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ABSTRACT

The quality of financial reports is crucial for
comparing performance across periods in
institutions like the Village Credit Institution
(LPD). However, many financial reports
have emerged as uninformative and of low
quality. This study aims to examine how
factors such as job experience, education
level, internal control, and accounting
knowledge impact the quality of LPD
financial reports in Denpasar City. The
study population comprised 552 LPD
employees involved in preparing financial
reports, and through purposive sampling,
102 respondents were selected, including
leaders, supervisory bodies, and
accounting staff with at least two years of
experience. Data were collected Vvia
questionnaires and documentation and
analyzed using multiple linear regression.
The results indicate that while accounting
knowledge and internal control do not affect
the quality of LPD financial reports, the use
of information technology, education level,
and work experience positively influence
the improvement of financial report quality.
These findings highlight the importance of
investing in employee education, training,
and technology to enhance financial
reporting standards at LPDs.
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INTRODUCTION

The population of a nation will be better able to react to economic policies implemented
by the government if financial institutions are there. The creation of a village financial
institution, sometimes referred to as the Village Credit Institution (LPD), is one of the
assistance programs offered by the federal government to the village administration
concerning village development. According to the explanation of the Bali governor's
regulation number 44 of 2017, the LPD as one of the financial institutions owned by the
Pekraman village has a role in rural economic development, creates business
opportunities and job opportunities for village communities, and plays a role in supporting
government programs in terms of poverty alleviation in Bali. The LPD must prepare
financial reports in order to be held accountable in the same way as a profit-making
institution while performing its tasks. Financial reports must be of high quality because
poor reports can have a negative impact on decisions taken by interested parties (Dewi
& Ernawatiningsih, 2019).

The quality of financial reports refers to data that is created and designed to be reliable
and relevant for its users, ensuring it does not mislead them (Nahak, 2023). The quality
of financial reports is crucial for an organization as it allows for performance comparisons
between the current and previous periods. The better a company's financial performance
report, the better its overall performance (Gunadi et al., 2020). However, numerous
issues have arisen regarding the quality of financial reports, with reports often being
unclear or of low quality. This issue is prevalent in both private companies and local
governments, necessitating further study. Poor-quality financial reports can lead to
incorrect decision-making, failure to explain financial details, and the inability to account
for a company's cash flow, as well as inaccuracies in financial data (Dewi &
Ernawatiningsih, 2019). Improving the quality of financial reporting is essential to prevent
these issues, ensuring that financial reports adhere to accounting standards and clearly
show cash inflows and outflows (Letisya & Nuratama, 2022).

One notable case occurred at LPD Serangan, which has been closed since October
2020. The LPD rescue team and audit results revealed that the Head of the Village used
LPD funds amounting to IDR 5.8 billion, including a loan of IDR 4 billion taken from LPD
assets originally valued at IDR 4.8 billion. To address these issues, steps must be taken
to improve financial reporting performance. Another relevant case occurred in the LPD
of BugBug Village and the LPD of Rendang Village, where discrepancies in the interest
received were found. After an investigation by the audit and legal teams, it was
discovered that while the agreed interest rate was 1 percent, only 0.6 percent was
deposited into the BugBug LPD account, with 0.4 percent entering the personal account
of the reported individual (Dewi & Yuniasih, 2021). Another incident at the Gulingan
Village LPD in Mengwi District involved customers being unable to withdraw IDR
25,000,000 because LPD officers claimed they had no funds available. This issue was
linked to liquidity provisions that did not comply with Bali Governor Regulation No. 44 of
2017, Article 21, as well as problematic credit that affected the cash flow, ultimately
impacting the quality of financial reports and the financial health of the LPD (Miasa,
2024).

The problems occurring within LPDs are highly concerning and could lead to a public
trust crisis. One step to address these issues is to improve the quality of financial
reporting. High-quality financial reporting will ensure that financial reports are prepared
according to existing accounting standards, providing clear visibility of cash inflows and
outflows. To achieve LPD objectives, it is essential to develop quality financial reports by
focusing on various factors that support this process, including the level of accounting
understanding, the use of technology, the level of education, internal control, and work
experience (Suari et al., 2019).
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Accounting understanding refers to an individual's ability to comprehend the process and
practice of recording transactions, from initial entry to the creation of financial reports,
ensuring the results can be accounted for (Andriani, 2023). A high level of accounting
understanding produces reliable financial reports that stakeholders can trust, which also
aids in decision-making concerning LPD performance (Suari & Astrani, 2023). A person
is said to have an accounting understanding if they can execute the accounting process
and generate financial reports according to principles and standards (Aniftahudin et al.,
2016). Research by Bhegawati & Novarini (2021), Dwiyanti & Wati (2023), and Letisya
& Nuratama (2022) shows that accounting understanding has a positive effect on the
quality of financial reports. In contrast, research by Pratiwi et al. (2021) indicates that
accounting understanding has no effect on the quality of financial reports.

