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Abstract
Risk Based Internal Audit (RBIA) based on cultuess lbeen implemented lhymbaga Perkreditan Desa (LPD)
to minimize risks that occur in the management BDL and created the synergy of leadership and gispmer
and risk management that conducted by LPD ChairBaard of Supervisors, arifajuru of Desa Adat Pecatu.
LPD is an indigenous community-based financialiinsbn that has perceived benefits for rural comities in
particular, in the context of the development afigbeconomy. The sample in this study is LPCDesa Adat
Pecatu in Badung District which already hasig-Awig and Peraremon its own in the management of its
business and has articulated risk management iitiplithis study showed that governance of LPBsa Adat
Pecatu has implemented its role and responsikilifeBoard of Supervisors of LPD as an internalitaudn
carrying out the supervision and control of the ibess involving the risk management to maximize
performanceTri Hita Karana andCatur Purusha Artha, as an element of culture becomes the operatlmst
in the management of business risks of LIP&a Adat Pecatu. This is confirmed by the presencéwig-Awig
andPararem of Desa Adat Pecatu as the basis for managing the riskbasedlture.

Keywords: LPD, Risk Based Internal Audit Based on Cultune,Hita Karana andCatur Purusha Artha

1. Introduction

Lembaga Perkreditan Desa’ (LPD) is an indigenous community-based finanaiatitutions that have perceived
benefits for rural communities in particular, iretbontext of the development of social economy. Wstndies
examine the LPD, which would suggest that the L®Bri object that is unique and relevant to theelargrent
good corporate governance and fit. Correspondirthly,paradigm in an effort to improve public accesshe
funds necessary to do productive economy intemkifiehis effort is called the primary goal of findalc
inclusion with no any side untouched by the finahsector. No one is denied the petition, when iregy
financial services both in rural and urban areasd(Tis a fundamental right of every individual.

Financial inclusion has been and is being condubjethe LPD due the broad coverage that covers stlthe
entire Pakraman or traditional village with a relatively good ass#ility. Table 1 and Table 2 shown LPD
profile across the province of Bali from 1999 u@” June 2013. From Table 1 and Table 2, can be ewulai
that within five years, all indicators grew above taverage of 500%. Developments are fantastiecesfy
asset growth occurred between the period of 198305, the period when the economic crisis is gtihg on.
Loan portfolio compared with deposit is 88%. LPDhtioues to grow, proving that these institutiongéhéhe
endurance and stamina to survive while providimgad contribution to the spirit of development dhd welfare
of the community in Bali.

! Based on Bali Provincial Regulation No. 8 of 20D8mbaga Perkreditan Desa (LPD) is a village-owned financial business
entity conducting business activities in the vilaand for the residents of the village.
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Figure 3. LPD Growth 1999 - Juni 2013
Source: PLPDP Bali (2013)

Details of the distribution of LPD per district/zitan be seen in Table 1. Table 1 shows that fafricts and
one city (Jembrana, Badung, Karangasem, Buleleddommpasar) all their traditional village have LRBeans
the scope of capital to total population is faieréentage of LPD compared with the numbeDesa Adat
reached 97%, a position that is very good of adisitigs The total assets of the entire LPD of BRliovince per
June 30, 2013 was 9.477 trillion rupiah, a vergdanumber but with a greater risk of default. Tfene a great
asset became one justification for lifting the LB®an object of scientific study because therebig aisk there.
Connected with LPD, then the self-assurance anfpsatection is an important area for LPD to manage
themselves in the perspective of indigenous vathas flexible with business advancement and fithwihe
social environmental, cultural and legal turbulence

191



Journal of Economics and Sustainable Development www.iiste.org
ISSN 2222-1700 (Paper) ISSN 2222-2855 (Online) 5-'—.i.l
Vol.8, No.18, 2017 IIS E

Table 1. Total LPD per District/City and Its Asset

District/City Total Total Desa Adat / Pakraman | Total Asset
LPD Village (in thousand rupiah)

