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Abstract. The auditor uses the audit results of the local government financial reports to provide a professional
statement in the form of an opinion and recommendations in the audit report. These opinions and recommendations are
important for the local government's policy because they contain guidelines for its improvement.

Purpose. This study examines the effect of audit findings (Internal Control System, non-compliance with regulations,
and audit recommendation follow-up) on BPK's audit opinion using a case study of the Regional Governments in
Kalimantan Zone.

Methodology/approach. The logistic regression was used to determine the effect of audit findings and follow up on the
BPK's opinion of audit results. This study uses secondary data (BPK Semester Examination Results Summary or IHPS)
collected from 2018 to 2023.

Findings. The results showed that audit findings (the internal control system and non-compliance with regulations
findings) significantly negatively affected the BPK audit opinion on the financial statements in the Kalimantan region.
In addition, the follow-up examination results significantly positively impact the BPK audit opinion on the financial
statements in the Kalimantan region. The result was that the lower findings of the internal control system and non-
compliance with regulations resulted in a better audit opinion of BPK. In addition, the higher the index follow-up on
audit results, the better the acquisition of BPK audit opinion is generated.

Originality/value. This study extends and contributes to the extant BPK audit opinion literature by providing new
insight into how audit findings affect BPK's audit opinion in the Kalimantan zone settings.

Practical implications. This finding implies that local governments must improve the implementation of internal control
systems and compliance with regulations and consistently undertake BPK recommendations to increase the quality of
financial reporting. The findings offer vital evidence to improve the quality of financial reporting in driving local
governments' service quality.

Limitations. This study only uses data from the Kalimantan region, so the generalization of the study results does not
apply nationally and may cause bias in the method. To minimize bias, the next researcher can use a larger sample of
data, not just one area.
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Enox XeniBari
Yuieepcumem Tanoocynenypa, m. [lonmianax, Inoonesis

AHrra XepBiaHTo
Vuisepcumem Tanoocynenypa, m. Illonmianak, Inoonesis

JlorictuuHa perpecisi ik IHCTpPYMEHT NPOTrHO3YBAHHS ayIMTOPCHKOIr0 BUCHOBKY
Ayaurtopcbkoi paau Inaonesii

Anomayin. Pezyremamu ayoumy @Qinancosux 36imie 0peanie Micyego2o CamopsOyeanHs OyO0ymbv GUKOPUCMAHI
ayoumopom 071 HA0auHs NPOGecitinol OyMKU Y (hopmi BUCHOBKY ma pexomeHOayil y 36imi npo ayoum. Lleti sucnogok
ma pekomeHOayii € 8axciusumu 07 30TUCHEHHS NOJIMUKU MICYe8020 CaMOBPAOYEAHHS, OCKLIbKU MICMAMb OPIEHMUPU
w000 i 600CKOHANLEHHSL.

Mema uvo20 Oocnioxncenns — gueuumu emwiue pezyibmamie ayoumy (cucmema GHYMPIUIHLO20 KOHMPOTIO,
HeBIONOBIOHICIb HOPMAMUSHUM aKmam i nodanvuti Oii W00 PeKOMEeHOayill ayoumy) Ha ayoumopcyKuil UCHOBOK
Ayoumopcwroi paou Indonesii (BPK) na npuxnadi pecionansnux ypsoie y Kanimanmani.

Memooonozcia. [{na eusHaueHHA NAUBY pe3yibmamis ayoumy ma nooanrvuiux Ol 3a pesyibmamamu ayoumy Ha
sucnogox BPK euxopucmano nozicmuuny pezpeciio. Jna ananizy 3iopano emopunni Oani (pesiome cemecmposux
ayoumopcokux 36imig BPK) 3a 2018-2023 poxu.