Another variable that influences the quality of financial reports is information technology.
Technology provides systems, including hardware and software, that facilitate employee
tasks. Information, in this context, is the result of processing and organizing data,
providing valuable insights to users (Mene et al., 2018). The use of information
technology speeds up the management of financial transaction data, and the preparation
of financial reports, and minimizes errors in recording from books, journals, and ledgers
to produce a comprehensive financial report (Pradnyawati et al., 2024). Research by
Dewi & Yuniasih (2021) and Sara (2022) shows that the use of information technology
positively affects the quality of financial reports, while Lestari et al. (2022) found that the
use of technology negatively affects financial report quality.

Education level also plays a role in the quality of financial reports. Education refers to
both formal levels, such as elementary, junior high, high school, and undergraduate
education, as well as non-formal education like workshops or courses (Milenia et al.
2023). An employee's level of education reflects their knowledge and ability to efficiently
complete tasks (Sarianingsih et al., 2021). Limited education may hinder an individual's
ability to adopt new values or information, whereas higher education enables quicker
information absorption and broader knowledge (Budiarti et al., 2021). Research by Dewi
and Yuniasih (2021) suggests that education level has a positive effect on the quality of
financial reports, but research by Yulianingsih et al. (2021) indicates that education level
has no effect.

An internal control system is also essential for improving financial report quality. Internal
control is an ongoing process led by leaders and employees to regulate activities and
achieve organizational goals (Mene et al., 2018). Studies by Putri (2023) and Sugiyarti
(2022) show that internal control positively affects financial report quality, while research
by Kaifah and Tryana (2020) indicates that internal control has no effect.

Professional work experience in accounting provides greater ease and accuracy in the
process of preparing financial reports (Kepramareni et al., 2020). With more work
experience, employees can better master and understand the tasks that need to be
completed. Research by Dewi and Yuniasih (2021) shows that work experience has a
positive impact on the quality of LPD financial reports. In contrast, research by
Yulianingsih et al. (2021) shows that work experience does not influence the quality of
financial reports.

As a profit-oriented institution, LPD must also prepare financial reports. These reports
must be of high quality to avoid negatively impacting decisions made by interested
parties. Financial reports serve as a form of accountability for the management of LPD's
financial resources. Numerous issues surrounding the quality of financial reports, such
as reports that are uninformative and of low quality, can trigger fraud, including the
misuse of funds within LPDs. These issues are highly concerning and could lead to a
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crisis of public trust in LPDs. To address these problems, one of the key steps is to
improve the quality of financial reporting. High-quality financial reporting will present
financial information in accordance with existing accounting standards, making cash
inflows and outflows clearly visible. Therefore, research on the quality of financial reports
is essential.

To achieve LPD’s goals of producing quality financial reports, several factors must be
considered that support the preparation process. These factors include accounting
knowledge, the use of technology, education level, internal control, and work experience.
The absence of research that examines all these factors—accounting understanding,
technology utilization, education level, internal control, and work experience—on the
quality of financial reports at LPDs in Denpasar City motivates researchers to conduct
this study.

This research aims to expand knowledge, provide evidence, and offer insights into the
influence of accounting understanding, the use of information technology, education
level, internal control, and work experience on the quality of LPD financial reports.
Additionally, the findings can serve as a guide for LPD managers on how these factors
can improve the quality of financial reports, ultimately creating accurate financial
information for public interest and contributing to LPD development.

