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ABSTRACT

Good corporate governance mechanism is a step to enhance firm value. This
study was conducted to obtain evidence regarding the effect of good corporate
governance mechanisms (institutional ownership, quality auditor, independent board
of commissioners, audit committees and the size of the board of directors) firm value.

Obijects in this study were manufacturing companies listed in Indonesia Stock
Exchange during the years 2012-2016. Based on purposive sampling, acquired 20
companies in the sample, so as long as 5 years observation. Tool is the statistical
analysis used multiple regression, where the dependent variable is firm value
(measured by Tobin's Q), and the independent variable is institutional ownership,
quality auditor independent board of commissioners, audit committees and the size of
the board of directors.
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ABSTRAK

Mekanisme good corporate governance merupakan suatu langkah untuk
meningkatkan nilai perusahaan. Penelitian ini dilakukan untuk memperoleh bukt
mengenai  pengaruh mekanisme good corporate governance (kepemilikan
institusional, Qualitas auditor, dewan komisaris independen, komite audit dan ukuran
dewan direksi) terhadap nilai perusahaan.

Objek dalam penelitian ini adalah perusahaan manufaktur yang terdaftar di
Bursa Efek Indonesia selama tahun 2012-2016. Berdasarkan metode purposive
sampling, diperoleh 20 perusahaan sebagai sampel, sehingga selama 5 tahun. Alat
analisis yang digunakan adalah statistik regresi berganda, dimana variabel dependen
adalah nilai perusahaan (diukur dengan Tobin’s Q), dan variabel independennya
adalah kepemilikan institusional, Quakitas auditor, dewan komisaris independen,
komite audit dan ukuran de

Hasil penelitian pAl#Menunjukkan bahwaskdpemilikan institusional, komite
audit dan ukuran dreksi berpengaryh terhadag 'milal perusahaan. Akan tetapi,
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CHAPTER |

PRELIMINARY

1.1. Background Issues
Maximizing the value of the company is one of the company's goals to be
achieved (Anggraini, 2012). The value of the firm shows investors' perceptions of the

success rate of companies that are offen_associated with stock prices (Kusumajaya,

2011). The value of the ¢6ppany also reflects asgerformance of the company that
ercggiips@ﬁf WW} Taw[tgher the value of the
ﬁulianti, 2 Q;g‘e hi@
S

can affect invesiors

orporate value will

nvestor makes a

stock investment if-a CQypp: Wi _ advance based on

the principal (shareholder) calte

Agency theory explains the problems that arise when shareholders rely on
managers to provide services on their behalf (Jensen and Meckling in Muryanti,
2014). The manager (agent), With the authority it possesses can act in the interest
Personality and sacrifice the interests of shareholders (Trisnantari, 2010). The

emergence of differences of interests between principals and this
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agent is the necessity of managing the company well. Jensen and Meckling in Muryanti
(2014) argue that The interests of the agent must be in harmony with the principal to solve
agency problems. Such conflicts of interest can be minimized by a mechanism capable of
aligning the interests of shareholders with the interests of management (Purwaningtyas, 2011).
According to Faqidkk (2013), to overcome the problem the company needs to apply the
Corporate Governance or Good Corporate Governance (GCG).

Good corporate governance is a form of good company management inside which includes

a Corp(gte wﬂance sYster, the goodwill of a company

&jer's v*ares,

fmanagement acts as
Sukamulja, 2004).
reduce the cost of

capital and Increase

The concept of

pRporate @l/ernanci.came IRto existﬂﬁe whe

&

Augustus Berle and Gardgg C. I\/Ie&d Wliﬁdﬁheﬁmono aphs entitled "The Modern

of Ownership and Control™” with Principal Agency Theory. The issue of corporate governance is
growing when several important economic events occur. The Asian Financial Crisis of 1997,
continued with the downfall of major corporations such as Enron and Worldcom in 2002, and the
latest issue of the subprime mortgage crisis in the United States in 2008 (Purwaningtyas, 2011).

The economic crisis in Asia and Latin America is believed to have arisen due to the failure of
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GCG implementation (Daniri, 2005, in Kaithatu, 2006). These events awaken the world to the
importance of implementing good corporate governance.

Corporate governance began to become an interesting topic in Indonesia in 1998 when
Indonesia was in crisis. One of the causes of the crisis in Indonesia is the weak supervision of the
board of directors of companies that should be the responsibility of the board of commissioners.
Many banks are bankrupt (liquidated) because their survival is untenable. One of the causes of

bankruptcy is the lack of implementation of the principles of corporate governance in the

Bank Indonesia has made vari forts t%nc ’athe rea an of GCG in the environment
banking. In the Bank | nesi%nggu%fion I\*—.B / 4 / 2008, "ated January 30, 2006,

realizations regardigg 6 the itﬁ&l‘émeﬁat'

Corporate go

o,
IIy baghcing
: Id:e*r-s (&hsanti ) 4011). Zhuang, et al

actions and manage

regulations that explai

e rela@h.{sgrlip befyveen sh*eholde&manag
(2 Directh ipflirgclly ﬁsfﬁe thesg

corporate governance mechan

and other stakeholders, and

governance mechanism is divided into two groups. First, the internal mechanisms, such as the
composition of the board of directors or commissioners, managerial ownership, and executive
compensation.Second, external mechanisms, such as market control, and debt financing levels.
The Forum for Corporate Governance in Sukamulja (2004), states that the main goal of corporate

governance is to create added value for all stakeholders. Corporate governance mechanisms are
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expected to reduce agency conflicts that occur between agents and principals, which further
impact on the increase in corporate value.

According to The Indonesian Institute for Corporate Governance, corporate governance is
defined as a set of mechanisms for Directing and controlling a company, so that the company's
operations run in accordance with the expectations of the stakeholders. Corporate governance is
a concept that regulates the alignment of the relationships of corporate organs, between

shareholders, the board of commissioners and the board of directors that administrates the

company. This relationship is goverred ' sles of corporate governance such as

- arencyéairwﬁd indef
e pri%@epgf goo*-corpor e/@verna
ﬁbess‘% l

accountability, responsibility crdence (Purwaningtyas, 2011).

a_concretely has several

variables show the quality of audit does not significantly affect the value of companies that were
audited by KAP Big 4 and KAP non Big 4. Contradictions with research conducted by Siallagan
and Machfoedz (2006) is that the quality of auditors does not affect the value of the company.
Other research is shown by research conducted by Afiah (2015) which says that many local

public accountant qualities do not meet international competency standard because accounting
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services market is dominated by The Big 4, so the majority of local KAP is unable to provide a
programs to improve the quality of accountant.

Research on the influence of the audit committee on the value of the company conducted
by Thaharah (2016) proves that audit committee has a significant positive effect on the value of
the company, while Muryati (2014) proves that audit committee negatively influence the value of

the company. In contrast to research Sari (2014) found evidence that audit committees positively

insignificant to the value of the company. Finally, on research that has been done by Muryati

Period 2012-2016".
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1.2. Problem Formulation

The inconsistency of the research results in the influence of good corporate governance
mechanism on company value that becomes the background in this research. The inconsistency
of the research results is in the variables used by the previous researchers. Research conducted
by Azzahrah (2014), Purwaningtyas (2011), Rahmawati and Hanung (2007) stated that
independent board of commissioner variables have no effects on firm value, but Muryanti

(2014), Anggraini (2013), Siallagan and Maghfgedz (2006) research pointed out its positive

effects. In a study conducted by A#Zahrah (2014) and Watandari (2005), it is also said that

institutional variable ownels IWA

x

W}t e Coggany. This contradicts the

2 Qﬁg SuSenti (2009) who said that

ty %
e valu he company. R%ga h on
MAR N

ah (2016) proves that audit

auditors does not affec ¢ influence of the audit

committee on the value of%the_company con(ﬁ:ted by Thab#e

committee has a significant positive effee 4e~0f the company, while Muryati (2014)
proves that audit committee negatively influence the value of the company. In contrast to
research Sari (2014) found evidence that audit committees positively insignificant to the value of
the company. Finally, on research that has been done by Muryati (2014) Muryati research (2014)
proves that the size of the board of directors positively affect the value of the company, in

contrast to research Kusumastuti (2007) which proves that the size of the board of directors

positively insignificant to the value of the company.
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From the above, then the problem formulation in this research is to re-examine whether the

mechanism of good corporate governance affect the value of the company, then spelled out into

several research questions as follows:

1.

2.

1.

Does the independent board of commissioners influence the value of the company?
Does institutional ownership affects company value?
Does the quality of the auditor affects the company's value?

Dose the audit committee affects the value of the company?

ance mechanism on

To analyze and prp e.t'ﬂ-’e) effgﬁ f._an s ;’ eni grpfssioners on company
value.
To analyze and prove the eOrporate value

To analyze and prove the affect of the audit committee on company value.

To analyze and prove the size of the board of directors on company value.

1.3.2. Research Benefits

In line with the purpose of this study, the usefulness derived from this research can be

described as follows:
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1.

2.

59

Theoretical benefits

a. This research can develop insight, be critical and scientifically associated with the
theory of good corporate governance based on agency theory.

b. This research is useful to develop science about good corporate governance and
company value.

c. For comparison and development, as well as refinement of previous studies on

company value.

d. Can add insight, knowledge~and Taahe as-g reference for future studies on good

tere attention to the

5 {0 increase the value

aking to invest funds
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1.4. Systematic Writing
This system contains an explanation of the content contained in each chapter briefly from
the entire proposal of this study. This research proposal is presented with systematic as follows:
CHAPTER | INTRODUCTION
In this chapter, we describe the background, problem formulation, research
objectives and usefulness of the research.
CHAPTER Il LITERATURE REVIEW
tﬂ“AFli e~fgundations of previous theories and
. P\ Wﬁs a syorks that are the result of
literature fgView a‘nod\iﬁory relatjlyg to the&sf@ to be §udi
AACH NIETHO‘B
! ]

@)
I
>
)
—
m
PV
Y
m
i)

This definitions, sample

ods, and analytical

CHAPTER IV RESULITE AND@SCUSS£

This chaptewill be@aﬂ‘r}edﬁ/iw (ﬁs\ ion of

the analysis of\data=apd language that is doges dccordance with the analytical

research object as well as

tools used.
CHAPTER V CLOSING
In this chapter, the authors provide conclusions from the results of research
conducted and suggestions along with limitations that are useful for similar

research purposes in the future.
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CHAPTER II

LITERATURE REVIEW

2.1. Theoretical Basis
2.1.1.Agency Theory

Agency theory is the basis used to understand corporate governance. Jensen and Meckling
(1976) in Randy (2013) state that agency relationships arise when one or more people (principal)
hire another person (agent) to provide-a-seliet & r-delegate decision-making authority to
the agent. As an agent, -—,: onsigle for optimiziag the benefits of the owners

(principal), but on the gther hagﬁar%ers also hav%terest loymaximize their welfare.

i .:‘l:i dy, 2?‘&).

in t?e'z cﬂoany ell behave, because

monitoring costs (monitoring cost) Issued by principals such as auditing, budgeting, controlling

systems and compensation of the bonding expenses incurred by agents and residual losses
associated with the divergence of interests between principals and agents.
According to Jensen and Meckling (1976) the existence of agency problems led to agency

costs consisting of:
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1 The monitoring expenditure by the principle (monitoring cost), which is the cost of
supervision issued by the principal to oversee the behavior of agents in managing the
company.

2 The bounding expenditure by the agent (bounding cost), which is the cost incurred by the
agent to ensure that the agent does not act that is detrimental to the principal.

3 Residual Loss is the decrease of principal and agent utility rates due to agency relations.

Conflicts of interest occur not only between investors and managers but also between

A

& andﬁarehoﬁ@he prigéipal or company owner
f 5-as parties, who are
ial reports will tend

to report something imi i 0f shareholders. As

conditions, so this spurred the agency conflict.

Based on agency theory, the problem can be overcome with good corporate governance
(GCG). With GCG is expected to provide confidence in management in managing the wealth of
owners (shareholders), so as to minimize conflicts of interest and agency costs. The concept of

GCG is concerned with how principals that managers will benefit them, that managers will not
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commit frauds that would harm shareholders. In other words, the implementation of good

corporate governance is expected to serve to reduce or emphasize agency costs (Nisa,2014).

2.1.2. Good Corporate Governance

The Indonesian Institute for Corporate Governance (IICG) defines good corporate
governance as the structures, systems, and processes used by corporate organs in an effort to
provide long-term value-added for the company, while taking into account the interests of other

stakeholders, Based on legislation and prevaWing norms (CGPI, 2008, in Pratiwi, 2013).

Corporate governance is defined by i€ Forum for Corpordte

es J{IP&NM@«/@Q
find a@m er- ral intey &th

obligations or in words anotﬁi_,-‘system Gi trols tHgsompa

a

Governance in Indonesia (FCGI) as

a set of rules that esi sharéhegleers, managers, creditor,

government, employes aspect to their rights and

According Seda , process, and set of

rules governing relaij® e narrow sense, the

relationship between a=0f commissioners and beard of directors for the

a system that regulates andcentrols Companle hat create e added for all stakeholders

(Monks, 2003, in Kaihatu, 2006). Thére s“emphasized in this concept. First, the
importance of shareholder rights to obtain information correctly and in a timely manner. Second,
the company's obligation to conduct disclosure accurately, timely, transparent to all company
performance information, ownership and stakeholders. The implementation of corporate

governance aims to optimize the level of profitability and value of the company in the long term

without ignoring the interests of other stakeholders.
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According to the Coordinating Minister for Economic Affairs of the Republic of Indonesia
(2006) In the Good Corporate Governance Guidelines (GCG) in Indonesia, GCG is one of the
pillars of the market economy system closely related to the trust of both companies that
implement it and the business climate in a country. The implementation of GCG encourages the
creation of healthy competition and a conducive business climate. Therefore, the implementation
of GCG by companies in Indonesia is very important to support sustainable economic growth

and stability (Azzahrah, 2014). Thus from several definitions of corporate governance above can

be concluded that corporate governanee-tsa ( structure to manage the company

e Waccommo Afe

arious stakeholders with the
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2.1.2.1 Principles of Good Corporate Governance
According to the Decree of the Minister of SOE Number: Kep. 117 / M-MBU / 2002 on
the Implementation of Good Corporate Governance Practices in Sedarmayanti (2007) stated that
GCG principles include:
1 Transparency: is openness in carrying out the process of decision-making and openness in
expressing material and relevant information about the company.

