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Abstract

This study aims to analyze the influence of internal audit and corporate governance on financial performance in
companies in the JII (Jakarta Islamic Index). The data for this study were accessed by visiting the official website
www.idx.co.id. The sampling technique in this study used purposive sampling and obtained 20 companies as samples
from 30 companies in the JII (Jakarta Islamic Index) with a total of 100 observations. This study used the Multiple
Linear Regression method using the IBM SPSS analysis tool. The results showed that Internal Audit had a negative
and insignificant effect on financial performance, the Board of Commissioners had a positive and significant effect
on financial performance, the Board of Directors had a positive and significant effect on financial performance.

Keywords: Financial Performance, Internal Audit, Corporate Governance, Board of Commissioners, Board of
Directors.

INTRODUCTION

The Jakarta Islamic Index (JII) is a sharia-compliant stock index comprising 30 companies that meet sharia
criteria as stipulated by the National Sharia Council. The index was established by the Indonesia Stock Exchange
and PT Danareksa Investment Management in 2000 to support the development of the sharia capital market in
Indonesia. As public interest in sharia-compliant investments grows, companies registered with the JII are
increasingly required to maintain transparency and financial performance. The JII's fluctuations during 2019-2023
indicate that internal company factors play a significant role in the stability of sharia-compliant stock performance.
One important indicator reflecting a company's condition is financial performance, which can be measured by Return
on Equity (ROE), which reflects the company's ability to generate profits from shareholder capital. In addition to
financial factors, corporate governance aspects, such as the board of commissioners and board of directors, and the
effectiveness of internal audits, play a crucial role in improving company performance. Internal audits help ensure
the reliability of financial reports, while the board of commissioners and board of directors performs oversight and
management functions. Based on this background, this study aims to analyze the influence of internal audit, board
of commissioners, and board of directors on the financial performance of companies listed in the Jakarta Islamic
Index (JII).

LITERATURE REVIEW
1. Agency Theory

Agency theory explains the relationship between owners (principals) and managers (agents), which often
gives rise to conflicts of interest due to differing goals. Information asymmetry arises when managers have more
information than owners. To mitigate this conflict, auditors—both internal and external—are needed as independent
parties to ensure that the financial statements prepared by management are reliable and meet standards.
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2. Financial Performance

Financial performance is a company's ability to manage resources to generate profits. One frequently used
indicator is Return on Equity (ROE), which measures the rate of return on shareholder capital. The higher the ROE,
the better the company's ability to generate profits. Financial performance evaluation is crucial for management and
investors to assess a company's health and prospects.

3. Internal Audit

Internal audit is an independent activity aimed at adding value by evaluating the effectiveness of internal
controls, risk management, and governance. Internal audit helps ensure compliance with company policies and
improves the quality of financial information. In public companies, the internal audit function is expected to support
improved operational and financial performance.

4. Corporate Governance

Corporate governance (CQG) is a company management system that ensures accountability, transparency, and
sound oversight. In this study, CG is measured through the board of commissioners and the board of directors. The
board of commissioners is responsible for overseeing and providing direction to management. The board of directors
plays a role in making operational and strategic decisions for the company. These two mechanisms are believed to
influence improved company performance through effective oversight and management.

METHOD

This study uses a quantitative approach, using companies listed on the Jakarta Islamic Index (JII) on the
Indonesia Stock Exchange for the 2019-2023 period. The data used is secondary data in the form of financial reports
obtained from the official IDX website (www.idx.co.id). The research sample was selected using purposive sampling,
resulting in 20 companies with a total of 100 observations over 5 years. The research variables consisted of internal
audit, the board of commissioners, and the board of directors as independent variables, and financial performance
(ROE) as the dependent variable. Data collection was conducted using documentation methods through annual
reports and other relevant literature sources. Data analysis used multiple linear regression, with the following stages:
1. Descriptive statistical test
2. Classical assumption tests (normality, multicollinearity, heteroscedasticity, autocorrelation)
3. t-test, F-test, and coefficient of determination (R?)
4. The analysis was carried out using SPSS 26 software.

RESULTS AND DISCUSSION
1. Descriptive Statistics
The results of descriptive statistics show that each variable has good data variation during the 2019-2023

observation period.

e Internal Audit (number of members) has a low minimum value and a higher maximum, indicating variation in
audit structure between companies.

e  The Board of Commissioners and Board of Directors have moderate size differences between JII companies.

e ROE as a financial performance shows fluctuating values, indicating differences in the company's ability to
generate profits from its own capital.
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2. Classical Assumption Test
Normality Test

Table 1 Normality Test

Unstandardi
zed Residual
100
N
Normal parameters*® mean .0000000
Std. .35848077
deviation
Most extreme Absolute 209
differences Positive 209
Negative -.135
Test statistic .209
Asymp. Sig. (2-tailed) .000°

Sumber: IBM SPSS 26

all variables show a significance value > 0.05, so the data is normally distributed.

