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Abstract: This revearch aimy fo amatyze B offect of irdependeny board of directorr compayiion,  inadependlant avdil
camaifes, s chirmrcterinios oa (e ize amed peegirabifing e the faregrared reporiing disclasare of the marafaciuring Gy dned
i fndomestan Stock Exchonge. The populaiion wsed v ey research corsists Jrom {50 firms perdod 200 5200 7. Parpestve vampiies
wald poglememied (e 0y pesearch, From 150 flesis, anle 5T fesss were selocted oo peasarcl simples. The sosall skowed tl
faleperndant amlly commiies amd e size had posiiive effecr 1o ohe fntegrted reporiiag disclomise while fadependeny Board' af
Directary Cemposition and peofimbiline fkad mo cffect fo dee integrated reparimg decclosure

Sevwonti’ fadepenienr EReccioes, Irdepesdend Awdld Cammiines, Fira Size. profinehiliy, faregemen Sepoeting

1. lﬂmduﬂhn

The mmximiztion of the wealith of shareholder's s the slbmate goal of company’s menagementd srarcholders wemith
mexirizadion), whoch will resull in maxmmzmg bon's valoe (Breadey, 2002k Buet now the company must also be onented o
stakeholders (stnkeholder oriended) iF i wims 1o inerease s company value, The bigges coniribution t the ghobal crisis in America
i J0E was caused by the comgany only gave priority o sharcholders eriented withow regard w stakeholders oriemed (Saiglice,
200%). Leaming from the causes of the crisis, companics ane encovraged o be more ransparent and volusary o meet dhe
l:.n:p-t.'l.'l.u'ta.-: of stakehaolelers {Lichia Obiveira, Lucia Lima Bisdrigees, 20040

In mesponse o these conoems, many oo iexs have sowghl to bmprove fhe infommation available for gakeholder decisions
fhraugh the additton of francial reporting and reporting of non-fimancial nfomaticn (Cohen et ol 2002). As for non-financil
reporhng, nchuding corporale social responsibility and corparabe sustamabilidy approaches thal hove been ussd by companies, the
approsch still hos seane weaknesses because il s dill separated from the bnancial stalements of the organation s that it fals o
create a link between sustainable issues and orgonizational stranegy (Sieakaya-nirk, Baloglu & Mercado, 201 5)

I 20H 1, an imtermntional institetion named *The Ierstional Imegrated Repaorting Couneil (HRCY was esmblished which
made o reference for companies moreparting, both fmomncial and nen=fnancal. [BC &= an instibobion consisting of gevemmenl,
inwvestors, companies, stomdard makers, accountand professions, and non=gevemmendnl arganizations. This msbtubion offers reporting
standircds for e by companies i order to repot Lheir activities, both fmancial asd monsfinancial aspects which ane imporntig
clemends m ihe reporting. The reporting of this activity will be o single or miegrabad angd mberconmecied witlk cach other knowm as
inegraled reporting

Some intemiabional gudehnes wed m the formation of mbegrabee reporting structures are the Global Beporimy Iabotive
JGREY, the [nstifute of Social aadd Ethical Accountability, and the Inemational Integrated Reporting Coumcil {ACCA, 200F)
Integrates] neponting is 2 brel commamdcation abow how erganizational strasegy, perdionmance, and prespects of an orgamization can
create shor-lenm, medume=temm, and long-temm vabue Pwwow theomeorg, 20130 An imboresting phencmenen in the Indenesian capatal
market 15 that mest companees thet go public in Indenesia are fmdy fioms and gevemment-owned companies. Whereas it s known
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that the famely fimm and company owned by the gevemment are concentnedaswnership. However, acconfing o the mles, companies
fhat have heen go public mst hve o spamtion between cwner and management. The management cannal be istervemnssd by pthir
parties, vel it i possible that manzpement will be mtervened by e concentred swnership s that it will mfluence the mamgement in
e s osue of iqegrated repsortimg. Thecrisis coss thet hil governmsent pd private coimganiss in 1IHJL11|nigI| 1905R was iseparable
from concentraed ownership intervention iy company mosagement. I happened due o the ineffectivensss of the Board of dirscters'
oversiehit functcn and the lack of tmnsparency of the board oF directors and ambit commabiee in disclesimg mbommabion

