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Abstract:

This study examines the influence of corporate governance on earnings management in Jordanian
commercial banks listed on the Amman Stock Exchange. It explores the impact of liquidity, size, and capital
adequacy on earnings management, with corporate governance serving as a moderating factor.

Data was collected from annual disclosures of all (12) commercial banks listed on the Amman Stock
Exchange for the period of 2017 to 2021. The study employed an analytical descriptive approach using a
cross-sectional data model and a longitudinal fixed model.

The findings indicate a negative effect of liquidity, size, and capital adequacy on earnings management in
Jordanian commercial banks. Moreover, corporate governance was found to modify the impact of liquidity
and capital adequacy on earnings management in a negative manner. However, no statistically significant
effect of governance on the relationship between size and earnings management was observed.

In conclusion, corporate governance negatively modifies the impact of liquidity, size, and capital adequacy
on earnings management in commercial banks listed on the Amman Stock Exchange when considering all
factors collectively. The study recommends maintaining appropriate liquidity ratios and the capital adequacy
ratio to ensure financial stability in commercial banks.

Keywords: Earnings Management, Corporate Governance, Modified Jones Model, Liquidity, Size, Capital
Adequacy.
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calal Glis oY) 3 Gils Gl dal e 2 WY1 B Gan l$HA b KA Ain asgie Gub of Cums 2 LY
JBaasiall Cal, LYY

Ay cateal G clgille 5 A58 Cilaal (s 8 A0 ST ASHAD Jaad Gyl (saa] AS550 sl LuSpal) e
CGPI dayn Dla (e lgwld & Cun @lSpall 5aial) aSsall il 4y (Budiyanto and Hudiwinarsih, 2015 )
LSsall o) bl il capglal gy Gl by danssl) (he (s (53l ¢ ASEN L) oY) e A8 aasg
& (Okyere et al.,2021 ) dulyy iy Aged) e S5 o1 ST e Sl ad)llg La)l) e ol S pal sanl)
AW e SIGEN @lily Tpeadinl 85 (A Sl Guly JS8 18 e I AaSong 2 LY Bla) 5l 3 saaal)
LSom 3smg of S Auhal) il eolals 22018 L 2008 oo 55l DA chyaall agin Landl (e 558 Glaly (1
WY Bl Gigan e I AaSsall ilsylan 35399 7 WY 3aY Jladl Jgall 535 e ity @ilS)al
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Aaldatl) ddpal) £ GG Guasal)

Ail) JLals Aall) Lingla

Judladl (e e i s3Iy Panel Data Regression  alasiuly daill sl mgiall aladicl duhall sda 4
Lyladll gl e Sl adina (sSig (Time Series and Cross Sectional Data ) duakiall clibully duie))
il n ) lee Gm 8 dmpaal) ol SIS s Caom lldy 1S (14) laose @y Slae daysy 3 dnpaal
sy Leg GIAY) OlSl ety (2021 =2017) saiaall s5all Ljlas S5y (12) o cabiasd Al due Wl 2022 Hle
hal) laad) s alasial 5 bl Jilas 7 3geil Lallg L 2latl @gid) ce ddide Clalets dala Lagl £aadla
Sl Glee a3 Aapadl Aylail gill Lgiaad) AL )l e Sl gan 35 (E Views 9) aladiuls saxidl
AN andV) NV oles 389 Ayl iyt el L ALall <3 gl

Model 1:

EM=o i+ B_1*LIQit+p 2 * SIZE it+ _3 * CAR it + ¢_it (1)
Model 2:

EM=oqo_i+B_1*GOV_it+p 2*LIQit+p_3* (GOV_it * LIQ_it) + g it (2)
Model 3:

EM=q i+B_1*GOV_ it+p 2*SIZE_it+p_3 * (GOV_it * SIZE_it) + g it (3)
Model 4:

EM=qi+B_1*GOV_it+p 2*CAR it+p 3 * (GOV_it * CAR_it) + g it (4)
Model 5:

EM=o_i+B_1*GOV_it+_2* CAR it+ _3 * SIZE_it + B_4 * LIQ_it + B_5 * (GOV_it *
CAR_it) +B_6* (GOV_it * SIZE_it) +B_T7* (GOV_it * LIQ_it) + g it (5)
Which are:

