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ABSTRACT

Background

Financial report of manufacturing companies listed on the Indonesia Stock Exchange
experiences audit delay constraints in financial reporting schemes. Even though
manufacturing companies are the drivers of economic growth.

Objective

This study aimed to study the gender influence of the Chief Executive Officer (CEO), the
financial expertise of the Chief Executive Officer (CEO), the gender audit committee, and the
financial expertise of the audit committee on audit delay.

Methods

This quantitative study was conducted on 319 manufacturing companies listed on the
Indonesia Stock Exchange in 2013-2015 with criteria, not in the following year delisting and
having complete financial statements as of December 31. Secondary data obtained through
the Indonesia Stock Exchange website were analyzed by multiple linear regression tests.

Results

Gender Chief Executive Officer (CEO), gender audit committee, and financial expertise of
the audit committee are significant to audit delay (p <0.05) while CEO financial expertise
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was not significant (p>0.05). The three factors negatively affect audit delay with the
Determination Coefficient of 12.2%.

Conclusion

This study found that Gender Chief Executive Officer (CEQO), gender audit committee, and
financial expertise of the audit committee affect audit delay on a small scale. Policies related
to gender and financial expertise are needed to prevent audit delay.

INTRODUCTION

Manufacturing companies are assets of Indonesia’s economic growth to
support Gross Domestic Product (GDP).! This situation requires
manufacturing companies in quality management companies, including money
management. Manufacturing companies have financial statement audit
obligations through external audits but the audit delay rate is still high.2
Companies are required to follow established standards, there are understood,
relevant, reliable, and can be compared.® This standard causes the length of the
audit process of financial reports. The company will be careful in submitting
financial reports so that it has an impact on capital market decision making
and earnings quality.*

The factors that influence audit delay are indeed varied in each study. Based
on previous research it was found that the factors that determine audit delay
are the individual characteristics of the Chief Executive Officer (CEO) and the
audit committee, related to gender and financial experts. Differences in
individual characteristics, especially gender, influence the way a person makes
decisions with their strengths and weaknesses.®> Another thing shows that the
CEO and audit committee can be categorized as financial experts therefore
they are judged to determine the quality of financial statements.®

Women tend to have good internal control and are more sensitive to investor
pressure and the capital market so they can reduce the level of audit delays.®
Companies with female CEOs are associated with higher audit costs.” CEOs
with financial experts negatively affected the audit delay.® The CEO's
financial skills help convince the external auditor in the annual audit
negotiation process so that the audit process will be shorter.” The women's
gender audit committee can make the audit committee more diligent to do
committee meetings therefore the quality of the report is better.® Financial
experts will certainly be very helpful for the audit committee to communicate
with external auditors.®

Manufacturing companies have complex processes in financial reporting
schemes because processing raw materials into finished goods. The findings of
this study will mediate the delay of audits to enable the emergence of policies
related to gender and financial experts. This study aims to examine the gender
influence of the CEO, the CEO financial experts, gender audit committee, and
audit committee financial experts that affect audit delay.

METHOD

This research is quantitative research on audited financial report data and
annual reports of manufacturing companies listed on the Indonesia Stock
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Exchange in 2013-2015. The number of manufacturing companies listed on
the Indonesia Stock Exchange in that period was 139, 142, and 145 companies
with a total of 426 companies. The audit delay in this study is the period
between the closing date of the financial statement book (as of December 31)
and the date of the audit report signed by an independent auditor. 319
companies meet the criteria, covering a manufacturing company that has
criteria as a manufacturing company listed on the Indonesia Stock Exchange
in that period, a manufacturing company that was not written off from the IDX
in the following years, and having complete financial statements as of
December 31. Company size as a control variable. Data were analyzed using
the Statistical Program for Social Sciences (SPSS) version 20 with multiple
linear regression analysis techniques. Hypothesis testing uses the F test and T-
test with significance (o) 5%. How far these determinants influence audit
delay is studied by the coefficient of determination (R2).

