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ABSTRACT

This study aims to propose the stages for determining an audit theme and examples of its application for Supreme Court Comptroller. This research is a qualitative research with descriptive analysis. We interviewed the auditors of the Comptroller and analyzed their planning data. The Comptroller has a duty to conduct the audit of 826 Courts, while The Comptroller has limited human recourses. Therefore, risk-based approach is needed for determining audit theme which fits the organization's needs. Risk-based approach is conducted by several steps. First, we determined potential themes for an organization. Second, we determined generic risk factors which fit with the organization and described criteria and the weighting for scoring each risk factors. Third, we decided formulation for risk combination. The highest score of potential themes will be chosen as performance audit theme. Based on these steps we find that court fee management will be the audit theme for current annual audit plan.
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1. Introduction
The Supreme Court provides judicial services in Indonesia. The core business of the Supreme Court is the completion of cases conducted by the courts. Supreme Court under Supreme Court Regulation No. 1 of 2017 has 826 courts throughout Indonesia. First-level courts amounted to 759 while the Court of Appeal comprised 67 courts.
In contrast to the number of audit objects, the Comptroller has a limited number of human resources for conducting performance audits on court units throughout Indonesia. Therefore, appropriate techniques are needed in the periodic audit planning, especially the determination of the audit theme that can make auditors work more effective and efficient.
Sarens et al (2012) conducted a study to determine the variables that affect the internal audit function. The study found a positive and significant relationship between the internal audit function and the use of a risk-based audit plan. The statement is also supported by research results Allegrini and D'Onza (2003), Burnaby and Hass (2009) and PwC (2009). Based on these studies, it can be concluded that the technique for determining the appropriate audit theme to be proposed to the Comptroller is risk-based audit plan.
This study aims to (1) propose the stages for determining an audit theme using risk-based audit method and (2) examples of its application for the Supreme Court Comptroller.
2. Literature Review 
2.1 Internal Audit
The Institute of Internal Auditors (2016) or IIA defines internal audit activity as a department, division, consultant team or another practitioner that provides independent, objective assurance and consulting services designed to add value and improve an organization’s operations. Internal audits also help the organization in achieving its objectives by carrying out a systematic and disciplined approach to evaluate and improve the effectiveness of governance, risk management, and control processes.
The role of internal audit in risk management is a partner for management to achieve organizational objectives. When the internal audit function and risk management are running well then it will be a tool in organizational risk mitigation (O'Reilly-Allen, 2011).
IPPF (2013) states internal audit activities should evaluate the effectiveness and contribute to improving the risk management process. The Role of Internal Auditing in Enterprise Wide Risk Management are (1) Reviewing the management of key risks; (2) Evaluating the reporting of key risks; (3) Evaluating risk management processes; (4) Giving assurance that risks are correctly evaluated; And (5) Giving assurance on the risk management process.
2.2 Risk-Based Audit
The Institute of Internal Auditors (2015) defines risk-based internal audit (RBIA) as:
"A methodology that links internal auditing to an organization's overall risk management framework. RBIA allows internal audit to provide assurance to the board that risk management processes, in relation to the risk appetite. "
According to The Institute of Internal Auditors (2015) stages of implementation of risk-based internal audit described as follows.
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Figure 1 The Stages of RBIA
Source: The Institute of Internal Auditors (2015)
To develop a periodic audit plan and individual audit assignment, Internal Auditor must first assess the organization's risk maturity. The result of the assessment is (1) Risk naïve, (2) Risk Aware; (3) Risk Defined; (4) Risk Managed; and (5) Risk Managed. Griffiths (2015) stated that if the organization’s assessment result is only risk aware or risk naïve, there is an unpleasant consequence that we can not implement RBIA in periodic audit planning. The main activity in the periodic audit planning is determination of the audit theme. 
