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Abstract

Internal controls are necessary tools to help organizations attain their organizational goals. Lack
of these controls in any type of organizations could lead to fraudulent activities, which consequently
may hamper the achievement of organizational goals. This study aims to investigate the internal
control practices in two Indonesian mosques; Mosque A and Mosque B. The study employed the
Committee of Sponsoring Organization (COSO, 2013) framework of internal controls to frame the
investigation of internal control practices in these two mosques. Data collection was undertaken
through interviews and reviews of relevant documents. The findings revealed that the two selected
mosques, Mosque A and Mosque B, have the five internal control practices in place. These include
control environment, risk assessment, control activities, information and communication, and
monitoring activities. This study concludes that internal control practices are a necessary process
to support the accountability of the mosque. The results may be used as a potential reference for
improving internal control practices in the Indonesian mosques.

Keywords: internal control practices, fraudulent activities, mosques, accountability
Abstrak

Pengendalian internal merupakan alat yang diperlukan oleh organisasi untuk membantu dalam
mencapai tujuannya. Kurangnya pengendalian dapat menyebabkan terjadinya aktivitas kecurangan
yang dapat menghambat tercapainya tujuan organisasi. Oleh karena itu, penelitian ini bertujuan
untuk mengetahui bagaimana praktik pengendalian internal yang dilakukan oleh masjid di
Indonesia. Dua masjid dipilih untuk tujuan penelitian ini, yaitu Masjid A dan Masjid B. Penelitian
ini menggunakan kerangka pengendalian internal dari Committee of Sponsoring Organization
(COSO 2013) sebagai acuan untuk meneliti praktik pengendalian internal di kedua masjid tersebut.


mailto:nining.islamiyah@gmail.com
mailto:s.alawiah@iium.edu.my
mailto:azamrio@iium.edu.my

Jurnal Akuntansi dan Keuangan Indonesia, Juni 2020, Vol. 17, No. 1, hal 84-101 85

Pengumpulan data dilakukan melalui wawancara dan tinjauan dokumen yang relevan. Hasil dari
penelitian ini mengungkapkan bahwa dua masjid terpilih; Masjid A dan B, memiliki lima
mekanisme praktik pengendalian internal. Mekanisme tersebut meliputi lingkungan pengendalian,
penilaian risiko, kegiatan pengendalian, informasi dan komunikasi, dan kegiatan pemantauan.
Selain itu, penelitian ini juga menyimpulkan bahwa praktik pengendalian internal merupakan proses
yang diperlukan untuk mendukung akuntabilitas masjid. Hasil dari penelitian ini dapat digunakan
sebagai referensi yang potensial untuk memperbaiki praktik pengendalian internal pada masjid di

Indonesia.

Kata kunci: praktik pengendalian internal, aktivitas kecurangan, masjid, akuntabilitas

INTRODUCTION

Internal control is primarily a series of
operational and information systems that
would ensure the attainment of organizational
goals (Mintzberg 1989). Compliance with
relevant laws, rules and regulations, and pro-
cedures embedded in the controls could im-
prove operational efficiency and effectiveness
of organizations (Bongani, 2013).

Nonprofit organizations (NPOs) are
without exception in requiring internal con-
trols as part of their organizational systems.
Their main activities, which involve deliver-
ing religious, social and charity services, are
generally aimed at improving the welfare of
diverse communities. The environment and
main activities in which these organizations
are operating may be seen as they would be
less likely to be involved in cheating, thefts,
swindling or corruptions. Unfortunately,
many reported cases showed these types of or-
ganizations have no immunity against these
fraudulent activities. Thefts, embezzlement of
resources, misconduct among employees and
even members of the Board, misrepresenta-
tion of financial statements, and corruption
are commonly reported cases (Seyam et al.,
2018). A study conducted by McKeever
(2018) reported frauds involving approxi-
mately US$40-45billions in nonprofit organi-
zations from 2007-2010, and these figures
have surpassed US$ 67 billion in 2013. The
Association of Certified Fraud Examiners
(2018) has also reported that nonprofit organ-
izations accounted for around nine percent

(9%) of the fraud and incurred an average loss
of US$75,000.

Regrettably, fraud cases are also re-
ported to rampantly occur in mosques, which
are regarded as sacred in Islam. Allegations of
employees or volunteers defrauding mosques
funds and assets quite regularly cover commu-
nity news. For instance, there was a case in
Singapore where a woman swindled around
S$38,000 from the mosque fund between
2017 and 2019 (Lam, 2020). In Malaysia, RM
1 million (USD 236,630) of mosque funds
was reported being misappropriated in the
course of procuring carpets for the mosque
(mstar.com, 2016). Similar misappropriations
of mosque funds were also reported in
mosques across Indonesia. For instance, the
Chairperson of the South Sulawesi Grand
Mosque Foundation, Syarifuddin Daud, was
arrested on suspicion of swindling IDR 5 bil-
lion (USD 354,912) of the Great Mosque’s
fund (Padmasari, 2018). In 2019, a total col-
lection of IDR 55 million (USD 3,904) meant
for constructing a mosque after an earthquake
in West Nusa Tenggara was misappropriated
(Pratama, 2019). In another case, the Indone-
sia’s Corruption Eradication Commission
(Komisi Pemberantasan Korupsi) oversees
several suspected corruption cases related to
the Great Melawi Mosque construction. This
state development project lost around IDR 5
billion (USD 354,912) (Rachman, 2019). Un-
fortunately, there are still many misappropria-
tion cases involving mosque funds are not re-
ported. These reported cases of misconduct
involving substantial amount of public
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monies, primarily meant for the community
welfare, giving an alarming signal of a vulner-
able situation within the mosque administra-
tion to fraudulent activities and thus necessi-
tates an investigation into the state of its inter-
nal control system.

