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Abstract. It is the focus of this study to investigate the fraud triangle in connection to 
fake financial statements. The data used in this investigation is quantitative. Secondary 
sources were used to gather the information. The following conclusions can be taken 
from the research: There is no correlation between financial stability and financial 
statement fraud, but financial stability, external pressure, financial target, ineffective 
monitoring, and the change in auditor all have an adjusted R square value of 43.7 percent 
and 2.5 percentand the remaining indonesia 56.3% (100% - 43.7%), malaysia 97.5% 
(100 % - 2.5%) explained by other variables that are not included in the regression model 
such as Personal Financial Need, Nature of Industry, Organizational Structure, and 
Nature of Industry. 
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1   Introduction 

Many criminals have taken advantage of the global panic over the COVID-19 epidemic, 
which has had a negative impact on the health of people and the economy of many countries. 
"Fraud Alert: Be advised that criminals misuse COVID-19 internationally through a variety of 
frauds," said the strong warning from the US Department of Justice[1]. 

Financial statements are a form of structured presentation of financial position that 
provides an entity's financial performance during a certain period [2]. This manipulation 
activity is a form of fraud or fraud [3]. According to [4] Fraud is an act that can harm a person 
or many people, groups or companies by taking advantage for himself. Fraud is a deliberate 
act to deceive, deceive or a dishonest way to eliminate or take a sum of money, property, and 
rights that do not belong to us either because of an impact or a fatal action from the activity 
itself [5] If there is a material error in the financial statements, it must be presented honestly so 
that it can properly describe events and other transactions that actually occur in business 
activities [6]. There are cases of financial statement fraud that occurred in Indonesia, one of 
which is very familiar is the fraudulent financial report at PT Tiga Pilar Sejahtera Food Tbk 
(AISA), where two former directors, namely Stefanus Joko Mogogito and Budhi Istanto were 
charged by the prosecutor with seven years in prison and a maximum fine of 2 M. The 
prosecutor said that the alleged manipulation of financial statements by PT Tiga Pilar, namely 
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by Joko and Evidence was carried out to raise the company's share price at that time. The two 
directors have violated Article 95 of Law No. 8 of 1995 concerning the Capital Market. 

2   Literature Review 

2.1  Agency Theory 
 
According to [7], agency theory is a concept that outlines the interaction between the 

agent (contract recipient) and the principal (contract giver). The principal grants the agent a 
contract by working to accomplish his objectives, thereby authorizing the agent to make 
decisions. 
 
2.2   Definition Financial Statement 

 
According to [8]The financial statements of a firm show its financial state and 

performance at a specific point in time. Meanwhile, according to [9] Financial reports are one 
of the important sources of information besides information such as economic conditions, 
industry, management quality and others. 
 
2.3  Definition Financial Statement Fraud 

 
In the opinion of [10], financial statement fraud is the intentional distortion or 

obfuscation of financial statement information with the objective of fooling financial 
statement users. Accredited Certification Examiners (ACFE) defines financial statement fraud 
as deceit by management in the form of materially false and misleading claims in financial 
reports that harm investors and creditor rights. A financial or non-financial fraud may be 
perpetrated. 
 
2.4 Definition of Fraud 

 
According to [11], fraud is a premeditated act perpetrated by fraud perpetrators that 

results in financial statement misstatements. According to [12], fraud is an act of violating the 
rules in which the perpetrators are either inside or outside the organization, with the purpose 
of earning personal or group gains that can directly affect other parties [12]. 
 
2.5   Fraud Tree 

 
This Fraud Tree created by ACFE maps out fraud in the work environment. Forensic 

accountants are very helpful in diagnosing and recognizing fraud that occurs by using this 
map. There are several symptoms of fraud which in auditing are called red flags. By mastering 
investigative audit techniques and assisted by understanding these symptoms, forensic 
accountants can more easily detect fraud [13]. 

 
 
 

 



 
 
 
 

2.6  Theory Fraud Triangle 
 
SAS No. 99, Consideration of Fraud in Financial Statement Auditing, was originally 

published in the professional literature by [14]. The fraud triangle or the fraud triangle has 
been variously referred to as this concept. The title pressure is applied to the triangle's first 
point. Opportunity on the second corner. Rationalization is the third angle [13] The Fraud 
Triangle notion connects three variables that must exist for an individual to commit fraud - felt 
pressure, perceived opportunity to perform the fraud, and the ability to rationalize the 
fraudulent action in order for it to be accepted [9]. 

 
2.7   Beneish M-Score 

 
With the guidance of the Beneish model, Greece's financial institutions and government 

agencies can safeguard their customers and investors from speculative games and guarantee 
that Greece's economy runs smoothly and efficiently" [5]. 

Roxas concluded that the SGAI, LVGI, and TATA indices of total accruals to total assets 
utilized by Beneish had little bearing on the company's financial performance. Thus, a new 
term, limited to five indicators, and new thresholds are created for the m-score indicator: 
 

𝑀�𝑠𝑐𝑜𝑟𝑒=−6.065+0.823×𝐷𝑆𝑅𝐼+0.906×𝐺𝑀𝐼+0.593×𝐴𝑄𝐼+0.717× 𝑆𝐺𝐼+0.107×𝐷𝐸𝑃𝐼 (3)  
 
 
 
 
 
 
 
 
 
 
 
 
 

3 Result and Discussion 

3.1 Descriptive Statistical Analysis 

 
 



 
 
 
 

3.2 Multiple Linear Regression Analysis 

 
 
3.3Classic Assumption Test 

 
3.4  Multicollinearity Test 

 
3.5 Heteroscedasticity Test 

 
 
 
 



 
 
 
 

3.6 Autocorrelation Test 

 
3.7 T-test 

 
 
3.8 F-test 

 

 

3.9Coefficient of Determination Analysis (R2) 

 

 



 
 
 
 

4 Conclusion 

The results of the Indonesian Statistical Test, the Effect of Financial Stability (X1) has no 
effect on Financial Statement Fraud, External Pressure (X2) have no effect on Financial 
Statement Fraud, Financial targets (X3) have an effect on Financial Statement Fraud, 
Ineffective Monitoring (X4) have no effect on Report Fraud Finance and Change in Auditor 
(X5) have no effect on Financial Statement Fraud. Malaysia Statistical Test Results, Financial 
Stability Effect (X1) have no effect on Financial Statement Fraud, External Pressure (X2) 
have no effect on Financial Statement Fraud, Financial targets (X3) have an effect on 
Financial Statement Fraud, Ineffective Monitoring (X4) have an effect on Report Fraud 
Finance and Change in Auditor (X5) have no effect on Financial Statement Fraud. 
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