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ABSTRACT

This research was conducted to examine whether agency cost can be influenced by the board of commissioners,
audit committee, company size, and capital structure. This seeks to contribute to the literature of factors
influencing agency cost in Indonesia. Agency cost exists because of some assymetircal information and conflicts
between principal and agent. The study used descriptive method of which purposive sampling method was used
in sample selection. The samples were selected from the top 100 largest wealth-creators companies in 2019 in
Indonesia. Using the wealth-creators companies as the samples makes this research a unique one. The classical
assumption test was conducted to check the relationship between variables. Data gathered were analyzed and
interpreted using multiple regression analysisof which t-test and F-test were considered. The study revealed that
agency cost was simultaneously influenced by the board of commissioners, audit committee, company size, and
capital structure. Partially, this study found that board of commissioners and company size have siginificant
influence on agency cost, while audit committee and capital structure have no influence on agency cost. The
findings indicate that there are several factors that influences agency cost. Thus, agency cost can be minimized by
proper monitoring by the presence of board of commissioner; while company size and capital structure trigger
agency costs.
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INTRODUCTION

Achieving high profit is the company's goal, management tries and competes to be the
best in quality and huge in quantity. Companies use various ways to achieve their main goals.
Various policies and actions taken by management to achieve profit are not always in line with
the wishes of the owner or the principal. As what happened to one of the airlines in our country,
namely Garuda Indonesia, where, the company management made efforts to enhance the quality
of the company by manipulating its financial statements in 2018. This fraud was discovered by
2 boards of commissioners of Garuda Indonesia at that time because the financial statements
were not following accounting standards (Giri Hartomo, 2018). Another case of fraud happned
in the company PT Kimia Farma Tbk, where its 2010 financial statements were suspected by
the Ministry of State-Owned Enterprises and Capital Advisory Board (Bapepam) to contain
engineering elements so that they had to be sanctioned along with the auditors (Yura Syahrul,
2003). From the above phenomenon, we can see that there is a conflict of interest in company
management that is not in line with the interests of the principal. This phenomenon has been
explained in agency theory by Jensen and Meckling where 3 things cause agency conflicts,
namely differences in the interests of principals and agents, lack of supervision by principals,
and information asymmetry (Jensen & Meckling, 1976). For mitigating this conflict, costly
supervision is needed which is called agency cost. The relationship between the two entities
occurs when the shareholders (principal) hire a manager (agent) and give him the authority and
responsibility to make decisions which is called agency theory (Afriani, 2017).

Lack of supervision by principals of management actions results in high opportunities
for management to prioritize their interests. In monitoring the performance of management, the
company requires the role of the board of commissioners to oversee every performance and
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policy by company management that has been described in Laws of Limited Liability Company
(Undang-Undang Perseroan Terbatas) no 40 of 207 article 108 Financial Services Authorithy
(Otoritas Jasa Keuangan Republik Indonesia, 2007). A facultative audit committee is formed
by the board of commissioners to assist with the duties and responsibilities of overseeing
management actions. Recommending public accountants for companies is a critical and
important task by the audit committee which is also described in Financial Servies Authority
(Otoritas Jasa Keuangan) regulations no. 55 of 2015 Capital Market Supervisory Agency and
Financial Institution (Badan Pengawas Pasar Modal dan Lembaga Keuangan, 2012). This task
is one of the important tasks because the chosen public accountant must have high independence
which will give birth to an honest audit opinion.

Several researchers have examined the composition of the board of commissioners
against agency costs such as research by Pratiwi (2017), and Sitompul (2019), that found the
board of commissioners with a small size would result in effective supervision that affected the
audit fee, it was also explained the difficulty of communication if the composition of the board
of commissioners was too large causing the agency cost to be higher, whereas Surjawati,
Rossyati, & Widowati (2015), who found that there was no influence of the board of
commissioners on agency cost because the company's management had gone well so that the
agency cost to be borne by the company was not influenced by the composition of the board of
commissioners.

