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Abstract - Unqualified opinion from audit board is one of the indicators for the success of good governance and is a 

mandatory requirement of local governments to be included in the assessment in order to obtain Regional Incentive Funds. 

This study aims to identify determinants of unqualified opinion from audit board. To avoid research bias, this study uses the 

opinion of the previous year as a moderating variable. Research variables are Internal Control System (Int), Compliance to 

the law and regulations (Comp), and Follow up the result examination (Flw). Findings of the research are internal control 

system, compliance with laws and regulations and the follow-up of the results of simultaneous and partial audits did not 

significantly influence the audit board’s opinion in the provinces of West Kalimantan, East Kalimantan and West Sumatra. 

But the audit board’s opinion in the previous year has been able to moderate all regressors. 
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I. INTRODUCTION 

 

Unqualified opinion from audit Board is the ideally 

state financial managers. Ministries, state institutions 

and regional government officials are competing to 

obtain this opinion. Moreover, the government makes 

an unqualified opinion as one of the benchmarks for 

the success of good governance. Since 2018, 

unqualified opinion is a mandatory requirement of 

regional governments to be included in the 

assessment of obtaining a Regional Incentive Fund. 

The audit board also submitted reports on the results 

of examinations on the weaknesses of the internal 

control system and compliance with laws and 

regulations, besides providing an opinion on the 

financial statements,. Weaknesses of the internal 

control system can affect the change of opinion in a 

better direction [1-4]. However, there are differing 

opinions which state that weaknesses in the internal 

control system do not affect the acceptance of better 

opinions [5, 6]. In addition to the internal control 

system, compliance with statutory provisions also 

affects the giving of opinion on a financial statement 

[1 - 5]. 

 

In addition to compliance with laws and regulations, 

efforts to improve the quality of financial statements 

are also influenced by the completion of follow-up 

actions which will subsequently result in obtaining a 

better opinion [7, 8]. But there are findings that the 

implementation of the follow-up from the results of 

the BPK examination has no effect on increasing 

opinion on the financial statements [2, 6].  

 

There is a correlation between the audit opinion of 

the previous year and the opinion of the following 

year as long as the problem that raises the 

modification has not been solved and the 

corresponding figures have not been restated or have 

not been properly disclosed [1, 5, 6, 9, 10, 11]. But 

the results of other studies found that the audit 

opinion of the previous year was not able to moderate 

the giving of audit opinion [12]. 

 

Therefore, it is interesting to conduct research related 

to the relationship between Internal Control, 

Compliance with Legislation and Follow-Up to 

Examination Results for audit board’s opinion giving 

and investigate the ability of the Previous Year's audit 

board Opinion in moderating the relationship between 

the Internal Control System, Compliance with 

Legislation - Invitation and Follow-Up on Audit 

Results of audit board’s Opinion. 

 

II. LITERATURE REVIEW 

 

Examination conducted by the audit board in 

providing opinions on local government financial 

statements based on [13]: 

 

a) Compliance with government accounting 

standards 

The audit board evaluates the preparation of 

financial statements compared to its accounting 

system. The government accounting system 

consists of two large systems, namely The 

General Accounting System (GAU) and the 

Institutional Accounting System (IAS). 

b) Adequacy of disclosure  

The audit board evaluates whether disclosure of 

matters that need to be known to the public in the 

financial statements has been done transparently. 

The disclosure is included in the Notes to the 

Financial Statements.  
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c) Compliance with laws and regulations.  

The audit board evaluates compliance with 

national regulations including laws, government 

regulations, presidential regulations and 

ministerial regulations. In addition, the audit 

board assessed that local conformity included 

regional regulations and regional head 

regulations. 

d) Effectiveness of the internal control system.  

The audit board evaluates the effectiveness of the 

integral process of actions and activities carried 

out continuously by the leadership and all 

employees to provide adequate confidence in the 

achievement of the organization through the 

reliability of financial reporting, security of state 

assets, and adherence to laws and regulations. 

