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Abstract Keywords
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This study aims to analyze the effect of the influence of internal : X
effectiveness of internal control;

auditor competence and the effectiveness of internal control on the . : )
quality of financial statements with professional skepticism as a  quality of financial reports
moderating variable. The population in this study were 35 5

respondents at the Inspectorate of the Ministry of Youth and ABIRCU

Sports. The sampling technique in this study is a saturated sample

technique. The sample in this study was 35 respondents based on

the Functional Position of Auditor and/or Supervision for the

Implementation of Government Affairs (JFT) at the Inspectorate

Office of the Ministry of Youth and Sports. The results in this study

indicate that the competence of internal auditors and the

effectiveness of internal control have a positive and significant

effect on the quality of financial reports. This study proves that

professional skepticism moderates the effect of internal auditor

competence and the effectiveness of internal control on the quality

of financial reports. Therefore, for further researchers to be able

to conduct an ethnographic study.

l. Introduction

The Ministry of Youth and Sports is required to adapt to good governance and public
sector management reforms through new public management with three main principles,
namely professionalism, transparency and accountability. This is interpreted by reforming
financial management through planning and budgeting, treasury (budget implementation
and reporting, and accountability).

Accountability in the 2021 Government Accounting Standards is to account for the
management of resources and the implementation of policies entrusted to reporting entities
in achieving the goals that have been set periodically. The Ministry's Financial Reports are
reviewed by internal and external parties. Internal inspections are routine inspections by
the Government Internal Supervisory Apparatus (APIP) in work units, which are
conducted quarterly. And from external parties, the Ministry's Financial Statements are
routinely checked by the Supreme Audit Agency (BPK). Examination by BPK results in
follow-up reviews and reports that result in Audit Opinions. The financial report is a
transparent form of accountability from the government that carries the trust to the people
who give the mandate.

In the Conceptual Framework of Government Accounting Standards in 2021, it aims
as the basic concept of standard preparation and development of accounting standards in
the Government, both Central Government and Regional Governments. The standard
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contains a Governmental Accounting Conceptual Framework which is a reference for the
Government Accounting Standards Committee, financial report preparers, auditors and
users of financial statements in seeking solutions to problems that have not been regulated
in SAP. Whether or not the financial management carried out by the government can be
seen from the quality of its financial reports, the better the government's financial
management, the quality of financial reports will increase.

Alexander Marwata (2017) "KPK sees that the APIP control system is almost not
functioning. Because it is appointed and responsible to regional heads. It is not
independent,”. Criticizing the structure of the inspectorate's responsibility as a factor
causing corruption. The structure of the inspectorate's accountability to the head of the
local area is considered to make the supervisory agency of the regional government a
dwarf and not independent. In Perka BPKP No. 8 of 2021 concerning the implementation
of the Internal Control System, there is a concept of internal control that includes audit,
review, evaluation, monitoring, and other supervisory activities on the implementation of
organizational tasks and functions which generally aim to realize good governance. In the
organizational structure of the public sector in Indonesia, the internal control activities are
carried out by the Government Internal Supervisory Apparatus (APIP). Therefore, APIP
should carry out an integral process for actions and activities carried out continuously by
the leadership and all employees to provide adequate confidence in the achievement of
organizational goals through effective and efficient activities, reliability of financial
reporting, safeguarding state assets, and compliance with legislation. With the Internal
Control implemented by APIP, it is expected to improve the quality of the financial reports
of Ministries/Agencies. In Internal Control, it is necessary to have comprehensive
supervision over the duties and functions of each section, both in the central government
and in local governments.

BPK Regulation No. 1 of 2017 Law Number 15 of 2004 concerning Audit of State
Finance Management and Responsibility states that during the audit process, BPK has the
authority to obtain the data needed for inspection and the results of the examination must
be followed up by the Government. In this regard, BPK needs to monitor and inform the
results of the follow-up monitoring. When conducting an examination of the Central
Government Financial Statements (LKPP) and Regional Government Financial Reports
(LKPD), the Supreme Audit Agency always provides opinions to classify.