The size of a company is considered capable of influencing agency cost. The size of a
company is valued based on assets, sales, and market capitalization. According to Septiawan &
Wirawati (2016), the bigger a company is, the level of moral hazard occurs where managers
use incentives to prioritize their interests that are not in the work contract. Research by Annisata
dan Fitriany (cite in Irwansyah, Lestari, & Adam, 2020), revealed the results that in large
companies, management's actions are considered to be more prudent than the management of
small-sized companies, which is characterized by having a significant effect on agency cost,
but according to Immanuela (2014), the agency cost of the company itself is not influenced by
the size of the company, which is explained by large companies that do not have difficulties in
funding which encourages company management to not be careful in using discretionary
expense.

The capital structure consists of debt and equity, a company can run or operate if it has
a source of funding or capital. According to Zheng (2013), the existence of a good capital
structure can minimize agency conflicts between principals and agents, so it can be said that
the use of a good capital structure can reduce agency costs. The use of debt in the company is
alleged to reduce agency costs, with the increase in corporate debt, company managers are
required to pay off debts with free cash flow. According to Jaelani (2017), the use of debt can
minimize the manager's actions on unnecessary expenses so that the manager's self-interest can
be overcome. Theoretically, the more the board of commissioners, the company's agency cost
will decrease to save more on these expenses. Similarly, an increased audit committee
composition can reduce the company's agency costs because of the audit committee's role as a
tool for assisting the board of commissioners in overseeing the performance of company
management. Firm size and capital structure are also felt to affect the company's agency costs
theoretically, where large companies have a high level of complexity compared to small
companies, which requires more effort for public accountants to audit the company, allowing
companies to spend more agency costs. than small companies. Debt is one element of the capital
structure where with debt, management is more careful in using company funds for their
personal interests to reduce agency costs to monitor their actions. Researchers want to develop
this research through previous studies by adding capital structure variables rarely studied and
choosing audit fees to measure agency costs, which are rarely used in previous studies. The
purpose of this research is to existence of a phenomenon or agency case in Indonesia and
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differences in the results of previous studies have encouraged researchers to examine the effects
of all independent variables in this study on agency cost. So based on the background
explanation above, this study will examine whether agency cost through audit fees can be
influenced by the board of commissioners, audit committee, company size, and capital
structure.

According to Jensen & Meckling (1976), agency cost is an expense in the form of fees
charged to the principal for overseeing the actions of an agent or manager which is divided into
3 types, namely, bonding costs, monitoring costs, and residual loss. This study measures the
dependent variable agency cost with an audit fee where the audit fee is one component of the
agency cost from the type of monitoring cost. Due to the difference in interests between
management and the principal, it causes a decrease in the welfare of the principal, resulting in
what is called residual loss (Jensen & Meckling, 1976). Agency cost, which is proxied by the
company's audit fee, is expected to be able to unify management and principals based on their
interests and priorities so that the company's management will act according to the wishes and
interests of the principals as reflected in the company's financial statements. According to
Destriana (2015), agency theory describes company management as not an entity that is fair
and wise in making decisions because management will act with full awareness for their
interests which does not prosper the principal. Therefore, good quality of supervision needs to
be given to company management, where this supervision will be carried out by an appointed
or selected public accountant who will cost according to the complexity of the company which
is called an audit fee which is included in the agency cost category, namely monitoring cost.

The audit fee is part of agency cost which is included in the type of cost monitoring.
Audit fee according to Sukrisno (2012), is a form of reciprocity for services in the form of fees
provided by clients, namely companies to auditors who are public accountants. This audit fee
functions to supervise the actions of company management on their behalf through an
examination of the financial statements. According to DeAngelo (1981), an audit fee is a form
of reciprocal cost that is measured on several aspects of the audit work which can be said to be
varied costs. Low audit fees given to auditors may lead to acts of disobedience to policies or
code of ethics as a public accountant (Cristansy & Ardiati, 2016). Therefore, in determining
fees, auditors need to pay attention to many aspects such as complexity, the amount of time
given by the company that has been listed in IAPI Decree No. 24 of 2008. To reduce agency
conflict, monitoring of management actions is needed, by issuing a high audit fee, the quality
of the audit provided to supervise management actions through financial reports will be higher
(Hapsari & Laksito, 2013).

