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Announcement  
 

Audit in Situations of Missing or Incomplete Records 
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“43. A scope limitation may be imposed by circumstances, for example, when the 
timing of the auditor's appointment is such that the auditor is unable to observe the 
counting of physical inventories.  It may also arise when, in the opinion of the auditor, 
the entity's accounting records are inadequate or when the auditor is unable to 
carry out an audit procedure believed to be desirable.  In these circumstances, the 
auditor would attempt to carry out reasonable alternative procedures to obtain 
sufficient appropriate audit evidence to support an unqualified opinion.  
(emphasis added) 

44. When there is a limitation on the scope of the auditor's work that 
requires expression of a qualified opinion or a disclaimer of opinion, the 
auditor's report should describe the limitation and indicate the possible 
adjustments to the financial statements that might have been determined to be 
necessary had the limitation not existed.” 
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In situations of  Qualified Opinion 

“We have audited .………..   

Except as discussed in the following paragraph, we conducted our audit in 
accordance with ……….  

We did not observe the counting of the physical inventories as at 31st March 
2XXX since that date was prior to the time we were appointed as auditors of 
………….(Name of the entity).  Owing to the nature of the entity’s records, 
we were unable to satisfy ourselves as to inventory quantities by other audit 
procedures.” 

 
 

In situations of  Disclaimer of Opinion 

 “The paragraph discussing the scope of the audit would either be 
omitted or amended according to the circumstances.(emphasis added) 

(Add a paragraph discussing the scope limitation as follows:) 

We were not able to observe all physical inventories and confirm accounts receivable 
due to limitations placed on the scope of our work by the entity.” 
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“10. There is an inverse relationship between materiality and the degree of audit risk, 
that is, the higher the materiality level, the lower the audit risk and vice versa. For 
example, the risk that a particular account balance or class of transactions could be 
misstated by an extremely large amount might be very low, but the risk that it could be 
misstated by an extremely small amount might be very high. The auditor takes the 
inverse relationship between materiality and audit risk into account when determining 
the nature, timing and extent of audit procedures. For example, if, after planning for 
specific audit procedures, the auditor determines that the acceptable materiality level is 
lower, audit risk is increased. The auditor would compensate for this by either: 

(a) reducing the assessed degree of control risk, where this is possible, and 
supporting the reduced degree by carrying out extended or additional 
tests of control; or 

(b) reducing detection risk by modifying the nature, timing and extent of 
planned substantive procedures.” 
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“Inquiry and Confirmation 

14. Inquiry consists of seeking appropriate information from knowledgeable 
persons inside or outside the entity. Inquiries may range from formal written 
inquiries addressed to third parties to informal oral inquiries addressed to persons 
inside the entity. Responses to inquiries may provide the auditor with information 
which he did not previously possess or may provide him with corroborative evidence. 

15.  Confirmation consists of the response to an inquiry to corroborate 
information contained in the accounting records. For example, the auditor 
requests confirmation of receivables by direct communication with debtors.” 
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