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ABSTRACT
This research aims to analyze the role of internal auditors in preventing financial fraud in local government agencies in North Sumatra. APBD management is a process that includes budget preparation, implementation and accountability, with supervision as a key element to ensure transparency and accountability. Internal auditors play a strategic role in preventing and detecting financial fraud through independent assessments, periodic audits, and providing recommendations for improving financial management. Challenges faced include limited human resources, lack of understanding of audit standards, and weak organizational commitment to internal control. This research uses an exploratory qualitative approach, which allows for an in-depth understanding of the phenomena studied in a natural context. Data collection techniques were carried out through in-depth interviews, observation and documentation, with the North Sumatra Provincial Inspectorate auditor as the main subject. The selection of informants was carried out using the snowball technique, while data analysis involved reduction, data presentation, and inductive conclusion drawing. The research also utilizes secondary data, including performance reports of related institutions. The research results show that internal auditors have a significant role in identifying potential fraud, providing strategic recommendations, and increasing the efficiency and effectiveness of regional budget management. However, the realization of supervision performance is still below the target, as seen in the regional revenue optimization indicators and expenditure efficiency, which respectively reached 0% and 5.86% of the target. The main obstacle is the lack of follow-up on recommendations and the lack of optimal implementation of internal control. This research concludes that strengthening the capacity of internal auditors and increasing organizational commitment is very necessary to prevent financial fraud. With a more effective contribution, internal auditors can become the main pillar in supporting clean, transparent and accountable financial governance.
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INTRODUCTION
APBD management is a process that starts with the preparation of the RAPBD, then approved by the DPRD, ratified by the central government, and designated as the APBD (Nasution et al, 2024). This process continues through to budget implementation, administration and accountability (Nasution, 2023). The supervisory component plays an important role in realizing the principles of clean state administration at every level of APBD management. According to the General Principles of Good Government (AUPB), one form of supervision is to use the principle of accountability in state administration (Karlina Ghazalah Rahman, Siti Nur Reskiyawati Said 2022).  Therefore, a number of processes are needed involving various institutions that have budget oversight responsibilities, including the Ministry of Home Affairs, the Financial and Development Audit Agency, the Financial Audit Agency (BPK), the Regional People's Representative Council (DPRD), and the Provincial Inspectorate (Nasution et al, 2021). The scope of budget supervision is under the authority of each supervisory institution, in accordance with the fields and authorities stipulated in statutory regulations. The responsibility of regional governments as budget users to prepare financial and performance reports, which are then assessed and clarified by the BPK, DPRD and Ministry of Home Affairs, is the main means of accountability for APBD implementation (Nababan and Dewi 2023).
Internal auditors play an important role in preventing and detecting fraud in financial management (Nasution et al, 2024). As part of the internal control system, internal auditors are expected to provide objective evaluations, carry out regular audits, and provide recommendations for improvements to regional financial management. This role is very crucial in increasing efficiency, effectiveness and transparency in the use of regional budgets (Nasution & Welly, 2023). Fraud in financial management is one of the big problems faced by local governments in Indonesia, including in North Sumatra. Cases such as budget misuse, manipulation of financial reports, and irregularities in the procurement of goods and services can have a negative impact on state finances and reduce the level of public trust in the government (Harefa 2023). Therefore, efforts to prevent financial fraud must be a top priority in creating a clean and accountable government.
	No.
	Activity Objectivity/Activity Success Measures
	Amount
	Achievement
(2024)
	Implementation
	Percent (%)
	Flat-
Flat
Achievements
(%)

	I
	Program Objective 1: Strengthening development supervision in State/Regional financial accountability

	1.1
	Activity 1.1: Value of regional revenue increase achieved.
	Rupiah (Million)
	1.853,00
	0,00
	0,00%
	33,33%

	1.2
	Activity 1.2: Assess the effectiveness of state and regional expenditure management
	Rupiah (Million)
	114.798,00
	6.726,83
	5,86%
	