The difference in interests that is a problem between management and principals can be
reduced by the existence of corporate governance, of which the board of commissioners is a
part. One of the functions of the board of commissioners is the monitoring function in which
the board of commissioners ensures, supervises, and directs the company's management to act
to meet the welfare of the principals, namely improving company performance, and eliminating
agency problems between principals and management, the role of the Board of Commissioners
is also expected to reduce agency cost (Wijayati, 2015). Research by Sitompul (2019), found
that the audit fee increases with the increase in the composition of the board of commissioners,
which is indicated by the audit fee being significantly influenced by the size of the board of
commissioners which is similar to research by Chandra (2015), which shows that the audit fee
results are positively influenced by the size of the board of commissioners. The board of
commissioners is measured by the number of the company's commissioners, and the following
hypothesis is concluded:

Hi: The composition of the company's board of commissioners has a significant effect on
agency cost.
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According to Badan Pengawas Pasar Modal dan Lembaga Keuangan (2012), in assisting
and maximizing its supervisory function, the board of commissioners establishes a facultative
audit committee which is fully explained through the Decision of the Chairman of BAPEPAM
no 29 of 2004. According to research by Ayu & Septiani (2018), where the researcher argues
that an audit committee with a large composition will demand high audit quality so that the
audit fee will increase, which is indicated by the significant effect of the audit committee on the
audit fee. A high level of independence and a qualified KAP reputation and reputation is the
choice of the audit committee as the company's public accountant which is expected to have
good performance by the auditors which will affect the audit fee borne by the company.
According to Nugroho (2017), the high composition of the audit content makes the audit fee
even higher because it can maximize supervision of the company management and also
demands a high-quality audit by the appointed public accountant. The audit committee is
measured by the composition of the audit committee of each company and based on the
explanation above, the resulting hypothesis is as follows:

H>: The composition of the company's audit committee has a significant effect on agency cost

The size or size of a company can be seen from the company's total assets which are
considered to affect agency cost as measured by the company's audit fee. Firm size is proxied
using the natural logarithm of total assets as in the same study by Hasan (2017), where the
researchers found that company size influences audit fees. According to Wiratmaja & Haryani
(2014), large companies will make more transactions and the high level of company complexity
causes the need for more time to be audited by public accountants than small companies so that
it will affect the audit fees charged by the company. In Ikatan Akuntan Publik Indonesia (2016),
the audit fee will relate to the timing of the audit and the composition of the staff conducting
the audit. Based on the description above, the following hypothesis can be formulated:

Hs: Firm size has a significant effect on agency cost

A company can operate if it has a source of funding in the form of debt and equity which
is included in the capital structure. The existence of debt borne by the company can encourage
managers to act in the interests of the principal and if the level of debt of a company is high,
the control and supervision by creditors of the company will also be tighter. (Godfrey et al
2010). And with this increased supervision, agency problems can be reduced and agency costs
can be reduced (Lastian, 2015). The capital structure will be measured using the Debt to Asset
Ratio (DER), which according to Romadhoni & Sunaryo (2017), this ratio is a reflection of the
company's ability to meet its obligations. In Maryam (2018), found the results that capital
structure has a significant positive effect on agency cost, which is inversely proportional to
research by Pujawati & Surasni (2019), by showing the result that there is no effect of capital
structure on agency cost, which means that the use of debt as measured by DER does not have
a major impact on reducing agency cost. From the explanation above, it can be concluded that
the hypothesis is as follows:

Ha: Capital structure has a significant effect on agency cost

So that through the theoretical study above, this research is expected to be able to answer
the effect of all the above independent variables on agency cost. Where according to research
the audit fee can increase along with the increasing composition of the board of commissioners
which demands a good audit quality. The company audit committee is expected to be able to
minimize agency costs through the supervisory function which is the main task of the audit
committee which encourages management to act in the interests of the principal. The size of
the company is also expected to be able to influence the agency cost which is proxied by using
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an audit fee where a large company has a high level of difficulty and complexity which requires
considerable time and effort to carry out an audit which will affect the audit fee that must be
borne. And the capital structure variable is also expected to be able to influence the company's
agency cost where debt and equity are a type of capital structure that a company uses to fund
the company in carrying out its performance so that company management is expected to be
able to be careful in using this capital so that the agency cost borne by the company can be
reduced. By these explanation, it can be concluded that the hypothesis is as follows:

Hs: Board of commisioners, audit committee, company size and capital structure

simultaneously influence agency costs.

The explanation above can be described as a framework of thought as follows:

\
H>

Board of Commissioners (X1)

]

Audit Committee (X2) — ) Agency Cost
Firm Size (Xs) g ;
Hy

\

Capital Structure (X4)
| Hs

Figure 1. Research Conceptual Framework

RESEARCH METHODOLOGY
This research adheres to a quantitative research system using descriptive methods. The
research object used by the author is the 100 best wealth-creators companies in Indonesia in
2019 as published in SWA Magazine, July 13, 2019 edition, with financial reports and annual
reports of research objects through secondary data as instruments. The research data was tested
using several data analyzes such as Descriptive statistical test. This study also tested the data
using correlation test, classical assumption test, multicollinearity test, determination coefficient
test (R-Square), F test, and partial test (t-test) to be processed using SPSS 23 software and the
results of this test will be presented in the results and discussion section. The normality test in
this study used a histogram graph, normal p-p plot, and one sample k-s. Determination of the
research sample using purposive sampling method with the following criteria:
1. The 100 best wealth creators companies in Indonesia in 2019 according to the July 13,
2019 edition of SWA Magazine.
2. Has an annual report of the 100 best wealth creators companies in Indonesia in 2019, which
has been audited by the SWA Magazine, July 13 2019 edition.
3. Include the data needed by researchers in the financial and annual reports of the 100 best
wealth creators companies in Indonesia in 2019, according to the July 13 2019 edition of
SWA Magazine.

Table 1- Sample Selection Criteria
Data Criterias Number of Samples

The 100 best wealth creators companies in Indonesia in 2019 according to the 100
July 13, 2019 edition of SWA Magazine.
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Data Criterias Number of Samples
Research data companies that upload financial reports on the Indonesia Stock 100
Exchange
Companies that disclose the data needed by researchers through the sample 57

companies' annual reports

Based on the Table above, it is found that 57 companies selected as samples in this study
are publicly listed companies or companies that have been listed on the Indonesia Stock
Exchange.

To test the hypothesis, this study produces a regression model as follows:
AC=a + f1BOC + f2ACOM + B3FISI+ SaDER + € oo )

With the following explanation:
AC = Agency Cost
BOC = Board of Commissioners
ACOM = Audit Committee
FISI = Firm Size
DER = Capital Structure
Then the results of the data analysis will be explained in the topic of results and discussion.

RESULT AND DISCUSSION

This study has fifty-seven (57) samples which were gathered from the top 100 wealth
creators companies listed in Indonesia Stock Exchange. The following are the descripitive
results of the data gathered:

Table 2 - Descriptive Statistical Analysis

Variable N  Minimum Maximum Mean  Std. Deviation
Board of Commissioners 57 3 10 5,34 1.78
Audit Committee 57 3 5 3,42 0.63
Firm Size 57 28,69 34,33 31,11 1.33
Capital Structure 57 0,03 7,06 1,83 1,86
Agency Cost 57 19,4 24,72 21,76 1,26

The Table 1 above shows the descriptive analysis (minimum, maximum, mean, and std.
deviation) of each variable in the study. The board of commissioners modeled as BOC has an
average value of 5.34, audit committee variable is modeled as ACOM has an average value of
3.42, with a minimum value of 3 which means that all research sample companies have
complied with the regulations set with a minimum number of audit committee members as
many as 3 people, size of the company with the FISI model has an average value of 31.11,
capital structure which is measured and modeled as DER has an average value of 1.83, and the
agency cost with the AC model as measured by the audit fee of the research sample companies
has an average value of 21.76.
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Through the histogram graph, it can be seen that the curve tends to be symmetrical so
that the data in this study is normally distributed where there is no extreme right or left slope.

