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

18ACCAF8 - Audit and Assurance Standards 
Set No: 4

Time: Max.Marks: 100

S.NO Answer All Questions Choice Options Marks CO CO
BTL

COI
BTL

1. What are the types of review engagements? Also explain the inherent limitations of external audit. choice
Q-2 10Marks CO1 3 3

2. What is Assurance Engagement and explain types of Assurance Engagement 10Marks CO1 3 3

3. What is audit engagement letter and what are the matters (Including additional matters) to be covered in audit engagement
letter?

choice
Q-4 15Marks CO1 3 3

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

5.

You are a recently qualified Chartered Certified Accountant in charge of the internal audit department of ZX, a rapidly
expanding company. Revenue has increased by about 20% p.a. for the last five years, to the current level of $50 million. Net
profits are also high, with an acceptable return being provided for the four shareholders. The internal audit department was
established last year to assist the board of directors in their control of the company and to prepare for a possible listing on
the stock exchange. The Managing Director is keen to follow the principles of good corporate governance with respect to
internal audit. However, he is also aware that the other board members do not have complete knowledge of corporate
governance or detailed knowledge of International Auditing Standards. Required Write a memo to the board of ZX that
explains how the internal audit department can assist the board of directors in fulfilling their obligations under the principles
of good corporate governance.

choice
Q-6 10Marks CO2 3 3

6.

You are a recently qualified Chartered Certified Accountant in charge of the internal audit department of ZX, a rapidly
expanding company. Revenue has increased by about 20% p.a. for the last five years, to the current level of $50 million. Net
profits are also high, with an acceptable return being provided for the four shareholders. The internal audit department was
established last year to assist the board of directors in their control of the company and to prepare for a possible listing on
the stock exchange. The Managing Director is keen to follow the principles of good corporate governance with respect to
internal audit. However, he is also aware that the other board members do not have complete knowledge of corporate
governance or detailed knowledge of International Auditing Standards. Required Write a memo to the board of ZX that
explains the advantages and disadvantages to ZX of an audit committee.

10Marks CO2 3 3

7.

Answer the question

choice
Q-8 15Marks CO2 3 3

8.

An internal control system has been described as comprising 'the control environment and control activities. It includes all
the policies and procedures (internal controls) adopted by the directors and management of an entity to assist in achieving
their objective of ensuring, as far as practicable, the orderly and efficient conduct of its business, including adherence to
internal policies, the safeguarding of assets, the prevention and detection of fraud and error, the accuracy and completeness
of the accounting records, and the timely preparation of reliable financial information'. Explain the meaning and relevance to
the auditors giving an opinion on financial statements of each of the management objectives above

15Marks CO2 3 3

9. Homes'r'Us is a large listed construction company based in the north of the country, whose activities encompass house choice 10Marks CO3 3 3
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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. In March 20X8 a fire was started by vandals at one of the
company's ten storage depots, destroying $1 million worth of building materials. 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.

Q-10

10. Define all of the following terms a) Audit sampling b) Statistical sampling c) Non-statistical sampling d) Sampling risk e)
Non-sampling risk 10Marks CO3 3 3

11.

Answer the question

choice
Q-12 15Marks CO3 3 3

12.

Use the entire scenario given in Q. No. 11 above (a) Describe substantive procedures the auditor should perform to obtain
sufficient and appropriate audit evidence in relation to Hyacinth Co’s year-end sales tax liability. The audit is now almost
complete and the auditor's report is due to be signed shortly. The following matter has been brought to your attention: On 3
February 20X9, a flood occurred at the off-site warehouse. This resulted in some damage to inventory and property, plant
and equipment. However, there have been no significant delays to customer deliveries or complaints from customers.
Hyacinth Co’s management has investigated the cause of the flooding and believes that the company is unlikely to be able to
claim on its insurance. The finance director of Hyacinth Co has estimated that the value of damaged inventory and property,
plant and equipment was $0.7m and that it now has no scrap value. (b)(i) Explain whether the 20X8 financial statements of
Hyacinth Co require amendment in relation to the flood; and (ii) Describe audit procedures which should be performed in
order to form a conclusion on any required amendment.

15Marks CO3 3 3

13. Answer the question choice
Q-14

10Marks CO4 3 3
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14. Answer the question 10Marks CO4 3 3
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15. Answer the question choice
Q-16

15Marks CO4 3 3
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16.
Answer all the sub questions given below from (a) to (c) (a) State the characteristics of a bank confirmation letter. (b) List
six examples of items requested in the bank confirmation letter. (c) Explain the purpose and importance of the bank
reconciliation

15Marks CO4 3 3
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