Comsicermg the new infegrated reportimy stucy is sl bessstudy conductad 1n Asian regoon, especially m Indonesia, there ane
shll many differences i rescarch reselis on oimtegreded reporting and fypoical comporade fomily companies o Indonesia incdicating 1o
have pedential o mbervene m oorporale monsgement and monagement’s policies, theretore, ferher research s needed o examine the
elfizct ol the compuesition of the mdependent board of directars, independent mxlid commities axd finn churcteristie in fomm of finn
stee and profiability on the disclosure of integrated roporhng on manulactunng seclor compnes in Indomwesian Sock Exchanpe.
Based on the bockground described, the researcher comducted a study entitled, "The Effect of the Comgposition of Independent borad
of Directors. Independent Audit Commvitiecs, and Frim Chasacienstics on the Integrated Reponing Disclozare b Manwlfctering
Sector Companies 1n Indanesian Stock Exchange™

1. Theerdical Foandatisns
a. Agency Thoory 1
Agency dheory discusses aboat the relotionship between agends (management of o busmess) and the principal (biginess
awmer|. In the agency rebbanship there is o contract wherehy one or mone principals goven the agonl o perform a service an bchalf
af e principal and aharize the agent b makes the best decision for the principal (Jensen and Meckling, 1976). A problan will occar
when the pancgpal conned determine amd knosy what has been done by the agent,. This soparatan of company manzgement and
awnership can bead o a conflict of interest between managemenl and ewners which crealkss zoency problems,

b, Legitimacy theery
Legitinuacy is an acknowledgment of the legality of sometling An organizstion’s legitimaey can be soid 1o be o potential benefin or
soarce for the compony to survive {Ashfonh & Gihba, 19900 Dowling & Pletfer, 1973 O'Denevan, 20020 Legitimoey theery has o
relabinship with sakecholier theory, Lepttmmacy theory skades that orgamizations contimually seek wiays o ensure ther operations
widlsim fhe Finuils and norms prevalmg m seciety (Deeeen, 2002 [n the perpective of legitimacy theary, o commany will voluniamily
reporl its activities when mamogement considers that 1= whal the communely expects.

v.  Composition of Independent Bowrd of Direciors
Acconding o Hosspin & Reaz (2007 states thad the composition of an isdependent board of directors is & comparison between
indepznadent directors and the number of directors in the compony. The existence of & conposition of an independens board of
dimeciors withm a company 5 expecied o presiere the company o disclose all mivrmation valumonly,

d.  Dnalependent Awdit Committes
Acconding 10 |Beasley o al., (2008 it an mxlependent swdit commatice is an independent monitonng it that aims o

asceriain the bruth of corporate disclosure, el am the agency theory's perspective thiol an idependent st comaitice con debect ar
at least rechice frowd in reponting disclosure { Bronson et al., 20059,

c. Firm &
Descrihing the siee of & company indicated by toial assets, lolal sles, avenage ol sles and averpge izl asels (Brigham and
Hiustom, 2011}
I Prefitubility
Profilshility & the company's ability 6 make o prodil in elation o sles, fogl asels and cwn capatal. D this study using the o of
Reurme om Assets (ROA) as & prosy of profitabilivy (Kasanin, 2012)

- Indeproted Reperting
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Infegrated reporhing ax 8 concise and miegraled mfcrmatifpl comumunication process on how strabegy, govemanoe and
remanseraban, performance and prospects of an argancetion result in volue creation i the shart fierm, meeclium and lomg: berm [ TTR,
20135

Im alis squdy there are Four hypotheses & follow;

Composition of the Independent
Board of Directors

Composition of the Independent

Board of [Hreciors
Composition of the Independent Integrated Reparting
Baoard of Directors s CITE ST

Composition of the Independent
Board of Directons

HE: Composition of the Independent Board of Directors influences the Disclosune of Integrobed Beporting
H2: The Ambit Coammiltee affects the Dsclosire of Infegrabz] Reporting

H3: Firm Siee affiscts the Disclosure of Integrted Beporing

H4: Prafianbility affects the Disclosure of ntegrmted Reporting

RES EARCH METHODMYLOWEY

The popailations in ilsis stedy were all mansfaaunng sector companies in Indomsian Steck Exchonge in 20032017 total of
150 companics. Bul in this study the sample selectien methed wedwas perposive sampling, enby the data that malches the existing
somple eriteria. The ertena are (1) Manul@cotering secior componies regisicredon the Indonesia Seock Exchange in 20152017 (2]
Campanies that have voluntanly disclossd the inmegrated reportmg in 201 5-2017.

