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Abstract

The purpose of this study is to provide empirical evidence of pentagon fraud risk factors sush as financial targets,
financial stability, number of audit committee members, nature of industry, change in auditors, auditor opinion,
change in director, proportion of the independent commissary, frequent number of CEO pictures, and CEO duality on
fraudulent financial reporting with KAP big four as a moderating variable. The samples in this study were all
state-owned companies listed on the Indonesia Stock Exchange in 2014-2018. The purposive sampling technique
was used in sampling so that 55 companies were obtained. This study uses logistic regression analysis techniques
with SPSS version 26. The results of the study indicate that financial stability and the auditor's opinion influence the
fraudulent financial reporting. However, financial targets, number of audit committee members, nature of industry,
change in auditors, change in director, proportion of the independent commissary, frequent number of CEO pictures,
and CEO duality not effect on fraudulent financial reporting.
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1. Introduction

The performance of a company can be demonstrated by the issuance of financial statements. Financial statements are
a financial information and final output of the accounting process in a particular accounting period, its purpose is as a
communication tool between financial data or operational activities of a company with various internal and external
parties of the company. Every company tries to maintain its existence, so management strives to present financial
statements as best as possible. But on the other hand, it triggers management to commit fraud by manipulating
financial statements. The practice of fraud has happened both at home and abroad. In Indonesia, one of them is PT.
Garuda Indonesia Persero Thk. the beginning of 2018 recorded a profit of USD 809.85 thousand. This figure jumped
sharply compared to 2017 which lost a total of USD 216.58 million. This performance is surprising because in the
third quarter of 2018 the company also lost USD 114.08 million. For this violation, OJK dragged KAP Tanubrata
Sutanto Fahmi Bambang and Partners as auditors of the company's financial statements. Related to the number of
cases of fraud, SAS No. 99 provides guidance for auditors to be more effective in detecting fraudulent financial
reporting and assessing various risks that will occur. Cressey, (1953) in the theory of fraud triangle categorizes three
factors causing financial statement fraud, namely pressure, opportunity, and rationalization. 2004, meanwhile Wolfe
& Hermanson, (2004) perfecting the theory of fraud triangle by adding one element, namely the capability. Other
than that, Crowe's Horwath also involved in the development of fraud theory, namely pentagon fraud in 2011. The
research he did added a new element, arrogance.

The gap phenomenon in this study is empirical evidence related to the inconsistency of the results of several previous
studies. Research conducted by Tessa & Harto, (2016); Kurnia & Anis, (2017) shows that financial target no effect
on fraudulent financial reporting. But research Mertha Jaya & Poerwono, (2019) shows that financial target effect on
fraudulent financial reporting. Tessa & Harto, (2016); Kurnia & Anis, (2017); Ratnasari & Solikhah, (2019) shows
that financial stability effect on fraudulent financial reporting. Research Zulfa & Bayagub, (2018); Sasongko &
Wijayantika, (2019) shows that financial stability no effect on fraudulent financial reporting.

Research results from Handoko & Ramadhani, (2017) which shows that the number of audit committee members no
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effect on fraudulent financial reporting. While research Indriani & Terzagh, (2017); Marliani, (2019) shows that the
number of audit committee member effect on fraudulent financial reporting. Research Sasongko & Wijayantika,
(2019) found that nature of industry no effect on fraudulent financial reporting. While research Kurnia & Anis,
(2017); Indriani & Terzagh, (2017); Marliani, (2019) shows that nature of industry effect on fraudulent financial
reporting. Research conducted Tessa & Harto, (2016); Kurnia & Anis, (2017); Lestari & Henny, (2017) find that
result change in auditor no effect on fraudulent financial reporting. While research Putriasih, (2016) show that results
change in auditor effect on fraudulent financial reporting. The auditor's opinion has a significant effect on fraudulent
financial reporting, Ulfah et al., (2017) but research Aprilia, (2017); Nugraheni & Triatmoko, (2016) show results
auditor's opinion has no influence on fraudulent financial reporting. Tessa & Harto, (2016); Kurnia & Anis, (2017)
have researched change in director that there is no influence on fraudulent financial reporting. But research Zulfa &
Bayagub, (2018); Sasongko & Wijayantika, (2019) shows that change in director effect on fraudulent financial
reporting. Research Aprilia, (2017); Indriani & Terzagh, (2017); Kurnia & Anis, (2017) find that result proportion of
the independent commissary no effect on fraudulent financial reporting. While research Putriasih, (2016) show
results if proportion of the independent commissary effect on fraudulent financial reporting.

