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[bookmark: _Toc135067230]Executive Summary

The internship report was prepared on the topic of “Perspectives on the assessment of audit risk for Bokhteyar Humayun & Co. in Bangladesh”. Audit is the procedure of verifying financial statements of a particular organization that whether they have prepared their statements according to applicable laws & regulations and presented reasonably true information. It is a process that was used since the ancient age of accounting. It is very significant to secure honesty and integrity in the financial sector of any country. Audit has basically three classifications: External, internal and government audit. Auditors have to face some risks and challenges during their audit procedure, these are called audit risks. There are three main categories of audit risks: Inherent risk, Control risk and Detection risk. Based on the risk assessment, auditors give four types of opinions: Unqualified, qualified, adverse and disclaimer. As the author has worked in “Bokhteyar Humayun & Co.” as an intern, he has found that his firm actually faces those three types of risks which are mentioned above. The author has also critically analyzed risk assessment and he has also found some key issues and recommended some solutions for his firm. The author has tried to work as a sincere member of his organization and demonstrated a high level of professionalism during his internship period which has been certified in his “Internship Completion Certificate” in the appendix part.
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[bookmark: _Toc135066321][bookmark: _Toc135066378][bookmark: _Toc135067233]Chapter 1
[bookmark: _Toc135066322][bookmark: _Toc135066379][bookmark: _Toc135067234]1 Introduction:
[bookmark: _Toc135066323][bookmark: _Toc135066380][bookmark: _Toc135067235]1.1 Background of the study:
Internship is a procedure of working under a business firm for a certain time period so that a student can gain some practical knowledge and experience regarding their own relevant field. Through internship, students need to move beyond their academic boundary and know about the reality of the corporate world that how the works are done in the corporate world. By gaining this practical experience, students can match their achieved knowledge with real-life experience, plan for a career goal and make a better performance in their professional life.
As the author has a plan to study Chartered Accountancy after his graduation, so he has chosen a CA firm to complete his internship. He has completed his internship at “Bokhteyar Humayun & Co.”, one of the registered CA firms under ICAB (Institute of Chartered Accountants of Bangladesh). Throughout the internship, the intern got the real-life experience regarding how an audit firm is operated actually. He has observed the working process of an audit firm and engaged himself with the accounting and audit procedures of “Bokhteyar Humayun & Co.”. 

[bookmark: _Toc135066324][bookmark: _Toc135066381][bookmark: _Toc135067236]1.2 Background of the organization:
Bokhteyar Humayun & Co. (BHC), Chartered Accountants was established in 1997 with obtaining Practicing Certificate from the Institute of Chartered Accountants of Bangladesh (ICAB). Subsequently it has been converted to a Partnership Firm in August 2006 under same name & style. From the inception of the commencement of professional activities as “Public Accountants, Auditors and Consultants”, this firm undertakes complex, intricate and challenging auditing as well as financial consulting services to gain and earn reputation locally. Gradually, this firm was appointed by the different foreign and GOB financed projects. At present, this firm has become a reputed Chartered Accountancy Firm in Bangladesh. They hope that their skilled and experienced auditing experts will be hired by the overseas auditing firms giving preferential weightage to conduct financial and performance auditing and evaluation and reviews of procurements in line with International Accounting Standards (IAS) as well as International Standard on Auditing (ISA) and guidelines delivered and adopted by the World Bank and Asian Development Bank.
Bokhteyar Humayun & Co. (BHC) is basically a consulting, accounting, taxation and auditing Firm. It is mainly engaged during last 23 years in consulting services as well as external evaluation, midterm evaluation, close up evaluation, performance evaluation, audit of financial operation and financial analytical services, specialized international auditing, consulting and research services and management auditing services and performance appraisal. It may be mentioned here that every auditing task includes the activities of in-depth investigation, analysis, validation and confirmation of information gathered from the field visit and checkup of financial statements, financial and non-financial information to form and idea to express the professional opinions. This Firm, at present, is capable to engage a good number of consultants and skilled consulting staff at international standard level to carry out, implement and execute all technical as well as non-technical evaluation tasks, survey, investigation and data administration and management along with required analysis.

