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ABSTRACT

This study aimed to examine the effect of internal and external corporate governance effectiveness in deterring
Financial Statement Fraud (FSF). Internal governance mechanism proxied by director competencies and the
independent audit committee (INDAC), while the external governance mechanism is proxied by the change of
external auditor (CHEXA). The final sample consisted of 187 companies in the year 2023 from the
manufacturing companies listed in the IDX (Indonesia Stock Exchange). The financial statement fraud was
determined using the Beneish M-Score. The independent variables are represented by director competencies
(OSHIP, BIND, and CHDIR), INDAC, and CHEXA. All data was obtained from both Eikon Datastream and
the IDX official website. This study finds that INDAC has a positive and significant relationship with FSF due
to the opportunity of INDAC to reveal FSF (Fraud Diamond Theory). While other governance indicators show
insignificant results on the FSF. This study adds to the growing literature on corporate governance in Indonesia,
and it is fruitful for the regulator to revise the code (The Code of Good Corporate Governance Indonesia) to
ensure its alignment with the recent market development and stakeholder needs. This study only focuses on the
manufacturing industry and a one-year observation.

Keywords: Beneish M-Score, corporate governance mechanism, financial statement fraud, Fraud Diamond
Theory

INTRODUCTION

Financial statement fraud is the intentional distortion of a company's financial statements, either by omission or
exaggeration, to present a more favourable view of the company's financial position, performance, and cash flow
(Netsuite, 2022). According to the Association of Certified Fraud Examiners (ACFE), financial statement fraud
falls under the category of occupational fraud within its fraud classification framework. The ACFE (2020)
describes it as an intentional misrepresentation carried out to mislead stakeholders through manipulated or
inaccurate financial disclosures. Furthermore, FSF i1s widely acknowledged as a subset of corporate fraud. The
Chartered Institute of Management Accountants (CIMA, 2009) describes corporate fraud as the deliberate
distortion of financial information or business practices by management, employees, or external parties, with the
purpose of deceiving stakeholders and securing unfair benefits over competitors.

Financial statement fraud (FSF), commonly referred to as fraudulent financial reporting, entails the deliberate
manipulation of accounting information, including the overstatement of assets, revenues, or earnings and the
understatement of liabilities, expenses, or losses. Such practices raise significant concerns for key stakeholders—
investors, creditors, employees, and the broader public—due to their extensive economic and social implications.
The outcomes may include workforce retrenchment, diminished investor returns, creditor losses, and declining
trust in regulatory systems. Accordingly, organisations and financial professionals, including auditors and
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accountants, are required to exercise heightened vigilance in detecting, preventing, and responding to fraudulent
financial reporting.

The financial statement is a crucial output of a company's accounting function, serve as a critical source of
decision-useful information. The fundamental objective of accounting is to record, measure, and communicate
to relevant stakeholders the effects of economic events or transactions on a business (Ross, 2016). Once the
information in the financial statements is misstated or fails to present objective and faithful representation of
financial figures, the published statements do not serve their intended purpose. Such distortions create
information asymmetries, which in turn exacerbates agency problems among users of financial statements.

The outbreak of COVID-19 at the end of 2019 intensified agency conflicts, as firms were required to reconcile
survival-oriented strategies with increased accountability to stakeholders. Organisations faced the dual challenge
of maintaining operational continuity while safeguarding employee welfare and contributing to broader societal
stability, highlighting the critical role of robust corporate governance during periods of crisis. The pandemic has
been projected to precipitate widespread bankruptcies across multiple industries as prolonged mobility
restrictions and economic stagnation disrupt business operations (Forbes, 2020). Moreover, persistent
uncertainty surrounding the pandemic’s resolution raised significant concerns within the corporate sector
regarding the potential adverse impact on financial statements for 2020 and subsequent fiscal periods.

The reliability of financial statements is substantially affected by declining corporate revenues, primarily driven
by reduced consumer purchasing power and potential inflationary pressures (Universitas Padjadjaran, 2020).
Companies that base their performance targets only on financial parameters are more likely to experience
significant discrepancies in their performance results. In response, some companies may seek to preserve the
appearance of financial stability by producing seemingly flawless financial reports (Marviana et al., 2021). This
condition, in turn, heightens the risk of financial statement fraud, particularly during periods of economic distress
such as the COVID-19 pandemic.

Although these issues have long been present, the demand for robust corporate governance has recently attracted
heightened attention from the public, regulators, and scholars (Khoufi & Khoufi, 2018). The International
Auditing and Assurance Standards Board (IAASB) of the International Federation of Accountants (IFAC, 2010)
explicitly states in International Standard on Auditing (ISA) 240 that the primary responsibility for fraud
prevention and detection rests with those charged with the governance and management of the entity.
Accordingly, effective corporate governance plays a pivotal role in mitigating financial statement fraud, as the
coexistence of pressure, opportunity, capability, and rationalisation creates conditions conducive to the
manipulation of financial statements to achieve organisational objectives.

Indonesia’s corporate governance guidelines, most recently revised in 2014, are designed to enhance oversight
and minimise the risk of financial misreporting. The economic pressures brought about by the COVID-19
pandemic—particularly reflected in elevated vacancy rates within the manufacturing sector (OECD, 2022)—
have intensified managerial incentives to manipulate financial results. Consequently, the implementation of
robust corporate governance mechanisms remains crucial for mitigating the risk of financial statement fraud.

LITERATURE REVIEW
Financial Statement Fraud

Fraud is generally defined as a deliberate act or negligent omission undertaken to mislead, resulting in losses to
others while conferring undue benefits to the perpetrator. It is commonly classified into three major forms:
financial report manipulation, misappropriation of assets, and unauthorised expenditure (The Institute of Internal
Auditors, 2007). Financial statements, in turn, serve as a primary medium for communicating an organisation’s
financial condition and performance (Institut Akuntan Publik Indonesia, 2013). They fulfil the broader public
interest by providing information on cash flows, financial results, and overall financial position, thereby enabling
users to make informed economic decisions. These reports present comprehensive details regarding assets,
liabilities, equity, income, expenses, changes in equity, and cash flows, accompanied by explanatory notes that
assist stakeholders in evaluating future cash flow prospects.
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Financial statement fraud (FSF) refers to the intentional misrepresentation of financial statements by
management to deceive stakeholders, particularly investors and creditors, through the preparation and
dissemination of materially misleading financial information (Rezaee & Riley, 2009; Pratiwi & Ghozali, 2022).
FSF is often associated with weak corporate governance structures, substantial internal and external pressures,
and deficiencies in internal control systems (Kucuk & Uzay, 2009). According to the American Institute of
Certified Public Accountants (AICPA, 2002), fraudulent financial reporting can occur through: (1) destruction,
alteration, or falsification of accounting records; (2) deliberate omission or misrepresentation of events or
transactions in financial statements; and (3) intentional misapplication of accounting principles related to
recognition, classification, presentation, or disclosure.