Table 1. LKKL and LKBUN Opinion Developments in 2016 — 2020

Opinion Years
2016 2017 2018 2019 2020
Unqualifed Opinion (UO) 74 80 82 85 85
Qualified Opinion (QO) 8 6 4 2 2
Disclaimer Opinion (DO) 6 2 1 1 -
Unreasonable Opinion (UO) - - - - -
Number of Reporting Entities 88 88 87 88 87

Based on the data above, it is known that in 2016 out of 88 reporting entities there
were 74 reports that received Unqualified Opinion, 8 obtained Qualified Opinion and 6
obtained Disclaimer Opinion. In 2020, out of 87 reporting entities, there were 85 reports
that received Unqualified Opinion, 2 obtained Qualified Opinion and O obtained
Disclaimer Opinion.
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BPK's findings on the Internal Control System of organizational units will influence
the opinion that will be generated. State ministries/agencies must implement effective and
better internal controls to improve the quality of financial reports. Therefore, to improve
the quality of government financial reports, it is necessary to implement a Government
Internal Control System. PP No. 60 of 2008 concerning the Government's Internal Control
System explains that, in order to achieve efficient, effective, transparent and accountable
management of state finances, the ministers/heads of institutions, governors and
regents/mayors are obliged to exercise control over the implementation of government
activities. Compliance with laws and regulations is an important element that is directly
related to the performance accountability of government agencies. With this in mind, it is
hoped that the accountability reports produced will be precise and appropriate in the
context of fulfilling obligations to the central government and public information needs.
However, local governments tend not to implement the legislation in question.

The Financial Statements of the Ministry of Youth and Sports received a Disclaimer
Opinion opinion twice in a row in 2015 and 2016 then received a Qualified Opinion
opinion in 2017 and 2018. This is because the administration and reporting of fixed assets
is still inadequate, namely there are assets that are reported in the financial statements with
details of assets that cannot be explained, fixed assets that cannot be detailed and whose
status is not yet clear, fixed assets that cannot be traced, and fixed assets that have no value
and have not been presented in the financial statements. The Ministry of Youth and Sports
received an Unqualified Opinion in 2019 because it has managed to account for
transparency and accountability well.

Asset ownership issues that were found by the Supreme Audit Agency (BPK) such as
"Findings on fixed assets whose whereabouts are unknown™ are presented in the Report on
the Examination Results of the Internal Control System at the Ministry of Youth and
Sports in 2015 to 2019 presented in the following table:

To be able to provide precise and accurate information, the required component is a
system that can be used in the context of providing information. To obtain the quality of
regional financial reports in accordance with Government Accounting Standards (SAP)
must go through the implementation of a good regional financial accounting system. The
results of the study (Komarasari, 2017) where the internal control system and human
resource capacity are components that affect the quality of financial reports.

This research is based on previous studies, such as Kintaatmaja (2015) and other
research conducted by Suaryana & Karsana (2017). The results of this study state that the
influence of the internal control system, understanding of the regional financial accounting
system, human resource competence and the application of SAP have an effect on
significantly positive on the quality of local government financial reports.

The difference between this study and previous research is the dimensions and time
of the study. Previous research was conducted at the DPPKAD Sukaharjo Regency and the
Bangli Regency Government. In this study, the authors add Professional Skepticism as a
moderating variable and conduct research at the Ministry of Youth and Sports.

I1. Research Method

In this study, the researcher uses quantitative research where the process of
extracting information is realized in the form of numbers as a tool to find information
about what is known. Quantitative research method is a research method based on the
philosophy of positivism which is used to examine certain populations or samples.
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I11. Result and Discussion

3.1 Validity and Reliability Test (Outer Model)
a. Validity Test

The results of the output factor loading of the application of an accrual-based
government accounting system, the application of an internal control system, a regional
financial accounting system on the quality of financial reports and their impact on
performance accountability can be seen in the following figure:

:

Figure 1. Outer Loading Research
The results of the loading factor above, it can be concluded that it has a high
convergent validity value, then the indicator that has a loading factor is above 0.5 so that
the indicators are valid.

