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Abstract

One of the important principles of good governance is transparent and accountable state financial
management. Deviations in financial management can cause state financial losses that can disrupt
state stability and reduce public trust. The authority to calculate and determine state financial losses is
constitutionally vested in the Supreme Audit Agency (BPK). However, in the practice of regional
governance, the Government Internal Supervisory Apparatus, in this case the Regional Inspectorate, is
also involved in the audit process related to indications of state financial losses. The problem becomes
more complex when this authority is applied to Village Credit Institutions (Lembaga Perkreditan Desa),
which are customary financial institutions in Bali Province. This study aims to analyze the concept of
state financial losses from an administrative law perspective and examine the authority of the Regional
Inspectorate in calculating losses at Village Credit Institutions. The method used in this study is a
normative legal research method with a statutory regulatory approach and a conceptual approach. The
legal materials used include statutory regulations, legal literature, and relevant scientific articles. The
research results indicate that the Regional Inspectorate has the authority to conduct audits and
calculate indications of losses as part of the government's internal oversight function, but the authority
to determine final state financial losses remains with the Supreme Audit Agency (BPK). Therefore,
clarity in the regulation of authority is needed to avoid overlapping authority between supervisory
institutions.
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INTRODUCTION

State financial management is a fundamental aspect of transparent and accountable governance
(Adnyani, 2021). State finances encompass not only all state rights and obligations that can be
measured in monetary terms, but also all government policies, activities, and actions related to state
revenues and expenditures. Therefore, state financial management must be carried out in an orderly,
efficient, economical, transparent, and accountable manner, as stipulated in Law Number 17 of 2003
concerning State Finances (hereinafter referred to as Law Number 17 of 2003). These principles serve
as the foundation for achieving good governance and ensuring that state financial resources are used
effectively for the benefit of society as a whole (Adnyani, 2023).

In the practice of governance, state financial management is closely related to the possibility of
irregularities that can result in state financial losses (Adnyani, Landrawan & Agustini, 2024). Law
Number 1 of 2004 concerning State Treasury (hereinafter referred to as Law Number 1 of 2004) defines
state losses as a real and concrete shortage of money, securities, or assets due to unlawful acts,
whether intentional or negligent. The concept of state financial losses plays a crucial role in the state
financial oversight system, as it serves as the basis for determining the accountability of officials or
parties authorized to manage state finances (Adnyani et al, 2024). In law enforcement practice, state
financial losses are often a crucial element in proving corruption and in the process of resolving state
financial administration (Pradana, Subekti, & Prakoso, 2019).

In Indonesia's constitutional system (Adnyani et al, 2025), the authority to assess and determine
state financial losses rests constitutionally with the State Audit Board (BPK). This institution's primary
function is to audit state financial management and accountability, as stipulated in Law Number 15 of
2006 concerning the State Audit Board (hereinafter referred to as Law 15/2006). The BPK's audit results
serve as the basis for determining state losses and issuing recommendations to relevant agencies for
follow-up on these findings. In practice, this authority often gives rise to debate regarding the
relationship between the BPK and other supervisory institutions that also audit state financial
management (Fajar Pradnyana & Parsa, 2021).

In addition to the State Audit Agency (BPK), the state financial oversight system also involves
the Government Internal Supervisory Apparatus (hereinafter referred to as APIP), which plays a role in
internal oversight of government administration. APIP is responsible for conducting audits, reviews,
evaluations, and monitoring the performance of government agencies. Through this internal oversight
mechanism, the government is expected to detect potential irregularities early on that could result in
state financial losses. APIP also plays a strategic role in providing recommendations for improving
financial governance and increasing the effectiveness of the government's internal control system
(Naue, Putranto, & Triadi, 2025).

At the regional government level, the Public Accounting Inspection (APIP) function is carried out
by the Regional Inspectorate, which is responsible for providing guidance and oversight of regional
government administration. The Regional Inspectorate helps ensure that regional financial
management is carried out in accordance with legal provisions and the principles of good governance
(Adnyani, Agustini & Landrawan, 2025). Through audits and evaluations, the Regional Inspectorate can
identify potential regional financial losses and formulate recommendations to regional officials to
improve financial management. Therefore, the Regional Inspectorate plays a crucial role in the regional
government's internal oversight system (Lii, Wokas, & Suwetja, 2025).

