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FACTORS AFFECTING
THE DISCLOSURE LEVEL
OF LOCAL GOVERNMENT
FINANCIAL STATEMENTS:
ROLE OF AUDIT OPINION

Abstract

This study empirically examines the factors that influence the level of disclosure of lo-
cal government financial statements, with audit opinion as a moderating variable. The
ratio of financial independence, capital expenditure, intergovernmental revenue, and
legislative size are independent variables in this study. The dependent variable is the
degree of disclosure of local government financial statements (LKPD). The popula-
tion used in this study is the financial statements of local governments in Indonesia
that have been audited by BPK RI. The sample on this study consisted of 338 district/
city governments on Java Island in 2018-2020 with purposive sampling. The test car-
ried out is Multiple Linear Regression analysis using STATA version 16. Based on the
results that have been analyzed, it can be concluded that the ratio of financial inde-
pendence and intergovernmental revenue has a significant effect on the level of LKPD
disclosure. Meanwhile, capital expenditure and legislative size have no significant ef-
fect on the level of LKPD disclosure. Audit opinion moderated the ratio of financial
independence and legislative size on the level of disclosure of LKPD. Meanwhile, audit
opinion does not moderate capital expenditure and intergovernmental revenue on the
level of LKPD disclosure. This study provides information on the factors that influence
the level of disclosure of LKPD in local governments, both districts/cities. A high level
of LKPD disclosure indicates an accountability and transparency carried out by local
governments.

Keywords disclosure, capital expenditure, financial independence,
intergovernmental revenue, legislative size, regulation
JEL Classification G18, H83, M41, M48

INTRODUCTION

According to UU No. 14 of 2008, the government is required to prac-
tice transparency as a means of information sharing as a means of
public accountability. Financial reports by local governments are one
way of disclosing information to creditors and investors. Law No. 17
of 2003, which relates to state finances, has been improved, since it
was thought that Indonesia’s government accounting standards did
not match those used by other nations. Government Regulation (PP)
No. 24 of 2005, which stipulated revisions to Government Accounting
Standards (SAP), changed accrual recording from cash recording in
the past (PP 71, 2010).

As a substitute for PP No. 24 of 2005, the Indonesian government pub-
lished PP No. 71 of 2010 in the form of a government regulation gov-
erning Government Accounting Standards (Saidin & Aswar, 2018).
With the intention of enhancing the caliber and effectiveness of finan-
cial reporting for the government sector, the most recent Government
Accounting Standards (SAP) were applied in all Indonesian govern-
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ment organizations beginning in 2010. For a government organization to comply with the requirements
of Government Regulation No. 71 of 2010, disclosure of government financial accounts is an act of
openness. According to Government Regulation No. 71 of 2010, there are two types of disclosure: re-
quired disclosure and voluntary disclosure (PP 71, 2010).

The North Minahasa district government and the Jember district government both obtained a negative
evaluation on their local government financial statements (LKPD) in 2020, according to the Summary
of Semester I Examination Results (IHPS I) in 2021 issued by the Supreme Audit Agency (BPK). Due
to the district government’s inability to reliably provide the evidence, the BPK formed an irrational
view. According to Marsella and Aswar (2019), the degree of disclosure of LKPD in Indonesia is just
82.7 percent on the island of Sumatra. In addition, Arifin (2020) discovered that only 61.33 percent of
Indonesia’s provinces disclosed their LKPD status. Nazaruddin et al. (2019) conducted additional re-
search that discovered that only 47% of LKPD in Indonesia was disclosed. In line with PP No. 71 of 2010,
local governments in Indonesia have not fully implemented 100 percent LKPD disclosure, according to
prior study that determined the level of LKPD disclosure. Based on a prior study into the variables that
may have an impact on the level of disclosure of LKPD, a ratio of financial independence, capital expen-

diture, intergovernmental revenue, legislative size, and audit opinion has been developed.