LITERATURE REVIEW

Stewardship Theory

Stewardship theory describes managers who are motivated to prioritize the interests of
their organization over their own personal interests. It assumes a strong connection
between the achievement of organizational goals and the satisfaction of the principal.
Stewards aim to protect and maximize the benefits of the organization by enhancing
company performance, thereby optimizing the overall utility function. In the context of
this study, LPD management is motivated to prioritize the organization's goals over their
personal objectives. Stewardship theory is particularly relevant here as it explains the
behavior of LPD managers, who are more focused on achieving shared targets and goals
rather than their own. This theory is based on psychological and sociological principles
designed to ensure that leadership and management work toward realizing
organizational objectives (Sanjaya et al., 2017). In this study, LPD managers are able to
produce high-quality financial reports that can be transparently accounted for by both the
community and LPD customers.

The Influence of Accounting Understanding on the Quality of Financial Reports
Quality financial reports can be achieved when employees understand accounting in
accordance with applicable rules and practices (Pebriantari & Andayani, 2021). Previous
studies support the findings of Dwiyanti & Wati (2023) and Letisya & Nuratama (2022),
which indicate a positive influence of accounting understanding on the quality of financial
reports. These results align with stewardship theory, which describes LPD administrators
as being more motivated to achieve common objectives rather than focusing on personal
goals. The greater the understanding of accounting, the better the quality of financial
reports, which are prepared according to established principles and standards (Letisya
& Nuratama, 2022). Based on the explanation above, the following hypothesis can be
formulated:

H1: Accounting understanding has a positive effect on the quality of financial reports.
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The Influence of Information Technology Utilization on the Quality of Financial
Reports

Information technology refers to the study, design, development, implementation,
support, or management of computer-based systems, including both software and
hardware applications (Aniftahudin et al., 2016). Optimizing the use of information
technology significantly enhances the quality of financial reports (Zubaidi et al., 2019).
When applied correctly, information technology generates high-quality data (Siallagan,
2020). Supporting evidence comes from previous studies, such as those conducted by
Dewi & Yuniasih (2021) and Risna (2023), which found that the use of information
technology positively affects the quality of financial reports. This demonstrates that
integrating technology into accounting practices can improve the satisfaction of financial
report users due to the enhanced quality, speed, and accuracy of the data within these
reports (Dewi & Yuniasih, 2021). In light of this, the hypothesis formulated for this study
is:

H2: The effect of the use of information technology has a positive effect on the quality of
financial reports.

The Influence of Education Level on the Quality of Financial Reports

The level of education refers to the formal and non-formal learning experiences a person
has undergone. Formal education includes elementary, junior high, high school, and
higher education, while non-formal education encompasses tutorials or courses (Meliani
2021). The level of education reflects the breadth of an employee's knowledge and
understanding in efficiently performing tasks (Sarianingsih et al., 2021). Studies by Dewi
& Yuniasih (2021) and Meliani (2021) support the assertion that education positively
influences the quality of financial reports. This means individuals with higher education
possess greater intellectual capacity and knowledge, leading to better decision-making
when preparing financial reports (Dewi & Yuniasih, 2021). Based on this, the hypothesis
for this study is:

H3: Education level has a positive effect on the quality of financial reports.

The Influence of Internal Control on the Quality of Financial Reports

The internal control system is a vital mechanism that ensures the effective governance
of actions and activities within an organization, continuously conducted by both leaders
and employees. It plays a critical role in achieving organizational objectives by
implementing efficient and effective measures, ensuring financial reporting reliability,
safeguarding state assets, and complying with regulations (Mene et al., 2018). Research
by Letisya & Nuratama (2022) and Putri (2023) confirms that a well-implemented internal
control system positively affects the quality of financial reports. Effective internal controls
help mitigate undesirable management behaviors aimed at personal gain and reduce
deviations in management actions (Permana & Kepramareni, 2022). This aligns with
stewardship theory, which suggests that LPD administrators are motivated to achieve
organizational goals rather than personal ones.

Implementing a robust internal control system improves the quality of financial reports
(Letisya & Nuratama, 2022). Based on the above, the hypothesis of this study is:

H4: Internal control has a positive effect on the quality of financial reports.