Frequent number of CEQO's picture no effect on fraudulent financial reporting this result is a research from Akbar,
(2017); Kurnia & Anis, (2017); Sasongko & Wijayantika, (2019). However, Tessa & Harto, (2016); Lestari & Henny,
(2017) show that results Frequent number of CEO's picture effect on fraudulent financial reporting. Research result
Akbar, (2017); Sasongko & Wijayantika, (2019); Ratnasari & Solikhah, (2019) that CEO duality no effect on
fraudulent financial reporting. While, research Yang et al., (2017) that CEO duality effect on fraudulent financial
reporting. The novelty is adding several independent variables that are used, among others, the number of audit
committee members, nature of the industry, auditor opinion, proportion of the independent committee, frequent
number of CEO Picture, and CEO duality.

2. Literature Review and Hypothesis Development
2.1 Agency Theory

Agency theory was coined by Jensen & Meckling, (1976) mention there are two parties, namely the principal and
agent. The main basis for the emergence of agency theory is because of differences in interests between the two
parties (conflict of interest). Principal wants to get a good financial performance in the form of return on investment
and expects the agent to be able to realize the interests of the company. While, the agent wants to get a reward from
the principal for his performance. Information and extensive knowledge possessed by agents compared to principal
lead to assymetric information which will trigger fraud.

2.2 Pentagon Fraud

The Crowe's Fraud Pentagon coined by Crowe's (2011). This theory is a renewable theory and the development of
the theory of Fraud Triangle and Fraud Diamond proposed by Cressey, (1953) and Wolfe & Hermanson, (2004). In
pentagon fraud theory, Crowe's added one other element of fraud, namely arrogance. Arrogance illustrates the
attitude of superiority of a person on the positiowolfen or rights they have, so that they assume that the company's
internal control does not apply to him.

2.3 Financial Targets on Fraudulent Financial Reporting

Financial target have an agency relationship that will cause a conflict of interest that triggers fraud. According to
Skousen et al., (2009) Financial target measurement can use return on assets (ROA) to see how efficient a company's
assets are in generating profits. The high value of ROA shows that the company's performance in generating profits
is getting better (Lestari & Henny, 2017; Pamungkas, 2018). Therefore, the higher the value of ROA, the higher the
potential for fraudulent financial statements. But on the contrary, if the value of ROA is low, it illustrates the
company's financial condition decreases (Chabachib et al., 2019; Irwandi et al., 2019; Pamungkas & Utomo 2018).
This is considered because the auditor's performance is poor and lacks quality. So, the company will choose a
qualified auditor so that the company's financial condition improves. Big four KAP is considered to have better
quality than non big four KAP. Based on this description, this study proposes the following hypothesis:

H1la: Financial target positive effect on fraudulent financial reporting
H1b: KAP big four weakens the relationship financial target against fraudulent financial reporting
2.4 Financial Stability on Fraudulent Financial Reporting

Financial stability related to agency theory. Principal will reward agents for the results of their performance.
Therefore the agent will do a variety of ways to display the best performance. SAS No. 99 explains that financial
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stability describe the stability of financial conditions. The company's total assets that decline even negatively cause
investors not interested in investing and assume that the company is not able to operate the company's activities and
even make a maximum profit. Management will manipulate financial statements to cover the instability of the
company's condition (Tessa & Harto, 2016; Utomo et al., 2019; Wahyudi et al., 2019). The company's total assets are
low, so the potential for financial statement fraud is higher. In order to minimize the occurrence of fraudulent
financial reporting, the company will use an external auditor as the mediator. Companies will tend to use big four
KAPs because they are considered to have better quality than non big four KAPs. Based on this description, this
study proposes the following hypothesis:

H2a: Financial stability negative effect on fraudulent financial reporting
H2b: KAP big four weakens the relationship financial stability against fraudulent financial reporting
2.5 The Number of Audit Committee Members on Fraudulent Financial Reporting

