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Abstract

In recent years, IDX reported that a high number of enterprises’ financial reporting were
overdue. Timeliness of financial report is necessary since it is used as the main source of
information. This paper aims to investigate several factors affecting timeliness of financial report
in Indonesia. Using the purposive sampling technique, this study gained 318 enterprises listed on
IDX during 2015 until 2017. The result showed that earnings management index and industrial
sector were significantly related to the timeliness of financial report. On the other hand, state
ownership do not have significant relation with the timeliness of financial report.
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INTRODUCTION
As one of the company's fundamental information sources, financial reports are needed by

various parties to make a decision. Accounting information in financial statements needs to
meet qualitative characteristics based on the Statement of Financial Accounting Concepts
(SFAC) No. 8 chapter three of 2010 which consists of aspects of relevance and
representation appropriately. These aspects are needed to minimize information asymmetry
that can cause errors in decision-making. Financial information needs to be delivered in a
timely manner (timeliness) to be able to influence user decisions. Thus, the longer the
reporting is carried out, the less useful the information is in the financial statements.

Based on the information available, Indonesia Stock Exchange (IDX) noted that in
May 2016 there were 63 companies that had not submitted their audited financial reports as
of 31 December 2015 (http://bisnis.liputan6.com). Furthermore, in July 2017 there were 17
companies that had not submitted their audited financial reports as of December 31 2016
(https://finance.detik.com) and in July 2018 there were ten companies that had not
submitted their audited financial reports as of December 31, 2017 (https:
/lwww.cnbcindonesia.com).
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The company is rumored to have received sanctions in the form of a suspension of
stock market trading as well as a fine with a certain nominal value. Related to this,
Indonesia Financial Service Authority (OJK) has set a regulation on the deadline for
submitting audited financial statements for all companies listed on the IDX. According to
the Regulation of Indonesia Financial Authority (POJK) Number 29/POJK.04/ 2016, the
deadline for submitting the issuer's financial statements is at the end of the fourth month
after the book closing period.

The existence of regulations related to financial reporting, both in general by the
Financial Accounting Standard Boards (FASB) and independently by each country, proves
that the timeliness of financial statements is important for every company. The company
needs to maintain the qualitative characteristics of financial information so as not to cause
errors in decision making that can harm stakeholders. As a party that is obliged to submit
financial statements, the company needs to pay attention to various factors that can lead to
delays in the submission of financial statements. Company accountants are expected to be
able to present financial reports optimally to minimize the occurrence of bias in accounting
information and fraud in financial statements. In addition, companies need to comply with
regulations related to the deadline for submitting financial statements to avoid losses from
sanctions imposed by authorized institutions.

Various studies related to factors that influence the timeliness of financial
statements have been carried out previously, namely by Suharli and Harahap (2008);
Khasharmeh and Aljifri (2010); Lie (2012); Pratama and Adiwibowo (2014); Clatworthy
and Peel (2016); Ghafran and Yasmin (2017); Abernathy, Kubick, and Masli (2018); and
Ha, Hung, and Phuong (2018). Previous research proves that financial performance, such
as profitability (Suharli and Harahap, 2008; Ha et al., 2018), debt ratios (Khasharmeh and
Aljifri, 2010), and leverage (Lie, 2012), is one factor that can affect reporting finance.
Financial performance is an indicator that can be used as a detector for fraud (Wells,
2001). In addition, financial performance is a component of the measurement of earnings
management developed by Serrano-Cinca, Gutierrez-Neito, and Bernate-Valbuena (2018).
Earnings management index is a model that is formed to determine the real earnings
management activities in a company. Permatasari (2005) states that earnings management
activities measured by discretionary accruals can slow down the submission of financial
statements. However, the use of accrual methods in earnings management activities has a
limited degree of flexibility. In addition, Ajina, Laouiti, and Msolli (2016) prove that
earnings management activities can also result in low readability in financial statements,
allowing errors in interpretation of financial performance.

The timeliness of financial statements can also be influenced by various non-
financial factors. According to the review of the literature, the industrial sector is one of
the factors that can influence the timeliness of financial statements. Khasharmeh and
Aljifri (2010) state that the industrial sector has a significant influence on the timeliness of
financial statements in Bahrain. However, in the study found different results in the United
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Arab Emirates (UAE), where the industrial sector did not affect the timeliness of financial
statements. In addition to the UAE, the industrial sector is also shown to have no
significant influence on the timeliness of financial reports in Vietnam (Ha et al., 2018).
Differences in the results of these studies can be caused by the presence of diverse
regulatory levels in each country.

