ABSTRACT

This research aims to identifying firm’'s tendencyekecute real activities
manipulation through price discounts by temporarilincrease sales,
overproduction to report lower cost of goods saldd reduction of discretionary
expenses to improve reported margins among firmsgim issue offerings for
period of 2004-2008, which are registered on th#olmesian Stock Exchange. In
this research, earnings management measured bg tragables of real activities
manipulation, real activities manipulation througbperating cash flow, real
activities manipulation through production cost arehl activities manipulation
through discretionary expense. The real activitiegnipulation model based on
Roychowdhury’s (2006).

This research was conducted by using secondary ttata financial
reports. First by performs regression analysis tedfthe estimated value of
normal and abnormal operating cash flow, productiowsts and discretionary
costs. Subsequently performed descriptive staiamc regression analysis to test
each hypothesis.

The result shows that firms in right issue offesingshich are registered
on the Indonesian Stock Exchange tend to execaleastivities manipulation
through operating cash flow but not through prodoctcost and discretionary
expense.
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