1. Jembrana 64 64 242.882.039
2. Tabanan 345 307 737.954.335
3. Badung 122 122 3.762.010.229
4. Gianyar 269 278 1.745.333.434
5. Klungkung 107 108 317.969.269
6. Bangli 158 160 415.360.062
7. Karangasem 190 190 458.147.992
8. Buleleng 166 166 888.047.381
9. Denpasar 35 35 909.412.400
Total 1.418 1.468 9.477.117.141

Source: PLPDP Bali (2013)

Accordingly, these based on custom financial motatsthe power of synergy community relied on twimjue
pillars, namely ownership of thBesa Adat* and ‘bebanjaran® decision-making models — not one man one
vote. However, the development of financial inabusLPD is not advancing everything individually. éra is
also a less encouraging or ill conditions due temginagement and mismanagement.

Ideally LPD attendance is expected as a model featmg a productive economic environment in oraer
fulfilling the needs of rural community funds in @ty alleviation. LPD Models in poverty alleviatigplay
upstream, in the sense if the access to commumitip#al is served by financial inclusion, then thesiness
activities of life can be fulfilled - have the phasing power and small businesses can run on pladss
proportional. Poverty indicator from LPD is the glus that returned to the memberdaka Adat in the form of
distributions or allocations, appropriate with thdes laid down in the area. LPD’s ROA (ratio betwenet
income and managed assets) should have an effepbwerty reduction with the assumption that portain
outstanding loans is more to the productive sectors

Constructive relationship between the financiat@eand the real sector in terms of any nominaleadf X
rupiah, equivalent to strengthening the real seict@rder to increase people's purchasing powee. drbgress
of the financial sector will not have any meanimgl @o not reflect sustainability if there are illot of poverty
and poor people. Results of research conductedubytsha and Ariyanto (2009) ROA (Return on Assefs)
LPD negatively affect the poverty reduction, whicteans any increase in ROA has implications for pggve
reduction. LPD has a basis in the distribution ef imcome that is Regional Regulation No. 8 of 200@w
Regional Regulation No. 4 of 2012). With the conipos of 60% of capital reserves, 20% of constructfunds
for pakraman village, 10% production services, fund developmenpervision and protection of 5%, and 5%
social fund. From that percentage seems mosthyn#béncome returned to pakraman village in the arhof
85% as capital reserve, development fund for pasirawillage, and social funds. The earnings of LRDndt
run to people to people or wealth of distributiantae form of dividends, everything will go backtte Desa
Adat. LPD’s gains did not set on the basis of the staryehen there is a claim on it.

Seeing the development of LPD assets that so thegeit required good governance. These statermefiest

on the phenomenon of at least three factors thhteimce the success of financial institutions idahg LPD,
namely risk management, governance, and interndit dunctions (Suartana, 2009). These three factmes
integrated in practice and located on the samegysRisk management concerns how LPD manage rigk an
mitigation actions, governance concerning how LPRintin a healthy relationship witprajuru® and
management model obebanjaran economic system that reliably and characterizedtk lof financial
accountability through thBaruman® media, the validity and reliability of accountistatements, the absence of
excessive intervention from the representativethefowners and clear compensation system. Audittifum
acted by LPD regulatory agency also undergonetinisthalization, but collided with capability issue

! Desa adat is a traditional institution that emkediocial, cultural and religious activities froommmunities in Bali.
2 Bebanjaran is a community-based social systenctratists of people with their rights and dutiepeesively.

3 Prajuru is the board of the indigenous villagéesq adat).

4 Paruman is a meeting that held in the traditisfilge, involving all members of the traditionallage concerned.
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Surveillance against the business risks such asgkef credit is one of important dimension irs@ssing the
health of a microfinance institution (Astawa et.a(12). Lembaga Perkreditan Desa (LPD) as a form of
Balinese microfinance institutions also requiresuitable supervision of inherent risks. LPD is maficial
institution owned by pakraman village/traditiondlage that has grown, and give social benefitenemic and
culture to its members, so that needs to be nuitamne given internal controls efficiently and effeely.