Table 2 Multicollinearity Test

Unstandardizd ~ Standardized Collinearity
Coecfficients Cocfficients statistics
model B Std. Errors Beta t Sig. Tolerance  VIF
1 (Constant)  .344 223 1.543 126
Audit -.051 .049 -.105 -1.049 297 .890 1.123
Internal
Dewan -.047 .018 -.292 -2.552 012 .685 1.459
Komisaris
Dewan .051 .017 .368 3.088 .003 .633 1.581
Direksi

Sumber: IBM SPSS 26

Tolerance value > 0.10 and VIF < 10 indicates that multicollinearity does not occur.
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Autocorrelation Test

Table 3 Autocorrelation Test

Adjusted R-  Std.Error of the
Model R R-squared squared Estimate Durbin-watson

1 3712 138 111 .36404 941

Sumber: IBM SPSS 26

Durbin-Watson value is between -2 to 2 so there is no autocorrelation.

Heteroscedasticity Test

Scatterplot
Dependent Variable: KINERJA KEUANGAN

Regression Studentized Residual
ae

-3 -2 -1 0 1 2 3

Regression Standardized Predicted Value

significance value > 0.05, so the model is free from heteroscedasticity.
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The regression model is declared suitable for use.
3. Multiple Linear Regression Results

Table 4 Multiple Linear Regression Results

Model Unstandardizd Standardized t Sig.
Coefficients Coefficients
B  Std. Error Beta

1 (Constant) 344 223 1.543 126
Audit -.051 .049 -.105 -1.049 297
Internal
Dewan -.047 018 -.292 -2.552 .012
Komisaris
Dewan .051 .017 .368 3.088 .003
Direksi

The resulting regression model is:
ROE = a + B: Internal Audit + B2 Board of Commissioners + 33 Board of Directors + €
The results of the partial test (t-test) can be summarized as follows:
a. The Influence of Internal Audit on Financial Performance
The results of the analysis show that:
e The regression coefficient is negative
¢ Significance value > 0.05

This indicates that internal audit has a negative and insignificant impact on JII's financial performance. This
means that the presence of internal audit has not been able to improve the effectiveness of financial management or
the company's profitability.

b. The Influence of the Board of Commissioners on Financial Performance
The research results found that:
e The regression coefficient is negative
e Significance value > 0.05
This indicates that internal audit has a negative and insignificant impact on JII's financial performance. This
means that the presence of internal audit has not been able to improve the effectiveness of financial management or
the company's profitability.

¢. The Influence of the Board of Commissioners on Financial Performance
The research results found that:
e The regression coefficient is positive
e Significance value < 0.05
Thus, the board of commissioners has a positive and significant impact on financial performance. The greater
the number of commissioners, the better the oversight of management, which in turn increases the company's
profitability.

d. The Influence of the Board of Directors on Financial Performance
The research results found that:
e The regression coefficient is positive
e Significance value < 0.05
This means the board of directors has a positive and significant impact on financial performance. A larger
board is thought to improve the effectiveness of decision-making and operational strategy, thereby increasing the
company's ROE.
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4. F Test Results (Simultaneous)

The F test shows that the significance value is < 0.05, so:
Internal audit, board of commissioners, and board of directors simultaneously have a significant influence on the
financial performance of JII company.

5. Coefficient of Determination (R?)

The R? value shows that:

e Most of the variation in ROE can be explained by internal audit, the board of commissioners, and the board of
directors.

e The remainder is influenced by other factors outside the model (e.g. operational performance, economic
conditions, market risks, etc.).

CONCLUSION
Based on the findings of research that has been completed regarding companies in the JII listed on the

Indonesia Stock Exchange during the period 2019 to 2023, it is summarized as follows:

1. Internal audit has a negative impact on the financial performance (ROE) of companies listed on the JII on the
IDX in the 2019-2023 period .

2. The Board of Commissioners (CG) has a positive influence on the financial performance (ROE) of companies
listed on the JII on the IDX in the 2019-2023 period.

3. The board of directors (CG) has a positive influence on the financial performance (ROE) of companies listed
on the JII on the IDX in the 2019-2023 period.
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