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

18ACCAF8 - Audit and Assurance Standards 
Set No: 1

Time: Max.Marks: 100

S.NO Answer All Questions Choice Options Marks CO

1. What is the Objective of an External audit? Also define Accountability, stewardship and agency. choice
Q-2 10Marks CO1

2. What are the duties of an External auditor? 10Marks CO1

3. What is Corporate Governance and explain SIX OECD Principles choice
Q-4 15Marks CO1

4. Mention different types of threats to independence, objectivity and Integrity and explain 5 examples of Self Interest threat
with relevant safeguards 15Marks CO1

5. Explain 5 Fundamental principles of professional ethics choice
Q-6 10Marks CO2

6. Explain the Differences between internal and external audit 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 three advantages and three disadvantages of using narrative notes to document
accounting and control systems. (ii) Briefly describe three alternative methods of documenting accounting and control
systems.

choice
Q-8 15Marks CO2

8.

Answer the question

15Marks CO2

9.

ISA 320 Materiality in planning and performing an audit deals with the auditor's responsibility to apply the concept of
materiality in planning and performing an audit of financial statements. Materiality has both qualitative and quantitative
aspects. Required (i) Explain what is meant by 'performance materiality' and contrast it with materiality for the financial
statements as a whole. Give two examples of qualitative factors which may cause misstatements of quantitatively small
amounts to be material. (ii) State what the auditor must document in relation to materiality.

choice
Q-10 10Marks CO3
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10. Answer all the sub questions from (a) to (b) (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.

10Marks CO3

11. Answer the question choice
Q-12

15Marks CO3
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12.

Please use the entire scenario explained in Q. No. 11 above a) Calculate the FOUR ratios listed below, for BOTH years, to
assist you in planning the audit of Harlem Co. Gross profit margin Inventory holding period Gearing Interest Cover Note:
Formulas are NOT required to be shown b) Using the information provided and the ratios calculated, describe EIGHT audit
risks in planning the audit of Harlem Co.

15Marks CO3

13.

You are the auditor of Builders Merchants, a listed company which distributes materials to the construction industry from
eight depots in the south of the country, and you are currently finalising the audit for the year ended 31 March 20X1. Your
audit procedures have proved satisfactory with the exception of the following two matters. (i) The physical inventory count
sheets for one of the depots were lost before they were made available to you, and you have not been able to confirm the
inventory quantities and values for this depot by alternative methods. The directors have valued this part of the inventory at
$75,000 and this figure is included in the overall inventory valuation of $640,000. (ii) Included in trade receivables, which
total $580,000, is a debt amounting to $45,000 from a customer which went into liquidation on 15 June 20X1. You have
ascertained from the liquidator that your client is unlikely to receive a distribution. The statement of comprehensive income
for the year shows a pre-tax profit of $100,000 but the directors are not prepared to provide for this debt. Required Explain
the individual and cumulative impact of the above issues on the auditor’s report.

choice
Q-14 10Marks CO4

14.

You are the auditor of Builders Merchants, a listed company which distributes materials to the construction industry from
eight depots in the south of the country, and you are currently finalising the audit for the year ended 31 March 20X1. Your
audit procedures have proved satisfactory with the exception of the following two matters. (i) The financial statements of
Builders Merchants do not contain a statement of cash flows. (ii) A substantial claim has been lodged against the company
by a major customer. The matter is fully explained in the notes to the financial statements, but no provision has been made
for legal costs or compensation payable, as it is not possible to determine with reasonable accuracy the amounts, if any,
which may become payable. The directors have received legal advice which appears to be reliable in indicating that the
claim can be successfully defended. Required Explain the individual and cumulative impact of the above issues on the
auditor’s report.

10Marks CO4

15.

Answer all sub questions from (a) to (b) given below (a) ISA 402 Audit considerations relating to an entity using a service
organisation provides guidance to auditors whose clients use service organisations. Required In the context of an audit,
explain what a service organisation is and explain what the auditor's responsibilities are in relation to gaining an
understanding of a service organisation used by an audit client. (b) ISA 620 Using the work of an auditor's expert provides
guidance to auditors on relying on work carried out by an auditor's expert. Required (i) List four examples of audit evidence
that might be obtained from the use of an auditor's expert. (ii) Describe the factors that should be considered by the auditor
when evaluating the work carried out by the expert. (iii) Explain the actions the auditor should take if they conclude that the
results of the expert's work do not provide sufficient appropriate audit evidence or if the results are inconsistent with other
audit evidence.

choice
Q-16 15Marks CO4

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
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