Pesynemamu nokaszanu, wo pesyromamu ayoumy (cucmema GHYMPIUHb020 KOHMPONO MA GUCHOBKU OO0
HeBIONOGIOHOCMI HOPMAMUSHUM AKMAM) MALU 3HAYHUL He2amusHull énius Ha ayoumopcvkuil suchosok BPK woodo
@inancoeoi ssimnocmi 6 pecioni Kanimawman. Ilpome, pezynemamu nooanvuioi nepesipku Mawomv 3HAYHUU
nozumusHuil énaue Ha ayoumopcvkutl suchosok BPK wooo ¢inancoeoi 36imnocmi 6 pecioni Kanimanman. Buseneno,
WO HUICHT Pe3yIbmamu CUCmemMu 6HympIUHb020 KOHMPOLIO Md HegiONOBIOHICMb 3aKOHO0ABUUM HOPMAM NPU3BO0Mb
00 binbw no3umusHozo ayoumopcokozo euchosky BPK. Kpim moeco, wum suwuii inoexc iocmediceHHs pe3yibmamis
ayoumy, mum 6invw AKicHull ayoumopcvikuii suchogok BPK 6yode ompumarno.

Buecok 6 meopito ma npakmuuna yinnicms. Lle 00cniodcenHs: po3UWUpIOE ICHYOYY Timepamypy uooo ayoumopcbKux
sucrnoskie BPK, nadaiouu nose posyminns moeo, sik pezyrsmamu ayoumy eniusaoms Ha ayoumopcvkuil sucnosox BPK
y peecioni Kanimanman. Pesynemamu ceiduamv, wo opeanu Micyeo2o camospsody8anHs HOGUHHI NOKDAWUMU
6NPOBAOICEHHS CUCIEM GHYMPIUWHBLO2O KOHMPONIO Ma OOMPUMAHHA HOPMAMUGHUX AKMIB, A MAKONC NOCTIO08HO
suxonysamu pexomenoayii BPK ons niosuwenns sxocmi ghinancosoi 3eimnocmi. Ompumani y cmammi pe3yivmamu €
sadCIUGUMU OoKazamu OJisk NOKPAWEHHs SAKOCMI (DIHAHCO80T 36imHOCMI, a GION0GIOHO [ AKOCMI NOCIye OpeaHie
Micyesoeo camosps0y8aHHs.

Obomescennn. Y ybomy 00CHiONMCEHHI SUKOPUCIOBYIOMbCA e OaHi 3 peciony Kanimawman, momy y3acanibHeHHs
pe3yrbmamié O0CHIONCEeHHs He CIMOCYEMbCA BCi€l KpaiHu ma Modce CHPUYUHUMU YNepeOXtCeHHs 8 Memooi.
LIJo6 minimizygsamu ynepeostceHHs, MaiOymHi O0CTIOHUKI MOX*CYMb BUKOPUCTO8Y8ami OinbutLy 8UOIPKY OaHUX

Knrouoei cnoea. ayoumopcvkuii 6UCHOB0K, pe3yivmamu ayoumy, Ayoumopcvka paoa Inoomesii, Kanimanman,
JNI02ICMUYHA pecpecis.

INTRODUCTION

Presidential Regulation of the Republic of Indonesia,
No. 81/2010 concerning the Grand Design of
Bureaucratic Reform 2010-2025, is a guideline for
ministry/institutions and local governments to implement
bureaucratic reform to realize good governance (GC).
Accountability for state financial management is one
aspect of GC in the spotlight, mainly related to the
quality of financial statements presentation under the
Government Accounting Standards (or Sandar Akuntansi
Pemerintah/SAP). In this case, the quality of the financial
reports of the ministry/institution and local governments
still needs to be improved to obtain an unqualified
(or Wajar Tanpa Pengecualian/WTP) opinion from the

auditor of the Supreme Audit Board of the Republic of
Indonesia (or Badan Pemeriksa Keuangan/BPK).

Recently, in Indonesia, the phenomenon of WTP
opinion on loca government financia reports
(or Laporan Keuangan Pemerintah Daerah/LKPD) has
increased (see Table 1). During 2014-2019, obtaining
WTP opinions increased significantly, from 47%
t089.5% and it continues to 2023 increasing by 91%.
However, loca governments continue to get opinions
other than those of WTP. This condition indicates that
there are dtill violations or irregularities in preparing
financia statements with one or more criteria in auditing
financial statements.
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Table 1. Development of LK PD Opinions