[bookmark: _Toc135066325][bookmark: _Toc135066382][bookmark: _Toc135067237]1.2.1 Brief profile of the firm:

	Name of the firm
	Bokhteyar Humayun & Co.

	Location
	Flat # I, 4th floor, 105/A, Kakrail, Dhaka-1000

	Phone No.
	01713009601, 01673618054

	Email
	bokhteyar@yahoo.com, bokhteyarhumayun@gmail.com


[bookmark: _Toc135069038][bookmark: _Toc135069069][bookmark: _Toc135073187][bookmark: _Toc135066326][bookmark: _Toc135066383][bookmark: _Toc135067238]Table 1‑‑1 Profile of the firm
1.2.2 Partners and their field of expertise:

	SN
	Name of the partners
	Field of expertise

	
	
	Primary
	Secondary

	1
	Humayun Bokhteyar, FCA
	Audit
	Consultancy

	2
	Nasimul Hasan, FCA
	Audit
	Consultancy


[bookmark: _Toc135069039][bookmark: _Toc135069070][bookmark: _Toc135073188]Table 1‑2 Partners of the firm

[bookmark: _Toc135066327][bookmark: _Toc135066384][bookmark: _Toc135067239]

1.2.3 Vision and mission:
Vision: Providing innovative solutions to the clients so that it can be recognized as “Excellent Professional Service Provider”
Mission:
The mission of “Bokhteyar Humayun & Co.” is to make effective business relationships to achieve quality in professional services by:
· Giving a sincere interest in the clients and determined to realize how they explain success. Working hard to deliver quality accounting, consulting, and tax related services on a timely, effective, and efficient basis, while following the highest level of professional integrity.
· Giving professional challenges, fulfilling careers, and prospects for monetary rewards. Developing a pleasant working atmosphere, based on open communication and mutual respect, and motivating creativity, innovation, collaboration and trustworthiness. 
· Working to attain profitable growth and longstanding financial success.

[bookmark: _Toc135066328][bookmark: _Toc135066385][bookmark: _Toc135067240]1.3 Objective of the study: 
The author was instructed to prepare a formal report regarding “Perspectives on the assessment of audit risk for Bokhteyar Humayun & Co. in Bangladesh”. So, he tried to identify what types of audit risks “Bokhteyar Humayun & Co.” faces during their audit process as an audit firm.
The author learned about the definition and types of audit risks. He also learned what type of audit risks his firm “Bokhteyar Humayun & Co.” faces during their audit and how they manage those risks. 
[bookmark: _Toc135066329][bookmark: _Toc135066386][bookmark: _Toc135067241]1.4 Scope of the study: 
The author has prepared a report titled “Perspectives on the assessment of audit risk for Bokhteyar Humayun & Co. in Bangladesh”. There are different sorts of audit risks audit firms face during their audit procedure. These are: Inherent risk, control risk, detection risk, financial risk, governance risk, residual risk etc. As the intern worked at “Bokhteyar Humayun & Co.”, so he was instructed to identify the audit risks that his firm faces during their audit process. So, the intern focused on some of the main sorts of audit risks such as inherent, control and detection risk. He didn’t focus on other types of risks such as financial risk, governance risk, residual risk. 
[bookmark: _Toc135066330][bookmark: _Toc135066387][bookmark: _Toc135067242]1.5 Limitations of the study: 
Despite of being a quality report, it can have also some limitations. This report is not exceptional. It has also some limitations that are described below:
· Three months is not so good enough to gain deep knowledge regarding an organization’s working procedures. 
· The internship instructor instructed to identify the audit risks of the firm that the intern works in. It is a basic knowledge regarding accounting that financial statements have five classifications: Statement of Financial Position, Statement of Profit or Loss & Other Comprehensive Income, Statement of Cash Flows, Statement of Changes in Equity and Notes to the Financial Statements. To identify the audit risks, the intern focused only on Statement of Financial Position and Statement of Profit or Loss & Other Comprehensive Income. If he focused on the other segments like Statement of Cash Flows and Statement of Changes in Equity, he could have a deeper understanding regarding his firm’s audit risks.
· The author was instructed to identify his firm’s audit risks. There are many types of audit risks. He just focused few main types of risks, but he didn’t focus on all types of audit risks.
· Since this is an individual task, so the report was prepared single handedly by the author. If it was group task, then many group members had worked on it collaboratively. In that case, the report would be more meaningful.
[bookmark: _Toc135066331][bookmark: _Toc135066388][bookmark: _Toc135067243]1.6 Sources and methods of collecting information: 
The author was instructed to prepare the report titled “Perspectives on the assessment of audit risk for Bokhteyar Humayun & Co. in Bangladesh” by his internship supervisor. For preparing the report, the intern has collected information from secondary source. He has searched and collected information from google visiting various websites. He basically gathered information from internet, but tried to write it up in his own way. At first, he searched and collected information from internet and tried to deliver it in his own language later.
[bookmark: _Toc135066332][bookmark: _Toc135066389][bookmark: _Toc135067244]1.7 Report Preview: 
The author has given his best effort to prepare this internship report. In this section, the reader will get a clear structure of the report. At the very beginning of the report, the cover/title page is visible. Then, the prefatory part is available there. It includes letter of transmittal, acknowledgement, declaration, executive summary, table of contents and list of tables & figures. Then, the intern has discussed background of the study, background of the organization, objective of the study, scope of the study, limitations of the study and sources and methods of collecting information in the introduction part of the report. Then he has covered literature review and research methodology sections. Then, he has described about the tasks he performed in his firm during internship period and the audit risks that his firm faces during their audit procedures. Then, he has analyzed the report and prepared the findings and recommendations segment that is logically flowed from analysis part. Then, the conclusion part has been given. Then, there are some citations available for referencing purpose and al last, a scanned copy of “Internship Completion Certificate” has been attached in the appendix part. Thus, the report is structured.