Thus, this paper aims to discuss
mosques' the existing internal control prac-
tices mosques in Java. The study selected two
mosques, which are considered active as they
are conducting a wide range of religious pro-
grams and delivering welfare activities. One
of the mosques was chosen to be a pilot
mosque for the financial management of
mosques program in Indonesia, which has
been recognised with several awards from
Indonesian institutions. The paper is orga-
nized into eight sections. It introduces the
study in the first section and followed by a
brief description of mosques in Indonesia. The
third section discusses prior studies on inter-
nal controls and subsequently elaborates on
the mechanism of accountability that outlines
this study. The research method, including the
cases, data collection and analysis is presented
in Section Five. Section Six describes the in-
ternal control practices of the two selected Ja-
vanese mosques and followed by the general
observation of accountability mechanisms in
the two mosques. Section Eight concludes the

paper.
LITERATURE REVIEW

Mosques in Indonesia

NPOs have unique features in terms of
funding. Some nonprofit organizations rely
heavily on the government (Hall 2002), while
others resource to membership dues and dona-
tions. Islamic nonprofit organizations, which
are religious-based such as mosques, how-
ever, would also receive givings such as infaq
(non-obligatory charity), zakat (obligatory
charity), and wagf (endowment) to be part of
their funding. In Indonesia, some mosques
have also established the Baitul Mal wat Tam-
wil (BMT), a cooperative entity, operating to

provide financial assistance to the community.
With diverse sources and substantial amounts
of funds, it is quite a challenge for mosques to
deal with fraudulent activities due to its nature
and the way they are operating the activities.

In some cases, nonprofit organizations
face financial restrictions, and thus inevitably
hire unpaid managers who have very little or
sometimes no knowledge in financial
management  (Greenlee et al. 2007).
Mosques, unfortunately, suffer the same
problems of financial limitations and hiring
managers who are lacking in specific financial
management skills but undertaking critical
financial management duties. This situation
could trigger the creation of a magnet of fraud.
In addition, the customary practices within
religious organizations of relying on trust
have weakened internal control, and together
with laxity of business and financial
knowledge puts them in a more vulnerable
state to engage in fraudulent activities
(Kummer et al. 2014).

Indonesia, as the world’s largest Mus-
lim country, has approximately 731,096
mosques as of 2013 (Fahmi 2018). Mosques
always have a significant role in people’s lives
in this Muslim country. Their lives, which are
revolving within and around mosques, compel
them to donate generously to support
mosques' diverse activities. For instance, one
of the mosques in Indonesia is able to secure
a total collection of infag around IDR 200 mil-
lion (US$14,196) a month. This sum does not
include receipts in the form of zakat, wagf,
and other types of givings and donations. It is
inconceivable how much funds are received
by all mosques across Indonesia. Undoubt-
edly, the massive amount of funds handled by
the mosques demands an effective internal
control system to ensure the objectives of
serving the community, which simultaneously
fulfills the altruistic intention of contributors,
donors and endowers are achieved. The pres-
ence of a good internal control system could
improve the effectiveness and efficiency of
the organization’s operational activities
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(AICPA 1994). More importantly, the exist-
ence of internal control practices would also
help to prevent fraudulent activities in
mosques.

Studies in Internal Control

Internal control is one of the critical el-
ements of organizations. According to the
Committee of Sponsoring Organization
(COSO 2013), there are five integrated com-
ponents of internal control: control environ-
ment, risk assessment, control activities, in-
formation and communication, and monitor-
ing activities. Firstly, the control environment
establishes the foundation for other compo-
nents, which include action, policies, and pro-
cedures in the organizations. Secondly, a risk
assessment undertakes the assessing pro-
cesses to identify the methods for managing
risks. In the risk assessment, the management
needs to think about the possible change that
may influence the organizational environment
and means to potentially manage the effect.
Thirdly, control activities are policies and pro-
cedures, which guarantee the management
policies are undertaken correctly and mini-
mize the risks. Fourthly, the first component
of information is obtained or generated by the
management from internal and external
sources to support internal control compo-
nents. The information system acts as a
method to identify, arrange, analyze, classify,
recognize, and report the transactions and
safeguard the asset and liabilities. Hence, the
second component of communication is a pro-
cess to understand each of the administrator’s
roles and responsibilities, which are related to
internal controls in financial reporting. The
communication may be expressed verbally or
an action undertaken by the management
(Tarigan and Saputra 2013). Fifthly, monitor-
ing is a process of determining the perfor-
mance quality of the internal control processes
over time and is used for correcting any mal-
functioning processes. Monitoring could be
implemented by the external auditor or the
controller in the internal control system

(Agoes 2012). These components work to es-
tablish the foundation for good internal con-
trol within organizations.

Several studies have been conducted on
internal control practices in nonprofit organi-
zations, including mosques. In terms of inter-
nal control aspects, Kamaruddin and Ramli
(2017) studied three Islamic nonprofit organi-
zations with similar characteristics in Malay-
sia. The study reported several similarities in
internal control practices aspects, including
segregation of duties, authorization of trans-
actions, and documentation of records in each
of the organizations. However, these organi-
zations have different practices in physical
control of assets and the recording of transac-
tions. In addition, the study reported some
challenges in the internal control practices,
such as lack of financial personnel, low
equipped physical control tools, and not as-
signing internal auditors to evaluate the activ-
ities and financial limitation. Besides, two out
of the three Islamic nonprofit organizations
did not practice the internal control process
for assessing the performance.

On the other hand, Masrek et al. (2014)
investigated the basic internal financial con-
trol practices among mosques in the state of
Selangor and Wilayah Persekutuan Kuala
Lumpur (i.e. the central region of Malaysia).
The study suggested that district mosques' in-
ternal controls practices on both receipts of in-
come and disbursement of funds require sig-
nificant attention, particularly the segregation
of duties element. Other elements of internal
controls, such as physical custody, recording
of transactions, and authorization, were at the
accepted level in which the majority of
mosques in this study have a good practice on
that element. For instance, all-district
mosques practiced good physical custody for
safeguarding the collection boxes by having
sealed or locked boxes, and all collection
boxes are opened regularly. These could pre-
vent the possibility of theft of the cash collec-
tion. Said et al. (2013) argued good internal
control and active involvement of mosque
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committees in fundraising activities enhance
mosque financial performance, which subse-
quently influence the quality and quantity of
services delivered by mosques.