Unqualified

Y ear (WTP) Qualified (WDP) Adverse (TMP) Disclaimer (TW) Total
2018 439 81.75% 89 16.57% 7 1.30% 2 0.37% 537
2019 485 89.48% 50 9.23% 6 1.11% 1 0.18% 542
2020 486 89.67% 47 8.67% 8 1.48% 1 0.18% 542
2021 494 90.31% 47 8.59% 6 1.10% 0 0.00% 547
2022 496 91.51% 41 7.56% 5 0.92% 0 0.00% 542
2023 522 93.05% 32 5.70% 7 1.25% 0 0.00% 561

Note: WTP= Wagjar Tanpa Pengecualian; WDP= Wagjar Dengan Pengecualian; TMP= Tidak Memberi Pendapat;

TW= Tidek Wajar.
Source: BPK RI IHPS 2018-2023,

Article 16, paragraph 1 of the State Financia
Governance Regulation (RI, 2004a) describes a rule to
determine an opinion. Following these regulations,
BPK, as the LKPD auditor, will provide a professional
statement in the form of an opinion based on these
criteria in the audit report. Furthermore, based on the
audit findings, the BPK will provide recommendations.
According to the BPK RI Regulation No. 2/2017 about
Monitoring of Recommendation Follow-up on BPK's
Examination Results, the local government must pursue
the recommendations. The recommendation follow-up is
in the form of answers or explanations on the follow-up
implementation. It must be submitted to the BPK no
later than 60 (sixty) days after receiving the audit report
(BPK, 2017a).

This study examines the relationship between audit
findings (internal control system, compliance with
regulation, and audit recommendation follow-up) and
audit opinion in the public sector. Given that public
sector organizations in Indonesia have undergone reform
(Harun et al., 2021; Harun et al., 2015; Prabowo, 2018),
both in terms of accountability and budget (Harun et al.,
2020; Sylvia et a., 2018), an audit including an
assessment of public sector activities related to output,
outcome, and evauation (Nerantzidis et a. 2022)
or performance-based measurement (Akbar et a., 2015)
is increasingly needed. However, in Indonesia, public
sector audits ill focus on financia accountability,
particularly audit findings such as SPI and compliance
with regulations. For this reason, research focusing on
accountability is till needed (Aikins, 2012). Severa
researchers have examined the factors that influence good
audit opinions on loca governments (Amyulianthy et al.,
2020; Habiby & Ritonga, 2020; Kesuma & Ritonga,
2020; Ningsih, 2016; Nor et al., 2019; Nurdiono et d.,
2016; Sefitri & Darsono, 2015; Siregar & Rudiansyah,
2019; Widodo & Sudarno, 2017) and ministry/institution
(Fitria et a., 2015; Sari, 2016; Tresnawati & Apandi,
2016). They examine how the findings of BPK's audit
impact audit opinion. Generally speaking, their studies
result in inconsistent findings. For example, Widodo and
Sudarno (2017) examine the relationship between
weaknesses in the internal control system and audit

opinions. They learned that weaknesses in the internal
control system affected audit opinions. In contrast,
studies by Nurdiono et al. (2016) and Sdfitri
& Darsono (2015) state that the internal control
system's weakness does not affect the audit opinion.
The same results also occur in studies that examine the
relationship between audit opinions using other
factors, such as compliance with regulations and
follow-up to the previous audit findings.

The inconsistency of previous studies results opens
up opportunities for the same test using samples from
different regions. Thus, this study aims to close the gap
by using all LKPD's sample data from the Kalimantan
region during 2015-2020. Specificaly, the research
objectives are to examine:

1. Do the Interna Control System findings affect
BPK's audit opinion?

2. Does compliance with the regulations findings
affect BPK's audit opinion?

3. Do the audit recommendation follow-up findings
affect BPK's audit opinion?

Empirical evidence from this study will provide
additional information regarding the factors that affect the
accrual-based LKPD. This study can have implications
for local governments whose financial statements are the
object of research to understand better the factors that
influence BPK's audit opinion. They can develop policies
to expand or retain the previously acquired audit opinion.
In this case, the governments can emphasize improving
one of the significant criteria or sub-criteria in getting
WTP opinions so that the quality of public services
increases (Furgan et al., 2020). Furthermore, this study
yielded findings that were in line with predictions. This
finding implies that local governments must improve the
implementation of internal control systems and
compliance with regulations and consistently undertake
BPK recommendations to increase the quality of financial
reporting.