2. Literatureand Previous Resear ch Findings

Risk assessment is the identification, analysid, management of risks relevant to the preparatfdimancial
statements or the other reports that presentelyf fscordance with generally acceptable accourpimgciples

in Indonesia or accounting standards applicablghan LPD. LPD risk assessment not only involves the
observance of reporting methods, but more broaolgicthe business risks faced by the LPD. Intensorérol
efforts conducted since LPD always face a variétysis that is basically everything that hinddre goals and
inflict potential losses. Risk not only includesadd in financial reporting but more far reachingoirthe
operational area. The cause and source of ristlistic and diverse, but a single result that igidental to the
LPD. LPD can make a business plan, programs, @recto address specific risks or it could justegdahe risk

as long as after passing through an analysis afftiemnd costs.

Based on the Committee of Sponsoring Organizaté®30) company risk management is part of the
determination of the strategy. At the time of fotating the strategy LPD, managers analyze alteraati
strategies and identifying those events that tbrettie achievement. When the risks inherent in altehnative
strategies are identified and placed on the majskfthen the alternatives can be evaluated basdtie ability

of LPD and how to unite with LPD risk appetite. Bhithe formulation of the strategy can be improwith
PRP because the risks are identified and altematirategies assessed by the company's risk apgaetiturn,
the absence of a well-articulated strategy willssathe foundation for implementing company risk aggament
become inadequate.

Koentjaraningrat (1993) mentions that the manitemtaof culture as a system has elements/subsystems
mindset/concepts/values, social subsystems, anfhcéstmaterial subsystemdri Hita Karana containing
elementsParhyangan (harmonious relationship between man and God Aitglg Pawongan (harmonious
relationship between man and man), dPa@lemahan (harmonious relationship between humans and the
environment) is essentially analogous to the celgystem. In relation to culture, it can be saat Barhyangan
analogous to sushsistem mindset/concept/vaagpongan analogous to the social subsystem &atbmahan
analogous to the artifact/material subsystem.

According to Johnstone and Bedard (2003) evaluatiénbusiness risks is essential conducted by the
organization or company because it involves theegtance mechanisms developed by the company cattern
Internal controls will be effective when done prdpevaluate risk, systematic and measurable. dakst2000)
and Kotchetova et.al (2010) also progressed motessrthe same, which the evaluation of risk wéltedmine
which monitoring strategy to do, which means thghbr the risk, the company scope of supervisiohalsb be
higher.

However, not all risk management strategies willeffective if it is not confirmed by culture or gmrate
culture and local wisdom that are still accepted halieved its truth. Kluwer (2013) mentions thatce the
massive fraud case that hit major companies inlhied States (U.S.), which led to Congress sigtted
Sarbanes-Okley Act, needs for culture or cultutservance, against risk management is increasing.

According to Ramos (2009) an evaluation that cotetido assess the company should be followed by an
adequate understanding of the internal controlesystand business processes that applied to theaogmp
Business processes also include the applicableoratsp culture into a system of shared values. Wtk
understanding of the outcomes of the evaluatiohredlult in a more effective risk management.

Catur Purusha Artha as a showcase of cultural values can be usedbasia for business activities of LPD
(Pancadana and Parwata, 2013). Indigenous cultur@atur Purusha Artha describes four things that are
important to the LPD in the risk-based internaltcolp namelyDharma, Artha, Kama, andMoksha. The fourth
aspect ofCatur Purusha Artha has risk management content in the realm of vakgmused managers or
executives thus making LPD can live sustainably.
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On the other hand, according to Saputra (www.urdikec.id, 2013) behavioral dimensions of locusaoftiol

is supported by thé@ri Hita Karana culture as the culture of an organization is abldurther improve the
performance of a company. These results can bepreted that the implementation ®fi Hita Karana will
support the sustainable business of a businedy.drf@D is associated with a business entity thatusceptible
with the risk, so the implementation tfi Hita Karana will strengthen the risk-based supervision sustalin

The study conducted by Astawa et.al (2012) showatfractices the values of cultural harmony repreg in
the Tri Hita Karana has an influence on LPD’s credit risk. The esserid&i Hita Karana will cause a decrease
in the NPL (Non Performing Loan) which became ohthe most important indicators in assessing thathef
the LPD.