RESULTS

The average audit delay for manufacturing companies listed on the Indonesia
Stock Exchange is 80.77 days. Audit delay length has a minimum range of 50
days (pharmaceutical and plastic products manufacture company) in 2013 and
a maximum range of 130 days ( animal feed company) in 2015. Table 1
presents the audit delay, company size, gender of the audit committee, and
financial experts of the audit committee.

Table 1. Audit delay, company size, gender, audit committee, and financial
experts of the audit committee

Variable Minimum | Maximum | Average | Standard
Deviation

Audit Delay 50 130 80,77 9,675

Gender of Committee audit | 0,00 1,00 0,1733 | 0,2425

Financial Experts Commite | 0,25 1,00 0,7879 | 0,21500

audit

Firm size 24,53 32,20 28,2065 | 1,52645

Almost all the gender of CEOs were male (93.4%). There are companies that
all audit committee members are male and there are also companies with all
members are female. 49.8% had CEOs with financial experts while the
remaining 50.2% had CEOs from non-financial experts. All members of the
company's audit committee are financial experts. Table 2 presents the CEO's
gender and financial experts.

Table 2. Gender and Financial Experts of CEO

Variable Category Count Percentage (%)
Gender Man 298 93,4

Woman 21 6,6
Financial Experts | Financial Experts 160 50,2

Not Financial Experts | 159 48,9
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Test results before the regression technique showed data were normally
distributed, had no symptoms of multicollinearity, no heteroscedasticity, and
no autocorrelation. The multiple linear regression equation with the following
formula:

DELAY = 112,882 - 4,991 GCEO + 1,541 FECEO - 5,087 GKA - 14,438
FEKA -0.719 SIZE + e

Based on multiple linear regression formulas, several explanations can be
drawn. If all the independent variables are 0 (zero), the magnitude of the audit
delay will be reduced by 112,882 seen from the value of B0. If the company
has a CEO of the female gender, then the company's audit delay will be
shorter (B1 = -4,991). If the company has a CEO who does not have financial
experts, then the company's audit delay will be longer (B2 = 1.541). If the
gender audit committee increases by one point, the audit delay will decrease
(B3 = 5.087). If the audit committee's financial experts increase by one point,
the audit delay will decrease (B4 = 14,438). If the size of the company has
increased by one point, the audit delay will decrease (5=0.719).

The results of the t-test show that the CEO Gender influence on Audit Delay
harms the audit delay of -2.4428 with a p-value of 0.016. The CEO of
Financial Experts does not have an effect on Audit Delay of 1.492 with a
significance value of 0.137. The gender audit committee gives a negative
effect on the audit delay of -2,329 with a p-value of 0.021. The financial
experts of the audit committee give a negative effect on the audit delay of -
6,013 with a p-value of 0,000. The coefficient of determination is 0.122,
which means that the influence of the gender of the CEO and audit committee,
and financial experts of the audit committee together causes a change in the
audit delay of 12.2%.

DISCUSSION

Based on the results of the hypothesis test, it can be seen that the gender of the
CEO and audit committee negatively affected audit delay. Female CEOs
influence audit delay because a woman has a risk-averse nature or tends to
avoid risk and a woman is not overconfident in decision making when
compared to men. A risk-averse CEO has a great possibility of building good
internal controls and that can make the audit process shorter so that it can
reduce the level of audit delay. Female CEOs are also more sensitive to the
pressures gained from investors and the capital market for reliable and timely
reporting. Also, the social pressure received by women is higher, so women
will tend to try harder to get the best results to maintain a reputation.
Therefore, female CEOs will try to avoid very long audit delays because very
long audit delays will reduce the timeliness of audited financial statements and
can also signal that there are internal control problems and other financial
reporting problems.*°

Companies with audit committees that have female members will have more
intensity of monitoring compared to men because they want to minimize the
risk of delays in the publication of audited financial statements.® Female audit
committees can make the audit committee more diligent as indicated by the
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increasing frequency of audit committee meetings. The higher level of
intensity of monitoring and frequency of meetings can improve the quality of
financial statements.® Accuracy and neatness in carrying out tasks will greatly
help improve the performance of the audit committee in reviewing the
company's financial statements to minimize the possibility of misstatements
and improve the quality of financial statements. The quality of good financial
statements will greatly help speed up the audit settlement process by an
independent auditor so that the company can immediately publish audited
financial statements.