Undoubtedly, a proper internal control
system ensures managers would utilize
financial resources in a way that enhances the
transparency of mosques in utilising their
assets and other resources to meet the
organizational objectives (Sulaiman 2007).
However, Fahmi (2018) argued that internal
controls of mosques are often carried out inef-
fectively; merely focusing on aspects related
to financial information. Internal controls,
whereas, should be associated with both fi-
nancial reporting and disclosure of non-finan-
cial information (Alam et al. 2013; Mohamed
et al. 2014). Non-financial information, which
concerns with strategic decision making
commonly reports issues related to sustain-
ability, environmental, social and governance,
ethics, human capital, and safety. Transparent
information is crucial to inform contributors,
donors and endowers on the utilization of the
contributions are really for their intended
purposes.

On the other hand, the lack of internal
controls in mosques on reporting transactions
such as receiving income, authorization,
recording of financial transactions, and
periodic reconciliations would affect the
reporting of financial performance (Said et al.
2013). Eliminating the weaknesses or prob-
lems in the internal controls is crucial to im-
prove the control over the resources,
strengthen accountability, improve financial
reporting and the relationship with the stake-
holders, thereby enhancing the desire of do-
nors and contributors to continue supporting
the religious organizations financially
(Mohamed et al. 2014). Highlighting
strengths and weaknesses of an internal ac-
counting control system could also allow a set
of best practices to improve the system. It is
also regarded as a serial process of risk
assessment in internal control mechanisms.

The previous studies discussed earlier
provide a basis that internal control is without
a doubt a very important element in Islamic
nonprofit organizations. However, in reality,
some organizations may have weak internal
controls in place and thus require improve-
ments in their internal control systems.

The Mechanism of Accountability in
Nonprofit Organizations (NPOs)

NPOs have some particular characteris-
tics that distinguish them from profit-making
organizations, which means developing an ac-
countability mechanism will be a challenge in
these organizations (Mohamed et al. 2014).
As a nonprofit organization, it is more de-
pendent upon the external environment for
generating financial resources to operate these
organizations; government or public at large.
Consequently, these nonprofit organizations
are accountable to their funders; utilizing the
funds to meet the organizational objectives of
serving the welfare of the community. This is
not without exception to Islamic nonprofit or-
ganizations and mosques as religious organi-
zations, in particular, are accountable to ap-
propriate funds received such as infaq, sa-
dagah, waqf and zakat according to their spe-
cific prescriptions or general welfare of the
Muslim community. As such, as argued by
Basri et al. (2016), Islam strongly encourages
a formal accountability mechanism to be
practiced, and financial reporting is viewed as
an important mechanism in enhancing the
accountability ~ of Islamic  religious
organizations.

Some prior studies of accountability
have suggested the mechanism of accounta-
bility (Jacobs 2000; Ebrahim 2003; Haque
2000). According to Ebrahim (2003), mecha-
nisms of accountability that are associated
with tools and processes, analyzed three di-
mensions of accountability, including up-
ward-downward, internal-external, and func-
tional-strategic. In nonprofit organizations,
Ebrahim (2005) divides accountability mech-
anisms into five categories, namely reportsand
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disclosure statements; performance as-
sessment and evaluation; participation; self-
regulation; and social auditing. In particular,
disclosure statements are considered as tools,
performance assessment is likely to be a pro-
cess, self-regulation and participation func-
tioned as both tools and processes, while a so-
cial audit is only part of a process.

In the public sector, Jacobs (2000) relies
on two accountability mechanisms: the per-
formance of and the financial reporting of
public sector organizations. The former re-
lates to internal performance with obligations
from the government while the latter is dis-
charged through financial reporting. There-
fore, the accountability in this study exhibited
the increase of performance in public sector
organizations. Furthermore, Haque (2000),
who conducted a study on the accountability
mechanism of public sector organizations, di-
vides mechanisms into four types, including
external-formal mechanisms, external-infor-
mal mechanisms, internal-formal mecha-
nisms, and internal-informal mechanism. Ex-
ternal-formal mechanisms consist of a rela-
tionship between legislative committees and
parliamentary  questions,  administrative
courts and ombudsmen, and political control
in public agencies. On the other hand, exter-
nal-informal mechanisms consist of public
hearings and interest groups. Internal-formal
mechanisms involve rules, codes of conduct,
hierarchies, and performance reviews, while
internal-informal mechanisms include organi-
zational culture, professional ethics, and peer
pressure.

The present study attempts to focus on
the internal control practices of nonprofit reli-
gious organizations, namely, mosques. Thus,
Islamic accountability that explains Islamic
organizations are not only accountable to
stakeholders, but also God as the creator of na-
ture (Ibrahim 2000) is unique to the mosque
as an Islamic organization. This responsibility
encourages mosque administrators to always
try to help one another in performing their du-
ties and so that the purpose of the mosque can

be achieved later. All programs and activities
undertaken by mosques are to serve the com-
munities and thus achieve accountability, both
to God and the mosque stakeholders.

Therefore, a combination of the ac-
countability mechanism concepts by Haque
(2000) and Ebrahim (2003) would allow a
more practical evaluation on the existing ac-
countability practices in nonprofit religious
organizations. Haque (2000) focused on inter-
nal and external accountability, while
Ebrahim (2003) discussed the tools and pro-
cesses within accountability mechanisms.
These accountability framework comprising
standards, tools, and processes would help to
ensure the success of activities and programs
in nonprofit religious organizations, including
mosques.

This study utilized the accountability
mechanisms outlined by COSO Internal Con-
trol-Integrated Framework (2013). The inter-
nal control framework defines the internal
control processes within organizations. These
internal control processes would subsequently
be used to identify the accountability process.
This research attempts to determine the ac-
countability processes in mosques using the
accountability mechanisms suggested by
Haque (2000) and Ebrahim (2003), which fo-
cus on nonprofit and public organizations.