Well-managed LPD usually already running some fdoushe management of risk. Once the complexitg an
evolving organization serving the broader marketisi a challenge to understand how different kimds
organizational units interact with each other aathtes, and how the risk is managed in an integrate
comprehensive from a simple action, such as redubi@ risk up to ongoing risk management, in thienfof the
optimization of risk without having to hurt the cpemy.

3. Research Methods

The sample in this study is LPD Bfesa Adat Pecatu in Badung District which already Weasig-Awig* and
Perarem’ on its own in the management of its business asdalticulated risk management implicitly. The data
used in this research is qualitative and quani#atiata. Qualitative data is data that is not sthdigerres include

an explanation of the general description from shenple selected LPD and sustainable risk management
application on the selected sample while quantitatiata are data figures such as LPD financia¢stants in

the form of income statement, balance sheet, dashstatement and statement of changes in equigxtarnal
quantitative data derived from the Trustees LPDn{B&embangunan Daerah Bali) and Local Government.
Quantitative data will support the justificationepfalitative data.

Sources of data used in this study are:

1) Primary data is the data sources that directlyigemudata to data collectors. In this case the data
obtained directly from prajuru traditional villagagministrators and supervisors LPD conducted
through interviews and questionnaire.

2) Secondary data is data source that does not gifgeivide data source to data collectors, for edamp
through the documents, and financial reports,stiedil data, and so on. The data obtained from the
relevant LPD and LPD Trustees.

3.1. Method of Data Collection

Data collection methods used there are:

a. Observation, namely the collection of data by olisgrand recording systematically of the
phenomenon or phenomena under study. Observatiwriedt out by observing the application of
Culture-Based Sustainable RBIA. This observatiahmtéue performed on LPD operational activities
related to the issue of risk-based supervision.

b. Interview is a data collection by conduct a disaussvith the parties / sections concerned. Intevgie
conducted unstructured here, that is not usingtred interview guide for the systematic and
complete data collection. Interviews were conduegtél respect to the explanation of risk
management LPD and Risk-Based Control Strategi€®bf(on all components related to LPD
Supervision). Data obtained by direct questioniritlp Bupervisory Board of LPD, administrators and
Prajuru Pakraman Village. This interview technique is aactéd to gain a deeper understanding of the
research object apart from the physical data thatieen collected.

c. Questionnaire, which is done by distributing quastiaires asking a risk-based internal control issue
with the relevant parties.

3.2. Data analysis techniques

Data analysis methods used in this first year rebe& the elaborative descriptive technique, ftisatlata
obtained on application of RBIA described and coragawvith theories, concepts, best practices arabrul

1 Awig-awig is a rule made by the community Bésa Adat in accordance with dharma religion in each of gedious
villages, as a basic guideline of LPD.
2 pararem is the operational elaboration of awiggamtich contains the governance of LPD.
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4, Resultsand Discussion
4.1. Overview of the LPD Desa Adat Pecatu

This research is a case study at the UBd8a Adat Pecatu in Badung District, which uses line orgatimal
structure that can be seen in the figure 1. With dihganizational structure as stated in the abdgeré& 5.1
clearly shows that the Supervisory Board of LPD hasole and a duty to implement the guidance and
supervision to coordinate with the Chairman LPRdaduct supervision periodically, scheduled, ordental in
accordance with the work program and conditions emasiderations as deemed necessary by the Board of
Supervisors of LPD. Duties and responsibilitiegtef Supervisory Board as an internal auditor theted by

LPD can not run smoothly if there is no coordinatamd cooperation from all parties that play anartgmt role

in managing the LPD for performance according with work program and the expectations of localetgci
(rural manners) sustainable.

