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Abstract—The purposes of this article are to investigate the 

effect of good corporate governance mechanism, featured by a 

number of meetings conducted by audit committee, independency 

of the boards of commissioners, quality of auditors and 

institutional ownerships on the mandatory disclosure as required 

by IFRS and the effect of mandatory disclosure on stock 

liquidity. Two multiple regression models are used for a sample 

of 13 Indonesian Mining Companies listed on the Indonesia Stock 

Exchange. The data has been collected for 4 years to arrive at 52 

data used in the data analysis. The first model is used to test 

factors associated with the level of mandatory disclosure. Then, 

the predicted value of mandatory disclosure generated by the 

first model is used as a determinant in the second model. The 

second model is set to determine the factors associated with stock 

liquidity. The result indicates that the number of meetings 

conducted by audit committee is significantly and positively 

associated with the level of mandatory disclosure; whereas other 

determinants do not have any significant association with the 

level of mandatory disclosure. The result also shows that the 

predicted value of mandatory disclosure is positively and 

significantly associated with stock liquidity. 

Keywords: mandatory disclosure, stock liquidity, audit 

committee, board of commisioners, audit quality, institutional 

ownership  

I. INTRODUCTION  

In recent years, disclosure of financial statement is 
considered to be a critical issue that needs to be solved. 
Indonesia, based on the survey conducted by 
PricerwaterhouseCoopers in 1999, ranked as one of the worst 
country in Asia that has a low level of disclosure [1]. 
Disclosure, in another side, relates to the effective way to 
reduce the information asymmetry between investors and 
management [2]. The better the company discloses information 
to investors may result in the increase confidence of the 
investors to invest their capital [3]. 

 The International Financial Reporting Standards (IFRS) 
require companies to disclose more information to the investors 
as compared to US GAAP [4]. This will become a challenge 
for companies. In the first year implementation of IFRS in 
Indonesia, the level of compliance of manufacturing companies 
was at 72% [1]. This indicates that manufacturing companies 
still tend to hide some information to investors. As a result, 

agency problem between investors and management has 
increased.  

Since disclosure plays an important role in making 
investment decisions, a mechanism that is able to control the 
company is required to comply with the disclosure 
requirements set in IFRS. This mechanism is called as 
corporate governance. Previous researches prove that corporate 
governance has a significant association with disclosure [5-8]. 
According to Cadbury Committee, corporate governance is 
defined as a system to direct and control a company. This 
system enables the internal and external balances will be 
achieved in the company [9]. The internal balance means the 
operational mechanism among company organs (investors, 
boards, and commissioners); whereas the external balance 
means the operational mechanism between company and 
stakeholders [9]. 

Corporate governance acts as a mechanism to enhance the 
company to disclose mandatory information to the investors. 
Corporate governance provides the opportunity for the boards 
to better appreciate the need for public information disclosure 
so that it can improve the quantity as well as the quality of 
disclosure. If the company needs an additional capital, then the 
board has to guarantee that the company practices corporate 
governance by disclosing the truth financial performance and 
enhancing its transparency. This may result in an increase of 
investor confidence and decrease in transaction cost, 
specifically the cost to obtain more information, so the 
company is able to acquire public funds in a more efficient way 
[9].  

Audit committee is one example of corporate governance 
mechanism. The audit committee is considered to be the 
important mechanism to produce a reliable, transparent, and 
high quality financial report as stated by Chairman of the 
Securities Exchange Commission (SEC) “…. the audit 
committee that has high qualification, independent, and open 
mind is the party that is able to maintain public trust to the 
company”.  Audit committee has a responsibility to strengthen 
the internal control in the company by monitoring the process 
of preparing financial statement [10].  In addition, the SEC 
asks the company to disclose information regarding the 
existence and activities of audit committee. This is believed by 
the SEC as one way to give public confidence that the audit 
committee has worked effectively to maintain the integrity of 
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the company’s financial statement [11].  A prior research 
provides the result that companies having an active and 
independent audit committee has possibility of less material 
misstatement compared to the companies that do not have audit 
committee [12]. The audit committee also has a specific 
responsibility to monitor the company compliance to 
regulation, constitution, and laws exist in a country, including 
the company compliance to disclose complete information in 
the financial statement [13]. Therefore, the existence of audit 
committee will generally affect the quality of financial 
statement and will specifically affect the company compliance 
in disclosing financial information requested by IFRS. Previous 
researches prove that the audit committee has a positive 
association toward the mandatory disclosure of financial 
information [14-19].  

Another mechanism of corporate governance is board of 
commissioners. The board of commissioners has a 
responsibility to conduct monitoring and provide advices to the 
directors in running the company [20].  The company having 
independent commissioners will focus their attention to protect 
the investor from fraudulent practices conducted by the 
company. The independent commissioners also work to 
convince that the company provides transparent and complete 
information to help the investors making rational decision [21].  
In addition, the commissioners that conduct regular meeting as 
asked by Corporate Governance Guidelines significantly affect 
the level of mandatory disclosure [22]. 