Table 1. Convergent Validity Test Results

Variable Dimension Indicator | Loading Information
Factor

Auditor knowledge X.1.1 0,795 Valid
Competence X.1.2 0,834 Valid
(X1) X.1.3 0,924 Valid
Skill X.1.4 0,810 Valid
X.1.5 0,869 Valid
X.1.6 0,812 Valid
Attitude X.1.7 0,771 Valid
X.1.8 0,901 Valid
X.1.9 0,775 Valid
X.1.10 0,794 Valid
Effectiveness | Control X.2.1 0,305 Valid
of Environment X.2.2 0,353 Valid
Government X.2.3 0,340 Valid
Internal X.2.4 0,239 Valid
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Control (X2) X.2.5 0,318 Valid
X.2.6 0,288 Valid

Risk Assessment X.2.7 0,361 Valid

X.2.8 0,393 Valid

Control Activities X.2.9 0,444 Valid

X.2.10 0,491 Valid

X.2.11 0,618 Valid

X.2.12 0,500 Valid

X.2.13 0,583 Valid

X.2.14 0,397 Valid

Information and | X.2.15 0,536 Valid
Communication X.2.16 0,528 Valid

Skeptisme Questioning Mind | Z.1 0,629 Valid
(2 Z.2 0,574 Valid
Z.3 0,637 Valid

Suspension of | Z4 0,639 Valid

Judgment Z5 0,627 Valid

Z.6 0,499 Valid

Search For | Z.7 0,535 Valid

Knowledge Z.8 0,564 Valid

Z9 0,507 Valid

Interpersonal Z.10 0,507 Valid
Understanding Z11 0,548 Valid

212 0,610 Valid

Z.13 0,648 Valid

Z.14 0,728 Valid

Z.15 0,595 Valid

Self Determination | Z.16 0,478 Valid

Z.17 0,694 Valid

Z.18 0,527 Valid

Report Relevant Y.l 0,744 Valid
Quality (Y) Y.2 0,464 Valid
Y.3 0,677 Valid

Y.4 0,671 Valid

Y.5 0,574 Valid

reliable Y.6 0,659 Valid

Y.7 0,704 Valid

Y.8 0,519 Valid

Y.9 0,819 Valid

Y.10 0,622 Valid

Comparable Y.11 0,527 Valid

Y.12 0,475 Valid

understandable Y.13 0,670 Valid

Y.14 0,684 Valid
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b. Reliability Test
The following is a table of the results of testing composite reliability and Cronbach's
alpha from Smart PLS on each research variable:

Table 2. Reliability Test Results

Variabel Cronbach’s | Composite AVE Keterangan
Alpha Reliability
1.X1 0,949 0,957 0,689 | Reliabel
2.X2 0,963 0,966 0,643 | Reliabel
3.Z 0,963 0,967 0,617 | Reliabel
4.Y 0,957 0,962 0,645 | Reliabel
X1*Z 1,000 1,000 1,000 | Reliabel
X2*Z 1,000 1,000 1,000 | Reliabel

A variable is declared reliable if it has a composite reliability value above 0.70 and
Cronbach's alpha above 0.60. From the results of the data above, all variables have a
composite reliability value above 0.70 and Cronbach's alpha above 0.60. So, it can be
concluded that the indicators used in each variable have good reliability or are able to
measure the construct.

3.2 Evaluation of Goodnees of Fit Structural Model (Inner Model)

The structural model in PLS is evaluated by the value of R-Square (R2) using the
predictive-relevance (Q?) value. The predictive-relevance (Q?) value is calculated using the
following formula :

Q2=1-(1-R*% (1-R?%)...n

Q2=1-(0.831)
Q2=0.169
Table 3. R-Square Hasil Results
Variable R-Square
Financial Report Quality 0.831
Predivtive-Relevance (Q?) 0.169

The process of testing the structural model using the R-square (R2) value is a
goodness of fit model test. The coefficient of determination for the financial statement
quality variable gives an R-square value of 0.831 which means that the variability of the
construct of financial report quality which can be explained by the construct variable of
accrual-based government accounting standards application, internal control system
implementation, regional financial accounting system is 83.1% while 16.9 % is explained
by other variables not included in this research model.
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3.3 Evaluation of Goodnees
The following is an image explaining the path diagram for testing the hypothesis:

The complete hypothesis testing can be explained as follows;

Table 4. Hypothesis Testing Results

Original Sample gt;,r;ggg(:] T Statistics P Values
Sample (O) | Mean (M) (STDEV) (|JO/ISTDEV])
1.X1->4Y 0,336 0,280 0,169 1,986 0,048
2.X2->4.Y 0,346 0,255 0,192 2,176 0,018
X1*Z ->4.Y 0,340 0,044 0,298 2,033 0,031
X2*Z ->4Y 0,364 0,001 0,284 2,213 0,012

Based on table 4, the research equation model formed can be explained in the figure
like the model proposed in this study.