[bookmark: _Toc135067245]Chapter 2
[bookmark: _Toc135067246]2 Literature Review:
[bookmark: _Toc135067247]2.1 Introduction:
The term "Auditing" has its roots in the Latin word "Audire," which means "to listen." This reflects the traditional practice of auditors listening to individuals in positions of power to substantiate the accuracy of their statements. The function of auditing has progressed to confirming documented reports, mainly the financial accounts of individuals and enterprises, throughout time. Auditing can be defined as a formal assessment and validation process of the reliability of financial statements. Internal control procedures carried out by a company's management or government-led audits may be performed in case of doubtful financial activity. Auditing strives to verify that the entity complies with legal regulations in maintaining accurate records of financial transactions. Auditors examine proposals presented to them, gather substantiating evidence, and assess them in their audit report. Auditing offers external validation to multiple parties that the topic at hand does not contain significant inaccuracies. This term is predominantly used in assessing the monetary data pertaining to a corporate entity. Some other areas that are frequently subjected to audits include Secretarial and Compliance, Internal Controls, Quality Management, Project Management, Water Management, and Energy Preservation. Following an audit, stakeholders have the opportunity to assess and enhance the efficiency of risk management, control, and governance pertaining to the given subject. Since ancient times, auditing has been a security measure, and it has evolved to cover a wide range of aspects in both public and corporate sectors, prompting scholars to term it an "Audit Society." (Deskera, n.d.)  (pwc, n.d.)
The definition of audit risk, as per the IAASB Glossary of Terms (1), can be stated as follows:
The possibility of the auditor issuing an incorrect audit verdict due to significant errors found in the financial statements. The probability of errors in an audit is linked to the extent of inaccuracies and the ability to detect them, also known as audit risk. The primary aim of conducting audits is to mitigate the possibility of inaccuracies and fraudulent activities in the financial documentation of the organization, to a suitable extent. An audit firm bears the legal obligation of ensuring the accuracy of its statement regarding the financial statements, as they serve as a vital source of information for various stakeholders such as shareholders, lenders and investors who rely on the reliability of the financial statements to make informed decisions.