1. LITERATURE REVIEW

AND HYPOTHESES
DEVELOPMENT

The idea behind agency theory is that managers act
in ways that serve their own interests rather than
that of the capital owners (Probohudono et al.,
2021). According to Jensen and Meckling (1976),
the relationship between the owner of capital and
the agent is based on the mutually agreed-up-
on contract, where the owner of capital will ask
the agent to carry out a number of tasks on be-
half of those who own capital and later delegate
a number of decision-making powers to the agent
(Probohudono et al., 2021).

Aswar et al. (2022) investigated the disclosure
of LKPD in Indonesia. In a governance system
where the people are the owners of capital, the
legislature serves as a supervisor to the elected
authorities. Members of the legislature, who op-
erate as the representatives of the people, must
directly supervise government employees, while
they carry out their duties to ensure that no deci-
sions are made that diverge from the aim of pro-
moting the welfare of the populace. In addition,
it is explained that there is an agency contact be-
tween the central government as a principal and
the local government as an agent (Qoriiba et al.,
2021), which integrates agency theory with inter-
governmental revenue variables to examine the
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degree of LKPD transparency. Signaling theory
is to ensure that the community (capital owners)
receives a strong signal that the government is
being effectively governed by elected people. The
information asymmetry between the corpora-
tion and the market was initially clarified by sig-
naling theory in order to be evaluated in concrete
terms (Connelly et al., 2011).

In their study on LKPD disclosure in Indonesia,
Yaya et al. (2021) employed signaling theory as the
theory for audit opinion variables. Local govern-
ments are informed by signaling theory that the
disclosed LKPD complies with SAP. Signaling
theory also provides information that is consist-
ent with Chairani et al.’s (2021) ratio of financial
independence, which shows that the government
must disclose all relevant information in LKPD
disclosures to demonstrate the transparency side
of managing the local government’s finances from
the proceeds of taxes and community retribu-
tions. In their study on LKPD disclosure, Hadi et
al. (2018) used a number of financial performance
factors, including a capital expenditure proxy and
signaling theory. The government’s use of local
revenue and expenditure budget resources is ex-
plained by signaling theory in capital expenditure.
The government is required to give the public a
signal as information about the government ad-
ministration process that is disclosed in the LKPD
due to the existence of the regional revenue and
spending budget.

http://dx.doi.org/10.21511/imfi.19(3).2022.24
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Disclosure is the display of pertinent accounting
information in the form of financial statements
with the goal of allowing users of financial state-
ments with interests, such as investors, regulators,
creditors, and other interested parties, to provide
feedback on the outcomes of choices. According
to the mandate of Law No. 17 of 2003, which spec-
ifies that every government agency is required to
prepare and disclose finances, Hendriyani and
Tahar (2015) defined two forms of disclosures,
namely forced disclosures and voluntary disclo-
sures. Balance sheets, reports on changes in excess
budget balances, reports on budget realization, re-
ports on changes in equity, cash flow reports, oper-
ational reports, and Notes to Financial Statements
(CALK) are required to be included in the LKPD
by local governments (PP 71, 2010).

Finance independence is a crucial local govern-
ance indicator. By controlling income and ex-
penses for the benefit of the community, the local
government works to enhance the amount of in-
come in an area (Ridzuan et al., 2014). Financial
independence is a sign that the local government
can support its own operations, public services,
and development, which encourages citizens to
abide by the law by paying taxes and other levies
that make up a portion of the government’s reve-
nue (Oktalina, 2020). The amount of LKPD dis-
closure is significantly impacted by the financial
independence ratio because more financial inde-
pendence increases a region’s capacity to fund the
activities, development, and services provided by
local governments (Chairani et al., 2021; Hariyani
et al., 2022). Local governments must report on re-
gional original income owned to internal and ex-
ternal parties to subsequently have an interest in
order to maintain financial independence.