Corporate Governance Mechanism

Corporate governance encompasses the legal frameworks, policies, and practices that regulate relationships
among shareholders, management, creditors, employees, government authorities, and other internal and external
stakeholders (Forum for Corporate Governance in Indonesia, 2001). According to Martins and Janior (2020),
corporate governance functions as a mechanism to mitigate conflicts of interest between principals and agents
through the disclosure of reliable financial information, with each governance structure playing a distinct role in
preventing financial statement fraud, earnings manipulation, and potential corporate failure. Corporate
governance mechanisms refer to the structures, processes, and practices adopted by organisations to ensure
effective, transparent, and accountable governance. These mechanisms are generally categorised as internal and
external (Gillan, 2006; Rezaee, 2007).

Corporate governance can be broadly divided into internal and external mechanisms, each serving as a safeguard
against financial statement fraud. Internal mechanisms include the board of commissioners, managerial
incentives, capital structure, corporate bylaws, and internal controls, whereas external mechanisms encompass
laws and regulations, market discipline, financial analysts, and other forms of independent oversight (Gillan,
2006). In the present study, internal governance is operationalised through the board of directors, audit
committees, and internal control systems, while external governance is represented by the function of
independent auditors. Collectively, these mechanisms promote transparency, accountability, and corporate
integrity by clearly delineating financial reporting responsibilities: management is responsible for preparing
financial statements and maintaining effective internal controls, the audit committee monitors the reporting
process and evaluates control adequacy, and external auditors provide an independent assessment of the fairness
of the financial disclosures (Deloitte, 2018).

The board of directors acts on behalf of shareholders to oversee corporate operations and safeguard shareholder
interests. Its primary responsibilities include addressing conflicts of interest between managers—who serve as
agents responsible for day-to-day operations—and shareholders as principals (Kamarudin et al., 2014).
Consistent with Fama and Jensen (1983), the board is tasked with monitoring managerial performance,
enhancing shareholder value, and preventing actions that could adversely affect corporate performance. Prior
research has examined various board characteristics—such as size, meeting frequency, tenure, independence,
and members’ international experience—as determinants of governance effectiveness.

The audit committee, a specialised subcommittee of the board of directors, is tasked with overseeing the financial
reporting and disclosure processes of the organisation. To function effectively, audit committees must possess a
comprehensive understanding of the organisation’s internal control systems and reporting procedures (Corporate
Finance Institute, 2023). Serving as an intermediary between the board of directors and both internal and external
auditors, the audit committee plays a pivotal role in safeguarding the integrity of financial reporting. Its
responsibilities include evaluating prospective external auditors, determining the scope of the audit, reviewing
audit findings, assessing the adequacy of internal financial controls, and scrutinising financial information prior
to publication (Sori & Kharbari, 2006). Furthermore, the committee bears a fiduciary duty to remain vigilant in
mitigating managerial misconduct, including practices that may result in asset misappropriation or earnings
manipulation (Kamarudin et al., 2014). From the perspective of shareholder protection, the audit committee is
widely regarded as one of the most critical governance structures within a corporation (Indonesia Corporate
Governance Manual, 2014).
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External auditors, as independent public accountants, are engaged to conduct audits, reviews, and assurance
services with the objective of providing an impartial assessment of a company’s financial statements and internal
control systems (AccountingTools, 2024). Independence is a fundamental requirement, as it underpins the
credibility and objectivity of the audit process. External audits are primarily responsible for attesting to the
quality and reliability of disclosed financial information. Empirical evidence supports the notion that external
auditing functions as a key governance mechanism that enhances the credibility of financial reporting (Amina,
2021).

Underpinning Theories

Agency theory, as articulated by Jensen and Meckling (1976), conceptualises the relationship between
shareholders (principals) and managers (agents), wherein managers are entrusted with the responsibility of
operating the firm on behalf of its owners. Given their direct involvement in daily operations, managers typically
possess superior knowledge relative to shareholders, resulting in information asymmetry. This imbalance may
incentivise self-serving behaviours, such as earnings manipulation or financial statement distortion, aimed at
securing personal benefits, achieving performance targets, or preserving reputation.

The fraud diamond theory (Wolfe & Hermanson, 2004) complements this perspective by positing that fraud
occurs when four conditions—pressure, opportunity, rationalisation, and capability—converge. Financial strain
can exert pressure on managers to present favourable outcomes, while weak internal controls create opportunities
for manipulation. Rationalisation provides a psychological justification for unethical conduct, and capability
reflects the agent’s knowledge, expertise, and authority to perpetrate the fraud. Collectively, these theories
demonstrate how conflicts of interest and structural vulnerabilities within firms can elevate the risk of financial
statement fraud, thereby highlighting the critical role of robust corporate governance mechanisms in mitigating
such risks.

Hypotheses Development
Director Competency and Financial Statement Fraud

The board of directors constitutes a core internal governance mechanism that mitigates financial statement fraud
(FSF) by addressing agency conflicts among managers, shareholders, and other stakeholders. From the
perspective of agency theory, effective governance enhances accountability, transparency, and fairness, thereby
aligning managerial actions with shareholder interests. Concurrently, the fraud diamond framework underscores
that competent boards, in conjunction with external oversight, can reduce pressures, constrain opportunities,
challenge rationalisations, and limit managerial capability to perpetrate fraud. In the present study, board
competency is operationalised through insider ownership (OSHIP), board independence, and director turnover,
while changes in external directors serve as an external governance mechanism to strengthen monitoring.

Insider Ownership and Financial Statement Fraud

Insider ownership (OSHIP) is classified as a pressure element, consistent with Skousen et al. (2008). Originally
conceptualised as personal financial need, OSHIP is redefined in this study to enhance clarity, measured as the
cumulative proportion of firm ownership held by insiders. Previous research by Skousen et al. (2008) suggested
that an increase in OSHIP is associated with a lower likelihood of fraud, indicating a negative relationship
between insider ownership and FSF.

However, empirical evidence on OSHIP is varied. Rukmana (2018) reported a positive association, whereby
higher OSHIP corresponds with increased FSF. Recent studies by Wahyuningrum (2020), Herbenita et al.
(2022), Khamainy and Setiawan (2022), and Gultom and Amin (2023) similarly found that OSHIP exerts a
positive and significant effect on FSF, suggesting that greater insider shareholding may exacerbate fraudulent
financial reporting. In contrast, Prasmaulida (2016) and Diansari (2019) observed no significant effect of OSHIP
on FSF.
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Based on the theoretical framework and prior empirical findings, this study proposes the following hypothesis::
H1a: Insider ownership positively affects financial statement fraud.
Board Independence and Financial Statement Fraud

The second element of fraud, according to the fraud diamond framework, is opportunity. In this study,
opportunity is operationalised through two proxies, one of which is board independence (BIND). Fama and
Jensen (1983) asserted that the presence of independent directors enhances the robustness of internal control
mechanisms, while Ruankaew (2016) emphasised that opportunity is inherently linked to the strength of internal
controls. By overseeing internal control systems, independent directors can effectively regulate the opportunity
component that may facilitate fraudulent activities. Additionally, independent directors function as an internal
governance mechanism aimed at mitigating conflicts of interest between principals and agents (Subair et al.,
2020).