Auditor
Competence

Kompetensi
Auditor

Internal control

Skeptisme

The effect of the relationship of exogenous latn variables on endogenous latent
variables in the table above can be explained as follows;
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a. The Influence of Internal Auditor Competence on the Quality of Ministry's
Financial Reports

The path parameter coefficient obtained from the influence of the Internal Auditor
Competence variable on the Quality of Financial Statements is 0.336 with a t-statistical
value of 1.986> 1.689 with a significance level of = 0.05 (5%) then the t-statistical value is
greater than t-table. This means that Internal Auditor Competence has a significant and
positive effect on Professional Skepticism. The value of 0.307 in the parameter coefficient
means that the higher the Internal Auditor Competence, the better the quality of financial
reports. The results of this study support the first hypothesis (H1) that there is a significant
and positive effect of Internal Auditor Competence on the Quality of Financial Statements.

b. The Effect of Internal Control on the Quality of Ministry Financial Reports

The path parameter coefficient obtained from the influence of the Internal Control
variable on the Quality of Financial Statements is 0.346 with a t-statistical value of 2.176 >
1.689 with a significance level of = 0.05 (5%) then the t-statistical value is greater than t-
table. This means that Internal Control has a significant and positive effect on the Quality
of Financial Statements. The value of 0.346 on the coefficient parameter means that the
higher the Internal Control, the better the quality of financial reports. The results of this
study support the second hypothesis (H2) that there is a significant and positive effect of
Internal Control on the Quality of Financial Statements.

c. Professional Skepticism Strengthens the Influence of Internal Auditor Competence
on the Quality of Ministry Financial Reports

The path parameter coefficient obtained from Professional Skepticism Strengthens
the Effect of Internal Auditor Competence on the Quality of Financial Statements is 0.340
with a t-statistical value of 2.033> 1.689 with a significance level of = 0.05 (5%) then the
t-statistical value is greater than t-table. This means that Professional Skepticism
Strengthens the Effect of Internal Auditor Competence on the Quality of Financial
Statements. The results of this study support the third hypothesis (H3) that Professional
Skepticism is able to moderate the relationship of internal auditor competence to the
quality of the Ministry's financial statements. This means that the influence of the
competence of the Internal Auditor will be higher on the Quality of Financial Statements if
there is also the influence of Professional Skepticism.

d. The Effect of Professional Skepticism Strengthens the Effect of the Effectiveness of
Internal Control on the Quality of Financial Reports

The coefficient of the path parameter obtained from the Effect of Professional
Skepticism Strengthens the Effect of the effectiveness of internal control on the Quality of
Financial Statements is 0.364 with a t-statistical value of 2.213 > 1.689 with a significance
level of = 0.05 (5%) then the t-statistical value is greater than t-table. This means that the
influence of professional skepticism strengthens the effect of the effectiveness of internal
control on the quality of financial statements. The value of 0.364 on the coefficient of the
parameter means the Effect of Professional Skepticism Strengthens the Effect of the
effectiveness of internal control on the Quality of Financial Statements. The results of this
study support the fourth hypothesis (H4) that Professional Skepticism is able to moderate
the relationship between the effectiveness of internal control and the quality of the
Ministry's financial statements.
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3.4 Discussion
a. The Influence of Internal Auditor Competence on the Quality of Financial
Statements

Internal Auditor Competence has a significant and positive effect on the Quality of
Financial Statements. This means that the higher the Internal Auditor Competence of an
agency, the better the Quality of Financial Reports will be. Human resource capacity can
help to generate information. So that in the financial reporting process, human resources
play an important role in improving the quality of financial reports in the presentation of
financial statements. Therefore, the quality of financial reports will automatically increase.

