Journal of Project Management 11 (2026) 1023-1034

Contents lists available at GrowingScience

Journal of Project Management

homepage: www.GrowingScience.com/jpm

The role of project finance audits, project quality management, and environmental, social, and governance (ESG)
practices on corporate sustainability

Hamilah®, Tikkos Sitanggang® and Sandro Prawiro Hutagalung?

4STIE YAI Jakarta, 10430, Indonesia

CHRONICLE

ABSTRACT

Article history:

Received June 22 2026
Received in Revised Format
July 24 2026

Accepted September 4 2026
Available online September 4
2026

Keywords:

Project Financing Audits
Project Quality Management
ESG Practices (Environmental,
Social, and Governance)
Corporate Sustainability
Structural Equation Modeling
(SEM-PLS)

Governance Mechanisms

Risk Mitigation

Long-term Business Continuity

The main objective of this study is to analyze and examine the influence of project financing audits,
project quality management, and environmental, social, and governance (ESG) practices on
corporate sustainability. This study seeks to determine the extent to which governance mechanisms
and project implementation quality can ensure long-term business continuity and organizational
resilience. The research employs a quantitative methodology utilizing Structural Equation
Modeling with Partial Least Squares (SEM-PLS) to test the hypothesized relationships. The
research sample comprises 432 respondents, including directors and senior executives from
companies operating in the construction, infrastructure, and energy sectors that actively publish
sustainability reports. Comprehensive data on ESG scores, financing audit reports, and project
quality management metrics were systematically collected. A structured questionnaire employing
a five-point Likert scale (1-5) was utilized to measure the following constructs: Project Financing
Audits (X1), Project Quality Management (X2), ESG Practices (X3), and Corporate Sustainability
(Y). The SEM-PLS analytical procedure encompasses three sequential stages: model specification,
outer model evaluation (assessment of measurement model validity and reliability), and inner
model evaluation (structural model assessment for hypothesis testing). Data processing was
conducted using SmartPLS software. The empirical findings reveal that project finance audits,
project quality management, and ESG practices each exert a positive and statistically significant
impact on corporate sustainability. These three factors collectively strengthen organizational
transparency, enhance investment efficiency, and facilitate effective long-term risk mitigation
strategies. In conclusion, this research demonstrates that project financing audits, project quality
management, and ESG practices positively and significantly contribute to corporate sustainability.
These variables exhibit mutually reinforcing relationships that collectively generate long-term
organizational value. Project Finance Audits play a pivotal role in ensuring financial accountability,
preventing fund misuse, and ensuring that capital allocation and project investments are executed
effectively and efficiently to safeguard long-term financial health. Project Quality Management
contributes to mitigating operational failure risks, improving work efficiency, and ensuring that
project outputs conform to established quality standards, thereby maintaining and enhancing the
company's public reputation. ESG Practices serve as a positive signal to the market and investors,
as they have been empirically proven to minimize long-term operational risks, strengthen
stakeholder relationships, and enhance future business value and organizational resilience.

© 2026 by the authors; licensee Growing Science, Canada

1. Introduction

Project finance audits, project quality management, and environmental, social, and governance (ESG) practices have emerged
as critical determinants of corporate sustainability in contemporary business environments. In industries characterized by
large-scale capital investments, extended project lifecycles, and complex stakeholder relationships, the effective
implementation of these three pillars can significantly influence organizational resilience, long-term value creation, and
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competitive advantage. This study examines the interconnections among these factors and their collective influence on
corporate sustainability, with particular emphasis on companies operating in the construction, infrastructure, and energy
sectors.

1.1 Project Finance Audit Issues

Project finance audit issues represent significant obstacles or points of contention that frequently arise during the examination
and verification of project fund utilization. These challenges encompass a range of operational, administrative, and
compliance-related difficulties that can undermine the integrity of financial oversight mechanisms. Among the most prevalent
issues are discrepancies in reported work volumes, incomplete supporting documentation, indications of deteriorating physical
quality, and evidence of budget markups or inflation. One of the most fundamental problems concerns the misalignment
between the volume of materials or work outputs documented in the field and the specifications initially stipulated in the
contractual agreement. In many instances, the quality of constructed buildings or developed infrastructure fails to conform to
the agreed-upon technical specifications, resulting in substandard deliverables that may require costly remediation or complete
reconstruction. According to Agbakwuru et al. (2024), evidence of procurement or purchasing of goods and services may be
fraudulent or entirely nonexistent, indicating systemic weaknesses in procurement oversight and verification processes.
Administrative and financial issues further compound these challenges. Project managers frequently encounter difficulties
locating or retrieving complete test results and project implementation report files, which may have been lost, damaged, or
improperly archived. Project budgets are often inflated above prevailing market prices, reflecting either deliberate
misrepresentation or inadequate cost estimation procedures. Non-performing financing from banks or financial institutions,
whose associated risks are not properly monitored, introduces additional layers of financial uncertainty and potential liability
(Almutairia et al., 2026; Tshehla & Mukudu, 2020).