Empirical evidence regarding the relationship between BIND and FSF remains varied. Eneh (2018), Khoufi and
Khoufi (2018), and Anichebe et al. (2019) reported a positive association, indicating that a higher proportion of
independent (non-executive) directors correlates with an increased likelihood of FSF. In contrast, Uzun et al.
(2005) demonstrated a negative association, suggesting that firms without fraud typically maintain a greater
proportion of independent directors. Similarly, Kapoor and Goel (2019) found that BIND strengthens monitoring
of corporate governance compliance and enhances the reliability of financial reporting. Subsequent studies by
Subair et al. (2020), Budiantoro et al. (2022), and Haron et al. (2021) also observed a negative relationship
between BIND and FSF, indicating that higher board independence can contribute to a reduction in fraudulent
reporting. Nevertheless, Pramana et al. (2019) and Girau et al. (2022) reported no significant relationship
between BIND and FSF, highlighting the inconsistency of empirical findings in this context.

Based on the theoretical framework and prior empirical findings, this study proposes the following hypothesis:
H1b: Board independence has a negative effect on financial statement fraud.
Change of Director and Financial Statement Fraud

According to the fraud diamond framework proposed by Wolfe and Hermanson (2004), capability refers to an
individual’s role or function within an organisation that may enable them to create or exploit fraudulent
opportunities unavailable to others. As individuals repeatedly execute their organisational roles, their potential
to perpetrate fraud may increase due to enhanced familiarity with processes and internal controls over time. In
this study, the capability element is operationalised through changes in directorship (CHDIR). Director changes
often involve strategic or political considerations, reflecting the interests of specific stakeholders and potentially
giving rise to conflicts of interest.

A change in directors may indicate an effort by the company to improve board performance by appointing
directors deemed more capable than their predecessors. Conversely, it may reflect an attempt to remove directors
who are aware of prior fraudulent activities, with the transition period potentially causing initial performance
challenges (Sihombing & Rahardjo, 2014). Hence, directors may either mitigate the risk of financial statement
fraud (FSF) or inadvertently facilitate its occurrence, making CHDIR an appropriate proxy for capability.

Empirical findings regarding CHDIR and FSF are mixed. Manurung and Hardika (2015) and Utami and
Pusparini (2019) observed a positive association, suggesting that the transition period for newly appointed
directors may induce stress and adaptation challenges, temporarily affecting performance. In contrast,
Ayuningtyas et al. (2021) and Budiantoro et al. (2022) reported a negative association, indicating that appointing
more competent directors enhances oversight and reduces fraud risk. Nevertheless, a substantial body of
research—including studies by Bawekes et al. (2018), Noble (2019), Putra (2019), Yendrawati et al. (2019),
Harman and Bernawati (2020), Rahayu and Riana (2020), Haqq and Budiwitjaksono (2020), Mintara and
Hapsari (2021), Handoko and Tandean (2021), Suripto and Karmilah (2021), Widnyawati and Widyawati
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(2022), and Calista and Nugroho (2022)—found no significant relationship between CHDIR and FSF.

Based on the theoretical framework and prior empirical findings, this study proposes the following hypothesis:
Hlec: Change of director has a positive effect on financial statement fraud.

Independent Audit Committee and Financial Statement Fraud

The audit committee is established by the board of commissioners to assist in fulfilling its supervisory
responsibilities (Murtanto & Sandra, 2019). It functions as an intermediary among the board of directors, external
auditors, internal auditors, and independent members, overseeing audit processes and ensuring that management
implements corrective measures in compliance with applicable laws and regulations (Putra, 2019). In Indonesian
publicly listed companies, the audit committee is chaired by an independent commissioner and may include other
commissioners and/or external professionals, with at least one member possessing expertise in accounting or
finance (The Indonesia Corporate Governance Manual, 2014).

In this study, the independent audit committee (INDAC) is classified under the opportunity element of the fraud
diamond framework, reflecting its role in monitoring internal controls and mitigating conditions that may
facilitate fraudulent activities (Albrecht, 2019; Indonesia’s Code of Good Corporate Governance, 2006). Prior
research has similarly positioned INDAC within the opportunity construct, including studies by Skousen et al.
(2008), Tiffani and Marfuah (2015), Pramana et al. (2019), Suripto and Karmilah (2021), and Widnyawati and
Widyawati (2022). The INDAC variable is operationalised as the number of independent audit committee
members, rather than the total number of audit committees, consistent with Skousen (2019).

Empirical findings regarding INDAC and financial statement fraud (FSF) are varied. Abdullah et al. (2010) and
Kamarudin et al. (2014) reported a positive association, suggesting that a higher number of independent directors
on the audit committee corresponds with increased FSF. Conversely, Beasley (2000), Skousen et al. (2008),
Tiffani and Marfuah (2015), and Pramana et al. (2019) observed a negative relationship, indicating that larger
INDAC presence reduces the likelihood of FSF. Other studies, including Suripto and Karmilah (2021) and
Widnyawati and Widyawati (2021), found no significant relationship between INDAC and FSF, highlighting
the inconclusive nature of prior empirical evidence.

Based on the theoretical framework and prior empirical findings, this study proposes the following hypothesis:
H2: An Independent audit committee has a negative effect on financial statement fraud.
Change of External Auditor and Financial Statement Fraud

The independent auditor plays a critical role in evaluating the reasonableness of financial statements, which may
generate tension between management and auditors. In some cases, management may opt to replace the
independent auditor to reduce the likelihood of fraud detection (Pramana et al., 2019). Accordingly, this study
classifies the change of external auditor (CHEXA) within the rationalisation element of the fraud diamond
framework.

Empirical findings regarding the effect of CHEXA on financial statement fraud (FSF) are mixed and
inconclusive. Noble (2019), Utami and Pusparini (2019), Pramana et al. (2019), Utomo et al. (2019), and Mintara
and Hapsari (2021) reported a positive association, suggesting that auditor changes may facilitate concealment
of fraud previously detectable by the outgoing auditor. In contrast, Bawekes et al. (2018), Amalia et al. (2020),
Handoko and Tandean (2021), and Nuristya and Ratmono (2022) found no significant relationship between
CHEXA and FSF. The findings of this study support the latter view, indicating that changes in external auditors
are primarily motivated by dissatisfaction with prior auditor performance rather than by a deliberate attempt to
obscure prior audit trails.

Based on the theoretical framework and prior empirical findings, this study proposes the following hypothesis:
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H3: Change of external auditor positively affects financial statement fraud.
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Figure 2.1 Conceptual Framework

RESEARCH METHODOLOGY

This study examines the effect of corporate governance mechanisms proxied by insider ownership, independent
audit committee, board independence, change of external auditor, and change of director. This study controls for
financial effects such as firm size, profitability, leverage, and liquidity on the likelihood of financial statement
fraud in publicly listed companies in Indonesia.