An investment in a valued asset that can be used
for government purposes is known as a capital
expenditure. The regional government will use
capital expenditure funds from the state budget
to purchase a fixed asset, also known as an as-
set, with the goal of enhancing local communi-
ty services (Amaliah & Haryanto, 2019). Capital
expenses are costs that are budgeted specifical-
ly for use by the government. Direct expenses of
the Indonesian government are divided into three
categories: capital spending, goods and services
expenditure, and personnel expenditure. Capital

http://dx.doi.org/10.21511/imfi.19(3).2022.24

expenditures are utilized to support regional reve-
nue and spending budget policies, which will then
be reviewed and authorized directly by legislators
in compliance with regional laws (Kuntari et al.,
2019). According to Amaliah and Haryanto (2019),
capital spending has a favorable impact on LKPD
disclosure. The community will receive better ser-
vices from the local government as long as it has a
larger budget available for capital projects.

Intergovernmental revenue is income received by
local governments from the central government to
fund their own government. The central govern-
ment mandates that local governments fully con-
trol and conduct their own government affairs in
exchange for intergovernmental money (Marsella
& Aswar, 2019). To address issues that arise in gov-
ernance, intergovernmental revenue develops in-
to a financial relationship between governments
(Kelly, 1999). Intergovernmental revenue is one
way regional autonomy is put into practice. The
central government grants local governments the
authority to administer and control their own af-
fairs in order to allocate cash from local govern-
ments in line with the needs of the government.
Intergovernmental revenue, which was analyzed
by Gusnaini et al. (2020), was found to have a fa-
vorable impact on LKPD disclosure. A region will
be required to disclose how much funding the fed-
eral government contributes to its regional initia-
tives. The level of LKPD disclosure rises in direct
proportion to the amount of intergovernmental
income a region receives.

The Regional People’s Representative Council
(DPRD), a regional legislative body with the re-
sponsibility and power to oversee the execution of
actions taken by the regional government, is es-
tablished at the local government level (Gusnaini
et al., 2020). Members of the DPRD who serve as
the oversight body for regional government op-
erations are seen to be better equipped to com-
prehend what needs to be stated in the LKPD. In
order for the budgeting done by the central gov-
ernment to be in line with the demands of local
governments and become a benchmark for en-
hancing accountability with transparency of in-
formation, DPRD members must also fulfill their
job as supervisors of local government activities.
Legislative size, according to Handayani et al.
(2020), had a substantial impact on LKPD disclo-
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sure. Members of the legislature act as a check on
the government, directing local governments to
avoid spending large sums of money without a
clear plan to advance the well-being of the neigh-
borhood. Members of the legislature are elected
directly by the community, and as a result, the
community gives them a mandate to exert control
over the regional government in order to achieve
the transparency that is its core value.

A professional opinion on an LKPD that the local
government has submitted is known as an audit
opinion. If the auditor has reviewed the financial
statements, particularly the LKPD in compliance
with SAP as described in PP number 71 of 2010,
the audit opinion will be formed. The amount of
LKPD disclosure provided by the local government
will improve in direct proportion to the quality of
the audit opinion made by the auditor on the LKPD
(Akrom & Firmansyah, 2018). The local govern-
ment’s independence, which is gained from local
revenue that can fund all of the activities carried
out by the local government, is the measure of the
local government’s financial independence. In or-
der to increase the pressure on local governments
to effectively administer government, those who
contribute to local taxes should do so. Capital ex-
penditures are costs incurred by local governments
to support the region’s public services. Capital ex-
penditures give a sign of the community’s desires
for the provision of public service facilities. The
audit views that local governments will eventual-
ly declare regarding capital expenditures that have
been made to complete public service support fa-
cilities are related to the LKPD disclosures made
by local governments. Intergovernmental revenue,
also referred to as intergovernmental transfer in-
come, is money that local governments get from
the federal government to support local needs. The
audit opinion may be utilized by the central gov-
ernment as a means of assessing whether or not the
transfer income recorded in the LKPD can actually
be used to give benefits. Members of the DPRD are
charged by the community with leading them in a
way that is focused on the well-being of the com-
munity so that everything functions as it should.
The audit opinion becomes a reflection of the local
government and a belief in the caliber of the LKPD
held by the local government to be later communi-
cated to legislators serving as representatives of the
local community.
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In order to design regulations that will improve the
quality of the information provided by Indonesian
local governments and serve as an example for
emerging nations like Indonesia, the goal of this
study is to explore the link between local govern-
ment financial statements disclosure factors.

