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ABSTRACT 

Risk-Based Audit (RBA) is an audit method that applies a risk approach in its implementation. By 

applying the RBA method, it is expected that an audit can be performed effectively and efficiently, 

thus producing maximum audit results. This study aims to analyze the implementation of RBA upon 

audits conducted by The Audit Board of Indonesia (BPK). Furthermore, this study analyzes the 

preparation of an Audit Program in line with the previously determined RBA. The research frame-

work uses Agency Theory which emphasizes the relationship between management and principal. 

To ensure that management does not perform any manipulation, an independent third party must 

conduct the audit. This study applied a qualitative research methodology with a case study approach 

at BPK. The author expects to dig deeper into the application and implementation of RBA within 

BPK by using the case study approach support by audit documents and interviews with BPK Audit 

Team. The results showed that the implementation, performance, and monitoring of RBA by the 

BPK Audit Team were in line with the instructions and guidelines set by BPK. 
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INTRODUCTION  

State finances encompass all of the rights 

and obligations of the state that has mone-

tary value and everything in the form of 

money or goods that can be utilized as state 

property in connection with the implementa-

tion of these rights and obligations (Law 

Number 17 of 2003). This is consistent with 

the bureaucratic reforms that have been im-

plemented since the 1997 Indonesian eco-

nomic crisis. Therefore, state finances are 

one of the areas targeted for reform. State 

finances reform is viewed from the manage-

ment perspective and is supported, among 

other things, by three laws and regulations, 

namely Law Number 17 of 2003 concerning 

State Finance, Law Number 1 of 2004 con-

cerning State Treasury, and Law Number 15 

of 2004 concerning State Financial Manage-

ment and Accountability Audit. 

 

There are currently 34 ministries in Indone-

sia, with different nomenclatures and busi-

ness processes according to their respective 

responsibilities. One of the ministries with a 

fairly complex business process is the Minis-

try of Villages, Development of Disadvan-

taged Regions and Transmigration 

(Kementerian Desa, Pembangunan Daerah 

Tertinggal, dan Transmigrasi; Kemendesa 

PDTT). It is formed by merging several di-

rectorate generals from three ministries. 

Each directorate general has its business 

processes, so the merger process requires 

significant adjustments. In addition, Ke-

mendesa PDTT’s work units were sporadic, 

making the monitoring process difficult. Fur-

thermore, based on Government Regulation 

Number 60 of 2014 regarding Village Funds 

sourced from the State Revenue and Ex-

penditure Budget, Article 21 paragraph (1), 

the Minister in charge of Villages determines 

priorities for the utilization of Village Funds. 

This means that Kemendesa PDTT has the 

authority to set priorities for the utilization 

of village funds for each fiscal year. Village 

funds are funds derived from State Budget 

(Anggaran Pendapatan dan Belanja Negara, 

APBN) allocated for villages which are trans-

ferred through Regional Budget (Anggaran 

Pendapatan dan Belanja Daerah, APBD). It 

is used for financing governance, implement-

ing development, community development, 

and community empowerment (Government 

Regulation Number 60 of 2014). 

 

Apart from having the authority to set priori-

ties for the use of village funds for each fiscal 

year, based on Government Regulation 

Number 43 of 2014 Article 131 paragraph (1), 

Kemendesa PDTT has the authority to regu-

late related affairs on village facilitators. Fur-

thermore, matters concerning village facilita-

tors are further regulated in the Regulation 

of the Minister of Villages, Development of 

Disadvantaged Regions, and Transmigration 

Number 3 of 2015. This regulation underlies 

the budget in the form of incentives for vil-

lage facilitators at Kemendesa PDTT. 

 

The problem that arises based on the back-

ground above is that the Kemendesa PDTT 

has business processes involving several di-

rectorate generals in several ministries, so it 

requires the ability to synergize with one an-

other. In addition to the business processes 

of each directorate, the process of combining 

their assets must be adjusted. Each of these 

merged directorates possesses assets that 

were previously listed in the previous minis-

try. As a result, when the directorate joins 

Kemendesa PDTT, the assets will be re-

moved from the previous ministry and regis-

tered in the financial statement of Kemende-

sa PDTT. The merger of these assets must be 

executed properly so that the value recorded 

in the financial statements of Kemendesa 

PDTT conforms with the actual conditions. 

In addition, Kemendesa PDTT also has sig-

nificant expenditure, with a particular char-

acteristic of spending on goods delivered to 

the public. Expenditures are allocated for the 

procurement process at the central govern-
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ment, but the entire implementation is exe-

cuted in the regions. Since the entire pro-

curement process is carried out at the central 

government at Kemendesa PDTT head office, 

the person in charge is also located at the 

head office, but the implementation is con-

ducted at the regional level. As a result, mon-

itoring the procurement's implementation 

will be difficult. Not all procurements, partic-

ularly those completed at the end of the fiscal 

year, can be directly monitored. Given the 

high value of the procurement, this is a high-

risk movement. 

 

Furthermore, public expectations of account-

ability for state finances are pretty high. One 

of the topics discussed is the transparency 

and accountability of state financial manage-

ment. Compiling financial statements is one 

way to demonstrate accountability. As a 

budget user, a minister or head of the insti-

tution is responsible for compiling and sub-

mitting financial statements of the state min-

istries/institutions under their leadership 

following Law Number 17 of 2003. Likewise, 

Kemendesa PDTT must be accountable for 

the budget that has been utilized. One of the 

accountability is related to the use of funds 

to assist village funds. However, there are 

still several problems related to village fund 

facilitators. Dianto (2018) explained three 

problematic aspects: the quantity, quality, 

and division of facilitation work. There are 

problems with the limited physical ability of 

professional village facilitators in providing 

services and a lack of focus on community 

empowerment activities for the quantity as-

pect. 