As part of an audit procedure, an audit company scrutinizes financial transactions that occurred within the reported year, verifies general ledgers through inquiry and validation, and evaluates internal controls and other variables. They subsequently issue their verdict on whether the financial statements are devoid of any mistakes due to either errors or fraudulent activities. Typically, audit firms have insurance coverage to protect themselves from audit-related risks and potential legal problems. (ACCA, n.d.) (TUOVILA, 2022)

[bookmark: _Toc135069087][bookmark: _Toc135073205]Figure 2‑1 Auditing & its purpose

[bookmark: _Toc135069088][bookmark: _Toc135073206]Figure 2‑2 Audit risk


[bookmark: _Toc135067248]2.2 Significance of audit and audit risk:
Apart from meeting the legal obligations, conducting a statutory audit yields significant and valuable understanding. Conducting an audit authenticates a company's presentation of its financial standing and progress; a desired accomplishment for any organization. An audit at the end of the year is crucial for organizations that heavily rely on management information in making decisions, regardless of whether it prioritizes the accuracy of the accounts or the provision of comfort. This is because it helps to detect and correct any systematic errors that may have occurred throughout the year. Conducting an audit provides an external perspective and valuable feedback on the strength of an organization's internal controls and processes, putting them to the test. (Hadfield, MENZIES, n.d.)
There are also some other necessities of audit that are given below:
· The owner is satisfied with the audit's findings regarding how the business's various departments are operating.
· The buying or selling of a business is a difficult process that calls for thorough preparation, research, and negotiation. Business owners should emphasize the value of their company, create the proper paperwork, advertise the company, and, if they choose to sell it, negotiate the terms of the transaction. 
· The audit aids in the identification and avoidance of mistakes and fraud.
· The audit is beneficial for maintaining records and checking financial records.
· Through auditing, the independent auditor's opinion is obtained, and this is vital information for the management of the business. (LEGODESK, n.d.)
The central aspect of any audit process is the evaluation of audit risks. The significance of audit risk can be elaborated by the subsequent declarations:
· Conducting an evaluation of the risks specific to the client at the beginning of the auditing procedure directs the audit towards the correct course of action and minimizes the likelihood of excessive auditing.
· The audit risk assessment aids auditors in providing an accurate evaluation of the company's financial statements.
· Failing to evaluate potential audit risks during the initial phase will result in a violation of GAAP, rendering the entire audit process non-compliant.
· The auditors are unable to examine all transactions of the entity, therefore, the audit risk assessment enhances attention on high-risk areas. Auditing carried out in a manner that takes into account the level of risk involved. (Gupta, EDUCBA, n.d.)
The main objectives of every audit are to detect, evaluate, and respond to risk. The audit methods an auditor should carry out are determined by identifying and evaluating the specific risks associated with the client. This also prevents ineffective over-auditing. More importantly, by using this process, an auditor can avoid not being able to gather enough relevant audit evidence to support his/her opinion. Simply put: Conducting a risk assessment is essential for a quality audit. Many auditors mistakenly assume, they can conduct a quality audit without adequately taking into account the risks of material misrepresentation made by their client. This is simply not true and it is breaking professional standards.  (ASQ, n.d.)


[bookmark: _Toc135073207]Figure 2‑3 Significane of Audit



[bookmark: _Toc135073208]Figure2‑4 Significance of audit risk

[bookmark: _Toc135067249]2.3 Types of audits and audit risks:
[bookmark: _Toc135067250]2.3.1 Different types of audits:
Three primary categories of audits exist:
1. Internal audits:
Internal audits are carried out by the workforce of a corporation or institution. The company keeps these audits internally and does not share them with external parties. Instead, they are tailored for the utilization of internal stakeholders such as management. Internal audits play a crucial role in enhancing a company's decision-making process by furnishing managers with specific measures to enhance internal controls. They also verify adherence to legal statutes and rules while managing financial reporting that is precise, equitable, and punctual. Management teams can employ internal audits to spot defects or inefficiencies within the organization before inviting external auditors to examine the financial reports. (Team, CFI, 2020)


