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The purpose of this study is to examine earnings management of listed companies in
the Stock Exchange of Thailand before and after audit committee formation. These empirical
research samples are listed companies from the Stock Exchange of Thailand and established
audit committee during 1998 — 2000, excluding all the firms in financial institution sectors
(banks, finance and securities, and insurance), total 278 companies. The results are analyzed
by multiple regression analysis at 95% confidence. In this study, earnings management is
represented by discretionary accrual which is calculated by Modified Jones Model (1991).

The variable factors is audit committee formation.

The study shows that establishment of an audit committee in listed companies in the
Stock Exchange of Thailand has significant negative relationship with earnings management.
This result is consistent with DeFond and Jiambalvo (1991), and Charles Piot (2005) who
found that companies with the existence of an audit committee has negative relationship with
earnings management. When examining industrial sectors, using sectors categorized by the
Stock Exchange of Thailand which has 8 sectors, the result shows that in Consumer Products
sectors, Industrials sectors, Services sectors and Rehabco sectors, audit committee formation
has significant negative relationship with earnings management. Comparison of average
earnings management by t-test shows that average earnings management of companies with
duration time 3 years before the establishment of audit committee have average earnings
management more than those of 3 years after the establishment of an audit committee. These
findings imply that audit committee has influence to limit the earnings management of listed

companies in the Stock Exchange of Thailand.