The Internal Control System (ICS) includes the 

control environment, risk assessment, control 

activities, information and communication 

systems as well as monitoring and control. 

Internal control is a process designed to provide 

reasonable confidence in achieving management 

objectives in the following categories: (a) 

Reliability of financial reporting, (b) 

effectiveness and efficiency of operations, (c) 

compliance with applicable laws and regulations 

[14]. The audit board in conducting audits of 

financial statements is always guided by the State 

Financial Inspection Standards (SFIS) stipulated 

in audit board Regulation No. 1 of 2017. 

Examination Results reports on financial 

statements reveal that inspectors have tested 

compliance with the provisions of the legislation 

which has a direct and material effect on the 

presentation of financial statements. 

 

Non-compliance with statutory provisions found 

in financial audits is contained as an audit 

finding in the examination result for compliance. 

Disclosure of non-compliance needs to be 

reported as follows: 

a) If the non-compliance materially affects 

unqualified of the financial statements, the 

examiner discloses a brief description of the non-

compliance in the result examination which 

contains an opinion on the reasonableness of the 

financial statements as a reason for giving an 

opinion 

b) Disclosure of all findings related to non-

compliance with laws and regulations found 

during the detailed inspection is reported in the 

Report on Compliance in the Financial Statement 

Examination Framework. 

The Inspection Report on compliance reveal: 

a) Non-compliance with statutory provisions 

including disclosure of administrative 

irregularities, violations of civil agreements, and 

irregularities that contain elements of a criminal 

offense 

b) In the event that an element of violation of the 

law is found or suspected, the examiner reveals 

the element or alleged violation of the law in the 

result examination related to compliance with 

laws and regulations, and 

c) Significant non-compliance. The more findings 

of non-compliance with laws and regulations will 

have an impact or influence in providing 

opinions on financial statements. 

Many auditor found that the government will 

follow up on any recommendations given by the 

audit board, and make corrections or corrections 

so that the same problem will not be found again 

and this will increase disclosures in the financial 

statements so as to encourage the creation of 

opinions on financial statements that will get 

better [2 , 5, 15]. Local governments received 

unqualified opinion in the previous year can 

maintain the same opinion in the following year, 

but may also experience a decline. This depends 

on improvements made by the government on the 

weaknesses of the previous financial statements 

[1, 5, 9, 10, 11]. The Internal Control System 

influences the opinion giving on examination 

result of local financial. If the Internal control 

system on an entity is getting better, then the 

number of audit findings will be smaller so that 

opinions on examination result of local financial 

obtained will be better [2, 15, 17]. 

 

III. MATERIALS AND METHODS 

 

This study uses secondary data sourced from the 

Semester Examination Results in Semester I 2017 

and 2018 from audit board. The criteria used in 

sample selection in this study are as follows: 

 

1. All Financial Statements of Provincial 

Governments and Regencies / Cities in the 

Provinces of West Kalimantan, East Kalimantan 

and West Sumatra which have been audited by 

audit board during the period 2017. 

2. Data related to internal control systems, 

compliance with laws and regulations, follow-up 

on audit results, the audit board’s opinionon 

provinces and districts / cities during the results 

of the inspection in 2017. 

 

The Sampling fulfilled the sample criteria are 46, 

consisting of 15 entities in West Kalimantan 

Province, 11 entities in East Kalimantan Province and 

20 entities in West Sumatra Province with 

observation during 2017. The matrix of this research 

variable can be shown in the following table: 

 

 

 

 



International Journal of Management and Applied Science, ISSN: 2394-7926                          Volume-6, Issue-3, Mar.-2020 

http://iraj.in 

Determinant of the Audit Board's Opinion with the Financial Audit Board's Opinion in the Previous Year as a Moderating Variable: Case 

Study in the Provinces of West Kalimantan, East Kalimantan and West Sumatra 

 
158 

Variable Operational definitions Scale 

Audit board’s Opinion (Opn) Opinion based on the result examination from audit board Interval 