Basically, each country has different factors that influence the timeliness of
financial statements. This is evidenced by the existence of research that examines various
factors in influencing the timeliness of financial statements between countries and shows
different results (McGee, Tarangelo, and Tyler, 2009; McGee, Tyler, Tarangelo, and Igoe,
2009; McGee, Yuan, Tyler, and Tarangelo, 2009; Khasharmeh and Aljifri, 2010). In
addition to the industrial sector, the share ownership factor by the government is thought to
affect the timeliness of financial statements in Indonesia. The existence of state ownership
in a company shows that there is a desire from the government which will then be realized
in the form of regulation (Li and Yu, 2018). This can lead to differences in regulatory
pressure on each company. The pressure then impacts on the different levels of compliance
with applicable regulations, including regulations related to financial reporting deadlines.

Based on the explanation above, the phenomenon of delay in submitting financial
reports often occurs in several companies in Indonesia. Submission of financial statements
in a timely manner is important for every company so that the relevance value of
information is maintained so that it can be used as a basis for decision making. Therefore,
this study intends to examine the effect of earnings management index, state ownership,
and industry sector on the timeliness of financial statements in Indonesia.

RESEARCH METHOD
Research Sample

This research involved all companies listed on the IDX in 2015 to 2017 with a
sample of 318 companies. The sample collection in this study applies a purposive sampling
technique with the criteria in the form of companies that publish audited annual reports for
2015-2017, having a December 31 reporting date, engaged in the non-financial industry
due to fundamental differences in the financial sector (Duygun et al., 2018), and provide
complete information that can be accessed through the IDX website or the company's
official website. The annual report is considered to have a high level of credibility (Zeghal
and Ahmed, 1999) so that it is used as one of the sources of information in this study. Data
related to the timeliness of financial statements is obtained through the IDX website as well
as The Indonesia Capital Market Institute (TICMI).

Definition and Measurement of Variable

The dependent variable in this study is the timeliness of financial statements
measured based on the number of days between the end of the accounting period, namely
December 31, and the issuance of financial statements (Aktas and Kargin, 2011). On that
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date the exchange will publish the company's audited financial statements and can be
accessed publicly through the IDX's official website.
The independent variables involved in this study include earnings management index, state
ownership, and industrial sector. The earnings management index adopts a model
developed by Serrano-Cinca et al. (2018), which is used to measure the extent to which
companies engage in real earnings management activities. The earnings management index
includes Days’ Sales In Receivable Index (DSRI), Leverage Index (LEVI), Assets Quality
Index (AQI), Sales, General, and Administrative Index (SGAI), Coefficient Variation of
Sales (CvSALES), dan Coefficient Variation of Profits (CvPRO).The following is the
model used in measuring earnings management index:
EMINDEX = ¥ (z(DSRI), z(LEVI),

Z(SGAI), z(AQl),

z(CvSALEYS), z(CvPRO))

Table 1. The Indicators of Earnings Management Index
Measurement

Receivables /Receivables;_;
DSRI /
Sales, Sales,_;
Total Debt, ,Total Debty_,
LEVI
Total Asset,/ Total Asset,_;
General, Sales, and Administrative Expenses,, / Sales,
SGAI — ,
General, Sales, and Administrative Expensesy_; / Sales,_;
AQI 1- (Current Assety + Fix Assety/ Total Assety)
1 — (Current Asset,_; + Fix Asset,_; /Total Asset,_;)
Cv- o(Salesy, Sales,_)
SALES |u(Salesy, Salesy_1)|
Cv- o(Net Incomey, Net Income,,_,)
PRO |u(Net Incomey, Net Incomey_1)|

Variable of state ownership is defined as the percentage of shares held by the state
for the total outstanding share capital in a company (Duygun et al., 2018). Previous
research uses dummy variables as a measure in determining whether there is state
ownership in a company (Rakhman, 2018). The use of percentages in measuring state
ownership result in a more specific picture of the size of state ownership in influencing the
effectiveness of financial reporting.

The next independent variable in this study is industrial sector, which measured
using a dummy variable to separate the mining industry sector and energy sub-sector from
other industrial sectors. The existence of regulations that suppress certain industries results
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in a shorter period of time for companies to get an audit signing (Bonson-Ponte et al.,
2008). This can shorten the process of delivering financial statements.
Table 2. The Measurement of Variables

Variable Dependent Measurement
Timeliness of Financial Number of days between December 31
Report (TIME) to the publication of financial
statements
Independent
Earnings Management Y (z(DSRI),z(LEVI),z(AQI),z(SGAI),
Index (EMINDEX) Z(CvSALES), z(CvPRO))
State Ownership The number of shares owned by the
(STATEOWN) state
/ total outstanding shares
Industrial Sectors Giving the score of 1 for the mining
(INDUSTRY) sector and energy sub-sector,

and O for others

Analytical Technique
Hypothesis testing in this study involves regression analysis of panel data with the
equation model as follows:
TIME;,, = By + PLEMINDEX; ,, + B,STATEOWN;, + BsINDUSTRY; , + ¢;,,