The research hypotheses were developed using a
combination of experimental data and disclosure
theory. The agency and signaling theories provide
examples of how determining factors affect the
disclosure of financial statements. When taken in-
to account collectively, the following hypotheses
are offered:

H: The ratio of financial independence affects
the level of disclosure of LKPD.

H: Capital expenditure affects the level of dis-
closure of LKPD.

H_: Intergovernmental revenue affects the level
of disclosure of LKPD.

H: Legislative size affects the level of disclosure
of LKPD.

H_: Audit opinion moderates the effect of the fi-
nancial independence ratio on the level of
disclosure of LKPD.

H_: Audit opinion moderates the effect of capi-
tal expenditure on the level of disclosure of
LKPD.

+  Audit opinion moderates the influence of in-
tergovernmental revenue on the level of dis-
closure of LKPD.

H_: Audit opinion moderates the effect of legisla-
tive size on the level of disclosure of LKPD.

2. DATA AND METHODOLOGY

Local governments of a district or a city in Indonesia
that create LKPDs that have undergone BPK audit-
ing are the subjects of this study. The focus of this
study is the LKPD, the Javan island’s district or
municipal administration for the 2018-2020 peri-
od. The research sample includes LKPD, which re-

http://dx.doi.org/10.21511/imfi.19(3).2022.24
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ports fully beginning with the balance sheet, oper-
ational reports, reports on changes in excess budget
balances, reports on changes in equity, reports on
budget realization, cash flow reports, and CALK. A
purposive sampling method is used for sampling.

The research data used in this study, LKPD on the
island of Java in 2018-2020, was sourced from the
Central BPK’s official website, www.e-ppid.bpk.
go.id, as well as the local government’s official web-
site or the Central Statistics Agency’s official web-
site (BPS). Following the collection of the data, all
the data used in this study are described in the
manner below (see Table 1).

Table 1. Research sample

Description Total
Local Government Financial Statements (LKPD)
that have been audited by BPK located on the 114

island of Java

Research period

Local Government Financial Statements (LKPD) ‘
that have been audited in Java are presented ; (2)
incompletely ;

Number of samples during the study period
before outlier removal

Number of samples after outlier removal

According to PP No. 71 of 2010, the level of disclo-
sure of LKPD in this study uses a scoring system for
LKPD that discloses up to 50 items. By examining
local revenue, one can determine the financial inde-
pendence ratio of a local government. Investments
made in capital to complete the assets sustaining
community services. Local governments get trans-
fers from the federal government known as inter-

Table 2. Measurement of research variables

governmental revenue to fund their operations. The
number of DPRD members, who serve as the legisla-
tive body that supervises and regulates local govern-
ment operations, is referred to as the legislative size.
An audit opinion is a professional declaration made
by the BPK about the fairness of the work done by
the local government. The following is a measuring
instrument used in this study (see Table 2).

3. EMPIRICAL RESULTS
AND DISCUSSION

A total of 342 samples from data LKPD districts and
cities across the island of Java were gathered for this
investigation. There are two LKPD samples, though,
that just show CALK and don’t include assertions
of changes in equity or cash flows. The sample used
in this study consisted of 340 samples, which were
then purged of any information that did not meet
the research criteria. Outliers or extreme values
do exist in some samples that have been gathered,
though. As a result, the researchers eliminated the
outlier samples by as much as 2. This study elimi-
nates data by examining the students’ residual val-
ue from the research model and accounting for the
sample value that is greater than 3 (Blatna, 2014).
One LKPD for two consecutive years, specifically
the LKPD of Jember Regency, made up the outlier
sample that was eliminated. 338 samples total were
used as the study’s final sample data.