In the Province of Bali, there is a traditional financial institution known as the Village Credit
Institution (hereinafter referred to as LPD). This institution is owned by traditional villages and plays a
strategic role in supporting the economic activities of rural communities. LPDs not only act as financial
intermediaries but also have social and cultural dimensions closely linked to the existence of traditional
villages as customary law communities. Therefore, LPDs differ from other formal financial institutions
because they are based on traditional values and local wisdom of the Balinese people (Piadnyan,
Budiartha, & Arini, 2020).

Regulations regarding LPDs in Bali Province are stipulated in Bali Provincial Regulation Number
3 of 2017 concerning Village Credit Institutions (hereinafter referred to as Perda 3 of 2017). This
regulation establishes the legal basis for the establishment, management, and supervision of LPDs as
financial institutions owned by indigenous communities. However, in practice, many irregularities in the
management of LPD funds occur, resulting in losses for indigenous communities (Asrini & Adnyani,
2023). This situation highlights the importance of monitoring LPD management to ensure the
sustainability of these institutions and protect the interests of indigenous communities (Susila, 2023).
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To address this issue, the local government is working to strengthen oversight and loss resolution
mechanisms at Village Financing Institutions (LKM). One such step is the ratification of Bali Governor
Decree No. 186/03-0/HK/2022 concerning Recipients of Initial Capital Grants from Village Credit
Institutions to Traditional Villages, dated April 22, 2022 (hereinafter referred to as Decree 186/2022),
which regulates loss management mechanisms at LKMs, involving the Regional Inspectorate in the loss
calculation process. This policy demonstrates the local government's active role in ensuring that LKM
losses are properly identified and managed.

However, the involvement of the Regional Inspectorate in the process of calculating losses at
LPDs raises legal issues related to the institution's limited authority within the state financial oversight
system. This is because, by law, the authority to determine state financial losses rests with the State
Audit Agency (BPK). On the other hand, the Regional Inspectorate, as part of the Regional Audit Agency
(APIP), also has the authority to audit regional financial management. This situation can lead to
overlapping authority between external and internal oversight institutions in determining state financial
losses (Wirabuana, Nirahua, & Bakarbessy, 2024).

Several previous studies have analyzed the authority of audit institutions to determine state
financial losses and the status of LPDs (State Financial Institutions) within the Indonesian legal system.
However, research specifically analyzing the authority of the Regional Inspectorate to calculate losses
in LPDs is relatively limited. Therefore, this study is crucial in providing a legal analysis of the limitations
of the inspectorate's authority from a state administrative law perspective. Based on this background,
this study aims to analyze the concept of state financial losses from an administrative law perspective
and to test the authority of the Regional Inspectorate in calculating losses in LPD (Food Processing
Institutions).

RESEARCH METHOD

This research uses a normative juridical legal research method that focuses on the study of legal
norms governing the authority of supervisory institutions in calculating state financial losses. This
research was conducted by reviewing legal materials related to the legal issue under study to obtain
relevant legal arguments, theories, and concepts (Adnyani, 2018). This method is used to analyze legal
provisions and regulations related to state financial management, the authority of supervisory
institutions, and the position of village credit institutions in the Indonesian legal system.

This research uses a legal and conceptual approach (Adnyani, 2021). The legal approach is
conducted by examining laws and regulations related to state financial management, the authority of
supervisory institutions, and the status of village credit institutions. The conceptual approach is then
carried out by analyzing legal concepts related to state financial management, the authority of
supervisory institutions, and the status of village credit institutions. Through these two approaches, this
research seeks to understand the limitations of the authority of regional government supervisory
institutions in calculating losses incurred in the financial management of institutions under regional
government supervision (Marzuki, 2019).

The legal materials used in this study consist of primary legal materials (Adnyani, 2021), in the
form of laws and regulations relating to state financial management, financial oversight systems, and
regulations regarding village credit institutions. Secondary legal materials include legal literature,
research findings, and scientific articles relevant to the research topic. Tertiary legal materials include
legal dictionaries and encyclopedias, which were used to aid in understanding legal terms relevant to
this study.