The impact of project finance audit issues on corporate survival is substantial and multifaceted. These challenges trigger the
risk of financial uncertainty, potential greenwashing findings, and significant loss of investor confidence. Specific risks
include material misstatement in fund allocations, weak oversight of project liabilities and going concern assumptions, and
the absence of uniform ESG audit standards that would facilitate consistent and comparable assessments across projects and
organizations (Gherghina et al., 2024). Errors or fraudulent activities in project budget allocations disrupt key operational
cash flows, creating liquidity constraints that impede ongoing operations and project execution. The identification of financing
deficits or project delays raises serious questions among auditors regarding a company's ability to continue its operations as a
going concern. Defaults on project installment payments trigger severe liquidity crises and elevate the threat of bankruptcy,
potentially resulting in the complete failure of both the project and the sponsoring organization. Challenges related to ESG
standards and compliance represent another critical dimension of project finance audit issues. False claims regarding
environmentally sustainable investments in projects that ultimately prove to be environmentally damaging expose
organizations to regulatory fines and lawsuits, with potentially severe financial and reputational consequences. The absence
of a uniform framework for measuring evidence of sustainability materiality complicates objective assessments and
undermines stakeholder confidence in reported ESG performance. According to Almutairia et al. (2026), investors and
customers withdraw their support when audits reveal dishonest or misleading reporting of project impacts and outcomes.
Project finance audit issues affecting corporate sustainability encompass the risk of greenwashing, uncertainty regarding ESG
assurance standards, and project cost overruns. These issues collectively contribute to the erosion of investor confidence and
the disruption of long-term financial stability, highlighting the critical importance of robust audit mechanisms in ensuring
sustainable business operations.

1.2 Project Quality Management Issues

Key issues in project quality management affecting corporate sustainability include conflicts between budget and quality
targets, the high costs associated with project failure, and weak consistency of operational standards. These challenges directly
threaten the company's business reputation and long-term viability, as quality failures can have cascading effects across
multiple dimensions of organizational performance. The pressure to complete projects quickly often results in the curtailment
of essential testing or quality control procedures. Work errors and defects trigger rework, which drains company cash reserves
and diverts resources from productive activities. Poor project outcomes reduce customer satisfaction and eliminate new
contract opportunities, creating a negative feedback loop that undermines business growth and sustainability. Companies that
consistently fail to meet industry quality requirements lose their competitive position in the market, making it increasingly
difficult to secure future projects and maintain profitability. According to Asiedu et al. (2026), raw materials and labor are
wasted due to poor quality control, representing both direct financial losses and opportunity costs that could have been directed
toward more productive uses. Project quality management is closely linked to company sustainability through cost efficiency,
client satisfaction, and business reputation. Key phenomena observed in the industry include the importance of preventing
costly rework, increasing stakeholder trust, and strengthening long-term competitiveness through consistent quality delivery.
Key issues in project quality management include poor material quality, low workforce skills, and weak field supervision.
These constraints frequently result in work outputs that fail to meet the initial plan or established technical standards. The
factors causing quality problems are diverse and interconnected. Use of materials that do not meet specifications or are
damaged prior to installation represents a fundamental failure in supply chain quality management. Lack of experts and
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workers who do not understand work standards reflects inadequacies in human resource development and training. Errors in
working drawings or differences between design specifications and field implementation indicate coordination failures
between design and construction teams. Weak control and slow implementation of the quality system demonstrate
organizational deficiencies in quality assurance and continuous improvement processes. The consequences of quality failures
are severe and far-reaching. Cost overruns, delayed completion times, and damaged or failed buildings represent the most
visible outcomes. Solutions to these problems include tightening material inspection procedures, providing comprehensive
worker training, and conducting regular quality audits to identify and address issues before they escalate (Drouin et al., 2023).
The phenomenon of project quality management reflects the real-world condition where the implementation of quality control
is often neglected in favor of achieving cost targets and deadlines. The main problems that frequently arise include a decrease
in material quality, weak labor supervision, and Contract Quality Plan (RMK) documents that are merely formalities rather
than actionable management tools. Use of raw materials that do not meet technical specifications represents a critical failure
in the procurement and quality assurance process. Lack of periodic physical checks by supervisors in the work area undermines
the effectiveness of quality monitoring systems. The quality plan is not implemented seriously during execution, reflecting a
disconnect between documented intentions and actual practices. The negative impacts are substantial: cost overruns due to
dismantling and reinstallation of defective work results; project delivery time delays beyond the initial schedule; and client
disappointment because the final results fail to meet established standards and expectations.

