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ABSTRACT

Badan Pemeriksa Keuangan (BPK), or The Audit Board of the Republic of Indonesia, has introduced
performance audits intensively since public sector audit reforms were initiated in 2001. However,
the implementation of performance audits still faces several obstacles. This study examines the de-
velopment of the performance audit methodology in BPK, which can be divided into three stages:
before the revitalization of BPK in 2006, the initial development of performance audits during 2006
-2010, and the maturity of the implementation of performance audits since 2011. This study con-
cludes that several key factors have affected the implementation of performance audits at BPK, in-
cluding the development of audit guidelines, the dynamics of medium-term government planning,
the focus of the BPK’s Management, and assistance provided by other supreme audit institutions
(SAI). To address new realities and challenges in the future, more sophisticated performance audit
methods need to be adopted by BPK, such as big data analytics, the adoption of governance audits,
and employing public policy analysis. Without adopting such methods, the institutionalization of
effective performance audits might not be achieved in the future.
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INTRODUCTION

Performance audit is also referred to as value
for money (VFM) audit in the UK (Parker,
Jacobs, & Schmitz, 2018) or comprehensive
auditing in Canada (Everett, 2003). It was
introduced by several supreme audit institu-
tions (SAIs) from developed countries in the
late 1970s. During that time, developed
countries such as the UK, Canada, and Aus-
tralia embarked on extensive public manage-
ment reform that emphasized the perfor-
mance of the public sector (Nicoll, 2017).
However, it is believed that the management
of the public sector should be similar to the
private sector because both public and pri-
vate sectors have principle-agent problems
(Lapsley & Miller, 2019).

In the new public management era, the de-
mand for accountability and transparency
goes beyond financial and legal accountabi-
lity. Because resources are limited, the public
demands their government spend public re-
sources wisely, deliver results (effectiveness),
attain efficiency, and continuously seek to
reduce the cost of public services (economy).
SAI is expected to verify the performance of
the government in meeting these three as-
pects: economy, efficiency, and effectiveness
(three “E’s”), and this expectation creates
demand for performance audit (Gronlund,
Svirdsten, & Ohman, 2011). Power (2003)
labels the sudden increase of performance
audit demand in developed countries as an
“audit explosion.” Furthermore, several au-
thors argue that the scope of performance
audit should be expanded into other “E’s”
such as ethics (Bringselius, 2018), environ-
ment (and sustainability) (Irawan & McIn-
tyre-Mills, 2016), and equity (Everett, 2003;
Johnsen et al., 2019; Reichborn-Kjennerud,
2013). In several countries, the scope of per-
formance audit also includes compliance and
policy audits (Gronlund et al., 2011; Pollitt,
et al., 1999).

International Standards of Supreme Audit
Institutions (ISSAI), published by the Inter-
national Organization of Supreme Audit In-
stitutions (INTOSAI), give the definition of a
performance audit. The performance audit is
an independent, objective, and reliable ex-
amination of whether government undertak-
ings, systems, programs, activities, or orga-
nizations perform under the principles of
economy, efficiency, and effectiveness and
whether there is room for improvement
(INTOSALI, 2019). Based on these definitions,
there are two underlying characteristics of
performance audit, which are (1) assessing
performance on the economy, efficiency, and
effectiveness aspects; and (2) providing
recommendations for improving government
performance.

Performance audit aims to fix existing weak-
nesses and not just find mistakes or deter-
mine who should be responsible for errors.
As an independent institution, SAI is ex-
pected to see a problem objectively and pro-
vide recommendations to improve the per-
formance of audited entities (Loke, Ismail, &
Hamid, 2016; Pierre & de Fine Licht, 2019).
The quality of public financial management
and government services is expected to im-
prove after the government implements per-
formance audit recommendations. Thus, a
performance audit is not only a tool to dis-
charge accountability (Desmedt, Morin, Pat-
tyn, & Brans, 2017; Reichborn-Kjennerud,
2013) but also a tool for learning, change,
and improvement (Desmedt et al.,, 2017;
Raudla, Taro, Agu, & Douglas, 2016; Van
Loocke & Put, 2011).

Previous research has addressed Perfor-
mance Audit (PA) from several perspectives,
such as the impact of performance audit on
public administration (Bringselius, 2010;
Raudla et al., 2016; Reichborn-Kjennerud &
Vabo, 2017; Torres, Yetano, & Pina, 2016;
Van Loocke & Put, 2011), key stakeholders of
a SAI and their role in shaping performance
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audit (Parker et al., 2018), the scope of per-
formance audit (Bringselius, 2018; Gronlund
et al., 2011), the development of performance
audit in developed countries (Lonsdale,
2000, 2011; Pollitt, 2003) and the selection
of performance audit themes (Nath,
Othman, & Laswad, 2020). However, these
studies focus on the context of developed
countries, and there are limited studies on
the development of performance audits in
developing countries; thus, authors try to fill
the gap in the literature by investigating the
development of performance audits in devel-
oping countries. Specifically, the authors ad-
dress following research questions:

1. What are the main factors that influence
the development of performance audits in
BPK?

2. Performance audit has a different objec-
tive, methodology, and criteria in compa-
rison with financial or compliance audits.
What types of performance audit method-
ology conducted by BPK?