External auditors also have significant contribution to 
enhance the level of mandatory disclosure. As part of corporate 
governance mechanism, the auditors have a role to provide 
independence assurance toward investors that financial 
statements fulfill all the criteria asked by IFRS.  This means the 
auditor has responsibilities to conduct financial audit and 
operational audit to the company. However, the greater 
demands from investors on comprehensive information, not 
only information related to financial data but also information 
related to company policies has consequences for auditors to 
conduct Corporate Governance Audit (CGA) [23]. The auditors 
are said to have a high audit quality if they are able to do CGA 
audit and it is usually conducted by the big four public 
accountant firm. Previous researches show that the higher audit 
quality results in the higher level of both financial and policies 
information disclosures [24-27].  

Institutional ownership is also considered to be the 
corporate governance mechanism that enhances disclosure. The 
institutional ownership has the opportunity to control 
management and therefore make the management are more 
compliant to disclose mandatory information as asked by IFRS. 
Prior researches also indicates that institutional ownership has 
significant association with the level of disclosure [13,26,28].  

The more complete information disclosed to the investors, 
the more transparent financial statement published by the 
company [3]. In another side, the company hiding information 
to the investors creates information asymmetry [29]. As a 
result, processing cost increases and market is less liquid [30]. 
Previous researches provide result that disclosure positively 
and significantly affects stock liquidity [30,31]. 

Based on the above background, this research aims to 
determine the effect of corporate governance toward IFRS 
disclosure and the effect of IFRS disclosure to stock liquidity. 
This general aims are then divided into some specific 
objectives as follow: (1) determine whether audit committee 
individually affects IFRS disclosure, (2) determine whether the 
board of commissioner individually affect IFRS disclosure, (3) 
determine whether audit quality individually affects IFRS 
disclosure, (4) determine whether institutional ownership 
individually affect IFRS, and (5) determine whether IFRS 
disclosure individually affects stock liquidity. 

II. LITERATURE REVIEW AND HYPOTHESIS  

A. Audit Committee and IFRS Disclosure 

Audit committee is an integral part of corporate governance 
that has responsibility to enhance integrity and quality of 
financial statement and to increase the effectiveness of internal 
control within the company [32]. To achieve high integrity and 
quality of financial statement, the audit committee has to 
monitor whether the company complies to laws and regulations 
including compliance to the mandatory disclosure required by 
IFRS [13].  The Blue Ribbon Commission (BRC) issues ten 
recommendations to strengthen the independency and 
effectiveness of audit committee. Among these ten 
recommendations, three criteria are usually used in the research 
as follow: (1) audit committee has at least three members, (2) 
at least one member in the audit committee is independent 
commissioner, and (3) at least one member in the audit 
committee has accounting and financial expertise [33].   In 
addition, BRC issues one more recommendation, even though 
SEC does not ask the company to comply this 
recommendation. The audit committee is suggested to conduct 
meetings at least one meeting in a quarter and to hold 
discussion with external auditors regarding the quality of 
financial statement [11].  

Frequency of audit committee meeting is defined as the 
number of formal meeting held by audit committee in a year 
[34]. Audit committee that often holds meeting indicates that 
audit committee has more time to carry out the oversight 
function so the integrity and transparency of financial 
statement can be achieved [35].  The meetings also create 
effective communication among audit committee members so 
this will enable audit committee to determine financial 
statement’s fraudulent [36].  It will be more difficult for the 
audit committee members that are usually independent 
members, to determine fraudulent in financial statement in a 
short time [37]. The meetings held by audit committee are the 
formal mechanism to discuss with internal auditors to get the 
information regarding accounting, auditing, and financial 
problems within the company [34].  Prior researches provide 
the empirical evidence that the number of audit meeting 
positively and significantly affect the level of disclosure 
[38,39].  

Based on the above arguments, the first hypothesis is 
developed as follows: 

H1: Audit committee has a positive association with IFRS 
disclosure 
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B. Board of Commissioners and IFRS Disclosure

Board of commissioners is defined as the company organ
that has responsibilities to hold oversight function in 
accordance with company’s charter and provide advices to the 
directors [40]. The oversight function should be conducted to 
convince that the company is operated by management in 
accordance with the interest of stakeholders, specifically 
stockholders. Due to the opportunistic behavior that could be 
done by management and directors, it is necessary to oversight 
their works and this process are held by commissioners [40]. 
Management has an obligation to disclose transparent and 
complete information in accordance with IFRS. The 
commissioners have to oversight this process to convince that 
managements fulfill their obligation [41]. 

The members of board of commissioners consist of insider 
and independent member. Insider member is the member that 
gives direct contribution in assigning the strategies for the 
company and is directly involved with the operation process in 
the company [40]. The existence of insider members may result 
in the decrease effectiveness of oversight function. Therefore, 
it is necessary to include the independent person as the member 
of the commissioners. Independent member is the member 
coming from outside the company and having no business as 
well as ownership relationship with the company [42]. 

The independent commissioners are expected to be neutral 
to all policies decided by directors. Prior researches provide the 
empirical evidence that the works of independent 
commissioners are not affected by the directors, so they tend to 
encourage management and directors to disclose transparent 
information to stakeholders [43,44] 

Based on the above arguments, the second hypothesis is 
developed as follows: 

H2: Board of Commissioners has a positive association with 
IFRS disclosure 

C. Audit Quality and IFRS Disclosure

The role of external auditors has risen due to the
bankruptcy of the public company whose financial statement 
has an unqualified opinion during the economy crisis. This 
indicates that the company is not transparent in disclosing their 
financial information to investors. In addition, financial 
information itself is not sufficient to enable investors to make 
rational investment decision. The investors need additional 
information such as company’s prospect in the future, 
management policies, and transaction fairness. As a result, the 
financial and operational audits conducted by external auditors 
are not sufficient to determine whether the company discloses 
all the information needed by investors. 

