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Abstract: Intellectual Capital is all knowledge assets that can be differentiated between 

stakeholder resources and structural resources. This research aims to analyze the influence of 

the audit committee and audit quality on intellectual capital disclosure and to analyze whether 

there is a role for free cash flow as a moderating variable in the influence of the audit 

committee and audit quality on the company's intellectual capital disclosure. This research 

uses a population of banking companies listed on the Indonesian capital market (BEI). This 

research sample consists of 30 banking companies whose data can be used for this research 

with a research period of 5 (five) years, from 2017-2022 where the total analysis data units 

that can be processed for this research amount to a total of 150 analysis data units. This 

existing data was processed with the help of statistical tools SPSS software version 26.00. By 

using multiple regression analysis to test the hypothesis in this research, the following 

research results can be produced: (1) The Audit Committee has a significant effect on 

Intellectual Capital disclosure; (2) Audit quality has a significant effect on Intellectual Capital 

disclosure; (3) Free Cash Flow moderates the relationship between the Audit Committee 

regarding Intellectual Capital disclosure; (4) Free Cash Flow moderates the relationship 

between Audit Quality and Intellectual Capital disclosure. Limitations in the research include 

that the audit committee is only assessed from the number of committees in the company so 

that in further research the audit committee can be assessed from the number of meetings 

held. Further research is recommended to expand sectors other than banking to be used as 

research samples, such as the energy sector or other sectors in the Indonesian capital market. 
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INTRODUCTION 

The development of digitalization today makes companies increasingly aware of the 

importance of systematically managing external communications which is closely related to 
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intellectual capital (IC). Several studies have been conducted regarding investors and analysts 

as well as capital market experts, the demand for information can be demonstrated by 

substantial differences between the various types of information found in company annual 

reports and several types of information requested by the existing market (Eccles et al., 

2018) . In general, companies, investors and analysts ask for more reliable or reliable 

information. This can be exemplified as follows: managerial quality, experience, expertise, 

customer relations, integrity and competence. Basically, these things are factors that are 

directly related to the disclosure of intellectual capital of a company in Indonesia. 

The existing agency problem is one of the problems that often arises in the disclosure of 

intellectual capital. From another point of view, this agency problem arises because company 

management tries to maximize its interests by minimizing costs. Minimizing agency costs is 

by reporting relevant accounting results to the company owner so that it can add to the 

reputation of a company manager. Disclosure of the intellectual model at the level or levels in 

the company's annual reporting and financial reports is very closely related to the 

responsibility to ensure that the financial reporting is made by the company. The Audit 

Committee is responsible for ensuring that the financial reports prepared by company 

management provide a true picture. The effective and efficient functioning of a company 

audit committee will result in better control over the company, so that agency conflicts that 

occur within the company due to the desire of company management to improve their own 

welfare can be minimized. 

Intellectual Capital is a process of creating value that depends on the use of intangible 

assets which can include the following: science and technology, system design and 

implementation, licensing and intellectual property rights as well as knowledge about 

marketing and branding. One part of the disclosure of Intellectual Capital_IC is the existence 

of Human Capital which is a combination of skills, innovation, knowledge and ability of a 

person in carrying out their role so that they can create added value in improving company 

performance, both financial performance and non-financial performance, thereby increasing 

the value of the company. HC is one of several very important factors in increasing a 

company's competitive advantage to be able to compete in the era of digitalization for every 

company related to information systems and technology systems today. This makes HC play 

a role in increasing the potential and motivation of an employee so that his or her skills can 

be utilized optimally and can make them superior compared to other competing companies. 

Apart from the Human Capital element, there is a second component, namely 

Employee Capital, which can play a role in assessing how much added value is created from 

the funds that have been spent by the company. This can be seen from the existence of 

Capital Employees who generate higher income than other competing companies. This means 

that companies are better at utilizing their capital to be competitive in terms of human 

resources. The third component of Intellectual Capital disclosure is Structural Capital, one of 

the elements which is technology and facilities and infrastructure that support employees to 

carry out company operational activities so that they can maintain their economic position 

and be able to compete with other competing companies. The greater the value of Human 

Capital (HC) in increasing the company's added value, the smaller the value of Structural 

capital (SC). 