This paper has the following research structure: the
literature review and hypothesis development, research
methodology, and the analysis section, which discusses
the results of hypothesis testing. Finally, it provides the
conclusions, limitations, and further research suggestions.
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LITERATURE REVIEW AND HYPOTHESES
DEVELOPMENT

Management of state finances is an essential aspect of
the state economy because it is related to its ability to
realize state goals and create prosperity. State finances
must be managed under the law, orderly, effectively,
efficiently, economically, and responsibly regarding a
sense of justice and propriety.

Article 2(2) of Law No. 15/2004 concerning the Audit
of State Financiad Management and Responsibility states
that BPK carries out state financial management and
responsibility audits. Examination of the government's
financial statements aims to obtain reasonable assurance
in providing an opinion that the financial statements are
presented fairly, in al materia respects, regarding
conformity with accounting standards, adequacy of
disclosure, the effectiveness of the internal control
system, and compliance with laws and regulations. Then,
Article 1 of the Law states that an opinion is a
professional statement as an examiner's conclusion
regarding the fairness of the financial information
presented in the financial statements. The basis of
consideration for determining the opinion is stated
by Article 16, Paragraph 1. In addition, the law also states
that taking into account these various criteria, audit
opinions issued by BPK can be categorized into
Unqualified, Qualified, Disclaimer, and Adverse.

SPI weaknesses findings and BPK's audit opinion

The Internal Control System (or Sistem Pengendalian
Intern/SPI) is an integral part of the process of actions
and activities carried out continuously by an
organization's team. Government Regulation
No. 60/2008, adopted the Committee of Sponsoring
Organizations (COSO) interna control framework, is the
rule that underlies the implementation of the Central and
Regional Government Internal Control System (Sstem
Pengendalian Intern Pemerintah/SPIP). The law states
that adequate internal control will rationalize the
reliability of financial statements and free them from
material misstatement. In addition, an adequate SPI also
describes the interrelationships of each element, which
can be observed from the integration between SPI
elements in producing reliable entity financial statements
(RI, 2008). Several studies (Fatimah et da., 2014;
Pamungkas et al., 2018; Prasetyaningsih et al., 2014;
Sefitri & Darsono, 2015; Widodo & Sudarno, 2017)
examined the relationship between those variables, and
they found that the weakness of the SPI had a negative
impact on the approval of the audit opinion. Thus, the
hypotheses proposed in this study are:

H,: Findings of the SPI Weaknesses have a negative
effect on BPK's opinion.

Non-compliance with
BPK's audit opinion

Findings related to regulation compliance revea
entity deviations against regulations. The State Financial
Auditing Standard (or Sandar Pemeriksa Keuangan
Negara/SPKN) confirms that the entity's compliance with
laws is an aspect that is considered to obtain assurance of

regulation findings and

fair financia statements that are free from material
misstatement. The state audit standard (BPK, 2017b)
states that auditors must disclose information about the
entity's non-compliance with regulations, such as
administrative irregularities, civil engagement violations,
and other significant non-compliance (Prasetyaningsih et
al., 2014). The information is essential to disclose as it
can result in loss of territory and revenue, potential
losses, and inefficient and ineffective administration
(Atmaja & Probohudono, 2015). Therefore, the auditor
considers the entity's compliance with the regulations when
providing an audit opinion. Studies by Fatimah et al.
(2014), Pamungkas et al. (2018), Sefitri and Darsono
(2015), and Widodo and Sudarno (2017) support the
regulation. Thus, the proposed hypothesisis as follows:

H2: Findings of non-compliance with regulation have
a negative effect on BPK's opinion.

Prior audit results follow-up findings and BPK’s
audit opinion

The follow-up to BPK's findings is a series of
activities/improvements carried out by local governments
according to BPK recommendations (Furgan et al., 2020)
and are efforts made by local governments to increase
public financial accountability (Setyaningrum, 2017).
BPK has the authority to make suggestions to the auditee
regarding findings during the audit process (BPK,
2017b). In this regard, the local government as auditee is
responsible for implementing the suggestion or audit
recommendation from the BPK. Effective follow-up on
audit recommendations can result in the financial
management of local governments being more liable in
the following year. Studies by Setyaningrum (2017),
Sari (2016) and Mainingrum et al. (2023) show a positive
influence between audit recommendations follow-up and
audit opinion. Thus, this study builds the following
hypotheses:

H3: The follow-up to the audit results in the previous
period has a positive effect on BPK's audit opinion.