The relationship of the audit committee with agency theory can be seen from its tasks and functions. The audit
committee controls management, so that it is not opportunistic. Fraud occurs because internal controls are weak and
there is no prevention or prior detection. Audit committees will be ineffective if they are too large or too small
(Dalton et al, 1999). Too many audit committee members will result in loss of focus and become less participatory,
while an audit committee size that is too small will be less effective because of the lack of skills and knowledge. The
size of the audit committee is large, the quality of financial statements is increasingly guaranteed. So, that the
number of audit committees can minimize fraud. To support the audit committee's duties so that they can run well
and are in line with company demands, the role of external auditors is needed. In addition to assisting the duties of
the board of commissioners, the audit committee is also tasked with giving consideration to directors in terms of
selecting auditor services. The greater the number of members of the audit committee, the higher the demand for
good quality auditors or often called the KAP big four. Based on this description, this study proposes the following
hypothesis:

H3a: The number of audit committee member negative effect on fraudulent financial reporting

H3b: KAP big four weakens the relationship of the number of audit committee members against fraudulent financial
reporting.

2.6 Nature of Industry on Fraudulent Financial Reporting

According to agency theory that the nature of industry arises because of assymetric information. The agent has
extensive information and knowledge about the company's condition and future prospects rather than the principal.
Nature of industry is calculated using the ratio of changes in receivables (Sihombing & Rahardjo, 2014). The higher
the value of the ratio of changes in the total receivables of a company, the potential for fraudulent financial reporting
is also higher. The role of the external auditor is used as a third party in an effort to minimize the occurrence of
fraudulent financial reporting (Ghozali et al., 2019; Irwandi et al., 2019; Utomo et al., 2020). High audit quality is
indicated by the role of external auditors working in big four KAP companies rather than non big four KAP external
auditors. Based on this description, this study proposes the following hypothesis:

H4a: Nature of industry positive effect on fraudulent financial reporting
H4b: KAP big four weakens relations nature of industry against fraudulent financial reporting
2.7 Change in Auditors on Financial Reporting Fraudulent

SAS No. 99 explained that the company that changed auditors was indicated to have committed fraud and eliminated
fraud trail. Companies that experience financial difficulties in a certain period will lead to bankruptcy. Such
conditions will force companies to change auditors. The more often companies make changes in auditors, the higher
the fraud that occurs in the company. The purpose of change in auditor in this study, can be in the form of auditor
change from KAP big four to KAP non big four, change of auditor KAP non big four to KAP non big four, and KAP
big four become KAP non big four. Financial difficulties make companies tend to use auditors with higher quality
than before because to gain shareholder trust and reduce risk (Chabachib et al., 2019; Sari et al., 2020). This was
done because the big four KAP was considered to be able to produce greater independence, maintained and quality
than the non big four KAP. Based on this description, this study proposes the following hypothesis:

H5a: Change in auditor positive effect on fraudulent financial reporting
H5b: KAP big four weakens relations change in auditor against fraudulent financial reporting
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2.8 Auditor Opinion on Fraudulent Financial Reporting

The financial statements are presented by management, then the accountants are assessed and their accuracy by the
external auditor by issuing an auditor's opinion based on the conditions that occur in the company. In this study, the
opinion issued by the auditor in the form of Fair Opinion Without Exception with Explanatory Language. This type of
opinion is a form of auditor's tolerance for earnings management practices. Thus, the company obtains an unqualified
opinion with an explanatory language, the potential for fraudulent financial reporting in the company is higher.
According to Nugraheni & Triatmoko, (2016), Fair Opinion Without Exception With the Explanatory Language
obtained by the company, means that the auditor tolerates earnings management through an explanatory language. So,
that the possibility of management will be rational that what it is doing is not wrong. The reputation and big name
owned by the auditor is able to provide better quality audit reports including disclosing going concern. Therefore,
KAP big four is considered to have better quality than KAP non big four. Based on this description, this study
proposes the following hypothesis:

H6a: Auditor's opinion has a positive effect on fraudulent financial reporting
Heb: KAP big four weakens relations auditor's opinion on fraudulent financial reporting
2.9 Change in Director on Fraudulent Financial Reporting

Based on agency theory, companies can do change in director to reduce agency conflict between the principal and
agent. Agents have a personal interest to obtain their own welfare so it is not in line with the principal's expectations,
this is called a conflict of interest. Change in director is a delegation of duties and responsibilities from the old board
of directors to the new board of directors with a view to improving the performance of the previous directors by
changing the composition of the board of directors and the recruitment of competent directors. Companies make
changes to directors, can cause stress periods that will trigger fraud. The more companies do change in director, the
higher the potential for report fraud. With the new directors wants to make changes or improvements to accounting,
financial, and KAP policies (Pratama & Ariyanto, 2016). The new directors need better quality auditors who are able
to meet the demands of the company. To improve performance, the new directors conducted various methods by
selecting big four KAPs that were considered to be of higher quality and capable of detecting fraudulent financial
reporting. Based on this description, this study proposes the following hypothesis:

H7a: Change in director positive effect on fraudulent financial reporting
H7b: KAP big four weakens relations change in director against fraudulent financial reporting.
2.10 Proportion of the Independent Commissioners on Fraudulent Financial Reporting

The independent board of commissioners is considered to be able to minimize the occurrence of fraud because the
independent board of commissioners is a party that has no special relationship with the company. The independent
board of commissioners will be responsible for overseeing management's performance. So, that internal supervision
becomes better and more effective. The greater the proportion of independent commissioners in a company, the more
effective the supervisory function of the company (Carcello et al, (2002); Davidson et.al, (2005); Ganang and Agus,
2017). To realize the important role of the board of commissioners in corporate governance, the independent board of
commissioners involves a high quality KAP to assess the quality of information presented by management. The more
independent boards of commissioners, the more effective the corporate governance mechanism is expected to be, the
selection of qualified auditors will be involved to create reliable information (Hidayah et al., 2020; Utomo et al.,
2018). So, that a high quality KAP (KAP big four) can detect fraudulent financial reporting. Based on this
description, this study proposes the following hypothesis:

H8a: Proportion of the independent commissary negative effect on fraudulent financial reporting

H8b: KAP big four weakens the relationship of proportion of the independent commissary against fraudulent financial
reporting

2.11 Frequent Number of CEO Pictures on Fraudulent Financial Reporting

Frequent number of CEO picture is the number of CEO images in the annual report. The number of CEO photos in
the company's annual report shows that the CEO wants to be known by the public at large and treat themselves as
celebrities (Pamungkas & Utomo, 2018). The increasing number of CEO photos appearing in the company's annual
report, is expected to increase the nature of its arrogance. So, that it is able to commit fraud without fear of internal
control. This arrogance character requires the role of an external auditor to minimize fraud, especially in the financial
statements. The use of external auditors or big four KAP is more desirable because it can find misstatements
compared to companies that use non big four KAP audit services. Based on this description, this study proposes the

Published by Sciedu Press 183 ISSN 1923-4023 E-ISSN 1923-4031



http://ijfr.sciedupress.com International Journal of Financial Research \ol. 11, No. 5; 2020

following hypothesis:

H9a: Frequent number of CEO picture positive effect on fraudulent financial reporting

H9b: KAP big four weakens relations frequent number of CEO picture against fraudulent financial reporting
2.12 CEO Duality on Fraudulent Financial Reporting

CEO duality means that the CEO has two positions at once in one company as a board of commissioners. This is
considered to cause agency problems with the principal. This condition will have an impact on the low level of
corporate supervision function that will be used by several parties to commit fraud (Ratnasari & Solikhah, 2019).
CEO duality signifies poor corporate governance (Yang et al., 2017). The higher the attitude of CEO arrogance with
the dual position of CEO Duality, the higher the practice of fraud in the company. According to research Makni et al.,
(2012) shows that concurrent positions as CEO and board of commissioners have a positive signal to shareholders
because their interests will be aligned with the selection of high-quality and well-known auditors. In other words, the
combined function of the CEO and the board of commissioners supports the selection of high quality auditors or big
four KAPs to detect fraud. Based on this description, this study proposes the following hypothesis:

H10a: Frequent number of CEO picture positive effect on fraudulent financial reporting
H10b: KAP big four weakens relations frequent number of CEO picture against fraudulent financial reporting

Framework for research on the influence of financial targets, financial stability, the number of audit committees,
nature of the industry, change in auditor, auditor opinion, change in director, proportion of the independent
committee, frequent humber of CEQ picture, CEO duality on fraudulent financial reporting with KAP big four as a
moderating variable can be seen as follows:

3. Results

This research is a type of quantitative research using secondary data obtained from annual reports from the
company's website or the Indonesia Stock Exchange website. The population in this study are all state-owned
companies listed on the Indonesia Stock Exchange in 2014-2018. Purposive sampling is a sample technique used to
obtain 55 sample companies with a study period of five years. Following is the selection process based on sample
criteria:

Table 1. Sample selection process based on criteria

Not
No. Sample Criteria Criteria Amount

1 BUMN companies go public listed on the IDX during the period 2014 - 2018. - 20

2 The company publishes the audited annual report on the company's website or - 20
the IDX website during the period 2014 - 2018.