Notes:
Bo Constants
B1, B2, B3 Coefficient regression
TIME; Timeliness of the company i ’s financial report in the year of y

EMINDEX;,y Earnings management index of the company i in the year of y
STATEOWN;, State ownership of the company i in the year of y
INDUSTRY;,  Dummy variable for the industrial sectors

Eiy Residual Error
RESULTS AND DISCUSSION
Descriptive

The process of collecting samples produced 318 companies during 2015 to 2017
with a total of 954 observation data. Table 3 shows the process of elimination of samples
based on predetermined criteria.
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Table 3. Research Sample
Criteria Total
Companies listed on the IDX in 2015-2017 493
The end date of the reporting period other
than December 31
Companies in the financial industry sector (81)

0

Incomplete data (30)
Outliers (64)
Total Research Sample 318
Three Periods 954
Total Observation Data 954

Based on Table 4, the TIME variable shows that the average time needed by the
company to submit financial statements is 88 days, with the shortest reporting time of 31
days and a maximum of 318 days. EMINDEX variable has an average value of -0.31, with
a minimum value of -8.87 and a maximum value of 14.33. Positive and negative values in
the EMINDEX variable are obtained after the standardization process for each indicator
that forms the earnings management index model. A positive value indicates that a
company has a value for a particular indicator above the average of the indicator in
question, and a negative value indicates that the value of a particular indicator is below the
average value of the indicator in question. Variable STATEOWN shows an average value
of 3%, with a value of at least 0% in companies that are privately owned in full and a
maximum value of 90% in state-owned companies. The variable INDUSTRY in this study
is a dummy variable that involves the mining and energy industries with a score of one, and
zero for other industries.

Table 4. Descriptive Test
Variable Mean Max Min St.Dev
TIME 88.02096 318.0000 31.00000 18.51591
EMINDEX -0.310633 14.33068 -8.868963 1.706115
STATEOWN 0'052 862 0'98 030 0.000000 0.133342

INDUSTRY 0'153207 1.000000 0.000000 0.338750

Discussion

Based on the test results in Table 5, it is known that there is a probability value of
F-Statistic below 0.05, which is equal to 0.000043. This proves that the earnings
management, state ownership, and industrial sector index variables partially have a
significant influence on the timeliness of financial statements. In addition, the independent
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variable is said to represent the dependent variable of 2.07%. This is indicated by the
adjusted R? value of 0.020703.
Table 5. Regression Test

Variable Coef. Std. Error t-Stat. Prob.
C 86.84985 0.861595 100.8013 0.0000***
EMINDEX -0.782731 0.313193 -2.499198 0.0126**
STATEOWN -7.334769 5.293714 -1.385562 0.1662
INDUSTRY 8.615753  2.274247 3.788398 0.0002***
R-squared  0.023786
Adj. R-squared 0.020703
F-statistic ~ 7.715693
Prob(F-statistic) 0.000043
*x* ** Significant level of 1%, 5%

The earnings management index variable in the results of the study shows that there is a
significance value below 5% of 0.0126 with a negative coefficient direction of -0.782731.
These results prove that H1 is accepted, namely the higher the earnings management index,
the shorter the time it takes for the company to submit financial statements. This study
rejects Permatasari's (2005) statement where earnings management activities slow down
the financial reporting process. The existence of contractual and reporting perspectives
according to Scott (2015) reflects that earnings management is a good tool for the
company. In line with research by Wang, Lin, Werner, and Chang (2015), earnings
management is related to equity funding activities. So that when based on a reporting
perspective, where earnings management is done to influence stock market value (Scott,
2015), the company will try to deliver financial statements as quickly as possible so that the
information content is maintained for various stakeholders.

The partial test results in Table 5 show that the argument for H2 is rejected, where
state ownership does not have a significant effect on the timeliness of financial statements,
both at a significant level of 1% and 5%. In connection with the statements of Chen, Ghoul,
Guedhami, and Wang (2017), state ownership in a company causes inefficiencies in
investment which in turn results in low investor sensitivity to firm value. If investors do not
have sensitivity to the value of the company, the publication of financial statements cannot
influence the decision on investment.

State ownership in a company is also related to the low transparency of accounting
information (Guedhami, Pittman, and Saffar, 2009) that can trigger information asymmetry
or errors in decision-making. Therefore, financial statements can no longer be used as a
source of information that is relevant to stakeholders. On the other hand, there is a
possibility of insignificance on the influence of state ownership variables on the timeliness
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of financial statements due to the spread of data in the study sample. This study will
involve additional testing to prove whether the distribution of data is the cause of this
insignificance.

