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The activities of a company will continue to change following the changes that occur in the internal
environment and the community environment. It will pose a risk and can even be an opportunity
for the company to increase its profitability. So from that, all companies including manufacturing
companies implement Risk Based Audit (RBA). The purpose of this study is the author will describe
what are the advantages of a manufacturing company implementing a risk-based internal audit.
The research method used in this study is a qualitative method and secondary data. Risk-based
audit is a way or method used in carrying out audit tasks by internal auditors to ensure that
existing risks are properly and effectively controlled and managed by company management. In
the results of this study, the authors will explain risk-based internal audit in general and the
advantages of applying a risk-based audit approach to manufacturing companies.
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INTRODUCTION

Increasing competitiveness and economic demands have driven many companies to
adopt various management tools. There are various benefits of adopting management tools
including improving product quality, streamlining processes, and reducing environmental
damage (Hassan et al., 2020). The activities of a company will continue to change following
the changes that occur in the internal environment and the community environment. If there
is a change in the activities or business processes of the company, it will pose a risk and can
even be an opportunity for the company to increase its profitability. So companies that
change their business processes are required to carry out risk management. The COSO
(Committee of Sponsoring Organizations of the Treadway Commission) Framework thinks
that every unit in an entity needs to know and understand the risks that can arise and even
become an obstacle for the company in achieving company goals. So it is necessary to place
attention and take action in preventing and minimizing risks that can cause negative effects
for the company. This is inseparable from the role of an internal auditor (Widodo, 2018).

Manufacturing companies are companies whose activities produce raw materials into
finished goods which are then traded on the market. There are many companies engaged in
manufacturing in country, so manufacturing companies that have been established for a long
time need to make changes to their business processes in line with economic developments
and changes in this globalization era. Manufacturing companies are companies that produce
new goods, by producing goods, manufacturing companies are required to pay attention to
the profits that will be generated in producing these goods. Company management must
determine the selling price correctly so that the company can achieve the desired profit. In
addition to determining the costs to be incurred, the company also needs to maximize the
company's internal control, and evaluate the implementation of corporate governance, and
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regulations that apply to each company employee. In manufacturing companies, the highest
risk is in the inventory cycle and production process. Companies find it difficult to control
incoming and outgoing inventory. In addition, the production process in manufacturing
companies is very influential on the company's sales cycle, if employees make mistakes in
the production process, it will slow down the company's sales and affect the company's
income.

Over time, the role of internal auditors has also changed according to the times, with
the emergence of a paradigm shift where the internal audit is responsible for supervising
every operational activity of the company, at this time internal audit is also responsible as a
consultant and even a partner for management. So from that, all companies including
manufacturing companies implement Risk Based Audit (RBA), which is a risk- based audit.
This risk-based audit is an audit that is prioritized and focused on business risks and their
processes and even control of risks that can occur. Where the higher the risk of an area, the
higher the attention required in that audit area. With a risk-based audit, companies can take
action and anticipate preventing errors, and confusion. In carrying out a risk-based audit,
cooperation between the organization and internal audit is needed so that the risk can be
directed, monitored and managed proactively before the risk occurs and is detrimental and
hinders the achievement of organizational or corporate goals.

METHOD

The research method used in this study is qualitative method. Qualitative research is
an approach to conducting research that is oriented toward natural phenomena and
symptoms. Qualitative research is a research procedure that produces descriptive data that
comes from written or spoken words from people or observable behavior (Abdussamad & ,
S.1.LK., 2021). The data in this study are secondary data that can be obtained indirectly
through intermediary media obtained by other parties.

RESULTS AND DISCUSSION
Audit

An audit is a systematic and structured, detailed, and thorough procedure for obtaining,
evaluating, and assessing the correctness and fairness of financial reports based on
established regulations (Z, Angelina, Suprianto, 2022). Where auditing is also a process of
collecting and evaluating evidence on information in reporting and assessing the degree of
conformity and fairness by established regulations (Prajanto, 2020).

Internal Audit

One of the things that play an important role in preventing corruption and profit
manipulation is the efficiency and effectiveness of the internal control unit better known as
the internal audit. If you have a deep understanding of business processes and activities and
the steps in implementing a company's audit process, it will have a positive impact on the
company, especially if you can minimize the risks the company may face. A method that
links internal audit with risk management can enable the internal audit process to ensure that
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the company's risk management has been managed adequately concerning risks that are
acceptable to both the auditor and the company (Rozmita Dewi Yuniarti Rozali, 2015;
Widodo, 2018).

Risk-Based Audit
Risk-based audit is a way or method used in carrying out audit tasks by internal
auditors to ensure that existing risks are properly and effectively controlled and managed by
company management. Where the company's management also plays a role in ensuring that
internal control and the risk management process have been carried out properly and
effectively, so from the management's responsibilities it can be seen that a risk-based audit
IS very important and needs to be carried out.
According to Widodo (2018) this risk-based audit is an audit that is prioritized and
focused on business risks and their processes and even control of risks that can occur. Where
the higher the risk of an area, the higher the attention required for that audit area. In addition,
companies do not only have to understand the risks at a glance but also need to control and
control their management and ensure that the controls made are implemented properly and
effectively.
The 3 steps in an International Standard Auditing (ISA) risk-based audit are as follows:
1. Risk Assessment
At this step, the auditor carries out risk assessment procedures by identifying company
risks, namely looking for any events that occur and have the potential for errors to occur,
for example, material misstatements in the financial statements.