3. What evolutionary methods are used in
BPK’s performance audit?

RESEARCH METHOD

This research uses a qualitative method to
explain the development of performance au-
dits in BPK. The empirical data were gather-
ed from 1.291 performance audit reports
published by BPK from 2016 to 2020, Sum-
mary of Semester Audit Results (Ikhtisar
Hasil Pemeriksaan Semester, IHPS) from
2004 to 2020, four peer review reports, and
BPK’s performance audit manuals and
guidelines. The THPS contains a summary of
all BPK audit reports in one semester and
audit follow-up monitoring. Critical content
analysis is used to elaborate performance
audit reports, IHPS reports, peer review re-
ports, and performance audit guidelines. The
authors also interviewed several senior
BPK’s performance auditors to get their per-
spective and experiences based on peer re-

view conducted by other SAI and the deve-
lopment of performance audit in BPK to pur-
sue data triangulation.

RESULT AND DISCUSSION

Performance Audit Development and
Factors that Influence Performance
Audit Development in BPK

While performance audit relatively matures
in developed countries by 2006, it is a rela-
tively new practice in BPK (Andrianto, 2015).
The development of performance audit in
BPK can be divided into three stages: before
the revitalization of BPK (before 2006), ini-
tial development (2006-2010), and the ma-
turity stage (2011 onwards). Every year, the
number of performance audit increases
steadily. Figure 1 presents the number of
performance audits conducted by the BPK
from 2004 to 2020.

Figure 1 shows that from 2006 the number
of performance audits continued to increase
and reached the highest number in the last
ten years in 2016. Furthermore, although the
number of performance audits began to de-
cline in 2017, the number still shows a sig-
nificant number until 2020. This data shows
BPK's relatively strong commitment to con-
ducting performance audits.

Before the revitalization of BPK
(before 2006)

Before 2006, BPK’s audit mandate is based
on the Government Regulation in Lieu of
Law (Peraturan Pengganti Undang-undang,
Perppu) Number 7 of 1963, Perppu Number
6 of 1964, Law Number 17 of 1965, and Law
Number 5 of 1973. These laws stated BPK is
the external government auditor and a Su-
preme Audit Institution (SAI). Based on
these regulations, BPK only conducted State
Budget Implementation audit. BPK also as-
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sessed the effectiveness and economic as-
pects of government expenditures the audit.
The performance audit was known with
many terminologies, such as operational au-
dit (the 1980s) and management audit
(1990s). As shown in Figure 1, before 2006,
the number of performance audits is low.

BPK was peer-reviewed for the first time in
2004. The peer review was conducted by the
Office of the Auditor-General of New Zea-
land (OAG-NZ). The OAG-NZ reported that
performance audit in BPK was not fully
developed, and BPK was still learning to
conduct performance audit correctly, the
conclusion that be agreed by BPK’s senior
performance auditor interviewed. BPK did
not have a performance audit manual; there-
fore, BPK used international standards or
other SAI guidance such as ISSAI and US
Government Accountability Office (GAO)
Yellow Book as performance audit guidance.
BPK did not have a special unit to conduct a
performance audit, so its financial auditors
conduct its operational and management
audits.

Moreover, BPK did not have auditors who
have good capability to conduct the perfor-
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mance audit. According to the OAG-NZ,
most of the performance audits conducted
did not satisfy 3 E’s audit methodology. The
OAG-NZ recommended BPK to improve its
capability on performance audit and provide
intensive performance audit training to its
auditors. As a follow-up peer review recom-
mendation, BPK sent several auditors to
learn performance audits to SAIs from deve-
loped countries such as GAO, Australian Na-
tional Audit Office (ANAO), and OAG-NZ.

Initial development of performance
audit (2006-2010)

Indonesian public financial management
was undergoing major reform in the 2000s.
The parliament passed three laws related to
state finance: Law Number 17 of 2003 con-
cerning State Finance, Law Number 1 of
2004 concerning State Treasury, and Law
Number 15 of 2004 concerning The State
Financial Management and Accountability
Audit. It is followed by Law Number 15 of
2006 concerning the Audit Board of the Re-
public of Indonesia. Based on this regulation,
BPK has a mandate to conduct a financial
audit, performance audit, and special pur-
pose audits (such as compliance audit and
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Figure 1. The Number of Performance Audit from 2004 to 2020
Source: BPK Rl (2004-2020); Rai (2008)
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investigative audit). After Law Number 15 of
2006 was introduced, the number of perfor-
mance audits increased. As shown in Figure
1, the number of performance audits is 36 in
2006 and increased to 157 in 2010. Start
from 20035, all of BPK's audit results, includ-
ing performance audit reports was published
on BPK's official website as part of transpar-
ency and accountability (Andrianto, 2007).