According to Husna (2013) in Pramudiarta & Juliarto (2015), states that: Human
resources who are supported by an accounting education background, often attend
education and training, and have experience in finance in implementing accounting
systems, competent human resources will Able to understand accounting logic well. The
competence of human resources itself is very instrumental in producing quality (reliable)
information. If the human resources who carry out the accounting system are not
competent and have the required capacity, it will cause obstacles and the implementation
of the accounting function, and finally accounting information as a product of the
accounting system, the quality will be poor. The resulting information becomes
information that lacks or has no value, one of which is reliability.

The results of this study strengthen the results of previous research conducted by
Usman, Sudarma, Habbe, & Said (2017) whose research results conclude that auditor
competence has a positive and significant effect on audit quality.

Research conducted by Kintaatmaja (2015) shows that the influence of internal
control, understanding of the accounting system and human resource capacity have a
significant simultaneous effect on the quality of financial statement information. Ramlah,
Syah, & Dara (2018) suggest that audit quality can be achieved if the auditor has good
competence. Another study conducted by Nandari & LatriniFerdinand, Syaifuddin, Dali, &
Masud (2019) stated that competence has positive effects on audit quality but is
insignificant. Different research results are stated by Sagara (2015) which states that
competencies of human resources do not have significant effects on the quality of the
financial reporting.

b. The Influence of Internal Auditor Competence on the Quality of Financial
Statements

Internal Auditor Competence has a significant and positive effect on the Quality of
Financial Statements. This means that the higher the Internal Auditor Competence of an
agency, the better the quality of financial reports. The capacity of human resources is a
very important thing in the government to achieve the objectives of financial statements.
Human resource capacity can help to generate information. So that in the financial
reporting process, human resources play an important role in improving the quality of
financial reports in the presentation of financial statements.

According to Husna (2013) in Pramudiarta & Juliarto (2015), states that: Human
resources who are supported by an accounting education background, often attend
education and training, and have experience in finance in implementing accounting
systems, competent human resources will Able to understand accounting logic well. The
competence of human resources itself is very instrumental in producing quality (reliable)
information. If the human resources who carry out the accounting system are not
competent and have the required capacity, it will cause obstacles and the implementation
of the accounting function, and finally accounting information as a product of the
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accounting system, the quality will be poor. The resulting information becomes
information that lacks or has no value, one of which is reliability.

The results of this study are the same as the results of research conducted by
Yendrawati, (2013); Kintaatmaja (2015); Ramlah, Shah, & Dara (2018); Ferdinand,
Syaifuddin, Dali, & Masud (2019); Iskandar & Setiyawati (2015); Setiyawati, Iskandar, &
Basar (2018); Suaryana & Karsana (2017), where the results of their research conclude that
there is a positive and significant influence on the competence of internal auditors on the
quality of financial reports.

The results of this study are different from the results of research conducted by
Sagara (2015) and Kesuma, Anwar, & Darmansyah (2017) where the results of his
research found that the competence of internal auditors had no effect on the quality of
financial reports.

c. Professional Skepticism is able to moderate the relationship between the
competence of internal auditors and the quality of the Ministry's financial reports

Based on the test results before being moderated, the competence of the internal
auditor has a significant effect on the quality of the ministry's financial statements and after
being moderated with professional skepticism, the competence of the internal auditors has
an effect on the quality of the financial statements. So in this case professional skepticism
Is classified as quasi-moderation which strengthens the influence of internal auditor
competence on the quality of ministry financial reports.

Professional Skepticism is able to moderate the relationship between the competence
of internal auditors and the quality of the Ministry's financial reports. This means that the
effect of auditor competence on the quality of financial statements will be higher if there is
a variable of skepticism in an auditor. A previous study said by Baharud-din, Shokiyah, &
Ibrahim, (2014), that competence is related to a person's ability to perform a job or task
based on the level of education, professional experience, and efforts to develop skills on an
ongoing basis. Therefore, continuous competence is needed to improve the quality of
audits produced by auditors (Efendy, 2010). Auditors with higher educational backgrounds
have more knowledge and understanding of the disciplines studied by auditors.