RESEARCH METHODOLOGY

The study employs qualitative methods
of data collection; interviews, and document
reviews, to gather information about the
selected mosques (Mosque A and Mosqgue B).
The comparative cases provide an opportunity
to understand the nature of internal control
practices contextually. These two mosques are
located in Java, Indonesia. Both mosques are
classified as Jami’ Mosques, in which the
sources of funds come from the community.
The mosques are chosen for this study
because of their existing diverse activities.
These mosques have not only been conducting
religious programs but also been undertaking
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List of Interviewers

No. Interviewee Position Duration
Code
1. Mr. A01 The General Treasury of Mosque A 22 minutes
2. Mr.A02 The Baitul Mal wat Tamwil Treasury of Mosque A 18 minutes
3. Mr. AO3 The Secretary of Mosque A 15 minutes
4. Mr. AO4 The Information and Technology Officer of Mosque A 30 minutes
5. Mr. A05 The Deputy Chair of Mosque A 15 minutes
6. Mr. A06 The Mosque Youth Officer in Mosque A 18 minutes
7. Mr. BO1 The Foundation Representative of Mosque B 50 minutes
8. Mr. B02 The Deputy Chair of Mosque B 25 minutes
9. Mr. BO3 The Imarah (prosperous) Officer of Mosque B 45 minutes
10. Mr. BO4 The Ri’ayah (physical management) Officer of Mosque B 25 minutes

social and economic activities. Social pro-
grams provided by these mosques, include
distributing breakfast packs to the morning
congregations and providing basic foods to
the surrounding community. The economic
programs in these mosques include capital fi-
nancing and debt relief programs to the con-
gregations. In addition, Mosque A operates a
hotel, an Islamic center, a library, and a health
center for the community. Some of these ac-
tivities generate significant funds for the
mosque and thus require an effective manage-
ment team to ensure these funds are utilized
appropriately to benefit the community.
Therefore, it is relevant to conduct a case
study at these mosques to get insights into
their internal control practices.

In gaining access to the case organiza-
tion, the researcher sent out the request letter
through emails to the relationship manager of
Mosque A and Mosque B, asking about the
possibility of conducting a case study on in-
ternal control practices at these mosques with
a short description regarding the proposed
study. In responding to the emails, the rela-
tionship manager forwarded the request letter
to the Chief Manager of the mosque. The
Chief Manager of Mosque B responded posi-
tively and agreed to become a case organiza-
tion. Furthermore, after doing an interview in

Mosque B, the researcher got a response pos-
itively from Mosque A and agreed to become
a case organization. An approval from the
chief manager of Mosque A and Mosque B
was received on 20" December 2019 and 14"
January 2020, respectively.

For data collection, the case visit to
Mosque A and Mosque B was undertaken
from December 2019 to January 2020. The in-
terviews were conducted using semi-struc-
tured and open-ended questions. It was to give
flexibility to the researcher to explore internal
control issues in depth. Semi-structured inter-
views also allowed the interviewees the free-
dom to express their ideas on the problems
being studied (Horton et al. 2004). The
interview protocol was prepared to ensure the
interviews stayed on track. The interview pro-
tocol consists of a list of questions, infor-
mation about the interviewees, their positions,
and the date and time of interviews.

The interview was conducted with sev-
eral main personnel in charge of managing the
mosques’ activities and thus would be able to
provide the valid and relevant information re-
quired for the study. All relevant personnel
from each of the mosques who are involved
directly with mosque management and ac-
counting operations were interviewed. The ten
interviews were carried out with the chairman,
the secretary, the treasurer, an operational
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manager, and the program officers during data
collection (Table 5.1). The size of the sample
typically relies on the concept of “saturation,”
or the point at which no new information or
themes are observed in the data (Guest et al.
2006). The data saturation in this study is de-
termined if all types of informant characteris-
tics have been represented (Gentles et al.
2015) and the completeness of the overall
constructs of the research model is fully rep-
resented by the data obtained (Starks et al.
2007).

Besides interviews, some mosques doc-
uments and reporting tools were also re-
viewed. The use of documentary reviews in
this study is beneficial to confirm the findings
from the interviews. Bryman (2016) classifies
four types of documents that support most re-
search, including personal documents, official
documents (both public and non-public),
mass-media outputs, and virtual documents. -
The documents reviewed in this study in-
cluded annual reports, financial statements,
organizational profiles, and magazines. Also
reviewed in the study are additional docu-
ments uploaded at the mosque’s website, such
as newsletters and brochures. The reason for
using multiple sources of data is to allow data
triangulation, which could strengthen the va-
lidity of data when it reaches data saturation
(Shank 2002). Particularly, in a case study,
collecting data from multiple sources could
improve the contextual validity the findings
(Scapens 2004).

In analyzing the data, a thematic net-
work was used in this study. It focuses on
identifying, analyzing, and reporting patterns
within the collected data (i.e, themes) (Braun
and Clarke 2006). This thematic analysis is
one of the most commonly used approaches
when analyzing qualitative data (Bryman
2016). A qualitative data analysis software,
Atlas.ti 8, was used in conducting the thematic
analysis. The software was employed to iden-
tify key patterns, search for connections be-
tween themes, and be more efficient in under-
taking the analysis and data management.

CASE FINDINGS: INTERNAL
CONTROL PRACTICES OF MOSQUES IN
JAVA, INDONESIA

Control Environment

Control environment is important to
provide the foundation of the internal control’
permanence within organizations as it reflects
the organizational policies and attitudes. Es-
tablishing control environment means creat-
ing the rhythm of the organizations; thus, peo-
ple in the organization are affected to have a
consciousness of the importance of control.
As a nonprofit organization that the managers
are fully volunteering in nature, mosques in
Java do not develop a strict regulation like
usually carried out by profit-making organiza-
tions. They just develop a standard opera-
tional procedures (SOP) as a guide to operat-
ing mosque activities as the following quote
(BO1):

“SOPs regulate all activities carried
out by the mosque. For example, SOPs
to hold studies in mosques. This SOP
explained that the material delivered
by the cleric must be neutral or
impartial to one group. This is in-
tended so that the content provided
can be accepted by all congregations
and does not offend some of them.”

