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Abstract

The pivotal role of the banking system in the national economy and the dependence of other economic
sectors on it are such that any disruption in the performance of banks and credit institutions will lead to
suboptimal functioning of the remaining economic sectors. This study aims to identify the challenges
and obstacles faced in the external auditing process of banks and credit institutions. Additionally, it
proposes solutions to improve this process through an effective banking supervision approach. The
study will also determine the relationships between the identified variables using structural equation
modeling (SEM). In the qualitative phase, purposive sampling was employed to select and interview
banking and auditing experts, and the fuzzy Delphi method was used to identify audit-related challenges
and solutions. The challenges associated with auditing banks and credit institutions were identified in
three dimensions: internal challenges, process-related challenges, and external environmental
challenges, with a total of 29 specific items. The proposed solutions were classified into two
dimensions: solutions related to external auditors and solutions related to banking supervisors,
comprising a total of 26 items. In the quantitative phase, based on the accessible statistical population,
300 electronic questionnaires were distributed among banking experts, supervisors, and external
auditors. A total of 211 completed questionnaires were returned. The data were analyzed using
structural equation modeling and PLS software. The results revealed that all three identified dimensions
of auditing challenges had a significant negative effect on the external auditing process of financial
statements in banks and credit institutions; meanwhile, the proposed solutions related to external
auditors and banking supervisors had a significant positive effect on the external auditing process of
financial statements in banks and credit institutions.

Keywords: Banking Supervision, External Audit, Basel Committee, Fuzzy Delphi Method, Structural
Equation Model.
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