2 Independence: is a situation where the edmpany is managed professionally without any

impact of kepengtingan andsaffuence / pressure Trom,apy party that is not in accordance
e rmcj{IeP.pSeaWeﬁgﬁiations.
\ * 1/

g the cla- fit:he function mplenji' t'i%l an@,accountability of organs
so that the mahagementof the cos S Inte le-‘#' effectTg@ly.

with applicable laws

& t%ttﬂomp v against applicable

on the agreement andkthe ptrje‘l\@ri%!l?\;vs and gﬁ‘la‘é&r@

In fact, three of the Tour GCG prinﬁjles hat include_tfansparency, accountability and
responsibility have a very close and overis ng. A complete and correct financial
report (accountability principle) is one of the responsibility tools (principles of responsibility) of
managers (management, directors) to the stakeholders. However, it should be understood that the
manifestation of management accountability is not limited only in the form of financial statement

submission (economic dimension) only, but also includes four other dimensions of law, moral,

social, spiritual (SukrisnoAgus, 2003, in Utami, 2012).
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According Utami (2012) the implementation of the principles of good corporate
governance must be at least realized in:
1. Implementation of duties and responsibilities of the Board of Commissioners and Board of
Directors.
2. Completeness and execution of duties of committees and work units that perform bank
internal control functions.

3. Implementation of compliance functions, internal auditors and external auditors;

4,
S.
6.

enting good corporate
governance in barking, &t is c oriz:lllﬁakeh ders as a form of
implementation in rea 007) in (Utami, 2012)

overngace Is q? imprevement gf fcompany performance

M ﬂnﬁmﬁ\tﬁpkerfor dnee and the existence of

QBpitoring

(Kaihatu, 2006).

2.1.2.2 Benefits and Objectives of Good Corporate Governance

The implementation of GCG is expected to provide the following benefits (Priambodo
and Supriayatno, 2007, in Utami, 2012):
1 Protecting the rights and interests of shareholders.

2 Protecting the rights and interests of non stakeholder members.
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3 Increase company value and increase shareholder.
4 Improve the efficiency and effectiveness of the board or top management and corporate
management.
5 Improve the quality of top management relationships with the company's senior
management.
The purpose of corporate governance is to create added value for all stakeholders.

According to Endri (2011) in Nisa (2014) and the purpose of applying good corporate

governance:

1 Improving the efficieney effectivgeswnd sustaraioHi

fation "ﬂaﬁ%olde mﬁ)# stgkeholder welfare and is
g:_f"é e

contributes to the

an elegant sok
e

in mﬁa'ce fu -ﬂf‘mi‘}fﬁ
2 Enhance the |6 ' :

manner.

principal and the agent.
6 Minimize the cost of capital by providing a positive signal to the providers of capital.
Increase company value resulting from lower capital costs, improve financial performance
And better perception of the stakeholders on the company's future performance.
The Indonesian Institute for Corporate Governance (I1CG), established on June 2, 2000,

is an independent organization that conducts dissemination and development of Good Corporate
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Governance (GCG) in Indonesia. The main activity undertaken is to conduct research on the
implementation of GCG, which results in Corporate Governance Perception Index (CGPI). CGPI

is a research and ranking of GCG implementation in listed public companies (Utami, 2012).

2.1.2.3 Good Corporate Governance Relation with Company Value
Corporate governance is a mechanism for managing the business, as well as to improve
the company's prosperity. The main goal of good corporate governance is to increase added

value for all stakeholders. A sound corporate gévernance mechanism will provide protection to

shareholders and creditors to get bagk™On Investment as reasghg
as possible, and to ensurg (e man%e'neﬁ peWmﬂ ﬁf'\/ell as"¥,Ages for the company. The
N\

/
c go‘z/ﬁ_ﬁ}n% Is d by @ngrs, ‘

A

bly, appropriately and efficiently

success of good corpora ich in general can be

g), and micro factor

state™§8nditio
corporate governance i hin=e| dc any's internal point of
p g p

view, the success of'gaod Cﬁorate u‘ i enGE ighShare ownership, the

des in good corporate

governance mechanisim ance is good and in

Implt?n@tﬁif’o"nk of gocﬁp‘c@o%e goe
accordance with applicable yegulations, Wﬁ?‘make investors_ghue a positive response to the
company's performance, that the fund e“company concerned will be managed
properly and the interests of public investors will be safe. Public investor confidence in company
management provides benefits to the company in the form of cost of capital reduction (capital
cost).

The good corporate performance with low capital costs will encourage investors to

invest in the company. A large number of interested investors will increase the investment

demand, so the company's stock price will increase which is the company's growth chain and
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increase the prosperity of stakeholders which will ultimately increase the company's value

(Purwaningtyas, 2011).

2.1.2.4 Good Corporate Governance Mechanism
Mechanisms are the way things work systematically to meet certain requirements. The
mechanism of corporate governance is a clear rule of law, procedures, and relations between

those who make good decisions that exercise oversight control over those decisions. Corporate

governance mechanisms are directed to ensurg“and oversee the running of governance systems

within an organization (Utami, 0 ce mechanisms are conducted to

ensure that financial supptigrs, suchfsiﬁl&hi&m‘% , of the company, receive
N\

returns from activities jg

forrgi(gi/ :[Ee or in oth ihe company's financial
anageﬂWlidiast chfoe: ;

> ol

suppliers control the

SN 77

jovernance IS *-‘:'h.m....-a 8
main% th‘g compaﬁﬁﬂgg inte
M AR

n_the company's performance

1 Internal corporaté

very instrumenta

performance is good

corporate internal corporate govers ‘e shareholders, managerial ownership,
directors, commissioners, employees, systems, and audit committees.

2 External corporate governance is an element that is always needed or needed outside the
company and has an influence on the financial performance of the company. The elements
of corporate external corporate governance are the adequacy of laws and legal instruments,

investors, institutional ownership, public accountants, lenders, and legality certifiers. In

this research, good corporate governance mechanism will be proxied with an independent
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board of commissioner variable, institutional ownership, and auditor quality. Here is an
explanation of two mechanisms Internal and external good corporate governance related to
research variables:
2.1.2.4.1 Independent Board of Commissioners
An independent commissioner is a member of the board of commissioners who is not
affiliated with the board of directors, other members of the board of commissioners and the

controlling shareholder, and is free from any business relationship or other relationship which

A

rms Iitter ove i@and coerdination functions within

g%

core of corporate governance that is tasked with ensuring corporate strategy, overseeing
managers in managing the company, and requiring accountability. Since the board of
commissioners is responsible for overseeing management in charge of improving the efficiency
and competitiveness of the company, the board of commissioners is a center of endurance and
success of the company. Independent Commissioners have a fundamental responsibility to

encourage the implementation of good corporate governance principles within the company
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through the empowerment of the board of commissioners in order to perform the task of
supervising and giving advice to directors effectively and more value-added for the company.

Herawati (2008) said that independent commissioners are measured based on the
percentage of total independent commissioners to the total number of existing commissioners in
the composition of the company's board of commissioners.

Y.IndependentCommissioner

Independent Commissioner = —
Y. BoardMemberofCommissioners

2.1.2.4.2 Institutional Ownership

The concentration g utio he ¥ of the company owned by

Eg\/nW&qlsHt

institutions or institutions suc@é& msurancé-f:ompame

institution usually assiggs resmggility*[o a coRtain d@}ion tgf hanage the company's
investment. Because the ins{tution prc%siﬁalam&ﬁtors the geyelopment of its investment,
the level of control over managemeni. deigias : ig0-s0 that the financial potential can be
suppressed (Lastanti, 2004). The existence of this institution is capable of being an effective
monitoring tool for the company.

Jensen and Meckling (1976) argue that institutional ownership has a very important role in
minimizing agency conflicts between managers and shareholders. The existence of institutional

investors is considered capable of being an effective monitoring mechanism in every decision

taken by the manager. Institutional ownership is indicated by the high percentage of shares
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owned by the institution. The meaning of the institution in this case in the form of non-
governmental organizations, insurance companies, investment companies and private companies.
Institutional ownership generally has a large proportion of ownership so that the monitoring
process of the manager gets better (Azzahrah, 2014). The higher the level of institutional
ownership, the stronger the control of the company. This is because the institution usually has a
considerable right, so take a large proxy also on the ownership of shares of a company. The role

of institutional owners in good corporate governance is to (a) direct and monitor business

activities in which they invest their af corporate information, and (c) have
substantial voting rights and_o o-af Shareholders (Purwakarta) ,
2011).

According to-E d by dividing the

atements that have been

Parties who can peOyide z}g@mﬂ%f reliaﬁity&%ncia
pn of agency‘aoﬁmfz)wned by

0 provide an assessment of a financial

a0ents and principals, namely

public accountants. A public accountd
report is required by parties requiring information in the financial statements. Through auditing,
parties with an interest in the company can verify the reliability of the financial statements.
Qualified, relevant and reliable financial reports are generated from audits effected effectively by
qualified auditors. Users of financial statements are more confident in the audited financial
statements of qualified auditors than with less qualified auditors, because they assume that in

order to maintain their credibility the auditor will be more careful in conducting the audit process
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to detect misstatements or fraud (Nisa, 2014) . Qualified auditors will conduct quality audits as
well. Meutia (2004) in Nisa (2014) said that the larger public accounting firm, the quality of
audits produced is also better. KAP(A Knowledge, Attitude, and Practice) survey is a
quantitative method(Predefined questions formatted in standardized questionnaires) that provides
access to quatitative and qualitative information. KAP sizes are categorized into 4 following:
International KAP, National KAP, local and regional KAP, and small local KAP. This KAP

measure can indicate the level of audit quality that KAP has. In International KAP there are four

gQWrofessmn afd. accounting firms that handle

pub|IC*Hd prllze’@mpan g

the majority of audit ylgfk for tséfh

‘-b

3.  Ermst & Young

4.  KPMG

confidence in the KAP. The difference in the quality of services offered by the public accountant
office shows the identity of the public accounting firm. To maintain its reputation, KAP is
required to work more competent and independent.

According to Christiawan (2003) that the quality of audit is determined by two things:
independence and competence. Independence is an ethic that must be maintained by auditors

who are required to be honest and objective in conducting the audit. Independence will be lost if
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the auditor has a relationship (family or financial) with his client (Nasser et al, 2006). Auditor
independence is demonstrated through audit opinion which is one of the useful sources of
information in making investment and funding decisions (Guillamon, 2003, in Dewata, et al.,
2015). The use of highly qualified auditors will also reduce the company's chances of cheating in
presenting inaccurate information to the public. Thus potential investors have information that is
not misleading about the prospect of the company. The quality of the auditor can be measured by

classifying the audit done by the Big Four KAP and the audit conducted by the KAP non Big

Four (Dewata, et al 2015). This varjaete1S.a | arigble, I the firm is audited by a KAP

affiliated with KAP Big 4 (Priet aterhog Cﬂo@ers Deloifge-Fquche Tohmatsu, KPMG and

r#{@jlted )

Ernest and Young) then , |f theﬁompa AP non big 4 then it is
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2.1.2.4.4 Audit Committee

The audit committee works with the auditors to make sure that the books are correct and

that there are no conflicts of interest between the auditors and the other consulting firms
employed by the company. Ideally, the chair of the audit committee is a Certified Public
Accountant (CPA). Often, a CPA is not on the audit committee, let alone on the board. The New
York Stock Exchange (NYSE) requires that the audit committee include a financial expert, but

this qualification is typically met by a retired paaker, even though that person's ability to catch

1.  In a U.S. pub Bmmittee T§7an operating committee of

g and disclosure.

WL ==
the board of |directoss<charged oVersight .F

vard of directors, with

"Composition™ belgn) audit }v}‘fge is reqﬁﬁd&r U.S. puplicly traded company to
be listed on a stock exghange. Audit comrﬁtees are typigally empowered to acquire the
consulting resources and expertise-deemet hecessa to perform their responsibilities.

2. The role of audit committees continues to evolve as a result of the passage of the Sarbanes-
Oxley Act of 2002. Many audit committees also have oversight of regulatory compliance
and risk management activities.

3. Not for profit entities may also have an audit committee.

4. Internationally, the audit committee is a committee of the board of directors responsible for

oversight of the financial reporting process, selection of the independent auditor, and
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receipt of audit results both internal and external. The committee assists the board of
directors fulfill its corporate governance and overseeing responsibilities in relation to an
entity’s financial reporting, internal control system, risk management system and internal
and external audit functions. Its role is to provide advice and recommendations to the board
within the scope of its terms of reference / charter. Terms of reference and requirements for
an audit committee vary by country, but may be influenced by economic and political

unions capable of passing legislation. The European Union directives are applied across

Europe through legislation at the-eoUDusy T8 Athguoh specific legal requirements may
e sourc%)‘fl i ae ate governance issues is often

g

and *’rthin tﬁ?@mand Ofy corporate governance

The audit co

2006).

Board of directors is a party g =*0f performing the operation and
management of the company. Members of the board of directors are appointed by the GMS. The
Board of Directors is fully responsible for all operational and corporate stewardship in order to
implement the interests in achieving the company's objectives. The board of directors is also
responsible for corporate affairs with external parties such as suppliers, consumers, regulators

and legal parties. With such a large role in the management of this company, the board of

directors basically has significant controlling rights in the management of corporate resources
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and funds from investors. Directors' functions, powers and responsibilities are explicitly
regulated in Law no. 40 Year 2007 About Limited Liability Company:

1. Leading the company by issuing company policies,

2. Choosing, assigning, overseeing the duties of the employee and the chief (manager)

3. Approve the company's annual budget,

4. Deliver report to shareholders on company performance.

In this study the size of the board of directors, measured by the number of members of the

the firm, whether it bs . _ valueg‘yhe tofal debt and the book

value of the total ecjuity. it ka:mu 2004) egﬂhﬁatios onsidered to provide

Purwaningtyas, 2011).

Tobins Q as an indicator of corporate value has been widely used in financial research,
especially research that takes the value of the company (Sudiyatno, 2010). Tobins Q is an
indicator for measuring company performance, especially about company value, which shows a
management Performa in managing company assets. The value of Tobins Q describes a
condition of investment opportunities owned by the company (Lang, et al 1989) or growth

potential of the company (Tobin &Brainard, 1968; Tobin, 1969, in Sudiyatno, 2010). The value
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of Tobins Q results from the sum of the market value of all outstanding stock and the market
value of all debt compared to the value of all capital placed in the production assets (replacement
value of all production capacity). The Tobins Q Can be used to measure the company's
performance, which is from the potential side of a company's market value (Sudiyatno, 2010).
Tobins Q includes all the elements of debt and equity capital of the company, not just elements
of common stock. Brealey and Myers (2000) in Sukamulja (2004) mentioned that companies

with high Tobins Q usually have a very strong corporate brand image. The company as an

such as debt, both long-term a ort-term, T ore, the aSgessment required by the company
5

E{SI% ’qeﬁc@The g

from*he cr

corporate value (Puweani ' Seaf i bed above was done

by Lastanti (2004)

value, where compa

corporate value with Tahins Q ig Variable gf-marketyalue Of@ity’ The book value of total debt

and book value of total equify, in wﬁMeﬂvﬂblﬁ.gconsi el significant in calculating

the value of the company.
Herawaty (2008), explains the value of the company can be calculated using the formula

Tobins Q as follows:

EgquityMarketValua +TotalDebt
EgquityBookValue +TotalDebt

Company Value =

or

EMV+D
Company Value=sgr+7

Information :
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Tobins Q: Company Value
EMV: (Equity Market VValue)
EBV: (Equity Book Value)
D: Total debt
Market Value Equity (MVE) is obtained from the closing of stock price and closing
(closing price) at the end of the year with the number of shares outstanding at the end of the year.
EBV is derived from the difference between the total assets of the company and its total

liabilities.

