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Abstract 
 

A financial statement is a crucial matter since its quality is declining. This research developed and tested a theoretical model which iden-

tified factors directly or indirectly contributing to the financial statement quality, namely audit committee and internal audit; meanwhile, 

external audit and corporate governance were considered as antecedent factors having impact on the report. The objective of the research 

is to gain insight on such factors. The objective of the research is to gain insights on factors that affect such reports. The findings showed 

consistent evidence supporting the theoretical model. They also showed how AC and IA simultaneously and partially impacted the quali-

ty of financial statements (QFS). AC and IA directly or indirectly affect the quality of the financial statement. They also have indirect 

effects through CG and EA in enhancing the quality to 77%. 
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1. Introduction 

A company is subject to present a financial statement with quality 

as its responsibility to authorities. The Financial Accounting 

Standards [28] establishes qualitative characteristics to be 

obtained in accounting information commonly used in decision-

making processes.  

According to the International Financial Reporting Standard 

(IFRS) [30], the quality of information guarantees innately accu-

rate and transparent conveyance. Therefore, the company is en-

couraged to submit a financial statement which is honest and er-

ror-free. In reality, however, some companies manipulate their 

reports in various business practices. Some of the manipulation 

scandals implied large companies which used to have high audit 

quality in the United States of America namely Enron, Tyco, 

Global Crossing, and Worldcom [27]. The same cases also 

occurred in Indonesia, such as PT. Lippo Tbk and PT. Kimia Far-

ma Tbk, also involving financial reporting with an initial indica-

tion of manipulation [24]. 

The cases exhibited involvements of internal parties of the com-

panies such as CEO, commissioners, audit committees, and inter-

nal auditors in committing accounting fraudulence. The cases also 

advocated the assumption that good corporate governance has not 

been implemented well. To improve the quality of financial state-

ment, it must be implemented by internal and external parties of 

the company [57, 62].  

The accountant as a profession plays a vital role in guaranteeing 

reliable financial information for the government, investors, credi-

tors, stakeholders, staff, debtors, the society, and other parties of 

interest. Regrettably, public accountants as external auditors who 

provide an evaluation of the fairness of the report are increasingly 

losing their credibility and independence. The condition is evident 

as there is an increase in lawsuits against public accountants [27]. 

Therefore, the author concluded that there is a need for further 

investigation on how Internal Audit (IA) interacts with Audit 

Committee (AC) in the corporate governance (CG) and how such 

interaction simultaneously affect the quality of the financial state-

ment (QFS). To date, there is almost no study which directly in-

vestigates how Internal Audit (IA) and Audit Committee (AC) 

affects the corporate governance (CG) and external audit (EA). 

Previous researches regarding commissioner boards and Audit 

Committee (AC) were in line with the findings [1, 7-8]. This re-

search points to the way Audit Committee (AC) and Internal (IA) 

affect the quality of financial statements, directly or indirectly 

through corporate governance (CG) and the role of External Audit 

(EA). 

2. Theoretical Development 

2.1. The Quality of Financial Statements  

The International Accounting Standard Board [29] stipulated two 

fundamental qualities in the information namely relevance and 

faithful representation, included in the financial statement to be 

useful in making decisions in the economy. Apart from that, other 

qualities that can enhance the usefulness of financial statements 

include comparability, verifiability, timeliness, and understanda-

bility [22]. Faithful representation refers to conveying information 

in transparency and honesty by describing the real condition of the 

economy, presented in a complete, neutral, and error-free manner. 

Completeness refers to providing complete, decision-making in-

formation to avoid misleading the user. Information upholds neu-

trality when it is free from being biased towards the interest of a 

particular party. A financial statement should also be free from 

error which can mislead users and obstruct the quality of faithful 

representation [33].  

http://creativecommons.org/licenses/by/3.0/
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2.2. The Relationship of Audit Committee (AC) and 

Quality of Financial Statement  

An audit committee is a committee of directors of an organiza-

tion with special responsibilities to review annual reports, ob-

serve financial statements, and reveal findings before submitted 

to the board of directors. 