The Netherlands Court of Audit conducted
the second peer review in 2009. The Nether-
lands Court of Audit found that BPK still did
not have a performance audit manual until
2008 and used performance audit manual
draft as audit guidance. Finally, this perfor-
mance audit manual was approved by BPK’s
Board on 5 June 2008, so BPK had a perfor-
mance audit manual for the first time. The
Netherlands Court of Audit concluded that
BPK’s performance audits complied with this
performance audit manual. However, the
reviewer concluded that BPK’s performance
audit manual needs to be improved. In addi-
tion, the Netherlands Court of Audit also
stated that there were several deficiencies in
the scope, methodology, and other aspects of
BPK’s performance audit. This conclusion
was also agreed upon by BPK’s senior perfor-
mance auditor interviewed. These review
findings were not surprising because perfor-
mance audit was relatively new for the BPK’s
board members and auditors. The Nether-
lands Court of Audit also concluded that the
performance audit methods in BPK were in-
fluenced by compliance and financial audit
methodology. Moreover, it still needs more
supervision through quality control and
quality assurance to ensure the next perfor-
mance audit focuses on the government’s
performance.

In this period, BPK received assistance from
ANAO through the Government Partnership
Fund (BPK, 2013), bilateral cooperation that
ANAO deployed its performance audit ex-
perts to BPK to assist the development of

performance audit methodology in BPK. This
bilateral cooperation continues until 2019.
During this period, ANAO also assists with
training for BPK auditors and consultations
in conducting performance audits. The assis-
tance of ANAO has a significant impact on
BPK’s audit methodology. It can be shown
how BPK develops audit criteria similar to
ANAO methods to develop audit criteria.
BPK also continued receiving assistance
from other SAI such as the GAO Fellowship
program (2003—2009), NAO Secondment
(2006), ANAO Secondment (2007 — 2010),
and Jabatan Audit Negara (JAN) Malaysia
Secondment (2009) to enhance its perfor-
mance audit capacity. However, the influ-
ence of this assistance is not as strong as the
impact of ANAO assistance. Nevertheless,
these assistances improve the quality of
BPK’s performance audit.

The maturity of performance audit
(2011 onwards)

Since 2011, the practice of performance audit
in BPK can be considered mature. The num-
ber of performance audits conducted by BPK
is more than 100 annually. BPK revised its
performance audit manual in 2011. This new
audit manual refers to INTOSAI perfor-
mance audit guidelines, GAO’s Yellow Book,
and other performance audit manuals. In
addition, BPK also produces several tech-
nical bulletins on performance audits based
on international best practices. BPK has also
continued its bilateral cooperation with the
ANAO that deployed its Subject Matter Ex-
pert (SME) to support the revision of BPK’s
performance audit methodology. BPK also
send its auditors to Australasian Council of
Auditors-General (ACAG) Performance Au-
dit Methodology Workshop in Canberra in
2017 and 2018. BPK has also got Tailor-
Made Training on the public policy aspect of
performance audit from Algemene Re-
kenkamer, the Netherlands, in 2013 and did
a comparative study to South Africa in 2014.
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The third peer-review was conducted by the
SAI of Poland in 2014 and concluded signifi-
cant improvements on the BPK’s perfor-
mance audit quality. The performance audit
conducted by BPK already focused on identi-
fying problems and providing recommenda-
tions for improvement of public services.
However, several challenges were identified
by the peer reviewer. First, there was no time
flexibility to conduct a performance audit
since the performance audit was only con-
ducted in the second semester. In the first
semester, BPK uses all resources to conduct
financial audits. As a consequence, the SAI of
Poland recommended BPK to start conduct-
ing performance audits in the first semester,
the conclusion that also agreed by BPK’s sen-
ior performance auditor interviewed.

In this peer review, Poland's SAI also high-
lighted the selection of performance audit
themes, the absence of a special performance
audit unit, and BPK's auditors' understand-
ing of performance audit methodology. The
SAI of Poland recommended that BPK se-
lected essential issues and on the larger
scale, not only on simple topics of an individ-
ual entity at the local government level, that
the senior performance auditor interviewed
called high impact performance audit. Fur-
thermore, BPK needed to create a perfor-
mance audit unit since BPK's auditors usual-
ly conducted three audits. The SAI of Poland
believed that specialization would increase
the expertise of BPK's auditors. However,
this process needs to be managed smoothly
to prevent BPK losing its current knowledge
and capability. It also needs to be supported
by a good process of recruitment, training,
and knowledge management.

However, BPK still has no specialized unit
for the performance audit unit until now,
even though the peer reviewer from SAI of
Poland (2019) recommends BPK to create a
special performance audit unit. The auditors
in this unit must only conduct the perfor-

mance audit. Regarding the selection of au-
dit themes, BPK conducts a thematic perfor-
mance audit. The audit topic for thematic
performance audit is selected from signifi-
cant national issues such as public financial
management and education management
during the COVID-19 Pandemic. In this peri-
od, the BPK started to share its knowledge of
performance auditing within ASEAN Su-
preme Audit Institutions (ASEANSAI) mem-
bers such as SAI of Vietnam, Cambodia, and
Laos PDR (Jefriando, 2015; BPK berbagi
ilmu, 2019; BPK bantu SAI, 2019). The
knowledge sharing themes include how to
develop performance audit guidelines and a
training center.