	1.3
	Activity 1.3: Value of efforts to resolve the State and Regional financial crisis
	Rupiah (Million)
	104.151,30
	0,00
	0,00%
	

	II 
	Program Objective 2: Increasing awareness of improving governance in K/L/D/BU coordinated by BPKP Representatives

	2.1
	Activity 2.1: Proportion of Strategy Recommendations that are implemented
	(%) Percent
	80,00
	30,00
	37,50%
	100,00%

	III.
	Activity 3: Strengthening Supervision of National Infrastructure development 

	3.1
	Activity 3.1: National Strategic Project Achievements Based on Targets.
	Project
StrategicNational (PSN)
	4,00
	5,00
	125,00%
	100,00%

	3.2
	Activity 3.2: Level of problem solving in Development Implementation 
	(%) Percent
	85,00
	72,72
	85,55%
	



Table. 1 Performance of Representatives of the North Sumatra Province Financial and Development Supervisory Agency (BPKP) in 2024

This target concerns three performance metrics, namely optimizing regional income, spending efficiency, and saving state/regional finances. The regional income optimization target value of IDR 1,853 million has not been achieved so the achievement percentage is zero percent. The efficiency value of state and regional spending was targeted to reach IDR 114,798 million, but the realization was only IDR 6,726.83 million with an achievement of 5.86 percent. Meanwhile, the value of state/regional financial investment amounting to IDR 104,151.30 million has also not been realized so there has been no achievement. For this target, the performance indicator is the percentage of strategy recommendations that are followed up. From the target of 80 percent, the realization obtained was 30 percent so the achievement was 37.5 percent. However, the overall average achievement reached 100 percent. The final target is to examine the number of national strategy projects (PSN) that have been effectively realized in accordance with the targets and obstacles to development implementation that have been resolved. For the number of PSNs, the initial target of four projects was successfully exceeded with the realization of five projects, so that the achievement reached 125 percent. Meanwhile, the level of difficulty of completed construction reached 85.55 percent, exceeding the target set at 85%.
In North Sumatra, the role of internal auditors in various local government agencies faces various challenges, such as limited human resources, lack of understanding of audit standards, and weak organizational commitment to the implementation of internal control. Apart from carrying out supervisory duties, internal auditors also play a role in providing recommendations for improvements to increase the efficiency and transparency of the regional financial system. This is in accordance with the findings of Panggabean and Dame (2018), which show that the implementation of a good regional financial system, public transparency and effective control activities can increase the financial accountability of government agencies. In this context, it is important to analyze the extent to which internal auditors are able to carry out their function in preventing financial fraud in local government agencies. This research aims to analyze the role of internal auditors in preventing financial fraud in local government agencies in North Sumatra. By understanding the role of internal auditors in depth, this research is expected to contribute to strengthening internal control and developing more effective financial fraud prevention strategies (Pane 2018).
RESEARCH METHODS
This research uses an exploratory qualitative approach to analyze the role of internal auditors in preventing financial fraud in local government agencies in North Sumatra. A qualitative approach was chosen because it allows researchers to understand phenomena in depth in a natural context. As a scientific method, qualitative research prioritizes meaning over generalizations. Researchers act as the main instrument in collecting data using triangulation techniques, such as in-depth interviews, observation, and documentation. The data analysis process involves data reduction, data presentation, and inductive conclusion drawing. This is in line with the qualitative concept explained by, where this approach is used to understand the subject's behavior, motivation and perceptions holistically (Aryanti et al. 2024).
The exploratory qualitative method was chosen because it is able to capture the complexity of the phenomena faced by internal auditors in preventing financial fraud. This approach allows researchers to provide a direct relationship between researchers and informants and adapt to value patterns that emerge during the research process. Researchers can also identify a diversity of data that is relevant to the phenomenon being studied, thereby providing a richer and deeper picture of the role of internal auditors (Simanjuntak 2024).
The data sources for this research include primary and secondary data. Primary data was obtained through in-depth interviews with auditors at the North Sumatra Provincial Inspectorate, who were selected based on certain qualifications. Auditors who are research subjects are required to have audit experience, have attended audit training, and have worked at the Inspectorate for a minimum of three years. The snowball technique was used to determine informants, allowing researchers to reach relevant subjects through previous informant recommendations. In addition, triangulation techniques were carried out to increase data validity by combining various data collection methods (Sumaterautara 2023).