The population of this study comprises the manufacturing industry, which is suspected to exhibit a high level of
vulnerability to fraud. According to ACFE (2022), the manufacturing sector reports the highest incidence of
fraud, with 194 cases and a median loss of $177,000. Wholesale trade ranked second in median loss, amounting
to $400,000 across 28 cases. The study focuses on the manufacturing industry, which is divided into consumer
non-cyclicals and consumer cyclicals. This time frame covers the listed companies in 2023 after considering the
effect of COVID-19

The sample for this study was obtained using the purposive sampling technique. This research gathered financial
and corporate governance data for the year 2023 using EIKON DataStream and the official website of the
Indonesia Stock Exchange. The study sample was obtained by excluding the following criteria:

Table 1 Data Collection Procedures

No[Category Sector{Industry [Population
1 |Consumer Non-Cyclicals|D D11-D42(87
2 |Consumer Cyclicals E E11-E74 (124

Insufficient Data (18)
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Outlier (6)

Final Sample Size 187

Source: EIKON DataStream and Indonesia Stock Exchange (2024)

Table 2 Summary Of Variable Measurement

Variable Measurement|Operationalization References

Financial

Statement Fraud M-Score 8 indices of M-Score M.D Beneish (1999)

Insider . OSHIP Cumulat}ve percentage of Skousen et al (2008)
Ownership ownership by insiders
Fama and Jensen (1983), Khoutfi and
Board BIND The number of independent Khoufi (2018), Subair et al (2020),
Independence directors divided by board size Pramana et al (2019) and Girau et al
(2022)
Chanee of A dummy variable where 1 if there [Utami and Pusparini (2019), Haqq and
Direc%or CHDIR is change of director and 0 Budiwitjaksono (2020), Handoko and
otherwise Tandean (2021), Budiantoro et al (2022)
Independent The number of independent audit
p ) INDAC committees divided by the audit  |Skousen et al (2008)
Audit Committee . )
committee size
Chanee of A dummy variable where 1 if there |Pramana et al (2019), Mintara and
Exte ri al Auditor CHEXA is a change of director and 0 Hapsari (2021), Handoko and Tandean
otherwise (2021), Nuristya and Ratmono (2022)
Firm Size SIZE Log 10 of total assets Persons (1995), Oktaviani et al (2023)

Profitability PROFIT Profit after tax divided by total Persons (1995), Arifin and Prasetyo

assets (2018), Oktaviani (2023)

Leverage LEV Total liabilities divided by total Persons (1995), Arifin and Prasetyo
assets (2018)

Liquidity LIQUID Total current assets divided by Arifin and Prasetyo (2018)

total current liabilities

Source: M.D Beneish (1999), Skousen et al (2008), Fama and Jensen (1983), Khoufi and Khoufi (2018), Subair
et al (2020), Pramana et al (2019) and Girau et al (2022), Utami and Pusparini (2019), Haqq and Budiwitjaksono
(2020), Handoko and Tandean (2021), Budiantoro et al (2022), Mintara and Hapsari (2021), Nuristya and
Ratmono (2022), Persons (1995), Oktaviani et al (2023), Arifin and Prasetyo (2018).

DISCUSSION AND FINDINGS
Descriptive Analysis

Table 3 Descriptive Analysis Result

Continuous Variables |Obsimin max Mean|skewnesslkurtosis

MSCORE 187|-12.466|17.183|-1.89213.673  (30.124
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OSHIP 187(0.083 10.999 (733 |-0.884 (3.506

INDAC (%) 187(0 100 35 |1.635 12.185
BIND (%) 1870 100 052 [2.923 12.427
SIZE (log) 18716.962 |11.256/9.311 |-0.124  (3.097

PROFIT 1871-0.891 10.292 |.002 |-3.504 [20.551
LEV 187|0.002 |5.141 |.593 |5.035 (33.474
LIQUID 18710.010 [27.372[2.793 [3.960  [20.555

Based on Table 3, the minimum M-Score is -12.466, indicating an absence of potential financial statement fraud.
The highest score is 17.183, indicating a potential risk of financial statement fraud. The mean M-Score of the
collected data is -1.892, indicating an average absence of likelihood for financial statement fraud.

The independent variable of OSHIP shows a range of 0.83% to 99%, with the average of 73.3%. INDAC shows
a range score of 0 to 100, with an average of 35% of the total committee size, signifying that the typical
composition of the independent audit committee is 35%. The BIND ranges from a minimum of 0 to a maximum
of 100, indicating that few publicly listed companies in Indonesia lack independent directors on their boards,
while some have the most independent directors. The presence of independent directors is essential as their
autonomy can mitigate agency problems associated with financial statement fraud.

The control variable of SIZE shows a range of 6.962 to 11.256, with an average of 9.311. PROFIT ranges from
-0.891 to 0.292. While LEV shows a range from 0.002 to 5.141, with an average of 59.3%. The LIQUID ranges
from 0.010 to 27.372.

Multiple Regression Analysis

Table 4 Multiple Regression

FSF Coefficient T-value
Constant -1.619 -0.58
OSHIP 183 0.19
INDAC 2.618 1.89%#*
BIND -.955 -0.69
CHEXA -.33 -0.57
CHDIR =377 -0.42
SIZE - 117 -0.43
PROFIT 3.581 2.32%%
LEV -.347 -1.60%*
LIQUID .019 0.46
Observation 187

Adj. R? 5.16

F - statistics 2.075%*

Notes: *** ** and * present statistical significance at 1, 5, and 10 per cent, respectively.
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The analysis presented in Table 4 indicates that INDAC exhibits a positive and statistically significant
association with financial statement fraud (FSF), suggesting that independent audit committees may be
correlated with higher incidences of fraudulent activity. This finding contradicts Hypothesis H2 and implies that
firms implicated in FSF may strategically expand their audit committees by appointing additional independent
commissioners, consistent with prior studies by Abdullah (2010) and Kamarudin and Ismail (2014). A plausible
explanation is that the presence of independent audit committees facilitates the detection and disclosure of
misleading financial statements, rather than directly preventing their occurrence.

According to Financial Services Authority (OJK) Regulation No. 55/POJK.04/2015, audit committees must
comprise a minimum of three members, drawn from independent commissioners and external parties of the
issuer or public company. Within Indonesia’s two-tier corporate governance system, as defined by Law No. 40
of 2007 on Limited Liability Companies, the board of commissioners functions as a supervisory body, whereas
the board of directors is responsible for management operations. This framework provides a robust institutional
basis for independent audit committees to fulfil their oversight role, mitigate agency conflicts, and enhance
corporate transparency.