1.3 ESG Governance Issues

Governance issues within the ESG framework directly impact corporate sustainability, primarily through the risk of data
manipulation, weak management oversight, and corruption. Failure in these areas can damage a company's reputation and
drastically reduce its market value. The impact of governance issues on sustainability is significant and multifaceted. Bribery
or fraud cases can lead to a loss of trust among customers and business partners, undermining the relational capital that
underpins successful business operations. Investors now avoid companies with poor internal oversight systems, recognizing
that governance weaknesses expose organizations to elevated risk of financial and reputational damage. Regulatory violations
lead to severe sanctions and lawsuits that threaten business operations and may result in the complete cessation of activities
in affected jurisdictions. Sustainability reports are often inaccurate and difficult to independently verify, reflecting either
inadequate data collection and reporting systems or deliberate attempts to misrepresent organizational performance. Boards
of directors frequently lack a comprehensive understanding of how to integrate ESG risks into business strategy, resulting in
strategic decisions that fail to account for evolving stakeholder expectations and regulatory requirements. This knowledge
gap represents a significant vulnerability that can undermine the effectiveness of sustainability initiatives and expose
organizations to unforeseen risks. Governance issues within the ESG framework include internal integrity and oversight
issues, such as corruption and bribery; weak data transparency; and a lack of board independence. These aspects critically
impact how companies maintain ethical policies and ensure accountability throughout their operations. According to Asiedu
et al. (2026), specific governance problems include bribery or gratuity practices that undermine business integrity; unclear,
inaccurate, or manipulative financial reports or ESG data; supervisory board members who are not independent or lack
appropriate diversity; salaries or bonuses for company executives that are unreasonable or not aligned with long-term
performance; and weak privacy and data protection systems for customers or company information.

1.4 The Phenomenon of ESG Implementation in Indonesia

The phenomenon of ESG implementation in Indonesian companies is growing rapidly but still faces challenges such as
greenwashing, limited data availability, and a focus on mere regulatory compliance rather than substantive integration into
business strategy. Specialized indices such as the Indonesia Stock Exchange (IDX) actively monitor and evaluate the
sustainability performance of listed issuers, creating both incentives for improved ESG practices and exposure for
organizations that fail to meet evolving standards. Key trends and drivers of ESG adoption in Indonesia include the embrace
of ESG as a foundation for operations and risk mitigation by large companies, particularly state-owned enterprises in the
telecommunications and mining sectors. The Indonesia Stock Exchange actively displays ESG performance assessments in
collaboration with global institutions to attract investor interest and promote sustainable investment practices. The Ministry
of Finance is developing an ESG framework for public financing of infrastructure projects, signaling the government's
commitment to integrating sustainability considerations into public investment decisions. However, significant challenges
persist in the implementation of ESG practices. Many companies produce sustainability reports that appear comprehensive
but demonstrate suboptimal internal implementation or serve merely as administrative formalities. According to Drouin et al.
(2023), ESG supporting data is often unstructured and difficult to independently verify across supply chains, complicating
assessments of actual performance. Unequal understanding among business actors persists, with some viewing ESG as an
additional cost burden rather than a long-term investment that can generate competitive advantage and enhance organizational
resilience.

1.5 Research Objectives

The main objective of this research is to analyze and test the impact of project finance audits, project quality management,
and ESG practices on corporate sustainability, to determine the extent to which governance and project implementation quality
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can ensure long-term business continuity. Specifically, this study aims to examine how appropriate fund audits can prevent
waste and support corporate financial stability; to analyze the impact of work quality control on operational efficiency and
sustainable project outcomes; and to assess the impact of implementing environmental sustainability, social awareness, and
ethical governance principles on corporate long-term value.

2. Literature Review
2.1 Project Finance Audit

According to Kang et al. (2024), a Project Finance Audit is defined as an independent examination and evaluation process of
fund management, budget compliance, and adherence to established funding procedures within a project. This systematic
review process is designed to ensure effective utilization of financial resources, prevent irregularities and mismanagement,
and assess the achievement of project financial targets. The primary objectives of a project finance audit encompass the
assessment of fairness and accuracy in budget allocations, ensuring compliance with financing regulations and contractual
agreements, and facilitating early detection of potential financial risks, losses, or fraudulent activities. The audit focuses on
several critical areas: verification of evidence supporting fund disbursements and accompanying invoice documentation;
confirmation that actual expenditures are aligned with the approved Budget Plan (RAB); and evaluation of the efficiency of
working capital utilization or project loan management. According to Karwowski and Raulinajtys-Grzybek (2021), a project
finance audit constitutes a systematic process of evaluating and examining evidence to assess the appropriateness of fund
management, budget efficiency, and compliance with applicable regulatory requirements. The audit is characterized as the
process of collecting and verifying evidence regarding financial information to measure the degree of conformity between
that information and established criteria or standards. In the context of project financing, this entails comparing the use of
funds directly against the Budget Plan (RAB) and initial project targets. According to Junaedi (2024), audit types are generally
classified into three categories: financial statement audits, compliance audits, and operational audits. For project financing
specifically, audits encompass both compliance aspects (verifying whether disbursement rules are followed) and operational
aspects (assessing whether project costs are efficient and appropriate). The examination is conducted critically and
independently by competent parties to assess the fairness of reports and financial management, including the prevention of
project fund misuse. The audit objectives and focus areas include comparing actual field expenditures with the previously
approved budget or RAB; assessing whether the financing disbursed is capable of producing optimal project output without
unnecessary waste; and ensuring that all project financial transactions comply with applicable laws, internal company
guidelines, and regulations established by donors or funding institutions.

