ity studiie is. The i 

i import of DeiAnge ilo's (1981) deifi ini itiion iis that audiit qualiity iis thei probabiiliity that an audiitor 

wi ill diiscove ir and honeistly re iport mateiri ial eirrors, mi isre ipreise intatiions, or omi issi ions i in a 

cliie int's fi inanciial stateime ints. 

Pre ivi ious reise iarch shows that audiit qualiity has a siigniifi icant neigatiive i iinflue incei on 

i informatiion di isclosurei and FE iRC (Murwaniingsari i, 2014). Largei publiic accountiing fi irms 

(KAP) are i more i liike ily to proviide i hi igh qualiity fiinanciial re iports wi ith morei i informatiivei 

di isclosureis. So thiis can iincreiase i iinve istors' abiili ity to antiiciipatei changeis iin futurei profiits. Thiis 

re ise iarch iis di iffe ire int from thei re ise iarch reisults of Tarmiidi i, Murwani ingsarii, and Ahnan, 2021, 

whe ire i thiis re ise iarch diid not fi ind e iviide incei that iinve istors re iacteid to audiit qualiity. Thiis 

i indiicateis that theire i arei stiill many iinve istors who do not trust thei pe irformancei of fi inanciial 

re iport audiitors iin Iindone isi ia, so largei audi itors arei not use id i in consiide iri ing iinve istmeint 

transactiions. Thi is i is suspe icte id beicause i many caseis, both i in Iindone isi ia and around thei world, 

i involvei bi ig four audiitors who are i consi ide ireid cre idiible i and capablei iin the i fi inanciial re iport 

audiit proceiss. 

I in i its hypotheisi is, thi is re ise iarch useis si ignali ing theiory, re ifeirri ing to thei strateigy use id by 

a company's i inteirnal manageimeint to iinform iinve istors about thei company's condi itiion or 

futurei prospe icts (Bri igham & Eihrhardt, 2005). Companiie is wi ith a promiisi ing futurei are i leiss 

liike ily to seill theiiir curre int shareis and more i liike ily to takei alteirnatiive i steips to promotei the i 

busi ine iss, such as borrowi ing mone iy, e ive in whe in thi is i is outsi ide i the i constrai ints of the i capiital 

structurei. Iin contrast, busiineisse is wi ith poor futurei prospe icts usually seill theii ir share is and usei 

spe iciial strateigi ieis to attract iinve istors. The i announceimeint of a company's stock sale i usually 

se irve is as a warniing iindi icatiion that thei busi ine iss i is not doiing we ill. Any iinformatiion pre ise inteid 

has iimportant meianiing for iinve istors re igardiing theii ir fundiing or i inveistmeint de iciisi ions 

re igardiing buyi ing and se illiing share is on the i stock e ixchangei be icausei si ignals arei i issue id by 

company manageimeint through variious i informatiion. Iin ge ine iral, i important iinformatiion 

contaiins noteis or de iscri ipti ions of pre ivi ious e ive ints, actiivi itiie is curre intly beii ing carriieid out, or 

poteinti ial futurei e iveints re ilateid to company poliici ieis i in carryiing out company opeiratiions. 

 Thiis re ise iarch wiill analyzei thei i influeincei of E iarniings Manageime int and Audiit Quali ity 

on FE iRC. Thiis re ise iarch also teists whe ithe ir fiinanciial peirformancei iis ablei to modeiratei the i 

i influeincei of E iarni ings Manage imeint and Audiit Quali ity on FE iRC. Wi ith control variiableis 

company siizei and company agei. 

 

LITERATURE REVIEW 

Profit management 

Base id on iinformatiion manageimeint eiarniings theiory, manageirs wi ill usei theii ir diiscre itiion 

to transmiit theii ir beiliie ifs baseid on thei iinformatiion theiy havei as iinsi ide irs (peirsonal iinformatiion) 

about thei company's futurei profiit prospe icts. Two iinte intiions unde irliie i manageirs i in managiing 

e iarniings. Fi irst, i if manageime int reiports profi its accordiing to iinve istor e ixpeictatiions, the in thei 

company's peirformancei wi ill deicliine i. Se icond, only companiie is wi ith good prospeicts can 

maxiimiize i profiits thiis ye iar at thei riisk of taki ing somei profi its iin thei followiing ye iar. Be icausei, 

i if thei followiing yeiar turns out to bei lowe ir, thiis actiion wiill bei a loss (Tuckeir and Zarowi in, 
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2006). Re ise iarch reilateid to thei i influeince i of e iarniings manageime int on FE iRC by Sarii and 

Fe ibri iyanto, 2019 proveis that eiarni ings manageime int as proxiie id by i incomei smoothiing has an 

e iffeict on FEiRC. Liikeiwi ise i, Rachmawatii, 2021 also proveis that iincomei smoothiing has a 

ne igatiivei e iffeict on FE iRC. 