2.2. Previous Research
Based on previou ine the effect of good
toners, institutional

ins Q. Some previous

. : - x
studies that have conductéi*fesearch governance are as
follows:
(P JFable 2.
@MResearch uraga
No. [Name of Research result
Researcher
1 |Kusumastuti (2007)|Influence of Board | board diversity, the size of the board of

Diversity To corporate governance, | directors positively
Corporate Value in | firm value, tobin’s Q | insignificant to the value of
Perspective of the company
Corporate
Governance
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ZantisyaAzzahrahd
an Willy S
'Yuliandhari (2014).

The Influence of
Good Corporate
Governance
Mechanism on
Corporate Value

Managerial ownership,
institutional
ownership,
independent board of
commissioners

The Effect of Managerial
Ownership, Institutional
Ownership, Independent
Board of Commissioners has
no effect on company value.

(2014).

independent board of

commissioners,

boards of directors,
udit committee and

and Tobin's Q.
Ni Nyoman Tri S | The Influence of Managerial Managerial Ownership
Muryantidan | Corporate ownership, Variables, Institutional
Made Governance on institutional Ownership, Independent
SadhaSuardikha Corporate Value ownership, Board of Commissioners,

Board of Directors have a
positive effect on corporate
value but on audit committee
variables have negative
effect of company value.

Sari (2014)

#PIE Effe
Boa %%ns
T lue Of The

Frysa

P
waningty.
Irene Rin
Pengestuti

Ggver

. Mechapis
}Corpor

®

S K
\$MAI

mi

t ’
boar gp’ mpan\I
age, profitﬁty,

e of

audit committees positively

insignificant to the value of
&company

H ional

cqag_any
v
w

augit
board, e
mittee,

t

iables of Institutional
ership, Managerial
ership and Board of
tors Size show
significant value to

ommissioner and
ommittee

Audit shows insignificant
results against value
company.

Eva Dewata, dkk
(2015)

uence of
oar

Quality 0

To The Value Of
Coal Mining
Companies
Listed In BEI

Board Si ifor
e, Auditor
etence, Firm

Size and Capitalization
Market

\ariables Boar size and Firm
sizenunjukan positive
significant while the variable
independence of auditors and
auditor competence has no
effect on the value of the
company.
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Thaharah (2016) | The Effect Of
Corporate
Governance
Mechanisms And
Financial
Performance To
The Value Of
The Company Lg

45

Source: Collection of various journe
2.3. Theoretical Thinki o

company or show the cb

described in the following figuke:

i

srocessed, 2016

KS WA

81

—

Good Corporate
Governance, Financial
Performance, Firm
Value

the managerial ownership
has no influence to the firm
value,

Institutional ownership has
an influence to the firm
value,

the board of independent
commissioner has an
influence on the firm value,
the audit committee has an
influence to the firm value,
return on asset does not have
any influence to the firm
value,

return on equity has an
influence on firm value

Ay

/y
foi@ion thaty has been described, the

e banldpe entry and listed in the BEI

Stit ti(')q‘_% ownetship, and quality of

he co@ny.

s 0 i?&sed to calgulate the value of the

easuring company

y‘é%@kei;ﬁforman%ﬁ@@ame prk of this research can be
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Figure 2.1
Theoretical Thinking Framework

Independent Board
+)
Ownership
\K

Auditor
Quality

Company Value

(Y)

I
o
I~
-
=4
v

aking (Nisa,

P I S C
gnt Boa@.\) Commissioner%m orpors
M AR P

Independent commissiopers have a fundamental responsibility to encourage the

2.4.1. Effect of Independ
implementation of good corporate gow s#pfes within the company through the
empowerment of the board Independent Variables Independent Board of Commissioners in
Institutional Ownership Dependent Variables Company Value: Tobins Q (Y) Quality Auditor
commissioner in order to perform the task of supervision and giving advice to the directors
effectively and more value-added for the company. Board of commissioners plays an important

role in the company especially in the implementation of GCG.
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The board of commissioners is the core of corporate governance that is tasked with
ensuring corporate strategy, overseeing managers in managing the company, and requiring
accountability. Since the board of commissioners is responsible for overseeing management in
charge of improving the efficiency and competitiveness of the company, the board of
commissioners is a center of endurance and success of the company. The board of
commissioners must also monitor the effectiveness of good corporate governance practices

adopted by the company, and make adjustments where necessary. The demand for transparency

commissioners overseeing the/ actions of 'e‘;%i;cutives hastanti, 2004). The higher the
representation of the indgpéndent @&%n%thﬁi&@%e indégendence and effectiveness
of the corporate boayé ere%%reksin -:qm:‘ of th*-comgg,ny (Bgrahart and Rosenstein,
1998 in Purwaningtyds, 20§)( This j '

Hi: Independent boérd of cor&qissioner osttively affects the valuefof the company.

* ®
2.4.2. Effect of Institufighal Ow@%o&CﬁorﬁE&%

Institutional ownership,

important role in miniEaizing agency conflict that occurs

between managers and shareholders. The exisience institutional investors is considered
capable of being an effective monitoring mechanism in every decision taken by the manager.
Institutional ownership has important meaning in monitoring management, because with the
existence of institutional ownership will encourage more optimal supervision on management
performance, so management will be more careful in making decision. Monitoring will certainly

ensure prosperity for shareholders.
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Institutional ownership has important meaning in monitoring management, because with
the existence of institutional ownership will encourage more optimal supervision on management
performance, so management will be more careful in making decision. Monitoring will certainly
ensure prosperity for shareholders. Monitoring by the institution is able to substitute other
agency costs, so the agency cost decreases and the company value increases (Purwaningyas,
2011).

Institutional ownership generally has a large proportion of ownership so that the

2.4.3. Effect of Audito Quah{y;i)n Comp VA u

ttes ﬁtwlﬂuaﬁ/ ﬁ‘nﬂ. informg

N that gives positive and

weaken and strengthen the
effect of the announcement of fair audit-ref outl exception to stock price. When the
auditor provides a going concern opinion of a company, this will have an impact on investment
decisions of potential investors as well as for investors who have previously invested in the
company (Dewata, et al., 2015). Christiawan (2003) shows that audit quality can be determined
by two things: independence and competence. To produce a quality audit, a public accountant is
required to have sufficient competence and good independence. The internal auditor's

independence is particularly important in providing impartial / neutral assessments (Hery, 2010,
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in Dewata, et al., 2015). Unqualified opinion is the most expected opinion by the client because
this opinion is able to ensure that the financial statements prepared by management. The
company does not contain material misstatements and complies with the applicable Financial
Accounting Standards. Wang (2005) in Dewata, et al (2015) found that the market responded
negatively to the company's stock price with an unqualified audit opinion with explanatory
language and opinions other than unqualified audit opinions. The higher level of auditor

independence will increase the credibility of the financial statements, with the increased

Y= w e,
- .

conﬁ(tee on ¢ i

management. In the afi3 hmenttlf}ter of the™s of directors of PT.fJakarta Stock Exchange

Kep-315 / BEJ / 06-2008. b 2f$M* ) En{ag@d
ep- - 8. peInt - e es'ﬁn ﬁta IS audit

ed by the board of cogaaa

ittee stated that "Audit

Committee is a committee estabii

whose members are appointed and 1S board of commissioner of the Listed
Company to assist the board of commissioners of the Listed Company to conduct inspection or
research deemed necessary for the implementation of the functions of directors in the
management of the Listed Company. "

If the quality and characteristics of the audit committee can be achieved, then the
transparency of corporate management accountability can be trusted, thereby increasing the

confidence of capital market players. In addition, the responsibility of the audit committee in
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protecting the interests of minority shareholders can convince investors to entrust their
investment to the company.

McMullen (1996) in Siallagan and Machfoedz (2006) states that investors, analysts and
regulators consider the audit committee to contribute to the quality of financial reporting. This
proves the existence of the audit committee positively and significantly affects the value of the
company. This audit committee is an effort to improve the way the management of the company,
especially the way of oversight of the management company, because it will be a liaison between
the management company with th 1ssigners and other external parties. The audit
committee also plays a role in_@\€rseeing the company's fhgancial reporting process aimed at

""ments{fg;ﬁ!‘e%
br. T@diﬁco

realizing the financial

th&ﬁ@%t prodeds with the integrity and

objectivity of the au

Based on the alkarta Stock Exchange
SE-008 / BEJ / 12-2001 dated 0f the audit committee,
stated that:

Audit Committee me bers, including the chair of
the audit committee. Audit committee err no-cOme from commissioners, only 1 (one)

person. The members of the audit committee from the commissioner must be an independent
commissioner of the Listed Company which also becomes the chairman of the audit committee.
The other members of the audit committee are from independent external parties. The
external party is a party outside the Listed Company which is not a commissioner, board of
director and employee of the Listed Company, while the independent is a party outside the Listed

Company that has no business relationship and affiliation relationship with the Listed Company,
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commissioner, board of director and Main Shareholder The Company is listed and able to
provide opinion professional freely in accordance with his professional ethics, has no interest to
anyone. Thaharah (2016) proves that audit committee has a significant positive effect on the
value of the company, so can the result hypothesis as follow:

Hs:  Audit Committee has a positive effect on company value.

2.4.5. Effect of the size the board of directors on company value.

Cadbury advised the CEO 10 be separate pers of the board of commissioners.

The size and composition of the board of directors can influence the effectiveness of
monitoring activities. According to Pfefer (1973) and Pearce and Zahra (1992) in Faisal (2005)
that increasing the size and diversity of the board of directors will benefit the company because
of the creation of networks with outsiders and ensuring the availability of resources. A large
number of boards benefit the company from a resource dependence point of view that the

company will depend on its board to better manage its resources.
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According to Hermalin and Weisbach (2003) in Beiner S., et al (2003) the number of
boards of directors usually relates to the policy implications of the limit on the number of boards
of directors. Conversely, if there is no policy regarding the limit of the number of boards of
directors, then the company will choose the most optimal amount. Beiner S., et al (2003) affirms
that the board of directors is an important governance mechanism, as the board of directors can
ensure that managers following the board's interests. The minimum number of provisions

required by Law no. 1 Year 1995 concerning Limited Liability Company (PT) that must be

company's strategy in the'short ter:(ﬂnhc% t%m ﬁﬁ% getors shall ensure that the

Company has fully ipip mer@‘gl fle i 15, es of Association and
prevailing laws and ulatﬁf e ;

The structure/ ¢ ‘ 2 h the Act. No. 1 of
1995 on Limited Li I Mee@ ofShareholders (GMS) is

the company, as well as representing the=eermipany-beth inside and outside the court. Muryati
(2014) proves that the size of the board of directors positively affect the value of the company, so
can the result hypothesis as follow:

Hs:  The size of the board of directors positively affects the firm's value.
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CHAPTER 111

RESEARCH METHODOLOGY

3.1. Variable Research and Definition of Operational Variables
Research variable is an attribute or the nature or value of people, objects or activities that
have certain variations set by the researchers to be studied and drawn conclusions (Sugiono,

2009). Variables in this research are conceptually there are two types of variables are dependent

variable and independent variable.

3.1.1 Dependent VVariable

he vaIgost&mpan

Dependent variab \%\%& that isﬁnfluen@l/@ beco

e'a result because of the

(enterprise value) on '

value of the company ce

Company Value :E'f :

Information :
Tobins Q : Company Value

EMV : The market value of equity (Equity Market Value)
EBV : The book value of total equity (Equity Book Value)

D : Total debt
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Market Value Equity (MVE) is obtained from the price multiplication Shares and closing
(closing price) end of the year with the number of shares that Outstanding at the end of the year.
EBV is derived from the difference in total assets of the company with total obligations.

3.1.2 Independent Variable (X)

Independent variables are often referred to as stimulus variables Also called the

independent variable, the independent variable is a variable affect or cause change or dependence

(Sugiono, 2009). Independent variable to be tested in this research Is a good corporate

governance (GCG) mechanism that | ook ™ ox) of financial statements contained in

ish€gl’ This rgzarwias severd| '6«
Managerial ownership, A3 |tutio%@/% % AgshIndependent and auditor

the financial statements Pub

shipeard o

o

quality. However, if
because there is &
ownership variable| 3

variable Only use ina

quality. i * Q.)
3.1.2.1 Independent Boart, b CommiMnﬁ R P\ﬁ

with proper supervision. There An independent board of commissioners will improve the quality
of the oversight function within the company. The greater the proportion of independent
commissioners indicates that supervisory functions will be better (Noviawan and Septiani, 2013).
Herawati (2008) said that independent commissioners are measured based on the percentage of
total independent commissioners to the total number of existing commissioners in the

composition of the company's board of commissioners.
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YIndependentCommissioner

Independent Commissioner =

Y BoordMemberc fCommissionsrs
3.1.2.2 Institutional Ownership

Institutional ownership is the percentage of shares owned by the institution in the form of
NGOs, insurance companies, investment companies and private companies (Nisa, 2014).
Institutional ownership generally acts as a party to monitor the company. Institutional ownership
generally has a large proportion of ownership so that the monitoring process of managers is

better. According to Boediono (2005) institutignal ownership can be measured by dividing the

* x

process. The quality of the auditor ﬁwe urﬁb clb.ghifying e atidit done by the Big Four
KAP and the audit conducted)Dy=tag K AP nﬁBig F}cﬁ:r Dewatd (et al 2015). This variable is a
dummy variable, if the firm iIs audited by a KAP affiliated with KAP Big 4 (Pricewaterhouse
Coopers, Deloitte Touche Tohmatsu, KPMG, and Ernest and Young) then it is worth 1, but if the
company is audited by KAP non big 4 then it is worth 0 (Dewata , Et al., 2015).
3.1.2.4 Committee Audit

The audit committee, measured by dummy variables, of which 1 for companies with audit
committees and 0 for companies that do not have audit committees (Siallagan and Machfoedz,

2006).
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3.1.2.5 Size of the Board of Directors
In this study the size of the board of directors, measured by the number of members of the

board of directors in the company (Suranta and Machfoedz, 2003).