EM = Earnings Management lej\}\ 8ylal

o_i = Regression Equation Constant  «lull (alall culil) ﬁu\

B1, B2, B3, B4, B5, B6, B7 = Regression Coefficient  dlaicedl i purially Laldll e ilaal)
LIQ = Liquidity Agadd)

SIZE = Bank Size dlull aas

CAR = Capital Adequacy Ratio JWl () 4,US duws

GOV = Governance  4Ssal)
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€ = Residual [ error  _asal of Uadll iala

H(ld) stall) LY B3 (uld
ixy 3l (Dechow et al., 1995) Modified Jones Model Jisdll jisa z3sas alatiuls LY 8)l) Luld &
Geagon and ) (e bl Sluball (e saell 8 aadiad 885~ LY Guldl crentind S Guldl £l Jeadl
Abbaspour, 2017) (Azzoz and Khamees, 2016) (Kolsi and Grassa, 2016) (Hayes, 2015
sl Y aladll (389 diatg dploay) Claadied) dasyhy o (Kajola et al., 2020 ) 4uly15 (Moghaddam and
Aol (385 Al Cilileall (o o2 (3hlly Lkl el) ila cp Gpal) DA (e S Cilisiceal) (il — 1

Al
TACC;= ONI;;— OCF;;
:of s
(t) 55l (i) il 2L Cliniend) i TACC,,
(t) sl (i) il Lisall ol Lo Jis ONI;y
() sl (i) il ddisal ilbaall (e (o) A i OCF;;

Ge i e A IS ey eas e il gy e cliy JST@llyg (NDACCiy) 4)lasy) e Cilbaiedl aaas 2
V) doledl Dla
NDACCi,t = al(1/(Ai,t — 1) + a2(AREVi,t — ARECIi, t)/Ai,t — 1 + a3(PPEi, t/Ai,t — 1)

+e
10) Eus
(1) small () clull Llaa¥) ye Glaiwddl Jid NDACC;;
(t) sl (i) lud) Shabl A ) i AREV;;
(t) 80l (i) lill dnal) aadll B sl Jias AREC;;
(1) 3all () lull Slanally GlShieally chlaall Jic PPE;;
(t) s5dll (i) clull Jpa¥) Jaa] fics Ait-1

LY e cleaiesally A0S0 cliaiead) G 3R 8 Adally ely U< (DACC; ) 4,Lasy] cliaicadl il o,
DACC;= TACC;; - NDACC;; : i

P(Ja gie) Adgpead) (uld

G5t ga (1/42) 28y ol ASaY Tais ciladaill sda cijren (585l il ke (335 Aa V1 Slgill & Algeedl el 2
Cipisa 83a) 3 5k dae D] g ple IS8 Bl (GO0 clill clillaia o G 4Daa35 2000 bl din,¥) i)
Ugaall (uldaS Loldic) & Al dagjeall A gal) danasiy A gueal) dadass danssg 4 93al) Agaad) dusiy Agaad) i Lgie A ganall
-(cbj.gov.j0,2021) :a.llll dalaal) 384

Y% gihasl s [ chlénayl + Lol = (Quick Ratio) eyl Alseedl L

Lahp b eball 138 dladiad g Algad) Jed) il 138 Gubdl Zuhall oda (8 Ayl Agedl Gelie 381 5
.(ElBannan and Farooq, 2019)

(e jiia) i) aaa s

.(Ruwanti, 2019) Jswa¥! Jleay anball ijle sl Gladin) JUA o i) ana (uld 5
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Agand) Guliy)

ol g b Aasaadl Ajladl il b 2L B

Ln of Total Assets;; =Size

H(JEn e ) Jlall ) LS

Sgall 8ypdial) Ll oyl b dileally Leie aatall caadaiill JUl Guly LUS daas DA G Sl Gy S (b 3y
2nS 3 Db Lind U8 (e saaaall dacailly %12 JUd) (aly LS Al 50Y) aal) s Gusy (5550 il el 3844
-(cbj.gov.jo.2021) Syl el Wl L) i g @lldg %10.5 o