At the maturity stage, the performance audit
development in BPK is in line with the deve-
lopment plan prepared by the government,
and it is indicated by the content of BPK
Strategic Plan 2011-2015. BPK Strategic
Planning stated that every audit unit has to
conduct a performance audit. The focus is on
government entities that provide services to
the general public, such as Education De-
partment and Health Department. However,
the BPK Strategic Planning did not specifi-
cally state the performance audit topic. Thus,
the audit topic selected by the audit unit was
very diverse even though there was a general
audit theme in Strategic Plan. The topic was
chosen by Board Members and senior mana-
gement, usually related to government pro-
grams, prioritizing several important topics
such as education, health, public infrastruc-
ture, and social security system. In this peri-
od, BPK tries to formulate a report that sum-
marizes the audit report results from 2009 to
2014. However, audit conclusions at the na-
tional level could not be formulated due to
limited audit scope. Therefore, the govern-
ment’s performance in executing the Go-
vernment’s Medium-Term National Deve-
lopment Plan (Rencana Pembangunan
Jangka Menengah Nasional, RPJMN) cannot
be evaluated.
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From 2016 to 2020, performance audits
were directed to monitor the Government’s
Medium-Term National Development Plan
2016-2020. BPK Strategic Plan 2016-2020
contains focus or themes of performance au-
dit for the next five years. Thus BPK started
to conduct the thematic performance audit,
which audit was focused on a particular
theme. BPK created a technical team, a cen-
tralized coordination unit, and a Working
Group to assist thematic performance audit
teams that usually including auditors from
the head office and regional offices. The the-
matic audit aims to formulate a conclusion
on the implementation of government pro-
grams for five years period. In addition, the
thematic audit is expected to provide insight
into public financial management (Pramono,
2016). Hence, performance audit coverage
should be sufficient, and BPK used a statisti-
cal method to generalize the audit results at
the national level.

Performance Audit Development: New
Experiences and Trend Ahead

In recent years, BPK has participated in se-
veral international performance audit events.
First, BPK was actively involved in the IDI
(INTOSAI Development Initiative) - ASOSAI
(Asian Organization of Supreme Audit Insti-
tutions) 31st Cooperative Performance Audit
of Disaster Management 2016. Second, BPK
was also involved in IDI — INTOSAI Cooper-
ative Performance Audit of Preparedness for
the Implementation of Sustainable Develop-
ment Goals 2017. Third, BPK was also in-
volved in IAEA (International Atomic Energy
Agency) Performance Audit on Management
of Spent Fuel from Nuclear Power Reactors,
Radio-Isotope Applications for Hydrology,
Safeguards Analytical Services, and Tech-
nical Cooperation Program 2017. Recently,
BPK conducted an audit on International
Maritime Organization (IMO) in 2021 (BPK
terpilih jadi, 2019), especially in World
Maritime University and International Mari-

time Law Institute. These international audit
experiences are fruitful to BPK, especially
the TAFA audit. Because IAEA audits com-
bine both financial and performance audits
in a single long-form audit report (LFAR),
this type of audit brings new practice to BPK
(BPK perbanyak pemeriksaan, 2021). Cur-
rently, BPK tries to introduce LFAR in local
government audits.

Another new development is related to the
audit of the COVID-19 Pandemic. It is an
extensive audit scale because BPK employs
financial, performance, and compliance au-
dits simultaneously, and the audit's scope
covers both central and local governments'
responses to the COVID-19 Pandemic. In
this audit, the concept of combine audit, in-
tegrated audit, and comprehensive audit is
introduced. Furthermore, the BPK is also
introducing recommendations at the public
policy level derived from performance audit
results, such as managing the National
Health Insurance Programme (2020) and
Special Autonomy Fund for Papua and West
Papua Province. BPK also tries to develop its
capability by introducing the usage of go-
vernance audit, big data analytics to support
the insight and foresight function of BPK.
These new developments require BPK to re-
spond appropriately by upgrading its perfor-
mance audit methodology and guidance.

The development of Performance Au-
dit Guidelines and Manuals

As part of the capacity development, BPK
develops performance audit manual and
performance audit guidelines. These perfor-
mance audit guidelines and manuals are re-
vised regularly to adapt to the new develop-
ment in the performance audit. The first
Performance Audit Guidance was intro-
duced in 2008. This performance audit
guideline is revised several times since per-
formance audit topics are getting more vari-
ous and complex.

Vol. 7, No. 1, 2021: 19-37

25



JURNAL TATA KELOLA DAN AKUNTABILITAS KEUANGAN NEGARA, Vol. 7, No. 1, 2021: 19-37

The need for new revised Performance Audit
Guidance was stronger in 2011 — 2015, since
higher complexity of audit topic and broader
audit coverage. Moreover, there was a need
to get audit conclusions on the national level
that needed statistical method guidance.
BPK introduced new Performance Audit
Guidance, Technical Guideline in Determin-
ing Key Audit Area, and Technical Guidelines
in Developing Audit Criteria in 2011. This
technical guideline was also completed with
Supplementary Guideline in Formulating
Audit Conclusion in 2015 and Technical
Guideline in Developing Performance Audit
Report in 2016. Furthermore, in 2019 BPK
has also released supplementary guidelines
of performance audit design. Recently, the
Performance Audit Guidance was revised in
2020. Figure 2 describes the structure of au-
dit standards and performance audit guide-
lines in BPK.