2. External audits:
External audits are conducted by third-party organizations and entities, offering an impartial perspective that internal auditors may not possess. External audits are conducted with the intention of identifying any significant inaccuracies or mistakes in a business's financial reports. When an auditor issues an unqualified or clean opinion, this indicates that they have provided assurance that the financial statements are presented accurately and comprehensively. External audits play a pivotal role in giving different stakeholders the assurance needed to make informed decisions concerning the audited company. The primary contrast between an internal auditor and an external auditor is the latter's impartiality. This indicates that external auditors are capable of giving a fairer assessment compared to internal auditors, who may face potential conflicts of interest due to their affiliation with the organization being audited. Numerous accounting agencies with established roots generally perform external audits for different companies. The Big Four, namely Deloitte, KPMG, EY, and PwC, are the most famous accounting firms. (Team, CFI, 2020)
3. Government audits:
The IRS conducts audits, also known as tax audits or government audits, on businesses to verify that their financial information has been reported according to tax regulations. The Internal Revenue Service (IRS) may carry out audits on a random basis, although it is more common for businesses to be chosen due to their questionable actions, like taking atypical deductions or earning from unusual sources. If you are chosen, the examination will occur either through the postal service, at the offices of the Internal Revenue Service, or in the industry in which your business operates. IRS requests for documentation via email are known as mail audits, which will be sent to you for review and then returned by email. During office audits, the IRS conducts extensive face-to-face meetings to scrutinize your tax filings and scrutinize all pertinent details to validate the accuracy of your financial documentation. Conducting on-site audits at your business location is comparable to conducting audits in an office setting, however, the IRS representatives will evaluate your facility and the activities taking place there as well. (Deskera, n.d.)








