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Now that we’re about 10 months into this pandemic, social distancing, long hair, 
public mask wearing, toilet paper hoarding, working from home, Tik-Tok obsession and 
Zoom birthday celebrations are some of the new norms in our daily lives. 

It would be bewildering to expect to go back to the status quo anytime soon, even 
in the accounting profession. Therefore, as we approach the 2020 year-end, auditors 
should not expect to have substantial physical fieldwork and must adapt to remote 
auditing being the new norm in our profession. 

Remote auditing is not a complete solution and has obstacles that should be 
addressed so audit quality is still the most important objective. As such, the AICPA 
hosted a webcast in which Chief Auditor Bob Dohrer, CPA discussed best 
practices to ensure a private company audit adheres to AICPA 
auditing standards while conducting remote audits. 

Dohrer stated that auditing standards generally 
address what evidence to obtain, but not how 
to obtain that evidence. He also states,  
“There’s no prohibition on conducting audit 
procedures remotely.”

Planning
Planning is essential in every audit and is 
even more critical during this time. The 
Center for Plain English Accounting 
(CPEA) issued a special report, 
Consequences of COVID-19 
Potential Auditing Challenges, 
reminding auditors 
of their 
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professional responsibility to plan and perform any audit with 
professional skepticism—even in a remote audit. With that in mind, 
planning meetings should include a discussion of the scope and timing, 
an explanation of the remote audit approach—including anticipated 
similarities and differences between face-to-face and remote audits—
and possible limitations.

Examples of information covered during the meeting include:
• Availability of electronic documentation and timing;
• Technology that will be used and the adequacy of the staff training 

in these technologies;
• Security and privacy concerns over the 

transmission and collection of confidential 
information—including obtaining advance 
authorizations for taking video and still 
photography; and

• Identification of all key members of the 
client along with their availability during the 
fieldwork dates to conduct fraud interviews.
According to AU-C Sec. 240, inquiries 

of management and others within the entity 
are generally most effective when they involve 
in-person discussions. However, due to current 
circumstances preventing in-person meetings, 
video conferencing would be preferable to audio-
only as auditors would be able to see and read 
body language similar to what would be observed 
during a site visit.

Based on the increased content and 
explanation, auditors should allocate additional 
budget for planning in a remote audit, as well as 
have substantive discussions on engagement risks 
with the engagement team prior to commencing 
audit fieldwork. 

Fraud Risk 
“Auditors should be on high alert,” declared 
Dohrer. Layoffs and furloughs of key employees 
and movement of the work force from the office 
to a remote environment, coupled with changes 
in internal controls to accommodate the 
remote workflow, and increased pressure and 
incentives on management to manipulate the 
financial statements to meet loan covenants are 
all reasons pointing to heightened fraud risk. 
In such cases, auditors may need to adjust the 
design and implementation of procedures  
to appropriately address these potential fraud 
risks that could have a material effect on the 
financial statements. 

This may include conducting two 
evaluations of the design and implementation  
of relevant controls: one for controls that existed 
before the pandemic and another for controls 
put in place after the pandemic began.  

Auditors may realize that they cannot rely on the effectiveness of the 
internal controls like they usually do. 

Internal Controls
According to the CPEA, “Even when auditors have no plan to rely 
on the operating effectiveness of controls and may have to increase 
substantive testing, auditors are still required to understand internal 
control relevant to the audit. An understanding of internal control 
assists auditors in identifying types of potential misstatements and 

factors that affect the risks  
of material misstatement and in designing 
the nature, timing and extent of further audit 
procedures. When risk assessment procedures 
identify significant risks, auditors then are 
obligated to evaluate whether controls relevant  
to those significant risks are suitably designed  
and implemented.” 

How does an auditor determine if the controls 
have actually been implemented?

Under normal circumstances, the auditor 
would be able to do a walk-through to obtain 
evidence of transactions, from initiation, 
authorization, processing, recording and reporting. 
Walk-throughs could involve inquiry, observation, 
examination/inspection and reperformance 
procedures. But given the current environment 
with social distancing in place, some of these 
traditional procedures performed at a client site 
may be more difficult—or at times, not possible. 

Since the evaluation can’t be performed 
through inquiry alone, auditors must consider 
other audit evidence that can be remotely obtained 
that indicates controls are designed in a way that 
would prevent or detect and correct material 
misstatements in a timely manner, if operated 

effectively (AU-C Sec. 314). 
The auditor may corroborate the responses 

to inquiries by performing further observations 
of controls in operation via videoconferencing 
or other interactive media, such as screen 
sharing, to inspect documents and reports, or 
trace transactions through the information 
system relevant to financial reporting. When no 
other procedure is more effective, corroborating 
inquiries, combined with observations, 
consideration of past activities or other evidence 
supporting the inquiries, may together provide 
sufficient evidence. 

When audit evidence is not available from 
any other sources, corroborative inquiries 
made of multiple sources may still have 
significant value when determining whether 
a control has been implemented (AU-C Sec. 
314). If done properly, the audit evidence 
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obtained through these remote procedures will 
retain its reliability and appropriateness. If, on 
the other hand, auditors are unable to obtain 
sufficient appropriate audit evidence to perform 
and complete the risk assessment process, then 
auditors may have scope limitations. 