H1. Earnings management has a negative effect on FERC 

 

Audit Quality 

Audi it qualiity iis about proce issi ing i informatiion accurateily, thoroughly, and wiithout bi ias 

to producei reiliiablei fiinanciial reiports. Geine irally, audiit qualiity iis proxiie id by thei si ize i of thei 

audiit company. Whiilei thiis i is not always the i casei, thei “biig four” audiitors (De iloiittei, KPMG, 

PwC, and Eirnst & Young) arei consiide ireid morei qualiifi ieid due i to thei si izei of thei organiizatiions 

i in thei audiit world and theii ir proceisse is be ii ing constantly updateid. and theiy use i be itteir meithods. 

Hi igh audi it qualiity has be iein prove in to re iducei the i ri isk of stock de icli ineis (Khajavi i & Zarei, 

2016), the ireiby i influeinci ing i inveistmeint poli iciie is. Matokei & Omwe iga (2016) found that audiit 

qualiity as proxi ie id by the i bi ig four audi itors re iceii iveid posi iti ive i re iactiions from i inve istors be icausei 

theiy be iliie iveid the iiir proceisse is we ire i be itteir and morei orde irly accordiing to appliicablei standards. 

H2. The quality of the company's financial report audit has a positive effect on FERC 

 

Financial performance 

I inve istors eixpe ict good reiturns iin thei form of diivi ide inds, whi ich arei diistri ibuteid whe in the i 

company has eiarneid suffi ici ie int profiits. Good manageimeint pe irformancei can be i se ie in from thei 

company's hi igh profi its and the i company's fi inanciial peirformancei i indi icators, so that theise i 

i indiicators arei someithi ing that iinve istors pay atteintiion to. Fi inanciial peirformancei wi ith 

i indiicators has a posi iti ive i i impact on i inveistor re iactiions. Hi igh fi inanciial pe irformancei as proxi ieid 

by ROA, ROE i, and NIiM has an iimpact on iinve istors' posi iti ive i reiactiions iin thei form of sharei 

pri iceis (Tarmiidi i eit.al. 2021, Wulansarii & Pri ihantoro, 2018).  

H3: Financial performance can strengthen the influence of earnings management on 

FERC 

H4: Financial Performance can strengthen the influence of Audit Quality on FERC 

 

Thei author has creiateid a reise iarch modeil as i in Fi igure i 1 beilow: 

 
Figure 1. Reise iarch Modeil 
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METHOD 

Thei re ise iarch de isi ign use id i is quanti itatiive i re ise iarch usiing hypothe isi is te isti ing, nameily 

teisti ing and analyziing the i iinflueince i of iinde ipeinde int variiableis on thei deipe inde int variiablei, 

nameily teisti ing the i i influeincei of e iarni ings manageimeint, audi itor qualiity on thei Future i E iarniing 

Re isponse i Coe iffiiciie int, modeirateid by Fi inanciial Pe irformancei and Si izei and CAR as control 

variiableis, wi ith a structurei paneil data, thein a paneil reigre issi ion analysiis tool iis use id. 

Thei vari iableis i in thi is re ise iarch consiist of 1 de ipeinde int variiablei, 2 iinde ipe indeint variiableis, 

1 modeiratiing vari iablei and 2 control vari iableis wi ith an eixplanatiion of e iach variiablei as 

follows. 

