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ABSTRACT

The purpose of this research is to offer a modsl depicts the influence of internal control effeebess toward
good governance and its impact on reducing thedftaua survey on regional internal audit of thedmneisia
National Police (INP). The model proposedhis research is tested by means of structuahaton modeling.
The data are collected from a cluster sampling Iof &gional internal auditors in the INP. The fieative

results give empirical evidence that the intermadtmol effectiveness influences on the good goveraathat the
internal control effectiveness influences toware ftaud, and that the good governance has impattieofraud
in INP. This research demonstrates that INP mugtonre its internal control effectiveness and goodegnance
in order to minimize the risk of fraud tendency esplly in INP as a public sector organization. Thedel

proposed in this research gives a comprehensiverstahding that the internal control effectiveniefisiences
on the good governance and the importance of tledegices to manage INP’s fraud exposure.

Keywords: internal control effectiveness, good governanaydr

|. Introduction

One of the government's efforts in encouraging ggodernance is the application of Performance
Accountability Report of Government Agencies (LAKIh all departments / ministries and government
agencies, including the National Police (Polricarrying out its duties and responsibilities as &viorcement,
the keeper of security and public order ( kamtibnzeswell as a patron and protector of the commngunithe
execution of their duties are expected to be traresg and accountable to the public (accountable).

Based on the source of the Indonesian Forum fogBu@ransparency (FITRA) are compiled from the
Audit Audit Agency (BPK) the second half of 201Bete were 15 government agencies that indicateHeto
practices of fraud that cost the state Rp 8.3anill The occurrence of fraudulent financial repayton the one
hand favorable absorption overstated governmemdcge with the budget and financial situation tleantks
good in the public eye, but on the other hand h#werpublic who depend on the economic decisiorigahcial
statement information.

Implementation of police accountability at this éincontinuously implemented consistently by all
ranks of the police apparatus. Leaders also engedran active role in creating the tone at the Tdy are
required to set an example in avoiding practiceBafd, abuse of authority and illegal acts thatlléo acts of
corruption, collusion and nepotism (KKN).

Fraud can be defined in a variety of viewpointauer in everyday life translated into the term 'ffau
Fraud broader than corruption, theft, or embezzigmeplementation of Internal Control System Gaowveent
(SPIP) Palri is now carried out with the resultaof increase in opinion Audit Board of Indonesia KBRI) of a
disclaimer be unqualified With Explanation Paradrgd@/TP-DPP) on the financial statements of the dvei
Police in 2009 (CPC 2012).

However, WTP opinion-DPP does not guarantee thermlesof fraud as well as stated that the police hde
received an audit opinion WTP since 2009 to 2012thef CPC, it turns in it there is corruption in the
procurement SIM simulator (Kompasiana, 2012). FaerStatements of the Police who obtained WTPiopin
DPP, according to CPC there are still weaknesgesnia Control System include the problem of reaggdand
reporting of income Police (CPC 2011).

In connection with the assessment of the finansi@tements CPC Police are still considered
unqualified With Explanation Paragraph (WTP-DPPydrees a symptom indications of fraud. For exantple,
National Traffic Management Center (NTMC) Police0O18) states other than WTP opinion, the CPC
examination also revealed findings concerning weakes of the Internal Control System, includingNbj-
Tax Revenues (non-tax revenues) are not managegentyp 2) Accountability shopping incomplete, 3)
Difference in recording and physical Cash and Ghivalents can not be explained, 4) Inventory rgangent
is still weak, and 5) Asset Management Fixed inadég)

In connection with the foregoing, the police dtilve some records that must be addressed, nangely th
inadequate internal control systems. Police shdalet appropriate measures and accountable in deoder
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maintain and improve the audit opinion of WTP-DRg&tdme WTP (CPC 2012). As an essential element in
preventing and detecting fraud, among others, dpitig the role and function of internal audit withthe
police.

Lack of oversight and internal control Police irted to better ensure that all activities organipeithe
Police based on a predetermined plan. Supervisidrcantrol to prevent the occurrence of variousgularities
in the activities of a plan so that various operal activities under way can be done well, meamagjust
according to plan, but also with the level of affitcy and effectiveness that is as high as possitdepporting
the establishment of the governance of the Patisétition nice and clean.