External auditors have to conduct the audit that evaluates 
the fairness of corporate governance and management policies 
within the company. This audit is known as Corporate 
Governance Audit (GCA) [23]. GCA enables the investors to 
have an assurance that company will disclose information 
regarding company prospect in the future and risks that come 
from management policies [9]. The auditor externals have to 
audit CGA scope, such as (1) fairness of the changes in 
accounting methods, (2) ownerships and their controls to 

management, (3) company structure in the industry, (4) 
business ethics held by the company, (5) management policies 
that have significant effect for company prospect in the future, 
(6) quality of financial statement, and (7) management policies
that may result in potential litigation problems [23].

The more comprehensive audit needs additional effort from 
auditor externals. The audits conducted by The Big Four are 
often recognized as the audit having high quality. Prior 
researches provide empirical evidence that the audits held by 
the Big Four positively and significantly affect the amount of 
enterprise risk management disclosed by management [45-47]. 

Based on the above arguments, the third hypothesis is 
developed as follows: 

H3: Audit quality has a positive association with IFRS 
disclosure 

D. Institutional Ownership and IFRS Disclosure

Institutional investors hold the important function to control
the company due to the proportion of stocks they have in the 
company. The institutional investors are able to force 
management to disclose relevant information [48]. Moreover, 
institutional investors are considered to have more 
understanding regarding agency cost that may occur in the 
investment process, so they often oversight whether 
management discloses information they need to make 
investment decision [49]. The higher the proportion of stock 
owned by institutional investors, the more oversight they held 
to reduce management opportunistic behavior [50]. 

Based on the above arguments, the fourth hypothesis is 
developed as follows: 

H4: Institutional ownership has a positive association with 
IFRS disclosure 

E. IFRS Disclosure and Stock Liquidation

Financial statement is considered to be a source of
information needed by investors to determine company 
performance. The IFRS disclosure prepared by management 
will be a reference for the investors to make investment 
decision. Therefore, the level of disclosure will have a positive 
impact on the volume of stocks traded or stock liquidity [51]. 
Previous studies provide empirical evidence that the disclosure 
of mandatory and voluntary items positively and significantly 
affects stock liquidity [52, 53]. The disclosure conducted by 
management is capable to increase stock liquidity because the 
information asymmetry between informed and uninformed 
investors will reduce [54]. The investors will receive the same 
amount of information, so the stock liquidity will increase [30]. 

Stock liquidity indicates how easily and quickly a stock can 
be sold close to its fair value [55]. The stock liquidity is usually 
measured using the level of stock turnover [3]. The positive 
impact of disclosure is the increase level of transparency so this 
will reduce the information asymmetry between managers and 
investors and also among investors [29]. Since information 
asymmetry reduces, the stock demanded by investor increase 
and finally the stock turnover also increase. A prior research 
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provides empirical evidence that the level of disclosure has a 
positive impact on stock turnover [56]. 

Based on the above arguments, the fifth hypothesis is 
developed as follows: 

H5: IFRS disclosure has a positive association with stock 
liquidity 

III. RESEARCH METHOD 

A. Research Variables 

Table 1 shows the variables used in this research and the 
measurement. Foreign ownership, largest stockholders, 
company value and leverage were used in this research to 
control the impact of IFRS disclosure on stock liquidity. The 
hypotheses developed for control variables are foreign 
ownership, largest stockholders, company value and leverage 
individually have a positive association with stock liquidity. 
The IFRS Disclosure used in this research refers to the 73 
items disclosed in previous research [57].  

TABLE I.  RESEARCH VARIABLES 

Variable Measurement 

Audit Committee 
The number of formal audit committee meeting in a 

year [34] 

Board of 

Commis-sioners 
The proportion of independence commissioners [42] 

Audit Quality 

Dummy variable 

1: the company is audited by the Big Four 

0: the company is not audited by the Big Four 

[45] 

Institutional 

Ownership 

The proportion of stocks held by institutional 

investors [50] 

IFRS Disclosure Denominator adjusted disclosures indices [57] 

Stock liquidity Stock Turnover [3] 

Foreign 

Ownership 

The proportion of stocks owned by foreign investors 

[3] 

Largest 

stockholders 

The percentage holding of a company’s largest 

stockholder [3] 

Company Value 
Natural logarithm of company’s market value at the 

end of the year [3] 

Leverage Total Equity / Total Liability [3] 

 

B. Population and Sample 

The population used in this research was companies in the 
mining industry. The mining industry listed in Indonesia Stock 
Exchange includes coal mining companies, rock mining 
companies, metal and mineral mining companies, and oil and 
gas companies. Mining industry, specifically oil and gas sector, 
is the industry that provides significant contribution to global 
economy. In addition, the drop of crude oil price may impact 
the transparency and integrity of their financial statement [16].  
Those were the reasons why mining companies used as 
population in this research. Among 41 mining companies listed 
in the Indonesia Stock Exchange during 2014-2017, 13 
companies fulfilled the criteria to be chosen as research 
sample.  