The Influence of Work Experience on the Quality of Financial Reports

Work experience refers to the duration or period during which an individual has engaged
in work in order to comprehend the duties associated with a particular job and
successfully execute them. Employees with prior work experience tend to integrate more
easily into their work environment and reduce errors that may occur, as they have
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already mastered the job (Atika et al., 2019). The results of previous studies that support
this are studies conducted by Dewi & Yuniasih (2021) and Putri (2023) which state that
work experience has a positive effect on the quality of financial reports. This means that
the work experience of previous LPD employees certainly helps LPD in making quality
financial reports. From the description above, it can be concluded that the formulation of
the hypothesis of this study is:

H5: Work experience has a positive effect on the quality of financial reports.
RESEARCH METHOD

The location of this research was conducted at the LPD in Denpasar City. The reason
for choosing this research location was because several phenomena or cases were
found in LPDs throughout Denpasar City. The measurement of the dependent variable
and independent variable in this study was by providing statements, each of which was
measured using a five-point Likert scale, namely, (1) Really Disagree (RD); (2) Disagree
(D); (3) Quite Agree (QA); (4) Agreed (A); (5) Really Agree (RA). Indicators of the quality
of financial reports include Relevant, Reliable, Comparable, and understandable (Putri,
2023). Indicators of accounting understanding include Assets, Liabilities, Equity/Capital,
Income, and Expenses. Indicators of the use of information technology include computer
use and network use. Indicators of education level include educational background,
educational strata, and education, which is carried out periodically.

Indicators of internal control include the control environment, risk assessment, control
activities, information and communication, and supervision (Mene et al., 2018). These
aspects are crucial elements in evaluating the effectiveness of internal controls within an
organization. Indicators of work experience include time period, field of work, and
benefits of work experience in finance (Atika et al., 2019). The population included in this
study comprised all local government employees in Denpasar City, amounting to 34
LPDs with a total of 552 employees. The methodology employed in this study was
purposive sampling, resulting in the inclusion of 102 auditors as research participants.
The data collection method utilized in the study was a questionnaire. The technique
employed for data analysis was multiple linear regression analysis.

RESULTS

Based on the characteristics of the research respondents, the most dominant auditors in
this study were female, as many as 58 people (56.9%), and had a bachelor's degree of
education inas many as 55 people (53.9%). Prior to conducting multiple linear
regression analysis on the collected data, research instrument testing was conducted.
This included validity testing and reliability testing.

Table 1. Validity and Reliability Test Results

. Cronbach’s Pearson

Variable Alpha Statement Correlation
KLK.1 0.835
Quality of Financial Reports 0.907 KLK.2 0.905
(KLK) ) KLK.3 0.919
KLK.4 0.879
PA.1 0.826
. . PA.2 0.731
Accountlng(gR;:Ierstandmg 0.839 PA 3 0.830
PA.4 0.775
PA.5 0.757
0.910 PTI.1 0.877
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ce : PTI.2 0.925
Utilization of Information

Technology (PTI) PTI.3 0.867

PTIl.4 0.881

TP.1 0.879

Level of Education (TP) 0.766 TP.2 0.900

TP.3 0.507

PI.1 0.731

PI.2 0.810

Internal Control (PI) 0.770 PI.3 0.746

Pl.4 0.682

PI.5 0.680

PK.1 0.946

Work Experience (PK) 0.938 PK.2 0.942

PK.3 0.942

Table 1 presents the findings of the validity test that was conducted. It is evident that all
of the indicators, which are in the form of variable statements, have a Pearson correlation
value greater than 0.30, indicating their validity and compliance with data validation
standards. The conclusion that all instruments are reliable is based on the reliability test
results, which show that each of the following variables: due professional care, auditor
experience, time budget pressure, audit fee, auditor motivation, and audit quality has a

Cronbach's alpha value greater than 0.70.

Table 2. Normality Test Results

Parameter Value
N 102
Mean 0.0000000
Std. Deviation 1.21969206
Test Statistic 0.079
Asymp. Sig (2-tailed) 0.128

Source: Data processed, 2024

Table 2 indicates a significance level of 0.128 > 0.05, which allows for additional analysis
to be performed on the residual data in the regression model, indicating that it is normally

distributed.
Table 3. Multicollinearity Test Results
Independent Variable Tolerance VIF Information

Accounting Understanding 0.654 1.528 | Multicollinearity Free
Utilization of Information Technology 0.736 1.359 | Multicollinearity Free
Level of Education 0.742 1.348 | Multicollinearity Free
Internal Control 0.617 1.620 | Multicollinearity Free
Work Experience 0.902 1.108 | Multicollinearity Free

Source: Data processed, 2024

Table 3 shows that all independent variable tolerance values are greater than 0.10 and
the VIF value is less than 10, indicating that there are no signs of multicollinearity in the

developed regression model.

