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BnuiuB iHO3eMHOI BJIACHOCTI Ta YIPABJIHCHKUX HABUKIB
HA AKICTH I0X0/1iB TP BUKOPHUCTAHHI AyAUTOPCHKOIO
KOMITETY SIK 3MiHHOI MojJepaTopa

Memoro Oocniodicentss € oyiHKa 6NAU8Y THO3EMHOI 8IACHOCMI MA YNPAGIIHCOKUX 30I0HOCMell HA SKICIb 00X00i6
WNAXOM BUKOPUCMAHHA AYOUMOPCbKO20 KOMIimemy K 3MIHHOI Modepamopa. 3MiHHa Modepamopa — ye 3MiHHA, AKA
BUKOPUCIOBYEMBCS 8 KOPENAYIUHOMY AHANI3T ONsl OYIHKU CUTU 36'SA3KY MIJIC 3GNEHCHON MA HEe3ANeHCHOK 3MIHHOI.
Inpopmayitinoro 6azor O awanizy € Oawi, SAKI 63ami asmopamu 3 pIYHUX 36imié Komnawiu. Bubipky, sxa
BUKOPUCIOBYEMBCA 8 YbOMY OOCHIONCEHHI, CKIAMU KOMNAHII-GUPOOHUKU, WO Manu JAicmune akyii Ha InooHesilicoKill
gonoosii Oipaci y 2014-2018 poxax. 3oxkpema, asmopamu 6yno 6i0ibpano yinbosum memooom 28 xomnanii. HAxicme
00x00i8 pO32NA0AEMbCA AK 3AN€HCHA 3MIHHA | 8UMIDIOEMbCA UYepe3 MoOoelb OUCKpeyilino20 HapaxysauHs [[couca
(Discretionary accrual Jones Model). I]s modens 30amuna posknacmu Hapaxyeanns Ha OUCKPEYitini ma HeOUCKPEYiiHi
nHapaxysanns. Axicms 00x00i6 y Oyxeanmepcbkomy 001Ky — ye 30amHiCmb HA OCHOBI 00X00i8 36iMH020 Nnepiody
nepedbauamu maubymui 0oxoou komnawii. Tobmo ye Kpumepili OYIHKU MO0, HACKIILKU <HOBMOPIOBAHULL,
KOHMPOAbOBAHUT | KPEOUMOCHPOMONCHUI» Npubymox Komnamuii ceped inwux ¢hakmopis. I[nozemna enacmicmo
BUMIDIOEMBCA  HYACMKOW [HO3EMHOI GIACHOCMI y CMPYKMYpPi 61dcHOCmi KOMNawii. 30amuicme meHeldwicepis 00
VAPABNIHHA BUPAICAEMBCS Yepe3 eDeKmMUSHICMb, GUHAYEHY 3a 00NOMOZ2O0I0 ananizy cepedosuya yHKYioOHyeanHs
(Data envelopment analysis / DEA) — memodonoeii nopieHanwno2o ananizy OISIbHOCMI CKIAOHUX MEXHIYHUX,
eKOHOMIUHUX I coyianvHux cucmem. 11i0 egexmusHicmio 6 OaHOMY 6UNAOKY MAEMbCA HA Y6asi egheKmusHicmb
OISLIbHOCMI KOMAAHIT, SIKA BUPANCAEMBCS YAPAGTIHCOKUMU 30I0HOCMAMU W00 YAPAGIIHHA 6CIMA 6XIOHUMU PeCyPCaMU
komnanii (Kowmu, 3anacu, 3HanusA, poboua cuia ma in.) ma 6UNYCKOM KiHyego20 npooyKmy — moeapis, pooim, nociye.
Ayoumopcekuii Komimem 5K 3MIHHA MOOepamopa GUMIPIOEMbCSL KIILKICMIO AyOUmMOpCbKUX KOMIMEHmIg, SIKIi MAaoms
00c8i0 8 cghepi byxeanmepcvkoco obnixky | ayoumy | ¢hinancie nopienano i3 3a2anvbHoI0 KIMbKICMIO AYOUMOPCHKUX
KoMimemie y KOMRAHiAX. [[is mecmyeanHs 2inomesu OOCTIONCEHHS ABMOPU BUKOPUCTNOBYIOMb MemoO NAHeNbHOI
peepecii. [LJob 3'acysamu, aK iHO3eMHA 8lACHICMb Ma YNPAGNIHCLKI 30iOHOCMI 8nIU8arOMb HA AKicmb 00x00i8, npu
PO321501 AyOUmMopCcbKo20 KOMimemy K 3MIHHOI Modepamopd, 8UKOPUCTOBYEMbC MOOEPOBAHUL pecpeCiliHULl AHAI3
(Moderated regression analysis / MRA). Sk ceiduams pesyromamu OOCHONCEHHS, [HO3ZEMHA 6LACHICMb Md
VAPABAIHCHKI 30I0HOCMI OOHOYACHO MAIOMb 3HAYHUL 6NAUE HA AKICMb 00X00i8. Xoua 6apmo 3ay8axcumu, wo 8
OKpeMUx UNAOKax 6Nau6 IHO3EMHOI GIACHOCMI HA SAKICMb 00X00I8 He € ICMOMHUM, 8 MOU 4acC K YNPAGNIHCHKI
30i6HOCMI 3a82COU CYMMEBO MA NOZUMUBHO BNIUBAIOMb HA AKICMb 00X00i8. Ilpu ybomy ayoumopcvkuil Komimem
MOdHce MOOepy8amu 6NIUG IHO3eMHOI 8IACHOCMI MA YNPAGIIHCLKUX 30i0HOCmel Ha AKICMb 00X00I8.
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The Effect of Foreign Ownership and Managerial
Ability on Earning Quality with Committee Audit
asModerating Variable

