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Abstract:

Given that the value of the audit process lies in the parties' confidence in the financial
statements and their freedom from errors, which is the aim of the strategy underpinning the
risk-based audit approach, this study seeks to enable the auditor, upon completion of the audit
process, to issue a sound and useful opinion on the financial statements.
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Therefore, this study aims to clarify the theoretical background, the philosophy of thought, and
the practical requirements for applying the risk-based audit approach. The general strategy of
the risk-based audit approach aims to enable the auditor to provide a sound and useful opinion
on the financial statements, directly translating to lower risks and higher benefits at an
economic cost. The strategy developed for applying this approach requires the auditor to first
form impressions and issue professional judgments on several vital issues that represent the
pillars upon which the application of this approach is based. This is precisely where the risk
lies: the auditor's potential failure to detect a material misstatement in financial information.
This failure can stem from a lack of planning and supervision, or from improvisation during
the audit process. Such failures can lead to time pressures and procedural bottlenecks within
the auditor's office and the entity being audited. Another risk arises from insufficient
competence among those performing the audit, coupled with a reluctance to cooperate,
resulting in negligence or dereliction of duty. Consequently, errors of omission and omission
of information become more common.

Keywords: Risk-based auditing approach, audit risk, materiality, material misstatement.
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