
ABSTRACT

This study aims to analyze the influences of audit committee
characteristics, consisted of audit committee size, independent commissioners of
audit committee, audit committee meeting frequency, and financial competence of
audit committee members, to the possibility of financial distress in companies.

Data used in this study were drawn from financial statements and annual
reports of listed manufacturing companies in Indonesia Stock Exchange (IDX)
during 2008-2010. This study used logistic regression analysis to examine the
effect of audit committee size, independent commissioners of audit committee,
audit committee meeting frequency, and financial competence of audit committee
members on company's financial distress condition.

The results of this study indicate: 1) audit committee size does not have
significant influence on the probability of company's financial distress, 2) audit
committee independence does not have significant influence on the probability of
company's financial distress, 3) audit committee meeting frequency provides
negative significant influence on the probability of company's financial distress,
companies that have more often meeting frequency, have less probability to
encounter financial distress, and 4) financial competence of audit committee
members does not have significant influence on the probability of company's
financial distress.
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