The committee assists the commissioner board to monitor the 

processes of financial statement reporting by the management to 

enhance the credibility of the financial report [3, 13]. AC func-

tions as evaluators and advocates for the stipulated accounting 

policies, and they are dependable in influencing the approach of 

the company towards financial reporting, the level of transparency, 

and the compliance towards standards of practices. An analysis 

provided proof of positive relationships between the presence of 

AC and the quality of the financial statement: deviation and ad-

justments in revenue found in reports were corrected in the next 

period, and the potential for manipulation was minimal [21]. 

Meanwhile, cases of report manipulation were dominated by 

companies without AC [20]. Other proofs documented AC closely 

connected to the reduction of errors and manipulation of reports as 

some indicators of the quality of the financial reporting [49].  

2.3. The Relationship of Corporate Governance (CG) 

and Financial Reporting (QFS) 

There are debates regarding strong corporate governance [48]. 

Good governance by the board of directors has been proven to 

influence the quality of financial statement, which in turn 

fundamentally affect the level of trust from investors.  

One of the functions applicable in corporate governance is assur-

ing the quality of the process of finance statement. Additionally, 

academic research has found the relationship between weakness in 

governance and the low quality of the financial statement, manipu-

lation of revenue, finance report fraudulent, and inadequate inter-

nal monitoring [7-9, 16, 20, 34-37, 49]. With the development 

above, there are emphases on the need to improve corporate gov-

ernance on financial statement [40-45] such as initiating refor-

mation in the auditing committee [11, 55-56]. 

The process of the governance affects the quality of financial 

statement (for example transparency, objectivity). Even though the 

expectation is that a ‘better’ corporate governance orients to better 

financial reporting, there is no consensus regarding the definition 

of ‘the quality of financial reporting’. 

2.4. The Relationship of External Audit (EA) and the 

Quality of Financial Statement   

An independent auditor is a public accountant who provides audit-

ing services in checking for errors in financial statement. An ex-

ternal auditor is a professional auditor who provides services for 

the public, especially in auditing financial statement their clients 

made [51].  

Auditing activities contribute to the quality of the financial state-

ment. To ensure the quality and the usefulness in making 

decisions in the economy, a company should enforce relevance, 

faithful representation, comparability, verifiability, timeliness, and 

understandability. Therefore, financial statement must be audited 

by an independent and competent external auditor (EA). Inde-

pendent auditors are usually CPA’s who are either individual prac-

titioners or members of public accounting firms who render pro-

fessional auditing services to clients” [12]. By considering the 

traits of independence and competency in public accountants, the 

users such as investors and creditors can rely on the reports in 

making decisions because they can trust the integrity of the report 

released by the public accountant [4]. 

2.5. The Relationship between Internal Auditor (IA) and 

Financial Statement 

An internal auditor acts as a mediator to improve and make an 

organization more efficient based on insights and recommenda-

tions from analysis deriving from the data and the internal process 

of the company. An internal auditor is recognized as a staff as-

signed to monitor and audit so that the system and the documenta-

tion of the financial report of the company can be optimized. Since 

the internal auditor knows the aspects of the company, they can 

effectively detect fraudulence in the report [61]. Internal auditors 

play an important role in preventing deceit and significantly re-

duce costs related to similar activities [18].  

Previous studies employed analytical tests to investigate the way 

internal audit discover discrepancies in financial statement [18]. In 

[18] described how internal auditors were sensitive towards affect-

ing factors in financial report discrepancies. In [32, 47, 59] stated 

that information gained from internal audit influenced the percep-

tion of the stakeholders towards the reliability of the report. 

