Auditing

Auditor’s Report
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Meaning of Auditor’s Report

An Auditor’s Report is a formal written opinion given by an auditor after examining the financial
statements of an entity. It states whether the financial statements present a true and fair view of
the financial position and performance of the business.
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Objectives of Auditor’s Report

Objectives of Auditor’s Report

To express an independent opinion on financial statements
To enhance credibility and reliability of accounts

To inform stakeholders (investors, creditors, government)
To ensure compliance with accounting standards and laws
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Types of Auditor’s Report

(A) Unqualified Report (Clean Report)

Issued when financial statements are free from material misstatements
Shows true and fair view
No reservations
(B) Qualified Report
Issued when there are minor issues
Auditor disagrees on specific matters but overall statements are acceptable
(C) Adverse Report
Financial statements do NOT show a true and fair view
Serious misstatements
(D) Disclaimer of Opinion

Auditor is unable to form an opinion

Due to lack of sufficient evidence
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Components of Auditor’s Report

1. Title

Should indicate independence (e.g., Independent Auditor’s Report)
2. Addressee

Usually shareholders or board of directors
3. Opinion Paragraph

Core part stating auditor’s opinion
4. Basis for Opinion

Explains the audit was conducted as per standards



Components of Auditor’s Report

5. Management’s Responsibility

Responsibility for preparing financial statements
6. Auditor’s Responsibility

Responsibility to express opinion
7. Key Audit Matters (KAM)

Important issues identified during audit
8. Other Information

Covers information outside financial statements
9. Signature, Date, Place

Auditor’s signature, membership number, date, location
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Importance of Auditor’s Report

Importance of Auditor’s Report

Builds trust among stakeholders
Helps in decision-making
Detects fraud and errors

Ensures transparency
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Limitations of Auditor’s Report

Limitations of Auditor’s Report

Based on sampling, not 100% checking
Depends on information provided by management
Cannot guarantee absence of fraud
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