According to the Indonesia's National Government Internal Auditor or BPKP (2016), based on the results of risk maturity levels, internal auditors can determine their activities on the annual plan by:
1) 	If the RML score is 4 or 5 (risk managed or risk enabled), internal auditors can use risk register organized by the organization;
2) 	If the RML score is 1, 2, or 3 (risk naïve, risk aware or risk defined), the auditor can use generic risk factors to design the annual audit plan or use a self-prepared risk register organized by the internal audit (by involving management or risk owner).
The Institute of Internal Auditors (2015) gives examples of generic risk factors for determining the priority of audit themes are:
1) 	Ethics and pressure to management to meet targets;
2) 	Competence, integrity, and sufficient number of employees;
3) 	Total assets, liquidity level, and transaction volume;
4) 	Economic and financial conditions;
5) 	Level of competition;
6) 	Complexity and activities fluctuation;
7) 	Impact on customers, suppliers and government regulations;
8) 	Level of computer based information systems;
9) 	Geographic location dispersion;
10) The last audit time and previous audit results, etc
These risk factors are in accordance with the conditions of the private organization. For the government sector, the UK Government in the United Kingdom Government Internal Audit Manual determines there are four appropriate risk factors for government organizations: materiality, control environment, sensitivity, and management concerns. The audit universe is then scored on four risk factors using a scale of 1-5 (from low risk to very high risk). Based on these results, we can see the priority of potential theme from the highest to lowest.
2.3 Performance Audit
Based on the Indonesia’s Government Internal Audit Standard (SAIPI), performance audit is an independent examination of duties and functions in government agency to assess whether the entity is achieving economic, efficiency, and effectiveness in the employment of available resources also the compliance with regulations. The emphasis on economy, efficiency, and effectiveness (3E) are also emphasized in the definition of performance audits stated in the Indonesian Government Audit Standard (SPKN). The SPKN states that the purpose of performance audit is for giving the conclusion of 3E aspect and recommendations for improving that aspect. This is different from the special audit which emphasizes only for giving a conclusion..
Lawi (2013) describes aspects of 3E as follows:
1) 	Economy is usually associated with the cost of obtaining resources. There are two economic principles that can be used: (a) obtaining a certain amount of resources at the lowest cost, and (b) obtaining resources in the maximum amount at a certain cost;
2) 	Efficiency is usually associated with the use of resources (in this case volume), eg the use of raw materials, the amount and time of labor compared to predetermined standards for obtaining certain outputs; and
3) Effectiveness includes the achievement of results (output) and benefits derived from the outcome (outcome). For example, a building construction project is said to have been effective if in terms of output according to the contract and effective from the outcome when it is really utilized.
Rai (2010) describes the benefits of performance audit are to improve performance and public accountability in the following ways:
1) Identify problems and alternatives to solve the problem;
2) Identify the actual cause (root cause, not just symptoms) of a problem that can be resolved by management policies or other actions;
3) Identify possible opportunities to address waste or inefficiency;
4) Identify criteria for assessing organizational achievement;
5) Evaluate the internal control system;
6) Provide communication channels between the operational and management ranks; and
7) Reporting "irregularities" in the sense of a performance audit can be a suggestion to convey to management any irregularities to be addressed immediately.
2.4 Periodic Audit Planning
Internal Audit Standard-2010 (IAS-2010) states that the chief audit executive must establish a risk-based plan to determine the priorities of the internal audit activity, consistent with the organization’s goals. To develop the risk-based plan, the chief audit executive consults with senior management and the board and obtains an understanding of the organization’s strategies, key business objectives, associated risks, and risk management processes. The chief audit executive must review and adjust the plan, as necessary, in response to changes in the organization’s business, risks, operations, programs, systems, and controls.
Table 1 Periodic Planning in Internal Audit Standard
	Steps
	Internal Audit Standard