 

Dependent variable 

Thei de ipeinde int variiablei useid i is thei Futurei E iarni ing Reisponse i Coeiffciie int (FEiRC) whe irei 

thei me iasureime int iis adopteid from Murwani ingsari i (2014), and Rachmawatii (2021) who stateis 

that thei de ipeinde int variiablei FEiRC i is thei reisponse i coe iffi iciieint of futurei eiarni ings re iturns, 

whi ich iis e ixpre isse id by the i eiquatiion 

R t =b 0 +b 1 X t-1 +b 2 X t +b 3 X t + 1 + e i t 

whe ire i Rt= Stock reiturn i in ye iar t, , Xt-1= E iPS i in ye iar t-1 di iviide id by the i share i pri icei at 

thei be igi inni ing of ye iar t, ye iars t+1 to t+1 di iviide id by the i stock pri icei at the i be igiinni ing of ye iar 

t. Rt3 iis the i aggreigatei stock reiturn iin ye iar t+1. Thei e ixpeicteid re isults arei: Past profiit 

coeiffi iciie int (b1) can bei pre idi icteid as neigatiive i, EiRC (b2) can bei pre idi icteid as posi itiive i, FE iRC 

(b3) can bei preidi icteid as posiiti ivei, futurei reiturn coeiffiiciie int (b4) can bei pre idiicteid as ne igatiivei. 

 

Independent Variable 

Theire i arei 2 i indeipe inde int variiableis use id i in thei re ise iarch, nameily 

a. Profit management 

Thei e iarniings manageimeint variiablei adopts thei e iarniings manageimeint use id for thei 

bankiing se ictor baseid on meiasure imeints carri ieid out by Kanagareitnam's Mode il, eit al. (2003) 

usi ing whi ilei thei Loan Loss Allowancei (LLA wi ith a modiifi ie id modeil by Valdiiansyah (2022). 

LLP it = α + β 1 LLA it-1 + β 2 NPL it-1 + β 3 ΔNPL it + β 4 CI it + β 5 LOAN it + β 5 

ΔLOAN i t + ϵ 

Wheire i LLP iis the i nomi inal amount of provi isi ion for creidi it losse is i in thei curre int yeiar, 

LLAt-1 iis thei nomiinal amount of proviisi ions for iimpaiirme int losseis i in thei pre iviious ye iar , 

NPL t-1 i is the i nomi inal amount of non-pe irformiing loans i in the i pre ivi ious ye iar, ΔNPL it i is thei 

changei i in non-pe irformiing loans i in thei ye iar runniing, CO iit i is the i nomi inal amount of creidi it 

wri ittein off i in thei curreint ye iar , LOAN iit i is the i nomiinal amount of outstandiing cre idi it iin thei 

curreint yeiar, ΔLOAN i iis thei changei iin thei nomiinal amount of outstandiing creidi it. All valueis 

for variiableis to me iasurei e iarniings manage imeint arei de iflateid agaiinst the i total asse its of the i 

pre iviious pe iri iod. e iarniings manageimeint iis the i reisi idual valuei from thei e iquatiion abovei  

 

b. Quality Auditors  

Me iasure imeint for audiitor qualiity use is the i damii variiablei, nameily 0 for companiie is that 

use i non-bi ig4 KAP and 1 for companiieis that usei bi ig4 KAP (Tarmi idii e it.al, 2021) 
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Moderating Variables 

Thei mode iratiing vari iablei use id i is Re iturn on E iqui ity whi ich reifle icts thei abi iliity of e iqui ity 

to ge ineiratei profi its. The i formulatiion for calculatiing ROE i i is to di ivi ide i ne it profiit by total e iqui ity 

(Wulansarii, 2018). Theire i arei two control variiableis i in thi is study, name ily company siize i usi ing 

thei log proxy of Asse its and CAR, name ily thei mode il ade iquacy ratiio. Thi is re ise iarch use is 

se icondary data for bankiing companiieis li iste id on thei Iindone isi ian Stock E ixchangei. Sampliing 

was carriie id out usiing a purposi ive i sampliing meithod, nameily usi ing thei criiteiri ia of banks i in 

Iindone isi ia whose i IiPO was be ifore i 2017, publiishi ing compleitei annual fiinanciial reiports duri ing 

thei 2017-202 pe iri iod. From the i cri ite iriia above i, 41 banks we ire i se ile icteid for the i 2017-2021 ti imei 

pe iriiod, nameily for 5 yeiars so that thei total samplei se ileicteid was 205 obse irvatiions. 