The role of women in quality report management is indisputable despite
gender issues in company management related to gender equality. This
equality needs to be overcome by a more radical understanding of gender
equality among positive groups towards change, the professionalization of
gender equality work; a shift from organizational projects to working with
individuals, as well as a shift from organizational projects to influencing
organizations from other public arenas.** (Anna Wahl, 2007). The framework
that occurs sometimes takes into account social, organizational, group, and
individual variables to understand the impact of gender in top management
positions.'? Top management is often associated with differences in men and
women. Gender differences in aspirations towards top management do not
decrease over time.*®

CEO characteristics affect on-time audit reports but only a few characteristics
of the CEO are considered. In addition to the gender mentioned in this study,
the CEO's tenure and CEO with financial expertise are reported to be
associated with timely audit reports.® This finding confirms the role of female
monitoring and financial experts, noting the positive effects of them on
accounting conservatism and income quality in financial institutions, such as
banks.!* Other research turned out to have different results. The study failed
to find a relationship between the presence of women in the audit committee
and the disclosure of financial insightful information. However, this disclosure
of the information is related to the presence of female audit committee
members with financial expertise, especially accounting expertise.®

The financial expertise of the CEO does not affect audit delay. Companies that
have the CEO of a financial expert do not affect audit delay. That is because
the work of a CEO is very complex and requires expertise that is more than
just financial expertise. A CEO also requires managerial expertise to manage
people who have a direct role in making financial reports and the process of
auditing company financial statements. This makes the CEOQ's financial
expertise less effective in suppressing the audit delay rate. The results of this
study are contrary to the results of previous studies which concluded that
CEOs with financial expertise significantly influence audit delay.’®!” The
CEO with financial expertise can discipline other executives, such as the Chief
Financial Officer (CFO) and the controller not to commit fraud or
misreporting. This ability is related to the client's preparation time and short
audit test time because the client no longer needs to hide fraud or correct
errors, and the risk audit will be small because the internal control system is
good. Financial expertise helps the CEO to easily convince or be convinced by
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external auditors in the annual audit negotiation process so that the audit
process will be even shorter.” The audit committee plays a larger mediating
role and can use mediation techniques to a greater extent when members of the
committee have higher financial and industry expertise compared to
committee members with lower expertise.81°

Different aspects were found from the relationship between the financial
expertise of the audit committee to audit delay. Financial expertise harms audit
delay. This is because financial expertise in the audit committee can increase
the capacity of audit committee members to understand the technical problems
faced by the company. Increased technical capabilities of audit committee
members can reduce the amount of time required by the audit committee to
discuss, understand, and evaluate accounting policies with management and
auditors so that the audit process will be shorter. Securities and Exchange
Commission (SEC) requires auditors to communicate with audit committees
regarding accounting policies and practices used by clients.® The Audit
Committee's Formation and Work Guidelines regulations state that at least one
audit committee member who has expertise in accounting or finance is
required.> Competence (financial expertise) possessed by committee members
can make the functions and roles of the audit committee more effective and
facilitate the audit process of independent auditors so that audit reports can be
completed more quickly. The results of this study supported the results of
research which concluded that the level of financial expertise in the audit
committee has a negative influence on audit delay.®

CONCLUSION

This study proves that the gender of the CEO and audit committee and
financial experts of audit committee affect audit delay, while the financial
experts of the CEO do not affect audit delay. This factor affects the delay of
audits on a small scale. Policies related to gender and financial experts are
needed to prevent audit delays such as women's involvement and financial
experts. Recommendations for further research are the longer research periods
and diverse samples to explore reveal audit delays in other companies
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