RESEARCH METHODS

Resear ch data and sample

This study explains the causal relationship between
the dependent variable (audit opinion) and the
independent variable (internal control system, compliance
with regulations, and follow-up on audit results). It uses
secondary data from the Audit Results Report, Follow-up
to BPK's Audit Recommendations, and IHPS. This period
is the latest time the LKPD has been prepared using the
accrual accounting method. The data was collected for six
years (2018-2023) from the study population: all
provincial/district/city governments in West Kalimantan,
Central Kalimantan, and South Kalimantan, totalling
44 entities (36 districts, five cities, and three provinces).
The purposive sampling method was applied to determine
the research sample using the following criteria:
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1. Loca governments (provinceddistricts/cities) in
the Kalimantan region whose financial reports were
audited by the BPK from 2018 to 2023.

2. Local governments (provinces / districts /
municipalities) in the Kalimantan region where follow-up

AyauT, aHani3 i KOHTpoOAb
monitoring has been carried out on the recommendations
of the BPK's audit results for the 2018-2023 audit results.

Three hundred fifty-four (354) observational data
were obtained during the study period (see Table 2).

Table 2. Research Data

Criteria Total
Number of local governmentsin the Kalimantan region 61
Local governmentsin Kalimantan that do not monitor the BPK's audit recommendations follow-up @
during the whole observation period
The number of samples 59
Y ear of observation 6
Number of observations during the research period 354

Source: Processed Data (2024).

Empirical model and variable operationalization

To answer research questions and, at the same time,
test research hypotheses, this study uses logistic
regression as applied by Atmga and Probohudono
(2015), Pamungkas et a. (2018), Tresnawati and Apandi

(2016), Dashtbayaz et a. (2022). The anaysis is
reasonable because the study uses the dependent variable
as a dichotomy or binary with code 0 or 1. The logistic
regression model developed in this study is as follows:

ny SIZ)IPI = yo +¥1SPl + y,KPU + y3 TLHP
where:
OPI = opini audit (audit opinion)
SPI = sistem pengendalian intern (internal control system)
KPU = kepatuhan pada perundang-undangan (compliance with regulation)
TLHP =tindak lanjut hasil pemeriksaan (audit recommendation follow-up)
Yo = constant
Y1, V2, V3 = regression coefficient

The dependent variable used is BPK's opinion (OPI),
a dummy variable with a score of 1 for WTPs and O for
non-WTPs. It means that if the LKPD obtains a WTP
opinion, then the LKPD has presented financial
information fairly. On the other hand, if the LKPD
receives an opinion other than the WTP, the LKPD has
not given proper financial statements. This study uses
three independent variables: the internal control system,
compliance with regulations, and follow-up on the
examination results. Table 3 presents information about
each variable's operational definition and measurement
scale, referring to the research of Furgan et a. (2020).

This research uses Hosmer and Lemeshow's test to
test the model's suitability with empirical data. If the
value of Hosmer and Lemeshow > 0.05, the model can
predict observation values. The Nagelkerke R Square
measures how far the model can explain the dependent
variable's variation. The smaller the value of R2, the
smaller the dependent variable's ability to explain the
relationship. Moreover, we conduct the overall modd fit
test (Overal Model Fit) by comparing the chi-square

values generated from the statistical SPSS test results
from calculating the logistic regression model with chi-
square. According to Ghozali (2016), the chi-square value
in logistic regression is a "model fit" comparison model.
The criteria for determining the results of the statistical
decision model of the simultaneous test are if the chi-
sguare statistic is more than the chi-square table and the
probability of the significance level < 5%, then HO is
rejected, and Hais accepted. The study uses the Wald test
to test partially whether or not the independent variable's
effect on the dependent variable. We conduct the test by
comparing the Wald statistical value to the comparison
value of chi-square with a significance level of 5%. If the
p-value is smaler than the significance level, the
hypothesis is accepted, or the independent variable
significantly affects the dependent variable. Suppose the
Wald statistic is more than the chi-square table and the
probability of significance level is less than 5%; then HO
is rejected, and Ha is accepted. That is, the independent
variables partially affect the BPK's audit opinion.
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Table 3. Operational Definition and Variable M easurement Scale