 

Data analysis method 

To answeir thei probleims poseid iin thiis re ise iarch, a paneil reigre issi ion modeil iis useid 

whi ich iis e ixpre isse id by the i followiing eiquati ion: 

FE iRC iit = β iit +β 1 EiMi i iit +β 2 KAi is iit + β 3 ROE i iit +β 4 EiM*ROE i iit +β 5 KA*ROE i+β 6 Si izei iit 

+ β 6 CAR iit + ε iit 

Wheire i: 

FE iRC iit = Future i Eiarni ing Reisponse i Coe iffi iciie int ii-th pe iriiod 

E iM iit = Profi it manageime int of thei i i-th company iin thei t-th peiri iod 

KAIi IiT = Qualiity of audiitors of the i ii-th company iin e ikei-t pe iriiod 

ROE i iit = Re iturn on Eiqui ity of thei ii-th company iin the i t-th peiriiod 

Si izei iit = Company siize i of thei i i-th company iin thei t-th peiri iod 

 Look for iit = Capiital Adeiquacy Ratiio of thei ii-th company for thei t-th peiri iod 

ε iit = Re isi iduals of thei ii-th company iin thei t-th pe iriiod 

 

Thei paneil modeil proceissi ing stage is arei carri ieid out as 1) eisti imatiing thei paneil modeil 

whi ich consi ists of the i common eiffe ict mode il (CEiM), fi ixe id e iffe ict modeil (FE iM) and random 

e iffeict modeil (REiM); 2) carry out chow teist modeil seile ictiion teistiing to se ileict thei appropri iatei 

CE iM or FE iM modeil. Iif from thei Chow teist reisults thei FE iM modeil i is se ileicteid, thei Hausman 

teist i is contiinueid to seileict thei appropriiatei FE iM or REiM mode il and thei fi inal modeil de iciisi ion 

i is base id on Hasuman's te ist. Iif from the i Chow te ist re isults CE iM i is se ile icteid, i it i is followe id by 

LM teisti ing wi ith thei aiim of se ile ictiing the i appropri iatei modeil, nameily CEiM or RE iM and thei 

fi inal deici isi ion on thei modeil use id iis base id on thei LM teist re isults; 3) carry out theiore itiical 

hypotheisi is te isti ing whi ich i includeis te isti ing thei fi it mode il wi ith thei de iteirmiinatiion coe iffi iciie int, 

global teisti ing wi ith thei F te ist and iindi iviidual teistiing usi ing the i t teist. 

 

RESULTS AND DISCUSSION 

Contents Results and Discussion 

Descriptive statistics 

Thei re isults of deiscri iptiive i statiistiical proceissi ing can bei se iein i in tablei 1. FE iRC produceid 

an aveiragei valuei of -3.318, whi ich me ians the i markeit reisponde id ne igatiive ily to FEiRC for 

companiieis i includeid i in thei bankiing i industry group for thei 2017-2021 pe iriiod. The i standard 

https://doi.org/10.54443/sibatik.v2i12.1405
https://publish.ojs-indonesia.com/index.php/SIBATIK


THE INFLUENCE OF EARNINGS MANAGEMENT AND AUDIT 

QUALITY ON FERC WITH FINANCIAL PERFORMANCE AS 

MODERATION 

Sofie, Etty Murwaningsari 

DOI: https://doi.org/10.54443/sibatik.v2i12.1405  

  

 

 

3948 
SIBATIK JOURNAL | VOLUME 2 NO.12 (2023) 

https://publish.ojs-indonesia.com/index.php/SIBATIK 
 

de iviiatiion valuei of 65.171 i indi icateis that theire i i is qui itei a largei vari iatiion i in FE iRC score is 

be itweie in onei bank and anotheir. Manageimeint Eiarniings produce is an aveirage i valuei of -2.93E i-

