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Introduction
The COVID-19 pandemic has caused disruptions in business 
operations worldwide due to travel restrictions, lockdown 
requirements, and other limitations. These changes have 
necessitated engagement teams to shift the timing of when 
they perform audit procedures. For example, inventory 
observations may have occurred prior to period-end or in some 
cases may take place subsequent to period-end. 

The purpose of this article is to provide guidance on the audit 
evidence to be obtained for the intervening period, the time 
between the performance of testing and period-end that is 
commonly referred to as the “roll-forward” or “roll-back” period. 

When performing procedures at a time other than period-
end, the engagement team performs substantive procedures, 
(combined with tests of controls), or further substantive 
procedures only for the intervening period. For example, if due 
to the pandemic an entity was closed at period-end and unable 
to perform its inventory count until the facility reopened, 
the engagement team will perform audit procedures over 
management’s roll-back of the inventory quantities during the 
intervening period (from the inventory observation date back to 
the period-end date). 

The intervening period is typically no more than three months 
of the date of the financial statements. Firms may consider 
implementing a risk management policy for engagement teams 
to consult if the intervening period is greater than three months.

This article provides considerations for audit engagements, 
specifically related to performing procedures before or 
after period end and the audit evidence to obtain in the 
intervening period.
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Audit evidence in the intervening period 
When audit procedures are performed at a date other than 
period-end, such as inventory observation, management 
typically provides the engagement team with a reconciliation 
from the date the procedures were performed to the period-end 
date. In many cases these reconciliations are prepared using 
system-generated reports.

General considerations Specific considerations related to pandemic

Whether the period-end balances of the particular classes of 
transactions or account balances are reasonably predictable 
with respect to amount, relative significance, and composition.

The balance may still be reasonably predictable, particularly 
if the period-end date is close to when market disruptions 
began as is the case with revenue that may have already 
been recognized for nearly the entire period. If so, substantive 
analytical procedures may be an option for testing. If the 
balance is not reasonably predictable, then substantive 
analytical procedures likely will not be effective; tests of details 
will be used instead.

Whether the entity’s procedures for analyzing and adjusting 
such classes of transactions or account balances at non-
period-end dates and for establishing proper accounting cut-
offs are appropriate; this may include the engagement team’s 
understanding of relevant controls and tests of operating 
effectiveness, if any.

Certain entities have been able to continue to employ their 
existing processes and controls without adjustment as they 
were not directly impacted with restrictions from the pandemic. 
However, if the engagement team was unable to perform 
procedures when originally planned due to lockdowns or other 
employee restrictions the engagement team may need to 
adjust their audit procedures.

Whether the information system relevant to financial reporting 
will provide information concerning the balances at period-end 
and the transactions in the intervening period that is sufficient 
to permit investigation of significant unusual transactions or 
entries (including those at or near period- end), other causes 
of significant fluctuations or expected fluctuations that did 
not occur, or changes in the composition of the classes of 
transactions or account balances.

Engagement teams may want to discuss the information 
system capabilities with management prior to determining 
whether they can obtain the necessary information. If the 
entity had to close, management may need to provide support 
to show that they have not been open. For example, the 
engagement team may test that inventory was not received 
during the closure as part of determining if there are any 
unrecorded liabilities. Options for doing so may include 
obtaining live feeds of security camera footage taken of the 
retail locations and warehouses during that time and reviewing 
shipping and receiving records to determine that movement 
was negligible. If management is unable to provide the 
necessary items, the engagement team may need to consider 
alternative procedures to perform. 

In such cases, the engagement team will obtain evidence as 
to the completeness and accuracy of the reports including the 
transactions in the intervening period. 

For example, in testing inventory from the date of the count to 
the period-end, the engagement team may obtain the sales 
journal and purchases journal to select items to validate the 
period-end balance.
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Inventory observation 
Management ordinarily establishes procedures where inventory 
is physically counted at least annually to serve as a basis for 
the preparation of the financial statements and, if applicable, 
to ascertain the reliability of the entity’s perpetual inventory 
system. Inspecting inventory when attending physical inventory 
counting assists in ascertaining the existence of the inventory 
(though not necessarily ownership) and in evaluating its 
condition, such as identifying obsolete, damaged, or aging 
inventory. 

The engagement team may not have been able to observe the 
physical inventory at period end due to restrictions imposed 
because of the pandemic. The engagement team may have 
to perform a count using alternative means or on an alternate 
date.

Relevant matters for consideration when designing audit 
procedures to obtain audit evidence about whether changes in 
inventory amounts between the count date, or dates, and the 
final inventory records are properly recorded include:

• Whether the perpetual inventory records are properly 
adjusted 

• Reliability of the entity’s perpetual inventory records 
• Reasons for significant differences between the information 

obtained during the physical count and the perpetual 
inventory records 

• The strength of the control environment and other relevant 
controls, including expected changes.
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