Besides, mosques also apply moral
guidance in line with the ethical values that
exist in the community. That moral value in-
directly regulates the conduct of mosque ad-
ministrators in carrying out their duties as the
quote below (A05):

“In this mosque, we also do all activi-
ties based on Islamic values, such as
helping each other in carrying out the
duties and activities of the mosque.”

In general, the organizational structure
of mosques in Java is designed according to
their needs. There are two models of the or-
ganizational structure: centralized or decen-
tralized. In Mosque A, a decentralized organ-
izational structure is practiced, in which every
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bureau has the opportunity to make its pro-
gram and activities. Also, each bureau man-
ages its budget independently to handle its
planned agenda. On the other hand, the organ-
izational structure of Mosque B is centralized
in nature, where all of the mosque’ activities
will only be carried out when approved by the
mosque foundation. The managers just simply
do the planning of programs and execute them
once approved.

Risk Assessment

Every organization always has a vision
and mission to guide their organizational ac-
tivities. Risk assessment is the way in which
organizations handle on how significant each
risk is to the achievement of their organiza-
tional goals. There are various risk assessment
levels within organizations based on the scope
of the risk assessment to be undertaken. For
mosques in Java, they primarily have two
kinds of risk assessment, such as financial
statement risk assessment and compliance risk
assessment. Financial risk assessment related
to a material misstatement of the organiza-
tion’s financial statements. In mosques, this
risk is usually caused by internal actions or
failures of the organization, particularly peo-
ple, processes, and systems, for instance, er-
rors in financial records.

In Mosque A, financial risk is mitigated
by increasing the number of treasurers. Each
bureau has a treasurer apart from a general
treasurer of the mosque. This organizational
structure aims to minimize the possibility of
financial errors because treasurers will super-
vise each other. A comment by one of its of-
ficers (A04):

“The method used to reduce the risk
of fraud here is by increasing the num-
ber of treasurers. Each bureau has its
treasurer so that later among treasur-
ers can supervise each other. Besides,
there is also a general treasurer who
will later oversee the use of mosque
money. “

Furthermore, there are specific proce-
dures for conducting every activity in
mosques. Mosque activity will be held if it
gets approval from the mosque’s team. For ex-
ample, in the disbursement of mosque’ funds,
every expenditure has to be approved by three
mosques’ officers in charge, such as treasurers
as related by Officer AOL:

“Every decision made is the result of
an agreement from the team. The dis-
bursement of funds must be agreed
upon by a minimum of three mosque ’s
officials. After that, it was also dis-
cussed the use of these funds. After get-
ting approval, it will be executed with
the knowledge of other team mem-
bers.”

Similar ly, Mosque B also undertakes
compliance risk, which relates to the organi-
zation’s compliance obligations. An em-
ployee of Mosque B violates the standard op-
erating procedure (SOPs), which states that it
is forbidden to take any parking fees from
congregations. A security guard who asked
for such parking fees was finally fired from
his job. The existence of a risk assessment is
needed so that all mosque activities can be
carried out following the SOPs that have been
made. It will also encourage the achievement
of the goals set by the mosque management.

Control Activities

Control activities are the policies and
procedures implemented by management
within organizations and are classified into
four categories: segregation of duties, docu-
mentation and records, physical control on as-
sets and records, and independence checks on
performance. Segregation of duties refers to
workforce position within organizations. It is
designed to allow any person to complete a
task and to prevent abuse (Shim 2011). There
are no two or more organizations that are hav-
ing similar internal control (Morehead 2007).
Organizational features like size, structure,
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complexity, purposes, and management phi-
losophy contribute to differences in the con-
trols (Doyle et al. 2006).

There are many different types of segre-
gation of duties between Mosque A and
Mosque B in Java. The segregation structure
of duties are distinctively different between
these two mosques: Mosque B applies the
centralized segregation while Mosque A de-
centralizes the segregation of duties. In
Mosque B, all mosque programs are devel-
oped together by the mosque management,
and in Mosque A, every bureau has a chief of
bureau, secretary, treasurer, and staff that will
organize its program.

Furthermore, documentation and rec-
ords would communicate transactions that oc-
cur in organizations to stakeholder form part
of the control activities. In Mosque A, finan-
cial reports are produced every month. The
annual reports are disseminated to the com-
munity during Eid al-Fitr, Eid al-Adha, and
before the departure of pilgrimage events.
Mosque A, however, does not announce the
financial statements every Friday, as is usu-
ally done by other mosques as mentioned be-
low.

“There are also three annual reports.
First, there is a comprehensive report
that will be given during Eid al-Fitr.
Second, the report was given during
Eid al-Adha. Third, the report has
given just before the departure of the
pilgrimage. So, here (Mosque A) there
is no announcement of financial
statements conducted every Friday.”
(A03)

Slightly different from mosque A, the
documentation and records of mosque B are
shared at all times via digital noticeboard in
the mosque, including financial statements.
Besides, the mosque also prepares annual doc-
umentation and records, which are usually
given to congregations during Eid al-Fitr.
However, the reports only present information
on the activities carried out by the mosque,
and there are no financial reports.

Physical checks on assets in both
mosques are conducted at varying periods de-
pending on the types of assets. Internal and
external auditors usually carry out independ-
ence checks on the performance of the ongo-
ing operations in organizations. Independence
check is crucial in identifying risks and deals
with it (Kamaruddin and Ramli 2017). How-
ever, both Mosque A and Mosque B do not
have either internal or external auditors. Thus,
independence checks are only carried out
through supervision by the mosque manage-
ment.