Performance Audit Guidelines (2008)

The first performance audit guideline deve-
loped by BPK is Performance Audit Guide-
lines 2008. Before these performance audit
guidelines were developed, the performance
auditors used international performance au-
dit guidelines to conduct the audit. The 2008
Performance Audit Guideline substance in-

cludes an overview of Performance Audit,
guidelines for planning, conducting, and re-
porting audits. The audit methods intro-
duced in this guidance are data finding and
data testing. The overview of the 2008 Per-
formance Audit Guideline is shown in Ap-
pendix 1. Based on peer review in 2009, the
Netherlands Court of Audit concluded that
BPK Performance Audit Guideline had com-
plied with INTOSAI and ASOSALI guidelines.
This guidance has also provided auditors
with a clear concept of performance audit
(3E’s with examples) and its objectives, and
basic competency of auditor needed. This
guidance also guides the auditor to step the
performance audit process from planning to
reporting stage, explaining its relationship
between many activities, and documenting
the process to get the finding, conclusions,
and recommendations. This guidance was
used as a quality control measurement. BPK
revised this guidance in 2011 to make the
performance audit guidelines comply with
international audit standards.

Performance audit guidelines/techni-
cal audit guideline (2011)

The 2011 Performance Audit Guidelines were
introduced to revise several weaknesses of
the 2008 Performance Audit Guidelines.

_' State Finance Auditing Standards (SPKN) 2007, 2017 -last version
I

Other Audit
\ Guidelines |

Performance Audit
Guideline (2008, 2011,
and 2020-last revision)

in Determining Key
Area (2011)

[ Technical Guideline [Technical Guideline in

Developing Audit
Criteria (2011)

Technical Guideline in

Developing Performance
Audit Report (2016)

Supplementary guideline in
formulating audit conclusion
(2015), 2020revision

—

Supplementary guideline
of performance audit <
design (2019)

Figure 2. The Structure of Audit Standard and Performance Audit Guidelines in BPK

26



ASSESSING THE DEVELOPMENT OF PERFORMANCE AUDIT...

Nico Andrianto, Iwan P. Sudjali, R. Luki Karunia

This guideline referred to international audit
standards, with several adjustments to com-
ply with national regulations. The 2011 Per-
formance Audit Guideline substance still in-
cludes an overview of Performance Audit,
guidelines for planning, conducting, and re-
porting audits but in a more detailed and
comprehensive manner. There are two ap-
proaches introduced in these new guidelines,
namely process and result performance audit
approach. However, the process approach us-
ing Good Management Model was more pop-
ular than the results approach. In addition to
these audit guidelines, there are also two tech-
nical guidance, namely Technical Guidance
for Key Area Selection and Technical Guid-
ance for Developing Performance Audit Crite-
ria. The overview of the 2011 Performance Au-
dit Guideline is shown in Appendix 2.

Supplementary guideline or technical
guidelines (2015 - 2019)

During 2015-2019, three new technical guide-
lines were introduced to complete guidance at

the technical level. The technical guidelines
were Supplementary Guideline in Formu-
lating Audit Conclusion (2015), Technical
Guideline in Developing Performance Audit
Report (2016), and Supplementary Guide-
line of Performance Audit Design (2019).
The overview of each technical guideline is
shown in Table 1.

Supplementary Guideline in Formulating
Audit Conclusion introduced variables to
determine performance audit conclusion,
the conclusion of performance audit meth-
od in many SAT’s with examples, direct and
indirect conclusions. The quantitative ap-
proach is also explained in formulating a
conclusion with many examples; descriptive
statistics, inferential statistics, Analytical
Hierarchy Process (AHP), weighting/scor-
ing with many scales, qualitative approach,
cause and effect relationship, and fishbone
diagram. This guidance also guides how to
present a performance audit conclusion as
part of the executive summary, audit result,
and special chapter. It is also presented ex-

Table 1. Supplementary Guideline/Technical Guidelines (2015 - 2019)

Name of Guidance/ Tech-
nical Guidance

Content/Substance

Supplementary Guideline in
Preliminary;
Theoretical basis;
Conclusions in Audit;

Formulating Audit Conclu-
sion (2015)

Formulation of Conclusions;

Conclusion Presentation.

The substance of the guidance, are:

Technical Guideline in De-
veloping Performance Audit
Report (2016)

Executive Summary;
Preface/Introduction;
Profile of audit objective;
Audit result;

The minimum contain of Performance Audit Report in BPK are:

Conclusions and recommendations;

Appendix, annex, supplements.

