
 

 

 
 

TECHNICAL INSIGHTS 
 

A REMINDER TO MEMBERS TO 
TAKE NOTE OF THE MOST COMMON INSPECTION FINDINGS 

 
 

As part of the MICPA’s continuous effort to promote and help auditors enhance their quality 
of audits, this article serves as a reminder to members to take note of the most common 
inspection findings made by the regulator at the engagement level.  The recent inspection 
findings at the engagement level include the following: 
 
1) Sampling 

 
Sampling remains one of the most common inspection findings observed.  One of the 
more prevalent findings observed is in relation to a selection of samples based on a 
monetary threshold using the materiality set for the audit engagement.  The basis of 
selection is not representative, and hence it does not provide adequate audit evidence for 
the remainder of the population.  In the absence of other related audit procedures, this 
gives rise to an untested population issue.  MICPA would like to remind auditors that in 
applying audit sampling, an auditor has to determine a sample size that is adequate so as 
to reduce its sampling risk to an acceptably low level.  Sample items are to be selected in 
a way such that each sampling unit has an equal chance of selection. 

 
2) Accounting Estimates 

 
This finding particularly relates to the assessment of cash flow forecasts and projections 
prepared by management which are used to determine the value-in-use.  There was 
insufficient assessment and challenge by the auditors on the key assumptions used in the 
cash flow forecasts and projections.  MICPA hereby emphasises the importance of 
challenging the key assumptions used by management in their cash flow forecasts and 
projections.  This includes assessing the assumptions relating to forecasted sales volume, 
selling prices and discount rates applied, particularly in the context of the economic climate 
at that time and the public interest entity’s historical trends. 

 
3) Key Audit Matters (KAM) 

 
KAM remains one of the most common inspection findings.  This particularly relates to 
insufficient audit evidence in the working papers to support KAM communicated in the 
auditor’s report and documentation of the rationale to close off significant areas identified 
but not disclosed as KAM in the annual report. 

 
  



 

 

4) Fraud Procedures 
 
This relates to insufficient fraud procedures stated in the working papers to support the 
conclusion on the assessment of the risk of material misstatement of the financial 
statements due to fraud. 
 

5) Group Audits 
 
The findings include those in relation to the direction, supervision and review of the 
component auditors’ work.  It appears that there was insufficient evaluation of the work 
performed by component auditors and lack of follow-up on matters highlighted to the 
component auditors during the review of the component auditors’ working papers.  The 
common mistakes also include insufficient audit procedures performed when the 
component materiality was not lower than the group materiality.   

 
MICPA hopes that this article will be useful to you in strengthening audit quality and furthering 
the quest to develop competent professional accountants who safeguard the public interest 
and uphold the profession’s reputation. 
 