CAR =

:SL:JLBS\ ol &ﬂj L@.JL.A:\A‘ e:\ig

Tier 1 Capital + Tier 2 Capital / Risk Weighted Assets

(0B el ) ClSpil) AaSyn (uld

: IS Llaall sl U8 (e 4 Jpenall pasnssall aSatll Qs ceng Fpnsnssall BuaSlall ol e bl 5,
(Hasnan et al., 2021) 4u))25 (Azzoz and Kamees, 2016)

(t) dad) 3 (i) il Bl ulos slimel 220 PR (0 (il

:(Board Size) 53y (ulaa aaa

(1) Gl 2 (i) il 3 B e slimel 4B DA G (ull
Ll 5y e

(Independent) a1 (uulaa Do)

(5%) U8 coe ASshadl () Bl (i) clidl 8 53Y) ASLe duusty (ol

(Managerial Ownership) 34y} 4.l

GaasSall e () sl 3 (i) bl b cliocsall 28 iy (el

Institution ) ciluuwgall 4Sla

(Ownership

Cleang Cilune U8 (e ASskaall (1) dnadl (i) i) agud dows Jaais Governmental ) 4iqgSal) dslal)

VPN (Ownership

Glgas Slaage U8 (e AS5kaall (t) did) 3 (1) i) agad doss Jicig dial) 4uglal)
LAl

(t) &) & (i) bl Gax) dial elinch aaey Guliy

Audit Committee ) (3duill 4ial aaa
(Size

lull 583 Zial e Zpdinil) 8)aY) ce Cpliienall sliae V) ey ulisg
(t) Lt 5 (i)

Audit ) adal Lal slaci ddda)

(Committee Independency

() Lol 3 (i) cbill 38l Giad e Lainl daes Gully

Audit)  aRal Ll clelds)

(Committee Meeting

s pdl) Al dadal) bl Jalas

Clpaiall s agasigig Al e (ailadl (Descriptive Statistics) Wilas] lag (1) a8) Jgaadl a3i

CJaaall uaially dastilly Algiesal

il Alas) Chagll (1) Jgaad)
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el o Gl Ryt b asal A gl b L B
il ) | W | W | cibady) | duws) | el | 5l piial)
Shead
2.65 -.107 .076 -.083 | .036 .0019 | 6.60e-| 60 Clgjj\ 8ylal
11

2.31 -.038 527 .397 .029 465 .466 60 LS liaylan
RACgHA|

2.24 .622 74.95 | 42.62 | 8.923 .621 56.09 60 Aguud)

3.97 1.19 24.042 | 20.794 | .854 21.73 | 21.841 | 60 PEN

2.61 -.015 208 d12 .022 .159 162 60 JLl Ly dpus

Ugsedly AN LeSon lnslany m LY 51 sdusedd) Lyl Cilpurial dotagl) clilasy) (1) a8y Jsaal) Gy
Gl olatV] gl GululS Jaxts lgman 5 ) Cllall Ladle cililasyl oda i Cus oJll Gy RSy anally
e U9 sl ailiads gl

pae 4l ) i Lea giall il (e Zuf L e 2 LY B ) il ddassgial) dl) ol il 038 (e Laadly
Lea ¢ 0.0019 xie S el dlacigiall Lall cialy Ly Aisall 3 2L B3] oo Sluslae Joa danialy ildize 35ag
oo Jline (g5iee ) 0.036 AL (glmad) Gladl jadng WS L Aad) o2 Jsn 35 @lladldl e of ) el
Clyise 29ns Ao Ju b s sl e ¢ 0.076 50.083— I (spmilly Liall audl) il cylily . coliball i
¢ (o) Dbl Ciuila Cibas) agag () 0.107— Gihas) dad Cpghal Cum L@yl ans (53 2 LY B Cilesleall
s 8 By (e Alins Aayd e Ju g 2,65 dayinll Aady L 3 sl gai S Juay gl of iy e