Normal PP Plot of Regression Standardized Residual
Dependent Variable. Audit Fee

Espected Cum Prob

Coserved Cum Preb

Figure 2. Normal P P Plot

The data processed in this study spread around and follows the direction of the diagonal
line so that it meets the assumption of normality.

Table 3. One Sample K S Test
Unstandardiz ed Residual

N 57
Normal Parameters®? Mean .000000
Std. Deviation 1.00496348
Most Extreme Differences  Absolute 102
Positive 102
Negative -.065
Test Statistic 102
Asymp. Sig. (2-talled) .200°d

a. Test distribution is Normal

b. Calculated from data

c. Lilliefors significance Correctio

d. This is a lower bound of the true significance

Then the significance value of Asymp. Sig (2 tailed) this research data is greater than
0.05 (Asiymp. Sig (2 tailed)> 0.05) then it fulfills the assumption of normality.

Table 4 — Multicollinearity Test

Model Tolerance VIF
Board of Commissioners 0,780 1,238
Audit Committee 0,749 1,335
Firm Size 0,738 1,355
Capital Structure 0,731 1,369

Dependent Variable: Audit Fee

Based on the results from table 2 of the multicollinearity test, in this study found that
the VIF value of the four independent variables is less than 10 (VIF <10) and the tolerance
value is greater than 0.1 (tolerance> 0.1), so there is no multicollinearity.

155



THE EFFECT OF BOARD OF COMMISSIONERS, AUDIT COMMITTEE, COMPANY SIZE, AND
CAPITAL STRUCTURE ON AGENCY COSTS: INDONESIA PERSPECTIVE
Deo Dio Du Simanjuntak and Judith T. Gallena Sinag

Table 5 — Autocorrelation Test Durbin Watson

Adjusted R Std. Error of the
Square Estimate

0. 610? 0,373 0,324 1,04290 1,990

R R Square Durbin-Watson

The last classic assumption test is the autocorrelation test using Durbin Watson's
analysis. It can be said that there is no autocorrelation if the value of DW> DU and (4-DW)>
DU. From the tabel 3, the data has been processed, the resulting DW value is 1.990, with a DU
value in the table of 1.7253 so that the conditions for not autocorrelation are met where the DW
value (1.990)> DU (1.7253) and the value of 4-DW (4 - 1.990) > DU (1.7253).

The effect of board commissioner on agency costs
Board commissioners (BOC) play a vital role in mininimzing agency costs. BOC’s
supervision implies a proper control in monitoring company’s activities.

Table 6 — Correlation
Adjusted R Std. Error of the

R R Square Durbin-Watson

Square Estimate
0.473 0.223 0.209 1.05776 1.869
Regression Analysis
Variable Unstaptjardized Significance
Coefficients (B) Value (a = 5%)
Board of Commissioners 0,311 0,000