The disclosure of intellectual capital (IC) in the annual report is closely related to the 

responsibility of the audit committee which acts as one of the committees in the company. 

The Audit Committee plays a supervisory role in the company which is responsible for 

ensuring that the financial reports prepared by the company management provide a picture of 

the company's true and actual financial performance. The function of an audit committee can 

effectively improve control and supervision of the company in a better direction. This is 

intended so that agency conflicts that arise from the desire of company management to 

improve their own welfare can be immediately minimized. 
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Research conducted by Tizmi et al. (2022), revealed the results of their research which 

stated that the characteristics of the audit committee, which were proxied by the size of the 

number of audit committees, had no influence on the disclosure of intellectual capital. On the 

other hand, the audit committee has a role in being an intermediary between the external 

auditor (Public Accounting Firm) and the company as well as the internal auditor's board of 

commissioners with the task of strengthening the function of the boards in carrying out their 

supervisory function over the financial reporting process and audit implementation in the 

company and can act as an intermediary. between investors and the board of commissioners. 

According to research conducted by Widyaningsih (2018), the aim of the audit committee's 

duties is to minimize information discrepancies (information asymmetry) that are detrimental 

to the company so that the company's value does not decrease. 

Based on several of the problems above and the inconsistency of the research results on 

the topic of disclosure of intellectual capital (Intellectual Capital_IC) from various previous 

journal references used in this research, therefore the researcher is very interested in studying 

the influence of the Audit Committee on Disclosure of Intellectual Capital (Intellectual 

Capital_IC) carried out by companies listed on the Indonesian Stock Exchange and especially 

for banking sector companies. Also in this research, researchers want to add the Free Cash 

Flow and Integrated Hassle variables which act as moderating variables. This is because Free 

Cash Flow and Integrated Hassle can affect Intellectual Capital Disclosure (Intellectual 

Capital_IC Disclosure). It is hoped that the contribution to this research can provide input to 

the sample companies regarding Intellectual Capital Disclosure. 

 

METHOD 

In this research, the type of data used is secondary data. Secondary data is information 

obtained indirectly or through other parties where other parties collect, compile and report the 

information. The type of research carried out is a causal approach. Quantitative data is 

information on data in the form of numbers or qualitative data in numbers. The researcher 

chose this type of research because of the causal relationship between variables, the 

researcher's ability to collect data and the limited time of around 2 to 6 months, energy and 

costs in processing the data. 

 

Research Object 

In this research object, the annual financial report (Annual Report) is used to see the 

Intellectual Capital Disclosure variable as the dependent variable. The measurement of 

intellectual capital disclosure follows the procedure of measuring whether or not there is 

intellectual capital disclosure in the annual report. The index used is the intellectual capital 

disclosure classification index issued by the International Federation of Accountants (IFAC) 

which is also used by the Chartered Institute of Management Accountants (CIMA). 

Disclosure of intellectual capital is measured in three components including Organizational 

Capital, Relational Capital, and Human Capital, totaling 30 items). Audit Committee as the 

first independent variable uses the audit committee variable with the proxy being the number 

of audit committees in the company. The free cash flow variable is also a Moderation 

variable with the formula Net profit plus depreciation minus NWC minus NCS. 

 

Research Model 
The existing regression model for this research is as follows: 

Model 1 to answer the first hypothesis to the first hypothesis is as follows 

Y = α + β1X1 + β2X2 + β3X3 + ε……………….……………………..…………..……(i) 

Model 2 to answer the second to third hypotheses is as follows 

Y : a + β1X1 + β2X2 + β3X3 + β4X1*X3 + β5X2*X3  + ε ………………………. (model ii) 
Y          : Disclosure of Intellectual Capital 
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α           : Constant 

X1        : Audit Committee 

X2        : Audit Quality 

X3        : Free Cash Flow 

β1 - β4 : Regression Coefficient 

ε           : Error term 

 