3 The company publishes audited annual reports in rupiah currency during the 3) 17
2014-2018 period.

4 The company did not present complete data during the period 2014 - 2018 to (6) 11
calculate the research variables.
Total companies meet the criteria - 11
Total Samples 11 x5=55

Source: Secondary data processed in 2020

3.1 Operational Research Variables

The operational definition of variables in this study is divided into three. First the dependent variable is indicated by
the fraudulent financial reporting. Both variables are independent by using the indicators contained in Crowe's Fraud
Pentagon Theory that is pressure, opportunity, rationalization, competence and arrogance. Third, moderation
variables that are proxy with KAP big four. Here are the operational definitions of the research variable:
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Table 2. Operational research variables

Variable Measurement Scale

X1 Financial Target ROA = Earning After Interest Tax/Total Assets Ratio

X2: Financial stability ACHANGE = Total Asset (t)- Total Asset (t-1)/ Total Assets (t) Ratio
X3: The Number of Audit Total audit committee in the company Nominal

Committees
X4: Nature of Industry RECEIVABLE = Recievable (t) - Recievable (t-1) Ratio
Sales (t) Sales (t-1)
Receirable ;y  Receirable
Sales gy - Sales p_qy
X5: Change in Auditor Dummy variable, changing KAP "1", not changing KAP "0" Nominal
X6: Auditor's Opinion Dummy variable, accepts WTP opinion with explanatory Nominal
paragraph "1", does not accept WTP opinion with explanatory
paragraph "0"
X7: Change in Director Dummy variable, Change Directors "1", do not Change Directors ~ Nominal
IIOII
X8: Proportion of The IND = The Number of Independen Board Ratio
Dependent Committee The Total of Number Commissioners
X9: Frequent Number of Total Photos of CEOs in Annual Financial Reports Nominal
CEO picture
X10: CEO of Duality Dummy variable, presence of double position "1", absence of Nominal
double position "0"
Z: KAP Big Four Dummy variable, the company uses Big Four KAP "1", the Nominal
company does not use Big Four KAP "0"

Y: Fraudulent Financial F-Score Nominal

Reporting

Source: Secondary data processed in 2020

3.2 Data Analysis Method

Data analysis method in this research is logistic regression analysis with interaction regression analysis technique.
The choice of this analysis method is because the dependent and moderating variables use dummy variables. The use
of logistic regression testing ignores the normality test and the classic assumption test on the dependent variable.
Analysis tools using SPSS version 26. Testing in this study through several stages, namely descriptive statistical
analysis, the overall regression model test, the feasibility test of the regression model, the coefficient of
determination test. Here is a model logistic regression equation:

Table 3. Logistic regression equations

Regression Model

Regression Equation

Regression 1

Ln == =0+ 1X1+2X2 + 3X3 + 4X4 + 5X5 + 6X6 + 7X7 + BBE B B B BB

58X8 + 9X + 10x10 + B €
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Regression 2

Ln 7= =0+ 1X1+2Z+3X1Z+ BBB S €
Regression 3

Ln == =0+ 1X2+2Z+3X2Z + BBB S €
Regression 4

Ln 7= =0+ 1X3+2Z+3X3Z + BBB S €
Regression 5

Ln == =0+ 1X4+2Z+3X4Z + BBB S €
Regression 6

Ln 7= =0+ 1X5+2Z +3X5Z + BBB €
Regression 7

Ln == =0+ 1X6+2Z +3X6Z + BBBf €
Regression 8

Ln 7= =0+ 1X7+2Z+3X7Z+ BBB S €
Regression 9

Ln 7= =0+ 1X8+2Z+3X8Z + BBB S €
Regression 10

Ln == =0+ 1X9+2Z +3X9Z + BBB €

Regression 11

Ln T =0+ 1X10 +2Z + 3X10Z + BBE B €

Source: Secondary data processed in 2020

4. Discussion
4.1 Hypothesis Test

The results of testing the hypothesis using logistic regression as follows:

Table 5. Hypothesis test results

Variable p-Value Sig. Hypothesis
X1=Y 33,703 0.063 Rejected
X2 =Y -17,703 0.026 Accepted
X3 =Y 1,600 0.089 Rejected
X4 =Y -52,309 0.017 Rejected
X5 =Y -16,925 .999 Rejected
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X6 =Y 4,375 0.048 Accepted
X7 =Y 1,948 .185 Rejected
X8 =Y 14,269 .250 Rejected
X9 =Y -1,156 0.092 Rejected
X10 =Y 257 0.895 Rejected
X1*ZY—=+ Y 4,310 .883 Rejected
X2*ZY=+ Y 4,043 0.557 Rejected
X3*ZY—=+ Y 0.938 0.450 Rejected
X4*ZY—=+ Y -13,687 .357 Rejected
X5*ZY=+ Y - 1,830 1,000 Rejected
X6*ZY—= Y -19,480 .999 Rejected
X71*ZY—=+ Y 20,551 .999 Rejected
X8*ZY—+ Y 1,751 0.917 Rejected
X9*ZY—= Y 0.082 .887 Rejected
X10*ZY—=+ Y 17,716 .999 Rejected

*) Significance level: 0.05 (5%)
Source: Secondary data processed in 2020

Table 5 is the result of logistic regression test of parameter estimation and interpretation by looking at the results of
SPSS 26 output in the variables in the Equation section. The target financial sig value is 0.063 with a significance
level 0.05. These results indicate that a sig value of 0.063>0.05. So, testing hypothesis 1et there is no influence
between financial targets on fraudulent financial reporting. The value of sig financial stability is 0.026 with a
significance level 0.05. These results indicate that the sig value of 0.026<0.05. So, testing hypothesis 2a there is no
influence between financial stability on fraudulent financial reporting. The sig value of the number of audit
committee members is 0.089 with a significance level 0.05. These results indicate that a sig value of 0.089>0.05. So,
testing hypothesis 3ct there is no influence between the number of audit committee members on fraudulent financial
reporting. The value of sig nature of industry is 0.017 with a significance level 0.05. These results indicate that the sig
value of 0.017<0.05. So, testing hypothesis 4t there is no influence of nature of industry on fraudulent financial
reporting. The change in auditor sig value is 0.999 with a significance level 0.05. These results indicate that the sig
value of 0.999>0.05. So, testing hypothesis 5 there is no influence between change in auditor on fraudulent
financial reporting. The value of auditor opinion sig is 0.048 with a significance level 0.05. These results indicate that
the sig value of 0.048<0.05. So, testing hypothesis 6 there is the influence of the auditor's opinion on fraudulent
financial reporting. Change in director sig value amounted to 0.185 with a significance level 0.05. These results
indicate that the sig value of 0.185>0.05. So, testing hypothesis 7@ there is no influence between change in director
against fraudulent financial reporting. Sig value proportion of the independent commissary amounted to 0.250 with a
significance level 0.05. These results indicate that the value of siget 0.250>0.05. So, testing hypothesis 8 there is no
influence between the proportion of the independent commissary against fraudulent financial reporting. The sig value
of the frequent number of CEO pictures of 0.092 with a significant level 0.05. These results indicate that the value of
siget 0.092>0.05. So, testing hypothesis 9 there is no influence between frequent number of CEO picture against
fraudulent financial reporting. CEO duality sig value amount to 0.895 with a significant level 0.05. These results
indicate that the value of sigix 0.895>0.05. So, testing hypothesis 10 there is no influence between CEO duality
against fraudulent financial reporting.