S lae ¢ 0.466 s "GISHA] ASpn lled Jand) il dad Lacgio ol (1) 8y dsaadl (e Baadly LS
Ju Lo gas lacsgiall £l 305 0,465 Aacgial) daill yelaly Aiall 8 lSHA LaSsn lislanl Lansi adie (5iune
CibadVl A 50.029 L) (gleal) ChatY) i dee 5 Lo sa 5. el 1igy Aealall lill enla asisi 2sas e
- 2.31 AW Loyl 50.038 — Axl)

pie e ) s Lea ¢ 56.09 tie dad lavigie "Ugedl' pglal a8 (Auhall 8 Aliseall il Gads Lo W
Gl A caaliy WS LAl o cad ai cllaadld) &lle o ) 0,621 ddacgiall Al yudig Asaadl o Gyt
3539 e Ju Lo 525 0.622 Lo CahatV) dad cypglal L alall e 8BS A0 39a o Ju b 525 8.923 (gl
Jassie (sie ) 2.24 AL mdajiil) dad i hudl L Ao aiill e d5ag in Lee ¢ (ange) Cnad) S Jile ol
Jowsiall iy 3 Jpall lal canlall dilell o lely ud sy anall (B Jiad) uaiall Wi L3553 (g
A (glnall GhaiV) (eay 5 Jacegiall e Sl S sl Zalle ol Ju Lee 21,73 danssiall 2aill 521.841
Lee ¢ cal Baals Calpail Y 1,19 AL s gal) CaladY) dad clily bl 3 i) (e Jfine (g5ine 0.854
SN Ll s by 89,3 (e alle day3 agag e Ju Lo 58y 3.97 oyl A cualyg . Y will Jse 353 Jim
.(heavy—tailed distributions)

S G ittt (ggiene o J Le 525 0,162 o Alavsiall L) o) M "JL) Guly LUS' i il puds ¢ Tl
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Agaad) (uliy) . - N R ¢
s Ty 3 gl il il 3 £ B0

Gl ey 5 il e SLlE i Slasdll) Zdle o ) 0,159 dawsial) Zall iy Al & JUl )
L) 3 cplall e G e dap0 0.022 AUl (glaadd)

Colidl) adual Jalaa (2) ady Joas

bl a5 Jalen sl (bl pAa3 Jalas T cipiie
701 1.426 anal
745 1.343 IR
781 1.28 A gaud
825 1.212 JWl oy Al
- 1.315 oekal) ai Jale Lausie

LUy ¢ Algaadly ¢ GISAN AaSon djlang ¢ paal) rhuxia daY (VIF) oal) adms Jalas (2) o) Jaall e
N1 e S VIF dad i Gun L and) lpcany Aiid) clyid) Bli)) a0 Gl (andl) 138 asig . JWl ()
OSar ¢ VIF ad e 2l ¢ ale <o byl (o ool @ldalayl ) i el al 2smg ae ¢ Baaeie Ll 3Me 25mg
O ) ) i g LS LG aidie (gglas e i) G Jaghall aed dsag Chdge g ollia ol o i
VIF Jassio dlig il jausitig 2aeial) jlaaiV) z3la Qilail age el 525 ¢ BN (o Jsins (S5iusas @iaT <l kil

(Hair et al, 2018).  daall sxaill Al<ia 3539 pie (M g Laa ¢ 1315 cibuial) gaes e

LM ¢ g ddgieaa (3) ad) Jgan

Pairwise correlations

(5) 4) (3) (2) (1) Sl
1.000 LY 8(1)
1.000 ~0.004 sl classlas(2)
1.000 0.009 -0.111 RTE)
1.000 0.439* -0.320* | -0.002 aaali(4)
1.000 -0.188  [-0.056 | 0.413* ~0.146 JLl Ly (5)
##3 p<0.01, ** p<0.05, * p<0.1

oy Cus Al it (g Balo ) Gbigies el DA (e o Al LS (g Ashias (3) o8y sl ase
LM T e b ad Gasa Gayie (g dpladl) ABal) olaily 598 (530 Ll gy Jalae