4.2. Local Knowledge Owned by LPD in Risk Based Internal Audit (RBIA)
4.2.1. Tri Hita Karana

The essence of Tri Hita Karana in relation with th@enagement of business risks LPD boils down tovétees

of harmony which is reflected in Parahyangan (tblationship between man and God), Pawongan (human
relations) and Palemahan (harmonious relationskigvden humans and the environment). Tri Hita Karana
taught the human to commit that the entire univdarsguding the environment around them, becomkesbdity

to be maintained and preserved. Tri Hita Karanalyaizais an analysis that bases its study on aspect
Parahyangan, Pawongan, and Palemahan (Windia awd P@l1). Parahyangan is a concept which wants a
harmony between man and God Almighty. In businetigiies must also be realized that business #ygtis an
offering to the Almighty God. Business activity &t only the sole purpose of enjoying the benafitshis
activity alone but actually controlled by God Alrhig. Pawongan is a concept which wants a harmotwetsan
man and his fellow. In business activities, mustdmized that businesses are essentially creabfi®sd, is no
different from other human beings. Businesspersastmaintain harmony with others that exist in @aterinal
company. Harmony with each other should also be doternally to avoid social conflict with societyastly,
Palemahan is a concept in which the business sleusgnsitive to the surrounding natural envirortmdature
provides all the ease and generosity, then thenbssimust pay attention to the natural environrhgnvay of

not excessively exploit. Tri Hita Karana conceptésy close to the sustainable management of tieksare not
only concerned with the financial aspects but alstial and environmental.
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Figure 3. Organizational Structure of Lembaga Retian Desa (LPD) Desa Adat Pecatu in Badung bBfstri
Accordance to Regent Decree No. 1401 of 2002
Source: LPD Desa Adat Pecatu, 2009

The relation ofTri Hita Karana with culture requires action and positive managgravior. The action came in
the form set examples of ethical behavior follovisgda personal code of ethics managers and regylbtafies
of LPD, a formal set of rules behave, and treatleyges fairly and with full respect. LPD organipais laden
with cultural values that support the creation ofedhical operation style. Culture exists becahgeslystem's
values are still strong. Management philosophyLBD padruwen village" or "LPD is owned by the village",
then the reciprocation of the LPD is a shared nesibdity in pakraman village. On the other hand?D.is
economically productive effort, that the result msich as possible for the prosperity and welfarethef
community Desa Adat/pakraman village. LPD’s operating style is slightly diffare from other businesses.
Product rule opakraman village level is still relatively strong and efta@. Since it was shown to be robust,
then such rules is maintained. Product regulationquestion isAwig-Awig and Perarem of Pakraman
Village/Desa Adat.

In cosmology, according to Saputra (www.undiksh&da2013) behavioral dimensions, hamely locusaftol,
supported by a culture ofri Hita Karana as a culture for an organization is able to furtimprove the
performance of a company. These results can bepieted that the implementation ofi Hita Karana will
support the sustainable business of a businedy.drf@iD is associated with a business entity thausceptible
with risks then the implementation ofi Hita Karana will strengthen the culture of risk-based supéovion an
ongoing basis. Likewise, a study conducted by Aatatval (2012) showed that practices the valuesiibdral
harmony which represented in tfiei Hita Karana has an influence on credit risk LPDs. PracticdfHita
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Karana will cause a decrease in the NPL (Non Performigul) which became one of the most important
indicators in assessing the health of the LPD.

4.2.2. Catur Purusha Artha

Catur Purusha Artha as cultural values can be used as a basis intop@a@r governance of LPD (Pancadana
and Parwata, 2013). Culture or local wisdGatur Purusha Artha describes four things that are important to the
LPD in RBIA. (1) Dharma, is the ultimate foundation of LPD in running d@perations. In business activities
conducted by the LPD should always be guided byt ma, namely the goodness or good governance. After
practicing kindness in operation then God will bestlessings in the form dfrtha to his people who have
done a consistent practice of his teachings. Gewem of LPD isCatur Dharma, that composed of: (1) to
belong to that benefit of pakraman village manraard, (2) provide the best service to customersm@ual
respect and foster a sense of family, and (4) ¢ryim achieve the best by providing space and tiore f
sustainable improvement