Variable Definition Parameter Scale
Audit Opinion (OPI) The auditor's professional statement regarding BPK's audit opinion Dummy
the fairness of the financial information presented
in the financial statements
Internal Control System Anintegral part of the actions and activities Total number of the Ratio
(Sistem Pengendalian process performed continuously by the internal control
Intern/SPI) management and all employees to provide system findings
adequate conviction in reaching organizational
targets through effective and efficient activities,
reliability of financial reporting, safeguarding
assets, and compliance with regulations
Compliance with Information on irregularities/viol ations against Total number of non- Ratio
regulation (Kepatuhan regulations compliance with
pada Undang- regulations findings
Undang/KPU)
Audit recommendation A series of activities/improvements carried out Follow-up index Ratio

follow-up (Tindak Lanjut
Hasil Pemeriksaan/TLHP)

by the local government following BPK
recommendations

following BPK
recommendations

RESULTSAND DISCUSSION

The characteristics of the dependent variable are
categorical, with 1 for WTPs and O for non-WTPs
(Table4 panel A). Moreover, the characteristics of the
independent variables (the interna control system,
compliance with regulations, and audit recommendations
follow-up) are presented as minimum, maximum,
average, and standard deviation values because the datais
measured in aratio scale (Table 4 panel B).

It can be seen from Panel A in Table 4 that the BPK
audit opinion on LKPD in the Kalimantan region during
the observation period was 354 data consisting of two
types of opinions, WTPs and non-WTPs. The number of
local governments with a WTP opinion is 283 entities or
79.9 percent, and those with a non-WTP opinion are 71
entities or 20.1 percent. Turning to Panel B, the SPI
variable is measured using internal control system
findings. The average number of internal control system
findings during the observation period was ten, with the
lowest and highest scores, 1 and 42, respectively.

Table 4. Descriptive Statistic

A. Dependent variable: Audit opinion

Fregquency Percentage
0 71 20,1
1 283 79,9
Tota 354 100,0
B. Independent variables: SPI, KPU, TLHP
N Minimum Maximum Mean Deviation Standard
SP| 354 1 42 10,08 4,786
KPU 354 1 39 8,39 4,209
TLHP 354 0,06 1,00 0,74 0,211

Source: Processed Data (2024).

The KPU variable measured using findings on non-
compliance with regulations is divided into several types:
findings of state/regional losses, potential state/regional
losses, lack of revenue, and administrative irregularities.
During the observation period, the average findings
related to compliance with regulations in the Kalimantan
region amounted to 8-9 findings.

OPI
1-0PI

Ln

Most (74 percent) loca governments in the
Kaimantan region followed wup on BPK's
recommendations during the observation period. Only a
minuscule percentage (6 percent) have not followed up
on BPK's recommendations. Meanwhile, local
governments that follow up on BPK's recommendations
in total (100 percent) are different for each year. Table5
presents the results of the logistic regression test, which
constructs the following regression eguation:

= 10,637-0,472SP1-0, 841KPU + 1,975TLHP

Oblik i finansi, Issue 2(104), 2024
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Table 5. Results of Hypothesis Testing

B SE. Wald Sig. Exp(B)
SPI - 472 ,069 46,731 ,000 ,624
KPU -,841 ,133 39,743 ,000 431
TLHP 1,975 ,842 5,501 ,019 7,204
Konstanta 10,637 1,403 57,493 ,000 41652,642
Hosmer and Lemeshow Test 9,712(,286)
-2Log likelihood 178,226
Nagelkerke R Square ,622
Omnibus Tests 174,490(,000)

Source: Processed Data (2024).
In addition, Table 5 aso provides information about Discussion

the regression results. The results show that the chi-
square value (X% is 9.712 and significant (0.286),
indicating the model can predict observation value and is
feasible to use. The Nagelkerke R Square is 0.622,
meaning the independent variable's variability in
explaining the dependent variable is 62.2%. Furthermore,
other variables outside the research model explain the
remaining 37.8%. Testing the overall modd fit is 174,490
(0.000), concluding that SPI, KPU, and TLHP
simultaneoudly affect the BPK audit opinion.

