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Abstract. As for the objective of this study was to know the partial influence of IFRS
convergence, proportion of independent commissioner, and size of the board of
commissioners to level of accounting conservatism.

The number of sample used in this research were 32 observation at Food and Beverages
companies listed on Indonesian Stock Exchange from 2012-2015. The sample of this
research was taken using purposive sampling. The method used in data analyzing was
multiple linear regression analysis. The result indicated that partially, IFRS convergence
influenced positively and significantly to the level of accounting conservatism with
significance level 0.015. Proportion of independent commissioner did not influence on
the level of accounting conservatism with significance level 0.438.

While size of commissioner board influenced negatively and significantly on the level of
accounting conservatism with significance level 0.049. The researcher suggested that (1)
management should consider exactly on the influencing factors on accounting
conservatism, (2) further researcher should improve the other factors influencing on the
level of accounting conservatism such as leverage, bonus plan, debt covenant, political
cost, etc. Keywords: IFRS convergence, proportion of independent commissioner, size of



the board of commissioner,level of accounting conservatism 1 INTRODUCTION One of
the principles in accounting is accounting conservatism.

Zeghal and Lahmar [1] stated that conservatism is useful for many decision makers.
Hartanto [2] defined conservatism as a principle in financial reportingintended to
recognizeand measure assets and profits that is carefully conducted due to uncertain
economic and business activities.This conservatism is implemented because of the
uncertain future economic circumstances. In this case, the level of accounting
conservatism applied by each company is varied.

Zhang [3] argued that IFRS adoption will reduces the problem about WMA-1 2018,
January 20-21, Indonesia Copyright © 2019 EAI DOI 10.4108/eai.20-1-2018.2282450
agency conflict between management and shareholder in information asimetry case.
Thus,[4] argued that the application of the conservatism principles also expects
companies not to mark up their business results so that creditors and investors as the
external parties using financial statements are not deceived by into the high figures of
the assets. In addition, the conservatism principle also aims to ensure that the financial
statements do not mislead the users in decision making.

Since IFRS was adopted by some countries in the world, make the topic about IFRS
become trending topic for researcher [1]. The fair value principle employed in IFRS use
more estimation to reasonably assess the assets. While, the estimation made by
managers often leads to the problems that has been the focus of accounting
conservatism so far. [5] said that with the IFRS will reduces the using of conservatism.
But André [6] reported that until now, conservatism or prudence still as a part otIB'and
AS's nceptl ar The implementation of conservative accounting in the financial
statements of companies is also influenced by the corporate governance mechanism.

For conducting corporate governance well, must be observed about the characteristic of
commissioner board. There are two characteristics of the board of commissioners
chosen in this study, namely: the proportion of independent commissioners and the size
of the board of commissioners. The characteristics of the board of commissioners
related to the proportion of independent commissionersshould be addressed to
promote independence in the supervision process of the company performance.

The independent commissioners enable a stricter supervision conducted by the board of
commissioners which in turn will tend to demand more conservative accounting to
habituate corporate mangers in order not to do a fraud in preparing accounting
information that cause users to be at a disadvantage. Furthermore, Watts (2003) in [7]
contended that the conservatism in accounting is beneficial to avoid the opportunistic



behavior of the managers related to the contracts that use financial statements as the
contract medium.

The size of the board must be observed by company. Because the number of members
of commissioner board related to cost and the way of supervision [8]. The bigger size of
the board of commissioners will lead to a more specific task for each member of the
board of commissioners as there will be a more specific committee in supervising the
company. A broader specialization indicates a more effective supervision so that the
accounting application demanded by the board of commissioners is more conservative.

Therefore, the number of members of the board of commissioners should be based on
the company needs for a more effective supervision [9]. 2 LITERATURE REVIEW 2.1
Conservatism Conservatism is a principle in financial reporting intended to recognize
and measure assets and profits that is carefully conducted to face the uncertainty in
future [10]. The conservatism concept states that in the uncertain circumstance, the
company manager will determine the accounting treatment or action based on the
circumstance, expectations of events, or the results considered less profitable.