Based on the Table above the results of the significant value where partially the board
of commissioners can significantly influence agency cost with a value of 0.000. The agency
cost of a company is considered to increase with the increase in the composition of the board
of commissioners, which is interpreted as the greater the composition of the board of
commissioners of a company, the higher the audit fee will also increase where high audit quality
is demanded by the board of commissioners of public accountants and H; is accepted. With
research results that are supported from several previous studies by proprietary research
Chandra (2015), and Sitompul (2019), the board of commissioners found and its significant
effect on agency cost, which is proxied by the audit fee where the study revealed that the board
of commissioners was able to reduce agency costs through the supervision provided to
management. Different results are obtained by Gul, Sajid, Razzaq, & Afzal (2012), where the
board of commissioners with a smaller number is considered more effective in reducing agency
costs and the supervisory function itself can be carried out more neatly. The same thing is
obtained by Fatahillah (2018), where there is a positive influence on agency costs by the board
of commissioners so that it can be said that through this study the increasing size of the board
of commissioners is not effective in reducing agency costs. This study revealed different results,
where the greater the composition of the company's board of commissioners, the company's
agency cost also increases, which is indicated by a tendency to lack supervision, monitoring,
and control of company activities.

The effect of audit committee on agency costs
Audit committee members have the right to hire external auditors for lessening
assymetric information.
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Table 7 — Correlation
Adjusted R Std. Error of the

R R Square Durbin-Watson

Square Estimate
0.231 0.053 0.036 1.16794 1.840
Regression Analysis
Variable Unsta_n(_jardized Significance
Coefficients (B) Value (o= 5%)
Audit Committee -0,385 0,083

By the regression table above, the significance value of audit committee is 0,083 so
partially agency cost cannot be influenced by the company's audit committee. In other words,
the composition of the audit committee of a company is considered less effective in minimizing
the agency cost proxied by the company's audit fee. The high composition of the audit
committee does not affect the effectiveness of monitoring financial statements so that it does
not require a long audit time, and it does not affect the audit fee, thus H> is rejected. This
research is appropriate and supported by research results according to Pratiwi (2017)); Krisnauli
& Hadiprajitno (2014); Audinia (2017), according to those study, the composition of the audit
committee does not have a significant effect, which shows that the company complies with
regulatory formalities. Deviant results are obtained by Hastori, Siregar, Sembel, & Ahmad
Maulana (2015), where there is a positive influence of the audit committee on agency costs
where the audit committee itself does not have an effective effect on reducing agency costs and
it can also be said that ineffective supervision by the audit committee can affect the agency
costs issued by the company. This study indicated with the average audit committee of all
sample companies of 3.42, so it indicates the ineffectiveness of the audit committee in carrying
out its duties to assist the board of commissioners and this shows the ineffectiveness of the audit
committee in carrying out its duties to supervise management activities to assist the board of
commissioners so that it does not have a significant effect on auditors' duties and the length of
audit time does not affect the audit fees charged.

The effect of company size on agency costs
Company size is another factor that affects agency costs. Company size is represented
by total assets
Table 8 — Correlation

Adjusted R Std. Error of the

R R Square Durbin-Watson

Square Estimate
0.608 0.370 0.359 0.95250 1.977
Regression Analysis
Variable Unsta_nt_jardized Significance
Coefficients (B) Value (o = 5%)
Firm Size 0,687 0,000

The size of a company affects the agency cost. The size of a company is measured by
the number of total assets, so the level of complexity of the company's financial statements can
be reflected in the size of the company so that the audit fee incurred will be in line with the size
of the company so that through the results of this study Hs is accepted. The results of Harahap
(2011) research reveal a relationship that has no effect because the size of a large company is
judged by the number of assets owned by the company which can later be used for personal
interests by the company's management which complicates supervision which will increase
agency costs. According to Yulianti, Agustin, & Tagwa (2019), audit fees charged to large
companies are much higher than small companies because of the higher complexity and require
a longer audit time than small companies so that it will affect the company's audit fees.
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Emphasized also by Wiratmaja & Haryani (2014), large companies do a lot of transactions so
that the company is also increasingly complex, and auditors need a lot of time and effort to
gather evidence that will strengthen their audit opinion and will have a direct influence on the
audit fees charged to the auditees. This research is also in line with the research of Immanuel
& Yuyetta (2014), who found similar results.

