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ARBA MINCH UNIVERSITY
COLLEGE OF BUSINESS AND ECONOMICS
DEPARTMENT OF ACCOUNTING & FINANCE
ASSIGNEMENT

     COURSE NAME:   Auditing principles and practice II 
     COURSE CODE:  ACFN 3162
    TARGET GROUP:  DISTANCE  STUDENTS


	



Time Allowed:   THREE WEEKS            
Maximum Weight: 50%            
 Exam Date: November 24, 2021
Instructor: (Put ‘√’ for your instructor)
Samuel sh.__________


Name: ____________________________ ID No. : ______________        Section._______

Add___________ (Put ‘X’ if you are adding the course).
Instructions:
1) Cheating or attempt to cheat will disqualify your result.
2) You must write your name, ID and section both on the answer sheet and question paper
3) Put all of your answers on the answer sheet provided.
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PART –I: MULTIPLE CHOICES (10 POINTS)               
Choose the best answer from the given alternatives (1 point each)

   1.-----------is the only account included in every cycle except inventory and warehousing?
A. Cash     B. Accounts receivable   C. Inventory   D. Sales    E. None
 2.  Design Tests of Details of Cash Balance is under which phase of cash Audit
A.  (Phase III)   B.        (Phase I)               C.    (Phase IV)                    D.    (Phase II)   
 3. The risk of the sample that arises from not being a representative of a population is known as-
        A. Sample risk.
        B. Sample error.
        C. Adjusted sample size.
        D. A and B
        E. All.
4. Audit risk is issued by an auditor as an/a
            A. Unqualified Opinion
            B. Qualified Opinion 
            C. Adverse Opinion
            D. All
5. Audit planning performs the following functions-------? 
            A. provide high level assurance 
            B. Efficient audit 
            C. Resource allocation for audit programs
            D.A and B
            E. All




6 . Which one is different from the others?
          A. Plan the sample 
          B. Select the sample
          C. Perform the test 
           D. Evaluate the test result
           E. Probability sampling 
7. Which one is different   from the others?
               A. Direct sample 
               B. Block sample 
               C. Haphazard sample
                D. Random sample
               E. None 
8. The methodology auditors follow in designing the appropriate tests of details of balances for accounts receivable in (phase I) not include-------?
             A. Identify client business risks affecting accounts receivable.
                B. Set tolerable misstatement and assess inherent risk. 
               C. Assess control risk for sales and collection cycle.
               D. Design and perform test of control and substantive test.
               E. None
9. One of the following is not accounts receivable balance-related audit objectives are as follows:
A.  (Detail tie-in)
B. Recorded accounts receivable exist. (Existence)
C. Existing accounts receivable are included. (Completeness)
D. Accounts receivable are accurate. (Accuracy)
E. Accounts receivable are correctly classified. (Classification)
F. None
10. The last Phase in designing the appropriate tests of details of balances for accounts receivable is-------------?

     A. Identify client business risks affecting accounts receivable.
      B. Set tolerable misstatement and assess inherent risk. 
      C. Assess control risk for sales and collection cycle.
      D. Design and Perform Analytical Procedures.
11.  An auditor should not perform sales analytical procedures through:
A. Ratio analysis
B. Trend analysis
C. Reasonableness tests 
D. Statistical analysis 
12. Audit steps to assess environmental risk for the revenue cycle do not include:
A. Update information on business risk
B. Perform analytical procedures to look for unexpected relationships
C. Develop understanding of internal controls in the revenue cycle.
D. Analyze business risk for motivations and methods to misstate sales, and determine the most likely method that sales might be misstated.
E. None.

13. The audit of the inventory and warehousing cycle can be divided into ------ activities within the cycle:
       A. Three          B.  Four          C. Five          D.   Two  

14. Perpetual inventory master files maintained by persons who do not have custody of or access to assets are another useful cost accounting control for a number of reasons


A.They provide a record of inventory on hand, which is used to initiate production or acquisition of additional materials or goods.
B. They provide a record of the use of raw materials and the sale of finished goods, which can be reviewed for obsolete or slow-moving items.
C. They provide a record to pinpoint responsibility when there are differences between physical counts and the amounts shown on the perpetual listings.
D. All

15. Inventory ------- tests include all the tests of the client’s unit prices to determine whether they are correct.      A. price     B. Unit        C. Item       D. All


Part Two: True/False Questions (10%)

Write true if the statement is correct and false if the statement is incorrect (2pts each)

1. Inventory takes many different forms, depending on the nature of the business.
2. If control risk is lower, develop procedures to test operation of controls.
3. An organization's control environment affects revenue and related transactions less than most accounts.
4. Completeness is the way in which all valid sales transactions are recorded.
5. The inventory and warehousing cycle begins with the acquisition of raw materials for production. Bank confirmations are not required for audits of non-public entities or under international auditing standards.

6. The purpose of the cutoff bank statement is to verify the reconciling items on the client’s  
Year-end bank reconciliation with evidence that is not accessible to the client.

7. Well-prepared independent bank reconciliation is an essential internal control over cash.

8. A major consideration in the audit of the general cash balance is the possibility of fraud.

9. The inventory and warehousing cycle ends with the sale of goods in the sales and collection cycle.
10. The audit of the inventory and warehousing cycle can be divided into five activities within the cycle:





Part Three: Matching (1.5 POINTS EACH)




	A
	B

	1. Accuracy
	A. Checking Physical Appearance

	2. completeness
	B. Checking correctness of records

	3. Cut-Off
	C. Checking whether all economic events are recorded    

	4. Existence
	D. Check whether all recorded are really owned by the company and have a duty

	5. Valuation
	E. Checking whether all the balance ledger is equal with financial statement account

	6. Right and Obligation
	F. Check the current status /market price of a given item








Part Four: Discussion Questions (15%)
1. Discuss the components of cash accounts?  
2. Discuss the sample errors?
3. Discuss the accounts related to sales audit during audit procedures? 
4. Discuss about the audit of the inventory and warehousing cycle activities within the cycle?
 5. Why do Auditors use sampling and its importance to the client organization?
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PART-IV: Discussion
1. _______________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
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