C. Data Analysis 

Multiple regressions analysis was used to test the 
hypotheses of this research. There were two multiple 
regressions that were set. Equation (1) used to test hypothesis 1 
to hypothesis 4 regarding the factors having association with 
IFRS disclosure. The predicted values of IFRS disclosure that 
were determined from (1) will be used as the determinant of 
stock turnover (liquidity) in (2). 

Disc = α + β1 AudComm + β2 BoardComms + β3 InstOwn + β4 AudQual (1) 

while: 
Disc  :  IFRS disclosure 
AudComm :  Audit committee  
BoardComms :  Board of commissioners 
InstOwn  :  Institutional Ownership 
AudQual :  Audit quality 
 

Turnover = α + β1 PredDisc + β2 Forrown + β3 Big + β4 CompVal + β5 Lev   
(2) 

while: 
Turnover :  Stock liquidity 
PredDisc :  Prediction value of IFRS disclosure 
Forrown  :  Foreign Ownership 
ComVal  :  Company value 
Lev  :  Leverage 
 

The t-test was used to test whether the hypothesis was 
accepted or rejected. The hypothesis is accepted if the value of 
significance is less than the values of alpha 0.05 [58]. 

IV. RESULTS 

A. Descriptive Statistics 

Table 2 provides information regarding the result of 
descriptive for each variable. It can be seen from Table 2 that 
the mean of IFRS disclosure is 86%. This means that the 
average mining companies did not meet the criteria 100% IFRS 
disclosure asked by Bapepam-Lk. In addition, table 2 gives 
information that there were many companies whose audit 
committee has never held any formal meetings. Table 2 also 
shows that there were many companies having no independent 
commissioners. This indicates that corporate governance 
mechanism in the mining company need to be improved.  

TABLE II.  THE RESULT OF DESCRIPTIVE FOR EACH VARIABLE 

Variable N Min Max Mean 
Dev. 

Std 

IFRS disclosure 52 0.790 0.960 0.860 0.044 

Audit Committee 52 0.000 19.000 7.365 3.619 

Board of Commissioners 52 0.000 0.667 0.392 0.126 

Institutional Ownership 52 0.000 0.714 0.211 0.267 

Audit quality 52 0.000 1.000 0.519 0.504 

Stock Liquidity 52 0.000 0.006 0.002 0.002 

 

B. Assumption Tests 

The assumption tests were conducted to both multiple 
regression equations. The tests include normality, 
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heterocedasticity, linearity, autocorrelation, multicollinearity 
tests.  

The first test is normality test. The test was conducted using 
Kolmogorov-Smirnov Test. It can be seen from table 3 that the 
normality assumption for the two regression models were met 
since each significance value is higher than 0.05. 

TABLE III.  NORMALITY TEST 

Unstandardized Residual Asymp. Sig (2-tailed) 

The 1st multiple regression model 0.258 

The 2nd multiple regression model 0.386 

 

The second test is heterocedasticity test. The test was 
conducted using Scatterplot. Figure 1 and 2 provide 
information that there were no heterocedasticity for the 1st 
multiple regression model as well as the 2nd multiple 
regression model. 

 

Fig. 1. Scatterplot for the 1st multiple reggression model. 

 

Fig. 2. Scatterplot for the 2st multiple reggression model. 

The third test is linearity test. Table 4 informs that the 
relationship between independent and dependent variables for 
both the 1st and the 2nd multiple regression models are linear. 
The linearity is met if the value of linearity is less than 0.05 or 
the value of linearity deviation is higher than 0.05 

The fourth test is autocorrelation test that was conducted 
using Durbin-Watson test. Table 5 informs that there was no 

autocorrelation for 1st multiple regression model as well as 2nd 
multiple regression model since the Durbin-Watson value for 
each model is less than 2. 

TABLE IV.  LINEARITY TEST 

Variable Relation Result 

Audit committee – IFRS disclosure Linearity Dev. = 0.120 

Board of commissioners – IFRS disclosure Linearity Dev. = 0.406 

Institutional ownership  – IFRS disclosure Linearity Dev. = 0.348 

Audit quality – IFRS disclosure Linearity Dev. = 0.380 

Predicted IFRS disclosure – stock liquidity Linearity = 0.000 

Foreign ownership – stock liquidity Linearity = 0.004 

Largest stockholder – stock liquidity Linearity = 0.009 

Company value – stock liquidity Linearity = 0.025 

Leverage – stock liquidity Linearity = 0.000 

TABLE V.  AUTOCORRELATION TEST 

Multiple Regression Model Durbin-Watson Value 

The 1st multiple regression model 1.089 

The 2nd multiple regression model 1.130 

 
The last test is multicollinearity test. Table 6 shows that 

there were no mulicollinearity between independent variables 
because the tolerance value is higher than 0.10 and the VIF 
value is less than 10.  