The effect of capital structure on agency costs
Capital structure is represented by debt-to-equity (DER),

Table 9 — Correlation
Adjusted R Std. Error of the

R R Square Square Estimate Durbin-Watson
0.175 0.031 0.013 1.18182 1.684
Regression Analysis
Variable Unsta_n(_jardized Significance
Coefficients (B) Value (o= 5%)
Capital Structure -0,293 0,000

Meanwhile, through the significance value obtained, it was found that agency cost was
partially influenced by capital structure with a value of 0.000 as significance values. One of the
other factors that can influence agency cost is the capital structure. A company is able to run if
it has capital that comes from debt and equity and management are required to be able to manage
capital as effectively and efficiently as possible. In this study, it was found that agency cost,
which is measured through audit fees, is able to be influenced by the capital structure, which
means that management is able to manage capital well. With debt, management will be
motivated not to prioritize their own interests through unnecessary expenses so that the
company is able to pay off existing debts. The results of this study agree with the research
Jensen & Meckling (1976), where it is explained that debt is a mechanism that supports the
principal and agent to unite based on interests and priorities.

The effect of board of commissioner, audit committee, company size, and capital structure
on agency costs
Muliple regression analysis was used in analyzing the data. Correlation, coefficient of
determination, and regression are as follows:

Table 10 Correlation

R R Square Adjusted R Std. Error of Durbin- si
g Square the Estimate Watson g
0.749 0.561 0.527 0.81817 2.222 0.000

Meanwhile, the simultaneous correlation test in this study produces a significant value
of 0.000 and less than 0.05 (Sig. F change <0.05) so that the four independent variables
simultaneously correlate or are related to the dependent variable, namely agency cost as
measured by audit fees. , with a correlation coefficient value of 0.749 which is considered to
have a strong correlation by all independent variables with the dependent variable having a
strong relationship or correlation (R = 0.70-0.90). And through this research results found, Hs
is accepted where there is an effect simultaneously by the board of commissioners, audit
committee, company size, and capital structure on agency cost.
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Multiple Linear Regression Analysis
Based on the processed data, the results of the regression analysis are as follows:

Table 11 - Hypothesis Test Results

Variable Unsta_nc_iardized Significance
Coefficients (B) Value (o= 5%)
Board of Commissioners 0.311 0.000
Audit Committee -0.385 0.083
Firm Size 0.687 0.000
Capital Structure -0.293 0.000

Through the data analysis carried out, the regression model obtained from the data is as
follows:

AC =0.562 + 0,311 BOC - 0,385 ACOM+ 0,687 FISI — 0,293 DER + € .....cecvvvvrrnrnnn. (2)

CONCLUSIONS AND SUGGESTIONS

Partially, this research concludes that the composition of the board of commissioners of
a company is able to influence the agency costs borne by the company as measured by the audit
fee. The increase in company audit fees was followed by an increase in the composition of the
board of commissioners, where there was a tendency for a lack of supervision related to
management activities. The second variable of this study, namely the audit committee, does not
have a significant effect on agency cost. The task of the committee is to help maximize the
duties of the board of commissioners. This study concludes that the audit committee is less
effective in carrying out its duties to supervise management performance so that it is unable to
influence the audit fee.

Company size is one of the factors that can influence the agency costs of the company
in this study. The company's audit fee is a variable expense that is determined based on several
aspects, one of which is the complexity of the company, a large company is a complex company
so that it requires considerable time and audit effort so that it will affect the audit fee charged
to the company. And another factor that can trigger agency cost is the capital structure.
Companies use capital in the form of debt to carry out their operations, companies with high
debt levels encourage management to act carefully in disbursing funds so that actions for
personal gain can be minimized and agency costs can be reduced.

And through this research, it is concluded that the board of commissioners, audit
committee, company size, and capital structure simultaneously can influence agency cost. And
this study suggests companies increase supervision and control by the board of commissioners
and audit committee on management activities in order to reduce agency costs. For further
researchers, can replace the object of research and develop it on recent objects and develop
research through other factors that are deemed capable of influencing agency costs and which
have rarely been previously studied.
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