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Abstract. The study is devoted to defining the essence of professional 

skepticism on which auditing is based. Despite the consolidation of the principle at 

the legislative level, in practice its implementation is not perfect, so the content of the 

principle needs to be more clearly defined. After all, the task of professional ethics is 

that during the audit activities the authorized person carried out his professional 

actions not only in accordance with the laws of the country, but also in the field of 

moral consciousness. 

Keywords. Audit report, principles of auditing, professional skepticism, 

auditing, criteria to be met by the auditor, auditor’s psychology  

 

Introductions. Standardization of audit services is an important element of 

regulatory and methodological support of the quality system of audit services. 

Adherence to international standards in the provision of audit services ensures their 

high quality for users of such services and the objectivity of the conclusion, and for 

the auditors themselves guarantee a flawless image among current and potential users 

of such services, and, consequently, increase the number of appeals for the provision 

of services despite the high level of competition. 

Problems of audit, including the standardization of audit and the formation of 

fundamental principles and postulates of audit, as well as its moral and ethical 

concept, are reflected in the scientific works of many foreign and domestic scholars, 
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including Adams R., Butynets F. F, Savchenko V. J., Hirsch M. B, Shalimova N. S 

and others. 

Aim. The purpose of the study is to determine the nature of professional 

skepticism in the provision of financial reporting audit services and its limits. 

Results and discussion. An audit report is a document prepared by an auditing 

entity based on the results of an audit of financial statements (consolidated financial 

statements) in accordance with international auditing standards and the Law of 

Ukraine “On Auditing Financial Statements and Auditing” [1]. The need for its 

submission is provided for enterprises of public interest (except for large enterprises 

that are not issuers of securities), public joint stock companies, natural monopolies in 

the national market and economic entities operating in the extractive industries [2]. 

The subjects of audit activity are an audit firm or an auditor who meets the following 

criteria: conducts auditing activities as a natural person - entrepreneur or conducts 

independent professional activity; acquired the right to conduct auditing activities on 

the grounds and in the manner prescribed by the above Law; included in the Register 

as a subject of auditing [1]. 

One of the principles on which the work of auditors is based is professional 

skepticism. In accordance with the normative definition, it provides for the possibility 

of material misstatement of information disclosed in the financial statements as a 

result of facts or conduct identified during the audit that indicate a breach, including 

fraud or error, notwithstanding the previous experience of the auditor and the auditor. 

activities on the honesty and integrity of officials of the legal entity whose financial 

statements are audited. The auditor and the auditee should be critical and skeptical of 

the entity's estimates of fair value, impairment of assets, collateral (reserves) and 

future cash flows that affect the entity's ability to continue as a going concern.  

Professional skepticism is also enshrined in international auditing standards. 

Without going into an in-depth analysis of the international legal framework, it 

should be noted that they mostly define it as an approach in which the auditor 

critically assesses the weight of the evidence which is  obtained in its process. 

In accordance with ISA 200, International Standards on Auditing require the 
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auditor to make professional judgments and maintain professional skepticism during 

the planning and performance of the audit, including: 

1) identified and assessed the risks of material misstatement due to fraud or 

error based on an understanding of the entity and its environment, including the 

entity's internal control; 

2) received sufficient and acceptable audit evidence about the existence of 

material misstatements, developing and implementing appropriate actions in response 

to the assessed risks; 

3) formed an opinion on the financial statements based on the conclusions 

made on the basis of audit evidence [3]. 

However, professional skepticism can be defined not only as an approach to 

work, but also as a professional auditor quality , which helps to protect him from 

subjective conclusions. Important is the critical mindset, as well as the ability to 

detect conditions that may indicate possible discrepancies in financial documents as a 

result of error or fraud. In essence, professional skepticism must harmoniously 

combine the auditor's impartiality, objectivity, meticulousness within the law and 

respect for the legitimate interests, rights and freedoms of citizens. 

The Audit by Montgomery provides the  same view of management honesty 

and professional skepticism. The auditor should not be biased towards the honesty of 

management, consider it necessarily dishonest or unconditionally honest. Prejudices 

about the dishonesty of management are refuted by all the experience of auditors. If 

the auditor begins to work with bias in the dishonesty of the administration, then the 

whole course of his actions will be determined by suspicion of the validity of all 

credentials and documents he receives from the client, and then he will work not with 

conviction but with convincing (dishonesty) evidence. An audit that will be 

conducted with such a biased prejudice: it will be unreasonably expensive and 

ineffective for practical purposes. But the auditor should not and unconditionally 

assume that management is completely honest, and he should do so, showing a 

certain level of professional skepticism throughout the audit process and especially in 

the collection and evaluation of evidence, including management responses to audit 
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requests [4, p.91]. This approach of scientists is quite reasonable, because critical 

thinking in the process of professional activity can be more or less hindered by 

cognitive distortions (superiority effect, novelty effect, selective perception, etc.). 

The reasons for their occurrence are the ambiguity of the information obtained 

in the audit process, a large amount of information that is difficult to analyze and the 

need for decisive action in a limited time. We must not forget about the information 

asymmetry, the essence of which is that the client always knows more about their 

business than the auditor. In order to prevent distorted results, special attention 

should be paid to the psychological aspect of auditors' work and their work on self-

improvement. However, as cognitive distortions cannot be completely eliminated, it 

is also necessary to improve the risk assessment system to make them more detailed 

and to introduce more external controls at different stages of activity. On the positive 

side, Ukraine has already taken some practical steps in this direction. For example, 

Clause 4, Part 1, Article 23 of the Law of Ukraine “On Auditing Financial Statements 

and Auditing Activities” defines the collective nature of decision-making, which 

minimizes subjectivity in providing an audit opinion: “... When providing statutory 

audit services financial statements of public interest entities (other than those that 

meet the criteria of a small enterprise), the main place of work must be at least five 

auditors with a total number of skilled workers involved in the tasks, at least 10 

people, with of which at least two persons must prove their qualifications in 

accordance with Article 19 of this Law or have valid certificates (diplomas) of 

professional organizations confirming a high level of knowledge of international 

financial reporting standards… ” 

Conclusions. The principle of professional skepticism is one of the most 

important principles of the auditor. The difficulty of defining its essence and 

implementation in practice is  the fact that it is the personification of the evaluation 

category and is associated with the existence of cognitive distortions in psychology. 

In our opinion, the essence of this principle is to prevent arbitrariness on the part of 

the auditor, his activities within the moral consciousness and prevent the 

implementation of  a superficial analysis  of the financial activities  at organization 
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that requested the audit. It is important to objectively analyze the data obtained and 

minimize the impact of the "history" of the company and the image of its leaders in 

making the audit report. 
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