Supplementary Guideline of
Performance Audit Design Preface/Introduction;

(2019)

The substance of the guidance, are:

Overview of Performance Audit Design;

Performance Audit Design with the Audit Objective on Economic and Efficiency Aspects;
Design of Performance Audit with the Audit Objective on the Aspects of Effectiveness;

Closing and Conclusion.

Source: BPK RI (2015, 2016, 2019)
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amples of responses from the audited entity/
es.

The Technical Guideline in Developing Per-
formance Audit Report explained the mini-
mum content of Performance Audit Report
in BPK. The guidelines give more flexibility
in reporting performance audit results - dif-
ferent with financial audit report format,
more alternatives of format, more flowing
and avoid blocking system, presentation of
table and graphic, also not providing
“template” but minimum elements of the re-
port. The guidelines also give many examples
of the part of performance audit reports to
broaden the auditor's perspective. While
Supplementary Guideline of Performance
Audit Design introduces examples of perfor-
mance audit designs, namely the process/
system approach, the problem approach, the
results approach, and the mixed approach.
The approaches presented are combined
with aspects of the economy, efficiency, and
effectiveness with many examples.

Performance audit guidance (2020)

In 2020, the Indonesian style of the fully
adapted international standard introduced
the new revision of performance audit guid-
ance. The overview of the 2020 Performance
Audit Guideline is shown in Appendix 3. This
guidelines substance includes an overview of
performance audit, defining performance
audit topic, guidelines for planning, conduct-
ing, and reporting audit also follows up mo-
nitoring audit. The 2020 Performance Audit
Guideline introduced direct reporting en-
gagement, strategic planning, the concept of
significance/materiality, and sampling tech-
niques using probability or nonprobability
sampling. It is also introduced data analysis
using quantitative and qualitative methods.

The revision of the previous performance
audit guidance is also introduced problem
approach, the audit design matrix, audit

finding matrix, risk aspect in the perfor-
mance audit, auditor competence, communi-
cation in audit, and follow-up audit. In re-
sponse to the audit of the COVID-19 pan-
demic, BPK has also been released Technical
guidance on performance audit in emergency
period (2020) and revision of Supplemen-
tary Guideline in Formulating Audit Conclu-
sion (2020) with many implementable ex-
amples.

The Performance Audit Methods

Before 2010, all of the performance audits
have been conducted are individual audits.
The topic of the individual audit varies from
local government, state-owned enterprises,
local hospitals, water producers until minis-
terial program and project at the national
level. However, in 2010-2015 and 2016-
2020, there is a tendency of introducing
“thematic” performance audit in BPK. This
process is alongside the process of assisting
the implementation of the RPJMN. As a con-
sequence, the percentage of thematic audit is
increasing dramatically, reaching 72,66% in
2018. Furthermore, from the data found in
2018, 97% audit objective conducted by BPK
is effectiveness, and the rest is related to
economy and efficiency.

In terms of methods used, the evidence-
gathering technique employed by BPK slight-
ly changes in response to the changing audit
process and the problem the auditors face.
Appendix 4 summarizes the methods used
by BPK during 2016-2020. Appendix 4 de-
picts the performance audit methods used,
alongside the data analysis methods. Inter-
views, observation, survey/questionnaires,
and document examination are the most
common data gathering methods. This find-
ing is similar to previous studies that found
interviews, observation, survey/question-
naires, and document examination as the
core of performance audit methods
(Lonsdale, 2000, 2011). It is interesting to
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examine the development in performance
audit methods during this period. Review of
the electronic database increases from 10
audits in 2016 to 61 audits in 2018, then de-
clines to 8 audits in 2020. A similar pattern
was also observed for the walkthrough. Pan-
demic COVID-19 might explain the decrease
of the walkthrough, but further investigation
is needed to find the cause of the decrease in
the usage of review of the electronic data-
base.

Overall, root cause analysis (RCA) is the
most popular qualitative data analysis, while
the analytical hierarchy process (AHP) is the
most popular quantitative data analysis. It is
not surprising that RCA is popular because
performance auditors need to identify the
root causes of a problem. Based on this root
cause identification, the performance audi-
tors can formulate audit recommendations.
AHP is used to draw a conclusion. This
method is unique for BPK because it is not
used by others SAIs. AHP is introduced by
several auditors that just completed master's
and doctoral educations.

The historical review reveals that the emer-
gence of the performance audit is mainly due
to the intense attention to the public sector,
the restructuration of the major public sec-
tor, SAI-led initiatives, similar developments
in other countries, the initiative of the ruling
government, and the presence of mandates
to conduct this type of audit (Manaf &
Athirah, 2010). Furthermore, a performance
audit is an essential tool for achieving ac-
countability and transparency and promot-
ing efficiency and effectiveness (Leeuw, 2011,
in Lonsdale, 2011).