Information and Communication

Communication is the process of trans-
ferring useful information within organiza-
tions either to coordinate activities or to make
decisions. Internal communication is done by
disseminating information to the people in
charge of the organization. In mosques, inter-
nal communication is usually done through a
regular meeting as related by Officer AO5 be-
low:

“Internal communication is done
through informal meetings rather than
a formal meeting. The informal
meeting is sometimes conducted after
the congregational prayers, ... While
formal meetings are usually held
routinely every three months.”

Interestingly, external communication
with external parties by Mosque B in Java is
executed via social media (B02).

“We carry out external communi-
cation through social media owned by
the mosque, namely Facebook,
YouTube, Telegram, Whatsapp group,
and website.”

Monitoring Activities

Monitoring activities have several
points of focus, including ongoing monitor-
ing, separate evaluations, and reporting defi-
ciencies. Ongoing monitoring occurs in the
ordinary course of operations. In Mosque A
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and Mosque B, ongoing monitoring is per-
formed through CCTV installed in several
critical places in the mosque. The installation
of CCTV helps to ensure congregations per-
forming their prayers and activities safely and
peacefully.
“We perform ongoing monitoring
through CCTV in the mosque where
there are around 9 CCTVs in the
mosque area. The presence of CCTV
also helps to maintain the security of
mosque equipment and worshipper’s
belongings”. (B02)

A separate evaluation should be under-
taken from time to time, focusing directly on
system effectiveness. The scope and fre-
quency of separate evaluations depend pri-
marily on assessing risks and ongoing moni-
toring procedures. In Mosque A, the inde-
pendent evaluation is usually conducted every
day as the mosque’ officers live around the
mosque.

“Evaluation is usually done at any
time because the mosque administra-
tors here are mostly residents here
who pray every day here. “

On the other hand, Mosque B usually
conducts a separate evaluation, including dis-
cussing problems pertaining the mosque after
conducting religious programs.

Furthermore, internal control deficien-
cies should be reported upstream with certain
matters reported to top management. The sen-
ior management positions for mosques in Java
differ according to the types of mosques. As a
Jami’ mosque, Mosque A has a Syuro Council
(Consultative Council) as a supervisor of the
mosque’s activities. However, in Mosque B,
which is under the supervision of a foundation
has its top management from the foundation.
Besides, senior management also evaluates
mosque operation officers and necessary ac-
tion taken for the non-performing officers as
the following quotes (B03):

“For evaluation at any time, because
every mosque management has a pro-

gram, it must be submitted to the foun-
dation first. So that all programs here
will run based on an agreement be-
tween mosque management and the
foundation. For mosque management,
there is no specific period, if the per-
formance is good, it will be main-
tained, but if it decreases, it will be re-
placed with another one.”

Furthermore, the community also par-
ticipated in the evaluation process of mosque
activities. They will immediately convey to
the mosque management about criticism or
suggestions for improving mosque activities
through the suggestion box.

GENERAL OBSERVATION OF
ACCOUNTABILITY PRACTICE IN
JAVANESE MOSQUES

The Media of Communication
Communication media is an important
thing for the whole organization to convey a
series of activities to the community. Like-
wise, for mosques in Java, the communication
media has a very important role in conveying
information about the activities carried out by
the mosque to its congregations. Interestingly,
communication media used at mosques in
Java include contemporary social media such
as Blogs, Whatsapp, Facebook, Instagram,
Twitter, Youtube, and Telegram. A comment
by one of its officers (B02):
“Besides WA groups, Facebook, Insta-
gram, Twitter, Youtube.” (B02)
Information about mosque activities is
usually announced on social media, such as
Facebook, Instagram, Twitter and Telegram,
and WhatsApp Groups. In addition to chan-
neling information on these social media,
WhatsApp Groups are usually used to carry
out internal communication with mosque ad-
ministrators. Mosque congregations are also
able to convey criticism and suggestions re-
garding mosque activities via Whatsapp
message.
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Furthermore, all routine studies at the
mosque will be recorded and uploaded on
Youtube to allow congregations and the pub-
lic to join Islamic studies virtually. In mosque
B, there is a digital noticeboard to display in-
formation regarding the mosque’s programs
and financial statements. The digital notice-
boards are installed in several strategic loca-
tions in the mosque. Screening the financial
statements in the digital media can also be in-
terpreted as a form of informal accountability
mechanism.

Performance Assessment and Evaluation

Mosques in Java are conducting perfor-
mance assessments and evaluations at regular
times. This is performed through direct com-
munication with the senior management or
foundation of the mosque as the following
quotes:

“Direct communication is usually
done during routine meetings before
Ramadan and annual meetings. The
annual meeting is often for perfor-
mance evaluation.” (B02)
“Sometimes, after the congregational
prayers, mosque management will
gather in the office to discuss the
mosque ’s needs and evaluation. That’s
usually more effective.” (A05)

The statements above explain that the
mosque's performance evaluation is formally
carried out at the annual meeting, or some-
times informal evaluations are performed af-
ter performing congregational prayers. It ap-
pears that communication is an effective ac-
countability mechanism. From the above
statement too, it can be concluded that infor-
mal evaluations are considered more effective
as asserted by Mulgan (2000, p.569)

“Accountability is seen to be a” dia-
lectical activity “[which involves an
open discussion of matters between or-
ganizations and society].”

Otherwise, Mulgan (2000) believes that
a dialectical activity is seen as an important
part of democracy. This activity requires the

organization's management to conduct direct
communication for discussing matters that oc-
cur within the organization. In other words,
accountability is related to explanation and
justification, which implies communication
between management and society.

Evaluations are conducted so that
mosque management can improve its perfor-
mance and provide the best service to the
community. Evaluation is also one of the best
mechanisms for the mosque management to
discharge its accountability to fund contribu-
tors and the public.