2.6. The Relationship of Audit Committee (AC) and 

Corporate Governance (CG)  

Besides internal and external audits, an auditing committee holds 

the key to enhance the quality of the corporate governance in 

banks [10, 38]. The committee focuses on corporate governance, 

especially in internal corporate controlling and financial account-

ing system. Corporate governance is defined as “a system which 

guides and control the company” [14]. Therefore, it can be 

assumed that the concept of such governance is related to various 

activities, regulations, guidelines, processes, and procedures. They 

ensure the resources of the company is optimally managed and 

employed by the board of directors and in turn orient to achieving 

the goals to which the company has committed and protect the 

interests of the stakeholders and the society in general [2]. 

According to the Organization for Economic Cooperation and 

Development (OECD) [65], corporate governance is a set of regu-

lations for managers, directors, commissioners, shareholders and 

other stakeholders. In the corporate governance mechanism, there 

are proxies namely independent commissioners, managerial own-

ership, institutional ownership, and auditing committee.  

The governance may include aiding the management in setting the 

strategic direction as well as management control activities [64]. 

Even though the subject of corporate governance in developing 

countries lately have gained attention in literature [46, 52] such 

governance is almost in a neglected state [15]. To be specific, 

most of the studies dedicated themselves to observe the role of 

the auditing committee in corporate governance focus on the 

role of the committee in duties and responsibilities [8, 50, 53]. 

2.7. The Relationship of Audit Committee (AC) and Ex-

ternal Auditor (EA) 

The audit committee holds an essential role in supervising the 

quality of the audit and the financial statement. Most of the com-

mittees choose to consider the whole auditing process and their 

experiences with an auditor based on the quality of their audits. 

The committee has significant responsibilities in preparing the 

audit and ratify the internal control system, and resolve differences 

in the accounting principles of the company [23, 31] and the inter-

ests of external audits.  

A company appoints the committee as a mediator between the 

board of directors and the external audits, internal auditors with 

independent members whose job is to provide supervision. The 

interaction among the audit committee, external auditors, internal 

auditors, the board, and the management is crucial in being a 

competent governing body to produce a high quality of financial 

statement. The external auditor needs to prepare themselves for 

communication with the audit committee regarding the quality 

(and not the acceptability) of the report [55]. 
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2.8. The Relationship of Audit Committee (AC) and 

Corporate Governance (CG) 

Internal auditing activities have been widened to allow their 

functions to apply to the mechanism of key corporate governance 

[19, 25]. Sarbanes-Oxley laws [55] and SEC regulations [56] em-

phasized the importance of the internal audit function as an asset 

to the governance. Internal auditors have the opportunities to pro-

vide their organization with the highest value from improving the 

corporate governance. The definition of an internal auditor shows 

that the range of responsibilities of a professional auditor includes 

the evaluation and the improvement of corporate governance [58]. 

Since it is the responsibility of the internal auditor to assist the 

organization to achieve its goals through a systematic and 

disciplined approach to evaluate and improve the processes in risk 

management, they have the critical role in the process of the gov-

ernance [17]. The Indonesian Internal Auditor Organization [54] 

also mentioned the relationship between the internal audit and 

good corporate governance, which is: “The Organization believes 

that the effective function of internal audit is capable of offering 

important contributions in enhancing the processes in corporate 

governance, risk management, and management control. Internal 

auditors are a vital support for commissioners, audit committees, 

directors, and senior management in forming the foundation for 

the development of corporate governance.” 

2.9. The Relationship of Internal Audit (IA) and Exter-

nal Audit (EA) 

The majority of external auditors depend on internal auditors with-

in a limited span of time and such dependency needs to increase in 

the future [63]. To make decisions regarding the level of depend-

ency on the works of internal auditors, external auditors need to 

assess the quality of the internal audit. Most of the work of inter-

nal auditors may be useful for external auditors in determining the 

nature, the duration, and the span of work of the audit. However, 

such dependency may be less should the ‘in-house’ internal audit 

be compared to ‘outsourced’ internal audit because it is regarded 

as less independent [26].  