	IAS 2010.A1
	The internal audit activity’s plan of engagements must be based on a documented risk assessment, undertaken at least annually. The input of senior management and the board must be considered in this process.

	IAS 2010.A2
	The chief audit executive must identify and consider the expectations of senior management, the board, and other stakeholders for internal audit opinions and other conclusions.


Source: The Institute of Internal Auditors (2016)

3. Research Methodology
This research is a descriptive qualitative research with case study method at Comptroller as the internal auditor in the Supreme Court of Indonesia. Qualitative research is a research method that uses an inductive approach and aims to gain an in-depth understanding of one's or group's experience. The case study itself was chosen because the study was initiated by real-life problems and requires direct involvement of the researcher to understand the problem. The object of this research is The Comptroller as the internal auditor within the Supreme Court of Indonesia.
Primary data sources used in this study are observation, open-ended questionnaire, and interview. Interviews related to the implementation of the Comptroller's audit planning shall be conducted with: (1) the Head of Sub Program Planning and Budgeting and (2) internal auditors in Supreme Court. Other data sources used are the internal documents of the Comptroller, consist of the planning documents and the Strategic Plan of the Supreme Court 2015-2019.
In order to determine the audit theme using a risk-based audit method, first, we analyze the implementation of risk management in the Supreme Court and also see the use of risk management by the Comptroller in audit planning. Then we determine potential themes of performance audit in the Supreme Court. Third, we determine the appropriate generic risk factors. Fourth, we determine the criteria and weights for each generic risk factors. The last, we determined formulations that combine all the generic risk factors include risk index score for each range. Finally, we choose an audit theme based on priority.
4. Results and Discussion
The Supreme Court has not implemented Risk Management adequately. This is disclosed in the results of maturity assessment conducted by BPKP in 2016 where the components of risk identification and risk assessment scored 1 and 2 (of scale 5). Under these results, the internal auditor can not use the existing risk register (as the requirement in RBIA implementation), so we needed another way to determine the annual audit plan especially in determining the audit theme.
IIA (2014) states that for organizations that do not have a reliable risk register, their audit planning is done by using alternative frameworks, such as business units or key business processes. BPKP (2016) states that under an organization's low-risk maturity level, the approach of the periodic audit plan can use risk factors. Internal Audit Community of Practice (2014) explains that in organizations that have not implemented risk management, internal auditors use generic risk factors and criteria for each of these risk factors.

4.1 Stages of Determining Performance Audit Theme using Risk-based Audit Method
IIA and the Indonesia’s Government Internal Auditors Association have not yet determined specifically the risk factors relevant to government entities. Based on the analysis of interview and audit planning data, the guidance for determining the audit theme in this paper using United Kingdom Government Internal Audit Manual. It is adjusted to the needs of the Comptroller, especially in terms of weighting. The UK Government in the United Kingdom Government Internal Audit Manual mentions four risk factors that can be used for the public sector: (1) materiality, (2) control environment, (3) sensitivity, and (4) management concerns. This risk factor is relevant to the government sector in Indonesia, so it can be used by the Supreme Court in scoring potential audit theme.
Table 2 Description of Each Risk Factors
	Element
	Description

	Materiality
	The volume of financial activity covered by an auditable object is a key risk factor. High-risk audit objects that use a very small part of the budget may be of less priority for audit

	Control environment
	The control environment is sometimes referred to as the “tone at the top”. A strong control environment is less susceptible to fraud and error. In a strong control environment there are: clear objectives, organisational roles & responsibilities, clear ethical standards of behaviour, strong governance arrangements, and effective people management policies and practices. A weak control environment is more susceptible to fraud an error.

	Sensitivity
	Some areas will have a higher media profile where problems can generate a high level of risk to the reputation of the organisation as a whole.

	Management concerns
	Influence of activities for the achievement of organizational goals


Source: Internal Audit Community of Practice (2014)
Risk factors are scored from a scale of 1-5. The scoring criteria for each risk factor are as follows.
Table 3 Scoring Criteria for Each Risk Faktors
	Element
	Description
	Score

	Materiality
	X = Expenditure amount in a fiscal year

	
	X ≤ 1% of realization of goods expenditure of the year
	0

	
	1 % < X ≤ 15% of realization of goods expenditure of the year
	1

	
	15% < X ≤ 25% of realization of goods expenditure of the year
	2

	
	25% < X ≤ 35% of realization of goods expenditure of the year
	3

	
	35% < X ≤ 50% of realization of goods expenditure of the year
	4

	
	X > 50% of realization of goods expenditure of the year
	5

	Control environment
	Well controlled system with little risk of fraud or error
	0

	
	Reasonably well controlled system with some risks of fraud or error
	3

	
	System with history of poor control with high risk of fraud or error
	5

	Sensitivity
	Minimal external profile to the system
	0

	
	Potential for some external embarrassment if the system is not effective
	3

	
	Major public relations or legal problems is the system is not effective
	5

	Management concerns
	System with low profile across the organisation that has little impact on the achievement of business objectives
	0