The legal material collection technique was carried out through a literature study by exploring
various laws and regulations, literature sources (Adnyani, 2024), and scientific journals related to the
research problem. Furthermore, the collected legal material was analyzed qualitatively using legal
interpretation methods to gain a comprehensive understanding (Adnyani, Yudiawan & Apsari Hadi,
2025) regarding the authority of the regional inspectorate in calculating losses at the Village Credit
Institution from the perspective of state administrative law.

RESULTS AND DISCUSSION
The Concept of State Financial Losses from an Administrative Law Perspective

The concept of state financial losses is a crucial element in the state financial management and
oversight system in Indonesia. These losses are closely related to the accountability of officials or
institutions authorized to manage state finances. In state administrative law, these losses are
understood not only as financial losses but also as the legal consequences of administrative actions
that violate legal provisions.
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Legally, state financial losses are regulated by Law Number 1 of 2004. This law defines state
losses as a real and concrete shortage of money, securities, or assets resulting from unlawful acts,
whether intentional or negligent. This definition indicates that state financial losses must meet several
important requirements: a shortage of state assets, a specific amount, and the existence of an unlawful
act that caused it.

In the practice of state financial oversight, not all audit findings can be directly classified as state
financial losses. Audit findings generally consist of indications or potential losses that require further
verification to confirm the actual existence and exact amount of the loss. Therefore, there is a distinction
between indications of state financial losses and the determination of state financial losses. Indications
of losses are generally obtained through audits or examinations conducted by supervisory agencies,
while determining losses is a legal process carried out by authorized agencies to officially determine
the existence of state losses (Pradana, Subekti, & Prakoso, 2019).

In Indonesia's constitutional system, the authority to assess and determine state financial losses
rests constitutionally with the State Audit Board (BPK). This institution's role is to audit the management
and accountability of state finances and evaluate findings related to state losses. The BPK audit results
serve as the basis for relevant agencies to take further action, including restitution of state losses and
law enforcement if evidence of corruption is found (Fajar Pradnyana & Parsa, 2021).

The concept of state financial losses is also closely related to the principle of actual losses, which
refers to losses that have actually occurred and can be accurately calculated. This principle emphasizes
that state losses cannot be determined solely based on estimates or potential losses but must be
supported by evidence demonstrating a real and precisely measurable deficit in state assets. The
principle of actual losses is crucial for distinguishing between potential losses, which are still
administrative in nature, and state losses that meet the legal requirements for official determination
(Kuswandari & Umara, 2025).

Beyond administrative law, the concept of state financial losses is also closely related to criminal
corruption law. In many corruption cases, state financial losses are one of the elements that must be
proven in the legal process. Therefore, audit findings related to the calculation of state losses are often
used as evidence in court. In this context, audit findings produced by the government's internal oversight
body can also be considered in the evidentiary process, although the authority to determine state losses
rests with the body with constitutional authority to do so (Wirabuana, Nirahua, & Bakarbessy, 2024).

Therefore, the concept of state financial losses from an administrative law perspective relates
not only to financial aspects but also to the administrative accountability system in state financial
management. A clear understanding of this concept is crucial for determining the limits of the
supervisory body's authority to audit and calculate state financial losses, including in the context of
oversight of financial institutions at the local government level.

The Authority of the Regional Inspectorate in the State Financial Oversight System

In the government system, oversight of state financial management is a crucial component to
ensure transparency, accountability, and compliance with legal provisions in all use of financial
resources. This oversight is carried out not only by external supervisory bodies, such as the State Audit
Board (BPK), but also by the government's internal supervisory body, known as the Regional
Inspectorate (APIP). The APIP is a crucial instrument of the government's internal control system, which
aims to improve the effectiveness and efficiency of government administration.

The APIP plays a role in overseeing the implementation of government institutions' duties and
functions through audits, reviews, evaluations, monitoring, and other oversight activities. Through this
function, the APIP provides adequate assurance regarding the compliance, effectiveness, and
efficiency of state financial management. Furthermore, the APIP also acts as a consultant, aiming to
provide recommendations for improving the governance and internal control systems of government
institutions (Nurfalah & Kartikasari, 2026).