&Ll sladls (%14.6-%04-) c cngli (WY Bal) Jtiadll axial) sl G Jala V) Jalas dad of ey
el 3aall Ao Bica Jaad Yy Slany) Q) ehal Lulia Ll 1) 250 1iag (%80) sela Al s Jsaall
AaSsm Fenlan (o A 3 (o sy - alal) JSE Amiiie duhall Cysiie G LUV Aag b dsadl G edass
35ng ) Gy WS L Jlall Gudy S G gn Llal s Uniugia Labes Ul 3gng cujelal (ally i) aas s S0
il aaag Agaad) G Al Jangie alagl b))
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Agaad) (uliy) . - N R ¢
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soid (B Jalead Basgl) jda LIS : (4) ad) Jeaa

Lguaall p dad usSaal) (6\S 2y yial)
0.0215 39.9696 A iBE
0.0003 54.6875 LSl claylas
0.0000 139.1003 guud
0.0436 35.3366 aaall
0.0000 94.1617 JLl Ll dpis

el LAY 138 axdiey Cua ¢ Auhall chaiie paead dd Gl Jalead Baagl) Hoa lial w0 (4) a8y Jgaadl ape
ol e Kok eda o Gl Al 3 A3l Jedld) e oIS 13 L

o2ty e Ju b 585 .0.05 Al gl daaY) ggice (o S Auhall Gyt maeal P el Gl il el
Sl Baagll Jia Hladl il ) 15Ea) o Il Al lases ) clpiie ol gisiugg sl 3al djieall L il
Kb (Sl aly BUS ¢ paally ¢ Agaadly ¢ Gl AeSon Slislans ¢ LY 5)) Lsedll i) gaen el ¢
el ALl Julat clelaY daulia gl Saag 53a o gina Y Ll ) ud Lee Gl
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o) o] Olas Ay g b Aapsall Ayl dgid) B 2 LA By
AEBlally i) :alll Cuaal)
dupl) ciluda b ulid bl (5) o) Jgaa
H5 H4 H3 H2 H1 sl i)
ualdl) 7z dgall) G gasadll | QU zigadll | AUz gall Jo¥) zigalll zWY Bl
-0.041 -0.055 -0.095 -0.08 Sl jlaa
(.512)%* (0.605)* | (.03872)* | (0.193)* ) Jassal
-0.048 -0.041 _ _ -0.0473 Sl o, Bslis
(0.243) ** | (0.318) ** (0.211) **
-0.035 _ -0.027 _ -.187 aal
(0.028)** (0.027) ** (.027) '
-0.005 -0.005 -0.005 .
_ _ Ugand)
(0.001) *** (0.002) *** | (0.001) ***
-.0332 -0.025 .
- - - daSgall* 5 las
(0.119)** (0.577)**
-0.134 ~ -0.251 ~ ~ LSpal® saal
(0.24) (0.183)
-0.046 ~ ~ -0.077 ~ RS
(0.093) ** (0.097) *
0.225 0.047 0.027 0.886 ~ ol
(0.604) (0.052) ** | (0.589) ** | (0.001) ’
60 60 60 60 60 e
Sl L)
0.631 0.312 0.357 0.379 0.504 R2 da
18.292 2.414 7.109 4.609 11.945 F da8
Prob > 4.3
0.000 0.035 0.010 0.035 0.000 E
*#% p<0.01, ** p<0.05, * p<0.1

Gstl) )l it DA (g il =3 gail) alasials dadghall lilul) / Aiajl) Aundaial) Cilladl s g Audall cais
Hausman test (1978) (uld sy s LK daa jall dldiaal) clplaall dallae o Jory (2l (cplil) dav)
Al 8 desedl) il @l Gal@) Ssdiall 7 3sad) e i) 73 5al
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Agaad) (uliy) . - N R ¢
s Ty 3 gl il il 3 £ B0