	
	System with medium profile across the organisation that has medium impact on the achievement of business objectives
	3

	
	System with high profile in recent past with a number of concerns for management due to recurrent failures
	5



Furthermore, each of the risk factor is given the composition (weighting) with judgment based on the significance of each risk factor carried out by discussion about the conditions in the Supreme Court.
Table 4 Weighting Risk Factors
	Element
	Weighting

	Materiality
	3

	Control environment
	2

	Sensitivity
	2

	Management concerns
	4


The factor score and weightings are then combined into a formula, which can be used to calculate the risk index.
Risk Index = (A x 3) + (B x 2) + (C x 2) + (D x 4)
The formula is then applied to each activity and categorized as follows:
Table 5 Category of Risk Index Score
	Risk Index Score
	Risk/Priority

	Over 49
	High

	30 - 49
	Medium

	Below 30
	Low



The scoring system on potential audit themes yields exact numbers. These can add to the accuracy level of the assessment process. It is also important to realize that risk factors are assessed by judgment and are not absolute.

4.2 Example of Performance Audit Theme Selection Using Risk-Based Audit Method
Steps to determine the audit theme on the annual audit plan based on the audit universe. Then the auditor identifies the risks inside the audit universe (BPKP, 2010). The identification of audit universe according to BPKP (2010) is conducted by taking into account several criteria: (1) Supporting the organization's goals, mission, and vision; (2) Has significant influence (materiality); (3) Audits and controls should be developed; and (4) Managed fund is quite significant. The sources of information used are organizational structure, strategic plan, state budget, and discussion result with organizational management. Based on discussion and analysis of the strategic plan we get five potential themes for performance audit.
1. Completion of Cassation and Review Cases
2. Completion of Appeal Level Cases
3. Completion of First Level Cases
4. Asset Management
5. Court Fee Management
Furthermore, potential topics are scored to select the performance audit theme. 

Table 6 Scoring Result 
	No
	Potential Theme
	Materiality
	Control environment
	Sensitivity
	Management concerns
	Score

	1
	Completion of Cassation and Review Cases
	3
	3
	5
	5
	45

	2
	Completion of Appeal Level Cases
	2
	2
	5
	3
	32

	3
	Completion of First Level Cases
	5
	4
	5
	5
	53

	4
	Asset Management
	5
	2
	3
	4
	41

	5
	Court Fee Management
	5
	5
	5
	5
	55



4.2.1 Materiality. Supreme Court Budget 2015 is allocated to eight programs with the following details:
	No
	Program
	Budget (IDR)

	1
	Support for the Management and Implementation of Other Technical Tasks of the Supreme Court
	7.097.825.273.000

	2
	Repairment of facilities and infrastructure of Supreme Court officials
	973.863.750.000

	3
	Completion of the Supreme Court case
	164.772.400.000

	4
	Improvement of General Courts Management
	121.619.500.000

	5
	Improvement of Religious Courts Management
	75.039.500.000

	6
	Improvement of Military Justice Management and State Administration
	23.249.700.000

	7
	Education and Training of Supreme Court Staffs
	89.555.200.000

	8
	Supervision and Improvement of Supreme Court Staff Accountability
	30.072.600.000


Source : Supreme Court Annual Report 2015
Completion of cases can be seen its financial materiality based on budgeted costs to complete the case within one year. In addition to the budget, the scores of materiality related to the completion of cases and the number of cases. 
Potential Theme Number 1 (Table 6) has a budget worth IDR164.772.400.000,00 with the number of cases of 14,452 cases. Potential Themes Number 2 and 3 have a budget of IDR219,908,700,000.00 (Programs 4, 5 and 6 in Table 7). The number of cases in the appellate court is 23,030 cases and the number of cases in the first level court is 4,518,618 cases. Potential Theme Number 4, valued at Supreme Court's fixed asset in 2015 is IDR10,930,569,743,937.00. The potential theme number 5 is valued at the court fee used by a court for litigation process in 2015 amounting to IDR118,465,699,317.94. Based on the description, the most material potential topics to be audited are Completion of First Level Cases, Asset Management, and Court Fee Management