This study aims to investigate the effect of foreign ownership and managerial ability on earning quality with
committee audit as moderating variable. The authors used secondary data that was obtained from annual report. The
sample used in this study contains 28 manufacturing companies listed on Indonesian Sock Exchange from 2014 to
2018. The sample was selected using purposive sampling. Earning quality as dependent variable is measured by
discretionary accrual Jones Model. Foreign ownership is measured by the number of foreign owner ship compared with
the number of ownership structure. Managerial ability is measured by efficiency using data envelopment analysis
(DEA). Efficiency is used for knowing the managerial ability on manage output and input of the companies. Committee
audit as moderating variable is measured by the number of committee audit who has accounting / auditing / finance
background / experience compared with the number of committee audit of companies. Data analysis method use panel
data regression analysis for testing hypothesis. To find out how the effect of foreign ownership and managerial ability
on earning quality is moderated by committee audit using moderated regression analysis (MRA). The result of this
study showed that foreign ownership and managerial ability simultaneoudy have significant effect on earning quality.
Partially, foreign ownership has no significant effect on earning quality. While, managerial ability has positive and
significant effect on earning quality. Meanwhile, committee audit can moderated the effect of foreign ownership on

earning quality, and the effect of managerial ability on earning quality.
K eywords:. foreign ownership, managerial ability, committee audit, earning quality, earning management.

Introduction

Financial dtatement is one of the company’'s
information for stakeholders as basic for measurement
and performance assessment for decision making.
Earning is usually used by stakeholders for decision
making. The quality of financial statement is reflected by
earning quality. According to (Nasution & Jonnergard
(2016) earning quality is very important for shareholder,
especially shareholder potential because their trust will
affected by it when they have to evaluate company and
make an investment decision.

However, some cases that related to earning where
companies give a company earning information, but
found several things that make earnings must be
reviewed. Toshiba Corp. cases, on 5" May 2015,
company earning were calculated for three years before,
and from the investigation found that company was
difficult to fulfill the target of earning since 2008, so
Toshiba made their earning superior than the fact (Sari,
2017). The phenomenon of earning is not only happened
in overseas but also in Indonesia In 2015,
PT Inovisilnfracom Thk was suspended by Indonesian
Stock Exchange because many of accounts were
removed, so financial statement was judged
asynchronous, and also another cases in Indonesia, such
as PT Kimia Farma, PT Indofarma, PT Katarina Utama,
PT Lippo Thbk, PT Bumi Resources Thbk,

danPT AdesAlfindo (Vajriyanti,
2016).