3.2. Sample Determination
3.2.1.Population

Population is a generalization region consisting of objects or subjects that have certain

population of this research is.bariging in Indonegsia,Stock Exchange year 2012-2016 as much 43

e{(ehever* reﬁoﬁ@emin A ¥

using @Iposive.ﬁamplingtaccor@ to Syf
aple deMiﬂi(Rteﬁ\nE}e with" gpecial consideration. The

representative samples in accordance with the criteria specified. The criteria used to select the

sample are as follows:

1.  Banks listed on the Indonesia Stock Exchange 2012-2016. Consideration for choosing a
banking company because based on Bank Indonesia Circular Letter which obliges banks to
apply good corporate governance.

2. Banks listed on the Indonesia Stock Exchange 2012-2016
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4.

The banking company has consecutive earnings during 2012-2016

Have complete data related to the variables used in the research.

93

Based on the criteria that have been determined above by pursuant to the technique of

purposive sampling, obtained as many as 20 banks in accordance with the criteria as samples in

this study. Here is a sample determination table

Tabel 3.2
Sample Determination
No. Criteria ., Total
Population: Banking companigsi | —
1 | 2016 /}9 % 43
2 | Criteria: % W
Banking compani ot Iist@ﬁ’ﬁ” El*du’rﬂﬁfo
2012-2016 &y
Q- * *x 4 d
Banking corpanies mot et ear " F(
2016 = = 5\ UN(0)
3 | Total sample/rsearch= e —| |—=|kd % —«20}]
Source: Secondary Daia Préeessed, 2017 | ——| | —— —
= =

sampling that have bee

ve,*he data

termiﬁﬂj sed B purpoWe sa @g met
g%ﬁRﬁg

es of Sample Comp

is as follows

No Company

Code
1 AGRO | Bank Rakyat Indonesia Agroniaga Thk
2 BABP | Bank MNC Internasional Tbk
3 BACA | Bank Capital Indonesia Thk
4 BBCA | Bank Central Asia Thk
5 BBKP | Bank Bukopin Tbhk
6 BBNI | Bank Negara Indonesia (Persero) Thk
7 BBNP | Bank Nusantara Parahyangan Tbk
8 BBRI Bank Rakyat Indonesia (Persero) Thk
9 BBTN | Bank Tabungan Negara (Persero) Thk
10 BDMN | Bank Danamon Indonesia Thk
11 BJBR Bank Pembangunan Daerah Jawa Barat dan Banten
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meet the criteria of



Thk
12 BKSW | Bank QNB Indonesia Thk
13 BMRI | Bank Mandiri (Persero) Thk
14 BNBA | Bank Bumi Arta Thk
15 BNGA | Bank CIMB Niaga Tbk
16 BNII Bank Maybank Indonesia Thk
17 BNLI" | Bank PermataTbk
18 BSIM | Bank Sinarmas Thk
19 BSWD | Bank Of India Indonesia Thk
20 BTPN | Bank Tabungan PensiunanNasional Thk
21 INPC Bank Artha Graha Internasional Thk
22 MAYA | Bank Mayapada Interpasional Thk
23 MCOR | Bank Windu Kentefjasteraational Thk
24 MEGA | Bank M%
25 NISP | BapkN1fP OCB%T%ﬁ / :
26 PNBN | BafK Pan Led W\
27 SDRA

Source: Secondary d

[ Pank \mhl‘Saudaramonema ié’@T bk \\
-
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3.3. Types and Data Sources

The type of data obtained is the data of the document, the data that the researchers are
implicated indirectly through intermediate media (obtained and recorded by other parties),
generally in the form of evidence records or historical reports that have been compiled in
archives (data documents) published and unpublished .

Sources of data in this study are secondary data, data that has been processed by the

primary data collector, and through study librartes that have to do with the problems faced and

3.4. Data Collectipr

Metaed +*

Methods of dais entary data that is

=
colls_eﬁon in %

8[| statement data is cross

of publiﬂs%'ed comyg o0
x

thatde‘ir@'e in Indonesﬁpf%%oha

during 201’520% is intended_to/test the stability between the

secondary data in the for
section data from all ban} gesand time series data for

year 2012-2016. Data collechor

regression of 2012-2016.
Data collection procedure is done based on documentary technique that is data collection
method by recording data from reports, notes and archives exist in some sources such as; BEI,
Libraries, internet and other sources relevant to the data required. Information on
accounting data, institutional share ownership data, number of independent board of
commissioners and auditor quality obtained from soft copy of financial report 2012-2016 and

BEI homepage, on www.idx.co.id.
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3.5. Data Analysis Method

Data analysis was done by using several statistical techniques including descriptive
statistical analysis, classical assumption test, normality test, multicollinearity test,
heteroscedasticity test, autocorrelation test and then continued by using multiple linear regression
analysis.

3.5.1. Descriptive Statistics

Descriptive statistics are used_te-r q #eyy or description of data viewed from

* *x O
MWR@&

&Lozali 26813).A getd

agression model is one that has
normal or near-normal data distribution. Normality test in this study is based on a simple
statistical test by looking at the value of kurtosis and skewness for all dependent and independent

variables.

3.5.2.2. Multicolinearity Test
Multicollinearity test aims to test whether the regression model found the existence of

correlation between independent variables (Ghozali, 2013). A good regression model should not
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be correlated among independent variables. Multicolinearity can be seen from the value of

tolerance and the opposite is Variance Inflation Factor (VIF). For decision stewardship in

determining the presence or absence of multicolinearity with the following criteria:

a. If the value of VIF> 10 or if the tolerance value <0.1 then there is multicollinity in the
regression model.

b. If the VIF value <10 or if the tolerance value> 0.1 then there is no multicollinearity in the

regression (Ghozali, 2013).

3.5.2.3. Heteroscedasticity Test

Bst algﬁp\ﬁ Wmﬂgt?e}regr On_model there is a variance

q0zali, 2013). A good

The heteroscedastici

inequality of the residue ion to nother 0 Q ion

5/'In this study to test
hart it appears that

¢ number 0 on the Y
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3.5.2.4. Autocorrelation Test

The autocorrelation test aims to test whether in the linear regression model there is a
correlation between the confounding error in period t with the intruder error in period t-1
(previous) (Ghozali, 2013). To test whether or not the autocorrelation is present, this study uses
the Durbin-Watson test (Ghozali, 2013). Decision-making whether or not symptoms of
autocorrelation are based on the following:

1 When DW count lies between the uppesfound (du) and (4-du) then the autocorrelation

coefficient is equal to zero, piga Sation.
2 atpr=than J{epqﬁr IW&IN]en Ealtocorrelation coefficient is
Nk Y

3 Iargef&han the e lin ( then ti&@utocorrglation coefficient is
- y
- .
eanlz g s e lalign o <
4 ies een thg ; 5. d the IEr lignif (dl) or lies between
hen the result can™me i .
$ & *x * O
3.5.3. Multiple Linear ||ssion AM/S_A R P\ﬁ
In an effort to answer re-piOhigm in_this research’ we-tse multiple regression analysis.

Multiple linear regression analysis is used to determine the positive or negative effects of
independent variables (institutional ownership, board of commissioners.

Independent and auditor quality) with the dependent variable (firm value). Dependent
variable is variable which act as predictor or influencing variable, while dependent variable is
influenced variable. The linear regression equation is as follows:

FV=a + B1KI + f2DKI+ f3KA + fACA+ B4BD + = ...
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Where :

A: Constants

R: regression coefficient

FV: Firm Value (Tobins Q)

KI: Institutional ownership

DKI: Independent Board of Commissioners

KA: Auditor Quality

CA: Committee Auditee

BD: size of the board o

Hypothesis tasting irﬂyis stud 'a“'! At ¢ ¢ done to know the

influence of each inggpendes va_&'tab v variable is done by

t-test. T test is done comﬁing th : pare between t stat

m

with significant tariff (& & 0,05). Cr‘ﬁaria :!:!:f“ aking*';s follows
nﬁ),OS the#H 'gt?ed and

Mg or t st@m K
there is a significantrépeﬁent variable
2 If t arithmetic <t table or t sign>"0-05-then’t

is no significant influence of the independent variable on the dependent variable.

Cai

1 If t arithmetic> t {3 1a accepted. This means

e dependent variable.

eePted and Ha rejected. This means there
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CHAPTER IV
RESEARCH RESULT AND DISCUSSION
4.1. Research result
4.1.1. Description of Research Object

Obiject used in this research is a banking company that consistently, registered and has
been go public in Indonesia Stock Exchange in 2012 until 2016. Number of companies that
meet the sample research by using purposive sampling method amounted to 20 companies

that can be seen in the following table this;

Table 4.1

BagfiBukopig Thk < /}
Rank e Iﬁ)rﬁaﬁ@mmﬂy/

E__\santara Parahyangan/f__,(
8 BBRI | Bank Rak onesi isero) Thk

9 BBTN | Bank Tabungan Negara (Persero) Tbk

10 | BDMN | Bank Danamon Indonesia Thk

11 | BMRI | Bank Mandiri (Persero) Tbk

12 | BNGA | Bank CIMB Niaga Thk

13 | BNII Bank Maybank Indonesia Thk

14 | BNLI Bank PermataTbk
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4.1.2. Description of Research Variables

4.1.2.1. Independent Commissioner.

85

15 | BTPN | Bank Tabungan PensiunanNasional Tbk

16 | MAYA | Bank Mayapada Internasional Tbk

17 | MEGA | Bank Mega Thk

18 | NISP Bank NISP OCBC Tbk

19 | PNBN | Bank Pan Indonesia Thk

20 | SDRA | Bank Woori Saudara Indonesia 1906 Tbk

Source: secondary data processed, 2018

Independent Commigsioners are mWers of thelpward of commissioners who have

elationships with other

no financial, manggément, gﬁ&hwnewip arﬁ@ fami
members of thehefrd o@?m&io pis a7 orpatrolliy
relationships tha ma;:gF{ect thelrs ol - enden-(g-,The asults of independent
commissioners i ?'rfro .

the period 2012

Mable 47X (:?

Independent Comm m\ﬂ s for the Period 2012-2016

NO Code “ INDE MISSIOMERS
%% 2015 | 2016

1 AGRO 0,50 0,60 0,60 0,40 0,40

2 BABP 1,00 0,50 0,67 0,67 0,67

3 BACA 0,33 0,33 0,33 0,33 0,33

4 BBCA 0,60 0,60 0,60 0,60 0,60

5 BBKP 0,60 0,67 0,57 0,50 0,50

6 BBNI 0,57 0,57 0,50 0,63 0,50

7 BBNP 0,50 0,50 0,50 0,50 0,50
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8 BBRI 0,50 0,50 0,50 0,50 0,44
9 BBTN 0,57 0,57 0,57 0,57 0,57
10 BDMN 0,57 0,57 0,57 0,57 0,57
11 BMRI 0,50 0,50 0,50 0,50 0,50
12 BNGA 0,50 0,50 0,50 0,50 0,50
13 BNII 0,57 0,50 0,50 0,50 0,50
14 BNLI 0,56 0,50 0,50 0,50 0,50
15 BTPN 0,56 0,50 0,43 0,50 0,60
0,40

0,50

0,50

\ 0,50

( 0,75

‘\ 0,33

_&75 / / 0,75

0,51 f 0,52

Based on the abov@table it can be'seen that the highgs#Independent Commissioner's

value is at Bank MINC Internatio to 1. Independence of corporate board
will reduce fraud in financial reporting. The existence of independent commissioners is
expected to increase the effectiveness of supervision and strive to improve the quality of
the financial statements. The presence of good supervision will minimize the fraud

committed by management in financial reporting. That way, the quality of financial

statements is also getting better and cause investors believe to invest in the company, so

85



87

generally the company's stock price will be higher and the value of the company is

increasing.

4.1.2.2. Institutional ownership

Institutional ownership is the percentage of shares held by institutional investors.

Institutional investors can play a role in monitoring agency (manager) companies. In

addition, institutional investors have better information access because of their investment

activity, which means better knowledge

calculation of institutional o

during the period 2012

of bankin

the company's performance. The results of the

nies listed on the Stock Exchange

Instituti 012-2016
NO | CQl
2016
1 A 87,23
2 BAB 61,67
3 BACA\\ 45,93
4 BBCA \ 47,15
5 BBKP 59,40
6 BBNI 96,38 96,05 96,59 95,23 95,62
BBNP 85,36 85,36 85,36 81,97 86,22
BBRI 56,75 56,75 56,75 56,75 56,75
9 BBTN 60,04 60,04 60,04 60,04 60,00
10 BDMN 99,59 99,59 99,59 99,59 99,61
11 BMRI 60,00 60,00 60,00 60,00 60,00
12 BNGA 96,92 96,92 96,92 96,92 91,48

85



88

13 BNII 97,29 97,29 |9729 9729 |97,29
14 BNLI 89,34 89,34 |8932 [8932 [89,23
15 BTPN 89,34 [8934 |6588 [6838 [68,38
16 MAYA 9568 9568 |9568 9568 |83,72
17 MEGA 5782 |5782 |57,82 |5782 |57,82
18 NISP 8508 [8508 |8508 |8508 |8508
19 PNBN 84,76 | 8485 |8485 [8485 [8485
20 SDRA 6395 [6395 [7795 [7795 [77,95

Min 47,,___,“’ BB 2526 [ 47,15 | 4593

Max f;ﬂé 59 . ﬂ?gm ;;,_5 L\g?\,59 99,61

Avr- // &6& ™ T7533 ]?) 7\‘% 74,77

Based oh fhe ajBwe table ___' P! [ itutianal ownership value
ounted to 99.61 in
of 28.38 in 2013. The

of company assets and

"
greater the institutignal ovqﬁship thgemore efffeient tf@tilizati
n by ithﬁS ﬂaiﬁhﬁe co

with effective supern , Is expected to act as a

deterrent to waste mad hareholders. That way, it can

minimize the costs incurred by managers for personal interests that can harm shareholders.