4.2.2 Control environment. The determination of scores on the control environment is done by looking for clear objectives, roles and responsibilities, clear ethical standards, good governance arrangements, and effective human resource management policies and practices (IACoP, 2014). The process of case completion already has adequate arrangements and governance because it is regulated in legislation. Ethical standards for the parties involved (judges, clerk, bailiffs) are arranged and there is tiered supervision of the courts on the upper levels. However, especially for cassation court activities, an audit has never been conducted by the Comptroller. The amount of fraud at the appeals and cassation level is relatively small, compared with the fraud of the case completion in the first level courts based on disciplinary sanction data. This is supported by the Supreme Audit Agency findings and the Comptroller findings which the majority of their findings are on the case completion at the first level courts.
The management of fixed assets in the Supreme Court already has a regulatory mechanism. However, based on the findings of the Supreme Audit Agency and the Comptroller, there are still many problems in the management of fixed assets in the Supreme Court. The issue of fixed asset management in Audit Report 2016 is in the form of fixed assets with unclear existence, unrecorded assets, and so on.
The management of court fee in the Supreme Court already has the arrangement of the implementation mechanism, but it has not covered the whole process. Court fee management among courts also varies, depending on the policy of their respective leaders. Therefore, the most potential topic to be audited based on its control environment is the court fee management.

4.2.3 Sensitivity. The case completion in all levels of justice is the core business of Supreme Court and is still in the public spotlight. The existence of fraud and failure in the handling of the cases will affect the reputation of the Supreme Court in public.

Asset management in the Supreme Court is also under public scrutiny, but not as high as the case completion issue. The public spotlight is on asset management in the First Level Court, as it provides direct service to the public. The condition of the waiting room, courtroom, mediation room, building security and the feasibility of the room of prisoner are the things that public pay attention to. However, for the appeal and cassation level, the asset problem is not getting the public's attention because it does not provide services directly to the public.
The court fee management gets the public spotlight because it is money paid directly by the litigants. Its use can be straightforward without passing the budget mechanism of the country. When the court fee is discharged before the trial is finished, the first level court will request additional fees to the litigants as an applicant. When the case is finished, the remaining balance of court fee will be returned to the litigant. Therefore, in terms of sensitivity, the most potential topics to be audited are the management of court fees and the completion of cases at all levels of the judiciary.

 4.2.4 Management concerns. Under the strategic plan of 2015-2019, the Supreme Court clarifies the organization's goals and how to achieve them. One of the strategic objectives of the Supreme Court is the simplification of the cases handling process where one of the indicators is the time to complete the case. The policy directions emphasize improvement in cassation level court and first level court, since the number of remaining cases at the two levels of the judiciary.
One of the strategic objectives of the Supreme Court is the increased of accountability of judicial management, which the policy is defined as the management of asset in the Supreme Court. Assets must be managed accountably, effectively and efficiently to achieve the objectives of the Supreme Court
One of the strategic objectives of the Supreme Court is a definite, transparent and accountable judicial process which one of its policies is a simple and inexpensive litigation process. The court fee is expected to be more efficient to achieve the objectives of the Supreme Court. Therefore, in terms of management concerns, the most potential topics to be audited are the completion of the case at the cassation level and the first level, asset management, and court fee management.
Based on the above description, the theme of performance audit proposed in the annual plan is the court fee management.

6. Conclusion
Based on this research it can be concluded that the Comptroller must determine the generic risk factor since Supreme Court don't have adequate risk register. The Comptroller also determine the criteria for each factor. Based on the results of interviews with the internal auditors, we determined that the most suitable risk factors for the Supreme Court environment were generic risk factors in the United Kingdom Government Internal Audit Manual. Risk factors are then adjusted to the needs of the Comptroller, especially in terms of weight among risk factors (weighting). Furthermore, the internal auditor identifies several potential themes from the Supreme Court's strategic plan of 2015-2019. Finally, scoring on some of these potential themes leads to the conclusion that the most priority audit theme is court fee management. The recommendation from this research is that the Comptroller of Supreme Court can use and develop our proposed theme selection method.
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