While performance audit was implemented
in developed countries since the 1970s fol-
lowing new public management, perfor-
mance audit is not formally recognized in
Indonesia until 2006. The performance audit
was formally introduced in Indonesia after

Indonesian public financial management
was reformed. Indonesia made major re-
forms and implemented new public financial
management by introducing decentraliza-
tion, result-based management, performance
-based payment (Brinkerhoff & Wetterberg,
2013), and improving financial transparency
and accountability by introducing accrual
accounting (Mir & Sutiyono, 2013). The de-
velopment of performance audits in BPK is
driven by the adoption of public financial
management and the introduction of the new
law that strengthening the role of BPK as a
supreme audit institution (Parker et al.,
2018; Pollitt et al., 1999). Thus, the develop-
ment of performance audits in BPK is similar
to developing performance audits in deve-
loped countries.

Initially, BPK did not have sufficient person-
nel with good knowledge and skills to con-
duct performance audits. However, this
study finds that the current audit methods
employed by BPK are relatively similar to
performance audit methods employed by
other SAIs. BPK takes several steps to devel-
op performance audit capacity by entering
into bilateral cooperation with other SAIs
and sending its auditors to study abroad.
BPK receives assistance from ANAO to de-
velop performance audit capacity. BPK also
sends its auditors to the USA, Australia, New
Zealand, The Netherland, Malaysia, and
South Africa to study performance audit
practice through secondment and short
courses. In addition, the peer review process
also has a significant contribution to the de-
velopment of performance audits. Peer re-
viewers identify the weaknesses of perfor-
mance audits in BPK. The BPK’s Board
Members usually give a high priority to peer
review findings. These findings indicate that
the role of SAIs from developed countries
influences the development of performance
audits in BPK.
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The secondment programs conducted in se-
veral SAIs can improve auditors’ knowledge
and skills. Because BPK’s auditors are mostly
accountants, BPK provides scholarships to
its auditors to take master’s degrees in other
disciplines such as public policy, public ad-
ministration, environmental studies, and
others. BPK also recruits many non-
accountant auditors to bring diversity to the
educational background of its auditors. Per-
formance audit methodology is relatively
similar to scientific research. Therefore BPK
provides research methods training to most
of its auditors. The existing auditors are also
encouraged to acquire knowledge through
short courses or training from the interna-
tional community. Thus, the decision was
taken by BPK’s senior management to send
its auditors to take post-graduate degrees
also has an impact on the development of
performance audit in BPK.

CONCLUSION

From the discussion above, it can be con-
cluded that the development of the perfor-
mance audit in BPK is influenced by the im-
plementation of new state finance law and
the implementation of new public financial
management in Indonesia. The assistance by
several SAIs such as ANAO, GAO, and AOG
New Zealand also drive the development of
BPK’s performance audit. At the same time,
the peer-review process also accelerates the
development of performance audits in BPK.
Finally, secondment programs and short
courses also impact the development of
BPK’s performance audit capability.

The results of this study also indicate that
other SAIs and International Audit Stand-
ards influence the development of perfor-
mance audit methodology in BPK. Another
aspect that influences BPK's performance
audit methodology is the dynamics of the
government's medium-term planning and

the BPK's board member's focus. SMEs also
have an essential role in the development of
the BPK's performance audit guidelines. In
addition, it is also supported by secondary
aspects such as seminars, workshops, and
training accepted by BPK's auditor. BPK has
a plan to provide the government with fore-
sight about several scenarios and policy al-
ternatives. In order to give meaningful fore-
sight, BPK needs to improve its audit meth-
odology. Authors recommend BPK obtain
other knowledge and approaches such as
governance auditing, big data analytics, and
applying aspects of public policy to perfor-
mance audits.
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APPENDICES

Appendix 1. Performance Audit Guidelines (2008)

Name of Guideline/ Content/Substance
Technical Guideline

Performance Audit ® Overview of Performance Audit.
Guidelines (2008) ®  Audit planning:
= Audit planning;
=> Problem identification;
=> Determining key area;
= Determining object, objective, and audit scope;
—> Determining audit criteria; and
= Drafting audit program, and team member audit plan.
®  Conducting audit:
— Data testing;
—=> Drafting audit finding.
®  Reporting audit result:
—> Drafting of audit report.

The audit methods introduced in this guidance are:
1. Data finding:
® Short explanation of many sources of data.
® Method of data gathering: document review, interview/request of statement, question-
naire, and physical observation.
® Short explanation of validity and reliability of data.
2. Data testing:
® List of testing technique, such as interview, inspection, confirmation, analytical review
(ratio, trend, pattern), sampling, flow chart, and analytics (regression analysis, simula-
tion and modelling, analysis of qualitative data content) without any more explanation.
® Before using such testing evident technique, the auditor may consider:
—> The type and source of evidence; and
—> Time and cost of data testing.
® Comparing the result of evident testing with the audit criteria.
® |dentification of cause and effect of the gap found between condition and criteria.
® Possibility of cause — effect analysis in identifying cause and effect of the audit finding.

Source: BPK RI (2008)

Appendix 2. Performance Audit Guideline (revision - 2011), Technical guideline in Determining Key Area (2011),
and Technical Guideline in Developing Audit Criteria (2011).

Name of Guideline/ Content/Substance
Technical Guideline

Performance Audit ® Overview of Performance Audit.

