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Introduction
In the realm of auditing, auditors are often faced with decisions about which procedures to
perform and which to omit. These decisions are guided by professional standards, the
specific circumstances of the audit, and the auditor’s judgment. It is essential for auditors
to understand when omitting a procedure is justified and defensible, as this can impact the
audit’s overall quality and compliance with applicable standards. This article explores
various valid reasons and circumstances where each factor, independently, might serve as
sufficient basis for an auditor to omit a particular audit procedure.

Understanding the Basis for Omitting Procedures
Before delving into specific reasons, it is crucial to recognize the fundamental principles
behind omitting procedures:

- Risk assessment: If the risk of material misstatement is low, certain procedures may be
unnecessary.
- Efficiency and effectiveness: The auditor aims to gather sufficient appropriate evidence
without unnecessary work.
- Professional judgment: Decisions should be supported by a thorough understanding of
the client’s environment and controls.
- Standards compliance: Omissions must align with established auditing standards, such as
those outlined by the IAASB or AICPA.

With these principles in mind, let’s examine circumstances where each reason might
independently justify omitting a procedure.

Reasons Supporting the Omission of Audit
Procedures

1. The Procedure Is Redundant or Unnecessary Based



on Risk Assessment
An auditor may determine that certain procedures are redundant if other procedures have
already provided sufficient evidence, especially when:

- The evidence obtained from other procedures directly addresses the same assertion.
- The risk of material misstatement related to a particular assertion is assessed as low or
negligible.

Example:
If an auditor has already tested cash receipts through bank reconciliations and deposit
testing, a separate count of cash on hand might be deemed unnecessary if controls are
strong and previous evidence supports the conclusion.

Implication:
Redundancy can be justified if the risk of missing a material misstatement is minimal and
other procedures provide adequate coverage.

2. The Client’s Internal Controls Are Strong and
Reliable
When an entity has effective internal controls that are consistently applied, auditors might
omit substantive procedures that would otherwise be performed in the absence of such
controls.

- Controls are tested and found to be effective.
- The control environment minimizes the risk of material misstatement.

Example:
If control testing indicates high reliability, the auditor may omit substantive analytical
procedures for accounts like payroll or receivables.

Implication:
This is valid when control testing confirms that controls are operating effectively, reducing
the need for additional procedures.

3. The Nature and Extent of Other Evidence Obtained Is
Sufficient
In some cases, other evidence collected during the audit provides sufficient assurance,
rendering certain procedures unnecessary.

- Evidence from external confirmations.
- System-generated reports or data analysis.
- Prior period audits’ findings that have not changed significantly.

Example:
If external confirmations of receivables confirm balances and the auditor has verified



subsequent cash receipts, further detailed testing may be omitted.

Implication:
When alternative evidence is robust, omitting some procedures is justified.

4. The Procedure Is Not Relevant to the Specific Audit
Objective
Certain procedures may be irrelevant to the audit’s scope or specific assertions, making
their omission appropriate.

- The procedure does not address the relevant assertion.
- The risk related to that assertion is insignificant.

Example:
Testing the inventory count schedule may be unnecessary if the audit scope is limited to
valuation and not physical existence.

Implication:
The relevance of the procedure to the audit objectives is a key determinant.

5. The Procedure Is Cost-ineffective or Impractical
Auditors may omit procedures if performing them would be disproportionately costly or
impractical, especially when the likelihood of material misstatement is low.

- Geographic or logistical constraints.
- The client’s operational environment complicates testing.

Example:
Attempting to verify inventory at a remote site may be omitted if alternative procedures
provide sufficient evidence and the cost is prohibitive.

Implication:
Such omissions are acceptable if the risk is low and alternative evidence suffices.

6. The Procedure Has Already Been Performed and
Documented Properly
When a procedure has been previously performed and properly documented, and the
circumstances haven’t changed, repeating it might be unnecessary.

- Consistency in procedures across periods.
- No significant changes in client operations.

Example:
Annual bank reconciliations performed at the year-end can be relied upon if no subsequent



transactions affect the balances.

Implication:
Proper documentation and stable circumstances support omission in these cases.

7. The Procedure Is Out of Date or No Longer Relevant
If a procedure is outdated or no longer relevant due to changes in client operations or
control environment, it can be omitted.

- Changes in processes or systems.
- Updated risk assessments indicate the procedure is unnecessary.

Example:
Testing controls over a discontinued process might be omitted.

Implication:
Relevance and timeliness are critical factors.

Important Considerations When Omitting
Procedures
While each of the above reasons can independently justify omitting a procedure, auditors
must consider the following:

- Documentation: Clearly document the rationale for omission.
- Professional judgment: Ensure decisions are well-supported.
- Risk of material misstatement: Confirm that the omission does not increase detection risk
unduly.
- Consultation: When in doubt, discuss with team members or supervisors.