 

Furthermore, the problem in terms of the 

quality aspect is that there are professional 

village facilitators whose background educa-

tion is not in empowerment and community 

assistance. Moreover, the issue with the divi-

sion of facilitation work is the imbalanced 

workload versus the honorarium received. In 

addition, the problem of village facilitators 

was also discussed in research conducted by 

Lobor, Ogotan, and Londa (2018), who con-

cluded that in the implementation, the role 

of the village facilitators was not optimal due 

to their inadequate capacity. 

 

The 1945 Constitution of the Republic of   

Indonesia delegates the task of auditing state 

finances to The Audit Board of Indonesia 

(BPK), as referred to in Article 23 paragraph 

(5). Therefore, BPK must gain the trust of 

stakeholders or users of financial statements. 

BPK needs to improve the quality and bene-

fits of its Audit Reports (Laporan Hasil 

Pemeriksaan, LHP), including the quality of 

opinions rendered, to earn this trust. BPK 

has taken several steps to improve the quali-

ty and benefits of the LHP and the opinions 

provided. One of them is by implementing a 

Risk-Based Audit (RBA). Therefore, BPK 

must accordingly ensure that the RBA has 

been appropriately performed. When BPK 

has performed RBA properly, an audit pro-

gram is expected to conform to the mapped 

risk, allowing audit implementation to run 

effectively and efficiently. 

 

Based on the background description, the 

problem formulations in this study are (1) 

How is the implementation of RBA per-

formed by the auditor at Kemendesa PDTT? 

(2) How to compile an Audit Program in line 

with the RBA at Kemendesa PDTT? (3) How 

will the auditor perform and monitor the im-

plementation of RBA at Kemendesa PDTT? 

This research aims to find out and analyze 

the implementation of RBA in Kemendes 

PDTT, the Audit Program prepared based on 

the RBA, and the implementation and moni-

toring process carried out. 

 

LITERATURE REVIEW 

There have been several previous studies on 

risk assessment and RBA implementation. 

However, most of the studies are quantita-

tive in nature, they are not conducted in the 
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public sector, and the findings do not in-

clude the development of an audit program. 

One of the previous studies related to RBA 

was conducted in the public sector. It ap-

plied a qualitative approach, i.e., a study in 

one of the regencies in East Java for the 

2013 fiscal year. This study concluded that 

RBA had been applied at the audit planning 

stage, and the factors that influenced auditor 

behavior did not affect the implementation 

of RBA (Sastra, Yuhertiana, & Budiwitjak-

sono, 2018). 

 

Another case study on RBA at BRI Bank in 

Bandung Regency by Rozali and Mohammad 

(2015). The study was quantitative and ap-

plied a saturated sampling method. The 

study discussed the effect of Risk-Based In-

ternal Auditing implementation in terms of 

fraud prevention in BRI Bank Bandung Re-

gion internal audit. According to the findings 

of this study, BRI Bank has implemented 

Risk Based Internal Auditing. This had a 

positive impact on fraud prevention as well. 

Other research has found a strong but not 

statistically significant link between risk-

based auditing on the annual audit plan and 

private entities in the financial sector. Plan-

ning an audit with a risk-based approach 

positively correlates to the size of the audited 

entity. Internal audit is more proactive in 

implementing Enterprise Risk Management 

(ERM) in smaller organizations and, more 

importantly, in the financial and private sec-

tors (Castanheira, Rodrigues, & Craig, 

2009). Another research on Risk-Based In-

ternal Audit by an internal audit suggests 

that it may have more audit findings to be 

disclosed compared to conventional audit-

ing. This audit findings can be a formal find-

ing that should be reported in audit reports, 

business aspects that must be attracked the 

attention of management for decision mak-

ing, whether each should be handled or not, 

and finally preparing and presenting infor-

mal finding that is not included in the final 

audit report (Coetzee & Lubbe, 2014). 

Another previous study was a case study in 

Uasin Gishu Regency. This study discussed 

the effect of a RBA approach on the applica-

tion of the internal control system. This 

study concluded that the RBA approach had 

a positive effect on the application of the in-

ternal control system. The challenges faced 

in implementing RBA in the application of 

the internal control system were the lack of 

relevant knowledge, lack of experience, lack 

of  late tools to identify risks, and lack of rel-

evant principles or guidelines in implement-

ing RBA (Nyarombe, Musau, Kavai, & 

Kipyegon, 2015). Meanwhile, another re-

search conducted by Young (2020) discussed 

the identification of determinants for an   

operational risk management framework, 

that could serve as a guide towards a RBA 

approach. 

 

RBA is a concept assuming that the higher 

the risk from an area, the higher the atten-

tion in the given audit area. Therefore, an 

auditor must understand business processes 

before identifying business risks. Under-

standing business processes include under-

standing risk and systems control to achieves 

the goals and objectives of an organization. A 

risk-based approach assists auditors in plan-

ning the audit process to contribute to better 

governance, robust risk management, and 

more reliable control (Pickett, 2015). In ad-

dition, RBA is also defined as a paradigm 

shift, from the traditional approach to sys-

tem auditing, and finally to RBA (Nyarombe 

et al., 2015).  

 

RBA will be effective in terms of strategic 

objectives, which will indicate targets, mak-

ing it possible to perform efficient audits. It 

also links risk to business objectives, smarter 

facilitations, faster and sharper risk mitiga-

tion (Bechara & Kapoor, 2012). In compari-

son, Messier Jr. (2014) stated that the defini-

tion of RBA is the primary framework that 

guides the audit of financial statements. 

Meanwhile, Zacchea (2003) states that the 
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RBA process is a systematic, rational, and 

defensible technique used to identify poten-

tial risks. It is also a factor-based process for 

quantitatively estimating the risks involved 

in the audit universe. In addition, it is focus-

ing attention on the audit areas most vulner-

able to risk and allocating limited audit re-

sources to the most productive audit target. 