Furthermore, hypothesis testing for the SPI variable
statistically affects BPK's audit opinion [p-value =
46,731(0.000)]. It concludes that the first hypothesis of
this study is accepted. The coefficient on the SPI variable
is negative (-0.472), indicating that the lower the SPI
findings, the higher the superior audit opinion from the
BPK. For example, if there is a decrease in SPI findings
by one or 0.472 units, it will impact or increase the better
opinion either by one or 0.472 units with the assumption
that the other values are constant. The odds ratio (0.624)
means that a decrease in SPI findings increases better
audit opinion by 0.624 times.

It is turning to the KPU variable, which is compliance
with regulations. The Wald datistic value is
39.743(0.000). This result indicates that hypothesis H2 is
accepted; regulation compliance significantly affects
BPK's audit opinion. The KPU variable that produces
negative (-0.841) suggests that the lower the non-
compliance finding, the higher the superior audit opinion
from BPK. This means that if there is a decrease in the
finding of non-compliance by one or 0.841 units, the
opinion will increase by one or 0.841 units, with the
assumption that the other values are constant. The odds
ratio (0.431) means that a decrease in non-compliance
findings will increase better opinion by 0.431 times.

Meanwhile, the dstatistical test result for the
recommendation follow-up variable (TLHP) is 5.501 with
a significance of 0.019, meaning that H3 is accepted or
the TLHP variable significantly affects the BPK's audit
opinion. The resulting TLHP vaue is positive (1.975),
indicating that if there is an increase in the follow-up
index following BPK's recommendations by one or 1.975
units, it will increase the opinion by one or 1.975 units,
assuming the other values are constant. Then, the odd
ratio (7.204) means that the follow-up to the BPK
recommendations tends to increase better opinion by
7.204 times.

The findings of this study indicate that the
effectiveness of SPI, compliance with regulations, and
follow-up actions taken by the auditee on the auditor's
recommendations are essential elements in determining
the audit opinion. An unqualified audit opinion indicates
the optima quality of auditee (loca government)
services.

As predicted, using data from the Kalimantan region's
LKPD, the SPI findings influence the BPK's audit.
Thetest of this variable uses the number of findings of
the internal control system and shows that these findings
significantly negatively affect BPK's audit opinion.
Conceptually, internal control is needed in organizational
governance to support organizational goals. LKPD
Examination Guide (2021) No. 1/K/I-X111.2/1/2021
describes weak internal controls resulting in incomplete
accounting records and inadequate documents, and the
system does not produce valid accounting data. Also, the
condition does not allow the auditor to carry out adequate
audit procedures. As a result, the auditor will provide an
opinion other than the WTP.

The result supports the studies conducted by Fatimah
et a. (2014), Munawar et a. (2016), and Widodo and
Sudarno (2017), which state that the internal control
system affects the increase in audit opinion that a
government entity will accept. If the control system gets
better in implementation, it will result in fewer findings
from the internal control system, so the opinions obtained
will be better. This research aso supports Irman and
Suryati's (2017) and Zufadin and Maulina's (2017) study.
They attribute the weakness of the SPI to changes in audit
opinion, and the results show that weaker interna control
influences the decline in audit opinion on an entity.
However, the results of this study are not in line with the
research conducted by Budiawan and Purnomo (2014),
Nurdiono et al. (2016), Pamungkas et a. (2018), Sdfitri
and Darsono (2015), which state that the internal control
system has no significant effect on the results of loca
government financial statement opinions. Thus, this
study's result supports the legidation's statement
(RI, 2004b), which states that the SPI findings determine
an audit opinion.

Moreover, compliance with regulations in this study
is the second factor assumed to influence the BPK's audit
opinions on the financial statements of local governments
in the Kalimantan region. Testing this variable using the
amount of non-compliance with regulations shows that
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these findings significantly negatively affect BPK's audit
opinion. According to LKPD Examination Guidelines
(2021), if the auditors believe that the entity commits
unlawful acts that materialy impact the financia
statements and does not correct the violation or
adequately disclose the information, the auditor should
consider not giving aWTP opinion.