The implication of this concepts in the accounting principle is that accounting
recognizes possible cost or loss but not immediately recognizes future income or profit
despite its high probability [11] Conservatism is an important characteristics of company
accounting system that can assist the board of commissioners to reduce the agency cost
and improve the quality of financial statements which in turn will improve the value of
the company and its stock price (Ahmed and Duellman, 2007 in [9]. Conservatism is the
most influencing principle on the accounting assessment. However, conservatism is also
a controversial concept. Some studies reported that conservative accounting is not
beneficial yet some others reported otherwise. 2.2

IFRS Convergence The convergence of IFRS (International Financial Reporting
Standards)is one of the agreement of Indonesian government as the member of G-20 in
Washington DC on 15th November 2008. The convergence to IFRS means standard
merging and integration, interpretation and framework in the preparation and
presentation of financial statements adopted from the current IFRS to be used and
directed to a single destination. There are various changes of financial statements in
IFRS, such as the change of accounting method to fair value from historical cost. IFRS
loads more principle than rule [6].

The concern of fair value that may eliminate the conservatism to obtain profit from
accounting assessment of the company based on the manager estimation is
unreasonable. The fair value principle used in IFRS mainly uses estimation to reasonably



assess the assets. However, the estimation created by the manager causing the issues
that has been the focus of conservatism recently. Zeghal and Lahmar [1] argued that the
absence of conservatism as one of the obstacles mentioned in the conceptual
framework of IFRS does not mean the conservatism principle is lost.

This is because the accountant has often used conservatism in accounting practice. This
raises doubts concerning the absence of the long-standing principle of conservatism in
Indonesia even though the IFRS principle has been established. Based on the opinions
above, so the hyphotesis is: H1: IFRS convergence has an influence on the level of
accounting conservatism 2.3 Proportion of Independent Commissioner In the corporate
governance mechanism, the board of commissioners play a crucial role in preventing
conflict related to agency.

The board of commissioners consists of the commissioncers from outside affiliated
party, known as the independent commissioners, and affiliated commissioners Usually,
the members of commissioners board are not affiliated with shareholders coro ardiro’s
mberatotrbod f mmissnera d the company itself in both business and family-like
relationship. The board of commissioners are not allowed to be involved in
management task nor representing the company for the transaction with the third party.
One of main function of the independent commissioners is to run a more independent
supervision function for the company management framework.

The existence of the independent commissioners can balance the strength of the
management party (especially CEO) in managing company through the supervision
function [9]. Independent commissioners are an important part of a company. Wardhani
[9] stated that the high the proportion of independent commissioners relative to the
total number of commissioners related to the high the level of accounting conservatism
(measured by the market size). The higher the proportion of independent
commissioners in a company will indicate a strong board of commissioners; the higher
the level of conservatism demanded due to a more qualified financial information.

When the proportion of independent commissioners is smaller, the supervision
conducted will be weaker leading to the company manager having the opportunity to
employ more aggressive and less conservative accounting principles [12]. Indriawati,
Ayu, and Sari [13] claimed that the proportion of independent commissioners has no
significant effect on the level of accounting conservatism. This is due to the lack of ideal
supervision from the board of independent commissioners as the tool of management
supervision.

In addition, the independent commissioners are only existing to fulfil formal



requirements or regulations instead of up holding a good corporate governance. Based
on the theories reviewed, the following hypothesis is proposed. H2: Proportion of
independent commissioners have an influence on accounting conservatism. 2.4 Size of
Commissioner Board The size of the board of commissioners is the exact number of the
members of the board in performing their duties. In Indonesia, good corporate
governance role has managed about justification of commissioner board member with
the company complexity with a great attention to achieve the effectiveness in decision
making.

Yunos, Ahmad, and Sulaiman [11] said that small or large of board size is related to
accounting conservatism at least influenced on accounting conservatism level. [14]
indicated that the companies with strong board of commissioners as corporate
governance mechanisms requires a higher level of conservatism compared to the
weaker one. While Indrayati [15] found that the size of the board of commissioners has
no significant impact on the level of accounting conservatism.