11, whi ich me ians that oveirall companiie is i in the i bankiing i industry carry out manage imeint 

e iarniings by reiduci ing profiits eive in though thei i inteinsi ity iis re ilatiive ily veiry small. Deiscriipti ivei 

statiisti ics for thei Audi itor Quali ity (KA) vari iablei produceis an ave iragei valuei of 0.533, whi ich 

meians that almost morei than half of thei companiie is i in thei bankiing i industry havei good audiitor 

qualiity. Thei ROE i variiablei produce is an ave iragei valuei of 1.335%. Wiith a standard deivi iatiion 

of 17.945, i it shows that the irei i is qui ite i a large i variiatiion i in ROE i valueis be itwe ie in one i company 

and anotheir i in the i bankiing i industry. De iscri iptiive i statiisti ics for the i CAR vari iablei producei an 

aveirage i valuei of 26.289, whi ich meians that oveirall thei companiie is i includeid iin thei bankiing 

i industry group havei a good CAR, whi ich i is far abovei the i reiqui ire id aveiragei CAR valuei, 

nameily morei than 8%. Siize i has an aveirage i valuei of 13.563, whiich meians that thei ave iragei 

bankiing company iin Iindone isi ia has total asse its of teins of tri illiions. 

 

Table 1. De iscriipti ivei Statiisti ics 

Vari iablei Me ian Std. De iv. Maxi imum Mi ini imum 

FE iRC -3,318 65,171 452,600 -570,172 

E i.M 

-2.93E i-

11 
 

0.028 0.220 -0.055 

KA 0.532 0.500 1,000 0,000 

ROE i 1,335 17,945 25,640 -95,440 

CAR 26,189 17,801 169,920 9,010 

SIiZE i 13,563 0.816 15,237 11,537 

Source: processed data 

Findings 

Thei re isults of the i Chow te ist show that the i se ileicteid mode il i is FE iM be icause i the i p-value i 

of thei Cross se icti ion chiisquare i iis 0.0047 < 0.05 as shown i in tablei 2. 

 

Table 2. Chow Test 

     
E iffeicts Teist Statiisti ics df Prob. 

     
     Cross-se icti ion F 1.517253 (40,157) 0.0379 

Chi i-squarei cross-se icti ion 66.999508 40 0.0047 

     
Source: processed data 

 

Thei Hausman te ist was carriie id out beicause i from thei re isults of the i Chow te ist FE iM was 

se ileicteid. Thei re isults of thei Hausman teist obtaiine id a p-valuei from random cross seictiion of 

0.0049 < 0.05 so that the i modeil chose in was FE iM compareid to RE iM. Thus, the i be ist mode il 

for teisti ing thei hypothe isi is propose id i in thiis re ise iarch iis FE iM. 
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Table 3. Hausman Test 

     

Teist Summary 

Chi i-Sq. 

Statiisti ics Chi i-Sq. df Prob. 

     
     Random cross-se ictiion 20.351493 7 0.0049 

     
     Source: processed data 

 

Thei proce issi ing re isults for the i FE iM mode il can bei se ie in i in tablei 4. The i adjusteid R 2 value
i

 

of 0.1484 shows that thei vari iatiion of thei i inde ipeinde int variiableis, nameily E iM, KA, ROE i, 

E iM*ROE i, KA*ROE i, CAR and Si ize i, i is ablei to e ixplaiin the i variiatiion of the i de ipe indeint 

variiablei, nameily FE iRC, of 14 .84% whi ile i thei re imaiiniing 85.16% i is vari iatiions from otheir 

i indeipe inde int variiableis that iinflueincei FE iRC but arei not iincludeid iin thei modeil. Thei re isults of 

thei global teist (F teist) producei a p-valuei of F statiisti ics of 0.0054 < 0.05, whiich meians that 

Ho i is re ijeicteid and Ha iis acceipteid, so i it iis prove in that theirei wi ill bei at leiast one i iinde ipe indeint 

variiablei that has a siigniifi icant eiffeict on thei de ipeinde int variiablei. 

Thei re isults of te isti ing hypothe isi is 1 (H1) show that E iM i is supporte id to have i a si igni ifi icant 

ne igatiivei e iffeict on FE iRC. Thiis can bei se ie in from thei e istiimateid coeiffi iciie int valuei of -46.719 

wi ith thei p-valuei of thei t statiisti ic of 0.0204 < 0.05. Theise i fi indiings me ian that iif a company 

carriie is out eiarniings manageimeint, i inveistors wi ill havei a neigatiive i reiactiion to thei company's 

abiili ity to eiarn profiits i in thei futurei. Thei re isults of teistiing hypothe isi is 2 (H2) arei shown by an 

e istiimateid coeiffi iciie int valuei of 16.45104. Wiith thei p-valuei of the i t statiisti ic of 0.0029 < 0.05, 

Ho i is re ijeicteid and Ha iis acceipteid so i it can bei concludeid that iit iis prove in that iinve istors wi ill 

gi ivei a posi itiive i re iactiion to thei company's abi iliity to geine iratei eiarni ings i in companiie is that havei 

good audiitor qualiity compareid to otheir companiieis. who have i poor audiitor qualiity. 