Based on some of the identifications, it is 

possible to conclude that RBA is a method of 

auditing that involves performing an audit 

while considering the risks ahead. One of the 

purposes of using this method is to perform 

an effective and efficient audit by selecting 

the appropriate audit target. Thus, it is     

necessary to conduct an analysis related to 

the implementation of RBA in an audit, its 

effect on the preparation of an audit pro-

gram, and the implementation and monitor-

ing of RBA in an audit. 

 

Audit opinions are an assessment of the fair-

ness of an entity’s financial statements ra-

ther than an assessment of the truth of such 

statements. An audit opinion is a fair conclu-

sion based on the audited information. An 

opinion is reasonable if it is free from bias 

and dishonesty and is based on the full dis-

closure of information. However, a reasona-

ble opinion can only be issued when financial 

statements are correct and free from materi-

al misstatements (Chen, Cumming, Hou, & 

Lee, 2013). Law Number 15 of 2004 states 

that audit opinions in the public sector are 

based on conformity with government ac-

counting standards, adequate disclosure, 

compliance with laws and regulations, and 

the effectiveness of the internal control sys-

tem. Audits of ministerial and institutional 

financial statements may result in unquali-

fied, qualified, or adverse opinions or a dis-

claimer (Tsipouridou & Spathis, 2015). 

 

Recommendations in an audit outline the 

remedial actions to be taken by the audited 

entity's management (Kyei, 2016); they are 

based on the auditor's opinions concerning a 

particular situation and must reflect the au-

ditor's knowledge and judgment (Sawyer, 

2006). The recommendations given by BPK 

are divided into various groups, which are 

weaknesses in the internal control system, 

potential for state losses, and administrative 

findings. However, audit recommendations 

do not always relate to violations of the law 

or fraud. Audit recommendations in the form 

of administrative findings are made to im-

prove administration within a public entity. 

They can be resolved with administrative 

sanctions in the form of reimbursement of 

money to the state treasury as outlined in 

BPK Regulation Number 2 of 2017 concern-

ing the Monitoring of the Follow-Up of Rec-

ommendations of BPK's Audit Results.  

 

This study also refers to agency theory ex-

plaining the importance of transparency and 

accountability in the public sector. Agency 

Theory explains the existence of an agency 

relationship, where a company is a collection 

of agreements or contracts between parties 

having economic resources (the principals) 

and management (agents) having a task in 

managing the use and control of resources. 

Agents receive the delegation of authority 

from the principals to make decisions, but 

these decisions are not necessarily in line 

with the principals’ wishes (Jensen & Meck-

ling, 2009). The agency relationship, on the 

other hand, creates problems. There are two 

problems, i.e., (1) the existence of infor-

mation asymmetry. This information asym-

metry will occur when management as an 

agent has more information than the princi-

pals, both in terms of information on the 

company’s financial position and operating 

position. (2) the emergence of a conflict of 

interest because the agent does not always 

have the same goal with the principals 

(Messier, Glover, & Prawitt, 2014). 

 

A company may intentionally deceive or mis-

lead users of financial statements, especially 

investors, by preparing and disseminating 
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material misstatements of financial state-

ments. Fraud in financial statements is com-

mitted by top executives, for example. Ma-

nipulation of financial records, misreporting, 

intentional misinterpretation, inadequate 

disclosure, and manipulation of aggressive 

accounting practices are all examples of 

fraud. Management does this to conceal their 

performance (Rezaee, 2002). As a result, 

there is a conflict of interest between compa-

ny management and company management 

stakeholders. As a result, management will 

attempt to maintain its performance in front 

of stakeholders through various means, one 

of which is financial report fraud. 

 

In the public sector, government officials, as 

the party in charge of administering public 

services, have access to more information, 

allowing them to make decisions or policies 

that are solely for their benefit, ignoring the 

interests and welfare of the people. To ad-

dress this issue, the government must strive 

to present financial statements transparent 

and accountable (Setyaningrum & Syafitri, 

2001). Therefore, an independent third-

party audit is required to ensure that the pre-

sented financial statements are accountable. 

RBA is one of the audit methods available. 

However, due to the broad scope of the au-

dit, an audit method capable of producing an 

effective and efficient audit is needed, name-

ly the RBA, where an audit is carried out by 

considering risks. Meanwhile, for internal 

control, this research framework uses the 

Committee of Sponsoring Organizations of 

the Treadway Commission (COSO) frame-

work. Control based on  COSO is a frame-

work that contains a description of profes-

sional practice that establishes efficient busi-

ness systems and processes and effective in-

ternal controls. COSO framework has proven 

to provide an excellent result. The COSO 

framework defines risk as a process carried 

out by an entity, management, or other per-

sonnel designed to provide assurance related 

to the achievement of objectives with catego-

ries such as operating effectiveness and effi-

ciency, reliability of financial statements, 

and compliance with the prevailing laws and 

regulations. Apart from using Agency Theo-

ry, this study also uses the COSO framework, 

Audit Risk Model, its four tests, and BPK 

guidelines. BPK guidelines used including 

Audit Management Guidelines, Risk Assess-

ment Technical Guidelines, Technical Guide-

line for Understanding and Testing the In-

ternal Control System, and State Ministry/

Agency Financial Statements (Laporan Keu-

angan Kementerian Negara/Lembaga, 

LKKL), State General Treasurer Financial 

Statements (Laporan Keuangan Bendahara 

Umum Negara, LKBUN), and Central Go-

vernment Financial Statements (Laporan 

Keuangan Pemerintah Pusat, LKPP) Guide-

lines. 

 

The Audit Management Guidelines are based 

on the Audit Board of the Republic of Indo-

nesia (BPK RI) Decree Number 5/K/I-

XIII.2/10/2015 dated 27 October 2015. 