At the regional government level, the APIP (Anti-Protecting Inspection Protection) function is
carried out by the Regional Inspectorate, which reports directly to the regional head. The Inspectorate
plays a role in fostering and overseeing regional government administration, including aspects of
regional financial management. Through audits and evaluations, the Inspectorate helps detect potential
irregularities and formulates recommendations to improve the financial management of regional
institutions and agencies within its jurisdiction (Lii, Wokas, & Suwetja, 2025).

From a state administrative law perspective, the authority of a government agency can derive
from three main sources: attribution, delegation, and mandate. Attribution is the direct granting of
authority from statutory regulations to a government agency. Delegation is the transfer of authority from
one government agency to another, accompanied by the transfer of responsibility for exercising that
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authority. A mandate, on the other hand, is the delegation of authority from one official to another to act
on behalf of the mandator without transferring responsibility for that authority.

The regional inspectorate's authority to supervise and provide guidance on regional government
administration is essentially attributional authority granted by laws and regulations governing the
government's internal oversight system. Through this authority, the regional inspectorate is tasked with
conducting internal audits of regional financial management and ensuring that all government activities
are carried out in accordance with the principles of good governance.

Although the inspectorate's authority is attributional, it has certain limitations within the state
financial oversight system. The Inspectorate, as part of the Domestic Audit Agency (APIP), primarily
functions to conduct preventive and corrective internal oversight of government administration. In this
context, the inspectorate can conduct financial management audits and identify potential state financial
losses that occur in government activities.

However, this authority does not automatically grant regional inspectorates the authority to
determine final state financial losses. Determining state losses is a constitutional authority granted to
the State Audit Board (BPK), an external audit body responsible for auditing state financial management
and accountability. Therefore, audit results conducted by regional inspectorates generally consist of
findings or indications of losses that require follow-up by the authorized body to formally determine state
losses (Wirabuana, Nirahua, & Bakarbessy, 2024).

Therefore, within the state financial oversight system, regional inspectorates play a crucial role
in detecting and identifying potential state financial losses through the government's internal oversight
mechanisms. However, this authority must remain within the legal framework to avoid duplication of
responsibilities between internal and external oversight bodies when determining state financial losses.

Calculating Losses in Village Credit Institutions

Village Credit Institutions (LPDs) are traditional financial institutions that developed within the
traditional community system in Bali Province. LPDs were established as financial institutions owned
by indigenous communities, with the aim of supporting community economic activities and
strengthening village economic independence. LPDs differ from other formal financial institutions
because they are based on traditional values and the institutional systems of indigenous communities,
which enjoy autonomy in managing community economic resources (Piadnyan, Budiartha, & Arini,
2020).

The regulations governing LPDs in Bali Province are stipulated in Regional Regulation Number
3 of 2017. This regulation establishes the legal framework for the establishment, management, and
supervision of LPDs as financial institutions owned by indigenous communities. Within this regulatory
framework, LPDs play a crucial role in providing financial services to indigenous communities, such as
providing loans, managing savings, and other financial activities aimed at improving community welfare.

Despite their strategic role in supporting the indigenous economy, in practice, many LPDs face
challenges in financial management. Poor management of LPD funds can lead to losses that directly
impact the indigenous communities that own the institutions. Therefore, monitoring LPD management
is very important to maintain the sustainability of this institution and ensure responsible financial
management (Susila, 2023).

To strengthen the mechanism for managing losses experienced by LPDs (State Financial
Institutions), the Bali Provincial Government issued Decree No. 186 of 2022, which regulates the LPD
loss settlement mechanism. One of the provisions of this policy is the involvement of the Regional
Inspectorate in the LPD loss calculation process. This policy demonstrates the role of the regional
government in ensuring that LPD losses are objectively identified and appropriately addressed.

The regional inspectorate's involvement in calculating LPD losses raises questions about the
limits of its authority within the state financial oversight system. From a state administrative law
perspective, the authority of a government institution must be based on the provisions of the laws and
regulations granting such authority. Therefore, it is important to analyze whether the regional
inspectorate's authority to calculate LPD losses falls within the government's internal oversight authority
or falls outside its scope.

From the perspective of the inspectorate's role and authority as part of the Regional Audit Agency
(BPK), its participation in the LPD loss calculation process can be understood as part of its internal audit
function, namely providing recommendations to the regional government on how to address the losses
experienced by the institution. In this context, the inspectorate's role is to analyze and calculate the
losses incurred as a basis for regional governments to take necessary policy steps.

