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Abstract

Title: Developing the Risk Based Audit Technique in the Jordanian Banking Industry
Prepared by: Zaher A. Ramabhi.
Supervisor: Professor: Naim Dahmash, Ph.D.

The Risk-Based Auditing Technique
is one of the contemporary methodologies used in Auditing. Through this methodology, audit
activities are directed towards the high risky areas and activities in the organization.

This research study aims at the identification of the risk-based auditing concepts and the
techniques and procedures used in its application and use. The application and use of this
methodology in the Jordanian Banking industry is investigated. The obstacles and difficulties
that limit its use are also investigated. The study concludes with a proposed model for Risk-
Based Auditing applicable in the Jordanian Banking industry.

The researcher used the narrative approach to describe the risk based audit methodology. Also,
the Control and Risk Self-Assessment (CRSA) Methodology applied by some of the local and
Arab banks was dwelled on.

The researcher also designed a questionnaire that was distributed to the study population which
comprised of all the commercial and Islamic banks in Jordan.

After analyzing and studying the questionnaires the following results were reached:

- The risk based auditing methodology is not used and not applied by most of the banks in
Jordan.

- The Control and Risk Self Assessment (CRSA) system is not used and not applied by
most of the banks in Jordan. |

- The concepts and techniques of the risk-based auditing are still un-clear and not
understood by the management and audit departments in those banks. This is the reason
for not applying it, while the boards of directors and audit departments are convinced of
its applicability.

- There is a shortage in the qualified persons to operate the risk-based audit methodology
in the Jordanian banking industry , and there is an immediate need for their development.

- There is an intention by some of the Jordanian banks to apply the risk-based audit
methodology in the near future.

The study arrived at the development of a model for risk-based audit methodology that can
be applied in the Jordanian banking industry. This was supported by illustrative examples
that help in its understanding and application.

The proposed model is composed of the following five major sections that include all the
audit steps:

- Building the annual audit plan.

- Planning the audit.

- Executing the audit.

- The Audit report and presentation of the results.

- The application of the Control and Risk Self Assessment (CRSA) System.
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