The observed effectiveness of INDAC highlights its capacity to address agency conflicts, particularly the
opportunity element within the fraud diamond framework. Acting as intermediaries between principals and
agents, independent audit committees in the sampled firms appear to reduce agency problems and limit the
dissemination of misleading financial information, thereby contributing to improved financial reporting quality.

Among the control variables, PROFIT exhibits a positive and statistically significant association with financial
statement fraud (FSF), suggesting that higher profitability creates pressure for managers to manipulate financial
reports in order to sustain or exaggerate performance. This finding aligns with the pressure component of the
fraud diamond framework and is consistent with Oktaviani et al. (2023), who reported that both large and small
profit targets can incentivise fraudulent practices. Conversely, LEV demonstrates a negative and significant
relationship with FSF, indicating that firms with lower leverage are more prone to engage in fraudulent reporting
to portray a stronger financial position. Higher levels of debt are typically associated with more stringent
oversight by creditors regarding the firm’s creditworthiness (Subiyanto et al., 2022). Moreover, if a highly
leveraged firm attempts to conceal the true extent of its liabilities through fraudulent activities, this could
exacerbate financial distress and potentially lead to bankruptcy (Agusputri & Sofie, 2019). Collectively, the
results for PROFIT and LEV reinforce the pressure element within the fraud diamond framework, supporting
Hypothesis Hla.

OSHIP exhibits a positive but statistically insignificant association with financial statement fraud (FSF), leading
to the rejection of Hypothesis Hla, which is consistent with the findings of Prasmaulidia (2016) and Diansari
and Wijaya (2019). Personal financial need is defined as a condition in which a company’s financial decisions
are influenced by the personal financial circumstances of its executives (Skousen et al., 2009). In this context,
insider stock ownership (OSHIP) confers rights to claim a share of the company’s income and assets,
representing a potential source of pressure as conceptualised in the fraud diamond framework.

Despite the positive association observed, the effect of OSHIP on FSF is not statistically significant, suggesting
that the personal financial needs of executives do not exert a measurable influence on fraudulent financial
reporting. Consequently, this finding does not support agency theory, indicating that OSHIP is insufficient to
mitigate agency problems related to FSF.From a regulatory perspective, Indonesia does not impose specific
limits on insider ownership; however, the Indonesia Stock Exchange (IDX) mandates a minimum free float of
7.5% of shares offered to the public, effectively limiting OSHIP to a maximum of 92.5%. This regulation is
established under IDX Rule I-A, as specified in the Decree of the Board of Directors of the Indonesia Stock
Exchange Number KEP-00101/BEI/12-2021 and supplemented by Circular Letter Number SE-00010/BEIL/07-
2023. The maximum OSHIP value reported in Table 3 reflects the full implementation of this rule, which is
scheduled to take effect in 2025.

BIND exhibits a negative but statistically insignificant association with financial statement fraud (FSF), leading
to the rejection of Hypothesis H1b. This finding provides limited support for both agency theory and the fraud
diamond framework. The result aligns with prior studies by Pramana et al. (2019) and Girau et al. (2022),

Page 6937

www.rsisinternational.org


http://www.rsisinternational.org/

INTERNATIONAL JOURNAL OF RESEARCH AND INNOVATION IN SOCIAL SCIENCE (1JRISS)
ISSN No. 2454-6186 | DOI: 10.47772/1JRISS | Volume IX Issue IX September 2025

suggesting that the presence of independent directors may not effectively reduce the occurrence of FSF within
Indonesian companies. The negligible impact of independent directors may reflect a tendency by firms to appoint
them primarily to comply with Indonesia Stock Exchange (IDX) listing requirements and corporate governance
recommendations. In line with this observation, the IDX subsequently withdrew the mandate for independent
directors in publicly listed companies, as specified in Indonesia Stock Exchange Regulation Number KEP-
00183/BEI/12-2018.

Similarly, CHDIR shows a negative but statistically insignificant association with financial statement fraud
(FSF), resulting in the rejection of Hypothesis Hlc. This finding contradicts the theoretical underpinnings of
both the fraud diamond framework and agency theory, which posit that enhanced board oversight should mitigate
fraudulent financial reporting. The result suggests that replacing underperforming directors may be an essential
step in strengthening board effectiveness and fraud prevention; however, the insignificant impact of CHDIR on
FSF may reflect a strategic response by firms seeking to conceal prior fraudulent acts committed under previous
directors, thus appointing more competent successors primarily to restore credibility rather than to deter fraud.
These findings further imply that CHDIR alone is insufficient to resolve agency conflicts related to FSF. This
conclusion is consistent with prior research by Bawekes et al. (2018), Noble (2019), Putra (2019), Yendrawati
et al. (2019), Harman and Bernawati (2020), Rahayu and Riana (2020), Haqq and Budiwitjaksono (2020),
Mintara and Hapsari (2021), Handoko and Tandean (2021), Suripto and Karmilah (2021), Widnyawati and
Widyawati (2022), and Calista and Nugroho (2022), who similarly found no significant effect of director change
on FSF.

In the Indonesian context, the tenure of directors is regulated by Law No. 40 of 2007 on Limited Liability
Companies, which stipulates that directors are appointed for a fixed term and may be reappointed, but not
indefinitely. Article 105(1) grants the General Meeting of Shareholders (GMS) the authority to dismiss directors
at any time for justifiable reasons, regardless of the term specified in the company’s articles of association.
Additionally, Financial Services Authority (OJK) Regulation No. 33/POJK.04/2014 limits a director’s term to a
maximum of five years or until the conclusion of the next annual GMS, after which reappointment requires
shareholder approval. Consequently, directors may serve multiple consecutive terms subject to re-election.
Unlike some jurisdictions, Indonesian public companies do not adopt a "retire by rotation" mechanism for
director tenure.

CHEXA demonstrates a negative but statistically insignificant association with financial statement fraud (FSF),
resulting in the rejection of Hypothesis H3. The findings suggest that changes in external auditors are
predominantly driven by corporate dissatisfaction with auditor performance, rather than by attempts to conceal
prior audit evidence. Nonetheless, the lack of statistical significance implies a divergence from the theoretical
expectations of both the fraud diamond framework and agency theory. Consequently, CHEXA, as a
rationalisation construct, appears insufficient in deterring FSF and ineffective in alleviating the agency conflicts
that contribute to fraudulent financial reporting.

CONCLUSION AND RECOMMENDATIONS

The primary findings of this study indicate that an INDAC positively and significantly effects FSF. This research
suggests that INDAC effective as an opportunity element to reveal FSF. The presence of INDAC in publicly
listed companies in Indonesia has fulfilled its role in mitigating agency problems and enhancing transparency
within the company. Consistent with the findings of Abdullah et al. (2010) and Kamarudin and Ismail (2014), a
greater number of INDAC members corresponds with a greater likelihood of FSF. In other words, firms
implicated in FSF are more inclined to appoint additional independent commissioner to their audit committees.