Internal Control System (Int) The total findings of the internal control system in 2017 Interval 

Compliance to the law and 

regulations (Comp) 

The total findings of non-compliance with laws and 

regulations in 2017 

Interval 

Follow up the result 

examination (Flw) 

Number of follow-ups in line with audit board's 

recommendations on financial report of local government 

of the previous fiscal year 

Interval 

Table1: Operasional Definition and Variabel Measures Scale 

 

The hypothesis in this study are 

 

Hypotesis 1 

The estimation equation is: 

Opni = a + b1Inti + b2Compi+ b3Flwi+ Ɛi   (1) 

 

Where 

 

Opn = Audit board’s opinion  

Int = Intern control system  

Comp = Compliance to the law and regulations  

Flw = Follow up to the result examination  

Ɛ = Eror term  

 

Hypothesis 2 

At this stage, regression is carried out by using the 

Residual Test method. This model uses the concept of 

lack of fit, that is, the moderating hypothesis is 

accepted if there is a mismatch of the linear deviation 

between the independent variables. This moderating 

hypothesis is accepted if the t value is negative and 

significant.  

The estimation equation is  

 

Pasti = a + biInti + b2Compi + b3Flwi + Ɛi(2) 

 Ɛi  = a + b1Opni 

 

where 

Past = audit board’s opinion in previous year 

 

IV. ESTIMATION RESULTS AND 

DISCUSSION 

 

Before estimating the research model above, 

normality test and classic assumption test have been 

done. The result is that the model passes all of these 

tests.The data in this study have passed the classical 

assumption test. 

 

Test of the hypothesis 1  

 

The estimation results from the model 1 are presented in Table 2. 

Model 

Unstandardized 

Coefficients 

Standardized 

Coefficients 
t Sig. 

Collinearity 

Statistics 

B 
Std. 

Error 
Beta Tolerance VIF 

1 (Constant) 1,986 0,191   10,414 0,000     

  Int 0,001 0,018 0,006 0,037 0,971 0,772 1,296 

  Obed -0,020 0,021 -0,165 -0,958 0,344 0,785 1,275 

  Flw -0,002 0,051 -0,007 -0,045 0,964 0,974 1,027 

Model R R Square Adjusted R Square 
Std. Error of the 

Estimate 
Durbin-Watson 

1 0,649
a
 0,421 0,364 0,27149 2,118 

Table 2: The estimation result from test of hypothesis 1 
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Resources: primary data, processed 

Based on the linear regression results obtained, it can 

be explained that the coefficient of a positive internal 

control system means that if there is an increase in the 

internal control system variable by one unit, it will 

result in an increase in audit board’s opinion of 0.001. 

Meanwhile, the coefficient of compliance with 

negative statutory regulations means that if there is an 

increase in the variable of compliance with statutory 

regulations by one unit, it will result in a decrease in 

audit board’s opinion of -0.020. For the coefficient of 

the negative follow-up results of the audit it means 

that if there is an increase in the variable of the 

follow-up results of the examination by one unit it 

will result in a decrease in audit board’s opinion of -

0.002. 

 

Test of hypothesis 2 

Using a residual test to investigate hypothesis 2 and 

aims to test the effect of deviations from a model. 

The results of the residual test can be seen in the table 

3: 

 

Model 

Unstandardized 

Coefficients 

Standardized 

Coefficients 
t Sig. 

Collinearity 

Statistics 

B 
Std. 

Error 
Beta 

Toleranc

e 
VIF 

1 
(Constant

) 
1,026 

0,16

8 
  6,113 

0,00

0 
    

  
Opn - 0,374 

0,08

8 
-0,538 -4,232 

0,00

0 
1,000 

1,00

0 
Table 3: Test of residual 

Source: primary data, processed. 