The big four KAP sig value moderates the financial target of 0.883 with a significance level 0.05. These results
indicate that the value of sigit 0.883>0.05. So, testing on hypothesis 11 that the role of KAP big four in moderating
financial targets has no influence on fraudulent financial reporting. The big four KAP sig value moderates financial
stability by 0.557 with a significance level 0.05. These results indicate that the value of siget 0.557>0.05. So, testing
on hypothesis 12 that the role of KAP big four in moderating financial targets has no influence on fraudulent
financial reporting. The big four KAP sig value moderates the number of audit committee members by 0.450 with a
significance level 0.05. These results indicate that the value of sigit 0.450>0.05. So, testing on hypothesis 13 that the
role of KAP big four in moderating the number of audit committee members has no influence on fraudulent financial
reporting. The big four KAP sig value moderates the nature of industry by 0.357 with a significance level 0.05. These
results indicate that the value of siget 0.357>0.05. So, testing on hypothesis 14 that the role of KAP big four in
moderating the nature of industry has no influence on fraudulent financial reporting. Big four KAP big four KAP
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values moderate change in auditor by 1,000 with a significance level 0.05. These results indicate that the value of
siger1,000>0.05. So, testing on hypothesis 15 that the role of the big four KAP in moderating change in auditor has no
effect on fraudulent financial reporting. The big four KAP big four KAP value moderates the auditor's opinion of
0.999 with a significance level 0.05. These results indicate that the value of sige 0.999>0.05. So, testing on
hypothesis 16 that the role of KAP big four is in moderating auditor opinion there is no influence on fraudulent
financial reporting. The sig value of KAP KAP big four moderates change in director amounted to 0.999 with a
significance level 0.05. These results indicate that the value of sigee 0.999>0.05. So, testing on hypothesis 17 that the
role of KAP big four is in moderating change in director there is no influence on fraudulent financial reporting. The
big four KAP sig value moderates the proportion of the independent commissary of 0.917 with a significance level
0.05. These results indicate that the value of sigee 0.917>0.05. So, testing on hypothesis 18that the role of the big four
KAP in moderating the proportion of the independent commissary has no influence on fraudulent financial reporting.
The big four KAP sig value moderates the frequent number of CEO pictures of 0.887 with a significance level 0.05.
These results indicate that the value of sigr 0.887>0.05. So, testing on hypothesis 19 that the role of the big four KAP
in moderating the frequent number of CEO pictures has no effect on fraudulent financial reporting. The big four KAP
sig value moderates CEO duality by 0.887 with a significance level 0.05. These results indicate that the value of sig o
0.887>0,05. So, testing on hypothesis 20 that the role of the big four KAP in moderating CEO duality has no effect on
fraudulent financial reporting.

5. Conclusion

The results of this study is financial target has no effect on fraudulent financial reporting, financial stability has a
negative and significant effect on fraudulent financial reporting, the number of audit committee members has no
effect on fraudulent financial reporting. But, nature of industry has no effect on fraudulent financial reporting.
Change in auditor has no effect on fraudulent financial reporting, however auditor's opinion has a positive effect on
fraudulent financial reporting. Change in director has no effect on fraudulent financial reporting. Proportion of the
independent commissary has no effect on fraudulent financial reporting, frequent number of CEQO picture has no
effect on fraudulent financial reporting, CEO duality has no effect on fraudulent financial reporting. Next, Big four
KAP cannot weaken the relationship between financial targets and fraudulent financial reporting, The big four KAP
was unable to weaken the relationship between financial stability and fraudulent financial reporting and Big four
KAP cannot weaken the relationship of the number of audit committee members to fraudulent financial reporting.
Big four KAP cannot weaken the nature of industry relationship to fraudulent financial reporting, Big four KAP
cannot weaken the relationship between change in auditor and fraudulent financial reporting and Big four KAP
cannot weaken the relationship between auditor opinion and fraudulent financial reporting. Big four KAP cannot
weaken the relationship between change of directors and fraudulent financial reporting, Big Four KAP cannot
weaken the relationship of the proportion of the independent commissary on fraudulent financial reporting and Big
four KAP cannot weaken the relationship between the frequent number of CEO picture and fraudulent financial
reporting. Big four KAP cannot weaken the relationship between CEO duality and fraudulent financial reporting.

5.1 Limitations

The limitation in this research is that it has a relatively small number of samples, the proxy used is still limited,
period. Furthermore, the research period is still short, only 5 years. The measurement of the fraudulent financial
statement still uses the F-Score. The limitation of this research is that it is hoped that further research will be better.
This research is an initial step of research that can open further research. So, that it can further enrich research with
this theme.

5.2 Suggestion
The following suggestions can be used for future researchers:

1. Future studies are expected to increase the number of samples; other proxies such as institutional ownership,
CEO politicians, extending research time; Other measurement models such as Beneish M-Score and Altman
Z-Score.

2. For potential investors and investors in investing should pay attention to the information contained in the
financial statements, especially on indications of the possibility of fraud.

3. Independent auditors need to maintain their independence in order to maintain relationships with clients and
attitudes to make decisions that are not affected by other parties.

4. The public or the public are expected to improve this research so that it becomes reference material for other
parties.
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