TABLE VI.  MULTICOLLINEARITY TEST 

Variable VIF Tolerance 

Audit committee 1.188 0.842 

Board of commissioners 1.052 0.951 

Institutional ownership 1.216 0.823 

Audit quality 1.080 0.926 

Predicted IFRS disclosure 1.360 0.735 

Foreign ownership 1.190 0.840 

Largest stockholder 1.321 0.757 

Company value 1.435 0.697 

Leverage 1.195 0.837 

 

C. Multiple Regression Analysis 

The 1st multiple regression model was used to test whether 
audit committee, board of commisioners, institutional 
ownership, and audit quality individually have a positive 
association with IFRS disclosure.  

TABLE VII.  RESULT OF 1ST
 MULTIPLE REGRESSION 

Variable Coeff. Beta Sig. Explanation 

Constant 0.885    

Audit committee 0.004 0.323 0.034 Significant 

Board of commissioners 0.029 0.081 0.562 Not Significant 

Institutional ownership 0.004 0.026 0.862 Not Significant 

Audit quality -0.001 -0.014 0.332 Not Significant 

α 0.05    

R 0.362    

R2 0.131    

 
Table 7 presents the result of data processing for the 1st 

regression model. The model that can be set is as follow: 

Disc = 0.885 + 0.004 AuditComm + 0.029 BoardComms + 0.004 InstOwn 

 – 0.001AudQual 

Advances in Economics, Business and Management Research, volume 120

275



 

Table 7 reveals that the coefficient of audit committee 
variable is 0.004 indicating that there is a positive relationship 
between audit committee and IFRS disclosure. In addition, beta 
value for the audit committee variable is 0.323 indicating that 
32.3% variation in companies’ IFRS disclosure is explained by 
the variation in the companies’ audit committee. The effect is 
significant since its significance value is 0.034 < 0.05. 
Therefore, H1 is accepted indicating a positive and significant 
association between audit committee and IFRS disclosure. The 
more frequent the formal meetings are held by 

the audit committee, the higher level of IFRS information 
will be disclosed.  The result is consistent with a prior study 
which finds a positive and significant association between audit 
committee and IFRS disclosure [39]. 

Table 7 informs that the coefficient of board of 
commissioners variable is 0.029 indicating that there is a 
positive relationship between board of commisioners and IFRS 
disclosure. In addition, beta value for the board of 
commisioners variable is 0.081 indicating that 8.1% variation 
in companies’ IFRS disclosure is explained by the variation in 
the companies’ board of commisioners. However, the effect is 
not significant since its significance value is 0.562 > 0.05. 
Therefore, H2 is not accepted indicating there is no association 
between board of commisioners and IFRS disclosure. Even 
tough the result does not support the hypothesis developed in 
this research, the result is consistent with previous studies. The 
previous studies have a result that there the association between 
independent board of commissioners and the level of disclosure 
is not significant [20,59].  The existence of independent of 
board commisiners just to fulfill the regulation set by 
government.  Their role is not really significant to oversight 
directors in preparing financial performance. This have often 
occurred for the companies whose number of independent 
commisioners is less than the number of insider commissioner.   

Table 7 presents that the coefficient of institusional 
ownership variable is 0.004 indicating that there is a positive 
relationship between institutional ownership and IFRS 
disclosure. In addition, beta value for the institutional 
ownership variable is 0.026 indicating that 2.6% variation in 
companies’ IFRS disclosure is explained by the variation in the 
companies’ institutional ownership. However, the effect is not 
significant since its significance value is 0.862 > 0.05. 
Therefore, H3 is not accepted indicating there is no association 
between institutional ownership and IFRS disclosure. Even 
tough the result does not support the hypothesis developed in 
this research, the result is consistent with a prior study. Prior 
research finds insignificant association between institutional 
ownership and the level of disclosure [59].  According to the 
accountability perspective, the institutional investors have the 
same position and the same right to have complete information 
as other stakeholders [59]. 

Table 7 presents that the coefficient of audit quality 
variable is -0.001 indicating that there is a negative relationship 
between audit quality and IFRS disclosure. In addition, beta 
value for the institutional ownership variable is -0.014 
indicating that 1.4% variation in companies’ IFRS disclosure is 
explained by the variation in the companies’ audit quality. 

However, the effect is not significant since its significance 
value is 0.332 > 0.05. Therefore, H4 is not accepted indicating 
there is no association between audit quality and IFRS 
disclosure. Even tough the result does not support the 
hypothesis developed in this research, the result is consistent 
with a number of studies [20,59]. The information needed by 
the investor consists of financial as well as non financial 
information. The auditors were expected to provide assurance 
whether companies provided that information. This can be 
done by running CGA audit. The scope of CGA audit is 
broaden than financial and operational audit, so it would be 
more comprehensive and costlier to be conducted by 
accounting firm even the accounting firm is affiliated with the 
Big Four.  

The 2nd multiple regression model was used to test whether 
predicted value of IFRS disclosure and other control variables 
individually have a positive association with stock liquidity. 