These Audit Management Guidelines are the 

reference for conducting audits of the ma-

nagement of state finances and state finan-

cial responsibility. The stages discussed in 

these guidelines are the audit planning stage, 

audit implementation stage, and audit re-

porting stage. Thus, it is expected that the 

audit is in line with the standard. These Au-

dit Management Guidelines govern the over-

all management of audits, whether in Finan-

cial Audit, Performance Audit, or Special 

Purpose Audit. The Audit Management 

Guidelines emphasize the existence of quali-

ty control and quality assurance. Quality 

control is performed to ensure that audits 

are performed in compliance with applicable 

standards and regulations. In addition, qual-

ity control will ensure that all audit stages 

have been performed on time, are compre-

hensive, documented, implemented, and 

have been reviewed in stages (BPK RI, 2015). 

 

Technical Guidelines for Risk Assessment 
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are stipulated by BPK based on BPK RI De-

cree No. 3/K/I-XIII.2/4/2017 dated April 17,  

2017. Auditors will face time constraints, 

limited human resources, and cost con-

straints while performing their audit duties. 

As a result, the auditor must consider per-

forming the audit in high-risk areas. The 

Technical Guidance for Financial Audit Risk 

Assessment aims to guide financial audit risk 

assessment and ensure consistency in apply-

ing risk assessment methods. The Technical 

Guidelines for the Financial Audit Risk As-

sessment discusses the risks in the audit, i.e., 

audit risk, inherent risk, control risk, detec-

tion risk, and fraud risk (BPK RI, 2017). 

 

In addition, BPK also stipulates Technical 

Guidelines for Understanding and Testing 

the Internal Control System through  Audit 

Board of the Republic of Indonesia (BPK RI) 

Decree Number 2/K/I-XIII.2/7/2012 dated 

July 6, 2012. In performing the audit, the 

auditor is required to assess the effectiveness 

of the Internal Control System. This assess-

ment reflects the auditor's expectations on 

internal control's ability to prevent or detect 

material misstatements and if they do occur, 

they will be corrected. This internal control 

system assessment serves as a consideration 

in planning an audit, concerning the nature 

of an audit, the timing and scope of an audit 

(BPK RI, 2012). 

 

Auditors implement an Audit Risk Model to 

obtain audit evidence by considering risks in 

preparing audit procedures (Arens, Elder, 

Beasley, & Hogan, 2017). This Audit Risk 

Model will help the auditors to decide the 

amount and type of evidence needed. The 

Audit Risk Model describes the relationship 

between Acceptable Audit Risk (AAR), 

Planned Detection Risk (PDR), Inherent 

Risk (IR), and Control Risk (CR). The Audit 

Risk Model is described as follows: 

AAR = PDR x IR x CR 

 

Planned Detection Risk is the risk of audit 

evidence failing to detect material misstate-

ments. Meanwhile, Inherent Risk is used to 

measure the auditor's assessment of the sus-

ceptibility of an assertion of material mis-

statement before considering the effective-

ness of internal control. Furthermore, Con-

trol Risk is related to the auditor's assess-

ment of the risks of material misstatement 

that can occur and cannot be prevented or 

detected promptly based on the company's 

internal control. However, Acceptable Audit 

Risk is a measure of the risk that the auditor 

accepts related to the possibility of material 

misstatement in the financial statements 

after the audit is completed and an unmodi-

fied opinion has been issued (Arens et al., 

2017). Furthermore, four types of tests re-

present audit procedures in response to 

identified risks in the audit risk model. The 

four tests are control tests, substantive tests 

of transactions, substantive analytical proce-

dures, and balance-details tests. The four 

tests are expected to generate enough appro-

priate audit evidence. 

 

 

RESEARCH METHOD 
 

This study applies the case studies method 

since it aims to explore the phenomenon of 

actual occurring problems, and researchers 

must be directly involved to understand the 

problem. The method is expected to yield an 

understanding of how risk assessment is car-

ried out at Kemendesa PDTT. Therefore, an 

appropriate audit program can then be ar-

ranged. The sampling technique used is pur-

posive sampling, with criteria for the busi-

ness process, the entity’s risks, and the pro-

blem regarding the entity. Case studies were 

conducted at BPK, especially the unit that 

handled Kemendesa PDTT for the fiscal year 

2018. Subsequently, communication was 

performed with the financial statement re-

view team of Kemendesa PDTT  for the fiscal 

year 2018 to explore further the implemen-

tation of RBA conducted by BPK auditors. 
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The research method used is qualitative. Ac-

cording to Satori and Komariah (2011), qual-

itative research is a type of research that fo-

cuses on social phenomena/events/symp-

toms and then reveals the existing meaning 

of these events to be used as valuable lessons 

for the development of a theoretical concept. 

This is similar to this study, in which the re-

sults are expected to provide benefits in the 

form of an in-depth overview of the RBA im-

plementation by BPK auditors for auditing 

the financial statements of Kemendesa 

PDTT. The study was conducted by collecting 

relevant information through open inter-

views with the audit team and analyzing the 

audit working papers. 

 

Sources of data for this study were from BPK 

and Kemendesa PDTT, both primary and 

secondary data. The secondary data included 

the 2018 Audited Financial Statements and 

audit working papers. An audit working pa-

per is a note or documentation made by an 

auditor concerning the procedure taken, 

tests performed, information obtained, and 

audit conclusion. This audit working paper 

can be documented in the form of paper 

and/or electronic media. This audit working 

paper is performed at the planning stage, 

implementing the audit, and reporting the 

audit results. Meanwhile, the primary data 

used were interview results with BPK audit 

team. 

 

The first problem formulation is RBA imple-

mentation in the financial statement audit of 

Kemendesa PDTT fiscal year 2018 and its 

compliance with the guidelines set by BPK. 