Police have initiated an index measuring Governahw@onesian National Police (ITK) and
demonstrate the performance of governance Policaighout Indonesia is still in the red figures,samerage of
5.69 (on a scale of 1-10) (Partnership, 2015). Bhisws that there is still much to be repaired ey Police
institution as policy makers and supervisors, amdtorial unit itself (Polda) as implementers gradicy makers
that fit the local context.

In order to uphold the principles of good goverrairt the agencies in Indonesia in order to prevent
fraud, especially police agencies, in particular piinciples of transparency and accountabilitg, ghesentation
of accounting information quality and full in tha@raual report is needed. It will provide optimum bffs to
users of financial statements in making decisions.

II.  Theoretical Review
2.1. Internal control
Internal control is a process, which is influentgdleaders, managers and other personnel, destgrdvide
reasonable assurance of achieving the desiredtiMgiedy category effectiveness and efficiency pémations,
reliability of financial reporting and compliancdtkvlaws and regulations (COSO, 2013 and Suratrm201 3:
50).
Karyono (2013) states that based on the type oérnat control are grouped into five parts:
1) Control of preventive
Preventive control is the control that as part fidrés to prevent irregularities and an anticipatimanager
before the problem occurred.
2) Control detective
Detective control that controls an emphasis ordikeovery of problems that may occur.
3) Control of corrective
Corrective control is an attempt to correct theseawas identified as a detective control, as gated so
that the same mistakes are not repeated in theefutu
4) Direct Control
Direct control is performed at the time of contagtivities are ongoing, with the aim that the dtitg being
carried out in accordance with the provisions.
5) Comprehensive Control
Comprehensive control that efforts to strengthee ftontrol for a waiver of control activities.

According to Mulyadi (2008), internal control objiees are as follows:
1) Maintain institutional wealth.
2) Checking the accuracy and reliability of accinmtata:

a) Implementation of the transaction through thiaanization system has been established.

b) Recording of transactions that have occurretiéraccounting records.

Committee of Sponsoring Organizations of the Tread®@ommission (COSO, 1999, 2013) introduced

the five components of internal control that inédada) Control Environment, b) Risk AssessmentCaitrol
Activity, d) Information and Communication, andMpnitoring.

2.2. Good Governance

International Federation of Accountants (IFAC, 2DGiates that “Governance is concerned with
structures, processes for decision making, accbilitya control, and behavior at the top of orgaatians”.
Australian National Audit Office and Department Bfime Minister and Cabinet, Australian Public Seevi
Commision (2006) revealed that “Public sector gosece covers the set of responsibilities and pesti
policies, and procedures, exercised by an agemsgsutive, to provide strategic direction, ensictives are
achieved, manage risks, and use resources respoasibwith accountability.”

Institute of Internal Auditors (lIA, 2012) explainbat “Public sector governance encompasses the
policies and procedures used to direct an orgaaizatactivities to provide reasonable assuraneé dbjectives
are met and that operations are carried out irtleinad and accountable manner.” United Nations Dgu@ent
Programme (UNDP, 1997also of the opinion that public sector governareeTihe exercise of economic,
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political, and administrative authority to manageauntry’s affairs at all levels. It comprises maatsms,
processes, and institutions through which citizems groups articulate their interests, exercisi tegal rights,
meet their obligation, and mediate their differente
International Monetary Funds (IMF, 2007) illustrake public sector governance as “The process by
which decisions are made and implemented (or npkemented). Within government, governance is tloegss
by which public institutions conduct public affamed manage public resources. Good governances rieféhe
management of government in a manner that is @aBgritee of abuse and corruption, and with dugare to
the rule of law.” World Bank (2007) adds that “The&y power is exercised through a country’s econpmic
political, and social institutions.”
The Chartered Institute of Public Finance and Actamncy (CIPFA, 2014: 10-32) provides
guidance on the principles of good governanceérptliblic sector as follows:
1) Acting with integrity, showing a strong commitnteto ethical values, and comply with
applicable legislation
2) Ensure openness and closeness to stakeholdeiimprehensive manner
3) Defining sustainability benefits of the achiewants of economic, social, and environmental
4) Determine the various interventions needed torope the achievement of outcomes targeted
5) Develop the ability of entities, including leasleip skills and individual within the organization
6) Manage risk and performance with an adequatrnat control and strong public financial
management
7) Implement good practice in transparency, repgrtand auditing to achieve effective
accountability.
The first and the second refers to the demand$iefpublic interest against the public sector
organizations. While the third to seventh princigl@eeded to support good public sector governance