Table 4. Heteroscedasticity Test Results

Variable Significance Description
Accounting Understanding 0.403 Free of Heteroscedasticity
Utilization of Information Technology 0.865 Free of Heteroscedasticity
Level of Education 0.826 Free of Heteroscedasticity
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Internal Control 0.139 Free of Heteroscedasticity
Work Experience 0.252 Free of Heteroscedasticity
Source: Data processed, 2024

Based on Table 4, it is known that the significance value of understanding accounting is
0.403, understanding information technology is 0.865, education level is 0.826, internal
control is 0.139, and work experience is 0.252. Since each tested variable has a
significance value greater than 0.05, it can be concluded that the independent variables
have no effect on the absolute residual and that the resulting model is free of
heteroscedasticity symptoms and appropriate for use.

Table 5. Recapitulation of Multiple Linear Regression Analysis Results
Dependent Independent | Regression | Standard t count Significance
Variable Variable Coefficient Error
(Constant) 0.785 1.986 0.395 0.694
Quality of AU 0.115 0.082 1.402 0.164
Financial ulT 0.177 0.082 2.165 0.033
Report LE 0.310 0.099 3.139 0.002
IC 0.192 0.098 1.953 0.054
WE 0.212 0.093 2.288 0.024
R 0.662
R Square 0.438
Adjusted R Square
F count 11.517
Significance F

Source: Data processed, 2024

The adjusted R square (R2) value, based on Table 5, is 41.7%, or 0.417. This indicates
that knowledge of accounting, information technology, education level, internal control,
and work experience can account for 41.7% of the audit quality, with other factors outside
the research model accounting for the remaining 60%. The model fits the data and is
suitable for further testing. The calculated F value is 15.474 with a significance of 0.000
<0.05, which indicates that knowledge of accounting, information technology, education
level, internal control, and work experience all simultaneously affect the quality of
financial reports.

Numerous important conclusions can be drawn from the hypothesis testing (t-test)
results. The first finding disproves hypothesis 1: the accounting understanding (AU)
variable has a t-value of 1.402 at a significance level of 0.164, greater than 0.05. This
suggests that accounting understanding has no effect on the caliber of financial reports.
Secondly, the information technology (UIT) variable's t-value of 2.165 at a significance
level of 0.033—less than 0.05—indicates that the use of IT improves the caliber of
financial reports, supporting the acceptance of H2. Third, the acceptance of H3 is
indicated by the level of education (LE) variable, which exhibits a t-value of 3.139 at a
significance level of 0.002. This indicates a positive impact on the quality of financial
reports. Fourth, there is no discernible impact on the quality of financial reports, leading
to the rejection of H4, with the internal control (IC) variable producing a t-value of 1.953
at a significance level of 0.054, which is higher than 0.05. Ultimately, H5 is approved
since the work experience (WE) variable exhibits a positive influence on the caliber of
financial reports, as evidenced by its t-value of 2.288 at a significance level of 0.024.

DISCUSSION
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The Influence of Accounting Understanding on the Quality of Financial Reports
H1 is rejected because the test results show that accounting understanding has no
significant effect on the quality of financial reports. Accounting comprehension refers to
an individual's ability to grasp the fundamental principles and practices of accounting,
starting from documenting financial transactions to organizing, summarizing, presenting,
and analyzing financial information for decision-making purposes (Taufigurrohman et al.,
2021). Despite the importance of these processes, the findings suggest that simply
having knowledge of accounting does not necessarily translate into producing high-
quality financial reports. This is because employees who are responsible for preparing
or reviewing financial reports are often assumed to possess adequate accounting skills
and are expected to adhere to established standards and procedures that guide the
reporting process. Therefore, their level of accounting knowledge does not have a direct
impact on the quality of the reports they generate.

In practice, the preparation of financial reports is governed by standard operating
procedures (SOPs) and regulatory frameworks such as Generally Accepted Accounting
Principles (GAAP) or International Financial Reporting Standards (IFRS). These
guidelines ensure consistency and accuracy in financial reporting, regardless of the
individual’'s depth of accounting knowledge. Employees tasked with these
responsibilities are usually trained to follow these frameworks, which mitigate the
potential influence of variations in accounting comprehension. This could explain why
accounting knowledge does not significantly affect the quality of financial reports, as the
structure and rules of financial reporting limit the room for error or deviation, even for
those with limited accounting expertise.