The Participation of Management and
Community

Participation in the mosque’s manage-
ment and the community is one of the mecha-
nisms of accountability. Participation of
mosque management is important, especially
when they take part in mosque activities out-
side their assigned duties as the quote below
(B02):

“There are some mosque’s manage-
ments who work more. But we choose
a coordinator from each field who can
control so that all can actively partici-
pate. Because the mosque’s manage-
ment position was voluntary, the par-
ticipation highly depends on their
commitment. Those who have a high
commitment to their mandate will tend
to spend more time in the mosque’s
programs.” (B02)

From the statement above, it can be seen
that their level of commitment influences the
extent of mosque management participation.
In general, the greater the level of commit-
ment, the greater the participation in the
mosque activities. Also, the role of the coor-
dinator in each bureau controls the extent of
balanced mosque management participation.

Community participation is also needed
in the mosque’s operational activities, espe-
cially in the big events, such as Ramadhan ac-
tivities, Eid al-Fitr, and Eid al-Adha. Due to
the limited number of mosque administrators,
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community participation is needed to arrange
the parking areas for those who come to the
mosque. The existence of community partici-
pation helps to ensure the sustainability of the
mosque activities in the future. Another par-
ticipation from the community is directly in-
volved in determining the structure of the
mosque management. The right arrangement
of the mosque management will encourage the
achievement of the mosque’s objectives and
also the fulfillment of accountability. In this
case, the participation of the community can
also determine the accomplishment of mosque
accountability.

Self-Regulation

Regulation is one of the accountability
mechanisms in this study. The existing rules
at the mosque are Shariah, social norm, gov-
ernment regulation, and standard operational
procedures (SOPs), which is made by each
mosque. Shariah is guidance in performing re-
ligious activities such as prayer and alms,
which is based on the Qur’an and Hadith. In
general, Shariah will also be used as a guide
for Muslims to carry out their activities. Fur-
thermore, social norms are general habits that
guide behaviour in a particular group of peo-
ple. Social norms that apply in each mosque
may differ from other mosques because local
community agreements determine these social
norms. A comment by one of its officers
(A05):

“In this mosque, the standard of be-
haviour is based on Islamic values and
social norms.” (A05)

The above statement describes that the
existence of Shariah law and social norms is
primarily used to regulate behavior. This
regulation provides guidelines for mosque
management to behave following regular
habits in the community. With Shariah based
guidance, the activities carried out will also be
following Islamic teachings. Napier (2007)
stated:

“The Islamic concept of social
accountability makes it clear that the

Islamic accountant’s prime obligation
is to the ummabh (Islamic community). ”

The statement emphasizes that Islamic
accountability is a basic obligation that must
submit to society. The basic obligation will
later shape the value of behavior in Islamic or-
ganizations. Furthermore, Ebrahim (2003)
also noted:

“The term “self-regulation,” as used
here, refers specifically to efforts by
NGO or nonprofit networks to develop
standards or codes of behavior and
performance.” (819)

The above statement says that an organ-
ization also establishes “self-regulation” to
stabilize accountability mechanisms. “Self-
regulation” is made to complement existing
regulations, for example, government regula-
tions. Moreover, the elaboration of the above
statement is obviously seen that self-regula-
tion allows nonprofits to develop their codes
of behavior and standards of performance. In
the mosque context, self-regulation is usually
made to regulate the use of mosque funds.
Each mosque has a different program so that
the use of funds will be following the program
being carried out. For instance, in Mosque A,
the mosque funds are partly used for charity
programs for underprivileged congregations.
At the same time, at Mosque B, the mosque
funds are also used to provide scholarships for
mosque children who are active in mosque ac-
tivities. Self-regulation can also be one im-
portant mechanism for the fulfilment of
accountability.

Besides, mosques in Java also apply
standard operational procedures (SOP) to reg-
ulate all activities carried out by mosque
management as the following quotes (B02):

“All activities carried out by the
mosque management must also be
following standard operational proce-
dures (SOP) that have been made. So
that all operations can be controlled
properly.” (B02)

The existence of SOPs in the mosque is
also used to control all activities carried out by
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the mosque management and staff. SOPs also
provide guidelines for management and staff
to be able to undertake their tasks following
established standards. Subsequently, SOPs
may be used as a tool to control all mosque
activities. As the interviewee said:

“Previous SOP violations have been

committed by mosque employee, such

as employee cheating, in which em-

ployees lack discipline in working

hours.” (B04)

From the above case, every activity that
does not meet the standard will be given a
warning or a strict witness under the level of
violations that have been committed. SOP is
necessary to regulate all activities carried out
in the mosque. The application of SOP in
mosque activities also encourages accounta-
bility in mosque management.

Furthermore, government regulations
also become one of the rules that must be
obeyed by all mosques in Indonesia. These
regulations include guidelines for mosque re-
porting, specifically mosque financial report-
ing, and activity guidelines that may be held
at the mosque. However, mosques in Java
have not made financial reports following
government  standards, = namely  the
Pernyataan Standar Akuntansi Keuangan (In-
donesian Financial Accounting Standard) No.
45 concerning financial reporting of non-profit or-
ganizations, because of some reasons. A com-
ment by one of its officers (A01):

“There are still no specific standards
followed by this mosque. Because
here, the management position as
volunteers, if given a heavy burden,
will be difficult. We have used the fi-
nancial reporting system before, but it
is hard to implement due to the condi-
tion of members whose age is diverse
and the skills are not uniformly distrib-
uted. That is why, in this time, we still
use simple reporting.” (A01)

The reason why mosques in Java have
not implemented financial reporting standards

is that mosque managers' position as volun-
teers (not paid) makes it challenging to give
the hard tasks, such as producing a compre-
hensive financial statement. Besides, the edu-
cation level from mosque management is un-
even, making it difficult to implement com-
prehensive financial reporting. Therefore,
mosques in Java still use simple reporting to
report the use of mosque funds. Obeying all
applicable rules is also one of the accountabil-
ity notions which will support organizational
development.

