FINAL EXAM QUESTIONS

1) Explain the purpose of an audit and explain why do the Companies need independent auditor’s report / opinion over financial statements?

2) Definition of reasonable assurance and explain why auditors cannot provide absolute assurance that the financial statements are free from material misstatements?

3) Define management responsibilities and auditor’s responsibilities.

4) What are general requirements related to the conduct of the audit? Provide your explanations for each requirements.

5) What are commonly used financial statements reporting frameworks and audit standards? Give details applicable to each of them.

6) Definition of subsequent events: explain the term by providing example for each type of subsequent events and explain auditor’s procedures for subsequent events.

7) Which types of audit opinion do you know? Explain the definition of unmodified audit opinion.

8) GAAP issue and GAAS issue: support your answer by providing examples.

9) In which circumstances should auditors provide qualified, adverse and disclaimer of opinion?

10) For what reasons do auditors modify their audit opinion? Provide examples to support your answer.

11) Who are those charged with governance within the Companies? Schematically depict primary organizational structure of the Companies.

12) What factors should auditor assess as part of the pre-acceptance phase of the engagement? Provide examples for each factors.

13) What are the main risks within the Companies by audit point of view? Support your answer by providing examples for each of risks.

14) For what purposes should the auditor perform risk assessment during the audit?

15) Define the business, inherent, control, detection and audit risks by providing examples.

16) How do risk assessment effect on auditor’s procedures? Explain your answer by using audit risk formula.

17) What are primary audit stages and what are main audit procedures relevant to each phases?

18) What is nature, extent and timing (“NET”) of audit procedures? Support your response by defining sample audit procedure and its “NET”.

19) What are primary audit procedures in “execution” phase of audit? Explain test of controls procedure by providing example and respective “NET” for your sample.

20) What are primary audit procedures in “execution” phase of audit? Explain substantive procedure by providing example and respective “NET” for your sample.

21) What is going concern principle? As an auditor, how would you check the Company’s going concern assessment?

22) What are primary differences between internal and external auditors?

23) What are main similarities and distinctions between detection and inherent, control (“RMM”) risks?

24) As an auditor, how would you check reasonableness of cash and cash equivalents account by execution of test of controls and substantive procedures? 

25) As an auditor, how would you check reasonableness of inventory account by execution of test of controls and substantive procedures? 

26) Define material misstatement and identify key factors that would result in material misstatement.

27) What does estimation and judgement used by the management mean? Explain you answer by examples.

28) What are key factors that would result in material misstatement? Explain each of them practically by examples.

29) Factual misstatements: give definition and explain practically by examples.

30) Judgmental misstatement: give definition and explain practically by examples.

31) Projected misstatement: give definition and explain practically by examples.

32) Why probability of acceptance of judgmental and projected misstatement by the audited Client is low?

33) In case the Company does not accept any type of material misstatements, what would be auditors’ action?

34) Define any estimation account and explain auditors’ approach how to test it?

35) Financial statement assertions: balance sheet assertions.

36) Financial statement assertions: income statement assertions.

37) Provide some examples of the use of existence, rights and valuation assertions in developing audit procedures for trade receivables.

38) Provide some examples of the use of occurrence, rights and measurement assertions in developing audit procedures for revenue/sales.

39) Provide some examples of the use of cut-off, completeness and valuation assertions in developing audit procedures for trade payables.

40) Provide some examples of the use of completeness, valuation and existence assertions in developing audit procedures for inventory.

41) Provide some examples of the use of cut-off, completeness and measurement assertions in developing audit procedures for expense.

42) Provide some examples of the use of completeness, existence and valuation assertions in developing audit procedures for cash and cash equivalents.

43) Why do auditors perform testing of internal controls implemented by the audited Company?

44) Define types of controls and provide examples for each of them.

45) Control: “Cash receipt and disbursement orders are signed by the customer and cashier”. How would you test this control as an auditor? Give systematic (step-by-step) explanation.

46) Control: “Loan origination terms are created in the system by the customer operator and submitted for approval to Head of Branch”. How would you test this control as an auditor? Give systematic (step-by-step) explanation.

47) Control: “Interest income is calculated and recorded automatically based on the terms of loan input in the system”. How would you test this control as an auditor? Give systematic (step-by-step) explanation.