2.2 Project Quality Management

According to Lu et al. (2015), project quality management is defined as a systematic process for directing, planning, and
controlling quality standards to ensure that the final deliverable meets stakeholder expectations. This process encompasses a
series of organizational policies implemented from the planning stage through management and control, all designed to meet
quality requirements and satisfy stakeholders. The framework includes three fundamental components: quality planning (Plan
Quality Management), quality assurance (QA), and quality control (QC). All activities within the overall management function
determine quality policies, objectives, and responsibilities, which are subsequently implemented through quality control tools
and techniques. The process ensures conformity between processes, products, and specific requirements or needs, ultimately
contributing to long-term customer satisfaction. According to Junaedi (2024), the implementation of proper upfront planning,
a clear division of labor, and structured team direction ensures that project objectives, including technical standards, are
achieved effectively. Lu et al. (2015) further elaborate that project quality management is a structured process for planning,
ensuring, and controlling the quality of work to ensure the final result meets technical specifications and satisfies customer
needs. This process involves three main stages: first, quality planning, which determines the quality standards to be achieved
and how to meet them; second, quality assurance, which ensures the work process runs correctly according to established
rules to prevent errors; and third, quality control, which involves checking actual work results in the field or through laboratory
tests. According to Junaedi (2024), the objectives and benefits of project quality management include reducing the risk of
damage or defects in work results, avoiding waste due to rework and repairs, and ensuring project results meet the expectations
of the task provider. According to Lim et al. (2022), the main benefits of project quality management are increasing customer
satisfaction, reducing repair costs, and maintaining consistent work standards. This process ensures the final results conform
to technical specifications, ensuring all work meets technical requirements and stakeholder expectations. The implementation
of quality management reduces waste and prevents fatal errors that trigger dismantling or rework, provides assurance to the
task provider that final results are proven to be safe, durable, and of high quality, and encourages the work team to
continuously evaluate and improve work processes over time.

2.3 Environmental, Social, and Governance (ESG)
According to Miillner (2017), ESG governance is defined as a system of leadership and internal oversight that encompasses

business ethics, accounting transparency, and the effective implementation of rules to manage sustainability risks and
opportunities. The key elements within this pillar involve board oversight, shareholder rights, and corporate control
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procedures. ESG governance represents the effective application of ethics and rules in corporate management, aligned with
social and environmental responsibility. According to Nalewaik and Mills (2015), governance is part of the process of
integrating the values of oversight, transparency, and fair strategic decision-making into organizational operations. The
primary focus of ESG governance is the use of honest, accurate, and transparent financial reporting methods for investors.
According to Szczepankiewicz (2012), key governance elements include the active role of leadership and management in
monitoring long-term risks and opportunities, as well as fair leadership selection and protection of the rights of all
stakeholders. ESG governance is part of a sustainable business framework that focuses on transparency, ethical leadership,
and legal compliance. This concept assists companies in managing long-term risks fairly and accountably. The governance
components encompass transparency of company performance information and financial reports; leadership with high
integrity and rejection of corruption; and a strict risk control system in accordance with applicable regulations. According to
Ojo et al. (2026), ESG governance is part of a sustainable business framework that focuses on transparency, ethical leadership,
and legal compliance, helping companies manage long-term risks fairly and accountably. According to Szczepankiewicz
(2012), the benefits of ESG governance include improving company reputation, facilitating access to funding or capital, and
managing long-term business risks. The main benefits encompass reputation improvement through building a positive image
in the eyes of consumers and the public; enhanced ease of capital access by attracting investors who prioritize sustainable
business practices; effective risk management by suppressing potential losses and legal problems in the future; and cost
efficiency through reducing waste of energy and operational resources.

3. Method

The research method used is quantitative. The SEM-PLS research sample to examine the influence of project financing audits,
project quality management, and ESG practices on corporate sustainability was 432 respondents, including directors of
companies in the construction, infrastructure, or energy sectors that publish sustainability reports. Complete data on ESG
scores, financing audit reports, and project quality management were collected. The questionnaire used a Likert scale (1-5) to
measure Project Financing Audits (X1), Project Quality Management (X2), ESG Practices (X3), and Corporate Sustainability
(Y). The SEM-PLS analysis steps to examine the influence of project financing audits, project quality management, and ESG
practices on corporate sustainability include model specification, outer model evaluation, and inner model evaluation. Data
processing generally uses tools such as SmartPLS software.

The variables in this study are:
Exogenous (Independent) Variables:

*  Project Financing Audit (X1): Evaluation of compliance and efficiency of project budget allocation.

*  Project Quality Management (X2): Implementation of work quality standards to achieve project specification targets.

*  ESG Practices (Xs3): Implementation of Environmental, Social, and Governance criteria.

* Endogenous (Dependent) Variables:

e Corporate Sustainability (Y): The company's capacity to maintain long-term economic, social, and ecological
growth.

The SEM-PLS analysis steps to examine the effect of project financing audits, project quality management, and ESG practices
on corporate sustainability include model specification, outer model evaluation, and inner model evaluation. This data
processing generally uses tools such as SmartPLS software.