Operational Variable 
 

Tabel 1 Operational Definition of Research Variables 

 

Hypothesis: 

H1: The Audit Committee influences Intellectual Capital Disclosure 

H2: Audit quality influences Intellectual Capital Disclosure 

H3: Free Cash Flow strengthens the influence of the Audit Committee on Intellectual Capital 

Disclosure 

H4: Free Cash Flow strengthens the influence of Audit Quality on Intellectual Capital 

Disclosure 
 

RESULTS AND DISCUSSION 

Statistic Descriptive 

Descriptive statistics provide an overview or description of data seen from the average 

value (mean), standard deviation, maximum and minimum values. The statistical description 

of each variable in the study is presented in the following table: 
 

Table 2 Statistic Descriptive 

 N Minimum Maximum Mean Std. Deviation 

ICDI 159 0,1532 0,3453 0,24321 0,04332 

KOM_AUD 159 1 3 1,32122 0,02214 

KUA_AUD 159 0 1 0,63422 0,01213 

FCF 159 0,3231 4,3223 3,15752 0,08221 

 

Based on table 2, Intellectual Capital Disclosure (ICDI) for all companies has a 

minimum value of 0.1532, a maximum value of 0.3453, an average value of 0.24321, and a 

Variable Indicator Formula Scale 

Intellectual Capital 

Disclosure (Y) 

(Dependen Variabel) 

The disclosure classification 

consists of 30 items which are 

divided into three components, 

namely 

1. Human Capital, 

2. Relational Capital 

3. Organizational Capital. 

     
     

   
        

 

 

 

(Febrina et al., (2013) 

Rasio 

Audit Committee (X1) 

(Independent Variable) 

Number of Audit Committees in 

Banking Companies 

KA = Total Audit Committee 

owned 

Nuning Mulatsih et al., (2019) 

Nominal 

Audit Quality (X2)  

(Independent Variable) 

If the company uses big-4 KAP 

audit services it will be given 

code 1 and if the company does 

not use big-4 KAP audit 

services then it will be given 

code 0 

Value 1 = Big 4 affiliated KAP 

Value 0 = KAP that is not 

affiliated with the Big 4 

 

Vannesa Fonda Sudjipto et all 

(2020) 

Dummy 

Free Cash Flow 

 

(X3)  

(Moderating Variable) 

Free Cash Flow represents cash 

remaining from business 

operational activities that can be 

used for dividend payments, 

expansion, or debt repayment 

Free Cash Flow = Net profit + 

Depreciation/Amortization – 

Changes in Working Capital – 

Capital Expenditures 

Ross et.al (2015) 

Ratio 
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standard deviation of 0.034332. The company's Audit Committee has a minimum value of 1, 

a maximum value of 3, an average value of 1.32122 and a standard deviation of 0.02214. 

Audit Quality has a minimum value of 0, a maximum value of 1, an average value of 0.63422 

and a standard deviation of 0.01213. Free Cash Flow has a minimum value of 0.3231, a 

maximum value of 4.3223, an average value of 3.15752, and a standard deviation of 0.08221. 

 

Normality Test 

Berikut merupakan hasil uji normalitas menggunakan Kolmogorov-Smirnov 
 

Table 3. Normality Test 

One-Sample Kolmogorov-Smirnov Test 

 Unstandardized Residual 

N 159 

Normal Parametersa,b Mean .0000000 

Std. Deviation .94524092 

Most Extreme Differences Absolute .223 

Positive .132 

Negative -.223 

Test Statistic .223 

Asymp. Sig. (2-tailed) .837a 

a. Test distribution is Normal. 

b. Calculated from data. 

