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Assurance
MD. Fakrul Islam, LLB FCA, 
Chapter-1

1.  You are a Chartered Accountant who has been approached by Selim, who wants to invest in Northern Company limited. He has asked you for assurance whether the most recent financial   statements of Northern Company limited are reliable basis for him to make his investment decision.

Identify the key elements of an assurance engagement in this scenario, if you accepted the engagement.
2.  Do you think assurance services are required by law? If no what part of the assurance services is required by law?
Chapter - 2
1.   What is engagement letter?
2.   What are the Contents of engagements Letter?
3.   What should be the minimum consideration for an auditor before    

      accepting an audit management?                                                                                                                                                                                                     
4.   The Level of assurance given by the engagement will depend on the type    
      of engagement select what type of assurance you would expect to be  

      given in the following examples:                    
· Statutory Audit

· Report on prospective financial statements

· Report on review of interim financial information.

5. What are the contents of a report?
6. What is an Expectation gap?

Chapter – 3
1.   What will be the inherent risk in be below mentioned situation and explain 
  reason   behind your decision:
· A Ltd is planning to list on the Local stock exchange within the next two years.

· B Ltd is currently facing financial difficulties and is seeking alternative forms of finance.

2. Name sources of information which could be used at the planning stage of the audit.

3. Define Audit strategy and Audit planning?

4. Why do you consider the following at the overall audit strategy stage?

· The accounting polices adopted by the entity and changes in those polices.

· The effect of new accounting or auditing pronouncements.

· The auditor’s cumulative knowledge of the accounting and internal control system, and the relative emphasis expected to be placed on different types of test.

Chapter - 4

1.   Explain audit evidence in line with BSA?

2.   What are the more reliable sources of audit evidence? 
3.   Explain when positive assurance is given and what is the form of opinion used by 
      the auditor in this regard.
4. What are the techniques used by the auditor to obtain audit evidence?

5. According to BSA 700 the audit report usually include elements. What are those basic
    elements? 

6. Two types of procedures used in gathering evidence are test of controls and substantive 
     procedures. Write the type of procedures for each of the following examples.

a) Examining the instructions issued by an organization for its year end physical inventory control.

b) Observing an organization’s dispatch procedures.

c) Comparing this year sales figures to those of previous year

Chapter-5

1. What are the reasons for internal control?
2. What types of internal control activity are exists in the following examples of internal 
    control activity?

i) The sales ledger clerk checks the manually calculated batch total for a batch of sales invoices entered to the sales day book to the computer generated batch total.

ii) The sales director compares monthly budgeted sales figure to actual.

3. The audit committee of ABC bank Limited has been consisted of non-executive directors 
     & internal auditor’s .Do you think that the bank did the correct in compliance with the 
     regulation? If yes or no why? What type of companies required to form audit committee 
     and under what rule?

4. Write down the two control procedures which will reduce the risk for each of unauthorized
    disclosure of payroll data and password effectiveness as a means of restricting access to a    

    computer system.

Chapter-6 

1. You are an auditor of ABC Limited a ceramic wholesaler and discovered that the receivable ledger clerk did not match receipts with invoices when processing receipts on to the ledger.

Do you find any potential risk and fraud through the above statement? If you find then what are those risk and frauds and consequence of those risk?

2. You received supplier statements through the medium of the client to audit of payables. How will you deal with this evidence as an auditor?

3. Identify three risks associated with sales system?

4. What are the objectives of the sales ordering part of the sales system?

5. List five controls relating to ordering and granting of credit process.

6. Identify two controls that best mitigate the risk that customer might not able to pay.

7. Suggest three controls that best prevents misappropriation of cash receipts.

Chapter - 8
1. Explain compliance test and substantive test

2. When the test of controls is performed and what can be confirmed through 
    test of control?

3. Explain Walk through test?
4. What are the risks a computer might recognize when calculating wages and salaries?
5. What are the areas you need to control to confirm effective authorization control over 
    wages and salaries?

Chapter - 10
1. What is the purpose of documentations (recording)?
2. List four important information to be shown in the working paper?

3. What is current file and permanent file?

4. What are the contents of permanent file?

Chapter-11

1. The auditor of UCE Telecom ltd has identified two weakness within that organization’s 
system as follows:

· Purchase of goods from unauthorized suppliers.

· Purchase ledger clerks permitted to amend standing data on the payable master file.

2. How many sources you can collect evidence and write down reliability level of evidences 
    received   from each sources? 

3. Management may use a formula to calculate the provision for doubtful accounts 
     receivable. As an auditor how will you test this?

Chapter - 12

1. What is management representation? Why it is important for auditor?

2. What should be obtained by the auditor from the management as      

    representation?
3. List two circumstances where management representations may be 
    required?
4. Write two purpose of a management representation letter.

Chapter - 14

1.
Why the accounting Profession needs ethical codes?

2.
What code of ethics is required to follow by the member of ICAB?

3.
What are the fundamental Principles of the IFAC code?     

4.
What are the fundamental principles as per IFAC Code?

5.
Which body issues ethical guidelines for the member of ICAB and ICAEW?

Chapter – 15

1. What are the threats against independence?

2. How the independence may be impaired?

3. What step should an auditor consider if there is a threat to independence?
4. Describe the circumstance when self interest threat must arise?

5. Define Independence of mind and Independence of appearance.

6. Write down the principal type of threat in the following cases:

· The finance director has a very strong personality and insists on the audit team working in his office.

· The audit team and the management team at the client have remained unchanged for several years.

7. Why do you independence and objectivity matter so much?

Chapter - 16

1. Why confidentiality is so important to accountants?

2. What steps should an accountant take to maintain confidentiality of   

    client’s information?

3. In what situations is it appropriate to disclose confidential information?

4. Mention the circumstances where there is legal duty to disclose 
    confidential information?

5. As an assurance provider you are recalculating the interest accrued on the basis of                       outstanding amount, interest rate and period to which it relates and obtaining direct confirmation of the bank balance from the client’s bank. You are directed to write down why are you doing these jobs at the time of audit?

· What will you do as a trainee if police asked for information about a client?
Chapter - 17
5. Which Procedures should be carried out by the auditor after the audit firm has 
    decided to accept the appointment letter?

8. What are the Assertions used by the auditor about classes of transactions?

11. Select the appropriate audit approach in the following situation:

· The audit of a client Where controls have been assessed as weak 

· The review of a cash flow forecast

· The audit of a client where controls have been assessed as strong.

13. What assertions you will use about the account balances at the period 
      end?

24.
Mention possible controls that best ensure that temporary employees are only paid for work they have performed.
25.
Recommend three controls that best ensure that the correct payments are made to employees.

26.
What are the risks associated with calculating wages and salaries? And what are the controls?

27.
The payroll is processed in-house by accounts department using PC. The financial controller concerned that fictitious employees could be included on the payroll by an unscrupulous employee from the accounts department. Suggest the internal controls that likely to prevent this from happening.

28. List two control procedures that will reduce the risk of unauthorized 

     discloser of payroll data.

48. List the possible security procedures to prevent accidental discloser of 
      information. 
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