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PROBLEMS IN COMMERCIAL
BANK AUDIT PRACTICE AND
DIRECTIONS FOR THEIR SOLUTION

Ibragimov Nodirbek Baxodir ugli
Independent Researcher

Tashkent State University of Economics
E-mail: nodirbek.ibragimov.96@mail.ru

Abstract: The thesis analyzes the key challenges in the practice of auditing the financial statements of
commercial banks using JSC “Xalg Bank” as a case study and proposes an integrated framework for addressing
them through risk assessment, verification of expected credit losses (ECL), the use of digital audit tools, and
improvements in audit quality.

Keywords: bank audit, ECL, audit quality, BRFI index, CAATSs, risk-based audit, audit challenges.

Annotatsiya: Tezisda tijorat banklari moliyaviy hisoboti auditi amaliyotidagi asosiy muammolar AT “Xalq
banki” misolida tahlil gilinadi hamda ularni hal etishning yaxlit tizimi — riskni baholash, ECLni tekshirish, ragamli
vositalar va audit sifati yo‘nalishlari bo‘yicha taklif etiladi.

Kalit so‘zlar: bank auditi, ECL, audit sifati, BRFI indeksi, CAATs, riskka yo‘naltiriigan audit, audit
muammolari.

AHHoTauusa: B Tesnce Ha npumepe AO «Xamnk 0aHK» aHanNU3npytTCs OCHOBHbIE MPOGNEMbI NPAKTUKK
ayauTa hMHaHCOBOW OTYETHOCTU KOMMEpPYECKMX OaHKOB 1 MpeaaraeTcs KOMMEKCHAsi CUCTEMA UX PELLEHNS,
BKItOYatoLLlasi OLeHKY PUCKOB, MPOBEPKY OXMAaeMbIX KpeanTHbiX yobiTkoB (ECL), npumeHeHne umdpoBbix
WHCTPYMEHTOB U MOBBbILLIEHME Ka4yecTBa ayauTa.

KnioueBble cnoBa: 6aHkoBckum aygut, ECL, kavectBo ayguta, uHgekc BRFI, CAATs, pwuck-
OPVEHTUPOBAHHbIV ayauT, NpobnemMbl ayguTa.

The analysis of commercial bank audit practices makes it possible to identify key directions for further
improving bank audits. The practical significance of these directions is clearly illustrated by the case of JSC
Xalq Bank: following improvements in the measurement process of the bank’s 2021 Expected Credit Losses
(ECL), shareholders’ equity was restated by approximately UZS 1,333.7 billion—nearly one-third of its original
amount.

The first direction is the further development of a more systematic methodology for assessing bank-specific
risks. In practice, the auditor’s professional judgment plays a crucial role in evaluating inherent risk. To enhance
the objectivity of this process, the Bank Risk Factors Index (BRFI = X wi-si) is proposed, integrating the
weighted assessment of bank-specific risk factors and enabling an objective and repeatable determination of
the inherent risk level.

The second direction is the more effective application of prudential requirements in determining materiality.
For this purpose, a prudentially adjusted materiality model is proposed, linking materiality to the capital
adequacy buffer. Under this approach, final materiality is determined as the lower of the standard materiality
and the prudential threshold, thereby ensuring that any undetected misstatement does not reduce the bank’s
capital below the regulatory minimum.

The third direction is the further standardization of the audit of Expected Credit Losses (ECL) and loan
loss provisions under IFRS 9. To achieve this, a six-component risk-based audit program is proposed, covering
model methodology, PD/LGD/EAD inputs, stage allocation, forward-looking information, management overlays,
and collateral valuation, together with a stratified sampling approach based on the IFRS 9 impairment stages.

The fourth direction is the more effective coverage of large loan portfolios through the application of
modern technologies. JSC Xalg Bank’s loan portfolio of UZS 23 trillion provides significant opportunities for the
implementation of Computer-Assisted Audit Techniques (CAATs). Accordingly, the adoption of full-population
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testing, ECL recalculation, and continuous monitoring is proposed to enhance both the scope and efficiency of
audit procedures.

The fifth direction is the further strengthening of audit quality assessment and the transparency of the
auditor’s report. To this end, recommendations are proposed for a four-dimensional audit quality framework, the
application of Audit Quality Indicators (AQlIs), and the identification of Key Audit Matters (KAMs) in accordance
with ISA 701. For commercial banks, typical KAMs include Expected Credit Losses (ECL), the fair value
measurement of financial instruments, and information systems.

All the proposed solutions—risk assessment, ECL verification, digital audit tools, and audit quality
enhancement—constitute an integrated and interconnected framework developed on the basis of the actual
experience of JSC Xalq Bank. The implementation of this comprehensive framework will contribute to bringing
the independent audit of commercial banks’ financial statements into closer alignment with international auditing
standards and strengthening confidence in the banking system.
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