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Transactions include sales, purchases, and wages paid during the accounting period.

Account balances include all the asset, liabilities and equity interests included in the
statement of financial position at the period end.
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Classification: Fingncial information must be recorded in the proper accounts and disclosed
in the financial statements in a way that reflects its nature and financial significance.

Example: An auditor checks that short-term and long-term liabilities are correctly classified
in the financial statements. A bank loan that is due within the next year should be classified
as a current liability, while one that is due in more than a year should be classified as a non-

current liability. -
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Auditors might not know of related party relationships ,
and may miss likely wrong doings in these deals.

3)  Nel ip ko of Trutifpro

audit is not an official investigation. Hence, auditor cannot obtain absolute assurance
that financial statements are free from material misstatements due to frauds or errors.



'-{- Timeliness of financial reporting and decrease in relevance of information over time
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An auditor, auditing a company for three years, may reuse second-year info in the third
year. However, new developments might render this information outdated and

unreliable.
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Future events or conditions can negatively impact a business, potentially leading
to its shutdown due to market shifts or adverse incident

The nature of auditing financial statements is inherently retrospective, as it involves
examining the records of past transactions. Auditors assess the company's financial
information up to the date of their report, but they cannot predict future events or
conditions that may impact the entity's ability to continue as a going concern.
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The auditor is, therefore, not in a position to express an opinion as to whether the results
shown in the prospective financial information will be achieved

- N.!Lc‘aﬁudq wordud opinon

nothing has come to practitioner’s attention to suggest that these assumptions do not
provide a reasonable basis for the projection.
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