2.10. The Relationship of Audit Committee (AC) with 

Financial Statement through Corporate Governance 

(CG) and External Audit (EA) 

External auditors play an important role in monitoring and assist-

ing the improvement of financial statement and therefore can be 

considered as an essential party in corporate governance. Auditors 

must be ready to discuss with the audit committee regarding the 

quality and not only the acceptability of the report [55]. In [39] 

pioneered the notion that committee independency manifestation 

will increase the independence of an auditor and raise 

transparency in the report. 

Among other responsibilities, the audit committee monitors poli-

cy and procedure compliance and evaluate internal and external 

audits as well as inspection reports. In this case, in [50] described 

the role of the audit committee as a monitoring body authorized 

to carefully observe the process of financial reporting and ensure 

that the audit of the report is reliable and relevant with the corpo-

rate governance. 

2.11. The Relationship of Internal Audit (IA) and Fi-

nancial Statement through Corporate Governance (CG) 

and External Audit (EA) 

Figure 1 depicts the hypothesis structural model for each factor of 

the study. Every link in the model is labeled with their correspond-

ing hypothesis (with the recommended direction). The model is 

used to determine the relationship among the audit committee, 

internal audit, corporate governance, and external audit with fi-

nancial statement report. 

 

 
Fig. 1: Theoretical model 

2.12. Direct Association with the Quality of Financial 

Statement Report 

For the relationship, the following hypotheses were put to the test: 

H1: The relationship of the audit committee with the quality of the 

financial statement (QFS). 

H2: The Relationship of Corporate Governance (CG) and Finan-

cial Statement (QFS) 

H3: The Relationship of External Audit (EA) and the Quality of 

Financial Statement (QFS) 

H4: The Relationship of Internal Audit (IA) and the Quality of 

Financial Statement (QFS) 

2.13. Indirect Association with the Quality of Financial 

Statement (QFS) 

By combining the relationship between audit committee (AC), 

internal audit (IA), external audit (EA), and corporate governance 

(CG), they can provide a deeper understanding about high-quality 

financial statement. The audit committee and internal audit will 

encourage the implementation f corporate governance principles, 

besides audits from external auditors. In so doing, the financial 

report published is of high quality. Therefore, the following hy-

potheses are tested: 

H1a: There is a positive relationship of Audit Committee (AC) 

and Corporate Governance (CG) 

H1b: There is a negative relationship between the audit committee 

(AC) and external auditor (EA) 

H4a: There is a positive relationship between internal audit (IA) 

and Corporate Governance (CG). 

H4b: There is a negative relationship between internal audit (IA) 

and external audit (EA) 

There is an indirect effect of corporate governance (CG) and ex-

ternal audit (EA) to the relationship between the audit committee 

(AC) and internal audit (IA) with the quality of the financial 

statement, with the following theses examined: 

H1c: The audit committee (AC) has an indirect effect on the quali-

ty of the financial statement (QFS) through the corporate govern-

ance (CG) and external audit (EA). 

H4c: The internal audit (IA) has an indirect effect on the quality of 

the financial statement (QFS) through the corporate governance 

(CG) and external audit (EA). 

3. Methodology 

The data was compiled using a survey spread to audit managers 

registered in Indonesia. The questionnaire was spread to 619 re-

spondents with 230 of them completed the survey, reaching the 

effective percentage amounting to 36%. The variables measured in 

the questionnaire include audit committee, corporate governance, 

internal audit, and external audit towards the quality of the finan-

cial report. The audit committee was measured through direct 

questions regarding the audit committee. Corporate governance 

was measured using an instrument adaptive towards the imple-
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mentations of the principles of corporate governance. Internal 

audit refers to the effectiveness in detecting the possibilities of 

discrepancies. Subjects answered directly to questions about the 

internal audit in detecting the discrepancies. The external audit 

was measured with the audit standard application. The subjects 

were asked to show the frequency of the audits and the implemen-

tations of the corporate governance principles.  

