ABSTRACT

Application of corporate governance by companies with the objective of
creating management good management and accountability for the company's
credibility. The lack of application of corporate governance can lead to cheating
by management to perform data manipulation. This occurs because of
opportunistic behavior of managers for specific interests. This study aimed to
analyze the effect of the application of corporate governance, ownership
structure, and firm size on earnings management.

This study used the entire population of the banking sector companies listed
on the Indonesia Stock Exchange in 2009 and 2010. Sampling was done by
purposive sampling technique and obtained samples used in this study were 26
companies. The method of analysis used in this study is multiple regression. This
study used the dependent variable (earnings management) and the independent
variables (the proportion of independent board, audit committee, auditor quality,
managerial ownership, institutional ownership, and firm size) and control
variable (leverage).

The results showed that the proportion of independent board and auditor
quality have significantly negative effect against earnings management. Audit
committee, managerial ownership, and institutional ownership are not significant
against earnings management. Firm size has significantly positive effect on
earnings management.
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