Ahmed and Duellman [12] stated that the size of the board of commissioners is related
to an audit committee who performs its tasks more specifically. The larger size of the
board of commissioners is associated with a more specific task for each member of the
board of commissioners as there are more specialized committees to supervise the
company. A wider specialization can also indicate a more effective supervision. So, to
achieve an effectiveness for company, very important observed about small or large size
of member.

The bigger the board of commissioners indicates a greater capacity of the board in
conducting supervision and the increasing use of the conservative accounting. Based on
the reviews, the following hypothesis is proposed. H3 : ize f mmisiosbod ainfncohe
veoaccoing nseris 3 METHOD The following are the variables used in this research 1.
Independent variables: a. IFRS Convergence It is measured using dummy scale. The
company that has implemented IFRS is scored 1 and the those that has not yet IFRS is
scored 0. b.The proportion of IndependentCommissioners (INDEP_COM) The following
formula is used to measured The proportion of IndependentCommissioners: c.

Tsocosnerbod UDK) Tmee icatby henu f hemesocosner’ arin company including both
independent and non-independent commissioners. The data related to independent
commissioners is obtained from both company annually report and the announcement
published by Indonesian Stock Exchange (BEI). UDK 2. Dependent variable: accounting
conservatism The following formula is used to measure conservatism: Notation: Con_Acc
= The level of accounting conservatism NI = Profit before extraordinary items Dep =
Depreciation and amortization cost CF = Operating cash flow TA = The total asset Food



and Beverage companies are there in BEI (2012-2015) wasused as population in this
study. Researcher was obtained about 14 companies.Sampling method used is the
purposive sampling that employing certain criteria in choosing the object. The criteria
are presented as follows. 1. All of firms in food and beverage sectors are there in BEl in
2012-2015.

The food and beverage company chosen to obtain the similar characteristics of the
companies. 2. The company did not incure any losses during the period 2012 - 2015. 3.
The company has complete data of the year 2012 to 2015 Eight companies meet the
above criteria and were chosen as the sample. The total observations were 32 samples.
The researcher was used purely secondary data for this study. The data gathered using
documentation technique including:(a) the financial statements of the Food and
Beverage companies listed and published in the Indonesian Stock Exchange through
www.idx.co.id and (b) reviewing literature including accounting journal and related
books. The acceptance or rejection of hypothesis can determine with using multiple
regression.

The regression equation model of the analysis is presented as follows: Y a B1X1 B2X2
B3X3 € Notation: Y = The level of accounting conservatism a = Constanta B = The
coefficient of regresion X1 = IFRS convergence X2 = Proportion of independent
commissioner X3 = Size of commissioners board € = Errorterm 4 RESULT AND
DISCUSSION 4.1 Descriptive Statistics Table 1. Descriptive Statistics N Min Max Mean
Std. Deviation CON_ACC 32 -0.1980 0.1670 -0.004734 0.0700960 IFRS 32 0 1 0.94 0.246
COM_IDP 32 0.3300 0.4300 0.384375 0.0365608 UKD 32 3 8 4.94 1.664 Valid N (listwise)
32 Table 1 shows that the mean of accounting conservatism (CON_ACC) of Food and
Beverages companies listed in the Indonesian Stock Exchange from 2012 to 2015 is
-0.004734 (SD=0.070096).

IFRS convergence is measured using dummy. Based on the 32 sample, it is indicated
that the mean of IFRS convergence of Food and Beverages companies listed in the
Indonesian Stock Exchange from 2012 to 2015 is 0.94 (SD=0.246). The measurement of
independent commissioner proportion (COM_IDP) is comparison between the total of in
dependent commissioner and the total of commissioner board. The mean that achieved
by firm to the proportion of independent commissioners is 0.384375 (SD=0.0365608).
The size of the board of commissioners (UDK) is measured by the total number of
members commissioners of Food and Beverages companies listed in the Indonesian
Stock Exchange from 2012 to 2015 is 4.94 (SD=1.664). 4.2

Multiple Linear Regression Analysis The results of regression analysis is showed in table
2 Table 2. Regression Analysis Results Variables B Tvalue Sig (t) Constanta -0.146 -1.160



0.256 IFRS Convergence (X1) 0.121 2.593 0.015 Proportion of Independent
Commissioner (X2) 0.277 0.786 0.438 Size of Commissioner Board (X3) -0.016 -2.062
0.049 ttable = 2.04841 According to regression result in table 2, the formula of
regression analysis is: Y = -0.146 + 0.121X1 + 0.277X2 - 0.€ 4.3 Analysis of IFRS
Convergence on Accounting Conservatism Level The results of partial significant test
(t-test) shows that IFRS convergence has an influence on the level of accounting
conservatism as indicated by the level of significanceof 0.015 (p<0.015).