4. Results and Discussion 

Table 1 shows the results of the path analysis and each hypothesis 

with its corresponding path coefficients. A figurative representa-

tion can also be seen in Figure 2. The R2 reported for the depend-

ent variables of financial report quality is 0.55, 0.30 for CG and 

0.33 for EA.  

 
Table 1: Path analysis results 

De-

pendent 
Varia-

ble 

Inde-

pendent 
Variable 

Associ-

ated 
Hypoth-

esis 

Path 

Coeffi-
cient 

T-Statistics 

(Bootstrap-
ping) 

Signifi-

cant 
p-Value 

QFS AC H1 0.053 0.864 ns 

QFS CG H2 -0.159 1.155 p < 0.10 

QFS EA H3 0.707 3.900 p < 0.01 

QFS IA H4 -0.192 2.690 p < 0.01 

CG AC H1a: 0.139 1.734 p < 0.10 

EA AC H1b: -0.202 3.228 p < 0.01 

CG IA H4a 0.523 7.643 p < 0.01 

EA IA H4b -0.518 6.750 p < 0.01 

Note: 
*
p < 0.10, 

**
p < 0.05, 

***
p < 0.01, ns—not significant. 

 

 
Fig. 2: Path analytic model 

 

The structural model was evaluated based on the R2 and beta 

coefficients. The stability and significance of the structural path 

estimation statistics were evaluated using the bootstrap repeated 

sampling method [60]. Exogenous variables in the model explain 

some variances: The quality of financial statement have R2 as high 

as 0.55; the R2 of corporate governance (CG) was 0.30; the R2 

value for external audit (EA) was 0.33. CG and EA collectively 

contributed 77% or R2 = 0.434 from the total variance explained 

in the composite latent variable. To be more specific, the predic-

tors were significant towards the quality of the financial statement 

for the corporate governance factor with beta -0.159, p < 0.10, % 

R2 = 0.139; the external audit factor with beta 0.707, p < 

0.001, %R2 = 0.635; and internal audit factor with beta -0.192, p < 

0.001, % R2 = 0.172. Thus, hypotheses 2, 3, and 4 are acceptable. 

Hypothesis H1a predicted a positive relationship between the audit 

committee and corporate governance, while H1b predicted a nega-

tive relationship between the audit committee and the external 

audit. Both hypotheses are strongly supported. H1a and H1b are 

therefore acceptable. For H1a, the beta coefficient is positively 

significant, amounting to 0.139 (p < 0.10), and H1b’s beta co-

efficient negatively sufficient amounting to -0.202 (p < 0.01). 

They translated to the external audit being independent in its audit. 

The following is the second set of sub-hypothesis of H4a and H4b. 

Hypothesis H4a predicted a positive relationship between internal 

audit and corporate governance, while H4b predicted a negative 

relationship between internal audit and external audit. Both H4a 

an H4b is acceptable since the beta coefficient of H4a was 0.523 

and it explained the relationship between internal audit and corpo-

rate governance by showing that there was a positive effect from 

internal audit on corporate governance. The beta coefficient of 

H4b was -0.518 which entailed a negative effect of internal audit 

on external audit. It was due to the information obtained from the 

audit committee and the internal audit was considered as input or 

recommendations for the external audit. 

Hypothesis 1c: The audit committee (AC) has an indirect effect on 

the quality of the financial statement through the corporate gov-

ernance (CG) and external audit (EA). 

The effect was then measured with the intervention variables from 

corporate governance and external audit which was in line with 

hypothesis 1c (H1c). The primary relationship evaluated involved 

indirect effect and intervention. Indirect effects of audit committee 

towards the quality of financial statement comprised of the follow-

ing paths and were measured based on the coefficient values of the 

paths in Table 2. 

 

Path (1) AC - CG - FRQ: 0.139 × 0.159 = 0.0221;  

Path (2) AC - EA - FRQ: -0.202 × 0.707 = -0.1428; the total of 

indirect effects: -0.1207. 