A detailed analysis used to describe the data that
has been gathered is known as descriptive statistics.
Following analysis using STATA version 16, the de-
scriptive statistical data were collected (see Table 3).

Variable Acronym Measurement Source
Actual Number of Items in LKPD
LKPD disclosure level DISC DISC = ] X Marsella and Aswar (2019)
Total applicable items
i iali Total Regional Original Income
Financial independence R FIR= Calaiihoh -100% Chairani et al. (2021)
ratio : Total Regional Income
c I g : e Capital Expenditure Qoriib L 2021
apital expenditure H = . X oriiba et al.
P P : Total Regional Expenditure ( )
Government Balancing Fund
Intergovernmental IR IR = : £ -100% Gusnaini et al. (2020)
revenue Total income
Legislative size LS LS = Number of DPRD Members Aswar et al. (2021)
Audit opinion AO AO=U0=4,Q0=3;A0=2;D0=1 Yaya et al. (2021)

http://dx.doi.org/10.21511/imfi.19(3).2022.24
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Table 3. Descriptive statistics

Min
‘0{6‘8

Max
.0,8'4.

Variable Obs

Mean : Std.Dev :
DISC 13380, ' .

FIR 338 ' 0,0669638  0,7336581
CE.... 338018 0200613576 0,3967461
JRni338:.0,57828

Ls 338: 44,5858 : 11,50977 | :
i B B

Table 4. Frequency of LKPD audit opinion

Description ‘Score | Total LKPD :Percentage
Qualified Opinion (Q0) = 3 '\ 9 . 266%
Unqualified Opinion (UO) 4 . 329 9734%
Total i 338 100%

Based on Tables 3 and 4, with a sample size of 338 for
LKPD both districts and cities in the Java island’s
2018-2020 period. According to descriptive statis-
tics, the city of Depok and the Ngawi district in the
year 2018-2020 had the lowest score of 0.68, while
DKI Jakarta in the same period had the highest
score of 0.84, and Grobogan Regency in the period
2019-2020 had the lowest score of 0.68. The finan-
cial independence ratio also has mean and stand-
ard deviation values of 0.2039774 and 0.1173582, re-
spectively. With a mean of 0.1840282 and a stand-
ard deviation of 0.0563702, capital expenditure has
a medium value. The average intergovernmental
revenue is 0.578287, while the standard deviation
is 0.106286. The average legislative size is 44.5858,
with a standard deviation of 11.50977. The audit
opinion’s final statistics include a mean value of
3.973373 and a standard deviation of 0.16123.

Table 5. Partial regression results

Regression Model

Variable Random Effect Model
Coefficient | t . Probability

(Constant) 0,7231097
o oaer

CE 0,3372135

IR —0,1252749

LS . -0,0004576

AO 0,162501

a0 oomeen

CE_AO —-0,0843135

IR_AO 0,0247373

LS_AO 0,0002029

The partial regression findings for Hypothesis
1 reveal a coefficient of 0.327677, which suggests
that the test is affirmative with a T-count of 2.37,
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according to the data of Table 5. The probabili-
ty value of T then appears to be 0.018, and since
0.018 is less than 0.05, it may be deduced that the
financial independence ratio significantly affects
the amount of LKPD disclosure. HI is accept-
ed for the financial independence ratio variable.
The degree of disclosure of LKPD is influenced
by the percentage of financial independence. The
findings of this study are consistent with those of
Chairani et al. (2021), which demonstrates that the
ratio of financial independence affects the degree
of LKPD disclosure in 34 Indonesian provinces.
The findings of this study are similarly consistent
with those of Akrom and Firmansyah (2018), who
found that the degree of LKPD disclosure on the
island of Java is positively impacted by the ratio of
financial independence.