The results indicate that LIQUID positively and significantly effects FSF. It suggests that elevated LIQUID will
further enhance FSF. Another control variable in this study, PROFIT, demonstrates a positive and significant
effect on FSF. Consequently, a greater PROFIT enhances FSF. On the other hand, LEV exhibits a negative and
significant effect on FSF. This suggests that increased LEV diminishes FSF. The control variable LEV suggests
that increased leverage does not compel the corporation to alter its financial figures. This discovery offers an
alternative perspective on the components of the fraud diamond theory.
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This study highlights key factors of financial statement fraud and suggests directions for improvement. Future
research could benefit from adopting a longitudinal design to investigate how temporal variations in corporate
governance structures influence the likelihood of financial statement fraud (FSF). Furthermore, broadening the
empirical scope to encompass multiple sectors would enable a more comprehensive assessment of whether the
observed relationships—particularly those pertaining to independent audit committee (INDAC)
characteristics—remain consistent across diverse industry contexts. In addition, employing alternative proxies
for FSF, such as data derived from regulatory enforcement actions, may facilitate methodological triangulation
and mitigate potential biases arising from reliance on a single measurement model. Finally, the integration of
qualitative approaches, including in-depth interviews with audit committee members and senior executives,
could provide richer explanatory insights into the underlying mechanisms driving the quantitative results,
particularly with regard to the seemingly paradoxical influence of INDAC on FSF.

Although the existing OJK and IDX provisions are generally aligned with international best practices regarding
the composition and involvement of independent commissioners in audit committees, additional regulatory
improvements are required to enhance oversight efficacy. The proposed reforms should encompass: (i)
establishing term limits for audit committee members accompanied by a cooling-off period before reappointment
to safeguard independence; (ii) clarifying the definition of independence to include previous business
relationships, affiliations with controlling shareholders, and restrictions on former employees, consultants, or
auditors within a specified period; (iii) reinforcing competency standards through mandatory professional
certifications, relevant experience, and continuous training; (iv) mandating annual independent evaluations of
audit committee performance, with results disclosed in the annual report; and (v) strengthening transparency
regarding members’ profiles, professional experience, independence status, and tenure. Adopting these
recommendations would better align Indonesia’s regulatory framework with the OECD Principles of Corporate
Governance and enhance the audit committee’s capacity to prevent and detect financial statement fraud.

Furthermore, the existing regulatory framework governing sanctions for public companies—principally
articulated in OJK Regulation No. 21/POJK.04/2015 and its reference to Law No. 8 of 1995 on Capital
Markets—provides only a general foundation for the imposition of penalties and does not specifically delineate
sanctions for listing violations, particularly those related to good corporate governance (GCG). The absence of
explicit and measurable criteria for determining such violations introduces interpretive ambiguities that may
undermine regulatory enforcement, potentially creating loopholes in the implementation of GCG guidelines and
the fulfilment of listing obligations for public companies in Indonesia. This regulatory gap underscores the need
for more precise, operationally defined enforcement mechanisms to ensure consistency, transparency, and legal
certainty in the application of sanctions.

ACKNOWLEDGEMENT

The authors would like to thank the Accounting Research Institute (HICOE), Ministry of Higher Education,
grant code: UiTM.800-3/1 DDJ.82 (009/2025) and Universiti Teknologi MARA (UiTM) for providing the
necessary financial assistance and support for this study.

REFERENCES

1. Abdullah, S. N., Yusof, N. Z. M., & Mohamad-Nor, N. M. (2010). Financial restatements and corporate
governance among Malaysian listed companies. Managerial Auditing Journal, 25(6), 526-552.
https://doi.org/10.1108/02686901011054854aa

2. AccountingTools. (2024, December 14). External auditor definition. AccountingTools.com.
https://www.accountingtools.com/articles/external-auditor

3. ACFE. (2019). “Survey Fraud in Indonesia” ACFE Indonesia Chapter. https://acfe-
indonesia.or.id/survei-fraud-indonesia/ retrieved on December 5, 2023

4. ACFE. (2020). Report to the Nations Global Study on Occupational Fraud and Abuse: Asia Pasific
Edition.

5. Agusputri, H., & Sofie, S. (2019). Faktor-faktor yang berpengaruh terhadap fraudulent financial
reporting dengan menggunakan analisis fraud pentagon. Jurnal Informasi, Perpajakan, Akuntansi, Dan

Page 6939 .. .
www.rsisinternational.org


http://www.rsisinternational.org/
https://www.accountingtools.com/articles/external-auditor

INTERNATIONAL JOURNAL OF RESEARCH AND INNOVATION IN SOCIAL SCIENCE (1JRISS)
ISSN No. 2454-6186 | DOI: 10.47772/1JRISS | Volume IX Issue IX September 2025

10.

11.

12

13.

14.

15.

16.

17.

18.

19.

20.

21.

22.

23.

24.

25.

26.

27.

Keuangan Publik, 14(2), 105-124. DOI: https://doi.org/10.25105/jipak.v14i2.5049

AICPA. (2002). Consideration of Fraud in a Financial Statement Audit: Statement on Auditing Standard
No. 99, New York, NY: AICPA.

Albrecht, W, S. et al (2019). Fraud Examination : Asia Edition (6th Edition). Singapore: Cengage
Learning.

Amina, Z. (2021). External Audit with a View to Detecting Financial Fraud. Journal of Economics,
Management and Trade, 27(11), 49-54.

Anichebe, A. S. (2019). Determinants of financial statement fraud likelihood in listed firms. Journal of
Accounting and Financial Management ISSN, 5(2), 2019

Ayuningtyas, N. P. W., Sudana, 1. P., Suartana, I. W., & Mimba, N. P. S. H. (2021). Pentagon Fraud
Perspective Analysis in Detecting Indications of Financial Statement Fraud. International Research
Journal of Management, IT & Social Sciences, 8(6), 619-629.
https://doi.org/10.21744/irjmis.v8n6.1958

Bawekes, H. F., Simanjuntak, A. M., & Daat, S. C. (2018). Pengujian Teori Fraud Pentagon Terhadap
Fraudulent Financial Reporting. Jurnal Akuntansi dan Keuangan Daerah, 13(1), 114-134.

. Beasley, M. S., Carcello, J. V., Hermanson, D. R., & Lapides, P. D. (2000). Fraudulent financial

reporting: Consideration of industry traits and corporate governance mechanisms. Accounting
Horizons, 14(4), 441-454.

Beneish, M. D. (1999). The detection of earnings manipulation. Financial Analysts Journal, 55(5), 24-
36.

Budiantoro, H., Nugroho, C. A., Santosa, P. W., & Lapae, K. (2022). The Influence of Financial Targets,
Nature Of Industry, Change Of Directors And Ceo Politicians on Fraudulent Financial Statements.
Jurnal Sistem Informasi, Manajemen, dan Akuntansi, 20(01), 131-149.

