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Section: A 50 Marks

. Due to existing scenario of the insurance companies and the weak regulator how can

you expect the successful implementation of NFRS in insurance companies in given

period? Discuss. ¢ 10

. "An insurer shall disclose information that enables users of its financial statements to

evaluate the nature and extent of risk arising from insurance contracts." Explain the

various disclosure requirements to comply the above statement of NFRS-4. ' 10

. Jethro changed its accounting policy for inventory ih 2012. Prior to the change inventory

‘had been valued using the weighted average method, but it was felt that in order to
match current practice and to make the financial statements more relevant and reliable
that a first in first out (FIFO) valuation model was more appropriate. The impact of the

e —

change on the valuation o—anventory was as follow; 10

31 Dec 2010 increase of 12 million Rs./
31 Dec 2011 increase of 19 million Rs.
“31 Dec 2012 increase of 28 million Rs.

rofi ss under the weighted average
Valuation model are as follows

2012 Rs. million 2011 Rs. million

Revenue 324 296
Cost of sales (173) (164)
Gross profit b 151 132
Expenses (83) (74)
Profit 68 58

Retained earning at 31 December 2010 were Rs. 423 million
Required:
Present the change in accounting policy in the profit and loss and produce an extract of

the statement of changes in equity in accordance with NFRS.
o Contd.....
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5. Rastriya Beema Sansthan (RBS) holds 15% equity share of a Commercial Bank and it also
send one of its senior official in the board of directors of the bank as its representative.
It has current account with the bank amounting to Rs. 100 million. It also provides fixed
deposit of Rs. 500 millions to the bank. Further, the bank also give all insurance business
to it. Define "Related Party" transaction as NAS 24 and explain whether above
mentioned transaction are related party transaction or not and if so how to disclose in

the financial statement of the RBS. d" 10

Section : B 25 Marks

6. As an auditor how you will plan an audit of financial statements? Explain.

7. What do you understand by Audit evidence? Explain about appropriateness and’
sufficiency of audit evidence based on NSA - 500. } 5

8. "External confirmation has important role in Audit." Explain to support above statement
based on relevant NSA. 5

9. You are the auditor of Rastriya Been.la Sansthan (RBS) agpointed by OAG. Management
of RBS told you that "Our internal auditor has completed audit of all investment
function and reviewed and finalized the financial statement. Due to the time constraint
issue the final audit report based on internal auditor." What is your comment on the
above request of the management based on NSA? 5

10. Rastriya Beema Sansthan (RBS) has committed to provide Rs.ﬂons project loan to,i
Upper Tamakoshi Hydroelectricity Project (UTHP). UTHP has submitted its consultant
report for cash disbursement and RBS paid based on the report provided by UTHP.
During audit the auditor comment RBS should got independent progress repért from the

-

consultant appointed by RBS and the loan disbursement process is not appropriate.

Comment on the auditors observation based on NSA. 5
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11.What do you understand by the cost of capltaP Explain the use of cost of capital in

financial decision. 5

12."It is very difficult to implement the performance evaluation system in public sector

entity." Do you agree with above statement? Give your opinion. 5
13WWWWWWM§WWMWI 4
14.What is difference between change management and transformation management?

State. 5
15.Th§are isa poor.human resource management in insurance sector at prevailing situation.

Ho(~ this situation can be ;hanged? Suggest to the management. (Rt &

- The End - )
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