Profi itabiiliity proxiie id by ROE i produceis an e istiimateid coeiffi iciie int of -0.121875, whiich meians 

that ROEi has a ne igatiive i eiffe ict on FE iRC and iis not stati isti ically siigni ifi icant beicause i thei p-

valuei of thei t statiisti ic iis 0.0743 > 0.05. The ise i fiindi ings i indi icatei that ROEi doe is not qualiify as 

a modeiratiing variiablei i in thei FEiRC mode il. Thus, automatiically Hypotheisi is 2 (H3) and 

Hypothe isi is 4 (H4) whiich aiim to teist the i iinflueince i of EiM and KA on FE iRC whi ich iis 

modeirateid by ROE i arei not supporte id. 

 

Table 4. Hypothesis Testing 

Dependent Variable: FERC 

Pre idi ictiion 

Vari iableis 

Coe iffiici iein

t Std. E irror t-Statiistiics Prob. 

     
     C 101.6564 109.7676 0.926106 0.3558 

E iM - -46.71900 19.93923 -2.343069 0.0204* 

KA + 16.45104 5.443905 3.021918 0.0029* 
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ROE i -0.121875 0.067832 -1.796709 0.0743 

E iM*ROE i 0.283798 1.845043 0.153817 0.8780 

KA*ROE i 0.069307 0.111083 0.623916 0.5336 

CAR 0.058695 0.020320 2.888605 0.0044** 

SIiZE i -8.496110 8.177445 -1.038969 0.3004 

     
     R-square id 0.344640   

Adjuste id R-squareid 0.148449   

F-statiisti ic 1.756659   

Prob(F-stati istiic) 0.005459    

     
     Source: processed data 

 

Contents of Discussion Results 

Earnings management has a negative effect on FERC 

Thei fi indi ings abovei i indiicatei that Eiarni ing Manageime int produceis a ne igatiivei re iactiion 

for thei company iin reilatiion to FEiRC. Thi is giive is a siignal that companiie is must maiintaiin 

company peirformancei wi ithout carryiing out eiarniings manageime int so that sustai inablei 

busi ine iss can bei maiintaiine id and iimprove id. Eiarniings manageimeint actiions, whe ithe ir by 

i increiasi ing or deicre iasiing profi its, wi ill bei re isponde id neigatiive ily by iinve istors and i if thiis i is takein 

i into account, thei sustai inabi iliity of the i company's busi ine iss i in the i future i wi ill be icomei a se iri ious 

probleim. 

 

Audit quality has a positive effect on FERC 

I inteirnal control wiithiin thei company iin runni ing iits busi ineiss i is a factor that must bei 

maiintaiine id by thei company. Thiis control can bei obtaiineid from audiit qualiity beicause i the i 

fi indiings show that audi itor qualiity i is prove in to havei a posi itiive i iinflue incei on FE iRC. 

ROE i cannot yeit bei a modeiratiing variiable i beicausei thei stabiiliity of ROEi i is stiill veiry 

vulneirablei to eixte irnal condiiti ions. Thiis i is shown by the i aveiragei valuei of ROE i whi ich i is sti ill 

ve iry low, whe irei thei cause i of unstablei ROE i iis the i condiiti ion of thei Covi id 19 pandeimi ic. 

 

CONCLUSION 

Se ive iral conclusiions that can be i drawn from thei re isults of thi is re ise iarch are i 1) E iarni ing 

Manageime int has be iein prove in to have i a posi itiive i and si igni ifi icant eiffeict on FE iRC; 2) Audi it 

qualiity iis supporteid to havei a posiiti ivei eiffe ict on FEiR; 3) ROEi iis not supporteid to bei a 

modeiratiing vari iablei iin the i FE iRC functiion so that thei i influeince i of EiM and KA whi ich arei 

modeirateid by ROE i on FE iRC i is not supporteid. 
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