Therefore, this study accepts H1, indicating that IFRS convergence has a positive impact
on the level of accounting conservatism. It can be concluded that even though IAl has
established PSAK-IFRS converge on 1 January 2012, there is possibility for the company
to apply accounting conservatism in their financial reporting as conservatism is culture
of accounting. IFRS is the new principle of accounting policy in Indonesia. Therefore,
accountants have not been able to fully eliminate the conservatism principle. It takes a
long process to eliminate accounting conservatism.

The finding of this study is in line with [16] reported that no difference changes of
accounting conservatism before and after IFRS mandatory adoption period. The result of
this finding is against the finding of [1] reporting that there is a decreasing on
accounting conservatism after adoption period of IFRS, where various change occurs in
IFRS financial statements such as the change of accounting method used previously,
namely historical cost that has been shifted to fair value. The fair value principle put a
great emphasis on relevance which is contrary to the conservatism principle
emphasizing on the reliability.

Thus, when a company applies IFRS, it tends to be less conservative. 4.4 Analysis of
Independent Commissioners Proportion on Accounting Conservatism Level The result of
partial significant test (t-test) shows that the proportion of independent commissioners
has no influence of the level of accounting conservatism indicating by the significance
level of p=0.438 (p>0.05). Therefore, H2is rejected.

This means that the proportion of independent commissioners has no impact on the
level of accounting conservatism This is due to the strong control of the company's
founders and majority shareholders which in turn pressing the position of independent
commissioners.This means that independent commissioners are no longer independent
in their tasks. Managers can easily conduct some manipulation such as marking up
report so that the conservatism principle is no longer applied by the company. The
finding of this study is in line with [7] who reported that the proportion of independent
commissioners has no significant influence on the level of accounting conservatism.



This is due to the lack of ideal supervision by the independent commissioners as the
tool of management supervision. In addition, the independent commissioners are only
existing for the sake of formal requirement or regulation instead of good corporate
governance. 4.5 Analysis of Commissioners Board Size on Accounting Conservatism
Level The result of partial significant test (t-test) indicates that the size of the board of
commissioners influences the level of accounting conservatism indicating by the level of
significance of 0.049 (p<0.05). Therefore, this study accepts the H3, indicating that the
size of the board of commissioners have a negative influence on the level of accounting
conservatism.

Tnegive luecabe eretas he he izocosner’ ar the lower the level of accounting
conservatism. This indicates that the bigger size of the board of commissioners may
lead to communication and coordination issues in supervising the mame fomawh tn ing
he eaotbod f mmisios capacity to control the management. A weak supervision and
control of managers results in managers easily manipulating profit. Therefore, there
should be regulation regarding the ideal size of the board of commissionersin a
company.

The right board of commissioners tends to demand for accounting conservatism to
avoid the opportunistic behavior of managers. This study is in line with [12] who found
that the size of commissioner board as a part of directors characteristic can help firm to
solve the agency problem. The company financial reporting is less conservative despite
the bigger number of the board of commissioners.

The finding of this study is in contrast with the study conducted by [7]reporting that size
of commissioner board has no significant effect to accounting conservatism that usually
exercise by corporate managers in Malaysia who wants to take an advantage of accrual
method in accounting. 5 Conclusions The result indicated that partially, IFRS
Convergence influenced positively and significantly to the level of accounting
conservatism. Proportion of independent commissioner did not influence on the level of
accounting conservatism. While size of commissioner board influenced negatively and
significantly on the level of accounting conservatism. References [1] D.
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