DISCUSSION
a. The Role of Internal Auditors in Preventing Financial Fraud in Regional Government Agencies
Regional budget management, especially in the context of the APBD, requires strict supervision to prevent misuse and fraud that can harm state finances. Internal auditors play an important role in this prevention effort. The research results show that internal auditors at the North Sumatra Province Inspectorate have a significant role in conducting audits and providing recommendations for improvements to regional financial management. They are tasked with identifying potential fraud, compiling reports on findings, and providing suggestions for improvements to relevant agencies.
However, even though the role of internal auditors is quite strategic, the big challenges in its implementation are limited human resources and a lack of understanding of applicable audit standards. This causes the low effectiveness of the implementation of supervision and follow-up to the recommendations given. The decline in achievements recorded in regional revenue optimization indicators and expenditure efficiency shows that despite monitoring efforts, the actual results are still far from the set targets.
Apart from that, weak organizational commitment to internal control is also a major obstacle in regional financial supervision. The large number of findings reports that are not followed up and the implementation of internal controls that are not yet optimal increases the workload of internal auditors and reduces the impact of the audits carried out. This shows that there is a need for changes in the organizational structure and approach to internal supervision so that internal auditors can be more effective in carrying out their role.


b. Inhibiting Factors in Implementing the Role of Internal Auditors
The main factors that hinder the performance of internal auditors in North Sumatra are the lack of trained human resources, as well as a lack of understanding of the audit standards that should be applied. In addition, although recommendations for improvement have been provided, implementation is still relatively low. This research found that only around 30% of strategic recommendations were followed up, while the expected target was 80%. This low level of follow-up indicates a gap between audit findings and implementation of improvements in the field.
Lack of commitment from management and policy makers in encouraging the implementation of internal control is also an important factor that causes supervision of regional budget management to not be optimal. This weak commitment is directly related to low monitoring performance, especially in terms of spending efficiency and optimizing regional revenues which are far from targets.
c. Recommendations for Improving the Role of Internal Auditors
To overcome the challenges faced by internal auditors, several strategic steps are needed, including:
1. Increasing Human Resources (HR) Capacity: Continuous training and education for internal auditors needs to be carried out so that they are better prepared to face developments in the latest audit standards and can be more effective in analyzing and providing recommendations.
2. Strengthening Organizational Commitment: Local governments must strengthen their commitment to internal control by ensuring that every recommendation from the internal auditor is followed up seriously and in a timely manner.
3. Application of Technology in Supervision: The use of information technology in the audit process can increase the work efficiency of internal auditors. With a more integrated and real-time system, monitoring can be carried out faster and more effectively.
4. Increased Stakeholder Involvement: The role of DPRD, BPK and ministries in supporting internal auditors is very important. With better synergy between supervisory institutions, the implementation of internal control can run more optimally.
CONCLUSION
This research shows that internal auditors have a very important role in preventing financial fraud in local government agencies in North Sumatra. Even though this role is quite strategic, its effectiveness is still limited by a number of factors, such as limited human resources, lack of understanding of audit standards, and weak commitment to the implementation of internal control. By strengthening the capacity of internal auditors, increasing organizational commitment to internal control, as well as supporting technology and other stakeholders, it is hoped that the role of internal auditors can be maximized. This will support the creation of cleaner, more transparent and accountable regional financial governance. Through these efforts, it is hoped that financial fraud can be minimized, which will ultimately increase public trust in budget management at the regional government level. This research makes an important contribution to efforts to improve the regional financial supervision system and provides a basis for policies to strengthen internal control in the future.
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