Artha, which are the next sequence after the main faisaonducted by LPD in the form of carrying olét
teaching ofDharma or goodness as a measure of good governance,LffBnemphasizes their business
activities on the aspects of gains, in the fornmtdrest income of savings and loan business, baisedeCatur
Dharma earlier. LPD is a\rtha institutions. AfterArtha aspect, the next stageama, which is lust or desire
or wish fulfillment on the basis of need. With tAetha, Kama or desire will be fulfilled with the benefits of
LPD in the normal course of business. After thedtistage is reached above then the lattbtdksha. Moksha is
the spiritual and physical happiness. Businessviies that carried out to help the economy of gmatious
villagers so as to ease the burden of the lifehefdommunity (for example in the case of ceremQnigis feel
happier because their basic needs are met. Théhfaspect ofCatur Purusha Artha has risk management
content in the realm of values espoused regulagency, manager or administrator thus making the t&n
live in a sustainable manner.

Furthermore, the values @fatur Purusha Artha can be operationalized into a number of importadicators
that can strengthen management tasks, monitoridgediability of LPD financial information.

4.3. Risk Based Internal Audit Based on Culture at Lembaga Perkreditan Desa
4.3.1. Tri Hita Karana

Risk management had been implemented by the LPRtlPeble to minimize the risks that occur in the
management of LPD Pecatu with the synergy of lesddgrand supervision and risk management condumted
LPD Chairman, Board of Supervisors, gm@juru of Desa Adat Pecatu. In this levaPawongan element that
emphasizes the harmonious inter-relationship betviegnan beings is very useful in the managemehPas
Pecatu towards the achievement of the performaretar() of high and sustained over time. Furtheemor
achievement of improved performance and sustainetiita Karana utilized to support other aspects, which is
Parhyangan element (relationship with God) in the form ofliatition rightful share of profits and submitted by
LPD Pecatu foDewa Yadnya and Manusa Yadnya activities (mass cremation and temple ceremonyl) the
establishment and renovation of the temple (pldagooship). InPalemahan elements (human relationship with
the environment) success in managing the risk bfisiness carried on LPD Pecatu be used to suppoidls
activities in theDesa Adat Pecatu, such as sports activities, environmentgiene, and the cost of education
(scholarships) for students of primary and middleosls.
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Table 2. The Operationalization G&tur Purusha Artha in RBIA

Dharma Artha Kama Moksha
» Working based e Monitoring and | = Desire to advance ¢ The welfare of
on truth evaluation of LPD based on the society
performance- work ethic
* Working with based * The relationship of
heart e The desire is LPD financial ratios
e Gains derived controlled by the with job creation and
 Working for the to enlarge the need poverty reduction
dedication and business
professionalism e The desire to e Sustainability of
e Analysis of develop LPD as LPD
Working with Costs and an Bebanjaran
control and risk Benefits Economic System| ¢ Spiritual and
awareness culture physical happiness
or suka tan pawali
duka

Business risk management of LPD towards the achiené of sustainable performance with the mottaba
Padruwen Desa" (profits belong to théesa Adat) is in line with the Bali Provincial Regulation N8 of 2007
and Badung Regency Regulation No. 8 of 2002 andlBaf 2007. To strengthen these achievementgdbd
corporate governance that have been implementethéoy PD Pecatu also supported by #wveg-awig and
pararem of Desa Adat Pecatu which is rule that binding in behaviorabexds Tri Kaya Parisudha (three
guidelines in the pattern live in a society thatassists of think, say, and act the best) for eaember oDesa
Adat Pecatu in order to support a harmonious life lierwelfare and happiness.