The results align with previous studies conducted by Risna (2023) and Yulianingsih et
al. (2021), which also found that accounting knowledge has no significant influence on
financial report quality. These studies suggest that other factors, such as the use of
advanced financial software, external audits, and adherence to strict reporting standards,
play a more critical role in ensuring the quality of financial reports. Additionally, these
findings highlight that improving the quality of financial reports might require more than
just enhancing employees' accounting knowledge. Emphasis should instead be placed
on strengthening internal controls, ensuring compliance with accounting standards, and
leveraging technological tools to minimize human error and enhance the accuracy and
reliability of financial reporting.

The Influence of Information Technology Utilization on the Quality of Financial
Reports

H2 is approved based on the test results indicating that the utilization of information
technology positively impacts the quality of financial reports. Information technology, as
defined by Aniftahudin et al. (2016), encompasses the study, design, development,
implementation, support, and management of computer-based information systems,
including both software and hardware applications. In today’s fast-paced and
increasingly digital environment, leveraging information technology has become
essential for organizations, particularly in the financial sector. The integration of
technology not only streamlines financial processes but also enhances the accuracy and
reliability of the data being reported.

The application of information technology in financial reporting helps minimize human
errors, which can often arise during data entry and processing. By automating various
aspects of financial report preparation, organizations can significantly reduce the
likelihood of mistakes that may compromise the quality of these reports. Moreover, the
use of advanced software tools allows for better data analysis, more sophisticated
reporting capabilities, and improved visualization of financial information. Consequently,
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the overall quality of financial reports is likely to improve, as the reports are produced
with greater precision and consistency.

This notion is supported by research conducted by Siallagan (2020), which emphasizes
that effective utilization of technology leads to the generation of high-quality information.
Furthermore, studies by Dewi & Yuniasih (2021) and Paramitha & Dharmadiaksa (2019)
reinforce this finding, showing that the use of information technology has a positive effect
on the quality of financial reports. Their work highlights the importance of investing in
technological resources and training for personnel, ensuring that the staff is proficient in
the tools that can enhance their reporting capabilities.

The Influence of Education Level on the Quality of Financial Reports

H3 is accepted because the test results demonstrate that education level has a positive
and significant impact on the quality of financial reports. Education level refers to the
formal and informal educational achievements attained by an individual. Formal
education includes levels such as elementary school, high school, and higher education
degrees, while informal education encompasses tutorials, professional courses, and
other non-academic training (Milenia et al., 2023). The level of education plays a crucial
role in equipping employees with the knowledge and skills necessary to perform their
tasks more effectively, including the preparation of financial reports. Employees with
higher educational backgrounds are likely to have a broader understanding of accounting
principles, financial regulations, and reporting standards, which enhances their ability to
prepare high-quality financial reports (Sarianingsih et al., 2021).

The influence of education on the quality of financial reports can be attributed to several
factors. Firstly, higher education provides a structured environment for individuals to
develop critical thinking, problem-solving, and technical skills, all of which are essential
in the accurate preparation and analysis of financial information. Formal education often
includes a comprehensive curriculum that covers accounting standards, financial
analysis, and reporting techniques, which are directly applicable to the preparation of
financial reports. As employees with higher levels of education are more likely to be
familiar with these practices, they can apply this knowledge in their work, leading to more
accurate, transparent, and reliable financial reports.

In addition to formal education, non-formal education such as specialized training,
certifications, and professional courses further enhances an individual’s capability to
handle complex financial tasks. These forms of education provide practical knowledge
that complements formal learning, focusing on current industry standards and best
practices. Employees who undergo such training are better equipped to handle the
dynamic nature of financial reporting requirements, adapt to changes in financial
regulations, and leverage new technologies in accounting. This continuous learning
process helps in maintaining the accuracy and relevance of financial reports in a
constantly evolving business environment.

Research conducted by Dewi and Yuniasih (2021) supports this finding, indicating that
education level significantly influences the quality of financial reports. The study found
that employees with higher educational backgrounds consistently produced better quality
financial reports due to their enhanced understanding of accounting principles, critical
regulations, and technological tools used in financial management. This suggests that
as employees attain higher levels of education, they become more proficient in
navigating the complexities of financial reporting, thereby improving the overall quality of
financial reports.