Conclusion
Deciding to omit an audit procedure is a significant judgment call that must be supported
by sound reasoning and adherence to auditing standards. Each of the reasons
discussed—whether it’s the sufficiency of existing evidence, the strength of internal
controls, cost considerations, or relevance—can, by itself, justify omitting a procedure
when appropriately justified. Ultimately, the goal is to balance audit efficiency with the
necessity of obtaining sufficient, appropriate evidence to support an opinion, ensuring the
integrity and quality of the audit process.

---
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Frequently Asked Questions

What are some common circumstances where an
auditor might omit a procedure based on professional
judgment?
An auditor might omit a procedure if the prior audit evidence obtained is sufficient and
appropriate, the procedure is deemed unnecessary due to the assessed risk being low, or
if the procedure's omission is justified by alternative audit evidence. Such decisions must
comply with auditing standards and be well justified.

Can the existence of controls that are considered
effective justify omitting an audit procedure?
Yes, if controls are well-designed and tested to be effective, an auditor may decide to omit
certain substantive procedures related to those controls, provided this approach aligns
with auditing standards and the auditor's risk assessment supports such omission.

How does the assessment of inherent risk influence the
decision to omit a procedure?
If inherent risk for a particular assertion is assessed as very low, an auditor might omit
certain procedures related to that assertion because the likelihood of material
misstatement is minimal, but this decision must be supported by appropriate evidence and
professional judgment.

What role does previous audit evidence play in an
auditor's decision to omit procedures during a recurring
audit?
Previous audit evidence that remains relevant and reliable can provide a basis for omitting
some procedures, especially if the client's controls and processes have not changed
significantly, thereby reducing unnecessary audit work while maintaining audit quality.

Are there any risks or drawbacks associated with an
auditor deciding to omit procedures based solely on
individual circumstances?
Yes, omitting procedures without proper justification can lead to incomplete audit
evidence, increased risk of undetected misstatements, and potential non-compliance with
auditing standards. Such decisions should always be supported by sufficient professional
reasoning and documentation.



Additional Resources
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In the realm of financial auditing, the decision to perform or omit specific procedures is a
critical component of the overall audit strategy. Auditors are tasked with obtaining
sufficient appropriate audit evidence to form an opinion on the financial statements. While
comprehensive procedures are the norm, there are situations where, based on specific
conditions or circumstances, an auditor might justifiably omit certain procedures without
compromising the audit’s integrity. Understanding these circumstances is essential for
auditors to exercise professional judgment responsibly and to ensure compliance with
auditing standards. This article explores the various factors and scenarios—each of which,
individually, can serve as a valid basis for an auditor to omit a procedure—providing a
detailed analysis of their implications and applications.

---

Understanding the Foundations: When Can
Procedures Be Omitted?

Before delving into specific reasons that justify omission, it is important to recognize the
fundamental principles guiding such decisions. Auditing standards, such as the
International Standards on Auditing (ISA) and Generally Accepted Auditing Standards
(GAAS), emphasize the importance of professional judgment, risk assessment, and the
sufficiency of evidence. An auditor must ensure that any omission does not lead to a
material misstatement or compromise the audit’s overall quality.

Key Principles Include:

- Risk-Based Approach: Procedures are tailored based on assessed risks. If the risk is
deemed low or mitigated, some procedures may be omitted.
- Materiality: The significance of potential misstatements influences the necessity of
procedures.
- Sufficiency and Appropriateness of Evidence: The auditor must gather enough relevant
evidence, and if alternative procedures or evidence sources adequately address the risk,
some procedures can be skipped.

With this foundational understanding, the focus shifts to specific circumstances where
omission is justified.

---

Conditions That Justify Omission of Procedures

Each of the following factors, when verified and substantiated, can serve as a standalone



basis for an auditor to omit a particular procedure.

1. External Confirmations Already Obtained and Verified

Explanation:
External confirmations—such as bank statements, receivables confirmations, or third-
party attestations—are vital audit procedures to verify account balances and transactions.
If an external confirmation has been received and thoroughly verified, and the information
has been corroborated with other evidence, the auditor may omit subsequent confirmation
procedures for the same account or transaction.

Detailed Analysis:
For example, if the auditor has obtained and confirmed a bank statement directly from the
bank, and the statement matches the client’s records and other evidence, repeating
confirmation procedures may be unnecessary. This is especially pertinent when the
confirmation is recent, reliable, and free from indications of bias or error.

Implications:
- Reduces duplication of effort, saving time and resources.
- Maintains audit quality if confirmation is deemed conclusive and corroborated.
- Should be documented thoroughly to justify omission.

Limitations:
- If there are concerns about the reliability of the confirmation or if discrepancies are
found, procedures should not be omitted.

---

2. Existing Reliable and Sufficient Internal Controls

Explanation:
When an entity has a robust internal control system that is both reliable and effectively
implemented, auditors may decide to omit some substantive procedures related to specific
controls.