2.3. Fraud

Karyono (2013) states that the definition of fraadnore emphasis on the legal consequences such as
fraud, theft by deception, abuse of authority, drfinancial statements, and other forms of frawd thay

harm others and profitable culprit. In line witrethbove statement of The Institute of Internal Aurdi

(IIA) (2009) defines fraud as follows:Fraud is gl acts characterized by deceit, concealment or
violation of trust. These acts are not dependennutpe application of threat of violence or of pbgs
force. Frauds are perpetrated by individuals amfmizations to obtain money, property or servites;
avoid payment or loss of services; or to secursqel or business advantages.

From the above definition can be said that frauahidlegal act characterized by deceit, conceatroen
violation of trust. This action does not dependtlom application of threat of violence or physioaice. Fraud
committed by individuals and organizations to aftaioney, property or services, to avoid paymerbss of
services, or to secure personal gain or organizatio

The Association of Certified Fraud Examiners (&ZR000) classifies fraud into three major groups:
asset misappropriation, for example, the theftrventory, supplies, cash, counterfeit invoices ilence of
expenditure, spending double, cheating in accawatsivable and payroll; 2) The fraudulent finansi@tements
in order to make a profit is not fair, through ifiictus income / higher note, concealment of delot ewsts, asset
valuation is not fair, and cost less recorded; &haorruption, such as conflict of interest, brigeillegal
gratuities, and extortion.

I11. Theoretical Framework

3.1. Influence Effectiveness of Internal Controhimgt Fraud

Research conducted by Mihaela and Lulian (201Zo8pd that the internal control and good governacene
not be considered a stand-alone case independéwhrall good governance can not be effective witho
adequate internal controls. Mihaela and Lulian @0doncluded that between good governance andnaiter
control requires convergence in the context of psitice the findings of the close relationship kestwthe two.
Good governance and internal control has beconmmportant concern at this time.

Njanike et al. (2011: 195) observed similar thireyasd get the results support the notion that the
effectiveness of internal control systems contebgteatly to the implementation of good governanidee
majority of survey respondents Njanike et al. (20191) agree that the effectiveness of internatrobibbecomes
an essential component of good governance.
Wiratno et al. (2013) and Pratolo (2007) also fotimat the internal control positive and significampact on
the implementation of good governance. With the lamgntation of good internal control, the financial
information produced is reliable and ensure comgkawith laws and regulations properly. This inthsathat
good internal control will lead to the implementatiof good governance.
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Al-Zwyalif (2015) to test the role of internal coal in promoting good governance. The results ef th
statistical analysis indicated that commitmentalbelements of internal control will contribute strengthening
the pillars of good governance at every level ghhiTherefore, Al-Zwyalif research (2015) concludbdt the
successful implementation of good governance reguirgh compliance on each element of internalrobnt

The same thing was found also by Mensah et al.3R@ith empirical evidence that the effectiveness
of internal control really improve good governanpeactices and also reduce the level of corruption.
Steinthorsdottir (2004), Ping and Li (2007), Vinya(2008) and Bosetti (2008) also examined thati@hship
between internal control and good governance. €kaltr concluded that internal control is an elenwdrgood
governance is very important. Strengthening therirdl control will support the realization of gogadvernance.
Internal control and good governance proved to leastong integration.

Adeyemi and Adenugba (2011) examined the effedhteinal control of good governance and found
that the impact on the success of internal comtrattices of good governance. Internal controlsnateadequate
cause not achieving good governance. Johnstorie (8041) demonstrated that change in the charatitsr of
good governance coincided with improvements in netereaknesses in internal control.