Inventory Observations
If inventory is material to the financial statements, 
the auditor should obtain sufficient appropriate 
audit evidence regarding the existence and 
condition of inventory by attending the physical 
inventory count, unless impracticable, and 
perform audit procedures over the entity’s final 
inventory records to determine whether they 
accurately reflect actual inventory count results 
(AU-C secs. 501.11 and .14). 

In this pandemic environment, auditors  
can argue that for their own safety concerns, or 
due to government-imposed travel restrictions, in-
person attendance is impracticable and therefore 
the standards specify for the use of “alternative 
audit procedures.”

If circumstances prevent clients from 
conducting a year-end physical inventory count 
resulting in the postponement to a later date 
when it may be safe again, then the auditor 
should attend the observation on the later date. 
Additionally, the auditor would have to perform 
roll-back or roll-forward audit procedures 
to calculate the inventory count at year-end. 
This alternative is not that uncommon as we 
have seen this especially in a first-year audit 
engagement whereby the auditor is brought in 
after year-end. 

In some cases, the client may be able to 
perform the usual physical inventory count, 
but auditors are unable to physically attend. 
According to the AICPA FAQs, Audit Matters 
and Auditor Reporting Issues Related to COVID-19, 
the auditing standards do not prohibit the 
use of technology when performing inventory 
observations. As a matter of fact, Statement on 
Auditing Standards (SAS) 142, Audit Evidence, 
addresses similar issues arising from remote 
auditing during the pandemic and will 
modernize private company auditing standards 
by recognizing the critical value of technology 
and information in today’s audit procedures. 

In instances when auditors are satisfied 
with the inventory counting process, they may 
be able to use technologies to observe these counts, including live video 
streams at client inventory locations, video camera recordings with 
two-way communication and pictures taken of the inventory that can 

be quickly counted later. According to Dohrer, 
SAS 142 is designed to enhance the auditor’s 
assessment of whether sufficient and appropriate 
audit evidence has been obtained and establishes 
a multifaceted consideration of attributes and 
factors in evaluating audit evidence.

Documentation & Audit Evidence
During the pandemic, accessing client books and 
records may be an obstacle for auditors, especially 
in cases where clients still maintain mostly paper 
records. It may take significantly more time for the 
client to prepare and upload documents to a file-
sharing platform than it would to provide access 
to a file folder or binder onsite. 

Depending on the documentation method 
from paper records to database storage system, 
the client personnel will need to take the time to 
convert these records into a reviewable format 
(such as PDF) and upload the files. 

Often, direct access can be granted on 
a temporary basis, solely for the duration of 
the audit. Secure web portals, meanwhile, 
are critically important for secure sharing of 
documents. Auditors should be open to receive 
and review information in whatever format is 
most easily obtained. Nevertheless, auditors need 
to consider the authenticity of those records and 
should perform additional audit procedures to 

be satisfied that those records are complete, 
accurate and authentic.

Unlike onsite records reviews, 
remote reviews do not typically allow for 
contemporaneous questions. When reviewing 
records remotely, the auditor should take notes 
and write down questions to be asked during 
the remote interviews. 

However, one way to incorporate 
synchronous questioning during remote 
reviews is to set up a video teleconference 
between the auditor and the person tasked 
with implementing the program being 
reviewed. This allows for documents to be 
shared and reviewed, and for questions and 
answers to be given in real time. 

Depending on the circumstances of the 
audit, audit evidence in the form of external 
confirmations received directly by auditors 
from confirming parties may be more 
reliable than evidence generated internally 
by the entity. In cases where a client site has 

been shut down or key staff are no longer onsite, obtaining external 
confirmations could be an alternative way to obtain audit evidence. 
However, there could be situations in which those audit confirmations 
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are not filled out and sent back to the auditors, perhaps due to office 
closures and mail issues. In such cases, auditors would have to design 
additional audit procedures to gain sufficient, appropriate audit 
evidence related to the existence and valuation of key accounts such as 
accounts receivable. 

Due to increasing business closures and movement to 
telecommuting models, auditors may consider sending electronic 
confirmations rather than paper ones. And although verbal 
confirmations are not the best source of audit evidence, perhaps during 
these times it might be the fastest and most effective way to obtain 
confirmation of account balances.

Conclusion
Remote auditing is neither a one-size-fits-all solution nor a complete 

replacement for an in-person audit. However, remote auditing can play 
a significant part and provide assurance when special circumstances 
prevent business as usual. Look at the positives: reduced travel costs; 
extended pool of available auditors from anywhere in the country; 
expanded coverage when competing priorities of volume and time 
occur; improved document reviews done at the auditor’s own 
pace, which can provide higher quality review and more in-depth 
documentation; improved use of available technology to strengthen 
documentation and reporting; and mitigated audit burden to client 
operations as time required to gather and digitize documentation, video 
and images can be spread over several weeks instead of concentrated 
into an audit period that takes personnel from their daily activities. 

Jillian Phan, CPA is a partner at Meloni Hribal Tratner LLP. You can reach 
her at jphan@mhtcpa.com. 
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