TABLE VIII.  RESULT OF 2ST
 MULTIPLE REGRESSION 

Variable Coeff. Beta Sig. Explanation 

Constant -0.034    

Predicted IFRS 

disclosure 
0.032 0.332 0.032 Significant 

Foreign ownership -0.002 -0.244 0.089 Not Significant 

Largest stockholder -0.001 -0.130 0.387 Not Significant 

Company value 0.000 0.251 0.112 Not Significant 

Leverage 0.000 -0.167 0.243 Not Significant 

α 0.05    

R 0.484    

R2 0.234    

 
Table 8 presents the result of data processing for the 2nd 

regression model. The model that can be set is as follow: 

Turnover = -0.034 + 0.032 PredDisc –0.002 Forrown – 0.001 Big + 

0.0 CompVal + 0.000 Lev 

 

Table 8 reveals that the coefficient of predicted IFRS 
disclosure variable is 0.032 indicating that there is a positive 
relationship between predicted IFRS disclosure and stock 
liquidity. In addition, beta value for the predicted IFRS 
disclosure variable is 0.332 indicating that 33.2% variation in 
companies’ stock liquidity is explained by the variation in the 
companies’ predicted IFRS disclosure. The effect is significant 
since its significance value is 0.032 < 0.05. Therefore, H5 is 
accepted indicating a positive and significant association 
between predicted IFRS disclosure and stock liquidity. The 
more IFRS information disclosed by management, the more 
liquid the stocks of the company.  The result is consistent with 
a prior research finding a positive and significant association 
between audit committee and IFRS disclosure [3]. While 
predicted IFRS positively and significantly affect stock 
liquidity, other control variables do not have any impact on 
stock liquidity since each significance is higher than 0.05. 

V. CONCLUSION 

Based on the research results, it can be concluded that the 
audit company measured by a number of formal meetings held 
by audit committee in a year have a positive and significant 
association with IFRS disclosure. In addition, the predicted 
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IFRS disclosure has a positive and significant association with 
stock liquidity measured by stock turnover. The results imply 
that audit committee is necessary to hold regular formal 
meetings. There will be some discussions among the members 
to oversight the number of disclosure provided by 
management. The meetings can also be held with internal 
auditors to get more information regarding the process of 
preparing financial statement. By doing this, the level of 
disclosure increases and has significant impact on the demand 
of company stock.  

There were some limitations identified in this research. The 
first limitation is that the number of sample used in this 
research was 13 companies. There is a possibility that the 
results do not reflect the real condition in mining companies. It 
is advisable to increase the number of sample and to lengthen 
the research period. Another limitation relates to the 
subjectivity involved in the determining whether an item is 
disclosed or not. Therefore, it is necessary to discuss with 
professional to limit subjectivity.   

 

REFERENCES 

[1] W.D. Utami, D. Suhardjanto, and S. Hartoko, “Investigasi dalam 
konvergensi IFRS di Indonesia: tingkat kepatuhan pengungkapan wajib 
dan kaitannya dengan mekanisme corporate governance”, Simposium 
Nasional Akuntansi XV, pp. 1-28, 2012. 

[2] T.E. Cooke, “Disclosure in the corporate annual report of Swedish 
companies”, Accounting and Business Research, vol. 19, no. 74, pp. 
113-124, 1989.  

[3] F. Bova and R. Pereira, “The determinants and consequences of 
heterogeneous IFRS compliance levels following mandatory IFRS 
adoption: evidence from a developing country”, Journal of International 
Accounting Research, vol. 11, no. 1, pp. 83-111, 2012. 

[4] A.D. Cahyati, “Peluang manajemen laba pasca konvergensi IFRS: 
sebuah tinjauan teoritis dan empiris”, Jurnal Riset Akuntansi dan 
Komputerisasi Akuntanso, vol. 2, no. 1, pp. 1-7, 2011. 

[5] A.G. Clemente and B.N. Labat, “Corporate governance mechanism and 
voluntary disclosure, the role of independent directors in the boards of 
listed spanish firms”, unpublished. 

[6] L.L. Eng and Y.T. Mak, “Corporate governance and voluntary 
disclosure”, Journal of Accounting and Public Policy, vol 22, pp. 325-
345, 2003. 

[7] M. Ettredge, K. Johnstone, M. Stone, and Q. Wang, “The effects of firm 
size, corporate governance quality, and bad news on disclosure 
compliance”, Review of Accounting Studies, vol. 16, no. 4, pp. 866-889, 
2011. 

[8] P. Kent and J. Stewart, “Corporate governance and disclosures on the 
transition to international financial reporting standards”, Accounting & 
Finance, vol. 48, no. 4, pp. 649-671, 2008. 

[9] A. Dahlan, “Disclosure dan corporate governance: suatu tinjauan 
teoritis”, TEMA, vol IV, no. 1, pp. 48-62, 2003. 

[10] A. Keinath and J. Walo, “Audit committee responsibilities disclosed 
since Sarbanes-Oxley”, The CPA Journal, vol. 78, no. 6, pp. 32-37, 
2008. 

[11] J.W. Lin, J.F. Li, and J.S. Yang, “The effect of audit committee 
performance of earnings quality”, Managerial Auditing Journal, vol. 21, 
no. 9, pp. 921-933, 2006. 

[12] L.J. Abbot, S. Parker, and G.F. Peters, “Audit committee characteristics 
and restatement”, Auditing: A Journal of Practice & Theory, vol. 23, pp. 
69-87, 2004.  

[13] S. Owusu-Ansah and J. Yeoh, “The effect of legislation on corporate 
disclosure practices”, Abacus, vol. 41, no. 1, pp. 92-109, 2005. 

[14] M.R.B, Arcay and M.F.M, Vazquez, “Corporate characteristics, 
governance rules and the extent of voluntary disclosure in Spain”, 
Advances in Accounting, vol. 21, pp. 299-331, 2005. 