This study analyzes BPK guidelines concern-

ing the Audit Risk Model based on secondary 

data in the audit working papers and prima-

ry data in interviews with the Audit Team 

Leader, Audit Sub-Team Leader, and Tech-

nical Controller. The second problem is ana-

lyzing the preparation of an audit program. 

Agency Theory 

Agent / management Principal 

1. Asymmetry information 
2. Conflict of interest 

Audit 

Risk Based Audit 

1. BPK Audit Management 
Guidelines 

2. Technical Guidelines for 
Financial Audit Risk Assesment 

3. Technical Guidelines for 
Understanding and Testing the 
Internal Control System 

4. LKPP LKKL LKBUN Audit 
Guidelines 

5. COSO Framework 
6. Audit Risk Model 

1. BPK Audit Management 
Guidelines 

2. Technical Guidelines for 
Financial Audit Risk Assesment 

3. Technical Guidelines for 
Understanding and Testing the 
Internal Control System 

4. LKPP LKKL LKBUN Audit 
Guidelines 

5. Four types of audit procedures 

1. BPK Audit Management 
Guidelines 

2. Technical Guidelines for 
Financial Audit Risk 
Assesment 

3. LKPP LKKL LKBUN Audit 
Guidelines 

 

Figure 1. Research Framework 
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The preparation of this audit program is 

based on previously identified risks and their 

compliance with the guidelines set by BPK. 

The third problem is related to the implemen-

tation and monitoring of RBA with the guide-

lines set by BPK. 

 

 

RESULT AND DISCUSSION 
 

The audit of 2018 Kemendesa PDTT's finan-

cial statements implemented RBA as shown in 

its audit working paper. There are two sec-

tions related to the audit working paper: In-

ternal Control System and Process Business 

Comprehension and Risk Comprehension and 

Assessment. This understanding is based on 

the results of the internal control system audit 

conducted by the previous audit team and 

then complemented by an ongoing analysis of 

internal control conditions of Kemendesa 

PDTT. One method of understanding the on-

going internal control system is by distrib-

uting questionnaires and conducting walk-

throughs. Based on the audit working paper, 

the internal control system and process busi-

ness comprehension comprise three parts: 

Comprehension of financial statement sys-

tem, Comprehension, and inventory of Ke-

mendesa PDTT internal regulation, program, 

and activities Internal Control System com-

prehension applying COSO approach. 

 

As mentioned earlier, the Audit Team's steps 

in performing an internal control system and 

process business comprehension conform 

with Technical Guidelines for Understanding 

and Testing the Internal Control System pub-

lished by BPK. In addition, based on interview 

results with the Audit Team Leader regarding 

the steps in the internal control system and 

process business comprehension of the entity, 

those steps provided a complete illustration 

about the audited entity's internal control sys-

tem and process business. Meanwhile, for risk 

comprehension and assessment, the auditor 

identified IR, CR and CR assessment, Busi-

ness Risk Matrix (BRM) assessment, Fraud 

Risk Assessment Matrix (FRAM) assess-

ment, and risk assessment matrix. For Audit 

Risk (AR), BPK has decided to use 5% AR. 

Furthermore, the analysis of related docu-

ments and regulations was carried out, and 

interviews were conducted to obtain more in

-depth information about the implementa-

tion of RBA on the audit of Kemendesa 

PDTT’s financial statements. Interviews 

were conducted with five respondents, 

namely Technical Supervisor, Head of the 

Audit Team, Head of the Audit Sub-team 1, 

Leader of the Audit Sub-team 2, and Leader 

of the Audit Sub-team 3. 

 

Based on the interview results, it was identi-

fied that the steps taken by auditors in ap-

plying RBA to Kemendesa PDTT’s 2018 fi-

nancial statement audit were based on Tech-

nical Guidelines on Financial Audit Risk As-

sessment (Petunjuk Teknis Penilaian Risiko 

Pemeriksaan Keuangan) based on the De-

cree of the Audit Board of Indonesia Num-

ber 3/K/I-XIII.2/4/2017. In addition to the 

technical guidelines, the auditors also re-

ferred to the LKPP, LKKL, LKBUN Audit 

Guideline which is outlined in the Decree of 

the Audit Board of Indonesia Number 2/K/I

-XIII.2/2/2016. The application of this RBA 

was also supported by comprehending and 

testing of the Internal Control System which 

in the implementation referred to Technical 

Guidelines for Understanding and Testing 

the Internal Control System published under 

BPK Decree Number 2/K/I-XIII.2/7/2012.  

 

This RBA began in the audit planning stage. 

However, there was an opportunity to per-

form an evaluation based on RBA during the 

following steps based on the ongoing devel-

opment. Based on the document and inter-

view analysis, the first step was compre-

hending the Internal Control System and 

entity process business. One of the tools 

used in this step was a questionnaire which 

was distributed to relevant authorities. Each 
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of the results of the questionnaire was given 

a weighted value. However, the weight of this 

score does not directly reflect the internal 

control system, but rather the auditor’s pro-

fessional judgment is still needed to adjust 

the score. In the audit of Kemendesa PDTT’s 

financial statement, the audit team also con-

ducted a professional judgment to adjust the 

initial score based on the professional judg-

ment. Professional judgment is taken by con-

sidering the things that affect the assessment 

score of each element. In the audit of Ke-

mendesa PDTT’s financial statement, things 

that affect professional judgment include 

communication of policies and rules regard-

ing sanctions to all employees, identification 

of risks that can hinder the preparation of 

the financial statement, work realization that 

is not under an agreement or contract, valid 

or nor proof of transaction, and follow up on 

recommendations of previous BPK audits. 