4.1.2.3. Quality Auditor

Quality, relevant and reliable audit finance reports result from audits conducted
effectively by qualified auditors. Users of financial statements will be more confident in
audited financial statements that are considered high quality auditors compared to a less

qualified auditor because they assume that in order to maintain their credibility, the auditor
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will be more careful in conducting the audit process to detect misstatements or cheats that
will happen. Audit quality is measured by dummy, where 0 is a company not audited with
KAP non the big four, whereas 1 is a company audited with KAP the big four. The results
of the auditor quality calculations from banking companies listed on the Stock Exchange
during the period 2012-2016 can be seen in the following table:

Table 4.4
Quality Auditor Banking Company Period 2012-2016

NO |CODE Quali%
}?Lf—-— 013 -e?\m\ 2015 2016
1 AGRO /_:f 1
2 BABFy/ é\:(‘_Ps 1
3 B»%z' Qro X 0
4 BBCA & 1 4 1
= =

5 BHKP E e ‘_f 1
6 BB = 1E E:. 1
7 BBN 0 0

BBRI\\\ ﬁ__s. 1
9 BEBTN \\ 1 ’q’f 1
10 BDMN P% 1
11 BMRI 1 1
12 BNGA 1 1 1 1 1
13 BNII 1 1 1 1 1
14 BNLI 1 1 1 1 1
15 BTPN 1 1 1 1 1
16 MAYA 1 1 1 1 1
17 MEGA 1 1 1 1 1
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4.1.2.4. Audit Committee
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NO CODE Quality Auditor
2012 2013 2014 2015 2016

18 NISP 1 1 1 1 1

19 PNBN 1 1 1 1 1

20 SDRA 1 1 1 1 1
Min 0 0 0 0 0
Max 1 1 1 1 1
Avr 1 1 1 1 1

EaN

ta't‘)& quﬁe SW}@W;V 8, 0{ banking companies listed

on the Stock Exehange dﬁ-'é;.@it:he perio =) Seryices of auditors in the

ouche Thomatsu, who

Purwantoro, Sarwako a(r% a dj“g]'a. (4)#( gaoitte
SR A

collaborated with KAP,GQsman Bing Sﬁio and colleagues,

The Audit Committee is an audit committee whose members are elected members
of the board of commissioners whose responsibilities include: establishing an independent
auditor of the management proposal. Most audit committees consist of 3 to 5 even
sometimes up to 7 people who are not part of management company. The results of audit
committee calculations from banking companies listed on the Stock Exchange during the

period 2012-2016 can be seen in the following table:
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Table 4.5

Banking Company Audit Committee for the 2012-2016 Period

NO | CODE AUDIT COMMITTEE
2012 2013 2014 2015 2016
1 AGRO 3 3 3
2 BABP 3 3 4 4 4
3 BACA 3 3 3 3 4
4 BBCA 3 3 3 3 3
H-A--.__,

5 BBKP LZ:_;_A-A-.._-A-_\\ 5 5
6 4 3
7 3
6
9 3
10 — 5
11 BNﬂ\I e |5 \CL‘;E _%___BP / 11
12 BNG7‘\ G WG J |6 }’ 4
13 BNII\\ N3 i *x(3. (O 3//} 3
14 [BNLI \\pMARF‘ / 4
15 BTPN ‘\_Z% ~ ;4‘/,#:"__1 3 4
16 MAYA 3 13 3 3 3
17 MEGA 3 3 3 3 3
18 NISP 4 4 4 4 3
19 PNBN 4 4 4 4 4
20 SDRA 3 3 3 5 5
Min 3 3 3 3 3
Max 6 6 6 6 11
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Avr ‘4 ‘4 ‘4 ‘4 ‘4 ‘

Source: financial report data in 2018.

Based on the above table can be seen that the average of banking companies listed
on the Stock Exchange during the period 2012-2016 has an audit committee of 4 people.
The more audit committees the company's performance will be more controlled and
controlled in carrying out its duties, which will increase investor confidence that impact

on increasing stock prices and company value.

4.1.2.5. Number of Directors

The Board responsible collegial in

|rect0j(‘ @\sborWaﬁ qﬁgﬁ{p duty
panQ_"Eﬂ'eiesults of—the calc |on f th

E4h mber of directors of
< Al

managing the

2-2016 can be seen

‘"i“‘ug“- ies fo*; the Peri

2012-2016

NO COD E:_MBE#OF DC*E%&E% /
4% B,
2012 2014 (2015 2016

1 AGRO -E-::a\'-..___ o — 5 5

2 BABP 5 5 6 5 5

3 BACA 4 4 5 5 5

4 BBCA 10 10 10 10 11

5 BBKP 7 7 7 7 7

6 BBNI 10 10 10 9 10
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7 BBNP 5 5 5 4 5

8 BBRI 11 11 11 11 11

9 BBTN 8 8 8 8 8

10 BDMN 7 7 7 7 9

11 BMRI 11 11 11 11 10

12 BNGA 11 12 11 11 10

13

14

15

16

17

18

19

20

Source: financial report data in 2018
Based on the above table it can be seen that the average of banking companies
listed on the BEI during the period 2012-2016 has 8 boards of directors. The size of a
small board of directors is believed to increase the value of the firm because the size of the
board of directors is not great in effective communication in the board and make decisions

in management.
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4.1.2.6. The value of the company

94

The value of the company is "a picture of the financial condition in a certain period

whether it involves the aspect of fund raising and the channeling of funds. The company's

value is measured by profit growth. Growth indicates the percentage increase or decrease

in the value of net income generated by the company in a period. The calculation of

earnings growth of banking companies listed on the Stock Exchange during the period

2012-2016 can be seen in the following table:

Value of the B

g Company for t

iod 2012-2016

NO | CODE ‘-v"AktJF\cﬁTquwA
gk Y
-
"

Iérbm ot '%?2_015 2016
1 Acﬁo =104 W[ — 098  [@¥7 1.35

_— .*_ o [—_—_—_Z
2 BA\ﬂ Z 103 EH=9° 2570 / 0.965

3 = = = /
3 BAC ‘[ 0.9% ¢ . 1.009

™
4 BBCA\\ LB'% * 1.398
A

5 BBKP \'\ 0. 0.965
6 BENI T 1.023
7 BBNP 1022|0995 |1045 |1007 |1.012
8 BBRI 1193 | 1159 |1236 |1192 | 1.141
9 BBTN 1045 |0982 |1.003 |0999 |0.997
10 | BDMN 1163|1025 |1055 |0981 |0.995
11 | BMRI 1177 | 1129 |1171 |1046 | 1.054
12 |BNGA 1025 |0987 |0968 |0.0943 | 0.946
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NO CODE VALUE OF THE COMPANY

2012 2013 2014 2015 2016

13 BNII 1.113 1.046 0.997 0.974 1.023
14 BNLI 0.201 0.166 1.004 0.958 0.958
15 BTPN 1.818 1.517 1.148 1.001 0.990
16 MAYA 1.681 1.371 1.137 1.080 1.139

17 MEGA 13@_,#%% 1.165 1.078
ga— \‘
18 NISP 107 1.0Q6 1.007\_| 0.985 1.031
R ™
"0

19 |PNBN o.w 0.98 0" 0.919
20 S??{/L' ?33" /4‘< Pl % 1‘22\%7 1.070
"4

0.20 [ De——79%1 (P40 “ 0.919
517 -—_—_::|. 8 '5401)) 1.398

( 1.053

Bank Tabungan Pensiu i in 2012 and the lowest value
at Bank PermataTbk in 2013 of 0.166 The high value of the company to the wishes of the
owners of the company, because with a high value shows shareholder wealth also high.
The wealth of shareholders and the company is presented by the market price of the stock

which is a reflection of investment decisions, financing, and asset management.
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4.1.3. Descriptive Statistics Variable Research
Data object taken in this penetration is a banking company listed on the BEI in the
period 2012-2016. The number of samples in this study are 20 companies that have met
the sample criteria while the method used in this analysis is with pooled cross sectional
system that is by combining the cross section data for 5 consecutive years from the sample
period, it is obtained as much as 20 x 5 = 100 observation data. Description of the

variables in the descriptive statistics used in this study include the minimum, maximum,

mean and standard deviation d to data collection and ranking to

illustrate the sample c r used Iéthl dy.

The results of stati

Deviation

Institusional ,73667
Kom_Indep 0,09900
Kualitas_Audito 0,30151
Komite_Audit 1,15802
Jumlah_Direksi 2,30160
Nilai_Perusahaan 100 0,17 1,82 1,0679 ]0,20023

Valid N (listwise) 100

Source: secondary data processed, 2018.
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Based on the results of the table above can be explained as follows:

1. Average institutional ownership of 75.7706. The lowest institutional ownership value
(minimum) is 28.38 and the highest institutional ownership (maximum) is 99.61. The
standard deviation value of 17.73667 is smaller than the average value of 75.7706
which means that the mean is greater than the standard deviation, thus indicating that
the results of institutional ownership are quite good. This is because the standard

deviation is a very high deviation irregularities, so the dissemination of data shows

2. The average Independent Commigio is 0,5316. Theyalue of standard deviation of

Independent Cogmissi mﬁs%.owekless tﬁ/ value of 0,5316 which

3. Average auditp qualitxf!f 0.900Q-The stagdard d@tion value of 0.30151 is smaller

e of £M"’ﬁh Ralp\tﬁ‘a{tthe mg#

quality is quite good. This is

Is greater than the standard

because the standard deviation is a very high deviation irregularities, so the
dissemination of data shows normal results and does not cause bias.

4. The average audit committee is 3.8200. The standard deviation value of 1.15802 is
smaller than the mean value of 3.8200 which means that the mean is greater than the

standard deviation, thus indicating that the results of the audit committee are quite
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good. This is because the standard deviation is a very high deviation irregularities, so
the spread of data shows normal results and does not cause bias ..

5. Average number of directors amounted to 8.3400. The standard deviation value of
2.30160 is smaller than the mean value of 8.3400 which means that the mean is greater
than the standard deviation, thus indicating that the results of the number of directors
are quite good. This is because the standard deviation is a very high deviation

irregularities, so the dissemination of data shows normal results and does not cause

bias.

6. Average company's g of 1.0629. anlue of the'standard deviation of firm value

t%h:&hverag*dalue {)V;{eg?g whigh, means that the mean is
i 5

of 0.20023 is

of the firm's value is
iation irregularities,

e bias.

. *x *x O
Classical assumptigngtest is cond&d%ﬁ d out whej

gression model can be said to be good if

gt the regression obtained can

produce good and unbiased estinia Aol 1e

it meets several classical assumptions such as the following:

4.2.1.1. Normality test
The normality test of the data can be determined by looking at the residual distribution
of the regression model. Normality testing was performed with Kolmogorov Smirnov. Data
is normally distributed when the significant value is greater than alpha 0.05. Here's the

calculation for the residual normality test:
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Table 4.9
Normality test

One-Sample Kolmogorov-Smirnov Test

Unstandardized

Residual
N 100
Normal Parameters® Mean .0000000
Std. Deviation 19291261
Most Extreme Differences 194

.180

194

Asymp. Sig.

a. Test distri

Source: seco

Based on Iculatio(rbobtained ST ant value of unstan ized residual of 0.001

* *x O
O.-05."§5 Maﬁbeﬁonﬂe@ that t

normal. A good regre odel requirement is

less than the valu istributed residual is not

residual must be normally

distributed. To achieve the normal distributed data, it must eliminate the value that is too
extreme (outlier) as much as 4 data observations.
According Ghozali (2011) to eliminate the value of oulier is data that has zres value

more than 2.5. In the results of this study the value of outliers can be seen in Table 4.8
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Tabel 4.10
Extreme Values
Case Number Value

Zscore: Unstandardized Highest 1 15 4.00500
Residual

2 16 3.14420

Lowest 1 34 -4.63658

2 14 -4.37815

Source: secondary data processed

Here are the results of datg/amfalysis after eliminating

A P"%by}/ﬁq H’!

i Normalitast{Data Nor

Og@Sanle KetrAogpl

Vauta

dial)

s that are too extreme.

Al -
-

esidual

Normal Paramete

Most Extreme Differences Absolute
Positive
Negative

Kolmogorov-Smirnov Z

Asymp. Sig. (2-tailed)

)
194326

58374079

.100

.100

-.080

.980

292
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One-Sample Kolmogorov-Smirnov Test

Zscore:

Unstandardized

Residual
N 96
Normal Parameters® Mean .0194326
Std. Deviation .58374079
Most Extreme Differences .100
100

SR&N "’w

Negative

Based on ca dardized residual of 0.292

more than the value t the residuals are normally
distributed. Normality test can also be seen in chart diagram of Histogram and Normal P-

P Plot as follows.

85



102

Figure 4.1
Figure Histogram Diagram

Histogram

Dependent Variable: NILAI_PERUSAHAAN

20— Mean =-1 80E-15
Std. Dev._=0973
M =96

)

Frequency
T
~

4

| j ;

Regr%'l&ndardl esidual XO
Source; ndar;@a{a pﬁ'ce Se 2048 * 4
In ure% abov - e the hisgaram aphic image shows
* ' *x <
normal di ibut%ata th i a A0 E, he sarEurv e point on the right

and left side, while the .-ﬂkv‘&f* orﬁl P-P Stantlard plot of regression

standardized kesidual ﬁgseeﬁn Flgur& 2
©
MAR M
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Figure 4.2
Normal Picture P-P Plot

Normal P-P Plot of Regression Standardized Residual

Dependent Variable: NILAI_PERUSAHAAN
10

o
o
1

o
@
i

Expected Cum Prob
"
L

o
3

Source: seCghdar aplﬁte cpritus: +
zg‘ YT 5
On thé p-P cﬁrt The

v
follows the dire ctloﬁ the his

eadind.ﬂ)un the diagonal line and

p normglstrl ion pattern then the
7%/
"
4.2.1.2. Multicolinearitis Fest .{?‘M* x Q')
A good regressiarigodel should no Bccur collatiga'hetween independent variables
or free from multicollinearity. Deteetrert 0fsymptoms of multicollinearity can be known
from the number of Variance Inflation Factor (VIF) or Tolerance in the Coefficient
section. The regression model is freed from multicollinearity if it has VIF value below 10
and Tolerance value is close to 1.

Based on the test results using SPSS obtained correlation value between

independent variables as follows:
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Table. 4.12
Multicollinearity Test Results
Coefficients®

104

Collinearity Statistics

Model Tolerance VIF
1 (Constant)

INSTITUSIONAL 976 1.025

KOM INDEP 123 1.383

KUALITAS_A

KOMIT,

J
a. Dependen
Source: sec

Based on ent variable is close to

1 and the VIF ipficates tﬂt 0 independentirar of more than 10. This

means that in the

independent variables.

iabl
ulting r@ﬂﬂiﬁr»ﬁno&@"&ere i

4.2.1.3. Autocorrelation Test

0 multicollinearity among

The autocore test aims to test whether in a linear regression model there is a

correlation between the confounding error in period t and the error in period t-1

(previous). To diagnose an autocorrelation in a regression model, a Durbin-Watson test

(DW test) is performed.

Based on the test results using SPSS obtained DW value as follows:
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Table 4.13
Autocorrelation Test

Model Summary®

Adjusted R|Std. Error of
Model |R R Square |[Square the Estimate  |Durbin-Watson
1 433° 188 143 11491 1.995
a. Predictors: (Constant), , INSTITUSIONAL ownership, independent

commissioner, audit comittee, auditor quality
b. Dependent Variable: The value of the market
Source: secondary data processed, 2018

—
vallon to anﬂ‘er gbstrvation in the same

®*

To det(eﬁnine heteroskedastisitas can use the| scatterplot graph, by

formeﬁnw*%prﬁ/#ﬁ@%ead

formed randomiy then no heteroscedasticity Onma regression modei.
Heteroskedastisitas test results using SPSS can be seen through the Scatterplot

graph, shown in Figure below:
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Figure 4.3
Image Scatterplot

Scatterplot

Dependent Variable: NILAI_PERUSAHAAN

4 Le]

Regression Studentized Residual
i

T e e
G_’Re ression Staﬁ'dlzed Predict lu
o

The Glesjer test is just a park test, which is used to regulate residual absolute values
against independent variables (Gujarati 2003 in Ghozali 2011). Regression model is free
from heteroscedasticity if the significance value is greater than 0.05. Glesjer Test results

conducted by using SPSS can be seen from the table below:
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Table 4.14
Test Glejser

Coefficients?