Skepticism is an individual trait, it can be in the form of innate (trait), which is a
stable and long-lasting aspect in an individual and also situational (state), namely a
temporary condition that is influenced by the situation of Hurtt, Eining, & Plumlee, (2003).
Within the framework of professional skepticism, innate skepticism and situational
skepticism will form a skeptical mindset and a skeptical mindset will form skeptical
actions.

According to Tuanakotta (2012), the elements of professional skepticism in the IFAC
definition: 1) a critical assessment — there is a critical assessment, not taking it for granted;
2) with a question mind — with a way of thinking that keeps asking and questioning; 3) of
the validity of audit evidence obtained — the validity of the evidence obtained; 4) alert to
audit evidence that contradicts — be alert to contradictory evidence; 5) brings into question
the reliability of documents and responses to inquiries and other information; and 6)
obtained from management and those charged with governance.

The results of this study are in line with research conducted by Carpenter & Reimers,
(2013) whose research results conclude that professional skepticism is a relatively easy and
inexpensive way to increase the effectiveness of auditors' fraud assessments.

While the research that does not support the results of this study is from Triono
(2021) which states that professional skepticism has no effect on audit quality. Gender
differences also have no effect on auditor skepticism because male and female auditors
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have the same job, male and female auditors have the same judgment or judgment when
assessing audit considerations, individual audit results are not influenced by each other's
behavior, role, and emotional level. -each individual gender.

d. Professional Skepticism is able to moderate the relationship of internal control to
the quality of the Ministry’'s financial reports

Based on the test results before being moderated, internal control has a significant
effect on the quality of the ministry's financial statements and after being moderated with
professional skepticism, internal control has an effect on the quality of financial reports. So
in this case professional skepticism is classified as quasi-moderation which strengthens the
influence of internal control on the quality of ministry's financial reports.

Professional Skepticism is able to moderate the relationship between the
effectiveness of internal control and the quality of the Ministry's financial reports. This
means that the influence of internal control on the quality of financial reports will be
higher if there is professional skepticism in the auditor. The State Financial Auditing
Standard (2007) states that audit quality is the result of an examination containing
weaknesses in internal control, fraud, deviations from the provisions of laws and
regulations, and inappropriateness, which is accompanied by a response from the
leadership or official responsible for the entity being audited. Feedback relates to findings,
and recommendations and planned corrective actions. According to DeAngelo (1981) audit
quality is reflected in the probability that the auditor can find and then report his findings
in the audit report. Therefore, audit quality will be reflected in the findings reported by the
auditor. The following factors, namely competence, task complexity and professional
skepticism of auditors according to previous studies can affect audit quality.

DeAngelo (1981) states that audit quality is all the possibilities where the auditor
when auditing the client's financial statements can find violations that occur in the client's
accounting system and report the findings in the audited financial statements.

The results of research conducted by Sawitri, Dewi, Wirakusuma, Rasmini, &
Ramantha (2020) found that making audit judgments by auditors was influenced by factors
within the auditor, namely professional skepticism, locus of control, and auditor integrity
which had a positive effect on audit judgment.

While research that does not support the results of this study is from Muslim, Rahim,
Pelu & Pratiwi (2020) stating that auditor professional skepticism as a moderating variable
is not able to strengthen the effect of audit fees on audit quality. Furthermore, the auditor's
professional skepticism as a moderating variable is also not able to strengthen the effect of
audit risk on audit quality.

V. Conclusion

Internal Auditor competence affects the quality of the Ministry's financial reports.
This means that the higher the competence of an agency's auditors, the better the quality of
financial reports. Internal control has a significant and positive effect on the quality of
financial statements. This means that the better the effectiveness of internal control will
improve the quality of financial reports. The achievement of the WTP audit opinion is
evidence that the implementation of the internal control system has been implemented and
implemented properly. Professional Skepticism is able to moderate the relationship
between the competence of internal auditors and the quality of the Ministry's financial
reports. This means that the influence of the competence of internal auditors on the quality
of the Ministry's financial statements will be higher if there is professional skepticism in an
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auditor. Professional Skepticism is able to moderate the relationship between the
effectiveness of internal control and the quality of the Ministry's financial reports. This
means that the effect of the effectiveness of internal control on the quality of the Ministry's
financial statements will be higher if there is professional skepticism in the auditors.
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