Disclosure Statements and Reports

Disclosure statements and reports are
among the most widely used tools of account-
ability. It is also frequently required by gov-
ernments in many countries (Ebrahim 2003).
Likewise, in Indonesia, the mosque manage-
ment is expected to develop disclosure state-
ments and relevant reports. In general, there
are two reports prepared by mosques in Java:
financial statements and activity reports as the
following quotes (A05):

“Written reports are made and pub-
lished once a year, which includes fi-
nancial reports and activity reports.
For financial statements, this mosque
only uses simple accounting, which
provides income and expense reports.
But for some activities, reports are
usually made for each activity and will
submit to the mosque’s secretary.”
(A05)

The financial report contains a cash
flow statement, which reports the income and
expenditure of the mosque. The financial re-
ports of both Mosque A and Mosque B are still
using simple accounting methods. It is due to
the laxity in the management ability to prepare
a comprehensive financial report on the use of
mosqgue funds in each program. The activity
report explains what the mosque management
has held activities. Each year, Mosque A and
Mosque B produced annual reports in the
form of a bulletin and distributed to their con-
gregants. At Mosque A, the bulletin consisted
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of financial reports and mosque activity re-
ports, while in Mosque B, the bulletin only
contains reports on mosque activities. Mosque
B’s financial statements are published on the
digital notice board in the mosque as the quote
below (A04):

“To maintain accountability, one way

to do that is by distributing 2500

bulletins to mosque worshipers during

Eid. The bulletin contains activity re-

ports and financial reports from the

mosque.” (A04)

Bulletins are usually distributed during
special events, like Eid Al-Fitr when the pub-
lic would come and pray at the mosque. The
relevant stakeholders would be able to learn
the use of funds contributed by them. Further-
more, distributing bulletin is also a form of
upward accountability from mosque manage-
ment to stakeholders, especially donors.
Being transparent in the use of mosque funds
could increase the community's trust in
mosque administrators (Sulaiman 2007).

CONCLUSION

The objective of this research is to ex-
plore and investigate the internal control prac-
tices of mosques in Java. The internal control
practices are subsequently used to identify ac-
countability mechanisms in the two selected
mosques. This study has identified the internal
control practices and accountability mecha-
nisms of the two selected mosques in Java.

Every mosque has different activities in
delivering services to the community, and this
shapes the varying internal control practices
of the mosque. As in this study, Mosque A, as
a community mosque has more activities as
compared to Mosque B, which is a foundation
mosque. In terms of the control environment,
mosques in Java seem do not develop strict
regulations, although there are SOPs to con-
trol their activities. The SOPs are applied
based on the ethical values prevailing in the
community. Meanwhile, the risk assessment

of mosques in Java is found to comprise finan-
cial risk assessment and compliant risk assess-
ment.

In addition, control activities have ex-
isted as part of the normal operating activities
in mosques. The notion of control activities of
mosques in Java includes segregation of du-
ties, authorization of transactions, documenta-
tion and records, physical control over assets
and records, and independent checks on per-
formance. Reporting of information and com-
munication is another internal control process
in the mosques. Internal communication is
performed over the mosque’s meetings, while
the external communication is commonly
done via the mosque’ social media platforms.
These mosques also do monitoring activities
such as ongoing monitoring, separate evalua-
tions, and reporting deficiencies regularly.
Consequently, these mosques appear to have
achieved their goals, implying that internal
control practices may influence the accounta-
bility process in the mosques.

Internal control processes in mosques of
Java have a substantial influence on the ac-
countability processes. There are five ac-
countability mechanisms commonly practiced
by mosques in Java. First, communication me-
dia such as social media and digital notice-
boards are common tools to convey infor-
mation about programs and financial reports
of mosques to the public. Second, perfor-
mance assessment and evaluation are carried
out to improve the performance of mosque
management. Evaluations are usually carried
out during routine meetings conducted by
mosque management and direct communica-
tion performed informally by the mosque
management. Third, the commitment of the
mosque management and community partici-
pation determines the success of all mosque
programs. Fourth, self-regulation becomes an
important  accountability mechanism in
mosques. The regulations used as guidelines
for mosque management in carrying out all
mosque activities include the Shariah laws,
social norms, government regulations, and
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standard operational procedures (SOP) devel-
oped by each of the mosques. Fifth, disclosure
statements and reports are widely used as an
accountability mechanism. In general, reports
prepared by the mosques include activity re-
ports and financial reports containing details
of all receipts and uses of mosque funds.

These mechanisms in both formal and
informal forms are driving the achievement of
accountability in the mosques. For example,
formal accountability mechanisms during
program preparation activities by mosque
management show the form of professional-
ism of mosque management in carrying out
their duties. Preparing and distributing
mosque reports for mosque stakeholders are a
formal accountability mechanism. More im-
portantly, Islamic accountability, which is
unique to Islamic organizations including the
mosques necessitates accountability to both
God as the creator of nature and other stake-
holders. This accountability drives mosque
administrators to always perform their duties
effectively in delivering services to the com-
munity, as the main stakeholder of mosques.

The study acknowledges the selection of
interviewees as its limitation. The selected in-
terviewees in this study are limited to only two
mosques in Java. Therefore, the results should
be interpreted in context and should not be
generalized to other mosques in Java or Indo-
nesia. Therefore, the study has some sugges-
tions for future research in the area. Firstly,
since this study is conducted in Java mosques,
future researches may be conducted in other
cities or provinces in Indonesia to provide dif-
ferent internal control perspectives. Secondly,
comparative studies may be performed be-
tween Muslim countries in the Asian region,
for example, Indonesia and Malaysia. Finally,
future studies in internal control practices may
be conducted in other Islamic organizations,
such as zakah management center or the insti-
tutions of wagf (endowment funds) and the
Baitul Mal (the public treasury).

More importantly, this study contributes
to an understanding of internal control prac-
tices of mosques in Java. This study illustrates
that mosques in Java do not fully comply with
the government's regulations, such as Pern-
yataan Standar Akuntansi Keuangan (Indone-
sian Financial Accounting Standard) No 45
related to reporting standard of non-profit or-
ganizations, due to the lack of networking,
awareness and competency among members
of the mosque management. In summary, the
findings are expected to provide a guideline to
the regulators of mosques in Indonesia in the
development and implementation of the inter-
nal control practices in all mosques through-
out Indonesia.
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