The results of the partial regression test for capital
expenditures under Hypothesis 2 indicate a coef-
ficient value of 0.3372135, indicating that the test
is positive with a T-count of 1.71. The probability
value of T then comes out to be 0.087, and since
0.087 is more than 0.05, it can be concluded that
capital spending has no appreciable impact on the
degree of LKPD disclosure. The capital expend-
iture variable therefore rejects H2. The level of
LKPD disclosure is unaffected by capital expendi-
ture. The findings of the study on capital expendi-
ture variables disagree with those of Amaliah and
Haryanto (2019), who found that capital expend-
iture increases the amount of LKPD disclosure in
Central Java. This analysis supports the findings of
Hadi et al. (2018), who likewise found that capital
spending has little bearing on the extent of LKPD
disclosure across Indonesia. This indicates that the
regional government will not be under any pres-
sure to disclose information items in the LKPD
because capital expenditures, as an allocation of
expenditures made by the regional government for
efforts to improve the quality of service in a region,
do not become an important or major concern for
the principal. Significant local government capital
expenditures cannot provide high pressure on lo-
cal governments to publish LKPD, as seen by the
uneven results of capital expenditures on the de-
gree of disclosure.

The findings of testing Hypothesis 3 indicate that

the test is negative with a T-count of -2.20 and the
coefficient number is —0.1252749 for the partial re-

http://dx.doi.org/10.21511/imfi.19(3).2022.24
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gression of intergovernmental revenue. The proba-
bility value of T then yields a result of 0.028, where
0.028 0.05, suggesting that intergovernmental rev-
enue has a sizable impact. This indicates that H3
is accepted. Intergovernmental governance has an
impact on how much LKPD is disclosed. The find-
ings of this study on intergovernmental revenue
variables are consistent with those of Gusnaini et
al. (2020), who found that the amount of LKPD
disclosure in East Java is influenced by intergov-
ernmental revenue. Additionally, the analysis is
consistent with that of Handayani et al. (2020),
who found that intergovernmental revenue influ-
ences the degree of LKPD disclosure on the island
of Java. Because intergovernmental revenue is a
transfer made by the federal government to local
governments to pay for their operating expenses,
the findings of this study corroborate those of oth-
er studies.

The results of Hypothesis 4 show a negative direc-
tion with a T-count of -1.74 and a coefficient of

-0.0004576, indicating that the test is negative. The
probability value of T then appears to be 0.082 on
the test results, and since 0.082 > 0.05, it may be
deduced that the legislative size variable has no
appreciable impact on the degree of LKPD disclo-
sure. This indicates that H4 is rejected. The degree
of LKPD disclosure is unaffected by the size of the
legislature. The findings of this study regarding
the legislative size variable do not agree with those
of Handayani et al. (2020), who found that the leg-
islative size has an impact on the degree of LKPD
disclosure in Java. The results of this study, howev-
er, are consistent with those of Aswar et al. (2022),
who found that the amount of LKPD disclosure in
Indonesia is unaffected by the composition of the
legislative body. Because there are other principals
that also exert pressure on local governments on
the island of Java to report high LKPD, this study
does not support the findings of the legislative size
study or the number of DPRD members that affect
the degree of LKPD disclosure. DPRD members
do not put enough pressure on local governments
to implement high LKPD disclosures because of
the variable results of the legislative size on the
amount of disclosure.

The fifth hypothesis examines how the audit

opinion variable affects how much the LKPD’s
level of financial independence is disclosed.

http://dx.doi.org/10.21511/imfi.19(3).2022.24

Based on the findings, the audit opinion moder-
ated the financial independence ratio (FIR AO),
which showed a coefficient of -0.0776971 and
a T-count of -2.26, indicating that the research
is in the wrong direction. It is noteworthy as
the resulting T probability value is 0.024, where
0.024 0.05. These findings thus suggest that the
audit opinion variable can modify the relation-
ship between financial independence and the
degree of disclosure of LKPD or that H5 is ac-
cepted. The ratio of LKPD’s financial independ-
ence to its level of transparency is moderated
by the audit opinion. The study by Akrom and
Firmansyah (2018), which asserts that the audit
opinion moderates the financial independence
ratio to LKPD disclosure on the island of Java, is
consistent with the results of the audit opinion
moderating the financial independence ratio.
Additionally, this study is consistent with stud-
ies by Ayuningrum and Ofasari (2022), which
found that the audit opinion in South Sumatra
moderates the relationship between financial
independence and LKPD disclosure. The asso-
ciation between the influence of the financial
independence ratio and the level of LKPD dis-
closure, however, is deteriorating as a result of
the unfavorable research findings.