2. Risk Response
At this step, the auditor designs and performs subsequent audit procedures that address
the risks (of material misstatement) that have been identified and assessed, at the financial
statement and assertion levels.

3. Reporting
At this step, the auditor provides opinions and responses from the evidence that has been
obtained and obtained and then makes an appropriate report from the conclusions
obtained, to facilitate decision-making for users of financial statements.

Internal Control

According to the COSO (Committee of Sponsoring Organizations), internal control is
a process that is influenced by all internal parties of the company, namely the directors,
management, and employees of the company which is formed to guarantee that the company
can achieve predetermined goals through the effectiveness and efficiency of the production
process; presentation of company financial statements that can be accounted for; compliance
with applicable laws and regulations. Meanwhile, according to IFAC (International
Federation of Accountants), internal control is defined as a system owned by a company in
managing risks that are organized, studied, and supervised by the management and
employees of the company to gain profits and reject losses to achieve company goals. From
these two definitions, it can be concluded that the company's internal control is a system
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formed by the company to regulate all activities that occur in the company. Those who are
responsible for implementing internal control are not only company management and
company owners, but all members of the company (Sudarmanto et al., 2021).

The Advantage of Adopting Risk-Based Internal Auditing
Risk-based internal audit planning is an iterative decision and evaluation, although it
may take some time to follow the proposed framework the first time, once the structure and
template are built, it will be easier to update data in subsequent years and internally. audit
management can develop an optimal audit plan in a shorter timeframe according to their
preferences and objectives (Wang et al., 2021).
There are several advantages to using a risk-based internal audit compared to using a
traditional approach:
1. Implementation of a more adaptive audit
Using a consistent approach to risk management allows companies to be more
adaptive to changing conditions. Adjustment of the audit implementation schedule with
risk management also allows for quick changes in audit strategy when there are changes
in business objectives in the organization. In manufacturing companies, many business
risks may arise, especially in the inventory cycle. If a manufacturing company
implements a risk-based internal audit, then when the internal auditor finds a risk that
arises, the internal auditor can make changes to his audit strategy according to the existing
risks.
2. Audit implementation as a risk management tool
The risk-based internal audit approach allows internal audit to correctly identify
risks and allows management to define appropriate internal controls and determine the
effectiveness of these controls. In manufacturing companies, many business processes
occur in this field. The author takes an example of a business cycle in a manufacturing
company that has a high business risk, namely the inventory cycle. When the internal
auditors conduct an audit using a risk-based internal audit approach, the company's
internal auditors will be able to correctly identify the risks that occur in the inventory
cycle and also enable the company's management to apply internal controls to the risks
that occur in the inventory cycle.
3. Audit implementation is more efficient and on target
A risk-based internal audit approach that refers to the prioritization of risks faced
by the organization allows for a more effective, and efficient allocation of resources
because it prioritizes risk areas with high priority. When a manufacturing company
implements a risk-based internal audit, management and internal auditors prioritize areas
with high risk so that business processes, especially production processes from the
company, will not be hampered due to the audit process because the internal auditors will
plan.
4. Improving the ability to identify and measure risks in various areas ranging from strategic,
policy, financial, operational, and other work areas
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When a manufacturing company implements a risk-based audit in its audit
implementation, the company will get more benefits compared to implementing an audit
with traditional implementation. The application of a risk-based audit not only audits the
finance department but also conducts audits and measures risks in work areas such as
production areas, company operations, related company business processes, and company
finances.

CONCLUSION

The activities of a company will continue to change following the changes that occur
in the internal environment and the community environment. If there is a change in the
activities or business processes of the company, it will pose a risk and can even be an
opportunity for the company to increase its profitability. Over time, the role of internal
auditors has also changed according to the times, with the emergence of a paradigm shift
where the internal audit is responsible for supervising every operational activity of the
company, at this time internal audit is also responsible as a consultant and even a partner for
management. The role of a risk-based audit within the company is as a way to assure to all
parties, starting from the company's internal and external parties.

Risk-based audit is very important because it functions to provide assurance to the
Board of Commissioners and the Board of Directors that the internal control and risk
management processes have been carried out properly so that management can streamline
its responsibilities by limiting these risks. Besides being important, the advantages of
implementing risk-based internal audit can provide benefits for companies such as the
implementation of a more adaptive audit, audit implementation as a risk management tool,
audit implementation is more efficient and on target, and improving the ability to identify
and measure risks in various areas ranging from strategic, policy, financial, operational and
other work areas. Then, the risk-based audit places the Risk Universe as the center point of
developing an audit strategy to address management risk according to its priority level.
Throughout the audit cycle, risks will be handled appropriately and reported accurately to
provide insight to top-level management so they can make more informed decisions as the
next control step.
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