The loss calculations conducted by the inspectorate cannot be interpreted as an official
determination of state financial losses. This is because the authority to determine state financial losses
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constitutionally rests with the Supreme Audit Agency (BPK), the country's external financial audit
agency. Therefore, the results of the loss calculations conducted by the regional inspectorate are more
accurately interpreted as part of the administrative oversight process, the purpose of which is to provide
a general overview of the extent of losses experienced by institutions under the jurisdiction of the
regional government.

Therefore, the loss calculations conducted by the regional inspectorate at the LPD can be
interpreted as part of the regional government's internal oversight function, thus assisting the regional
government in resolving the losses experienced by the LPD. However, this authority must be limited so
as not to exceed the constitutional authority of other institutions tasked with officially determining state
financial losses.

CONCLUSION

Based on a normative legal review of regulations concerning the authority of supervisory
institutions to determine state financial losses, this study found that current laws and regulations still
contain unclear norms (vage normen) regarding the boundaries of authority between supervisory
institutions. Constitutionally, the authority to audit state financial management and accountability rests
with the State Audit Agency (BPK), the country's external audit agency. However, in practice, the
calculation of state financial losses is also carried out by the State Audit Agency (APIP), specifically the
regional inspectorates.

The research findings indicate that laws and regulations do not clearly define the scope of each
institution's authority to calculate state financial losses. This situation creates the potential for
differences in interpretation and practice in the process of calculating state losses, both in the context
of administrative oversight and law enforcement. Therefore, from a regulatory perspective, it can be
concluded that the authority to calculate losses by regional inspectorates is more appropriately within
the internal administrative oversight function, while the authority to determine state financial losses
remains constitutionally vested in the BPK. Going forward, regulations regarding the limits of the
supervisory agency's authority in determining state financial losses need to be strengthened to create
legal certainty and avoid duplication of authority between supervisory agencies in the state financial
management system.
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	At the regional government level, the Public Accounting Inspection (APIP) function is carried out by the Regional Inspectorate, which is responsible for providing guidance and oversight of regional government administration. The Regional Inspectorate ...
	In the Province of Bali, there is a traditional financial institution known as the Village Credit Institution (hereinafter referred to as LPD). This institution is owned by traditional villages and plays a strategic role in supporting the economic act...
	Regulations regarding LPDs in Bali Province are stipulated in Bali Provincial Regulation Number 3 of 2017 concerning Village Credit Institutions (hereinafter referred to as Perda 3 of 2017). This regulation establishes the legal basis for the establis...
	To address this issue, the local government is working to strengthen oversight and loss resolution mechanisms at Village Financing Institutions (LKM). One such step is the ratification of Bali Governor Decree No. 186/03-0/HK/2022 concerning Recipients...
	However, the involvement of the Regional Inspectorate in the process of calculating losses at LPDs raises legal issues related to the institution's limited authority within the state financial oversight system. This is because, by law, the authority t...
	Several previous studies have analyzed the authority of audit institutions to determine state financial losses and the status of LPDs (State Financial Institutions) within the Indonesian legal system. However, research specifically analyzing the autho...
	RESEARCH METHOD
	This research uses a normative juridical legal research method that focuses on the study of legal norms governing the authority of supervisory institutions in calculating state financial losses. This research was conducted by reviewing legal materials...
	This research uses a legal and conceptual approach (Adnyani, 2021). The legal approach is conducted by examining laws and regulations related to state financial management, the authority of supervisory institutions, and the status of village credit in...
	The legal materials used in this study consist of primary legal materials (Adnyani, 2021), in the form of laws and regulations relating to state financial management, financial oversight systems, and regulations regarding village credit institutions. ...
	The legal material collection technique was carried out through a literature study by exploring various laws and regulations, literature sources (Adnyani, 2024), and scientific journals related to the research problem. Furthermore, the collected legal...
	RESULTS AND DISCUSSION
	The Concept of State Financial Losses from an Administrative Law Perspective
	The concept of state financial losses is a crucial element in the state financial management and oversight system in Indonesia. These losses are closely related to the accountability of officials or institutions authorized to manage state finances. In...
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