According to Wicaksono & Y uyetta (2013) manager
Managers who have skills, experience, and expertise
along understand the company's condition can influence
the determination of the company's accounting policies
and also he can see the opportunities of existing accrual
components for earning management. It supported by
Yulianda & Sebrina (2015), they said that accrual quality
was affected by managerial ability if only manager can
estimate accrual well, so the difference of accrual and
cash flow could be minimalize. The importance of
manager role was regulated by law of the Republic of
Indonesia Number 40 of 2007 concerning Limited
Liability Company chapter four, it talked about the
responsibility of director such as arrange company policy,
make a selection, determine, and monitoring the
employee of company, as a budgeter, and give
information about the performance of company to
stakeholders (UU No. 40, 2007)

Demerjian, Lev, Lewis, & McVay (2013) said that
managerial ability is a condition where manager can take
a decision and implemented it, so it will produce
maximum efficiency for company by used the minimum
resources. The process of decision making of manager
must be monitor, because it can affect the quality of
financial statement. According to Jensen & Meckling

Subekti, & Ghofar,
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(1976) foreign ownership is one of the mechanism which
can monitor the decision making of manager effectively.
In Indonesia, foreign ownership was regulated by
president policy number 39, years 2014, it said that, in
order to improve economic growth foreign investor get an
opportunity to invest in Indonesia, and the monitoring of
decision making hopefully more effective because they
have more other knowledge and experience, and the
obedience to regulation is higher than other, dso the
quality of financial statement isimportant for them.

Usually, shareholders is not involved directly in
company, so it needs internal monitoring, they are audit
committee.  According to Forum for Corporéate
Governance in Indonesia (2001), in order to realize the
best quality of financial statement, audit committee can
supervise and ensure that financial reporting practices
have appropriate with accounting standard, ensure that
financial statement was reported as real condition, and
they also supervise to agency problem and fraud
effectively.

Demerjian et al., (2013), Sales, Baybordi, Aydenlu,
& Asaldoogt (2015), Ng, Pahlevi, & Habbe (2015), and
Ojaghi, Nejad, Talebvand, & Mosavi (2016), in their
research found that managerial ability has positive effect
significantly to earning quality. However, Edi & Suyadi
(2018)found that management board has negative effect
to earning quality. The difference result was founded by
Fitriana & Islami (2018), where their research show that
managerial ability has no effect to earning quality.

The study about the effect of foreign ownership to
earning quality was researched by Ben-Nasr, Boubakri,
& Cosset (2015), Farouk & Bashir (2017), and Sitorus,
Firli, & Ramadhan(2017), and the result show that
foreign ownership has positive effect significantly to
earning quality. However, Ng et a., (2015) and
Maswadeh (2018) found the different result, their result
show that foreign ownership has no effect to earning
quality.

The other research, Hamdan, Mushtaha, & Al-Sartawi
(2013), Mutmainnah & Wardhani (2013), and Bilal,
Chen, & Komal (2018) research the effect of audit
committee to earning quality, the result show that audit
committee has positive significant effect to earning
quality. The difference result was founded by Amin
(2016), where the result show that audit committee has
negative effect to earning quality. Piyawiboon (2015) and
Razani & Xia (2017) also has different result, their study
found that audit committee has no effect to earning
quality. Meanwhile Setin & Murwaningsari (2018) use
audit committee as moderating variable moderate the
effect of managerial ability to earning quality, and they
found that managerial ability has positive effect to
earning quality, and audit committee was able to
moderate the effect.

This research aims to investigate the effect of foreign
ownership and managerial ability on earning quality with
committee audit as moderating variable. Discretionary
accrual was used to measure earning quality. Foreign
ownership was reflecting as ownership structure, and it
was proxied by the number of foreign ownership compare
to the number of shareholders. Then, managerial ability

®diHaHCK Ta ONOAATKYBAHHA
was proxied by efficiency; meanwhile audit committee
was proxied by audit committee expertise and/or
experience.

Theoretical Framework

Agency Theory

According to Jensen & Meckling (1976), there is a
contract between agent and principal, this contract is an
agreement that describe how should manager manage the
company, but because there is an interest from each other
so, conflict of interest will be happen. Yulianda
& Sebrina (2015) said that the responsibility of manager
as an agent to principal is decision making, a policy to
manager company, financial reporting, and all of them
can be described as their ability to manage company.
Meanwhile, Gautama, Daromes, & Ng, (2017) explain
about the opportunistic attitude of manager which can
cause agent conflict, and it can be solved by monitoring
mechanism by foreign ownership.

Signaling Theory

Signaling theory explain about the important of
information from company for Investor, assumed that
manager has more accurate information about company
condition, so asymmetry information will be happen
between manager and stakeholders (Soegiarto & Deviesa,
2017). Meanwhile, Spence (1973) said that cost of signal
from bad information is higher than good information,
bad information send a signal which is not credible, so it
will motivate manager to give private information to
reduce asymmetry information.