Based cn il sample selectan eritenia above, the mambers of samples wered | companies, The tpe of data needed in this study
wits secondiary dat which was analyzing the annual report ol nens fmancizal companics registered on the $ock Exchasge in 20015-
2017, The technigue used was Multiple Linear Regression using the Siatistical Packnpe Social Sciences program (SPSS)

Orperatbonal Definktion and Varlables Measarement
a.  The composition of Independent Board of Directors

The definition of comgesition of board of directors is & comparison betoceen independent directors and the mamber of directors
in the company [Hossain & Reae, Z007TE The composidion of m independent board of directons has o tenfency o pressune the
company iodischese all infornaion volumarily (Michelon & Parboneai, 20021, The measurement of the comgusition of he
inclependent board of directars m s sy refers to (Hossaan & Beas, 20075

imndependent directors
boord of directors

Composition of independent board of directers =

b, Indepeadent Awdit Commitee
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Thee mslid commitbes 1% an independend menienng unil thal aims to ensere the muth of coampany dischosre (Beasley et al,
2000, Bossd on tlw apency theory's point of siew, that on independent audit comminee can detcel or ot least reduce fraud in
disclosure of reporting (Bromeomn et ol 2009). The measumemenl of an mdependent sudit committes refers o (hhmed Hap &
Aoy o, 200G

independent awdil conmiltes
eIl aardil commmritles

The aodit commilies =

& Flrm Kize
Describing the size of o company mificated by okl assetx, toial sales, average talal sales, snd average oal asets (Brogham
oo Flowsiban, 200 |y, This study wses iedol asebs as n descripdion o fomm e
Fire Skee = Lo (Total Asset )
dd. Profitahility 3
Profianbility rties are the ability of 5 company toomake 8 profit in relation to sabss, fotal assets snd own capital. In this shely uses the
ratio of Returm on Asseas (ROMAD 03 o prosxy of profitabiliny (Kesmir, 2002

Return on Assets (ROA) =

¢ Difeprmed Reporting

The iegrated reporbing frame work wis mmodeced by The Intemmatonad Integnied Reportmg Council (ERC) a1 the G20
meeting m June 3001, Contend asalysis wos wed imthis study o measure the disclosume of inbegrated reporting whene the use of
Content amalysis refers o mesearch (Ahmed Haji & Anifowose, 20060 using checklist consisting of # (eighty main principhes
cantainmg 52 question ibems, These pnnciples can be soonin appendiog 3, Wken intonmabion is avazlable giver o scere of 1 and i no
nel avatlable grven o scare of O, Then o coloulate the walee of the Integrted FBeporting Score (IRSOORE) rebers o resmasch
conmdlucted by (Lee & Yeo, 2015). The IRBPOORE value = coloulated bassd om the achm] value of mtegrated roporting imformation
providled by the compuny compared 1o the todal value bised on the chieck hst,

he Method of Dota Amnolysis
Datz analysis method used in this study was malbple regresion analysis, The mitial mode] of thas stady 1 ax falkeas:
Y=g ﬂl"ﬁ + ﬁ'z-xe + |5'3.t'3 + ﬂ'_,?l']_ iy
The nest used in this snedy was a classic assumgption test (normality best, maliicollimearity  est, subocornelation tes, ond
heteroscedasticity besth, multiple repression fest and hypothesis fesd,

4. Besulis ol Discession

Descriptive statisbics are used o provide an averview or description of the dat under  the research by locking ot mean,
saandard deviation, and maximane-minimum of values,

Tahlel Descriptive Stakstbes

lmumuim Aaxmmum Mlean

INTEGRATEDREPMTING il Al ey -
The: compesition of ndependent 05 & IR05
Baurd af Directars o ' o
Independent Audn Commitbes 7 o e
FIEMSLZE 1S 4558 21.B104
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PROFITARILITY =13.58 26,15

.74

Walid M heratse)

Seamee: Data Processing Resulis

132

Bosed on the stanstical descnptive nesulis in whle | shows that the avermpge imegraded reponing value s 02748 with

v valoe of 0.0 and maxismm valoe of (L461, the pverage value of the independent board of directars |

AR0OS with mnsimm

vibug of 003 and vobue meaximanm 00649, the average valie of the independent nudit commvittee s 0.2 %46 with mamimum yabae of 0,07
and mesimam value of 0,70 the average value of fimm gize 5 2181048 with minimeo valae of 0,363 and maximam vabue of 4358

ani awerage value profithiling of 3.