Calista, A. N., & Nugroho, A. H. D. (2022). Pengaruh Faktor-Faktor Fraud Diamond dalam Mendeteksi
Financial Statement Fraud. Kompak: Jurnal [lmiah Komputerisasi Akuntansi, 15(2), 308-318.
Corporate  Finance Institute. (2023). Audit Committee. corporatefinanceinstitute.com.
https://corporatefinanceinstitute.com/resources/accounting/audit-committee/

Diansari, R. E., & Wijaya, A. T. (2019). Diamond fraud analysis in detecting financial statement fraud.
Journal of Business and Information System (e-ISSN: 2685-2543), 1(2), 63-76.

Eneh, O. (2018). Board Attributes and Financial Fraud Likelihood in Nigeria. IDOSR Journal of
Humanities and Social Sciences, 3(2), 89-99.

Forbes. (2020). Coronavirus bankruptcy tracker: These major companies are failing amid the shutdown.
https://www.forbes.com/sites/hanktucker/2020/05/03/coronavirus-bankruptcy-tracker-these-major-
companies-are-failing-amid-the-shutdown/

Forum for Corporate Governance in Indonesia. 2011. Peranan Dewan Komisaris dan Dewan Komite
Audit dalam Pelaksanaan Corporate Governance. Seri Tata Kelola Perusahaan Jilid I (2nd Ed). Jakarta.
https://fcgi.or.id/home.feed

Gillan, S. L. (2006). Recent developments in corporate governance: An overview. Journal of Corporate
Finance, 12(3), 381-402.

Girau, E., Bujang, 1., Paulus Jidwin, A., & Said, J. (2022). Corporate Governance Challenges and
Opportunities in Mitigating Corporate Fraud in Malaysia. Journal of Financial Crime, 29(2), 620-638.
Gultom, R. C., & Amin, M. N. (2023). Influence Of Financial Stability, Personal Financial Need,
Ineffective Monitoring, Change in Auditors, And Change in Director to Financial Statements Fraud.
Jurnal Ekonomi, 12(01), 1160-1168.

Handoko, B.L, & Tandean, D. (2021, February). An Analysis of Fraud Hexagon in Detecting Financial
Statement Fraud (Empirical Study of Listed Banking Companies on Indonesia Stock Exchange for
Period 2017-2019). In 2021 7th International Conference on E-Business and Applications (93-100).
Haqq, A. P. N. A., & Budiwitjaksono, G. S. (2019). Fraud pentagon for detecting financial statement
fraud. Journal of Economics, Business, and Accountancy Ventura, 22(3), 319-332.

Harman, S. A., & Bernawati, Y. (2020). Determinants of Financial Statement Fraud: Fraud Pentagon
Perspective in Manufacturing Companies. International Journal of Innovation, Creativity and Change,
13(4), 1453-1472.

Haron, N. H., Halim, N. A. A., & Alias, N. (2021). The relationship between board diversity, board
independence and corporate fraud. Advances in Business Research International Journal, 7(1), 33-55.

Page 6940

www.rsisinternational.org


http://www.rsisinternational.org/
https://doi.org/10.25105/jipak.v14i2.5049
https://fcgi.or.id/home.feed

INTERNATIONAL JOURNAL OF RESEARCH AND INNOVATION IN SOCIAL SCIENCE (1JRISS)
ISSN No. 2454-6186 | DOI: 10.47772/1JRISS | Volume IX Issue IX September 2025

28.

29.

30.
31.

32.

33.

34.

35.

36.

37.

38.

39.

40.

41.

42.

43.

44,

45.

46.

47.

48.

49.

50.

Herbenita, H., Rahmawati, A., & Surwanti, A. (2022). Potential of Fraud Financial Statements: The
Fraud Triangle. Central Asian Journal of Innovations on Tourism Management and Finance, 3(10), 201-
212.

IFAC. (2010). https://www.ifac.org/ flysystem/azure-private/publications/files/2010-handbook-of-
internatio-1.pdf

Indonesia’s Code of Good Corporate Governance. (2006)

Institut Akuntan Publik Indonesia. (2013). Auditing Standards (SA 240)/Indonesian Institute of
Certified Public Accountants. Salemba Four.

Jensen, M. C., & Meckling, W. H. 1976. Theory Of the Firm: Managerial Behavior, Agency Costs and
Ownership Structure. Journal Of Financial Economics, 3(4), 305-360.

Kamarudin, K. A., Ismail, W. A. W., & Alwi, M. (2014). The Effects of Audit Committee Attributes
on Fraudulent Financial Reporting. Journal of Modern Accounting and Auditing, 10(5), 507-514
Kapoor, N., & Goel, S. (2019). Do diligent independent directors restrain earnings management
practices? Indian lessons for the global world. Asian Journal of Accounting Research, 4(1), 52—69.
Khamainy, A. H., Ali, M., & Setiawan, M. A. (2022). Detecting financial statement fraud through new
fraud diamond model: the case of Indonesia. Journal of Financial Crime, 29(3), 925-941.

Khoufi, N., & Khoufi, W. (2018). An empirical analysis of the relation between corporate governance
characteristics and the prevention of financial statement fraud. International Journal of Management
and Enterprise Development, 17(4), 347-362.

Kucuk, E., & Uzay, S. (2009). The formation of fraudulent financial reporting and its problems. Erciyes
University Journal of Economics and Administrative Sciences, (32), 239-258.

Manurung, D. T., & Hardika, A. L. (2015). Analysis of Factors That Influence Financial Statement
Fraud in The Perspective Fraud Diamond: Empirical Study on Banking Companies Listed on The
Indonesia Stock Exchange Year 2012 to 2014. International Conference on Accounting Studies (ICAS)
(279-286)

Martins, O. S., & Ventura Junior, R. (2020). The Influence Of Corporate Governance on The Mitigation
of Fraudulent Financial Reporting. Revista Brasileira de Gestdo de Negocios, 22, 65-84.

Marviana, R. D., & Amalia, M. M. (2021). Pendeteksian Fraud Laporan Keuangan Perusahaan
Perbankan Dalam Masa Pandemi COVID-19. Jurnal STIE Semarang, 13(2), 32-54.

Mintara, M. B. M., & Hapsari, A. N. S. (2021). Pendeteksian Kecurangan Pelaporan Keuangan melalui
Fraud Pentagon Framework. Perspektif Akuntansi, 4(1), 35-58.

Murtanto, M., & Sandra, D. (2019). Pengaruh Fraud Diamond Dalam Mendeteksi Tingkat Accounting
Irregularities Dengan Komite Audit Sebagai Variabel Moderating. Media Riset Akuntansi, Auditing &
Informasi, 19(2), 209-226.

Netsuite. (2022). Financial Statement Fraud: Detection & Prevention.
https://www.netsuite.com/portal/resource/articles/accounting/financial-statement-fraud.

Noble, M. R. (2019). Fraud Diamond Analysis in Detecting Financial Statement Fraud. The Indonesian
Accounting Review, 9(2), 121-132.