Standardize

of heterokedastisitas.

4.2.2. Multiple Liner Regression Analysis

Unstandardized d
Coefficients Coefficients
Model B Std. Error |Beta t Sig.
1 (Constant) 151 .062 2.432 |[.017
INSTITUSIONA
L .000 "QBQA_____\“—-- -.209 -2.051 [.053
KOM INDEP .800
KUALIT
DITOR 182
KO
T 130
JUMLAH E
o D 789

107

The analytical method used to obtain a comprehensive picture of the relationship

between one variable with another variable. By using SPSS program as data pegolah to

know whether there is significant influence between independent variable with dependent
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variable. the dependent variable in this study is the firm's corporate value while the
independent variables are institutional ownership, independent commissioner, auditor
quality, audit committee and number of directors. The results of multiple linear regression
analysis in this study can be seen in the following table:

Table 4.15
Multiple Linear Regression Test Results
Coefficients®

Standardize
d
Coefficients
Model Sig.
1 (Consta . - .000
INS .003
KO .765
KUALK AS
DITO 212
KOMIT . . .041
JUMLAH
KS| .043

a. Dependent Variable: The valtle-ei-e Company”

Source: secondary data processed, 2018.

Based on the results of multiple regression analysis in the table above can be made
regression equation as follows:
Y =1,171 + 0,002 X1 - 0,042 X2 + 0,067 X3 + 0,022 X4 + 0,012 X5

The regression equation above means:
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a. The value of kostan () is 1,171, the figure indicates the company's corporate value
level of 1,171 if institutional ownership, independent commissioner, auditor quality,
audit committee and number of directors are ignored.

b. The regression coefficient of X1 (institutional ownership) to the positive is 0.002. It can
be assumed if the other independent variable is constant, it means that each increase of
institutional ownership is 1 percent, then the company's value will increase by 0,002.

c. The regression coefficient of X2 (independent commissioner) to negative is -0,042. This

assumed if anpther ind@ndent Viggiable iSﬁonstant@eaning hat each audit committee

~ therﬁMlW %fﬁmﬁn incrg

f. The regression coeffieten el of digeetOrsytenegative is 0,012. This can be

assumed if other independent variables are constant, meaning any increase in the
number of directors by 1 percent then the value of the company will increase by 0.012.
4.2.3. Hypothesis testing (t test)
Hypothesis test in this research is done to know how big influence of independent
variable that is institutional ownership, independent commissioner, auditor quality, audit

committee and number of directors to related variable that is company value. Decisions
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are taken by looking at the value of the significance of each variable. If the value of
significance is more than 0.05 then the hypothesis is rejected, and vice versa if the
significance value is less than or equal to 0.05 then the hypothesis can not be rejected
(accepted). The results of tests conducted using SPSS can be obtained as follows:

Table 4.16
Hypothesis Test Results

Coefficients?

Standardize

W%d&%\' t
Model /"g S Al \i Si
i 700\l

1 (Const ; ,_ .000
INSTRUSIRAL| 35 | 003
KO 765
KUAL
DITOR 212
KOMIT um*‘.g@- x| | . 041
JUMLAH DI o3

KSI

a. Dependent Variable: The value of the company

Source: secondary data processed, 2018.

Based on the above table data processed by using SPSS program, it can be seen
that t test results for institutional ownership variables obtained significant value of 0.003
<0.05, then Ho is rejected and Ha accepted. So it can be said that there is a significant

positive influence between institutional ownership of corporate value.
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Result of t test for independent commissioner variable obtained significant value
equal to 0,765> 0,05, hence thus Ho accepted and Ha rejected. So it can be said that the
independent commissioner has no significant effect on the value of company's company.

Result of t test for auditor quality variable obtained significant value equal to
0,212> 0,05, hence hence Ho accepted and Ha rejected. So it can be said that the quality
of auditors does not significantly affect the value of corporate companies.

Result of t test for audit committee variable obtained significant value equal to

significant positive inflseng egt (jacomm ae-qq the value of the company.
Result of Bof nusgper of ﬁe@s

company.

4.3. Discussion

Based on the gsults o%@- anawsis in tm stggang wigh processing derived from
the financial statements gfigach ofﬂgb&iﬁccﬁn\panies listed on the Stock Exchange year
2012-2016, it can be explained tf

4.3.1 Effect of Institutional Ownership on Corporate Value

The test results give the result that institutional ownership has a significant positive
effect on firm value, so the first hypothesis is accepted. This can be seen from the results of t
test with a significant value of 0.003. The probability value is less than 0.05 (0.003 <0.05).

This means that higher institutional ownership, will have an impact on increasing the value

of the company.
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Institutional ownership has a very important role in minimizing agency conflict that
occurs between managers and shareholders. The existence of institutional investors is
considered capable of being an effective monitoring mechanism in every decision taken by
managers. This is because institutional investors are involved in the company's strategic
taking. The greater the ownership of the institution the greater the power of voice and
encouragement of the institution to oversee management. As a result, it will provide a
greater boost to optimize corporate value so that company performance will improve
(Patricia, 2014). The results of th+s-stUd : me
(2014), Purwaningtyas ‘ , and Susanii ,(2009) phgte

A
positively affects the ﬁ{(‘a(cgrknpany*

The test restilts gﬁ tki_ resul] that$e |Adep: iongr has no effect on the
z =H =
company's valugiof the_Compan : is iS=g) 1./It can be seen from

the result of t tes

to 0,765. The probabMity va%@grea‘ttr than 0 Q§6€90.05)

B (
The independent “ogard of commisdi ePsN as meagured by the composition of
independent board of guil?‘!imm- position of the board of commissioners

has no effect on the performance of the company, because the number of independent board

of commissioners in the average sample company is already high, thus less affecting the
performance of the company. Theoretically an independent commissioner may act as a
mediator in a dispute between internal managers and oversee the policies of the board of
directors and serve as advisor to the board of directors. Independent Commissioner is a good

position to carry out the supervisory function on the management of the company in order to
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create a good corporate governance company, so that it can improve the company
performance. The results of this study are in line with Azzahrah (2014), Purwaningtyas
(2011), Rahmawati and Hanung (2007) which proves that Independent Commissioners have

no effect on company value.

4.3.3 Effect of Auditor Quality on Company Value
The test results give the result that the quality of the auditor does not significantly

influence the company's value of the company, so the third hypothesis is rejected. This can

be seen from the results of t ':

greater than 0.05 (0.212-4005). w
IS VAL

at is @\(X/

to the au
> 4 e

of 0.212. The probability value is

Audit quality

considering their

from the audited other factors such as

- cial@@ment‘g but in%sto& consiflg
ic condi%]sﬂolﬁtaﬁ;sues, leafs

[are”GenslsterLawiih Rosner's findings (2003) which

macro and micro econo ship changes, and technical

analysis. The results of the stis
conclude that audit quality has no effect on stock prices. This study is in line with that done
by Siallagan and Machfoedz (2006) found evidence that auditor quality has no significant

effect on firm value.
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4.3.4 Effect of the Audit Committee on Corporate Value
The test results give the result that audit committee has positive significant effect to
firm value, so Hypothesis four accepted. This can be seen from the results of t test with a
significant value of 0.041. The probability value is less than 0.05 (0.041 <0.05). This means
that more audit committees, will have an impact on increasing the value of the company.
The presence of an audit committee that oversees the performance of the board of

commissioners and improves the quality of information flow between shareholders and

It compjttee playsg
é- WA /y
beergeevelop d@ough ;

i it wil
. Y

assisting in exarnim o taf Staler it €an be accounted for.

3 spareilg’iinancialﬂ.nformat*n will @uce mig
11).$hMe§qr is ﬁ%‘ﬁ{ne wit

(2016) found evidence that-auditscommitiee has astfniieant positive effect on company

value.

Having clear and

company value (Rou

4.3.5 Influence of Number of Directors to Corporate Value
The test result gives result that the number of directors have a significant positive
effect on company value, so Hypothesis five is accepted. This can be seen from the results

of t test with a significant value of 0.043. The probability value is less than 0.05 (0.043
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<0.05). This means more and more number of directors, will have an impact on the increase
in corporate value.

The size of the board of directors is the number of boards within the company. More
and more board members within the company will provide a form of oversight of the
company's better performance. With a good company performance and controlled, it will
result in good profitability. Increased profitability will indirectly increase the company's

stock price and the company's value will increase (Isshaaq et al., 2009). According to

company because the large-ngimber ogirws can incregse-control and monitor the value

ent p%t@; Anﬁa@

ffectin*he co
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CHAPTER V
CLOSING

5.1 Conclusions
Based on the results of hypothesis testing, it can be concluded as follows:
1. T test result for institutional ownership variable obtained significant value of 0.003 <0.05,
then Ho is rejected and Ha accepted. The existence of institutional investors is considered

capable of being an effective monitoring mechanism in every decision taken by managers.

This is because institutional investors.a volved in the company's strategic taking. The

greater the ownership of thegnstitution the greater thespgwer of voice and encouragement

ndent/on

i

% Yor né;fe icant value equal to

aid that independent

panies, because the

3. Result of t test for auditorawmality variable obtained sigm€ant value equal to 0,212> 0,05,

hence hence Ho accepted and Ha rejected. SO 1t can be said that the quality of auditors
does not significantly affect the value of corporate companies. This finding means that
investors in considering their investment decisions still do not fully maximize the
information derived from the audited financial statements, but investors also consider

other factors such as macro and micro economic conditions, political issues, leadership

changes, and technical analysis.

85



88

4. Result of t test for audit committee variable obtained significant value equal to
0,041 <0,05, hence Ho is rejected and Ha accepted. So it can be said that there
is a significant positive influence between the audit committee on the value of
the company.

5. The result of t test for the variable number of directors obtained significant

value of 0.043 <0.05, then Ho_iswejected and Ha accepted. So it can be said

- G
inancial *d&%a mani H(’)!n, the audit ¢
AR A

examining th& ®ata on financial statements sg it can be accounted for.

Having clear and transpa aformation will reduce misinformation
and increase company value.
5.2 Limitations of Research
1. Population in this research is only limited to one type of company that is

banking company. This resulted in this study being non-generalizable for all

types of companies.
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2. The value of determination coefficient (R2) produced is very small (14,3%),
which means fit model in research still not good, because coefficient value of

determination less than 50%.

5.3 Suggestions

Some suggestions addressed to further researchers from this research include:

1 .The results of this study-cantemgea-as.a_consideration to establish company

policies related £gFf corporate governance Mgehanisms in accordance with

S t%"’in%ase t

esearQ?sﬂé’ges "‘IW A
s

existing yeg Iationg:SQ

%anc

O

e‘g:a pasms on corporate
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ABSTRACT

Good corporate governance mechanism is a step to enhance firm value. This study was

conducted to obtain evidence regarding the_effdet of good corporate governance mechanisms

(institutional ownership, quality aydier fndependent Boase, 6f commissioners, audit committees

Objects in this st donesia Stock Exchange
during the years 2012 ) Iing*cqu' d 20%0mpanies in the sample,
so as long as 5 yea palysis u?d multiple regression, where
the dependent variab Q), addthe independent variable is

and the size of the bog

0 of-gmectors. ‘

5 study ina*Eate Aa 19 5
dent gnd alydlit committee af@gts firm falue.

Mgﬂﬁﬂ

jnstitutional ownership,

The results of

board of directors, indepa

Key words: firm value, Tobi auditor, independent board of

commissioners, audit Co® MML 5#7¢ of the board of directors.

PRELIMINARY

Maximizing the value of the company is one of the company's goals to be achieved
(Anggraini, 2012). The value of the firm shows investors' perceptions of the success rate of
companies that are often associated with stock prices (Kusumajaya, 2011). The value of the

company also reflects the performance of the company that can affect investors' perceptions of
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the company. The higher the value of the company, the happier its shareholders (Julianti,
2015).The high corporate value will make investors interested in investing in the company.
Before an investor makes a stock investment in a company, they will make stock valuations in
advance based on information they get from the capital market (Julianti, 2015). An attempt by an
owner or shareholder to maximize a company's value is to turn the company's management into
an expert or professional called manager. However, in an effort to increase the value of the firm

there will be a conflict of interest between the agent (manager) and the principal (shareholder)

called agency conflict.

Agency theory explains-Hg problergthW‘iﬁ whenfghasgholders rely on managers to
provide services on theip'pehalf %qﬁn%]d Megkling i#%a I, 2814). The manager (agent),

With the authority ssess&tan bt q‘ﬁ‘?mn‘l;
-

Corporate Governance or Good Corporate Governance (GCG).

Good corporate governance is a form of good company management inside which includes
a form of protection of the interests of shareholders (public) as the owner of the company, and
creditor as an external funder. In a Corporate governance system, the goodwill of a company
provide effective protection to the holder's shares, and to the creditors to recover upon

investment reasonably, Precise and efficient, as possible, and ensure that management acts as
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good as can be done for the benefit of the company (www.Fcgi.com in Sukamulja, 2004).
Inescu's research in Muryanti (2014) states that Companies in Venezuela can reduce the cost of
capital and Increase market value when improving corporate governance practices.

The concept of corporate governance came into existence when two legal experts, Adolf
Augustus Berle and Gardiner C. Means published their monographs entitled "The Modern
Corporation and Private Property”, followed by Eugene Fama and Michael Jensen in "Separation

of Ownership and Control" with Principal Agency Theory. The issue of corporate governance is

continued with the downfall gf+gjor corp(ﬁtiwuch as Enror-and Worldcom in 2002, and the

¥ mort a{&%ﬁ in-ife Uﬁté&g@s

TR T T donesia i
Corporate govery3 cte-"'?ega M% onesia in 1998 when

bankruptcy is the lack of implementation of the principles of corporate governance in the
banking environment (Effendi, 2008, in Muryanti, 2014). Therefore, the government including
Bank Indonesia has made various efforts to encourage the realization of GCG in the environment
banking. In the Bank Indonesia Regulation No.8 / 4 / PBI / 2006 dated January 30, 2006,

realizations regarding to the implementation of GCG for commercial banks are made.
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Corporate governance, in general, is a set of mutually balancing mechanisms between
actions and managers' choices with the interests of shareholders (Susanti, 2011). Zhuang, et al
(2000) in Husnan (2001) explains that the corporate governance system consists of (1) various
regulations that explain the relationship between shareholders, managers, creditors, government
and other stakeholders, and (2) Directly or indirectly enforce these rules or internal and external
corporate governance mechanisms. Banhart and Rosenstein (1998) in Lastanti (2004) corporate

governance mechanism is divided into two groups. First, the internal mechanisms, such as the

composition of the board of directors-er—CQga Ters~nanagerial ownership, and executive

compensation.Second, externa market'gonicol, and debt financing levels.