[15] D. Barako, P. Hancock, and H. Izan, “Factors influencing voluntary 
corporate disclosure by Kenyan companies”, Corporate Governance: An 
International Review, vol. 14, no.2, pp. 107-125, 2006.  

[16] F.S. Alanezi and S.S. Albuloushi, “Does the existence of voluntary audit 
committees really affect IFRS-required disclosure? The Kuwait 
evidence”, International Journal of Disclosure and Governance, vol. 8, 
no. 2, pp. 148-173, 2010. 

[17] D.A. Mc. Mullen and Raghunandan, “Audit committee performance: an 
investigation of the consequences associated with audit committee”, 
Auditing: A Journal of Practice & Theory, vol. 15, no. 1, pp. 87-103, 
1996. 

[18] M.M. Cornett, J.J. McNutt, and H. Tehranlan, “Corporate governance 
and earnings managements at large US bank holding companies”, 
Journal of Corporate Finance, vol. 15, no. 4, pp. 412-430, 2009. 

[19] A.S Kelton and Y.W. Yang, “The impact of corporate governance on 
internet financial reporting”, Journal of Accounting and Public Policy, 
vol. 27, no. 1, pp. 62-87, 2008. 

[20] D. Nurkhayati and A.N. Probohudono, “Pengaruh corporate governance 
terhadap voluntary disclosure (studi pada perusahaan BUMN di 
Indonesia)”, Simposium Nasional Akuntansi XVI, 2013. 

[21] K. Apostolou and K.A. Nanopoulos, “Voluntary accounting disclosure 
and corporate governance: evidence from Greek listed firms”, 
International Journal of Accounting and Finance, vol. 1, no. 4, pp. 395-
414, 2009. 

[22] M. Ettredge, K. Johnstone, M. Stone, and Q. Wang, “The effects of firm 
size, corporate governance quality, and bad news on disclosure 
compliance”, Review of Accounting Studies, vol. 16, no. 4, pp. 866-889, 
2011. 

[23] Sunarsip, “Corporate governance audit: paradigma baru profesi akuntan 
dalam mewujudkan good corporate governance”, Media Akuntansi, vol. 
17, pp. 3-7, 2001. 

[24] B.G. Inchausti, “The influence of company characteristics and 
accounting regulations on information disclosed by Spanish firms”, The 
European Accounting Review, vol. 1, no. 1, pp. 45-68, 1997. 

[25] J. Patton and I. Zelenka, “An empirical analysis of the determinants of 
the extent of disclosure in annual reports of joint stock companies in the 
Czech Republic”, European Accounting Review, vol. 6, no. 4, pp. 605-
626, 1997. 

[26] K. Naser, “Comprehensiveness of disclosure of non-financial companies 
listed on the Amman financial market”, International Journal of 
Commerce and Management, vol. 8, no. 1, pp. 88-119, 1998. 

[27] M. Glaum and D.L. Street, “Compliance with the disclosure 
requirements of Germany’s new market: IAS versus US GAAP”, 
Journal of International Financial Management and Accounting, vol. 14, 
no. 1, pp. 64-100, 2003. 

[28] S. Owusu-Ansah, “The impact of corporate attributes on the extent of 
mandatory disclosure and reporting by listing companies in Zimbabwe”, 
International Journal of Accounting, vol. 33, no. 5, pp. 605-631, 1998. 

[29] D. Easlay and M. O’hara, “Information and the cost of capital”, Journal 
of Finance”, vol. 59, pp. 1553-1583, 2004. 

[30] O. Kim and R.E. Verrechia, “Market liquidity and volume around 
around earnings announcement”, Journal of Accounting and Economics, 
vol. 17, pp. 41-67, 1994. 

[31] D. Diamond and R.E. Verrechia, “Disclosure, liquidity, and the cost of 
capital”, Journal of Finance, vol. september, pp. 1325-1359, 1991. 

[32] S.A. Owolabi and S.O Dada, “Audit committee: an instrument of 
effective corporate governance”, European Journal of Economics, 
Finance, and Administrative Sciences, vol. 35, no. 35, pp. 174-183, 
2011. 

[33] A.J. Felo, S. Krishnamurthy, and S.A. Solieri, “Audit committee 
characteristics and the perceived quality of financial reporting: an 
empirical analysis”, unpublished. 

[34] E.S. Osarumwense and A.K. Aderemi, “The impact of financial literacy 
an frequency of meetings of members of audit committee on financial 

Advances in Economics, Business and Management Research, volume 120

277



reporting quality in Nigerian Quoted Companies”, Journal of 
Accounting, Finance, and Auditing Studies, vol. 2, no. 2, pp. 1-22, 2016. 

[35] I. Karamanou and N. Vafeas, “The association between corporate 
boards, audit committees, and management earning forecasts: an 
empirical analysis”, Journal of Accounting Research, vol. 43, no. 3, pp. 
453-486, 2005. 

[36] A. Levitt, “The number game”, unpublished. 

[37] J. Yang, and J. Krishnan, “Audit committees and quartely earning 
management”, International Journal of Auditing, vol. 9, pp. 201-219, 
2005. 