 

Based on the research results, it shows that the probability is 0.837 above 5% so it can 

be concluded that the data is normally distributed 

 

Multicollinearity Test 

The following are the results of the multicollinearity test 
 

Table 4. Multicollinearity test 

Coefficientsa 

Model 

Unstandardized 

Coefficients 

Standardized 

Coefficients T Sig. Collinearity Statistics 

B Std. Error Beta   Tolerance VIF 

1 (Constant) 5.931 1.263  5.280 .000   

KOM_AUD 2.983 .120 1.602 5.451 .000 .709 3.391 

KUA_AUD 3.432 .324 .234 3.432 .000 .747 3.543 

FCF 2.868 .280 1.038 2.918 .000 .793 3.521 

 

The results of the multicollinearity test show that there is no VIF value more than 10, so 

it can be concluded that the model in this study is free from multicollinearity problems. 

 

Hypothesis Test 
 

Tabel 5 Hypothesis Test 

Research Method Model 1 Model 2 

Variable Coefficient Prob. Coefficient Prob. 

Audit Committee 0.0342 0.000 0.0232 0.008 

Audit Quality 0.3236 0.041 0.00321 0.013 

Audit Committe*Free Cash 

Flow 

  0.00123 0.022 

Audit Quality*Free Cash 

Flow 

  0.8876 0.047 

Total Sample 120 120 

R2  0.321 0.333 

Prob. 0.000 0.000 
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Based on the research results above, the first model testing the influence of the audit 

committee on intellectual capital disclosure shows that there is an influence between the audit 

committee on Intellectual Capital where the significance value is 0.000 below 5%, meaning 

the first hypothesis is accepted and then there is the influence of Audit Quality on Intellectual 

Capital disclosure where the significance is equal to 0.041 is below 5%, meaning that the 

second hypothesis is accepted and the second model tests the role of Free Cash Flow as a 

moderating influence of the audit committee on Intellectual Capital disclosure. The results of 

this research indicate that there is moderation between Free Cash Flow and the influence of 

the Audit Committee on Intellectual Capital Disclosure where the probability is below 5%, 

meaning the third hypothesis. Then this research tests the role of Free Cash Flow as a 

moderating influence of Audit Quality on Intellectual Capiral disclosure. Where the 

probability is below 5%, meaning the fourth hypothesis is accepted 

 

The Influence of the Audit Committee on Intellectual Capital Disclosure 

Based on the research results, it shows that the Audit Committee has a positive and 

significant influence on Intellectual Capital Disclosure. These results support the theory of Li, 

et.al (2012) and Haji (2015) which shows that the number of financial experts on the audit 

committee has a positive relationship with Intellectual Capital disclosure. In general, the 

board of commissioners forms committees under them in accordance with the company's 

needs and applicable laws and regulations. This committee is intended to assist the board of 

commissioners in carrying out their responsibilities effectively so that the results support the 

Agency Theory. 

 

The Influence of the Audit Quality on Intellectual Capital Disclosure 

Sample companies audited by the Big 4 present more ICD information compared to 

companies that are not audited by the Big 4. This is relevant to the statement by Whiting & 

Woodcock, (2011) which states that companies audited by the Big 4 present more ICD 

information. compared to companies that are not audited by the Big 4. Big 4 audit firms tend 

to encourage companies to disclose more information for several reasons: first, because they 

safeguard their reputation and second, to ensure customer care. These results are in line with 

research by Haniffa & Cooke, (2002), and Ousama et al., (2012) which found a positive and 

insignificant effect. Of the total 14 sample companies, 6 companies were audited by the Big 

4. The results of this research are positive, which means that companies that use Big 4 audit 

services have a high level of disclosure compared to companies that do not use Big 4 audit 

services. 

 

Free Cash Flow moderates the influence of the Audit Committee on Intellectual Capital 

Disclosure. 

Based on the research results, it shows that there is a role of Free Cash Flow as a 

moderating influence of the Audit Committee on Intellectual Capital Disclosure. This 

supports the theory of Bateset et al. (2009) where there is the role of Free Cash Flow as a 

moderating influence of the Audit Committee on Intellectual Capital Disclosure. This is 

because First, cash is a support when a company faces an unexpected liquidity shortage. 

Second, based on agency theory, hoarding large amounts of cash is considered an 

opportunistic behavior by corporate management taking personal advantage of minority 

shareholders. 
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Free Cash Flow moderates the influence of the Audit Quality on Intellectual Capital 

Disclosure. 