CLASSIC ASSUMPTION TEST
resabl of the malicellinearity

TA39 with mvininauom value of -3 5% and maximam value of 24,3

Tuldle T
Variahel VIF
The mn]m.r:i-t;:nn Ell_lﬁhmu:'l'ém_&md' 1 | ~.|-¢-
oof’ Direcioms AR
Inlepenident Aucdit Commatice L375
FIEM SIZE 1.04]
PROFITABILITY 1.0

Sowrce: Data Processing Results

Table 2 above is the relt of the multicollinerity test of the regression eguation m this study, A ropresson detected
malticollinesrity if the VIF value is below | i the cutput cozMicients. The VIF values of all variables are above |, it can be

camcheded that this regression i5 fiee from multcellineaity or can be considered o8 toleronos valse below 0,01

Heteroscedasicity resulis

A regression 5 said o be detected heteroscedasticity when the residunl scatber disgram forms o cerinin patiern. The
regression resubts an Frgere 30 below shaws that there is no specibic paitemn  shaping the image. Thas, it can be concheded that

regrussiom s free from heleroscedastic cases

Beallwiplol
Dapsndsnt Variasbls: INTEGRATECREFORTING

2 o -]
o
i @ B aa =
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| s . ?n et -
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11 eeEns T
o e bt S o
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Amivcorreluiion Resalis

Fagreunlon Standardiced Predicted Walus
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Tablke 4
o] 14 B Square Adjusted R Siel. Ervor of the Dhigrhin-
Sajuere Esfimane W atsan
L A4T [aL I7H A L0ET [.575

Soarce: Datn Processing Results

A regressm dietecied awocorrelation when fhe DWW walues U= dl_ Based om the DWW ishle at p=0.0% KW=153 and K 1,
aobfamed score LIT and diT 1.54 dl. The resclis of the DWW value i thes regression are feund @ able 4.4 of 1,575, These resulis
inadicaate theat the D=8 dLE= dL value, it con be concluded that this regression model is fres from autocarrelation.

Sratkstical Test
Chverall Test {Test IF)

Tabde 5
Model SumofSquares  df MeanSquwe F Si
Regressian A 4 1z 92ld o
| Risiclaal LEDT 148 o
Fonl v S b

Soaree: Data Processing Resuls

Bused on e estimation resulls of the effect of the compasiticn of the independent bourd of directors, independent audit
commities, firm size, and profitability of integrased reporting disclesunes as shown in ble 3 it can be seen simalianeousbythor the
independent board of directors, independem audit commiviee, finm size and significant profitabiliny variables affect the imegrated
reporing, This condition is indicated by the calculaed Fowvalue of 9214 which is much higher than the F iable for a 3% and di (4;
1481 which is 2,37 ar ¢an also be seen from the significont value of o <0005,

Parilal Tost (0 test)

Table &

Pl Uhnstandardized Stz ard necd 1 Sig.
Cotficients Coefficienis
[ Skl Error Han

(Conatni] 183 03 ATH R
The composition of Independers 202 T4 211 -2 586 D1t
Haoard of Directars

I Independent Aadit Cammitbee 218 06T 2T 3258 HEA]]
FIRMSIFE QLI Al 22 1705 R
PROFITABILITY B fHil s 435 el

Source: Dadn Processing Results

Blasexd om dhe resulis in table &, partially the independent board of directors, indegendent pudit committes, and (inn
sioe ampnificandly  pffect the integraled neporbing while profifability does mol sigmificantly offect the miezrbed reporiing. The
signiicimos of the variables of the independent boand ol drectors, independent audit commitbes, and Hom size s imdicated by @ score
15 greader than b shle For a 5% which s 196, While e insigmificence of the elffect of profiabilidy on integraled reporting is indicabed
by b score which is (0435 smoller tham tahle of 1296, The effect of méspendent boan of divecions, mdspendast amlit conmitice, and
firm size paatiolly significantly affacts the disclosure of ineprated reporting seen from its significant value <a 0003, whils the effec of
partiol profitability does ned affect the disclesure of ineprted reperting scen from its significant vale: o= 003
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The research megression eguation model 15 as follow:
T =183 —0202%, + 0218X; + 0,004, 4+ 0,001%,

Discussion

The Effect & Independest Board of Ddeectors Composition on Integrated Reporting DHsclosare