4.3.2. Catur Purusha Artha

Catur Purusha Artha is a cultural values form the basis for LPD Pecatubusiness. In carrying out its
operations, the values of Dharma shown in the fofigood governance based on the Bali Provinciald.and
Local Regulation Badung regency. In addition to lthesl of Desa Adat Pecatu, the presence Ad#ig-Awig and
Pararem of Desa Adat Pecatu take part in underlies and makes guidelioesll administrators, regulatory
agency, and staff personnel in organizing and magafe business LPD of Pecatu.

In this context, the Dharma is positioned as thenftation of law or truth that must be adhered byr@imbers

of Desa Adat Pecatu. Good governance is able to ensure thadsassiisks that arise can be reduced to a minimal
level of risk management. This has an impact onaittdevement of performance (profit) that incregsamd
continuous. In this context, the concepttotha become an important part and has been used dsuhéation

in the management of LPD Pecatu. All managemegtjlatory agency, staff employees and other stakiehs|
are deployed to achieve performance in accordante tive work program that has been previously set.
Achievement of performance (profit) is increasingdacontinuing to make work programs that have been
prepared by the management and regulatory agenmcypeaarried out using fundértha) that obtained with
hard work and enthusiastic spirdharma). In this context, the concept &ama (good desire) in the form of
LPD work programs and work programsdésa Adat Pecatu as the embodimentTof Hita Karana is able to

be realized because the LPD have managed to actiieveptimal performanceéi(tha) with the foundation of
Dharma. With the implementation of the work plan on thasis of governance based on the teachings of
Dharma, performance Artha) obtained to realize the plans and work programseé real. Of course, the
achievement of performance and fulfillment of &létgood wisheskK@ama) in accordance with the work plan
affect happiness (moksha) that envelop the entirardy regulatory agency, all staff employees artterot
interested parties with LPD.

With the concept ofri Hita Karana andCatur Purusha Artha, harmony and happiness that achieved by LPD
Desa Adat Pecatu are sustainable in the long term, anditieil with early risk management actively
implemented by LPD Pecatu. Cultural concepflafHita Karana and Catur Purusha Artha has successfully
manifested by LPDDesa Adat Pecatu. Therefore, continuous risk management umted by Board of
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Supervisors LPD as an internal auditor can not d&@amated from the cultural elements that are used a
guidelines and a foundation in order to supportgbeernance of LPD towards the sustainable and manxi
performance to achieve harmony and happiness.

5. Conclusions and Recommendations
5.1. Conclusions

Based on the above subject matter, concepts andi¢beof the discussion that has been describedealtbe
conclusion can be drawn:

1) Governance of LPDesa Adat Pecatu has implemented its role and responsdsildf Board of
Supervisors of LPD as an internal auditor in cangydut the supervision and control of the business
involving the risk management to maximize perforo@r he type of risk that has been managed by
the LPDDesa Adat Pecatu are credit risk, operational risk, marlkg, diquidity risk, legal risk,
strategic risk, and reputation risk.

2) Tri Hita Karana andCatur Purusha Artha, as an element of culture becomes the operatimass in
the management of business risks of LIP&a Adat Pecatu. This is confirmed by the presence of
Awig-Awig andPararem of Desa Adat Pecatu as the basis for managing the riskbasedlome.

5.2. Recommendations

The suggestions that can be recommended are:

1) The implementation of corporate governance, eshgaithe LPD involving the LPD’s Board of
Supervisors active role as an internal auditor a¢ednclude the elements of business risk manageme
to minimize the biased adverse effects faced by iPthe future.

2) The culture concept dfri Hita Karana and Catur Purushartha should be used as guidelines in the
management of LPD to improve overall performanak @rstainable in order to create harmony and
happiness of human beings and the surroundingament. Therefore it is necessary to affirm the
concept of culture and incorporatedainig awig andpararem of local LPD.

5.3. TheLimitations of Research

The sample used in this research is a case statihdls been done on the developed LPD which allesgsable
to be adopted by the undeveloped LPD and the LRDekperiencing different environmental influenog éhe
governance of LPD has not been developed.

Refer ences

Ali, H. Masyhud. (2006)Manajemen Risiko: Srategi Perbankan dan Dunia Usaha menghadapi Tantangan
Globalisas Bisnis. Jakarta: Rajawali Press.