1. Model Specification (Path Design)
e Construct a path diagram: Connect the independent variables (Project Financing Audit, Project Quality Management,
ESG Practices) to the dependent variable (Corporate Sustainability).
e Determine the type of indicator: Ensure each latent construct is defined with reflective or formative indicators
according to theoretical guidelines.

2. Measurement Model Evaluation (Outer Model)
e  Convergent Validity Test: The Outer Loading value must be >0.70 and the Average Variance Extracted (AVE) >0.50.
e Discriminant Validity Test: The Fornell-Larcker Criterion or Cross-Loading value between variables must
demonstrate good construct uniqueness.
* Reliability Test: Cronbach's Alpha and Composite Reliability values must be >0.70 for reliable data.

3. Structural Model Evaluation (Inner Model) and Hypothesis Testing
*  R-Square (R?) Test: Determines how much variation in corporate sustainability variables can be explained by audit
financing, quality management, and ESG.
*  F-Square (F?) Test: Assesses the effect size or substantive influence of each independent variable on the dependent
variable.
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*  Bootstrapping Test (Hypothesis Test): Checking the Path Coefficient () and p-value (< 0.05) or t-statistic (> 1.96)
to prove the significance of direct or indirect influences.

The hypotheses of this research are:

e HI1 (Project Financing Audit): Project financing audit has a positive and significant effect on corporate sustainability.

e H2 (Project Quality Management): Project quality management has a positive and significant effect on corporate
sustainability.

*  H3 (ESG Practices): Environmental, social, and governance (ESG) practices have a positive and significant effect
on corporate sustainability.

Project Financing
Audit
Project Quality e Corporate
Management Z sustainability
ESG Practices

Fig. 1. Research Model
4. Result and Discusion

4.1 Validity Test

To determine convergent validity, the outer loading value is used as a measure. An indicator is considered valid if its outer
loading value is 0.7 or higher, indicating that the indicator has a strong correlation with the construct it measures and
contributes significantly to explaining the construct. Conversely, if the outer loading value is less than 0.7, the indicator is

declared invalid, indicating that the indicator has a weak correlation with its construct and may need to be considered for
removal.
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Project Quality Corporate
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LEil
‘“"'0.935_._.‘__
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*_,0.932/
X33

ESG Practices

Fig. 2 . Validity Testing

Based on Fig. 2, the loading factor value of all indicators is greater than (0.70), indicating that all indicators are valid and have
a good contribution to the latent construct.
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4.2 Reliability Testing

Reliability testing in PLS uses Composite Reliability and Cronbach's Alpha. Composite Reliability measures the internal
consistency of a construct's indicators. A CR value > 0.7 indicates that the construct's indicators have high internal consistency,
meaning they consistently measure the same construct. A CR value between 0.6 and 0.7 is acceptable, while a value <0.6
indicates a lack of internal consistency, meaning the indicators may not reliably measure the intended construct. Cronbach's
Alpha also measures internal consistency reliability.

Table 1
Composite Reliability Test Results
Variable Cronbach's Alpha Composite Reliability Average Variance Extracted (AVE)
Project Financing Audit 0.876 0.823 0.806
Project Quality Management 0.890 0.834 0.804
ESG Practices 0.823 0.812 0.803
Corporate sustainability. 0.898 0.809 0.807

Based on Table 1, Cronbach's Alpha and Composite Reliability values must be greater than 0.70 to be considered reliable.
The conclusion of the Cronbach's Alpha, Composite Reliability, and Average Variance Extracted (AVE) tests is to measure
the reliability (internal consistency) and validity (measuring power) of a construct or research variable. Cronbach's Alpha
measures the minimum reliability of a set of items, while Composite Reliability measures the actual reliability, with both
values of at least 0.70 being considered reliable. Meanwhile, AVE is used to measure validity, where a minimum value of
0.50 indicates that the construct can explain more than half of the variance of its indicators.

4.3 R-Square Test (Coefficient of Determination)

In this study, the strength of the structural model is measured using the coefficient of determination, known as R-Square (R2).
The R2 value indicates how well the independent variables in the model can explain the dependent variable. The Coefficient
of Determination in SmartPLS is used to measure how much variation (change) in the dependent (endogenous) variable can
be explained by the independent (exogenous) variables in the model. The R-Square value ranges between 0 and 1; the closer
it is to 1, the better the model can explain the dependent variable. In this test, you will see the R-Square and Adjusted R-
Square results in the Inner Model section. R-Squared values of 0.75, 0.50, and 0.25 are often considered strong, moderate,
and weak, respectively.

Table 2
R? Value Test Result for Endogenous Variables
Variable R? Category
Public Corporate sustainability. 0.696 Substansial

The R-squared value of 0.696, or 69.6%, can be concluded as follows: Approximately 69.6 % of the variation in the dependent
variable can be explained by the independent variable in the regression model used. The remainder: Approximately 30.4%
(100% - 69.6%) of the variation in the dependent variable still cannot be explained by the model, which is caused by other
factors outside the model or errors.