* hanisng stq

The Forum for Corporatg @ over%r‘rc:g&i rPéukar*Ha (20@@% tha

governance is to Crezle addedeue ra

encmnﬂicts yprbetwadn ‘o @ prifcipals, which further

defined as a set of med nisms@‘l Directigg and c*trollin@comp 1\, so that the company's
operations run in accordaris #;Adecﬁioﬁoﬁhe"s{takeho de
a concept that regulates the—etigiment of tme,_relatiomShips—ef corporate organs, between
shareholders, the board of commissioners and the board of directors that administrates the
company. This relationship is governed by the principles of corporate governance such as
accountability, responsibility, transparency, fairness, and independence (Purwaningtyas, 2011).
Implementation of the principle of good corporate governance concretely has several

objectives, such as facilitating access to domestic and foreign investment, obtaining cheaper cost

of capital, giving better decisions in improving the company's economic performance, increasing
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stakeholder confidence and trust in the company, protecting directors And commissioners of
lawsuits as well as protecting the rights of minority shareholders. Companies that implement
good corporate governance will be more efficient and increased competitive, which in turn
makes it sustainable company (Purwaningtyas, 2011).

Research on audit quality is done by Dewata, et al. (2015) stated that the auditor quality
variables show the quality of audit does not significantly affect the value of companies that were

audited by KAP Big 4 and KAP non Big 4. Contradictions with research conducted by Siallagan

and Machfoedz (2006) is that the quak ; affect the value of the company.
arch con%ct v Afiah (2045) which says that many local

public accountant qualitieg do n%\?&ehntem*onal C%ncy Sit:

gard because accounting

nable to provide a

ompany conducted
by Thaharah (2016) pro¥ ypAeTtiee aSA ifi iVg'effect on the value of
the company, while Muryati (20{5‘) provesohat audit*ommit@negati ely influence the value of
the company. In contrast towagearch ad‘fzqql) Rjnﬁe\ﬁmncet At.Audit committees positively
nat has been done by Muryati
(2014). Muryati research (2014) proves that the size of the board of directors positively affect the
value of the company, in contrast to research Kusumastuti (2007) which proves that the size of
the board of directors positively insignificant to the value of the company.

Based on the above description looking at the results of done research is still diverse in the
importance of the implementation of good corporate governance mechanism. The authors are

interested in taking the title "ANALYSIS OF THE EFFECT OF GOOD CORPORATE

97



98

GOVERNANCE MECHANISM ON COMPANY VALUE Study On Banks Listed on BEI
Period 2012-2016".

LITERATURE REVIEW
AGENCY THEORY

Agency theory is the basis used to understand corporate governance. Jensen and Meckling
(1976) in Randy (2013) state that agency relationships arise when one or more people (principal)

hire another person (agent) to provide a service and then delegate decision-making authority to

systems and compensation of the bonding expenses incurred by agents and residual losses

associated with the divergence of interests between principals and agents.
According to Jensen and Meckling (1976) the existence of agency problems led to agency

costs consisting of:

4 The monitoring expenditure by the principle (monitoring cost), which is the cost of
supervision issued by the principal to oversee the behavior of agents in managing the
company.
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5 The bounding expenditure by the agent (bounding cost), which is the cost incurred by the
agent to ensure that the agent does not act that is detrimental to the principal.

6 Residual Loss is the decrease of principal and agent utility rates due to agency relations.
Conflicts of interest occur not only between investors and managers but also between

majority and minority shareholders. Controlling shareholders usually control management

decisions and tend to ignore the interests of minority shareholders. The company is seen as a set

of contracts between company managers and shareholders. The principal or company owner

anagement. Managers as parties, who are

authorized for the activities of-#he ompang WObllged t} ovide financial reports will tend

utilityggnd sacr

QSW ora” TaierEl
T~

to report something th aX|m%h€gt!>‘ #@the interests of shareholders. As

or?'*é\tioFSfand oxQspects than owners

owners (shareholders), so as to minimize conflicts of interest and agency costs. The concept of
GCG is concerned with how principals that managers will benefit them, that managers will not
commit frauds that would harm shareholders. In other words, the implementation of good
corporate governance is expected to serve to reduce or emphasize agency costs (Nisa,2014).

Good Corporate Governance
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The Indonesian Institute for Corporate Governance (IICG) defines good corporate
governance as the structures, systems, and processes used by corporate organs in an effort to
provide long-term value-added for the company, while taking into account the interests of other
stakeholders, Based on legislation and prevailing norms (CGPI, 2008, in Pratiwi, 2013).
Corporate governance is defined by the Forum for Corporate Governance in Indonesia (FCGI) as
a set of rules that establishes relationships between shareholders, managers, creditor,

government, employees and other inter- and external interests with respect to their rights and

Company Value

The value of ty and book value of

the firm, whether it bé ¥ j0tal debt and the book

value of the total equity ccorchjg to Sukgmulja (2&04), on@f the rapios considered to provide

,§e&ﬂsﬂ1iﬂa@sa§ explad

company's activities, such as e ®sijonal difegrence A

the best information is arious phenomena in the

ent decision making as well
as the relationship between management stock ownership and firm value (Onwioduokit, 2002, in
Purwaningtyas, 2011).
Good Corporate Governance Relation with Company Value

Corporate governance is a mechanism for managing the business, as well as to improve
the company's prosperity. The main goal of good corporate governance is to increase added

value for all stakeholders. A sound corporate governance mechanism will provide protection to
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shareholders and creditors to get back on investment as reasonably, appropriately and efficiently
as possible, and to ensure that management performs as well as it does for the company. The
success of good corporate governance is influenced by many factors, which in general can be
grouped into two, namely macro factors (regulation and state conditions), and micro factor
(corporate governance mechanism) within the company from the company's internal point of
view, the success of good corporate governance is influenced By proportion share ownership, the
proportion of the board of directors and the role of audit committees in good corporate

forL_.of —eeporate governance is good and in
itions, %II W ' ¢ a positive response to the

jhat th Rfr;d nvestﬁ- in thlyco’@any capgerned will be managed
c inves ;

governance mechanism.

accordance with applicable

According to Kresnohadi (2000) in Febriyanto (2013) corporate governance mechanism is
divided into two groups, namely:

1. Internal corporate governance is an element that is always required in the company and

is very instrumental in managing the company. If the internal corporate governance

performance is good then the company's performance is good and vice versa. The
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corporate internal corporate governance elements are shareholders, managerial
ownership, directors, commissioners, employees, systems, and audit committees.

2. External corporate governance is an element that is always needed or needed outside
the company and has an influence on the financial performance of the company. The
elements of corporate external corporate governance are the adequacy of laws and legal

instruments, investors, institutional ownership, public accountants, lenders, and legality

certifiers.

Institutional Owners alilabtes-Catnpany Value: ' YY) Quality Auditor

ice to the directors

accountability. Since the board of commissioners is responsible for overseeing management in
charge of improving the efficiency and competitiveness of the company, the board of
commissioners is a center of endurance and success of the company. The board of
commissioners must also monitor the effectiveness of good corporate governance practices
adopted by the company, and make adjustments where necessary. The demand for transparency
and independence is evident from the demand that the company has more independent

commissioners overseeing the actions of executives (Lastanti, 2004). The higher the
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representation of the independent commissioner, the higher the independence and effectiveness
of the corporate board, thereby increasing the value of the company (Barnhart and Rosenstein,
1998 in Purwaningtyas, 2011). This is consistent with research conducted by Muryanti (2014)
and Dewata, et al. (2015) which shows a significant positive influence between independent
board of commissioners against company value. Therefore the hypothesis is proposed as follows:

H;: Independent board of commissioners positively affects the value of the company.

Effect of Institutional Ownership on Corporate Value

Institutional ownarship hz&.}important ea iin monitoring management, because with

ag?hr‘n@g%)ti ma

performance, so managementivilidsae more careful in making.eeéigion. Monitoring will certainly

pervision on management

x
the existence of institutiong Wnerﬁ) 'Mjl le&cou

ensure prosperity for shareholders. oring By-the institution is able to substitute other
agency costs, so the agency cost decreases and the company value increases (Purwaningyas,
2011).

Institutional ownership generally has a large proportion of ownership so that the monitoring
process of managers gets better (Azzahrah, 2014). The higher the level of institutional
ownership, the stronger the control of the company, this is because the institution usually has a

considerable right, so take a large proxy also on the ownership of shares of a company. This is
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consistent with research conducted by Muryati (2014) and (Purwaningtyas, 2011) which shows a
positive influence between institutional ownership and firm value. Therefore the hypothesis is
proposed as follows:
Hy: Institutional ownership positively affects company value.
Effect of Auditor Quality on Company Value

The signaling theory states that audit quality can be information that gives positive and
negative signals. Quality audit as one of the information that can weaken and strengthen the
effect of the announcement of fair aud

o eption to stock price. When the
auditor provides a going concerg/@pinion of a company, thisywll have an impact on investment

gbtors as\‘ﬁp P‘a‘é‘o r{_nvéﬂd@

decisions of potential i havespxeviously invested in the
can be determined
public accountant is
internal auditor's

sessments (Hery, 2010,

by the client because

Accounting Standards. Wang (2005) in Dewas at(2015) found that the market responded
negatively to the company's stock price with an unqualified audit opinion with explanatory
language and opinions other than unqualified audit opinions. The higher level of auditor
independence will increase the credibility of the financial statements, with the increased
credibility of the financial statements will be expected to affect the stock price of the company,
and increase the value of the company. Therefore, the hypothesis of auditor independence

influence on company value can be formulated as follows:
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Hs: Auditor quality positively affects company value.
Effect of audit committee on company value

The audit committee is a group of persons selected from the board of commissioners of
the company responsible for assisting the auditor in maintaining his or her independence from
management. In the attachment letter of the board of directors of PT. Jakarta Stock Exchange
Kep-315 / BEJ / 06-2000 point 2f, the rules on establishing audit committee stated that "Audit

Committee is a committee established by the board of commissioner of the Listed Company

ommittﬁn golecting the interests of
minority shareholders ¢a conwﬁmvestors st theirinvestment d the company.

Audit Committee wjBgbers ﬁsﬂ?ve at Iﬁastﬁ\(qﬁee) m
the audit committee. Audit comaiiiee members who comediem/commissioners, only 1 (one)
person. The members of the audit committ T-the commissioner must be an independent
commissioner of the Listed Company which also becomes the chairman of the audit committee.

The other members of the audit committee are from independent external parties. The
external party is a party outside the Listed Company which is not a commissioner, board of
director and employee of the Listed Company, while the independent is a party outside the Listed
Company that has no business relationship and affiliation relationship with the Listed Company,

commissioner, board of director and Main Shareholder The Company is listed and able to
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provide opinion professional freely in accordance with his professional ethics, has no interest to
anyone. Thaharah (2016) proves that audit committee has a significant positive effect on the
value of the company, so can the result hypothesis as follow:

H,4: Audit Committee has a positive effect on company value.

Effect of the size the board of directors on company value.

Board size or board size is the number? 0 the company, the more councils in the
company will provide a form of e_of the company the better, with
good performance and cg ood profitability and will be able
to increase the compa e. This is in line with
research conducted | his r fﬁCh indicate that there is a
significant positive e ation?p et tha'alue’bf th gompany

A cordingd% Pfefer (T973)afd Pearce and Zahrd (1992) in Faisal (2005)

hat i i he si i 'ﬁf *b d f*'azﬁc‘)'ll
that Increasing the size angdsgdiversi ard_of @ir rs will DERE
AR K

number of boards benefit the company souice dependence point of view that the
company will depend on its board to better manage its resources.

According to Hermalin and Weisbach (2003) in Beiner S., et al (2003) the number of
boards of directors usually relates to the policy implications of the limit on the number of boards
of directors. Conversely, if there is no policy regarding the limit of the number of boards of
directors, then the company will choose the most optimal amount. Beiner S., et al (2003) affirms

that the board of directors is an important governance mechanism, as the board of directors can
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ensure that managers following the board's interests. The minimum number of provisions
required by Law no. 1 Year 1995 concerning Limited Liability Company (PT) that must be
implemented that is minimal for the board of directors is 2 people.

The structure of corporate governance in Indonesia in accordance with the Act. No. 1 of
1995 on Limited Liability Companies, in which the General Meeting of Shareholders (GMS) is
the highest body consisting of shareholders who have the right to vote for members of the board

of commissioners and the board of directors (Wulandari, 2006). The board of directors is fully

(2014) proves that the sizé @7 the b@ h‘ﬁec@s ﬁM%ffect acyvalue of the company, so

asfoQ?* --- + ,S,

Hs: The size of the board of%’éctors )

e

Dependent varidble is a(\/ﬁiable tha uenced or becomefd result because of the

* b1
independent variables (SyBiono, ﬁbMTrﬁdﬁenﬁ\nﬂariable I

measured using Tobins Q. TaMms«Q measures performancgs=ay‘comparing two valuations of a

his study is firm value

firm's assets as measured by the market value of the number of outstanding shares and the debt
(enterprise value) on the replacement cost of the firm's assets. Herawaty (2008), explains the

value of the company can be calculated using the formula Tobins Q as follows:

quityMarketValue +TotalDebt
EgquityBookVelus +TotalDebt

Company Value ==

Information :

Tobins Q : Company Value
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EMV : The market value of equity (Equity Market Value)
EBV : The book value of total equity (Equity Book Value)
D : Total debt
Independent Variable (X)
Independent Board of Commissioners
Agency theory states that conflict of interest between agents With principal can be

reduced with proper supervision. There An independent board of commissioners will improve

Septiani, 2013).

Independent

> | % =
Institutional oy hﬁs the shargg.Jvned bEe ingtifution in the form of

NGOs, insurance comganies, in\Etme ; anxprivate companies (Nisa, 2014).

Auditor Quality

This variable is a dummy variable, if the firm is audited by a KAP affiliated with KAP Big
4 (Pricewaterhouse Coopers, Deloitte Touche Tohmatsu, KPMG, and Ernest and Young) then it
is worth 1, but if the company is audited by KAP non big 4 then it is worth 0 (Dewata , Et al.,
2015).
Committee Audit
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The audit committee, measured by dummy variables, of which 1 for companies with audit
committees and O for companies that do not have audit committees (Siallagan and Machfoedz,
2006).