 

The next step was risk comprehension and 

assessment by setting the IR and CR level for 

each business process and account, which 

was continued by business process risk as-

sessment and fraud risk assessment. Those 

various assessments would result in a gen-

eral risk assessment matrix. In the audit 

working papers, it can be seen that the Audit 

Team conducted an IR assessment. It is also 

supported by interview results saying that IR 

assessment is conducted. The assessment 

value was conducted on accounts in financial 

statements by considering four criteria: 

transaction types, subjectivity level on con-

sideration required by accounting standards, 

vulnerability level on misuse or theft, and 

factors related to misrepresentation due to 

fraud.  

 

As consideration for the four criteria men-

tioned earlier, the auditors also applied BRM 

and FRAM considerations. BRM illustrates 

an entity condition with significant risks re-

sulting inability of the entity to reach the 

goals. This inability to reach the goals will 

affect the accountability of the financial 

statement, efficiency, effectiveness, and obe-

dience towards regulations. Meanwhile, 

FRAM functions to identify and detect fraud 

risks resulting in misrepresentation in the 

financial statements. There are three types of 

fraud, they are corruption, asset abuse, and 

mislead presentation. Auditors then ana-

lyzed fraud type, classification, impact, pos-

sibilities, and causes and performed addi-

tional alternative procedures to ensure that 

fraud could be detected. Eventually, IR as-

sessment at each account was conducted by 

considering the four mentioned factors, 

BRM and FRAM. Then, the IR percentage 

scale and IR level of the account were deter-

mined. 

 

Furthermore, based on audit working papers 

and supported by interview results with Au-

dit Team Leader, it was identified that Audi-

tors had conducted an assessment on CR of 

entity’s business process and CR of relevant 

accounts. The CR was a result of internal 

control system comprehension and IR as-

sessment. For further internal control sys-

tem comprehension, auditors referred to 

technical instructions of internal control sys-

tem comprehension and testing. In identify-

ing the CR, auditors went through two sta-

ges. They controlled risk assessments at 

transaction cycle and account levels.  

 

Based on interview results with Audit Team 

Leader and document analysis, it could be 

identified that after identifying the AR, IR, 

and CR, auditors would determine the De-

tection Risk (DR).  This DR illustrates a risk 

in which auditors cannot detect material 

misrepresentation while conducting a sub-

stantive procedure. The aim of identifying 

this DR is to enable auditors to determine 

audit procedures and audit evidence that 

should be collected. If auditors identify DR 

as low, in-depth substantive testing will be 

performed with extensive audit evidence in 

audit working papers. On the contrary, if DR 
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is identified as high, auditors will perform 

limited substantive testing with relatively 

less audit evidence. 

 

From that analysis, the author concludes that 

the application of RBA by BPK auditors has 

complied with the technical instructions on 

internal control system comprehension and 

testing and technical instructions on risk as-

sessment published by BPK. The risk assess-

ment technical guidelines on financial audit 

and technical guidelines on understanding 

and testing internal control systems by BPK 

are in line with the COSO framework. One of 

the tools used to collect data and information 

on an entity’s internal control system is a 

questionnaire. There are two questionnaires 

involved: the internal control system ques-

tionnaire at the entity level and the internal 

control system questionnaire at the transac-

tion and activity levels. The first question-

naire at the entity level comprises five con-

trol components: control environment, risk 

assessment, control activity, information and 

communication, and monitoring. These five 

components are based on components deve-

loped by the Committee of Sponsoring Or-

ganizations of the Treadway Commission 

(COSO). 

 

Internal control system questionnaire will 

then be delivered to the entity's head or other 

authorities at this entity level. Auditors will 

also conduct interviews to confirm the deliv-

ered answers. Then, considering results or 

conclusions on five internal control system 

components in the first questionnaire (at the 

entity level), the second questionnaire at the 

transaction cycle level is prepared. Within 

the questionnaire at the transaction cycle 

level, the auditor seeks information related 

to assertions. However, in the LKPP LKLL 

LKBUN guidance, in regards to control risk, 

it is mentioned that auditors can document a 

control system to identify controls deter-

mined by the entity to mitigate the identified 

inherent risks during the first audit. This 

means that the auditor can skip this step for 

the next audit, and the assessment can use 

documentation from the previous audit. The 

risk lies when entity control changes, but au-

ditors have used the previous audit docu-

ment. As a result of such a condition, audi-

tors must perform a re-identification. 

 

The application of RBA by BPK auditors has 

matched with the technical guidelines for 

understanding and testing the internal con-

trol system, technical guidelines of risk as-

sessment, technical guidelines of financial 

audit risk, and technical guidelines for un-

derstanding and testing internal control sys-

tem by BPK suited with Audit Risk Model 

stated by Arens et al. (2017). Thus, the audit 

of the fiscal year 2018 Kemendesa PDTT’s 

financial statement conforms with the Audit 

Risk Model. Therefore, the audit of Ke-

mendesa PDTT’s financial statement fiscal 

year 2018 has implemented the fundamental 

steps of the Audit Risk Model. 

 

Hereafter, the auditors arranged an Audit 

Program based on the RBA. Based on the 

working paper document analysis and inter-

view results with the Audit Team, the ar-

rangements of audit program were initiated 

by comprehension of research objects, then 

continued with an audit program arrange-

ment by Audit Team Leader and handed over 

to Technical Controller for a review. Review 

from the Technical Controller aims to ensure 

that Audit Program has been arranged based 

on relevant implementation guidelines and 

technical guidelines. Then, based on audit 

working paper analysis, it is identified that 

Auditors in arranging the audit program de-

sign have considered results of entity inter-

nal control system comprehension and test-

ing as well as results of risk assessment. Af-

ter auditors identify the DR level, they will 

decide on an audit strategy. For example, if 

auditors identify DR as low, the implement-

ed substantive procedure effectiveness will 

be high. Meanwhile, for low detection risk, 
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auditors consider conducting in-depth sub-

stantive testing.  