The result supports research conducted by
Fatimah et a. (2014), Munawar et a. (2016), Safitri and
Darsono (2015), and Widodo and Sudarno (2017), stating
that compliance with regulations affects increasing the
LKPD's opinions. Munawar et a. (2016) explained that if
an entity shows compliance with rules, the number of
audit findings on non-compliance will be smaller, and the
opinion on LKPD obtained will be better. Fatimah et al.
(2014) explain that non-compliance with regulations
results in regional/company losses and administrative
irregularities; thus, they conclude that there is a relation
between WTP's audit opinion and compliance with
regulations — however, other studies found otherwise
(Yusuf & Gustiana, 2022).

Finaly, the follow-up to the examination results in this
sudy is the third factor assumed to have influenced the
BPK's audit opinion on the financial statements of local
governments in the Kaimantan region. Testing this variable
shows that TLHP has a significant positive effect on BPK's
audit opinion. TLHP is one of the efforts to rectify audit
findings following the recommendations stated in the Audit
Results Report (or Laporan Hasil Pemeriksaarn/LHP) of
BPK on loca government financid reports. Locd
governments following up on the audit recommendations

will produce higher-quality financiad reports in the next
period because the same or similar findings may not be
repeated. In addition, determining the materidity level aso
considers follow-up actions taken by loca governments.
Thehigher the appropriate follow-up, the higher the
materidity level on the account. Thus, it will affect the
materidity level of the findings. The more the results are
deemed immaterid, the more favourable the opinion.

The results of this study support research conducted
by Furgan et a. (2020), Sari (2016), Tresnawati and
Apandi (2016), and Saipuloh et a. (2023). The greater
the number of audit results that conform with BPK's
recommendations, the higher the quality of financial
reports; thus, the entity is likely to increase audit opinion
quality. It follows Article 16, paragraph 1 of Law
No. 15/2004. However, the results do not support
research conducted by Nurdiono et a. (2016), which
states that the follow-up to the BPK's recommendations
has no significant effect on the disclosure level in the
financial statements.

Robustness check

This study uses a robustness check model to test
whether the research results are robust. We consider
using different estimators (outlier patterns), as suggested
by Ahmad et a. (2010), Rousseeuw and Christmann
(2003) and Tabatabai et al. (2014). The results show that
each independent variable significantly affects the
dependent variable (see Table 6). However, the resulting
coefficient value is small, at 8 percent. The presence of
outlier data strengthens the main findings of this study.

Table 6. Robustness check results

B SE. Wald Sig. Exp(B)
SPI -,065 ,027 5,827 ,016 ,937
KPU -,278 ,128 4,742 ,029 757
TLHP 1,389 577 5,793 ,018 4,011
Konstanta 1,754 ,347 25,520 ,000 5,777
Hosmer and Lemeshow Test 16,837(,052)
-2Log likelihood 335,865
Nagelkerke R Square ,082
Omnibus Tests 18,974(,000)

Source: Processed Data (2024).

CONCLUSION

This study is intended to empirically prove the factors
that influence BPK's audit opinion by using estimation
parameters derived from 354 IHPS reports for the
Kalimantan region during 2018-2023. The results show
that al the proposed hypotheses are supported. SPI and
compliance with regulations' findings significantly and
negatively affect BPK's audit opinion. This means that
acquiring BPK audit opinions on local governments is
better. Furthermore, the results of TLHP have a
significant positive effect on BPK's audit opinion, which
indicates that the higher the TLHP index, the better the
BPK audit opinion will be. This result has implications
for local governments to understand better the factors that
influence BPK's audit opinion to shrink the right strategy

to maintain WTP opinions or increase opinions to
become WTP.

The next researcher can follow up on the limitations
of the research. The study only uses data from provinces,
districts, and cities in the Kalimantan region, so it may
cause bhias in the method (Jakobsen & Jensen, 2015).
To minimize bias, the next researcher can use a larger
sample of data, not just one area. In addition, the
measurement of the examination findings variable using
the number of findings approach does not fully describe
its effect on opinion (Atmaja & Probohudono, 2015).
Each examination finding has different characteristics
and conditions, thus impacting opinion determination
differently. For that, the next researcher can use other
measurements.
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