48) Control: “CBAR official rates are approved in banking system by Head of Treasury Department”. How would you test this control as an auditor? Give systematic (step-by-step) explanation.

49) Control: “Payroll data is automatically calculated in ERP system based on contractual data entered by HR specialist approved by Head of HR”. How would you test this control as an auditor? Give systematic (step-by-step) explanation.

50) Control: “Interest expense is calculated automatically based on the deposit terms input in the system”. How would you test this control as an auditor? Give systematic (step-by-step) explanation.

51) Control: “Currency trading gain/loss is automatically calculated based on the official exchange rate input in the system”. How would you test this control as an auditor? Give systematic (step-by-step) explanation.

52) Control: “Deposit agreement is signed both by the customer and Head of branch or Deputy Head of branch”. How would you test this control as an auditor? Give systematic (step-by-step) explanation.

53) Control: “Deposit terms (amount, interest rate, start, and maturity date) are reviewed and authorized by responsible person in banking system”. How would you test this control as an auditor? Give systematic (step-by-step) explanation.

54) Control: “Billing system rates calls and events automatically and correctly”. How would you test this control as an auditor? Give systematic (step-by-step) explanation.

55) Control: “Only authorized persons have access to rate tariff plan configurations in billing system and rates are modified after approval from the top management”. How would you test this control as an auditor? Give systematic (step-by-step) explanation.

56) Control: “System automatically calculates depreciation and amortization”. How would you test this control as an auditor? Give systematic (step-by-step) explanation.

57) Control: “Purchase order should be approved by authorized person based on approved thresholds”. How would you test this control as an auditor? Give systematic (step-by-step) explanation.

58) Control: “Commission income in fund transfer is calculated automatically and correctly by the banking system”. How would you test this control as an auditor? Give systematic (step-by-step) explanation.

59) Explain positive and negative confirmation letters and provide main differences between them.

60) What is materiality from auditor’s point of view?

61) Explain projected misstatement and apply the term to define material misstatement, if any: In a probability-proportional-to-size sample with a sampling interval of $10,000, an auditor discovered that a selected account receivable with a recorded amount of $5,000 had an audited amount of $4,000.

62) Explain projected misstatement and apply the term to define material misstatement, if any: In a probability-proportional-to-size sample with a sampling interval of $20,000, an auditor discovered that a selected account receivable with a recorded amount of $6,000 had an audited amount of $4,500.

63) Explain projected misstatement and apply the term to define material misstatement, if any: In a probability-proportional-to-size sample with a sampling interval of $50,000, an auditor discovered that a selected account receivable with a recorded amount of $35,000 had an audited amount of $35,000.

64) Explain projected misstatement and apply the term to define material misstatement, if any: In a probability-proportional-to-size sample with a sampling interval of $13,000, an auditor discovered that a selected account receivable with a recorded amount of $6,500 had an audited amount of $5,200.

65) Explain projected misstatement and apply the term to define material misstatement, if any: In a probability-proportional-to-size sample with a sampling interval of $48,000, an auditor discovered that a selected account receivable with a recorded amount of $35,000 had an audited amount of $31,500.

66) Provide some examples of the use of existence and valuation/measurement assertions in developing audit procedures for loan receivables and related interest income.

67) Provide some examples of the use of completeness and measurement assertions in developing audit procedures depreciation and amortization expenses.

68) What is fraud and fraud triangle? Explain each component of triangle.

69) What is going concern issue and how does it effect on auditor’s opinion?

70) Why do auditors use sampling technique during the audit? Explain advantages and disadvantages of sampling.

71) Definition of balance sheet assertions

72) Definition of income statement assertions

73) Explain audit risk formula and it is impact on audit strategy

74) Explain projected misstatement and apply the term to define material misstatement, if any: In a probability-proportional-to-size sample with a sampling interval of $70,000, an auditor discovered that a selected account receivable with a recorded amount of $45,000 had an audited amount of $35,000.

75) [bookmark: _GoBack]Explain projected misstatement and apply the term to define material misstatement, if any: In a probability-proportional-to-size sample with a sampling interval of $85,000, an auditor discovered that a selected account receivable with a recorded amount of $55,000 had an audited amount of $27,000.