 

The analysis results of audit working papers 

and interviews with the Audit Team Leader 

indicate that auditors have compiled an au-

dit program based on the RBA and the 

guidelines set by BPK. However, the correla-

tion between audit time and arranged audit 

program is not explicitly explained in these 

guidelines. Kemendesa PDTT’s financial 

statements audit fiscal year 2018 requires 

eight additional audit days. The additional 

time assignment letter is to complete the re-

port and write the audit worksheet.  

 

The guidelines of audit program arrange-

ment, which BPK determines, are also in line 

with audit procedure arrangement, which is 

a continuation of the Audit Risk Model. In 

arranging an audit procedure, there are four 

types of tests conducted. These four tests are 

expected to result in adequate and appropri-

ate audit evidence. The first test is a test of 

controls where auditors perform control 

tests to gain adequate and precise evidence 

in assessing control effectiveness. The sec-

ond test is a substantive test of transactions 

to determine whether the transactions have 

been recorded correctly. The third test is 

substantive analytical procedures which 

main aim is to detect possibilities of misre-

ports in financial statements and provide 

substantive evidence. Finally, the fourth test 

is the test of details of balances which focus 

on account final balance (BPK RI, 2016). 

Based on the audit working paper analysis, 

the audit procedures prepared by the audit 

team have followed the audit procedures as a 

continuation of the Audit Risk Model. 

 

After preparing an audit program by apply-

ing RBA, auditors would then implement 

and monitor the RBA.  The implementation 

of this RBA runs concurrently with the im-

plementation of the audit. This is a realiza-

tion of the previously prepared audit plan-

ning.  Based on the audit working paper 

analysis, the audit team implemented an au-

dit strategy based on the determined DR re-

sult in implementing the RBA. This is a reali-

zation of the previously prepared audit plan-

ning. On accounts with low DR, the audit 

team conducted in-depth substantive tests, 

relying little on control. In practice, the audit 

team, apart from conducting in-depth sub-

stantive tests, also performed limited control 

tests. Meanwhile, in its implementation, alt-

hough it is not the focus of the audit, medi-

um DR is still considered. Accounts with me-

dium DR are subject to tests of controls in 

practice, with limited substantive tests. In 

the audit of Kemendesa PDTT’s financial 

statements, no accounts were considered to 

have high DR. 

 

Based on the audit working paper analysis 

and interview with Audit Team Leader, Audit 

Sub-team Leader, and Technical Controller, 

the entire implementation of this audit 

program would be reported in stages in the 

form of a weekly report to get a review. First, 

each team member would provide a weekly 

report containing the things done that week, 

the progress, and problems faced in the 

audit. Then team member’s weekly report 

would be compiled by the audit sub-team 

leader. Furthermore, the Audit Team Leader 

would compile a weekly report from each 

audit sub-team leader and submit it to the 

technical controller. This weekly report is a 

form of monitoring the implementation of 

RBA. 

 

The entire process of implementing this au-

dit program will be documented in audit 

working paper. Audit working papers are 

documentation that contains audit proce-

dures and tests that have been carried out, 

information or data obtained, and conclu-

sions. The audit working paper is prepared 

based on the audit program. Furthermore, 

the auditor will compile the cover sheet and 

complete it with the result of performing au-
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dit procedures. The cover sheet and the result 

of performing audit procedures in the audit 

of financial statements of Kemendesa PDTT 

have been prepared based on an individual 

working program. The cover sheet and the 

results of the implementation of audit proce-

dures monitor an audit to ensures that every 

step in the audit program has been carried 

out. Based on the audit working paper analy-

sis, the cover sheet and the results of the im-

plementation of audit procedures are pre-

pared by members of the audit team, re-

viewed by the Audit Team Leader, and ap-

proved by the Technical Controller. 

 

The analysis and interviews results show that 

the implementations of RBA and the audit 

are carried out simultaneously. Thus, all 

steps of the audit implementation have fol-

lowed the guidelines set by BPK. However, in 

the composition of the audit team, there was 

no quality controller, so the role that the 

quality controller should have played was not 

optimal. A quality controller's role is to en-

sure that the audit's objectives, expectations, 

and scope are met and that the audit runs 

smoothly (BPK RI, 2015). In addition, a qual-

ity controller also has a role in ensuring that 

the audit findings comply with the audit 

standard and audit guidelines. 

 

 

CONCLUSION 
 
The 2018 Kemendesa PDTT 's financial state-

ments audit team has implemented RBA fol-

lowing BPK guidelines. The RBA stages in 

BPK guidelines follow the Audit Risk Model, 

which considers Audit Risk, Detection Risk, 

Inherent Risk, and Control Risk. For BPK 

guidelines that govern the understanding of 

the internal control system, BPK uses the 

COSO Framework approach, which encom-

passes five components: control environ-

ment, risk assessment, control activities, in-

formation, communication, and monitoring. 

In its application, one of the approaches uses 

instruments in the form of questionnaires and 

interviews to describe the five components. 

However, in the LKPP LKKL LKBUN guide-

lines established by BPK, in terms of control 

risk, it is stated that the audit team docu-

ments the control system during the first au-

dit and then identifies the controls that the 

entity has implemented to mitigate the identi-

fiable inherent risk. It means that for further 

audits, this step can not be done by the audit 

team. For the assessment, the following audit 

team can use documentation of the control 

system from the previous audit. The risk lies 

when there is a change in the control system 

and the audit team is still using the previous 

audit document. Therefore, the audit team 

must re-identify it. 

 

In preparing an audit program based on pre-

viously identified risks, the audit team refers 

to guidelines set by BPK. One component of 

the audit program is the audit procedures. In 

detail, the preparation of the audit procedure 

is outlined in LKPP LKKL LKBUN guidelines. 