Furthermore, education not only enhances technical accounting skills but also fosters a
mindset of diligence, ethical responsibility, and attention to detail—traits that are crucial
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for ensuring the integrity of financial reports. Employees with higher education levels are
often more aware of the ethical implications of financial reporting, including transparency,
accuracy, and adherence to legal requirements. This awareness contributes to the
production of financial reports that meet the highest standards of quality, thereby
increasing the reliability of these reports for decision-making purposes.

The Influence of Internal Control on the Quality of Financial Reports

H4 is rejected because the test results indicate that internal control does not have a
significant impact on the quality of financial reports. Internal control is typically designed
to ensure that an organization operates efficiently and effectively, providing reliable
financial reporting, protecting assets, and ensuring compliance with relevant laws and
regulations (Mene et al., 2018). Internal control systems involve a set of policies,
procedures, and practices aimed at safeguarding an organization's resources,
preventing and detecting errors, and promoting accountability. However, the study's
findings suggest that the existence of an internal control system, while important for
operational and compliance purposes, is not a decisive factor in determining the quality
of financial reports.

One possible explanation for this result is that financial report quality is influenced by a
broader range of factors beyond the scope of internal control mechanisms. The quality
of financial reports depends on adherence to legal and regulatory requirements, the
proper application of accounting standards, and transparent disclosures. For instance,
employees responsible for preparing financial statements must follow established
government accounting standards, ensuring that the reports are accurate and provide a
fair representation of the organization’s financial position. Internal control systems,
though helpful in guiding processes and reducing errors, cannot fully ensure that the
employees preparing financial statements are applying these standards correctly or
disclosing all relevant information.

This finding challenges the assumption that robust internal controls will inherently lead
to high-quality financial reporting. It suggests that internal control systems may be
effective at reducing fraud, protecting assets, and ensuring compliance, but they do not
necessarily guarantee that the financial reports produced will meet the highest standards
of quality. For instance, even with a strong internal control system in place, if the
personnel preparing the reports lack sufficient accounting knowledge or if the
organization does not prioritize transparency and full disclosure, the financial reports may
still fail to meet quality standards. Therefore, other elements, such as regulatory
adherence, the skill level of employees, and the organization’s commitment to ethical
financial reporting, play a more crucial role in ensuring the high caliber of financial
reports.

In addition, financial report quality may depend on factors such as the organization’s
culture and leadership, which influence how seriously employees take their financial
reporting responsibilities. If leaders prioritize financial transparency and accuracy, this
may foster an environment where employees are more diligent in preparing financial
reports, regardless of the formal internal controls in place. Conversely, if leaders focus
primarily on operational efficiency and less on financial reporting accuracy, internal
controls might not be enough to ensure high-quality financial reports.

The study's findings align with previous research by Danayanti et al. (2020) and Kaifah
& Tryana (2020), which also found no significant relationship between internal control
systems and the quality of financial reports. Both studies suggest that internal controls,
while essential for organizational governance, do not directly influence the quality of
financial reporting. These studies imply that financial report quality is a multifaceted
issue, with key drivers beyond the existence of internal controls, such as the competency
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of the financial team, the level of adherence to accounting principles, and external factors
like audit quality and regulatory oversight.

Moreover, the effectiveness of internal controls can vary depending on how well they are
implemented and followed within an organization. An internal control system that is
inadequately enforced or that employees do not fully adhere to may not effectively
support financial reporting quality. In this case, even if internal controls are in place, they
may not be functioning as intended, further explaining the lack of correlation between
internal controls and financial report quality.

The Influence of Work Experience on the Quality of Financial Reports

H5 is supported because the test results demonstrate that work experience has a
significant positive effect on the quality of financial reports. Work experience refers to the
duration and depth of an individual's exposure to specific job functions and
responsibilities within their field. It plays a crucial role in shaping employees’ skills,
knowledge, and decision-making abilities over time. In the context of financial reporting,
employees with more work experience are more likely to possess a thorough
understanding of accounting principles, financial regulations, and reporting procedures.
This accumulated knowledge allows them to navigate complex financial issues, avoid
errors, and produce reports that are both accurate and compliant with relevant standards
(Pramesti et al., 2021).