Danescu et al. (2011) also confirmed that the ekl and implementation of adequate internal
controls will lead to good governance. Mihaela antlan (2012) states that an organization can naintain its
sustainability without an effective internal cortroechanisms, due to the overall good governancg moabe
implemented effectively without adequate interraitcols.

Research Suyono and Hariyanto (2012) concludedthieainternal control and good governance has a
significant positive relationship. Vlad (2012) peavthat a key element of good governance solith isdequate
system of internal control. Fadilah (2013) alsonfduhat the implementation of internal control tggort the
achievement of good governance. The results ofsthdy indicated that the internal control effect good
governance.

Hypothesis 1: The effectiveness of the internatmreffect on good governance

3.2. Influence Effectiveness of Internal Control®@aod Governance

Peltier-Rivest and Lanoue (2015) explains thatekisting internal controls expected to detect aetbdfraud
that losses due to fraud can be avoided. PeltigesRiresearch results and Lanoue (2015) showedtlibat
hotlines and surprise audit has significantly reautosses due to fraud. Hotlines and surprise asigiart of
internal control to prevent fraud. Hotlines andpsige audit proved to strengthen internal conttoladdress
fraud.

ACFE (2008) stated that internal control is a mdthbearly detection of fraud. Symptoms of internal
control is indicative of fraud strange. Strong intd control become a means of preventing fraudFBC
research results (2008) asserts that three-quarterempanies that experienced fraud immediatejysidts
internal control system as a response to findirfgsamid. This shows that in general the organizetiassume
that most successful fraud occurs due to the wesskoeinternal control (Cezair, 2009).

Literature on fraud (AICPA, 2007; Beck, 1986; Basdr et al., 2006, Heier et al., 2005; Hooks et al.
1994; Mautz and Mini, 1966; PCAOB, 2008; Rae andr&8maniam, 2008; Wales 1965; Wells, 2008) has
consistently asserted that an effective internatrobd system is a major tool to prevent, detect] epair fraud.
The results of the study Barra (2010) showed thairternal control system with the separationuoicfions is a
preventive control that proved capable of prevenfraud, where the separation of functions willreese the
cost for employees when carrying out fraud in ttgmaization. Therefore, employees will try to bénedém his
efforts fraud thus increasing the likelihood ofimtal controls to detect such fraud.

Dimitrijevic et al. (2015) explains that internairdrol is the first step in the process to previesuid.
Development of internal control system representpratective barrier against various forms of data
manipulation and fraud in the organization. Intéroentrols are expected to focus more on ident§yiraud
prevention is better than just detect fraud. Inadég internal control will lead to the higher risk fraud
occurred. Therefore, the effectiveness of intepmaitrol should be evaluated regularly to ensure ititernal
control can actually prevent the possibility ofuda

Salem (2012) states that no organization in thddvoee 100% of the risk of fraud and that the risk
assessment is not an easy job. Thus every orgamzagjuires the implementation of adequate infecoatrols
to mitigate the risk of fraud. Strong internal qohtsystem is the most effective way to preventidraReviews
and improves the internal control system periotiidacomes the primary way to prevent fraud.

In general, a perpetrator of fraud have sufficiknbwledge to understand and use internal control
weaknesses and utilize the position, function acckess authority for the sake of himself (Dormingyak,
2012). Thus the internal control to prevent frabhdwdd be kept adequately. However, the cost offiatiecontrol
to prevent such fraud is often considered to owgtvéhe benefits. Whereas internal control becorkeyaanti-
fraud mechanisms to prevent fraud and not justotiete fraud has occurred. Internal controls thavpent fraud
will decrease the possibility of large losses dufdud that can be experienced by the organization
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ACFE (2014) reported three major internal contrebknesses related to the impact on the occurrence
of fraud, namely: 1) the application of internalntol that is not as it should be, 2) the abserfcpeniodic
review of the internal control, and 3) a waivertloé existing internal control. Johnson et al. (20fb4ind three
deficiencies of internal controls that led to framémely: 1) the absence of independent partieshamnge of
reviewing internal controls, 2) variations in thettzority of access to cash, other assets, andnaon systems,
and 3) the records and documents of transacti@ueguate , This makes the internal control vulrderabfraud
risk. Internal control weaknesses and deficienofabe opportunities of fraud.