 

Based on the results in the table above, we get the 

equation of residual test as follows: 

|e| = 1,026 – 0,374Opni 

 

From the results from the residual test, it is known 

that the audit board’s opinion variable in the previous 

year was significant in moderating the relationship 

between the internal control system, compliance with 

laws and regulations, and following up on the audit 

results on the audit board’s opinion. Tests of this 

variable indicate that the internal control system has 

no effect on audit board’s opinion in the provinces of 

West Kalimantan, East Kalimantan and West 

Sumatra [see 5, 6]. If the control system is getting 

better, it will result in the findings of the internal 

control system will be more so that the opinions 

obtained will be better [1-4]. This might be due to the 

number of audit findings on the internal control 

system in 2017 which have not been able to describe 

the material level of an internal control system 

findings in the three provinces concerned. 

 

Tests of the statutory compliance variable indicate 

that this variable has no significant effect on audit 

board’s opinion. If an entity shows compliance with 

laws and regulations, the number of audit findings on 

compliance will be smaller and the opinion on Local 

Government Financial Statements obtained will be 

better at the local government. Non-compliance with 

laws and regulations results in cases of regional / 

company losses and administrative irregularities [3, 

5]. As for the findings of non-compliance with other 

laws and regulations both the value and the number 

of cases it causes does not affect the acceptance of the 

unqualified opinion on Regional Government 

Financial Statements throughout Indonesia. Non-

compliance with laws and regulations does not 

significantly influence audit board’s opinion in the 

provinces of West Kalimantan, East Kalimantan and 

West Sumatra likely because the number of audit 

findings on compliance with laws and regulations in 

2017 cannot describe the level of material findings of 

compliance with laws and regulations in the three 

provinces concerned. 

 

The follow-up variable of the audit results does not 

significantly influence the audit board’s opinion. The 

greater the number of follow-up recommendations 

that have been followed up by the Ministry / 

Institution, it has no effect on the level of disclosure 

of financial reports [6]. The results of audits carried 

out by the audit board on the central and regional 

government financial reports shall be submitted to the 

council/regional council in accordance with their 

authority, and to the president and governor / regent / 

mayor concerned in order to obtain comprehensive 

information about the results of the examination. 

However, audit board's initiative in the context of 

improving the management and responsibility of state 

finances has not yet been responded to fully by the 

central and regional governments, so it has no effect 

on the outcome of the regional government financial 

reports 's opinion. 

 

Based on the results of residual testing, the audit 

board opinion variable of the previous year can 

moderate the relationship between the internal control 

system, compliance with laws and regulations and 

follow-up results from audit board’s opinions in the 

provinces of West Kalimantan, East Kalimantan and 

West Sumatra in 2017. This possibly because the 

opinion of the previous year could be a reference for 

determining the audit board’s opinion. Or in other 

words, giving opinions on local government financial 
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reports is the result of the improvement of the 

regional government itself towards financial 

governance in their respective environments. 

However, there is no guarantee that if a local 

government that obtained anunqualified opinion in 

the previous year will determine that the opinion of 

the year r will remain unqualified. Vice versa if an 

entity obtains an opinion other than the unqualified 

opinion in the previous year will result in the opinion 

in the current year will still get the same opinion. 

 

V. CONCLUSION AND DISCUSSION 

 

The internal control system, compliance with laws 

and regulations and the follow-up of the results of 

simultaneous and partial audits did not significantly 

influence the audit board’s opinion in the provinces 

of West Kalimantan, East Kalimantan and West 

Sumatra. This means that the number of audit 

findings on the internal control system, compliance 

with laws and regulations and follow-up on the 

results of audits that have been carried out 

simultaneously and partially have not been able to 

support the achievement of a good opinion on the 

local government financial statements. The audit 

board’s opinion in the previous year as a moderating 

variable has been able to moderate (strengthen) the 

relationship of the implementation of the internal 

control system, compliance with laws and regulations 

and follow-up on the audit results on audit board's 

audit opinion. 
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