4.4 F Square
Effect size analysis (f-square) was used to assess the strength of the contribution of each independent variable to the dependent

variables in the structural model. The results of the f-square tests for all inter-variable relationships are presented in Table 3
below.

Table 3

F-Square Results
Inter-Variable Relationship [-square Value Category
Project Financing Audit— Corporate sustainability 1.265 Strong
Project Quality Management— Corporate sustainability. 1.743 Strong
ESG Practices— Corporate sustainability. 1.898 Strong

Based on Table 3, Project Financing Audit demonstrates a strong effect size in strengthening corporate sustainability.
Similarly, Project Quality Management exhibits a strong effect size in reinforcing corporate sustainability, while ESG
Practices also shows a strong effect size in enhancing corporate sustainability. These findings suggest that the strength of
relationships among the variables in the model is uneven and varies depending on the strategic role each construct plays in
shaping corporate sustainability. Overall, the results confirm that the independent variables in the model are collectively able
to explain substantial variation in the endogenous variables, underscoring their significant contribution to corporate
sustainability outcomes.
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4.5 Hypothesis Testing

To determine the significance of the influence exerted by the independent variables on the dependent variable in this study, a
hypothesis test was conducted. The purpose of this hypothesis testing is to validate or refute the researcher's initial assumptions
regarding the relationships among the variables. This step represents a critical component of quantitative research, as it ensures
that the findings, including the SRMR Model Estimate of 0.087, are not merely coincidental but instead reflect genuine
relationships existing within the studied population. The hypothesis testing procedure was carried out using SmartPLS
software, employing the bootstrapping method to assess the statistical significance of the relationships between variables in
the structural model.
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*"82‘882
X2 475487 —
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‘-\—41 145 =
45 16739
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Project Quality Corporate
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x32 470417 —
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ESG Practices

Fig. 3. Hypothesis Testing

The primary results examined in the hypothesis testing are the t-statistic and the p-value associated with each path coefficient.
If the t-statistic exceeds the critical value, typically 1.96 for a 5% significance level, and the corresponding p-value is less
than the predetermined alpha significance level, the hypothesis can be accepted. The established acceptance criteria require
that the t-statistic surpass the critical threshold (e.g., 1.96) and that the p-value fall below the significance level (e.g., 0.05) in
order to accept the hypothesis.

Table 3

Hypothesis Test Results

Hypothesis T-Statistics P Values
H1 Project Financing Audit— Corporate sustainability 5.587 0.000
H2 Project Quality Management— Corporate sustainability. 3.506 0.000
H3 ESG Practices— Corporate sustainability. 3.269 0.000

Based on Table 3, the findings indicate that project financing audits exhibit a positive and significant relationship with
corporate sustainability. The analysis yielded a T-value of 5.587, which exceeds the critical threshold of 1.96, and a p-value
of 0.000, which is below the significance level of 0.050. Similarly, Project Quality Management demonstrates a positive and
significant relationship with corporate sustainability, as evidenced by a T-value of 3.506 > 1.96 and a p-value of 0.000 <
0.050. ESG practices also show a positive and significant relationship with corporate sustainability, with a T-value of 3.269
and a p-value of 0.000, confirming statistical significance at the 5% level.

5. Discussion
5.1 The Role of Project Finance Audits on Corporate Sustainability

Project finance audits play a pivotal role in sustaining corporate sustainability through the effective management of financial
risks, enhancement of budget efficiency, and reinforcement of governance structures. This systematic review process ensures
that all allocated funds generate optimal impact without compromising the organization's long-term financial health. The
primary functions of a Project Finance Audit include preventing wasteful expenditure and ensuring that project costs remain
aligned with the initial plan; identifying potential financial issues at an early stage before they adversely affect company cash
flow; and ensuring that the utilization of funds complies with applicable laws and accounting standards.
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According to Karwowski and Raulinajtys-Grzybek (2021), the impact on corporate sustainability is manifested through the
maintenance of secure cash flow, as project expenditures are subject to rigorous controls. Investors and banking institutions
exhibit greater confidence in providing loans when project financial reports are transparent and reliable. Consequently,
companies are better positioned to pursue new business opportunities and investments without incurring excessive debt
burdens. Szczepankiewicz (2012) further emphasizes that the benefits of project finance audits for corporate sustainability
include enhanced transparency, improved financial risk control, and efficient fund allocation. This process ensures that each
project budget operates according to plan, thereby maintaining long-term business stability.

The audit process serves to identify budget leaks and ineffective utilization of funds, assess potential financial issues before
they impact the company's cash flow, and ensure that cash flows comply with applicable laws and accounting standards. The
resulting added value and trust are substantial: the audit provides tangible evidence to investors that project fund management
is conducted honestly; it improves the working methods of the project management team, leading to time and cost savings;
and it maintains the company's financial health, enabling the continued stable execution of subsequent projects.