 

Path (1) exhibited indirect effects of audit committee exclusively 

through corporate governance (0.0221).  

Path (2) exhibited indirect effects of audit committee through 

external audit (-0.1428).  

 
Table 2: Decomposition of observed correlations AC-RFQ 

Relations Observed Correlation Direct Effect Indirect Effect 

AC-QFS 
-0.270

*** 0.052 -0.1207 

AC - CG 
-0.263

***
 0.139

*
 

 

AC - EA 
-0.304

***
 -0.202

***
 

 

CG- QFS 
0.135

**
 0.154

*
 

 

EA- QFS 
0.215

***
 0.707

***
 

 

Note: *p < 0.10, **p < 0.05, ***p < 0.01. 

 

The results showed that there was a direct relationship between the 

audit committee and the quality of the financial statement as much 

as -0.270 and it was based on two effects. First, there was a direct 

effect of 0.052 (see Table 2). Second, there was an indirect effect 

amounting to -0.1207 (see Table 2), which can be decomposed 

further into parts that could be related to external audit amounting 

to -0.1428. According to [6], the indirect effect higher than 0.05 

could be considered significant and essential in the path analysis. 

It, therefore, showed the relationships among audit committee, 

corporate governance, and external audit with financial statement 

report. 

To make sure whether the mediation was simultaneous or partial, 

the research employed criteria [5] suggested. Indirect effects via 

corporate governance and the external audit were higher than 0.05, 

rendering H1c was acceptable. For this hypothesis, the relation-

ship between the audit committee and the financial report quality 

on the zero-order correlation was significant (r = -0.270, p < 0.01). 

However, after controlling the indirect effects via considerations 

in the implementations of corporate governance principles and 

external audit, the path coefficient was not significant. It meant, 

therefore, that corporate governance and external audit fully medi-

ated the relationship between the audit committee and the quality 

of the financial report. Based on the result above, H1c was ac-

ceptable. Additionally, corporate governance and external audit 

had significant direct effects on the quality of the financial report, 

in line with their hypotheses 2 and 3. 
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This research combined the intervention effect from corporate 

governance and external audit on the relationship of the audit 

committee and the quality of the financial report. The results sup-

ported H1c, and therefore they provided extra proof to explain the 

complex relationship. It meant, therefore, that corporate govern-

ance and external audit fully mediated the relationship between 

the audit committee and the quality of the financial report. It also 

entailed that audit committee indirectly affected the quality of the 

financial report through the intervention of the implementation of 

corporate governance principles and external audit. 

Hypothesis 4c: The internal audit (IA) has an indirect effect on the 

quality of the financial statement through the corporate govern-

ance (CG) and external audit (EA). 

The indirect effect or the effect of internal audit towards the quali-

ty of financial report was measured with intervention variables of 

corporate governance and external audit which was in line with 

hypothesis 4c (H4c). Indirect effects of internal audit towards the 

quality of financial statement comprised of the following paths 

and were measured based on the coefficient values of the paths in 

Table 3. 

 

Path (1) IA-CG- QFS: 0,523 × 0.159 = 0,0832;  

Path (2) IA-EA- QFS: -0.518 × 0.707 = -0.3662; the total of indi-

rect effects: -0.283. 

 

Path (1) showed that indirect effects through corporate governance 

were 0.0832 of value, while path (2) showed indirect effects from 

external audit amounting to -0.3662. Both paths revealed indirect 

effects of -0.283, which was larger than 0.05. It translated into the 

condition that the relationship among internal audit, external audit, 

and corporate governance with financial statement quality com-

prised of two effects, namely direct and indirect effects. 

 
Table 3: Decomposition of observed correlations IA-QFS 

Relations Observed Correlation Direct Effect Indirect Effect 

IA- QFS 
0.125

** -0.192
*** -0.283 

IA - CG 
0.465

***
 0.523

***
 

 

IA - EA 
0.578

***
 -0.518

***
 

 

CG- QFS 
0.135

**
 0.159

*
 

 

EA- QFS 
0.215

***
 0.707

***
 

 

Note: *p < 0.10, **p < 0.05, ***p < 0.01. 