[38] I. Laksmana, “Corporate board governance voluntary disclosure of 
executive compensation practices”, Contemporary Accounting Research, 
vol 25, no. 4, pp. 1147-1182, 2008. 

[39] M. O’sullivan, M. Percy, and J. Stewart, “Australian evidence on 
corporate governance attributes and their association with forward-
looking information in the annual report”, Journal of Management and 
Governance, vol. 12, no. 1, pp. 5-35, 2008. 

[40] T. Achmad, “Dewan komisaris dan transparansi: teori keagenan atau 
teori stewardship?”, Jurnal Keuangan dan Perbankan, vol. 16, no. 1, pp. 
1-12, 2012 

[41] W. Beekes and P. Brown, “Do better-governed Australian firms make 
more informative disclosures?” Journal of Business, Finance and 
Accounting, vol. 33, no. 3, pp. 422-450, 2006. 

[42] L. Patelly and A. Prencipe, “The relationship between voluntary 
disclosure and independent directors in the presence of a dominant 
shareholder”, European Accounting Review, vol. 16, no. 1, pp. 5-33, 
2007. 

[43] Y. Ratnasari and A. Prastiwi, Pengaruh Corporate Governance terhadap 
Luas Pengungkapan Social Responsibility di Dalam Sustanaibility 
Report. Bandung: Universitas Diponegoro, 2010. 

[44] L. Santioso and E. Chandra, “Pengaruh profitabilitas, ukuran 
perusahaan, leverage, umur perusahaan, dan dewan komisaris 
independen dalam pengungkapan corporate social responsibility”, Jurnal 
Bisnis dan Akuntansi, vol. 14, no. 1, pp. 17-30, 2012. 

[45] K.A. Desender and E. Lafuente, “The influence of board composition, 
audit fees, and ownership concentration on enterprise risk management”, 
unpublished.  

[46] N.W. Rustiarini, “Corporate governance, konsentrasi kepemilikan, dan 
pengungkapan enterprise risk management”, Jurnal Manajemen, 
Keuangan, dan Akuntabilitas, vol. 11, no. 2, pp. 279-298, 2012. 

[47] B.D. Handayani and H. Yanto, “Determinan pengungkapan enterprise 
risk management”, Jurnal Keuangan dan Perbankan, vol. 17, no. 3, pp. 
333-342, 2013. 

[48] M.K.M. Nabor and K.A. Suardana, “Pengaruh struktur kepemilikan dan 
proprietary cost terhadap pengungkapan sukarela”, E-Jurnal Akuntansi 
Universitas Udayana, vol. 6, no. 1, pp. 126-138, 2014. 

[49] A.D. Krisna and N. Suhardianto, “Faktor-faktor yang mempengaruhi 
pengungkapan tanggung jawab sosial”, Jurnal Akuntansi dan Keuangan, 
vol. 18, no. 2, pp. 119-128, 2016. 

[50] N. Machmud and C.D. Djakman, “Pengaruh struktur kepemilikan 
terhadap luas pengungkapan tanggung jawab sosial pada laporan 
tahunan perusahaan: studi empiris pada perusahaan publik yang tercatat 
di Bursa Efek Indonesia”, Simposium Nasional Akuntansi XI, 2008. 

[51] D. Junaedi, “Dampak tingkat pengungkapan informasi perusahaan 
terhadap volume perdagangan dan retur saham: penelitian empiris 
terhadap perusahaan-perusahaan yang tercatat di Bursa Efek Jakarta”, 
Jurnal Akuntansi dan Keuangan Indonesia, vol. 2, no. 2, pp.1-28, 2005. 

[52] P.T. Komalasari, “Asimetri informasi dan cost of equity capital”, 
Prosiding Simposium Nasional III, pp. 907-929, 2000. 

[53] J. Sitanggang, “Faktor-faktor penentu tingkat pengungkapan sukarela 
serta pengaruh pengungkapan sukarela terhadap likuiditas dan volatilitas 
saham”, unpublished. 

[54] P.M. Healy and K.G. Palepu, “Stock performance and intermediation 
change surrounding sustained increases in disclosure”, Contemporary 
Accounting Research, vol. fall, pp. 485-520, 2001. 

[55] E. Rusliati and E.N. Farida, “Pemecahan saham terhadap likuiditas dan 
return saham”, Jurnal Bisnis dan Akuntansi, vol. 12, no. 3, pp. 161-174, 
2010. 

[56] C. Leuz and R.E. Verrecchia, “The economic consequences of increased 
disclosure”, Journal of Accounting Research, vol. 38, pp. 91-124, 2000. 

[57] K. Aljifri, “Annual report disclosure in a developing country: the case of 
the UAE”, Advances in Accounting, Incorporating Advances in 
International Accounting, vol. 24, pp. 93-100, 2008. 

[58] D. Sunyoto, Riset Bisnis dengan Analisis Jalur SPSS. Yogyakarta: Gaya 
Media, 2011. 

[59] Ch. Rusiti and Y.A. Kurniawan, “Faktor-faktor yang mempengaruhi luas 
pengungkapan sukarela pada laporan tahunan perusahaan di Bursa Efek 
Indonesia”, Simposium Nasional Akuntansi XVI, 2013. 

 

 

Advances in Economics, Business and Management Research, volume 120

278


