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The purpose of this study is to investigate the information content of earnings before and
after audit committee formation. The empirical research samples are listed companies from the
Stock Exchange of Thailand and established audit committee during 1998 - 2000, except the listed
companies under rehabilitation and financial institution sectors (banks, finance and securities, and
insurance). The multiple regression analysis is applied to the test of the information content which
is evaluated by cumulative abnormal return. The main variable factor is the establishment of the

audit committee.

The results indicate that after the establishment of the audit committee, unexpected
carnings, which are the proxy of earnings that investors recognized on the date of disclosing the
annual financial statements have the positive relationship with cumulative abnormal return at the
significant level. This result is different from that before the establishment of the audit committee
where there is not relationship between unexpected earnings and cumulative abnormal return. In
addition, it is found that unexpected earnings do not affect cumulative abnormal return, in the
quarters before and quarters after the establishment of the audit committee. So it is not clear to
indicate that there is the market response to the earnings disclosure after the establishment of the
audit committee. It only indicates that the establishment of the audit committee affects positively to

earnings to be used in the investors decision making.