Oktaviani, S., Karina, A., & Digdowiseiso, K. (2023). Influence of Profitability, External Pressures and
Company Measures against Fraud Financial Statements (Empirical Study on Manufacturing Companies
in Indonesian Stock Exchange 2016-2020). Jurnal Ekonomi, 12(3), 2100-2112.

Pramana et al (2019). Fraud Factors of Financial Statements on Construction Industry in Indonesia
Stock Exchange. International Journal of Social Sciences and Humanities, 3 (2), 187-196.
DOI:10.29332/ijssh.v3n2.313

Prasmaulida, S. (2016). Financial statement fraud detection using perspective of fraud triangle adopted
by SAS No. 99. Asia Pacific Fraud Journal, 1(2), 317-335. DOI:10.21532/apfj.001.16.01.02.24
Pratiwi, S. D., & Ghozali, I. (2022). Diamond Fraud Dimension Analysis in Detecting Financial
Statement Fraud in Companies Manufacturers Listed on the Indonesia Stock Exchange. Budapest
International Research and Critics Institute-Journal (BIRCI-Journal), 5(1), 7501-7513.

Putra, W. M. (2019, November). Analysis of Financial Fraud Using the fraud diamond Model with
Corporate Governance as the moderating variable. In 5th International Conference on Accounting and
Finance (ICAF 2019) (pp. 163-169). Atlantis Press.

Rahayu, S., & Riana, Z. (2020). Determinants of Fraud Pentagon Theory Perspective and Its Effects on
Fraudulent Financial Statement in Mining Companies Which Is Listed in Indonesia Stock Exchange.

Page 6941

www.rsisinternational.org


http://www.rsisinternational.org/

INTERNATIONAL JOURNAL OF RESEARCH AND INNOVATION IN SOCIAL SCIENCE (1JRISS)
ISSN No. 2454-6186 | DOI: 10.47772/1JRISS | Volume IX Issue IX September 2025

51.

52.

53.

54.

55.

56.

57.

58.

59.

60.

61.
62.
63.

64.

65.

66.

67.

68.

69.

70.

71.

Budapest International Research and Critics Institute-Journal (BIRCI-Journal), 3(3), 1995-2010.
Rezaee, Z., & Riley, R. (2009). Financial statement fraud: Prevention and detection (2nd ed.). John
Wiley & Sons.

Ross, J. F. (2016). The information content of accounting reports: An information theory perspective.
Information, 7(3), 48. https://doi.org/10.3390/info7030048

Ruankaew, T. (2016). Beyond the fraud diamond. International Journal of Business Management and
Economic Research, 7(1), 474-476.

Rukmana, H. S. (2018). Pentagon Fraud affect on Financial Statement Fraud and Firm Value Evidence
in Indonesia. South East Asia Journal of Contemporary Business, 16(5), 118-122.

Sihombing, K. S., & Rahardjo, S. N. (2014). Analisis fraud diamond dalam mendeteksi financial
statement fraud: studi empiris pada perusahaan manufaktur yang terdaftar di Bursa Efek Indonesia
(BEI) Tahun 2010-2012 (Doctoral dissertation, Fakultas Ekonomika dan Bisnis).

Skousen, C. J., Smith, K. R., & Wright, C. J. (2008). Detecting and predicting financial statement fraud:
The effectiveness of the fraud triangle and SAS No. 99. In Corporate governance and firm performance
(53-81). Emerald Group Publishing Limited. https://doi.org/10.2139/ssrn.1295494

Sori, Z. M., & Karbhari, Y. (2006). Audit Committee and Auditor Independence: Some Evidence from
Malaysia. SSRN Electronic Journal.

Subair, M. L., Salman, R. T., Abolarin, A. F., Abdullahi, A. T., & Othman, A. S. (2020). Board
Characteristics and The Likelihood of Financial Statement Fraud. Copernican journal of finance &
accounting, 9(1), 57-76.

Subiyanto, B., Pradani, T., & Divian, D. T. N. (2022). Influence of external pressure, financial stability,
and financial target on fraud financial reporting. Budapest International Research and Critics Institute-
Journal (BIRCI-Journal), 5(2), 12012-12021.

Suripto and Karmilah. (2021). The Influence of the Audit Committee And Fraud Diamond On
Fraudulent Financial Statement In Manufacturing Companies Of Various Industries Sector Listed On
The Indonesia Stock Exchange. International Journal of Economics, Business and Accounting Research
(IJEBAR), 5(3), 1728-1749.

The Indonesia Corporate Governance Manual. (2014)

The Institute of Internal Auditors. (2007)

Tiffani, L., & Marfuah, M. (2015). Deteksi Financial Statement Fraud dengan Analisis Fraud Triangle
pada Perusahaan Manufaktur yang Terdaftar di Bursa Efek Indonesia. Jurnal Akuntansi dan Auditing
Indonesia, 19(2), 112-125.

Universitas Padjadjaran. (2020). Dampak Pandemi Corona Terhadap Laporan Keuangan dan Praktik
Bisnis di Indonesia. Retrieved December 3, 2023, from https://feb.unpad.ac.id/dampak-pandemi-
corona- terhadap-laporan-keuangan-dan-praktik-bisnis-di- indonesia/

Utami, E. R., & Pusparini, N. O. (2019, November). The Analysis of Fraud Pentagon Theory and
Financial Distress for Detecting Fraudulent Financial Reporting in Banking Sector in Indonesia
(Empirical Study of Listed Banking Companies on Indonesia Stock Exchange in 2012-2017). In 5th
International Conference on Accounting and Finance (ICAF 2019) (pp. 60-65). Atlantis Press.

Utomo, S. D., Machmuddah, Z., & Pamungkas, 1. D. (2019). The Effect of Auditor Switching and
Managerial Ownership on Fraudulent Financial Statement. WSEAS Transactions on Business and
Economics, 16(1), 306-315.

Uzun, H., Szewczyk, S. H., & Varma, R. (2004). Board composition and corporate fraud. Financial
Analysts Journal, 60(3), 33-43.

Wahyuningrum, L. (2020). The factors affecting fraudulent financial reporting in the fraud triangle
perspective. International Journal of Innovation, Creativity and Change, 11(9), 314-328.

Widnyana, I. W., & Widyawati, S. R. (2022). Role of forensic accounting in the diamond model
relationship to detect the financial statement fraud. International Journal of Research in Business and
Social Science, 11(6), 402-409.

Wolfe, D.T. and Hermanson, D.D.R. (2004), “The fraud diamonds: considering the four elements of
fraud”, CPA Journal, 74 (12), pp. 38-42.

Yendrawati, R., Aulia, H., & Prabowo, H. Y. (2019). Detecting The Likelihood Of Fraudulent Financial
Reporting: An Analysis Of Fraud Diamond. Asia-Pacific Management Accounting Journal (APMAJ),
14(1), 43-68.

Page 6942

www.rsisinternational.org


http://www.rsisinternational.org/