The sixth hypothesis: To determine whether the
level of LKPD disclosure was impacted by the au-
ditjudgment on capital expenditures. According
to the coefficient of —0.0843135, the findings of
moderation point in the direction of being neg-
ative, with a T-count of -1.69. According to the
test, the probability value for T is 0.091, which
is 0.091 > 0.05 away from being significant. As a
result, the findings indicate that H6 is rejected
depending on the level of disclosure of LKPD
or the audit opinion variable cannot moderate
capital expenditure. The level of LKPD disclo-
sure is not moderated by the audit judgment
about capital expenditure. According to Wijaya
and Solikhin (2021), the audit opinion has no
bearing on LKPD disclosure in the province of
Jambi. The findings of the audit opinion mod-
erating capital expenditure are consistent with
this finding. This research, however, does not
support that of Aswar (2019), who found that
the degree of LKPD disclosure on Java Island is
influenced by the audit opinion. According to
the data, the Pangandaran district government
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earned an unqualified opinion in 2019 with a
capital expenditure value of 0.39675, which is
higher than the average value (0.1840282), but
the LKPD disclosure value is only 0.74, which
is lower than the value (0.7804734). A qualified
opinion was also given to the Brebes district ad-
ministration in 2018, with a capital expenditure
value of 0.23105 and an above-average disclo-
sure value of 0.82. These findings demonstrate
that the moderating variable of the audit opin-
ion on capital expenditures on the amount of
LKPD disclosure produces conflicting effects.
It was determined that the audit opinion did
not moderate capital spending on the degree of
LKPD transparency.

The seventh hypothesis: Moderate intergov-
ernmental revenue on the level of LKPD dis-
closure is subject to audit opinion testing. The
findings of moderation suggest a favorable di-
rection with a T-count of 1.56 based on the co-
efficient of 0.0247373, which means the results
are positive. According to the test, the proba-
bility value for T is 0.120, which is 0.120 > 0.05
away from significance. As a result, the findings
indicate that H7 is rejected depending on the
extent of LKPD disclosure and the audit opin-
ion. Intergovernmental revenue on the level of
disclosure of LKPD is not moderated by the
audit opinion. According to Ayuningrum and
Ofasari (2022), audit opinions on LKPD disclo-
sures in South Sumatra moderate intergovern-
mental revenue. The research findings on audit
opinions regulating intergovernmental income
do not support this claim. Additionally, this
study conflicts with that of Nazaruddin et al.
(2019), who found that audit opinion signifi-
cantly affects LKPD disclosure in 33 Indonesian
provinces. The analysis of the data reveals that
116 samples of LKPD, or 34.32 percent, have au-

dit opinion values of 4, with intergovernmental
revenue values above the mean value (0.578287)
and LKPD disclosure levels below the mean
value (0.7804734). The Ciamis district govern-
ment also has an intergovernmental revenue
value of 0.62174 in 2020 with an unqualified
opinion and an LKPD disclosure level of only
0.78. Additionally, the Ngawi district govern-
ment had an intergovernmental revenue value
of 0.72268 in 2018 with an unqualified opinion
and a disclosure level of only 0.68. This demon-
strates audit opinion does not mediate the re-
lationship between intergovernmental revenue
and the degree of LKPD disclosure.