Guidelines (2008) Definition and objective of performance audit;

The differences of PA, financial audit, and compliance audit;

3 E’s concept;

Performance audit standard;

The Basic requirement of performance auditor;

Method of performance audit guidelines;

Activities in performance audit;

Performance audit approaches that are process-based and result-based.

L R R
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Name of Guideline/
Technical Guideline

Content/Substance

Performance Audit o
Guidelines (2008)

Audit planning:

Activities in Audit planning;

Deciding potential audit topic;

Drafting preliminary audit program;
Understanding of the entity and problem identification;
Determining key area;

Determining objective and audit scope;
Determining audit criteria;

Drafting audit planning and detail audit program
Conducting performance audit:

—> Objective;

= Audit activities;

—> Data finding and data testing;

—> Drafting of audit finding;

—=> Documentation.

Reporting audit result:

—> Objective;

—> Activities in reporting audit result;

—> Drafting the audit report.

L R R

The new audit methods introduced in this guidance are:

1.

In part of understanding the entity, some steps can be used, such as:

a. Review the analysis results of potential topic selection, review of laws and regulations;
b. Standard Operational Procedure analysis;

c. Observation; and

d. Interview.
In parts of determining audit criteria, some methods can be used, such as:

a. Review of laws and regulations;

b. Identification of performance trend;

c. Information of criteria that can be coming from a scientific journal, internet sources, and

textbooks; and
d. Result of a questionnaire, interview, observation, and other methods of data gathering.

Technical guidelinein  Key Area: area/function/program/activity as the focus of the audit.

Determining Key Area @
(2011) L]

Determination of key areas enables utilization of audit resources efficiently and effectively.
This guidance includes factors considered in selecting a key area, namely:

—> Risk to management;

= Audit impact;

= Auditability;

= Significance of area

Technical Guidelinein @
Developing Audit
Criteria (2011)

Audit criteria present good practices, reasonable and attainable expectations of:

= what should be according to laws, regulations or objectives;

= what is expected, according to sound principles, scientific knowledge, and best practice; or
= what could be (given better conditions).

Criteria serve as:

—> communication basis both in the audit team and between audit team and entity’s
management.

= basis for designing audit procedures.

The new audit methods introduced in this guidance are sources of criteria from audited entities;
standards and indicators, best practice, scientific literature, benchmarking, opinion from expert/
consultant, a procedure in developing criteria, form of criteria, and communicating criteria with

audited entities.

Source: BPK RI (20114, 2011b, 2011c)
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Appendix 3. Performance Audit Guidance (revision - 2020)

Name of Guidance/

Technical Guidance

Content/Substance

Performance Audit
Guidance
(revision - 2020)

Overview of Performance Audit.

= Definition of performance audit;

= Objective and benefit of performance audit;

= 3 E’s concept;

= Main concepts of performance audit;

= Performance audit process;

Defining Performance Audit Topic:

= Relationship between audit topic determination with BPK’s strategic planning;
= Operational planning;

—> Potential topic identification;

—> Defining audit topic.

Performance audit planning:

=> Subject matter’s initial understanding and preparation of audit planning report;
= Drafting preliminary audit planning;

=> Conducting preliminary audit;

= Drafting the detail of audit planning.

Conducting performance audit:

= Evidence finding and analysis;

—> Drafting of audit finding;

= Audit finding.

Reporting audit result:

= Drafting the audit report;

—> Auditee response on finding and audit report finalization;
= Delivery of audit report;

= Documentation of audit report.

Follow-up monitoring of audit report:

—> Follow up of recommendations of audit report

Source: BPK RI (2020)

Appendix 4. Audit Methods used by BPK during 2016-2020

Methods 2016 2017 2018 2019 2020
Evidence Gathering Technique

Interviews 255 245 250 270 259
Observation 243 243 246 267 247
Survey/Questionnaires 243 222 234 174 192
Document Examination 243 243 249 268 256
Focus Group Discussion 97 143 13 127 163
Confirmation 74 96 172 233 231
Analysis (Analysis of Data/Result/Procedure) 9 15 167 99 182
Review of Secondary Data (Database electronic review) 10 45 61 59 8
Benchmarking 8 3 143 16 0
Walkthrough 5 2 86 82 11
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Methods 2016 2017 2018 2019 2020
Expert Opinion 1 1 45 2 104
Comparison 11 3 6 6 1
Review of System 5 1 5 0 0
Verification 1 5 1 0
Sample Examinations 241 258 244
Physical Examinations 80 76 3
Qualitative Data Analysis Methods
Content Analysis 117 53 0 0 1
Root Cause Analysis 23 11 117 114 102
Fishbone Analysis 7 4 1 4 7
Quantitative Data Analysis Methods
Trend Analysis 89 10 90 9 0
Statistic Descriptive 44 10 2 0 1
Analytical Hierarchy Process (AHP) 34 47 106 128 125
Data Envelopment Analysis (DEA) 1 0 1 0
Weighting/ Scoring 21 17 21
Regression 0 1 2
Number of Reports Examined 255 248 256 271 261

*Sample Reports were chosen for examination
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