We prove that the classification of the mining industry sector and the energy
industry sub-sector influences the timeliness of financial statements in Indonesia with a
significance level of 1%. However, the direction of the coefficient positively rejects H3 as
well as the statement of Bonson-Ponte et al. (2008) where companies with high regulatory
pressure will be more timely reporting it’s financial information. The results of this study
prove that the mining and energy industries have a longer time need to submit financial
reports.

As one of the exporters of large-scale fossil fuels in the world (Kurniawan and
Managi, 2018), the mining and energy industries in Indonesia have a high contribution to
state revenues from export activities. In addition to the high export demand, fossil fuels
such as coal, petroleum and gas are a major need for the people of Indonesia (Hasan et al.,
2012). The high demand for production in the mining and energy industries is related to
environmental issues, so that most of the company's operations are carried out in remote
areas or far from densely populated areas. Dong, Robinson, and Xu (2017) prove that audit
reports are more timely when there is a close geographical distance between the auditor and
the client. Therefore, geological factors in the mining and energy industries can extend the
process of presenting the company's financial statements.

Additional Test

This study involves an additional test to find out whether the data distribution in
this study causes state ownership variables to have no significant influence on the
timeliness of financial statements. This test involves 16 sample companies, where there is
state ownership in each of these companies.

Table 6. Additional Regression Test
Variable Coef  Std. Error t-Stat  Prob.
.0000**
73.02993 12.74731 5.729047
STATEOWN  -2.435439 19.79879 -0.123009.9026
R-squared 0.000335
Adj. R-squared -0.021397
F-statistic 0.015417
Prob(F-statistic) 0.901725
*** Significant level 1%

The regression results in Table 6 prove that state ownership variables do not
significantly influence the timeliness of financial statements or are consistent with the
results of the research in Table 5. This shows that the occurrence of insignificance on the
influence of state ownership variables is not caused by the distribution of data in the study.

C
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Additional test results also support the statement of Chen et al. (2017) that state ownership
causes investment inefficiencies which results in a loss of investor sensitivity and a
statement from Guedhami et al. (2009) where state ownership triggers information
asymmetry so that information in financial statements cannot be used in determining
decisions.

CONCLUSION
This study aims to determine whether there is an influence of earnings management

index, state ownership, and industrial sector on the timeliness of financial reports in
Indonesia for the periods of 2015-2017 involving 318 samples. The results showed that
earnings management index had a significantly negative effect on the timeliness of
financial statements. This is consistent with the statement of Wang et al. (2018) which
proves that earnings management is related to equity funding activities, so the company
will try to influence stock market value in accordance with the reporting perspective (Scott,
2015). Then, the company will accelerate the publication process to maintain the
information content in the financial statements. The results of this study also prove that the
mining and energy industries have a significant positive effect on the timeliness of
financial statements. This happens due to the geographical area in the company's operations
which in turn has an impact on the length of the company's audit process (Dong et al.,
2017).

In contrast to the two factors above, state ownership in a company does not have a
significant influence on the timeliness of financial statements. This can be caused by the
low transparency of accounting information in companies involving state ownership
(Guedhami et al., 2009). In addition, the inefficiency of investment in state-owned
companies creates a loss of investor sensitivity to the market value of company shares
(Chen et al., 2017). When investors do not have sensitivity to company shares, the
publication of financial statements is no longer a material matter for external parties.
Additional tests have also been conducted to determine whether state ownership does not
have a significant influence on the timeliness of financial statements due to the distribution
of data or samples in the study. Additional testing is carried out by involving certain
companies that have a composition of share ownership by the state. Additional test results
prove that state ownership does not have a significant influence on the timeliness of
financial statements, so that insignificance does not occur due to the spread of data in the
study.

Recommendation

This research involves the company's annual report, so that it is less able to reflect
the company's performance in a shorter period. In addition, the earnings management index
variable refers to the model formed by Serrano-Cinca et al. (2018), which does not allow
measurement of the financial industry. Therefore, further research is expected to expand
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observations regarding the timeliness of financial statements by involving quarterly reports
as an important source of information for investors. Further research is also expected to be
able to develop research variables and involve all industrial sectors so that they can
compare the characteristics of each industry in influencing the timeliness of financial
statements in Indonesia.

In general, this research is expected to be able to provide implications for various
parties both theoretically and practically. The company, both management and
accountants, is expected to optimize the presentation of financial statements and minimize
the risk of late reporting that can cause losses to the company. For regulators, this research
is expected to be able to contribute as one of the considerations in evaluating applicable
policies related to financial reporting, so that information in financial statements can be
used by various stakeholders.
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