Research Ozigbo and Orife (2011) found that infecwamtrol is effective on prevention of fraud
occurring within the organization. Fraud can nopgen and will be detected with effective internahirol.
Internal controls itself truly effective in prevérg fraud (Adetiloyeet al., 2016). In most casewats found that
fraud occurred because of weak internal control laasl not been effective so after the fraud occumedy
organizations immediately review its internal coigr(Lord, 2010). Effective internal control, issestial in
order to prevent and detect fraud, especially ¢hased by the neglect of the control mechanism ifidet al.,
2006). The results of the study indicated thatinkernal control effect against fraud.

Hypothesis 2: The effectiveness of the internakmreffect against fraud

3.3. Influence of Good Governance against Fraud

Research Argawal and Medury (2013) revealed that gmvernance plays an important role in preverging
detecting fraud within the organization. Implemeiota of good governance can strengthen fraud ptewen
Good governance process itself requires a restingtwof political, bureaucratic and organizatioralel
because of fraud in the form of corruption and madfice usually has been deeply rooted in the pooé
governance that requires a deep reform.

Various literature (Caplan, 1999; Beasley et &l0® Young, 2001) have been discussing and focusing
on the relationship between the mechanisms of gma@rnance and fraud. The results concluded istheat
mechanisms of good governance can solve agencylepmsbwith implementing control functions in the
organization (Dey, 2008). The agency problem tliatics due to bad governance can lead to confletsden
the various interested parties and ended with gtetior of fraud by those who derive personal athga of
information that is not symmetrical.

Magnanelli (2010) conduct research related to tfiece of good governance on fraud and find
empirical results that the overall good governgplegs an important role in reducing the possibitifyfraud and
losses they cause. Magnanelli study (2010) revelgtdthe organization should give special attentam some
specific aspects of good governance in order tamime the possibility of fraud risks and also reelsiche
amount of loss due to fraud.

Research Tiscini and Donato (2006) found that ggaekernance has relevant relationships with fraud,
where good governance affects how fraud carried Asitmany as 70% of the total observations proviaka
between good governance and fraud. The resultseedtudy indicated that good governance effectaundt
Hypothesis 3: Good governance influence on fraud

V. Resear ch M ethodology

The object of this research is the effectivenesitafrnal control as independent variables anddfras the
dependent variable, while good governance as arviming variable or variables between. Fraud can b
controlled with a good internal control. Adequateernal controls will affect good governance. Thactice of
good governance is able to suppress the occurrehdémud. The research was conducted at the Relgiona
Supervising Inspectorate (ltwasda) at the canttaval police units to illustrate the impact theeetiveness of
internal control of good governance and its imgiaraon the overall police fraud.

This study examines more deeply about the effectige of internal control, good governance and fraud
in the Police, the type of study is a researchfication. According to Malhotra (2009: 104) is aearch study
to test verification testing causally, namely telationship between independent and dependentol@sian this
case the verification study aims to determine tFece of the effectiveness of internal control obogl
governance and its impact on fraud.

The population in this study is the Regional Owglsilnspectorate (ltwasda) throughout Indonesia as
the unit of analysis. As for the observation usithe internal auditor ltwasda, the Superintendé@perations
(Irbidops), Superintendent of Development (Irbigband the staff examiner. In this study the sampés
determined by using a statistical test cluster $isgnpCluster sampling is a technique of selecingample of
clusters of small units, or clusters (Nazir, 208B1).

Based on data from the Indonesian National Politained the number of police in Indonesia as many
as 32 police, where the police will be the overafiearch analysis unit. On each of the Police tarastla, and
every Itwasda consisted of 11 respondents to attargnsisting of a Irwasda, 2 Division of Planniagd
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Administration (Subagremin), 2 Division of Publio@plaints and Analysis (Subagdumasan), 3 Inspeetafa
Operations (Itbidops ), 3 Inspectorate field coagHitbidbin).