According to Sulaiman et al. (2024), project financing audits exert a positive impact on company sustainability by increasing
financial transparency, preventing the risk of project failure, and strengthening stakeholder trust. This audit process ensures
that fund allocation is both effective and efficient for the long-term sustainability of the business. The main benefits of project
financing audits include early detection of budget problems or wasteful project expenditures that could otherwise damage the
company's primary cash reserves; ensuring the use of funds in accordance with applicable financial regulations and standards;
and providing security for lenders and shareholders that capital is being managed appropriately.

The impact on long-term sustainability is manifested through the prevention of cost overruns that could burden the company's
financial condition in the future, and the maintenance of the company's value and image in the public eye as an accountable
and professional entity. The overall impact of project financing audits on company sustainability includes increasing financial
efficiency, preventing the risk of loss, and strengthening investor confidence. This process ensures the use of funds remains
on target, thereby ensuring the business remains viable in the long term. Financial benefits and risks addressed include
identifying unnecessary costs on each project, keeping project funds from exceeding specified limits, and avoiding legal
problems or fraud in the use of money. The long-term value for the company includes providing security to lenders and
shareholders and utilizing audit results to inform future project budgets.

The findings of studies by Wang and Li (2011) and Yang et al. (2025) demonstrate that project financing audits play an
important role in maintaining company sustainability by increasing transparency, preventing the risk of loss or fraud, and
strengthening stakeholder trust in the use of funds. The main findings indicate that financing audits ensure every project fund
flow is in accordance with the budget and regulations, thereby enhancing the accuracy of financial reports. Audits help identify
problems or potential fraud early, preventing damage to the company's long-term finances. Effective audit implementation
increases the credibility of the project in the eyes of lenders and shareholders.

4.2 The Role of Project Quality Management on Corporate Sustainability

Project quality management plays a crucial role in maintaining corporate sustainability through the mechanisms of cost
efficiency, customer satisfaction, and risk reduction. It reduces errors to eliminate unnecessary reassembly and rework, which
waste budgetary resources. It ensures effective utilization of materials and labor without waste, and guarantees that projects
are completed according to the initial budget plan without cost overruns. It maintains consistently high levels of workmanship
to gain the trust of buyers or project owners, provides the company with a competitive advantage in the marketplace, and
opens up new contract opportunities due to a clean and reliable track record. According to Junaedi (2024), project quality
management significantly impacts corporate sustainability by increasing customer satisfaction, enhancing cost efficiency, and
strengthening the company's reputation. Implementing sound quality control ensures that every piece of work meets
established standards. Project results that meet or exceed expectations create client satisfaction and trust, while reducing errors
and material waste generates cost savings. According to Ojo et al. (2026), maintained quality provides the company with a
competitive edge. The long-term impact includes consistently successful projects that attract more new clients, while the
reduced risk of failure ensures long-term business survival. The impact of project quality management on corporate
sustainability encompasses cost efficiency, customer satisfaction, and enhanced reputation. These three key factors
collectively determine a company's ability to survive and compete in the market over the long term. The benefits of project
quality management for corporate sustainability include cost savings, increased customer satisfaction, and a strengthened
business reputation. Implementing these standards ensures that every project is executed effectively for long-term
sustainability. The contribution of project quality management to corporate sustainability includes increased operational
efficiency, reduced wasted costs, and strengthened customer trust, ensuring the business remains robust and competitive in
the long term. The findings of Tuan and Dung (2023) indicate that project quality management has a positive and significant
impact on company sustainability, characterized by increased operational efficiency, reduced risk of technical failure, and
strengthened long-term reputation. The positive effects on efficiency and finance include reducing repair costs through strict
material control and field inspections that prevent work errors triggering budget waste; work standardization that optimizes
the utilization of time and labor resources; and maintaining profit margin stability through controlled cost performance on
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each project, ensuring the company's cash flow remains healthy over the long term. The quality of project results that meet
specifications increases the opportunity to obtain new contracts or projects in the future, while consistency of quality
strengthens the company's competitive position in the industrial market. Consistent quality control prevents companies from
facing sanctions due to building or product failures and encourages organizations to continuously adapt to internal process
improvements for future business continuity.