Several tests are performed in its preparation, 

namely, testing balances, analytical tests, tests 

of controls, substantive tests of the transac-

tion, and substantive tests of balances. Each 

of these tests contains details of the steps that 

must be taken during the audit. The tests in 

BPK guidelines conform with tests on audit 

procedures that continue the Audit Risk Mod-

el. In preparing audit procedures as a follow-

up to the Audit Risk Model, there are four 

tests: the test of controls, substantive tests of 

transactions, substantive analytical proce-

dures, and tests of details of balances. Howev-

er, the guidelines set by BPK do not explain in 

detail the relationship between the audit peri-

od/time and the preparation of the audit pro-

gram. Therefore, the audit program imple-

mentation still requires additional assign-

ments as the period in the primary assign-

ment has been completed. There is an addi-

tional letter of assignment for eight days in 

the audit of Kemendesa PDTT’s financial 

statements for the year 2018. 
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Furthermore, in implementing and monitor-

ing RBA, BPK auditors have referred to BPK 

guidelines. One of the approaches used for 

this monitoring is through weekly reports. In 

addition, weekly reports will be arranged in 

stages for further review, and feedback will 

be provided. However, in the composition of 

the audit team on the audit of Kemendesa 

PDTT’s financial statements, there was no 

Quality Controller. As a result, the Quality 

Controller’s role was not well represented. In 

the Audit Management Guidelines, a Quality 

Controller’s role is to ensure that the objec-

tives, expectations, and scope of the audits 

are met and ensure the smooth running of 

the audit process. In addition, a Quality Con-

troller also has a role in ensuring that the 

audit findings comply with the audit stand-

ard and guidelines. By applying RBA meth-

ods in this audit, the implementation is more 

focused on the risks that have been previous-

ly mapped, and leads to a better monitoring 

process. 
 

Based on the study results, it is identified 

that in conducting financial statement audit, 

BPK should also consider the entity’s 

characteristics being audited during an audit 

planning stage in addition to applying RBA 

method. Therefore, a specified audit period 

can be set to address the needs of the 

auditor.  
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APPENDICES 

 

 

 

 

No Audit Risk Model BPK Guideline 

1 Comprehension of business 

and client industry 

  

Comprehension of the internal control system and business process in technical 

guidelines for understanding and testing the internal control system 

2 Assessment of client busi-

ness risks 

Control Risk Matrix application to illustrate and determine control risk level. This CRM 

is regulated in technical guidelines for understanding and testing the internal control 

system. Moreover, in financial audit risk assessment technical guidelines, there are 

steps of conducting a control risk assessment. 

  

3 Assessment in material mis-

representation risks gene-

rated from IR and CR as-

sessment results 

  

This assessment in material misrepresentation risks is written in financial audit risk 

assessment technical guidelines in the detection risk level - identification stage, 

where material misrepresentation risks are a combination of IR and CR. 

 

  

4 Audit Risk Model 

AAR = PDR x IR x CR 

Description: 

AAR: Acceptable Audit Risk 

PDR: Planned Detection 

Risk 

IR: Inherent Risk 

CR: Control Risk 

The formula used in this DR calculation is written in the financial audit risk assess-

ment technical guidelines at the detection risk level-identification stage. The formula 

is:  AR = DR x IR x CR 

Description: 

AR: Audit Risk 

DR: Detection Risk 

IR: Inherent Risk 

CR: Control Risk 

Appendix 1. Comparing RBA Steps in BPK Guideline with Audit Risk Model 
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No Further Audit Procedures in Audit Risk 

Model 

BPK Audit Procedures 

1 Test of controls, evidence obtained 

from inspection, observation, client 

inquiries, and re-performance 

Test of controls 

Audit procedures prepared by the auditor include: 

a) Document inspection and direct observation 

b) Interview and document inspection 

c) Studying policies and procedures 

d) Interview and document review 

e) Main conclusions about the reliability of control 

 

2 Substantive tests of transactions, with 

evidence obtained through inspection, 

client inquiries, reperformance, and 

recalculation 

Substantive tests of balances 

Audit procedures prepared by the auditor include: 

a) Comparing the balance at the end of the previous year with the 

balance at the beginning of the following year 

b) Recalculation of account balances 

c) Inspection of the balance value determination mechanism 

  

Substantive tests of transactions 

Audit procedures prepared by the auditor include: 

a) Obtain details of the transactions that make up the related account 

balance 

b) Examination of source documents to ensure transactions have been 

recorded at the correct value and period 

c) Enter the adjusting journal or reclassification journal (if any) into 

Lead Schedule (LS) and Supporting Schedule (SS) 

d) Ensure that the ending account balance matches the account 

balance on the consolidation 

 

3 Substantive analytical procedures with 

evidence obtained through client 

inquiries and analytical procedures 

Analytical procedures 

Audit procedures prepared by the auditor include: 

a) Comparing the current period’s balance with the previous year 

b) Analyze the fluctuations that have occurred 

c) Interviews with relevant officials 

 

4 Tests of details of balances with 

evidence obtained through physical 

examination, confirmation, inspection, 

client inquiries, reperformance, and re

-calculation 

Financial statement analytical procedures: 

a) Identification of the relationship between accounts 

b) Analytical test by comparing accounts 

c) Analytical test by comparing the realization and the budget 

d) Compare the balance at the beginning of the current year with the 

balance at the end of the previous year 

e) Check whether accounts have been recorded accordingly 

f) Discussions with competent authorities regarding the impact of 

policy changes or fundamental errors 

  

Appendix 2. Comparing  BPK Audit Procedures with Audit Procedure in Audit Risk Model  



 

JURNAL TATA KELOLA DAN AKUNTABILITAS KEUANGAN NEGARA, Vol. 7, No. 1, 2021: 77-93 

94 

 