Based on the research results, it shows that there is a role of Free Cash Flow as a 

moderating influence of the Audit Quality on Intellectual Capital Disclosure. This supports 

the theory of Bateset et al. (2009) where there is the role of Free Cash Flow as a moderating 

influence of the Audit Quality on Intellectual Capital Disclosure. This is because First, cash is 

a support when a company faces an unexpected liquidity shortage. Second, based on agency 

theory, The more information that is disclosed is a sign that the company has a high level of 

transparency and this will attract investors' interest in investing in the company concerned. 

 

CONCLUSION 

Based on the research results, it shows that the Audit Committee has a positive and 

significant influence on Intellectual Capital Disclosure, then Audit Quality has a positive and 

significant influence on Intellectual Capital Disclosure. These results also show the role of 

Free Cash Flow as a moderating influence of the Audit Committee on Intellectual Capital 

Disclosures and these results show the role of Free Cash Flow as a moderating influence of 

Audit Quality on Intellectual Capital Disclosures. It can be concluded that this research 

supports agency theory. 

 

REFERENSI 

Agoes, S. (2018). Auditing: Petunjuk Praktis Pemeriksaan Akuntan oleh Kantor Akuntan 

Publik. Jakarta: Salemba Empat. 

Bronson, Scot N; Carello, Joseph V; Holling Sworth, Carl W; dan Neal, Terry L. 2009. Are 

Fully Independent Audit Committees Really Necessary?. Journal of Accounting and 

Public Policy 

Cheng, M., Green, W., Conradie, P., Konishi, N., Romi, A., (2014). The international 

Integrated Reporting framework: key issues and future research opportunities. J. Int. 

Financ. Manage. Account. 25 (1), 90–119 

Christie, W.G. & V. Nanda. 1994. Free cash flow, shareholder value, and the undistributed 

profits tax of 1936 and 1937. Journal of Finance 49 (5): 1727-1754.  

De Angelo, L.E. 1981. " Auditor Size and Audit Quality". Journal of Accounting and 

Economics: 183–199 

Edvinsson L dan M. S. Malone. 1997. Intellectual Capital: Realizing Your Company’s True 

Value by Finding its Hidden Brain Power, New York: Harper Business.  

Fama, E., dan Jensen, M. (1983). Separation of ownership and control. Journal of Law dan 

Economics, 26(2), 301–325.  

Gunarto, et. al (2019). “Pengaruh Diversifikasi Operasi, Kepemilikan Manajerial, Komite 

Audit dan Kualitas Audit Terhadap Manajemen Laba”, Jurnal Akuntansi 

Berkelanjutan Indonesia, Vol 2, No 3, 356-374 

Ghozali, Imam. 2011. Analisis Multivariat dengan Program SPSS. Semarang: Badan Penerbit 

Universitas Diponegoro.  

Kieso, D., Weygant, J.J., Warfield, T.D. (2014). Internediate Accounting. 2nd. Singapore: 

Wiley 

Kurniawan, B., Refianto & Kenny Fernando, (2020), Penerapan Integrated Reporting Dan 

Kaitannya Dengan Informasi Akuntansi : Studi Kasus Pada Perusahaan Di Kawasan 

Asia Yang Terdaftar Pada The International Integrated Reporting Council Jurnal 

Penelitian Akuntansi, Vol 1 No 2. 

Kurniawati. (2018). Pengaruh Status Relatif Komite Audit dan Kualitas Audit dengan 

Pendekatan Composite Measure terhadap Manajemen Laba Riil. Jurnal Online Insan 

Akuntan, vol. 3, no. 1, june 2018, 59-68. 



https://dinastipub.org/DIJEFA                                            Vol. 4, No. 6, January 2024 

795 | P a g e  

M. C. Jensen. dan W. Meckling, 1976. “Theory of the firm: Managerial behavior, agency cost 

and ownership structure”, Journal of Finance Economic 3:305- 360, di-download dari 

http://www.nhh.no/for/courses/spring/eco420/jensenmeckling-76.pd 

M. C. Jensen. 1986. Agency costs of free cash flow, corporate finance, and takeovers, 

American Economic Review, Vol. 76, 323-329.  