The partial regression test results for the eighth
hypothesis demonstrate that the audit opinion
moderates the influence of legislative size on
the degree of LKPD disclosure. The findings
of the moderation suggest a positive direction
with a T-count of 5.27 based on the coefficient
of 0.0002029. According to the test, the proba-
bility value for T is 0.000, where 0.000 0.05 is
considered significant. Considering these find-
ings, it may be concluded that the audit opinion
variable can moderate the legislative size on the
level of LKPD disclosure, or that H8 is accept-
ed. The legislative size on the level of LKPD dis-
closure is moderated by the audit opinion. The
findings of the study on how audit opinions af-
fect legislative size are consistent with those of
Setyaningrum (2017), who found that legisla-
tive size directly affects BPK audit opinions in
Indonesia. This study, however, contradicts that
of Elim et al. (2019), who found that the amount
of LKPD disclosure in West Nusa Tenggara is
unaffected by audit opinion. As a result, it is
discovered that an audit opinion enhances the
link between legislative size and the degree of
LKPD disclosure.

CONCLUSIONS

This study’s objective is to empirically investigate the variables that affect LKPD’s level of disclo-
sure, with the audit opinion serving as a moderating variable for LKPD situated in Java Island. The
findings demonstrated that the level of LKPD disclosure was influenced by the percentage of finan-
cial independence. This demonstrates how regions that have a high percentage of regional original
income - money that is paid directly to the local government by the community - put pressure on
the local government to declare high LKPD as a form of local government responsibility. Therefore,
the amount of LKPD disclosure is not significantly impacted by capital expenditure. This demon-
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strates that a local government’s significant capital spending does not necessarily translate into a
high level of attention from the principal and low demand to publish LKPD. Intergovernmental
revenue also significantly affects how much LKPD is disclosed. This demonstrates how pressure is
put on the disclosure of LKPD, which has a negative link, by intergovernmental revenue, which is
a transfer given as operational costs from the federal government to local governments. Therefore,
the degree of LKPD transparency is not impacted by the size of a legislative body. This means that
even though there are many DPRD members on the island of Java, this does not guarantee that
there will be a lot of pressure on the regional government to disclose the LKPD. This is because
there are other principals who exert pressure on the regional government, making up for the lack
of pressure from the legislative body.

The impact of the financial independence ratio on the amount of disclosure made by LKPD can be
moderated by an audit opinion. This demonstrates that local governments with high financial in-
dependence ratio values will urge other local governments to reveal high LKPD, resulting in the lo-
cal government receiving an unqualified opinion. The impact of capital expenditure on the degree
of LKPD disclosure cannot then be mitigated by the audit opinion. This demonstrates that the local
government’s capital expenditures are not a major issue for oversight, so that prevent the unquali-
fied opinion from strengthening the link between LKPD’s degree of disclosure and capital expendi-
tures. Additionally, the influence of intergovernmental revenue on the degree of transparency of
LKPD cannot be mitigated by an audit opinion. This demonstrates that the amount of intergovern-
mental revenue distributed by the federal government to local governments has no bearing on the
audit opinion that is produced. Lastly, an audit opinion can reduce the impact of legislation size on
the degree of LKPD disclosure. This demonstrates the connection between the level of disclosure of
LKPD and the DPRD members and the audit opinion. The regional government will be motivated
to carry out high disclosure of LKPD by the huge number of DPRD members.

The LKPD presented by the local government has an unclear or illegible image resolution display
in the application, and another LKPD lacks financial information such as statements of changes
in equity and cash flows in accordance with SAP as required by PP No. 71 of 2010. These issues
represent the study’s limitations. Regarding recommendations for Java’s local governments, it is
hoped that they will be able to enhance disclosure in the future in accordance with PP No. 71 of
2010. Additionally, it is anticipated that the central government, one of the main overseers of local
governments, will intensify the oversight of or monitoring of local governments. Finally, scholars
advise conducting more research using additional variables, particularly those related to financial
factors in the form of the size of local governments and local autonomy, as well as non-financial
issues like the political climate and the size of the overall government.
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