Astawa, | Putu; Made Sudarma, Siti Aisjah and Djbimg2012).Journal of Business and Management. Vol. 6,
issue 4 (Nov-Dec), pp: 16-20.

Doherty, Neil. (2000)Integrated Risk Management. New York: McGraw Hill.

Hadi, Agus Purbathin. (2014). Eksistensi Desa Adah Kelembagaan Lokal: Kasus Bali. [Online] Avaltab
http://suniscome.50webs.com/data/download/35%20aSBADAT%20BALI.pdf. (June 2, 2014).

Johnstone, Karla M. (2000). Clint-Acceptance Dexisi Simultaneous Effects of Clients Business Réaldit
Risk, Audit Business Risk, and Risk Adaptatidaditing A Journal of Practice & Theory, Vol. 19, No. 1,
Spring.

Johnstone, Karla M. and Jean C. Bedard. (2003 Rianagement in Client Acceptance Decisioiike
Accounting Review Journal, Vol. 78, No.4, pp: 1003-1025.

Koentjaraningrat. (1993)Kebudayaan, Mentalitas dan Pembangunan. Jakarta: Gramedia Pustaka Utama.

Koroy, Tri Ramaraya. (2008Management Audit: Enterprise Risk Management. Working Paper.

199



Journal of Economics and Sustainable Development www.iiste.org
ISSN 2222-1700 (Paper) ISSN 2222-2855 (Online) 5-'—.i.l
Vol.8, No.18, 2017 IIS E

Kotchetova, Natalia; Thomas M. Kozloski dan Willidgm Messier, Jr. (2010)inkages between Auditors Risk
Assessments in A Risk-Based Audit. Working Paper [Online] Available:
http://business.illinois.edu/files/accy/Proceedidgslit 2006/KKM_BPA.pdf. (May 2, 2010)

Pancadana, Dewa Made and AA Gde Oka Parwata. (2Ca8)r Purusha Artha sebagai Dasar Kegiatan Usaha
LPD di Desa Pakraman KikiaKertha Semaya Journal, Vol. 01, No. 02, February 2013.

PT BPD Bali. (2012). Data and LPD Growth
Bali Provincial Regulation No. 8 of 2002 on Lembdgrkreditan Desa (LPD).

Bali Provincial Regulation No. 3 of 2007 on Amendré the Bali Provincial Regulation No. 8 of 2008
Lembaga Perkreditan Desa.

Bali Governor Regulation No. 16 of 2008 on the iné Supervisory and Board of Lembaga PerkreditasaD

Saputra, Komang Adi Kurniawan. (2013). Analisis ¢amih Locus of Control terhadap Kinerja dan Kepnasa
Kerja Internal Auditor dengan Kultur Lokal Tri Hitdlarana sebagai Variabel Moderasi (Penelitian
terhadap Internal Auditor Hotel Berbintang di BdDnline]. Available:www.undiksha.ac.iqJanuary
13, 2013)

Ramos, Michael. (2009). Risk-Based Audit Best ReastJournal of Accountancy. December. p.32.

Suartana, | Wayan. (2009rsitektur Pengelolaan Risiko pada Lembaga Perkreditan Desa (LPD). Udayana
University Press

. (2013peech Submitted in the Inauguration of Title Professors in The Field of Accounting
Sciences at the Faculty of Economics and Business, University of Udayana, Friday, September 20",
2013, not published.

Suartana, | Wayan and Dodik Ariyanto. (2012). Asiali Kinerja Internal, Balance Scorecard, dan
Pengembangan Keuangan Mikro Berkelanjutan (StudiaHzembaga Perkreditan Desa di Provinsi
Bali). Jurnal Akuntansi & Auditing, Vol. 09, No.1, November 2012, pp: 56-69

Windia, Wayan and Ratna Komala Dewi. (201Ahalisis Bisnis Berlandaskan Tri Hita Karana. Udayana
University Press.

200