M. C. Jensen. 1988. The takeover controversy: Analysis and evidence. In: Coffee JC, 

Lowenstein L & Rose-Ackerman S (eds.) Knights, raiders, and targets: The impact of 

the hostile takeover, Oxford University Press, New York, 314-354 

McKeown, J. Dan J. Krishnan. 1996. The role of economic trade offs in the audit oponion 

decision: an empirical analysis. Journal of Accounting, Auditing, and Finance (4), 

565-586.  

Mangena, M., dan Pike, R. (2005). The effect of audit committee shareholding, financial 

expertise and size on interim financial disclosures. Accounting dan Business 

Research, 35(4), 327–349.  

Muttakin, M.B., Mihret, D., Lemma, T.T. and Khan, A. (2020), "Integrated reporting, 

financial reporting quality and cost of debt", International Journal of Accounting & 

Information Management, Vol. 28 No. 3, pp. 517-534. https://doi.org/10.1108/IJAIM-

10- 2019-0124 22.  

Nadeem, Muhammad, et al. “Does Intellectual Capital Efficiency Improve Firm Performance 

in BRICS Economies? A Dynamic Panel Estimation.” Measuring Business 

Excellence, vol. 21, no. 1, 2017, pp. 65–85., doi:10.1108/mbe-12-2015-0055. 

Ningsih, M. (2014). “Pengaruh karakteristik komite audit terhadap pengungkapan intellectual 

capital”. Universitas Diponegoro  

Parker, L. D. (2017). Financial and external reporting research: the broadening corporate 

governance challenge. Accounting & Business Research, 37(1), 39–54. 

Pangestu et.al (2022). Peran Audit Committee Sebagai Pemoderasi Antara Tax Management 

Policy Dan Intencity Capital Terhadap Earnings Management Practices Pada Saat 

Pandemik Covid-19. Jurnal Administrasi Kantor, Vol.10, No.1, Juni 2022, 50-60. 

Pangestu, J. C., Rusli, Y. M., & Margaretha, P. (2022). Peran audit committee sebagai 

pemoderasi antara tax management policy dan intencity capital terhadap earnings 

management practices pada saat pandemik Covid-19. Jurnal Administrasi 

Kantor, 10(1), 50-60 

Pratiwi, D. et. al. (2022). Companies in Indonesia Toward The implementation of Integrated 

Reporting”. Dinasti International 

Raimo, N., Caragnano, A., Mariani, M. and Vitolla, F. (2022), "Integrated reporting quality 

and cost of debt financing", Journal of Applied Accounting Research, Vol. 23 No. 1, 

pp. 122-138. https://doi.org/10.1108/JAAR-04-2021-0097 21.  

Rusli, Y. M. (2016, October). Pengaruh kualitas audit dalam hubungan antara tax planning 

dengan nilai perusahaan. In Prosiding Seminar Nasional INDOCOMPAC. 

Rusli, Yohanes Mardinata. (2022). Anti Corruption Disclosure dan Good Corporate 

Governance Era New Normal di Asia Tenggara. Jurnal Administrasi Kantor, vol.10, 

no.1, nov. 2022, 61-78, 

Rusli, Y. M., Nainggolan, P., & Pangestu, J. C. (2020). Pengaruh independent board of 

commissioners, institutional ownership, and audit committee terhadap firm value. 

Journal of Business & Applied Management, 13(1), 049-066. 

Smith Report. (2016). Audit committees: Combined code guidance. London: FRC  

Sugiyono. (2013). Metode Penelitian Bisnis. Bandung: Alfabeta.  

Sugiyono. (2016). Metode Penelitian Akuntansi. Bandung: PT Refika Aditama. 

 

 

http://www.nhh.no/for/courses/spring/eco420/jensenmeckling-76.pd
https://doi.org/10.1108/IJAIM-10-%202019-0124%2022
https://doi.org/10.1108/IJAIM-10-%202019-0124%2022