 

Table 3 displayed correlation decomposition towards direct and 

indirect effects. Since the indirect effect of corporate governance 

on the quality of financial statement report was higher than 0.05, 

H4c was deemed acceptable. However, it should be noted that 

only partial mediation occurred since the correlation between in-

ternal audit and the quality of financial statement report was 0.125 

and p < 0.01 and remained significant (-0.192, p < 0.01) after con-

trolling the effect on mediation at -0.283.  

5. Conclusion 

The audit committee and internal audit have simultaneous and 

partial effects on the quality of financial statement. The audit 

committee and internal audit have direct and indirect effects on the 

quality of financial statement. The audit committee and internal 

audit have indirect effects on corporate governance and external 

audit in improving financial statement. However, the quality of the 

financial statement is not only affected by factors of the audit 

committee, internal audit, external audit, and corporate govern-

ance alone since there are other intertwining factors involved. It 

was evident that a ‘corporate responsibility’ has a significant bur-

den to improve the quality of financial statement, the roles audit 

committee/internal audit, external audit, and corporate governance 

have gained momentum in importance. The audit committee has 

the primary responsibility to ensure the mechanism of company 

accountability has run and function well to produce high-quality 

financial statement. 

There is strong and coordinated cooperation between audit com-

mittee, internal audit, and external audit, besides being supported 

by effective corporate governance. First, the audit committee has 

positive effects on the quality of financial statement. It means that 

the more effective the audit committee, the higher the quality of 

the financial statement. Second, the external audit has a positive 

effect on the quality of financial statement. It entails that the more 

effective the external audit, the higher the quality of the financial 

statement. Third, there is a negative relationship between the audit 

committee and the external audit. Thus, the audit committee has a 

positive effect on the external audit. Fourth, there is a negative 

relationship between internal audit and external audit. Thus, an 

internal audit affects external audit.  

5.1. Recommendations 

The Profit and the investment of a company’s assets need to be 

increased so that its going concern is not affected and cause 

doubts on the part of the auditor on the matter. 

Before investing, prospective investors should consider opinions 

from auditors. 

Bank management needs to pay attention to its going concern to 

avoid the going concern of the audit’s viewpoint provided by an 

independent auditor. 

Future research needs to increase the number of samples involved. 

Future research should also add other variables that build the opin-

ion of an audit’s going concern such as the opinion from previous 

audits and the performance of other financial aspects. 

This research contributes to improving the quality of the financial 

statement report by focusing on the effects of independent varia-

bles collectively. The findings provide consistent proofs that it is 

not only affected by the audit committee, internal audit, external 

audit, and corporate governance, but also other factors. The impli-

cation is that there is a need to understand that the findings have 

their limitations. First, it should study a survey of a pre-

determined number of samples. Second, there may be problems of 

uncontrolled intervention and moderation variables. Third, this 

research focused only on the realms of auditing and the quality of 

the financial statement. Further investigation is needed to deter-

mine whether the variables in this study also affect the quality of 

the financial statement in other accounting settings. 

5.2. Limitations 

This research fundamentally has limitations namely the use of 

three variables (2 profitability variables proxied with ROE and 

ROA) and asset growth (TAG), as well as acceptance towards the 

opinion of going concern audit. There are, of course, voluminous 

variables to be studied. 

5.3. Implications 

Inform (prospective) investors about the financial and non-

financial condition as a tool to predict the longevity of a bank. 

With the revelation of the bank’s going concern stated in the opin-

ion of an audit, the management of the bank can put efforts into 

maintaining the going concerns as well as improving their work 

performance. 

Investors/creditors can decide on granting a loan and stipulating 

policies to monitor the granted credits. 
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