TABLE OF CONTENTS

THESIS APPROVAL ..o I
APPROVAL OF THESIS EXAMINATION ....ccoiiiiiiiieeeescee e i
ORIGINALITY STATEMENT ... s v
IMOTTIO ettt b e st b et e e b e et e e nbeeabeeabeeannee s v
ABSTRACT .ttt sttt sh e b naee s Vi
ABSTRAK e bbb vii
ACKNOWLEDGEMENT ..ot s Vil
TABLE OF CONTENTS ..ot X
LIST OF TABLE ...ttt e xiii
LIST OF FIGURE ... oo X1V
LIST OF APPENDIX ...t XV
CHAPTER L.t 1
1.1 Research Background............ccccveuiiiieieeiecic e 1
1.2 Problem FOrmulation ..o 6
1.3 Research Objectives and Contributions ............ccceoveveevecieceece e 6
1.3.1 ReSEarch ODJECLIVES ........couiiiiieiiiiiiieieeiee e 6
1.3.2 Research CONtriDULIONS .........cooiiiiiiiieiee e 6

1.4, WIITING SYSTEIM Lottt bbbttt 7
CHAPTER ..ottt sttt e e aneas 9
2.1. The Underlying ThEOIIES .......ccoiiiiiiiiieee e 9
2.1.1 AQENCY TREOTY ...ttt 9

2.2 Concepts Of VariabIes ..o 10
2.2.1 Earning Management .........ccoooieieiienienieeie e e 10



2.2.2 AUAIT OPINION Lo 13

2.2.3 AUIt QUAITLY ..o 14
2.3 Prior RESEAICH ... 15
2.4 Theoretical FrameWOrKS..........ccooiiiiiiiiieiese s 17
2.5 Hypothesis DeVEIOPMENT .........ccviviiiee e 18

2.5.1 Impact of Earnings Management on Modified Audit Opinion............ 18

2.5.3 Audit Quality as a Moderation Variable ..........c.ccccovevieieiie e, 19

CHAPTER T oot 21
3.1 Operational Variable ...........c.ccoveiiiieiieie e 21

3.1.1 Dependent Variable..........cccvieiieiicie e 21

3.1.2 Independent Variable ... 21

3.1.3 Moderating Variable ..o 27

3.1.4 Control Variable ..o 27
3.2 Population and SamPIe.........ccooiiiiiiiiii 30
3.3 Types and SOUrceS Of Data..........cccureririeiieieie e 30
3.4 Data Collection Method ...........ccccoiiiiiiiiiiis e 31
3.5 Data Analysis MEethod............coiiiiiiiiiiie e 31

3.5.1 DeSCriptive ANAIYSIS ......ccveiviiieiieiie ettt 31

3.5.2 SEALISLIC TS.....eiieiiiiiiiei e 32

3.5.3 HYPONESES TEST ....vvieiiiciii ettt 34

CHAPTER IV et 36
4.1 Description of Research ODBJect ..........cccoovviiiiiiii e 36
4.2 DAta ANAIYSIS ..oeevieciie et 36

4.2.1 DeSCriptive SEatiStIC ......ccuveivieiiiciie e 37

4.2.2 MUILICOIINEAITLY TESt.....civeieieiecieie e 38

Xi



4.2.3 S ALISTIC TS e e 38

4.2.4 HYPOTNESES TESE ...ttt 40
4.2.5 Multicollinearity Test with Moderating Variable .............cccccociiiins 42
4.2.6 Logistic Test with Moderating Variable ..............ccooeoiiiiiiininns 43
4.2.7 Hypotheses Test with Moderating Variable.............ccccoeveviveieeieennene, 45
4.3 DISCUSSION ...ttt bttt bttt b bbb 47
4.3.1 Impact of Earnings Management on Modified Opinion ...................... 47

4.3.2 Impact of Audit Quality in Moderating the Relationship of Earnings

Management on Modified OPINION .........cceoiiiiiniiireee s 48

(O o 1 el I Y PR 49
5.1 Concluding REMAIKS..........coiiiiiiiiieieie s 49
5.2 Research Limitations and SUQQESLIONS ..........cccereriririeiieenese s 49
REFERENCES. ... .ottt nnee e nee s 51
APPENDIX L.t nnraa e e 59

xii