As employees gain more experience, they become adept at handling challenges that
arise during the financial reporting process. They acquire the ability to apply their
judgment to unusual or ambiguous situations that may not be explicitly covered by
standard operating procedures. With more experience, employees are also likely to have
faced a variety of problems and can draw upon past solutions to resolve issues
efficiently. This ability to troubleshoot and make informed decisions directly impacts the
quality of financial reports, as experienced employees are better equipped to ensure that
the reports are accurate, comprehensive, and free from errors. They are also more likely
to adhere to organizational guidelines and regulatory requirements, resulting in financial
reports that meet the expectations of stakeholders.

Work experience also plays a critical role in enhancing employees' familiarity with the
specific duties and responsibilities outlined in the organizational structure and standard
operating procedures (Atika et al., 2019). Experienced employees are often more
capable of understanding the nuances of the financial reporting process, including the
technical requirements of the software systems they use and the complexities of financial
data analysis. This proficiency allows them to efficiently perform their tasks and meet
deadlines, which is essential for producing timely and accurate financial reports.

Moreover, experienced employees are often more aware of the common pitfalls in
financial reporting and know how to avoid them. They tend to have a deeper
understanding of how different financial transactions are recorded, how various accounts
are reconciled, and how financial data is presented in a way that is meaningful and
transparent. This level of expertise allows them to produce financial reports that are not
only accurate but also insightful, providing valuable information for decision-making.

Work experience is also linked to an employee's ability to collaborate effectively with
other departments and stakeholders involved in the financial reporting process.
Experienced employees understand the importance of gathering complete and accurate
data from various sources within the organization, and they are more likely to have
established strong working relationships with other departments, which can facilitate
smoother data collection and communication. This collaborative aspect of financial
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reporting further contributes to the overall quality of the reports, as the information is
more likely to be accurate, timely, and well-organized.

Additionally, work experience provides employees with the confidence to take initiative
in improving the financial reporting process. Experienced employees are often proactive
in identifying areas where the process can be streamlined or improved, and they may
suggest changes that lead to greater efficiency and accuracy in financial reporting. This
proactive attitude is a hallmark of seasoned employees who have a clear understanding
of the organization's goals and how their role in financial reporting contributes to
achieving those goals.

The findings are consistent with research conducted by Dewi & Yuniasih (2021) and Putri
(2023), who also found that work experience has a positive effect on the quality of
financial reports. These studies highlight the fact that employees with more work
experience are better equipped to produce high-quality financial reports because they
have developed a comprehensive understanding of the financial reporting process
through years of practice and exposure to different scenarios.

CONCLUSION

The purpose of this study was to evaluate and gather empirical data on the effects of
work experience, education level, internal control, and knowledge of accounting on the
caliber of LPD financial reports in Denpasar City. Based on a sample of 102 respondents,
the analysis employed multiple linear regression, which revealed significant insights into
the factors influencing financial report quality. The findings indicate that the utilization of
information technology, educational attainment, and professional experience all
positively affect the quality of financial reports produced by LPDs in Denpasar City. In
contrast, neither internal control nor accounting knowledge was found to have a
significant impact on financial report quality.

These results underscore the importance of leveraging modern technology and ensuring
employees possess adequate educational qualifications and work experience. By
integrating advanced information technology into their financial reporting processes,
LPDs can enhance accuracy, efficiency, and transparency, ultimately leading to better
decision-making and increased trust among stakeholders. Furthermore, emphasizing
continuous education and professional development will equip employees with the
necessary skills to produce high-quality financial reports that meet contemporary
accounting standards.

However, the study's adjusted R-squared value of 0.417 suggests that 41.7% of the
variance in financial report quality can be explained by the selected variables, indicating
the presence of other influencing factors not accounted for in this research. Therefore, it
is advisable for future studies to explore additional variables such as organizational
culture, management practices, and external auditing processes, which may further
elucidate the determinants of financial report quality.

In conclusion, the findings of this study serve as a critical reference for LPDs in Denpasar
City aiming to improve their financial reporting standards. By focusing on enhancing
technology use, prioritizing educational attainment, and valuing work experience, LPDs
can significantly elevate the quality of their financial reports, fostering greater
accountability and transparency. These improvements can ultimately lead to increased
public trust and confidence in the financial management practices of LPDs, contributing
to their sustainability and growth within the community.
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