
 

Financial Audits: A Simple Overview 
 
The purpose of a financial audit is to provide assurance that an organization's financial statements are 
accurate reliable and compliant with relevant laws regulations and accounting standards. Financial audits 
are typically conducted by external auditors who are independent of the organization being audited. 
 
The process involves reviewing and verifying the accuracy and completeness of the organization's financial 
records, testing the organization's internal controls, and evaluating the overall financial reporting process. 
The results of a financial audit are typically reported in an audit report, which includes an opinion on the 
fairness and reliability of the financial statements. 
 
There are six reasons to conduct a financial audit: 
 

1. To Meet Legal or Regulatory Requirements: In some cases a company may be required by law to 
undergo a financial audit such as publicly traded companies or organizations that receive 
government funding. 

2. To Improve Financial Reporting: A financial audit can help identify errors or misstatements in a 
company's financial statements and provide recommendations for improving the accuracy and 
clarity of the information presented. 

3. To Identify and Address Financial Risks: Financial audits can help a company identify and address 
potential financial risks such as fraud or mismanagement of assets. 

4. To Improve Internal Controls: A financial audit can help a company identify weaknesses in its 
internal controls and recommend improvements to reduce the risk of errors or fraud. 

5. To Attract Investors: A financial audit can provide reassurance to potential investors that 
accompanies financial statements are reliable and accurate and finally. 

6. To Increase Credibility and Transparency: A financial audit can increase the credibility and 
transparency of a company's financial information which can improve relationships with 
stakeholders such as customers and suppliers. 

 
A financial audit can provide management with valuable insights and information that can be used to 
make more informed business decisions whether your company conducts a financial audit as a requirement 
or to get a better idea of where their company sits financially. Having the right auditor makes the process 
more efficient. 
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