Earning Quality

Investor predicted earning for decision making
through earning information, to ensure that their
expectation about company performance was realized
(Suwardjono, 2014). While, according to Dichev,
Graham, Harvey, & Rajgopal (2017), there isn't gap or
small gap between cash and accrual showed that earning
quality, it means that accrual reflect as cash realization
was right , and also the consistency of the accounting
policy choices.

Audit Committee

According to Kusnadi, Leong, Suwardy, & Wang
(2015), audit committee has a significant role, such as
financial reporting monitoring, financial statement
integrity, ensure the effectiveness of internal control,
mediator between external auditor and management, and
balancing the difference opinion and assessment of the
management and external auditor, so financial statement
will be quality.

Foreign Ownership

Foreign ownership is shareholder who has foreign
status,both individual, government, institutional, or other
which is not from Indonesia (Gautama et al., 2017).
Sitorus et al., (2017) explain that foreign investment is an
activity investment in Indonesia which was did by foreign
investor, the capital was full managed by foreign, or
foreign capital and domestic capital with certain
percentage.

Managerial Ability

Manager can be told superior manager if they have
more knowledge about company, can estimate and
evaluate better than other (Demerjian et a., 2013).
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While, according to Kirana, Hasan, & Hardi (2016),
managerial ability can be seen from their ability,
experience, and integrity in decision making, and how
their ability to do responsibility to inform company
performance to stakeholders.

Hypothesis
H1: Foreign Ownership affects earning quality positively
significant
H2: Managerial ability affects earning quality positively
significant
H3: Audit committee moderate the effect of foreign
ownership to earning quality
H4: Audit committee moderate the effect of managerial
ability to earning quality

M ethodology

This purposed of this study is to analyze the effect of
foreign ownership and managerial ability to earning
quality with audit committee as moderating variable. The
object of this study is the listed company in Indonesian
Stock Exchange in 2014 — 2018. The sample was chosen
by purposive sampling with a lot of criteria, and the
number of sample is 28 companies.

This study used panel data with any estimation
method. The panel data model was used for this study is
random effect model. Hypothesis test in this study used
two models of regression analysis. First, to test the effect
of independent variable to dependent variable used
multiple regression analysis with the following equation:

KL=a+ BLKA + 2.KM + e

Second, to test moderating variable used moderated

regression analysis with the following equation:

KL = o + BLKA + B2.KM + B3.KA.KD + B4.KM.KD +e

Note:

Kl: Earning quality

KA: Foreign Ownership

KM: Managerial ability

KD: Audit Committee

In this study, earning quality was proxied by
discretionary accrual model Jones(1991). There is any
step to get the value of discretionary accrual. The formis:

1. Cadlculate accrual total (TAIt). Theformis:
TAit= Nit — CFOit

Note:

TA.t: accrual total company i period t

Nit: net profit company i period t

CFOQit: operation cash flow company i period t

2. Edtimate accrual total with OLS regression as
follows:

TAit / (Ait—1 ) = aO(1 / Ait— 1) + al(ARevit / Ait — 1) + o2 (PPEit / Ait — 1)

3. Calculate nondiscretionary accrual used regression coefficient from the OLS regression
NDA = a0 (1 / (Ait — 1) + al {(ARevit / Ait — 1) — (ARecit / Ait — 1)} + o2 (PPEit / Ait — 1)

4. Thelast, Calculate discretionary accrual

DAt = {(Tait / (Ait — 1)) — NDAit}

Note:

DAit: Discretionary accrual company iperiod t
NDA.It: non-discretionary accrual company iperiod t
Ait-1: Asset total company iperiod t

ARevit: The change of revenue company iperiod t
ARecit: The change of receivable company iperiod t
PPEit: Fix asset company iperiod t

Foreign ownership is a condition where a company share was owned by individual, government, institutional, and
other which has foreign status. Foreign ownership was measured by formula as follows:

The number of foreign ownership

Foreign Ownership =

X 100%

Outstanding sharestotal

Managerial ability is show that how far that manager can manage company in order to increase company efficiency
which is showed by the ability to earn revenue, manage resources and company operational. Managerial ability was
proxied as efficiency, and calculates by use Data Envelopment Analysis (DEA). Efficiency was formed as follow:

Sales

maxve = COGS+ SG&A + FA + OpsLease + R& D + Goodwill +Otherinthan
Note:
COGS: Cos of Good Sold
SG&A: General and Administration Expenses
FA: Fixed Asset
OpsLease: L ease Operating
R&D: Research and Development Cost
Otherinthan: Other in than
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While, audit committee is a part of company consist of 2 or more people that has accounting / finance / auditing
background or experience. The formula for measure audit committee is:
The number of audit committee that has accounting / finance / auditing

KD =

background or experience

x 100%

Audit committeetotal

Result and Discussion
Descriptive Statistic

According to Sanusi (2011), descriptive statistic is
statistic that use to analyze data by representation as

collected data, where the descriptive means are mean,
maximum-minimum values, and standard deviation.
Based on descriptive statistic test, obtained the result as
table 1.

Table 1
Descriptive Statistic Test
Foreign Managerial Audit Earning
Owner ship Ability Committee | Quality
M ean 58.02000 0.823864 78.52857 | -0.183500
M edian 59.00000 0.827500 75.00000 | -0.155000
Maximum 96.30000 1.000000 100.0000 0.910000
Minimum 8.500000 0.587000 25.00000 | -2.070000
Std. Dev. 28.02299 0.121038 23.73458 0.345749
Observations (N) 140 140 140 140

Source: Data was processed by E-Views 10.

Based on the result with 28 sample and 140
observation data, obtained that the average value for
foreign ownership is 58.02, maximum value is 96.3
which had by PT Sepatu Bata Tbk in 2014, minimum
value is 8.5 which had by PT Duta Pertiwi Nusantara Thk
in 2014, and standard deviation is 28.022. The average
value for managerial ability is 0.823864, maximum value
is 1 which had by PT Delta Djakarta Thk, PT Champion
Pacific Indonesia, PT KMI Wire and Cable Indonesia
Tbhk, PT MultiBintang Indonesia, PT Supreme Cable
Manufacturing & Commerce, PT Surya Toto Indonesia
Tbk, and PT Nusantara Inti Corpora, minimum value is
0.587 which had by PT Nippon IndosariCorpindo Tbk,
and standard deviation is 0.121038. Then, the average
value for audit committee is 78.52857, maximum value is
100, minimum value is 25, and standard deviation is

23.73458. The last, earning quality has average value
0.1835, maximum value is 0.91 which had by PT Ricky
Putra Globalindo Tbk, minimum value is -2.07 which had
by PT KMI wire and cable Thk, and standard deviation is
0.345749.

Hypothesis Test

Multiple Analysis Regression

This study used multiple regression analysis to test
the effect of foreign ownership and managerial ahility to
earning quality, to choice the estimate model, it through
any process, such as chow test, and hausman test. Based
on the choices of the model, random effect model used
for multiple regression analysis.

The result of the model was showed by table 2.

Table 2
Random Effect M odel
Variable Coefficient Std. Error t-Statistic Prob.
C -0.856113 0.439897 -1.946170 0.0537
KA 0.080456 0.069404 1.159249 0.2484
KM 0.891437 0.351930 2.532993 0.0124

Source: Data was processed by E-Views 10.

Based on the result from table 2, the regression eguation as follow:
KL = —0.856113 + 0.080456KA + 0.891437KM

The Effect of Foreign Ownership to Earning
Quality

Based on table 2, foreign ownership has positive
coefficient with score 0.080456, and the probability score
is 0.2484 higher than significant level 0.05
(0.2484 > 0.05). So, it can say that foreign ownership has
no significant effect to earning quality.

Foreign ownership is the proportion of common stock
which can be had by individual, government,

institutional, and other which is not from Indonesia or
lives in abroad, so the constraint about geographic,
language, the political problem, asymmetry Information,
and law protection will be happened for them.
Furthermore, according to Azwari (2016) ownership
structure will determined the character of agency
problem, the conflict happened between manager and
shareholders, or the between minority shareholders and
majority shareholders.
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This result isn't consistent with the research from
Ben-Nasr et al., (2015) and Farouk & Bashir (2017), they
founded that foreign ownership has positive effect to
earning quality. However, this study has same result with
the research from Ng et al. (2015) and Maswadeh (2018)
who have a result that foreign ownership has no effect to
earning quality.

