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B.Com - Odd Sem : End Semester Exam 
Academic Year:2020-2021 

18ACCAF8 - Audit and Assurance Standards 
Set No: 2

Time: Max.Marks: 100

S.NO Answer All Questions Choice Options Marks CO

1. What is Assurance Engagement and explain types of Assurance Engagement choice
Q-2 10Marks CO1

2. What are the duties of auditor 10Marks CO1

3. Explain UK Codes of corporate governance choice
Q-4 15Marks CO1

4. Mention different types of threats to independence, objectivity and Integrity and explain 3 examples of Self review threats
along with safeguards 15Marks CO1

5. Explain “Confidentiality” one of the 5 fundamental principles of professional ethics, along with exceptions to
Confidentiality and types of disclosures that can be made by the auditors as an exception to confidentiality.

choice
Q-6 10Marks CO2

6. List out the Limitations of the internal audit function 10Marks CO2

7.

An understanding of internal control assists the auditor in identifying potential misstatements and factors that affect the risks
of material misstatement, and in designing the nature, timing and extent of further audit procedures. (a) Explain the
limitations of internal control systems. One method of recording an audit client's accounting and internal control system is
using narrative notes. (b) (i) Describe two advantages and two disadvantages of using narrative notes to document
accounting and control systems. (ii) Briefly describe two alternative methods of documenting accounting and control
systems.

choice
Q-8 15Marks CO2

8.

Answer the question

15Marks CO2

9.

Homes'r'Us is a large listed construction company based in the north of the country, whose activities encompass house
building and development. Its annual revenue is $550 million and profit before tax is $70 million. You are the audit senior
involved with the audit of Homes'r'Us for the year ended 31 December 20X7. The following matter has come to your
attention during the review stage of the audit in April 20X8. Customer going into liquidation One of Homes'r'Us's major
commercial customers has gone into liquidation shortly after the year end. As at the year end, the customer owed the
company $7.5 million. Required For above event at Homes'r'Us mentioned above: (a) Describe the additional audit
procedures you will carry out. (b) State whether the financial statements will need to be amended and explain your
reasoning. (c) Discuss the potential impact on the auditor's report, fully explaining your answers.

choice
Q-10 10Marks CO3

10.

Ajio is a charity whose constitution requires that it raises funds for educational projects. These projects seek to educate
children and support teachers in certain countries. Charities in the country from which Ajio operates have recently become
subject to new audit and accounting regulations. Charity income consists of cash collections at fundraising events, telephone
appeals and bequests (money left to the charity by deceased persons). The charity is small and the trustees do not consider
the charity able to afford to employ a qualified accountant. The charity employs a part-time bookkeeper and relies on
volunteers for fundraising. Your firm has been appointed as accountants and auditors to this charity because of the new
regulations. Accounts have been prepared (but not audited) in the past by a volunteer who is a recently retired Chartered
Certified Accountant. Required Describe the risks associated with the audit of Ajio under the headings inherent risk, control
risk and detection risk and explain the implications of these risks for overall audit risk. Note. You may deal with inherent
risk and control risk together. You are not required to deal with the detail of accounting for charities

10Marks CO3

11. You are the auditor of Elsams Co which operates a chain of retail shops throughout the country selling a wide range of
electrical goods. Each branch has computerised cash registers linked into the central computerised sales, receivables and
inventory records. At the point of sale, the information keyed in includes the following: branch reference, product number,
inventory location, unit selling price and date of sale. The file of inventory records is updated daily for sales and receipts. It
contains both cost (on a FIFO basis) and selling price information. The only regular printed output is sales summaries

choice
Q-12

15Marks CO3
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analysed by value, product and branch. Required Explain the ways in which you, as the auditor of Elsams Co, could use
computer programs to assist in the verification of inventory at the year end, and explain their limitations.

12.

You are the auditor of Elsams Co which operates a chain of retail shops throughout the country selling a wide range of
electrical goods. Each branch has computerised cash registers linked into the central computerised sales, receivables and
inventory records. At the point of sale, the information keyed in includes the following: branch reference, product number,
inventory location, unit selling price and date of sale. The file of inventory records is updated daily for sales and receipts. It
contains both cost (on a FIFO basis) and selling price information. The only regular printed output is sales summaries
analysed by value, product and branch. Required Without particular reference to Elsams Co, describe the objectives and
principles of using test data and comment on the areas where it can be of most use in an audit, and on the difficulties of this
technique. (b) Describe the following different methods of sample selection: (i) Random selection (ii) Systematic selection
(iii) Haphazard selection (iv) Block selection

15Marks CO3

13.

Answer the following sub questions (a) and (b) (a) ISA 560 Subsequent events provides guidance on the responsibilities of
auditors regarding subsequent events. Briefly explain the responsibilities of auditors for facts discovered up to the date of
the auditor's report, facts discovered after the date of the auditor's report but before the accounts are issued and for facts
discovered after the financial statements have been issued. (c) Briefly discuss the use of analytical procedures at the review
stage of the audit.

choice
Q-14 10Marks CO4

14. ISA 580 Written representations explains the purpose and use of written representations as audit evidence. State six items
that could be included in a written representation. 10Marks CO4

15.

Answer the question

choice
Q-16 15Marks CO4

16.

Answer all the sub questions from (a) to (c) (a) Explain the difference between the overall audit strategy and the audit plan
and state the key contents of the overall audit strategy document. (b) Briefly explain the reasons for auditors documenting
their work. (c) Many audit firms use standardised working papers. List the advantages and disadvantages of audit firms
using standardised working papers to document their audit work.

15Marks CO4
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