4.3 The Role of Environmental, Social, and Governance (ESG) on Corporate Sustainability

The role of Environmental, Social, and Governance (ESG) is crucial for corporate sustainability because it manages long-
term risks, increases financial value, and maintains investor and public trust. The primary benefits of ESG include helping
companies identify and mitigate threats from environmental and social issues, facilitating funding from global investors who
currently prioritize ethical business standards, and building a positive image among customers and the wider community.
Research by Kang and Arikrishnan (2024) and Karwowski and Raulinajtys-Grzybek (2021) demonstrates that the
implementation of ESG practices has a positive and significant impact on sustainability and increases company value. Good
ESG practices help organizations manage risk, strengthen future financial performance, and build a strong reputation among
investors. High ESG scores have been shown to boost market value and long-term financial performance, help companies
reduce waste and streamline costs, and anticipate the risks of social and environmental crises. They also increase the
confidence of global and national investors, who now consider sustainability a primary benchmark. Research findings by Ilori
et al. (2023) and Junaedi (2024) demonstrate that the implementation of ESG governance and principles has a positive and
significant impact on the sustainability and long-term financial performance of companies. ESG integration strengthens
investor confidence, improves operational efficiency, and manages business risks more effectively. ESG disclosure has been
shown to increase profitability (such as return on assets) and company market value over the long term. Good ESG practices
signal management quality that is highly valued by capital markets and investors. According to Sulaiman et al. (2024) and
Szczepankiewicz (2012), companies are able to reduce costs, reduce waste, and mitigate social and environmental risks more
effectively. Some studies note that the influence of each ESG dimension can vary; environmental aspects often have a direct
impact on profits, while social or governance aspects in certain sectors sometimes do not show an immediate impact on short-
term profitability. The positive impact on future financial performance is more pronounced in large companies, while a more
significant increase in market value is observed in smaller companies. The findings demonstrate that the implementation of
ESG governance provides tangible benefits for company sustainability, namely improving long-term financial performance,
strengthening brand reputation, and mitigating business risks. The key benefits of ESG for companies encompass financial
performance through increased profitability, market value, and long-term stability; investor trust through attracting investors
due to transparent and accountable governance; risk mitigation through reducing operational risks, legal issues, and social
challenges in the future; and reputation through building a positive image in the eyes of consumers and the wider community.

4.4 Implications of Research Findings

Implications of Project Finance Audits: The implications of research findings regarding the impact of project finance audits
on corporate sustainability indicate that quality audits provide strong oversight, enhance the credibility of reports, and ensure
efficient fund allocation, which directly impacts long-term financial stability and investor confidence. Project finance audits
strengthen control over the use of project funds to prevent waste or misappropriation, reduce the risk of project failure that
could threaten the entity's going concern, and assist management in objectively evaluating project performance for long-term
efficiency. These audits serve as an independent oversight mechanism to reduce information asymmetry between management
and owners or financiers, demonstrating that transparency and accountability in audited financing enhance stakeholder trust.
Project finance audits encourage regulators to tighten audit standards specifically for environmentally and socially conscious
(ESG) project finance, and provide investors and creditors with security that disbursed funds are managed sustainably and
accountably.

Implications of Project Quality Management: The implications of research findings regarding the role of project quality
management on corporate sustainability indicate that consistent implementation of quality standards has a direct impact on
cost efficiency, customer satisfaction, and long-term risk mitigation. Practically, this requires companies to strengthen
operational control systems and develop human resource competencies. Project quality management reduces rework costs and
minimizes material waste through strict quality control from the outset of a project, adheres to standard guidelines such as
ISO standards to maintain uniformity of production or service processes across every project line, and increases regular
training for the workforce to ensure skills align with the company's quality targets. Project quality management builds client
satisfaction, leading to loyalty and increasing the chances of winning future tenders or projects; reduces the risk of operational
failure, legal consequences, and financial losses that could threaten long-term business stability; and uses quality evaluation
as a basis for innovation and adaptation to changing industry dynamics.

Implications of ESG Practices: The implications of research findings on the impact of governance and the implementation
of Environmental, Social, and Governance (ESG) indicate increased company value, strengthened reputations, and improved
access to capital. The integration of these principles drives long-term business growth. ESG helps companies proactively
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mitigate operational, legal, and environmental risks; increase consumer trust and positive stakeholder perceptions through
strategic communications; and strengthen social legitimacy and bargaining power amidst transparent global market trends.

5. Conclusion

In general, the research findings on the influence of project finance audits, project quality management, and Environmental,
Social, and Governance (ESG) practices indicate that all three factors have a positive and significant impact on corporate
sustainability. These variables mutually support one another in creating long-term organizational value.

Project Finance Audits play a crucial role in ensuring accountability, preventing misuse of funds, and ensuring that capital
allocation and project investments are carried out effectively and efficiently for long-term financial health. The main role of
project financing audits includes ensuring the use of the project budget according to the plan and applicable regulations, early
detection of potential financial problems or waste in the project, and providing security for funders and shareholders. The
impact on company sustainability encompasses preventing major losses from failed or mismanaged projects, maintaining the
company's good name in the eyes of the public and business partners, and helping the company continue to grow stably and
efficiently.

Project Quality Management helps reduce the risk of operational failure, increase work efficiency, and ensure project
outputs meet quality standards that maintain the company's reputation in the public eye. The implementation of good quality
management has a strong positive impact on cost efficiency, client satisfaction, and improved long-term business performance.
It reduces the risk of work errors and material waste during the project, ensures each stage of work is completed according to
the planned schedule, and maintains work result standards to always meet technical specifications and applicable regulations.

ESG (Environmental, Social, and Governance) Practices serve as a positive signal to the market and investors because
they have been empirically proven to minimize long-term operational risks, strengthen stakeholder relationships, and increase
future business value and resilience. The implementation of ESG governance and principles has a positive and significant
impact on company sustainability, better risk management, and increased long-term value. ESG integration improves
sustainability accounting and accountability practices, enables companies to be more effective in reducing environmental and
social risks that are detrimental to business, and enhances the company's positive image in the eyes of investors and the public
through good ESG scores.
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