The Effect of Managerial Ability to Earning
Quality

Based on table 2, managerial ability has coefficient
score 0.891437, and the probability score is 0.0124
smaller than significance score 0.05 (0.0124 < 0.05). It
showed that managerial ability has positive significant
effect to earning quality.

It consistent with agency theory Jensen & Meckling
(1976), they said that accounting judgement and policy
that made by manager during they manage company, and
present financial statement are the responsibility of agent

to principal, and everything about it show their ability as
manager.

Managerial ability consist of knowledge and
experience of company activities process, such as the
process of solving problem, and find the alternative to
earn and increase revenue in the future with minimum
input. This result of this study consistent with the study
from Ng et al. (2015), Sales et al. (2015), Ojaghi et a.
(2016), and Setin & Murwaningsari (2018), they found
that managerial ability has positive effect to earning
quality.

Moderated Regression Analysis

Model for moderated regression analysis also can be
obtained through any step, Chow test and hausman test.
Based on the process of model estimation choices,
random effect model is the best model that used for this
study. The result of random effect model test is showed to
table 3.

Table 3
The Result of Moderated Regression Analysis Test
Variable Coefficient Std. Error t-Statistic Praob.

KA -1.182912 0.643539 -1.838135 0.0682
KM 2.933195 2.364374 1.240580 0.2169
KA.KD 0.000527 0.000197 2.675061 0.0084
KM.KD -0.040975 0.017271 -2.372545 0.0191
C 5.942178 2.446220 2.429127 0.0165

Source: Data was processed by E-Views 10.

Based on table 3, the equation for Moderated Regression Analysis as follows:
KL = 5942178 — 1.182912KA + 2.933195KM + 0.000527KA.KD — 0.040975KM.KD

The Moderating of Audit Committee on the Effect
of Foreign Owner ship to Earning Quality

Based on the result of moderate regression analysis,
the interaction between foreign ownership and audit
committeehas probability score 0.0084 smaller than
significance score 0.05 (0.0084 < 0.05). So, it can be
explained that audit committee moderate the effect of
foreign ownership to earning quality.

The result of this study consistent with signaling
theory from Spence (1973), he explained that audit
committee can be internal party to reduce the problem of
asymmetry information, where management know more
about the information of company than shareholders,
especially foreign ownership. This study also has same
result of the research from Gautama et al. (2017) who
founded that audit committee can moderate the effect of
foreign ownership to financial statement quality.

Although foreign ownership isn't controller
shareholders or they aren’t in Indonesia so they can't
monitor company practice and policy, but the existence of
audit committee help them to monitor company
management especially about financial reporting practice,
and also they can get earning information more accurate.

The Moderating of Audit Committee on the Effect
of Managerial Ability to Earning Quality

Based on the result of moderate regression analysis,
the interaction between managerial ability and audit
committee has probability score is 0.0191 smaller than
significance score 0.05 (0.0191 < 0.05). So, it can be

explained that audit committee moderate the effect of
managerial ability to earning quality.

The result of this study consistent with agency theory
from Jensen & Meckling (1976) who said that the agency
problem can be minimalized by monitoring mechanism
by audit committee, audit committee can control manager
opportunistic behavior. The existence of audit committee
is expected can increase internal monitoring of company
especially to management policy so, it can achieve
transparence of management responsibility. The study
also has the same result with the research from Setin
& Murwaningsari(2018) who founded that audit
committee can moderate the effect of managerial ability
to earning quality.

Conclusions

Based on the result of this study, it can conclude that
foreign ownership has no significant effect to earning
quality. Foreign ownership is the proportion of common
stock which can be had by individual, government,
institutional, and other which is not from Indonesia or
lives in abroad, so the constraint about geographic,
language, the political problem, asymmetry Information,
and law protection will be happened for them. While,
managerial ability has positive significant effect to
earning quality. The higher managerial ability in
company, SO it can increase earning quality more,
because manager will use their ability to manage resource
effectively to earn optimal profit than they must to
manipulate earning. Then, audit committee can moderate
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the effect of foreign ownership to earning quality.
Although foreign ownership isn’'t controller shareholders
or they aren’t in Indonesia so they can’t monitor company
practice and policy, but the existence of audit committee
help them to monitor company management especially
about financial reporting practice, and also they can get
earning information more accurate. The last, audit
committee can moderate the effect of managerial ability
to earning quality. The existence of audit committee is
expected can increase internal monitoring of company
especially to management policy so, it can achieve
transparence of management responsibility.
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