Size of the Board of Directors

In this study the size of the board of directors, measured by the number of members of the
board of directors in the company (Suranta and Machfoedz, 2003).

Sample Determination

5. Banks listed on the Indonesia_Sie CSA"'W Consideration for choosing a

banking company because-bdsed on nkWonesia CirgutasLetter which obliges banks to

P %

A

apply good corporgig gover a{&

Data Analysis Method

Descriptive Statistics

Descriptive statistics are used to provide an overview or description of data viewed from
the mean, standard deviation, variance, maximum, minimum, sum, range, kurtosis and skewness
(Ghozali, 2013).
Classic Assumption Test
Normality Test

Normality test aims to test whether in the regression model, the intruder or residual
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variable has a normal distribution (Ghozali, 2013).A good regression model is one that has
normal or near-normal data distribution. Normality test in this study is based on a simple
statistical test by looking at the value of kurtosis and skewness for all dependent and independent
variables.
Multicolinearity Test

Multicollinearity test aims to test whether the regression model found the existence of

correlation between independent variables (Ghozali, 2013). A good regression model should not

lance Iéﬂa Factor (WE or decision stewardship in

%‘hﬁf R Itlco{*earltyﬁﬂ'@}s folloWing criteria:

d. If the VIF valué
regression (Ghoza

Heteroscedasticity Tet

regression model is homoskesdatisitas or does not occur heteroskesdatisitas. In this study to test
hereroskesdatisitas by looking at the scatterplots chart. If in the scatterplots chart it appears that
the points are spreading randomly as well Spread either above or below the number 0 on the Y
axis. It can be concluded that there is no heteroscedasticity.

Autocorrelation Test

The autocorrelation test aims to test whether in the linear regression model there is a
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correlation between the confounding error in period t with the intruder error in period t-1

(previous) (Ghozali, 2013). To test whether or not the autocorrelation is present, this study uses

the Durbin-Watson test (Ghozali, 2013). Decision-making whether or not symptoms of

autocorrelation are based on the following:

5 When DW count lies between the upper bound (du) and (4-du) then the autocorrelation
coefficient is equal to zero, meaning free from autocorrelation.

6 If DW count is greater than the lower limit (dl), then the autocorrelation coefficient is

li 4- dI) thew *he autocorrelation coefficient is

less than zero, meaf \Eﬁieﬁ?ﬂlve aﬁocorreﬁ%

Hypothesis Testing (T-test)
Hypothesis testing in this study using partial test (T test).T test is done to know the

influence of each independent variable individually (partial) to the dependent variable is done by

t-test. T test is done by comparing the value of t arithmetic with t table or compare between t stat

with significant tariff (a = 0,05). Criteria for decision making as follows:

3 If t arithmetic> t table or t stat sign <0,05 then Ho rejected and Ha accepted. This means

there is a significant influence of the independent variable on the dependent variable.
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If t arithmetic <t table or t sign> 0.05 then Ho accepted and Ha rejected. This means there

is no significant influence of the independent variable on the dependent variable.

RESEARCH RESULT

Descriptive Statistics VVariable Res

Descriptive Statistic

Std. Deviation

Institusiona 173667
Kom_Indep 09900
Kualitas_ A 80151
Komite_Audit 1,15802
Jumlah_Direksi 2,30160
Nilai_Perusahaan 0,20023
Valid N (listwise)

Source: secondary data processed, 2018.

Based on the results of the table above can be explained as follows:

1. Average institutional ownership of 75.7706. The lowest institutional ownership value
(minimum) is 28.38 and the highest institutional ownership (maximum) is 99.61. The standard
deviation value of 17.73667 is smaller than the average value of 75.7706 which means that the

mean is greater than the standard deviation, thus indicating that the results of institutional
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ownership are quite good. This is because the standard deviation is a very high deviation
irregularities, so the dissemination of data shows normal results and does not cause bias.

2. The average Independent Commissioner is 0,5316. The value of standard deviation of
Independent Commissioner is 0.09900 less than the average value of 0,5316 which means that
the mean value is greater than the standard deviation, thus indicating that the result of the
independent commissioner is quite good. This is because the standard deviation is a very high
deviation irregularities, so the dissemination of data shows normal results and does not cause

bias.

3. Average auditor qualisy‘gf 0.9000,.The gtandard dewatien value of 0.30151 is smaller

than the average value/q

0.9%0{5&#1 chsme*s t‘ﬂtq@an is

results and does not cause bias ..

5. Average number of directors amounted to 8.3400. The standard deviation value of
2.30160 is smaller than the mean value of 8.3400 which means that the mean is greater than the
standard deviation, thus indicating that the results of the number of directors are quite good.
This is because the standard deviation is a very high deviation irregularities, so the

dissemination of data shows normal results and does not cause bias.
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6. Average company's value of 1.0679. The value of the standard deviation of firm value
of 0.20023 is smaller than the average value of 1.0679 which means that the mean is greater
than the standard deviation, thus indicating that the result of the firm's value is quite good. This
IS because the standard deviation is a very high deviation irregularities, so the dissemination of

data shows normal results and does not cause bias.

Classic assumption test

Normality test

One-Sample Kolmogoro nov Test

/S ¥ Ak, Wﬁ\
2 7

Pqi,tlve * 0
-*S‘

AR

Kolmogorov-Smirnov

Asymp. Sig. (2-tailed) .001

a. Test distribution is Normal.

Source: secondary data processed, 2018

Based on calculations obtained significant value of unstandardized residual of 0.001 less
than the value of 0.05. So it can be concluded that the distributed residual is not normal. A good

regression model requirement is that the residual must be normally distributed. To achieve the
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normal distributed data, it must eliminate the value that is too extreme (outlier) as much as 4
data observations.
According Ghozali (2011) to eliminate the value of oulier is data that has zres value more

than 2.5. In the results of this study the value of outliers can be seen in Table 4.8

Uji Normalitas (Data Normal)
One-Sample Kolmogorov-Smirnov Test

Zscore:

Unstandardized

Residual

Normal Para

Most Extrems

Kolmogorov-Smirnov

Asymp. Sig. (2-tailed) .292

Based on calculations obtained significant value of unstandardized residual of 0.292 more than
the value of 0.05. So it can be concluded that the residuals are normally distributed. Normality

test can also be seen in chart diagram of Histogram and Normal P-P Plot as follows
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MNormal P-P Plot of Regression Standardized Residual

Dependent Variable: NILAI_PERUSAHAAN
1.0

i

0 &
iy

Expected Cum Prob

On the P-P chart Tha plot @Ns the ; ine and follows the

direction of the histogram ﬁto#ar ¢ dependent variable

Y meets the assumpti®

Multicolinearity Test

x * O
A good regression mogel shcﬁéﬂp’o urﬁlli_q\o twee

iNdtpendent variables or free
from multicollinearity. Dete symptoms of multigeffiearity can be known from the
number of Variance Inflation Factor (VIF) or Tolerance in the Coefficient section. The
regression model is freed from multicollinearity if it has VIF value below 10 and Tolerance
value is close to 1.

Based on the test results using SPSS obtained correlation value between independent

variables as follows:

Multicollinearity Test Results
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Coefficients?

Collinearity Statistics

Model Tolerance VIF
1 (Constant)
INSTITUSIONAL 976 1.025
KOM_INDEP 123 1.383

KUALITAS_AUDITOR

KOMITE_AUDIF
_/‘ W
JUMLA _DIR‘E%('Qﬁ P\S >

a. Dependent ariable™ T HE VAKUFQE T
= A

521 1.918

1.134

-
Source: secondary/déta p&lessed, k .

Based on the'labove gle the Tpld leis close to 1 and

the VIF indicates that g independ*lt . 0. This means that in

Qdel t @‘no rolticollirdrity arﬁ?j_hg independent variables.

MARAM

the resulting regulatory

Heteroscedasticity Test

The deviaticn of classical assuniptiensOcCurs-wiicn there is homocedastic occurrence of
the residual value of one observation to another observation in the same model (kostan). To
determine heteroskedastisitas can use the scatterplot graph, by looking at the points formed on
the graph whether it spreads randomly below and above the axis 0 on the Y axis or form a
straight gate on the axis 0, if the resulting image is formed randomly then no heteroscedasticity

on a regression model.
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Heteroskedastisitas test results using SPSS can be seen through the Scatterplot graph,

shown in Figure below:

Image Scatterplot
Scatterplot

Dependent Variable: NILAI_PERUSAHAAN

oo
oo

Regression Studentized Residual
i

not forming a certain ploa so it can there is no heteroscedasticity on the

regression model.

Effect of Institutional Ownership on Corporate Value

The test results give the result that institutional ownership has a significant positive effect

on firm value, so the first hypothesis is accepted. This can be seen from the results of t test with a
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significant value of 0.003. The probability value is less than 0.05 (0.003 <0.05). This means that
higher institutional ownership, will have an impact on increasing the value of the company.
Institutional ownership has a very important role in minimizing agency conflict that
occurs between managers and shareholders. The existence of institutional investors is considered
capable of being an effective monitoring mechanism in every decision taken by managers. This
IS because institutional investors are involved in the company's strategic taking. The greater the
ownership of the institution the greater the power of voice and encouragement of the institution
to oversee management. As a result, | -,,'"-
that company performance wilkmprove (P%:icw’ﬁl). The'%es
A(

yanti 2654 , Purweflgingtyas
2is i

Effect of Independg

The test resu

'ssio#e' variat?e' ol{{i@signi' 2
The probability value is “greater trﬁg CﬂSBﬁ).‘%?b 0.05)

commissioners as measured by the Comj a-Qf thtcpendent board of commissioner against

the composition of the board of commissioners has no effect on the performance of the company,
because the number of independent board of commissioners in the average sample company is
already high, thus less affecting the performance of the company. Theoretically an independent
commissioner may act as a mediator in a dispute between internal managers and oversee the
policies of the board of directors and serve as advisor to the board of directors. Independent

Commissioner is a good position to carry out the supervisory function on the management of the
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company in order to create a good corporate governance company, so that it can improve the
company performance. The results of this study are in line with Azzahrah (2014), Purwaningtyas
(2011), Rahmawati and Hanung (2007) which proves that Independent Commissioners have no
effect on company value.
Effect of Auditor Quality on Company Value

The test results give the result that the quality of the auditor does not significantly

influence the company's value of the company, so the third hypothesis is rejected. This can be

RS ara
audit n*rket sha %KAP 314 Four does not affect or

financial statements, b vesto@hlso congider othe*.factors@ch as megro and micro economic

ﬁ%&ﬁnﬁ ﬁj ﬁshﬁcal ang

9576003) wimch conciefie-thatlaudit quality has no effect on

stock prices. This study is in line with that done by Siallagan and Machfoedz (2006) found

conditions, political issues S. The results of the study

are consistent with Rosner's

evidence that auditor quality has no significant effect on firm value.

Effect of the Audit Committee on Corporate Values
The test results give the result that audit committee has positive significant effect to firm

value, so Hypothesis four accepted. This can be seen from the results of t test with a significant
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value of 0.041. The probability value is less than 0.05 (0.041 <0.05). This means that more audit
committees, will have an impact on increasing the value of the company.

The presence of an audit committee that oversees the performance of the board of
commissioners and improves the quality of information flow between shareholders and managers
thereby helping to reduce agency problem and increase the value of the company (Obradovich
and Gill, 2013). The audit committee plays a role in overseeing the company's financial reporting

process that has been developed through an audit process with the integrity and objectivity of the

redibility of the financial statements

and assist the board of commuisstogers to gain thegtpust of sharehedders. In terms of financial data

manipulation, the audit mit%e@r%butesie z;"sjs/tf#@ exammg
i | ar%d erﬂs
o R 5

g the data on financial

tpancial information
s research is in line

ee has a significant

Influence of Number o 'rectggg-Cor‘ﬂérate \/ ueﬁe
t that th%ur&erﬁd rectors havj

company value, so Hypothesis five 1578

a significant positive effect on

ot seen from the results of t test with a
significant value of 0.043. The probability value is less than 0.05 (0.043 <0.05). This means
more and more number of directors, will have an impact on the increase in corporate value.

The size of the board of directors is the number of boards within the company. More and
more board members within the company will provide a form of oversight of the company's
better performance. With a good company performance and controlled, it will result in good

profitability. Increased profitability will indirectly increase the company's stock price and the
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company's value will increase (Isshaaqg et al., 2009). According to Sulong and Nor (2008) the
size of the board of directors can increase the value of the company because the large number of
directors can increase control and monitor the value of dividends, government policies affecting
the company and foreign ownership, which can increase the value of the company. The large
number of board members will lead to a large variety of opinions in decision making, so the
decision is believed to be the best decision that will increase the value of the company (Beiner et

al., 2004). This study is in line with that conducted by Muryati (2014) found evidence that audit

committee has a significant positive effec

nS WAk
othesﬁ_&gt;i‘ng, it cal;‘ﬁe conclud@s follovig

CONCLUSIONS

Based on the results of

ificant value of 0.003

vestors is considered

by managers. This

- .
vestors a@"invo mpé'HS/'s strategig taking. The greater the
ownership of the institutjdg the 5%63( the"%ower 0 oiw@enco

<
Bry dec'&n taje

agement of the institution
to oversee management. Assayresult, it Wiﬂi\E‘& Ei"gger boogt fo optimize the value of the
company so that the company's performal

2. Result of t test for independent commissioner variable obtained significant value equal to
0,765> 0,05, hence thus Ho accepted and Ha rejected. So it can be said that independent
commissioners have no significant effect on the value of company companies, because the
number of independent board of directors on the sample company average is already high, thus

less affect the company's performance
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3. Result of t test for auditor quality variable obtained significant value equal to 0,212>
0,05, hence hence Ho accepted and Ha rejected. So it can be said that the quality of auditors does
not significantly affect the value of corporate companies. This finding means that investors in
considering their investment decisions still do not fully maximize the information derived from
the audited financial statements, but investors also consider other factors such as macro and
micro economic conditions, political issues, leadership changes, and technical analysis.

4. Result of t test for audit committee variable obtained significant value equal to 0,041

<0,05, hence Ho is rejected ane

positive influence betvyeer eauditgm ittee on the Wighe-Qf the company.

pr the&gi@alhumb*of dirg{@btaine significant value of 0.043

5. The result of t tes

<0.05, then Ht

rej{eﬁd’ an

positive influedce bétyeen they

| I
elpinqj‘b reducegagency ﬂcoblem d incrgage company value. The

2 fectivelMpﬂ/eRe ﬁ‘eﬁbllity of the financial statements and

managers thereby

audit committee wi
assist the board of co QMeEs to g e trusi*l-shareholders. In terms of financial
data manipulation, the audit committee contributes to assisting in examining the data on
financial statements so that it can be accounted for. Having clear and transparent financial

information will reduce misinformation and increase company value.
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