Detailed Analysis:
For instance, if internal controls over financial reporting are tested and found to be
operating effectively, auditors might reduce the extent of substantive testing in areas
where controls are effective. This approach is supported by the concept of relying on
controls, which can diminish the need for detailed substantive procedures.

Implications:
- Enhances audit efficiency while maintaining confidence in the evidence.
- Requires sufficient evidence that controls are functioning effectively, typically assessed
through control testing.
- Omission is only justified if control risk is assessed as low.



Limitations:
- Control environment must be thoroughly evaluated; superficial testing is insufficient.
- Changes in controls or operational environments necessitate re-evaluation.

---

3. The Nature of the Transaction or Account Does Not
Warrant Specific Procedures

Explanation:
Certain types of transactions or account balances inherently do not require specific
procedures due to their nature, volume, or inherent risk profile.

Detailed Analysis:
For example, routine transactions with minimal risk of misstatement—such as standard
petty cash disbursements or low-value transactions—may be deemed low-risk and thus not
subjected to elaborate procedures.

Implications:
- Focuses audit efforts on higher-risk areas.
- Justified when the nature of the transaction makes misstatement unlikely.

Limitations:
- The risk profile must be thoroughly assessed; assumptions about low risk should be
supported by evidence.

---

4. The Procedure Has Already Been Performed During
an Earlier Audit

Explanation:
In the case of ongoing audits or interim procedures, certain procedures performed during
a previous audit cycle or earlier period may suffice, eliminating the need for repetition.

Detailed Analysis:
For example, if a prior audit included a detailed inventory count verification, and there
have been no significant changes, the auditor may omit a new count, relying on prior
evidence, provided controls and external conditions remain stable.

Implications:
- Promotes efficiency and reduces audit fatigue.
- Requires confirmation that conditions have not changed materially.

Limitations:
- Any significant changes in operations or inventory levels should prompt re-performance



of procedures.

---

5. The Risk of Material Misstatement Is Assessed as
Very Low (Low-Risk Areas)

Explanation:
When the auditor’s risk assessment indicates a very low risk of material misstatement,
certain procedures, especially those considered high-effort or high-cost, might be omitted.

Detailed Analysis:
For example, in low-risk areas with straightforward transactions and reliable controls, the
auditor might decide that the cost of performing detailed substantive procedures
outweighs the benefit, especially if other evidence sources provide confidence.

Implications:
- Supports a cost-effective audit.
- Must be justified through a documented risk assessment.

Limitations:
- The low-risk assessment must be based on objective evidence and not assumptions.

---

Legal and Regulatory Considerations

In some cases, legal or regulatory frameworks directly influence the decision to omit
procedures. For example, certain jurisdictions may recognize specific documentation or
procedures as sufficient evidence, obviating the need for additional testing. Additionally,
professional standards may specify circumstances where procedures can be omitted,
provided certain criteria are met.

Important Points:

- Compliance with relevant auditing standards and regulations is essential.
- Omission should be documented meticulously, including the rationale.

---

Risks and Caveats Associated With Omitting
Procedures



While each of the above scenarios can justify omission, they are not without risks. The
primary concern is that omission might lead to an incomplete assessment of
misstatements, thereby jeopardizing the audit opinion.

Potential Risks Include:

- Missing material misstatements due to over-reliance on evidence or controls.
- Reduced audit coverage in critical areas.
- Inadequate documentation leading to challenges during peer review or inspections.
- Overconfidence in controls or external evidence without sufficient corroboration.

Mitigating Risks:
Auditors should ensure that omissions are supported by a thorough risk assessment,
corroborated by sufficient evidence, and well-documented. When in doubt, performing
additional procedures is preferable to avoid potential misstatements.

---

Conclusion: Balancing Efficiency and Assurance

Deciding to omit a procedure is a nuanced judgment that hinges on the specific
circumstances surrounding each audit engagement. Each of the conditions
discussed—external confirmations, internal controls, nature of transactions, prior testing,
and risk assessment—can independently justify omission if supported by appropriate
evidence and thorough documentation.

The overarching principle remains: auditors must balance efficiency with the fundamental
objective of obtaining sufficient appropriate audit evidence. Omissions, when justified, can
streamline the audit process, but they must never compromise the quality and reliability of
the audit opinion. Responsible application of professional judgment, adherence to
standards, and diligent documentation are the cornerstones of justified omissions,
ensuring that the audit remains both effective and compliant.

---

In summary, each of these factors—when properly evaluated—serves as a valid basis for
an auditor to omit a procedure, provided that the omission does not adversely affect the
audit’s overall objectives. Recognizing and understanding these scenarios enables auditors
to perform more targeted, efficient, and effective audits while maintaining the highest
standards of professional integrity.
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