a) You have been asked to audit Manimal Ltd for the financial year ended 31 December 2021.The draft financial statements of Manimal Ltd for the year ended 31 December 2021 showed that the company had a profit before tax of £583,000 with total assets amounting to £2,880,000. Manimal Ltd produces custom made furniture based on each customers unique requirements. On 1 January 2022, Manimal Ltd received a notification that one of its customers, Jaime Ltd had been declared insolvent and was in the process of being wound up. The external auditors identified an outstanding amount of £27,000 that was owed by Jaime Ltd and inventory worth £25,200 that had been manufactured based on a design unique to Jamie Ltd. However, the directors of Manimal Ltd have refused to write off the amount owed by Jamie Ltd and to adjust the inventory values.

Required : 

Discuss whether the auditor’s report should be modified in each of the above cases giving reasons for the modifications if any. In your discussion, outline the necessary modifications. 