oY) z3saill (mpmy Gum Al (e Jg¥) Gl (B sl Al Asedl) Sl i) il Ladle (5) Jgasdl (aye
Wle agag gl eliis . glee duayg A dasrall el @il 8~ LY 5y (& I Gy BUSy anally o) 5
LS das ly LalS Cum 2LV 50 e (%20) Jaleass %5 (gsiuss die Jlall Gy GUS) Lilian) Lpeal @b Luse
Oo JS A Lgtes Al bl Bae e daill) o3 (3iTy daidia ZL)YI Bl S BY) L) cilS LIS Jld) )
b JaY! z3sall ekals .(Citra et al., 2021; Nalarreason et al., 2019; Religiosa and Surjandari, 2021)
(%0,01) sie Cama Jalrass &,3¥) il 8 LY 5 e (%1) (o vie dilias) AN 3 Lue 13l Algdl
IS, (Religiosa and Surjandari, 2021 )ae daill cilsis = WY 5 b L3l ey il gl Agae sl LS
.(Tanlicha, 2016; Nurshofyani et al., 2016; Paramitha, 2020; Citra et al., 2021) L Sl 5o as
] g A 03s dule Jon dale pise 3535 e aiill LY Bl o i) sl ddbias) AN 53 [ el ol
pxs il elly Ealdl yus dus (Lee and Choi, 2002; Nasution and Nengzih,2020) &) ae daill s3a
Hage DA (e 2Dl Ysiea Dyt oY) 7 35l elng 2l sill Joea) Jlan) o8] aliead 23 V1 4 laill S
e D g vieg P e JB digunal) Foded Ciels Cun z3gaills Lale By %50 i dpads o s 53l R2
Aflas) ANS 53 SN Slan) z3sall D) ) s Lo 585 .%5
AR A @) 23 Copelal Cam Al A gl AL il @) ety Aahl) ) LS (e AilaasV] z 3Ll Culi
Cun ol duayg b daad) dplaall Wl B 2L Bl B Alpadl T e clall Aol Jaa il agas
- %19 Jalaass %10 xie QIGAN AaSon puaial dudials Lilian daaa) 3 Lo Al 35 Sz 3gail) gl
S aglia aiis %0,02 xie Caimia Jalaass %1 vie Agaull ddlas) Lt 53 e 580 agng il cajelal ey
DA e Jara )5S gy Gl Laon o Jelinll daiis Liad z3sail) edass . Jo¥) z3saill b el o Cujf o
Aol Aaon lijlaall Jaea 90 3539 e 1385 %9.7 dalaasy %10 xie ddlas) AN 535 dels 3 jeels
z3saill sekug . (Citra et al., 2021) dudy ae At 238 i) 85 &,V sl 3 Z LN 5yl e Algpdl 5 e
dad Ciels Cus zsaill Lile Ly %38 vie Ll daws 3 S3s R2 dise DA e AL Lidala Jyseais S
Adlan) AN 53 MK SlasV) g 3gal) @Dlia) ) uds Lo 25 . %5 (e S8 (g5ie 2icg P e i ugundll F
Al gl 3 LY Bl (8 aaall T e il Aaond Jane 550 35as0 AL B Lol 30 (e La Dl
dalrary %10 2ie DI AaSgn porial Ldials Aflan) dpeal D) LuSe Dl 2929 N plee Layp (B da )l
Al aiing %3 die Chusia Jelaass %o vie anall ddlias) daaal 53 e Bl 2gay bl el L . %3.8
Galaad) 35wl 8 el ez 3gaill 138 8 dapaal) Jalgall CDER) DA (e gl (K e stg Jo¥) zasalll el e
e (M e Al Jane 59S aaally ) AaSon G Jolial) dais Liad z3saill Jelag - anall 558 33 (ol (g3l
i) g 43,Y) gl oY) By dlill aas dDle Lo (g (gl die dblas) el 53 LaSoall Jaea 50 2509
Lows 3is Ay R2 Hdise DA o Al Lidals Iysesisi Gl 35l jedass . (Fitriyana, 2020) )y ae dail) 238
Al als Le 525 %5 e Bl (g53aa vieg P e U8 dgenall Foded els s z35aills Lele By %36 die &y
Aflaal AN 5 ) SlasV) z3sall oDl
LSsal Jara 90 29ag Al (5) Jgaad) 3 abll zisaill DA e leailin Helas Allg dahll ducajdl) il jadsg
o) eal) 138 gl e Bayer (B Aapaal Aplaall @yl 8 2 WY Bl 8 W oy S T e i
aleass %10 e ClSHAE) AaSon yial Dpdala Lilias) Lueal @) Lo 3D 35a5 2l Zisalll Cpelil Cam
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