The data collected is then given a score of 1hbaged on the Likert Scale / Rating Scale to inditia¢
level of implementation. This scale gives spacthéorespondent to choose the answer that high, highium /
moderate, low, and the lowest appropriate levéinplementation in the organization / institution.

This research seeks to test the theory that tHeigaes used in data analysis is a quantitativéysisausing
models Structural Equation Modelling (SEM) or Stural Equation Model that uses tools AMOS 22.0. AMO
(Analysis of Moment Structures) is a tool that iseifriendly so widely used to apply SEM techniques
Therefore, this study chose AMOS as a tool for daalysis.

SEM is a set of statistical techniques that alldw testing of a series of relatively complicated
relationships simultaneously. Complicated relatigps can be defined as a set of relationships dahatbuilt
between one or more dependent variables (endogemgtiisone or more independent variables (exogenous
and the variables in the form factor or construshstructed from several indicators that are obskrve
measured directly ( Waluyo, 2011: 1).

SEM can be described as an analysis that incogmiatfactor analysis, structural models, and pattysais
(Sugiyono, 2007: 323). According Ghozali (2011:,1%M is a combination of separate statistical w@shthat
factor analysis and simultaneous equation modeling.

V. Research Resulth

Analysis of the structural model relating to theakwstion of the parameters that indicate a causal
relationship or influence the latent variables thes latent variables. Analysis of structural medeiade
after the terms of validity and reliability of reseh instrument are met. Here is presented a ictur
parameter estimation standardized loading factor.
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Figure 1
Structural models on Structural Equation Model @iler
Source: Results of Data Processing (2016)

Based on the picture above, the structural modelrpater estimation results are presented in
the following table.
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Table 2
Summary of Structural Model Parameter Estimation
Estimate
RW SRW S.E. C.R. P
GG < EPI 0.417 0.442 0.064 6.534 0.000
FR <« EPI 0.229 0.326 0.073 4.119 0.000
FR— GG 0.164 0.169 0.074 2.221 0.027

Source: Results of Data Processing (2016)

1) Hypothesis 1: Influence Effectiveness of Inté@antrol Of Good Governance

Results of hypothesis testing the effectivenedatefnal control of the influence of good governauistiows the
p-value of 0.000 so that Ho is rejected with theerate of 5%. It can be concluded that the effeciess of
internal control effect on good governance. Theaesh findings indicate the level GG is positivalfiuenced

by the high and low EPI, it can be judged fromvhkie of the path coefficient (SRW)> 0. The magétwf the
effect of EPI on the GG is equal to 0.442% or 19f&tth variation that occurs in the GG can be aixad by
EPI. The remaining amount of 80.46% is the inflleen€ other variables that are not described inntoglel.

Estimated structural equation model GG are:

GG =0,442EPI + 0,20el1; R2 = 0.1954

2) Hypothesis 2: Influence Effectiveness of Inté@antrol Against Fraud

Results of testing the hypothesis influence theatiffeness of internal controls against fraud shthesp-value
of 0.005 so that Ho is rejected with the error K@&Ht&%, and it can be concluded that the effectrgsrof internal
control effect against fraud. The research findimglicate the level FR is positively influenced twe high and
low EPI, it can be judged from the value of thehpadefficient (SRW)> 0. The magnitude of the effetEPI on
the FR is equal to or 11:06 0.326% high-low vapiasi that occur in the FR can be explained by thie, He
remaining amount of 88.94% is the influence of othariables that are not described in the modelcBiral
equation estimation for FR models are:

FR = 0,326EPI + 0,18el1; R2 = 0.1106

3) Hypothesis 3: Effects of Good Governance Agdfnaud
Results of hypothesis testing the effect of goodegaance on fraud indicate p-value of 0.027 so Hhatis
rejected with the error rate of 5%, and it can bectuded that good governance effect on fraud. rEsearch
findings indicate the level FR is positively infuged by the high and low GG, it can be judged ftbenvalue of
the path coefficient (SRW)> 0. The magnitude of ¢ffect of the FR GG is equal to 0.169 or 2.869%, ldvel
variations that occur in the FR can be explainedsi@. The remaining amount of 97.14% is the infleené
other variables that are not described in the m&telictural equation estimation for FR models are:

FR = 0,1696EPI + 0,18e R = 0,0286
V. Discussion
The test results influence the effectiveness dadrimdl control of the good governance demonstratedlye of
0.000 so that Ho is rejected with the error ratec@f. It can be concluded that the effectivenesmiafrnal
control effect on good governance. The study prewigémpirical evidence that the more effective mder
controls will enhance the implementation of goodafoance. In other words, it can be interpreted ¢omd
governance can be achieved with the design andemmaitation of adequate internal controls. The arnofin
influence the effectiveness of internal controjobd governance is at 19.5% (R2).

The test results influence the effectiveness @rivdl controls against fraud shows the p-value.@®@
so that Ho is rejected with the error rate of 5%cdn be concluded that the effectiveness of ialecontrol
effect against fraud. The study provides empir@matience that the more effective internal contrdl seduce
fraud. In other words, it can be interpreted the tletection and prevention of fraud can be dorb thie
implementation of good governance in the orgaroratThe amount of influence the effectiveness tédrimal
controls against fraud is 11.06% (R2).

Results of testing the effect of good governancé&aud indicate p-value of 0.027 so that Ho isctgd
with the error rate of 5%. It can be concluded ti@id governance effect on fraud. The study prevatapirical
evidence of good governance will reduce fraud. tilep words, it can be interpreted that the detactiad
prevention of fraud can be done with the implemigmtaof good governance in the organization. Thgmitade
of the effect of good governance on the fraud artexlito 2.86% (R2).
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V1. Conclusions, Implication, and Suggestion

Conclusions

Based on the phenomenon, the formulation of thélpm, hypothesis, research and discussion whictbbas

described previously, the conclusions of this stadyas follows:

1) The effectiveness of the internal control effentfraud in the Police. Effective internal conttolers the
likelihood of fraud, especially in the police ination.

2) The effectiveness of the internal control effentgood governance Police. Internal controls vestequate
and effective police encourage the implementatfogood governance.

3) Good governance effect on fraud in the Policeodsgovernance practices that are able to minirtliee
possible risks of fraud and losses caused by fraud.

Implication

The implication of this study is divided into twitve theoretical implications and managerial

implications as follows:

1) The theoretical implication

a) This study can be used as a reference in demgltipe science regarding the effectiveness ofriaflecontrol,
good governance, and fraud, especially in the pu#ictor institutions that provide services to geeeral
public.

b) The effectiveness of internal control that areven to support good governance, and ultimatelye hen
impact on the good management of the risk of fiauthe Police managed to support agency theoryiegpl
in public administration.

2) Managerial Implications

a) Continue to improve the effectiveness of inteocoatrol in the Police with good organizationalaargements,
management support and leadership of a real, pesi@lationship between the internal auditor anel th
auditee, as well as the internal auditor maintaiteduality.

b) Continue to develop good governance practiceth@fPolice with the real application of the prpies of
good governance (transparancy, accountability,oesigeness, fairness, effectiveness and efficieaog,
participation) in daily operations.

¢) Continue to manage the risk of fraud in the gmlio routinely identify symptoms and redflags, @ppnity
identification, assessment of symptoms, redflagd,@portunities, as well as reporting fraud.

Suggestion

1. For further research is recommended to contthigeresearch by incorporating a variety of othelevant
factors, and for a wider scope. This study focuseshe limited scope of effectiveness of internahteol,
good governance and fraud. There are still mangrd#ctors that can cause a decrease in fraudditi@uto
the internal control and good governance can ibduinvestigated.

2. Scope of this research is limited to the Palith participants Itwasda throughout Indonesia.deshers can
then expand the research with more diverse paatitip The next study was able to replicate theareben
different institutions to prove the effectivene$srternal control against the effects of good goeamce and
its implications on fraud. The results were in liseexpected to strengthen the existing theorieb reaw
discoveries will develop into a new theory.
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