Based on il results of the partial 1 iest, it shows that the composition variahle of the independent boand of directors in the
manifnchering sector comgoniss on the Indenesin Stock Exchange docs not significanly affect inegrabed reporting: the form of the
direction of vs inlleence 15 negative. It 1s mdicated by the 1 scorehigher than 1 table i 5% which i 1% The resulis of thax sty
camnot expluin the application of agency theory, Megative influence can &lso be cansed by the namber of independent directors much
less than the muemsher of directors =o that the mole of indspendent directors i not significantly aflecting. 1 s midicated by the small
muwmiber ol intcpradod reporting revealod, e pdkdition, the implomentation of msgrited mepoatings by compamics on the Inskucsia Stock
Exchange oaly began m 2004 e eene were @il few companies carried ot such mteprated reparting discloseres. When viewed froan
the B square vabue the wale of dinsetors and other variables in this sudy is only 19,5925, while the rest is exploined by sther variabhes,

TheEffect of Independent Awd bt Commbtter on Disclesure of Integrated Reporilng

Based om the st resulsabeve, it shows that the independent aedit comamitice vanahble in the manmfaclunng secor companies
an the Indoeesia 3tock Exchonge sipmificantly affect inbegrated reponimyg positively. Acconfing o the agency theory, the oudi
commillos function = o mamitor whither the company hoe caried oal firm disclosene comeetly, An mdepundond sanfit commritiog e o
very imgorint pant of the audit committes, The results of this sedy indicate thest the independence of the sudit comanithes of the
menisfociering sector in the Indomesio Sieck Exchange = sufficiently maininised ar in otler wonds that independent audit commitiees
are: ot uider pressure from partics who do not want s disclosure of inegrated reparting.

Insleedd, the mole of independent audil cammittees 15 wal ta sigmificand m the disclomame of i el reportimgat 15 beoisse
the mEmber of independent sadit commifbess 15 less than the number ol medi commmitiees. Acconding fo Dot al., (2002] states thal an
inlepemient audit commities mgraves the ql.-]i.lja'ld credibility of fmuncial and nen-financial repeding processes. The resulls of
this stuly ssppart agency theory which predics o positive relstionship betwesn the awlit committee and the implementation of
imegrated reponing

The Effect of Firm Size on Integrated HeporlingDisclisare

Bused an the lest resuells abeved shoows thad 12e Gom size vanable m the manufachunmyg sectee companies m the Indanesia
Seck Exclange significantly alfecs the mtegrated reparting positively, The results of this study indicate that the manufactering
seclor coampantes in the Indomesia Stock Exclange in conditicns of an iscmease imoseee are detected from an imerease in the tisal
amaoud of assets frome 2005 - 2007, When dhe finn size of the company grows, then the company will bave more weally and easy
acoess bo fundma m the caprinl merket sa that it can finance for mformation dselosane.

Another comdifton that may cowee o positive effect on inm Sioe on miegraied reporbing n oo fachering sechor Companies an
ihe Indoncsian Stock Exchange tsthat the o oy encoumages information disclosure, Information disclosine is o nedeoe agency
prohlbems hecause lange companies foce higher apency costs associated with high levels of asymmeine mformation companed fo small
COITIPa s

The Effect of Proficabdbiey on Integrated Reporting Dsclosure

Based om the resubis abovedt shows that dhe profimbility varable docs not significantly affect the integraled reporting
positively. According to signaling theory, profitnbility saill be a positive signal so companies will disclese this informaotion to the
public m oo of imtegrated reporting. The results of this study prove thal there s mo cffon of probibility oo the dsclosure of
imtegrated reporting, This condition indicabes that there 15 a policy m the manufaciunng secter companies on the Indonesia Swock
Exchange thel want o bald probis e fuding From intemal compames, Campanies m Indonesio are mestly bypical Family fioms that
prrborinies el Tuwling Tt whicls cormsss. Iom netniees] carnings alier tlse ness et mwd sk isunmos, This polcy will ancoulngs
companics w0t o isswe funding derived frome profitebiliny for the sake of integrated reponting disclosures so that the level of
prodiahiling does not have en effect on integrated reportmg manafactiring sector comgpanics on the Indenesip Siock Exchange,
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CONC LUSIONS AND RECOMMENDATIONS
Conclnsion

Based om the resulis of the analysis shows that the pwdit committe: and firm size affect the compuy's infepratad reponing,
while the compesituon of the independent boand of direciors and profiabilny does not offect the company's mbegrabed reporting

Hecommendation

I w recommended that the company management 15 expecied o realice W0 merease the number of members of the
inslependint board of direckors and the miependant audit commutbes and wat o intervene with the management so tha i 15 expectsd 1o
give tlse male of indepemdent direciors o mensase mthe integrated reportinedisclosune. And fusther recommendotion for companies
alvould se1 aside profivs from the company in an ¢ffort 1o disclose greater integrated reporting.
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