[bookmark: _Toc135073209]Figure 2‑5 Types of audits

[bookmark: _Toc135067251]2.3.2 Different types of audit risks:
There are three primary audit risks. These are: Inherent risk, control risk and detection risk. These three types of risks have been described with details in the “Theoretical framework” section.
[bookmark: _Toc135067252]2.4 History of auditing:
Both accounting and auditing are ancient concepts, and evidence of both may be found in Mesopotamia, Greece, Egypt, Rome, the United Kingdom, and India. Kautilya's Arthashastra outlined the procedures for auditing and accounting of state funds. In the past, the main goal of audits was to learn more about the company's financial records and system of accounts. However, non-financial topics like safety, security, information system performance, and environmental issues have recently started to be covered in auditing. There has been a growing demand for conducting audits of government and nonprofit organizations to determine how well they are fulfilling their missions. (Academy, 2019)
[bookmark: _Toc135067253]
Chapter 3
[bookmark: _Toc135067254]3 Methodology
[bookmark: _Toc135067255]3.1 Introduction:
In this chapter, the author basically discussed regarding the methodology of research of his research report.  He discussed regarding the philosophy of research, approach of research, strategy of research, the data collection process, the data analysis process and authenticity & validity of the research report in the section.
[bookmark: _Toc135067256]3.2 Research philosophy: 
Philosophy of research is concerned with the origin, nature, and progression of knowledge. Research philosophy is just an opinion on how information about a phenomenon should be gathered, analyzed, and applied. The positivist research philosophy, interpretivist research philosophy, pragmatic research philosophy, and realistic research philosophy are the four key types of research philosophy that are distinguished and covered in the works of many authors. (BRM, n.d.)
[bookmark: _Toc135067257]3.2.1 Positivist, Interpretivist, Pragmatic and Realistic:
Positivist research philosophy: It asserts that an objective understanding of the social world is possible. According to this research ethic, the scientist acts as an unbiased analyst, separating himself from personal ideals in order to work independently. 
Interpretivist research philosophy: On the contrary, the interpretivist research philosophy holds that it is tough to understand the social world solely based on established principles. The interpretivist philosophy of research asserts that the social world is open to subjective interpretation. The primary focus lies in comprehending how individuals perceive the social environment. The interpretivist research philosophy hinges on the notion that the researcher actively assumes a particular role in their observation of the social realm. This particular research philosophy emphasizes that the focus and direction of the research is contingent upon the researcher's personal interests.
Pragmatic research philosophy: The focus of pragmatic research philosophy is reality. It asserts that the research challenge largely influences the choice of research philosophy. The practical outcomes are valued in this research philosophy. In addition, pragmatism does not follow any philosophical approach, claim Alghamdi and Li. Choices are open to researchers. They are "free" to choose the processes, plans, and tactics that can fulfill their necessities and academic goals in the best manner. According to pragmatic view, the world is not entirely similar. The actuality is dictated by present circumstances and is not influenced by a non-real or split mind.
Realistic research philosophy: The realistic approach to research philosophy draws from both positivist and interpretivist principles. The foundation of the realistic research philosophy relies on certain assumptions that acknowledge the subjective essence of human perception. 
(Pranas Žukauskas, 2018)
[bookmark: _Toc135067258]3.2.2 Justification of choosing Interpretivist Philosophy: 
The author used interpretivist philosophy in his report. Since, it is not a report where survey was used or it is not a scientific research report, so positivist philosophy can’t be used. The author studied various articles available on internet and discussed with his senior supervisors to understand the audit risks assessments. So, the author chose interpretivist philosophy to conduct his study.
[bookmark: _Toc135067259]3.3 Research approaches:
The process chosen by the researchers to collect, study, and understand data is called as a research approach. There are basically three kinds of research approaches: Qualitative, quantitative and mixed approach.
[bookmark: _Toc135067260]3.3.1 Qualitative, quantitative and mixed approaches:
1. Qualitative approach: Qualitative research techniques are used by researchers to examine human conduct and patterns. Identifying product characteristics that appeal to consumers is a valuable tool in product management for increasing sales. An instance is a situation where a product manager endeavors to introduce a mobile phone; thus, he or she would need to comprehend the behaviors and propensities of the intended audience to integrate them into the product design. Once the preceding step is concluded, quantitative research is utilized to determine if the product's design meets established criteria.
One could view qualitative research as a preliminary phase to quantitative research. The method involves creating a multitude of notions and concepts that have the potential to transform into feasible and verifiable suppositions at a later stage, as per the researchers. Quantitative research methodologies encompass a range of techniques that can be utilized to conduct an extensive analysis and examination of these aforementioned hypotheses. An instance of this is conducting a survey prior to introducing a new shampoo label. This study is capable of detecting numerous well-known brands. Conducting quantitative research on these brands can lead to significant savings in time, effort, and resources. 
2. Quantitative approach: Scientific research often employs a quantitative approach as the primary methodology. Quantitative studies, commonly referred to as "real science," employ mathematical and statistical methods extensively to acquire research findings.
Quantitative research is predominantly employed in disciplines such as physical and social sciences, education, and management, among others. The nature of this type of research is completely different from that of qualitative research. The standardized structure used in quantitative research facilitates the creation and evaluation of multiple hypotheses testing models. The mathematical and statistical techniques must be employed to verify these hypotheses.
It is essential to incorporate randomization in the process of choosing research participants. It is essential to establish a control group. The research approach should typically permit the manipulation of only one variable at a time to avoid complexity in the statistical analysis. The experiment must facilitate other researchers to duplicate it. (Solanki, 2022)
3. Mixed approach: Mixed methods research involves integrating quantitative and qualitative methodologies to incorporate data from both types into a unified study. By utilizing mixed methods research, researchers can leverage the synergy and efficacy inherent in the combination of quantitative and qualitative research methodologies. "With this, a deeper comprehension of the investigated occurrence can be achieved." (Budert-Waltz, n.d.)
[bookmark: _Toc135067261]3.3.2 Justification of choosing mixed approach: 
The author chose mixed approach which uses both qualitative and quantitative data. The author used some case studies regarding the assigned topic and he used some quantitative data in the analysis part. So, he chose mixed approach to conduct the study.
[bookmark: _Toc135067262]3.4 Research strategy:
For conducting a study and prepare a well-structured and quality report, researchers should follow some strategies such as survey, case study, observation, discussion with qualified professionals etc. In this report, the researcher has conducted case study and discussed with his senior supervisors who are qualified professionals. 
The report is about the risk assessment of “Bokhteyar Humayun & Co.” For understanding the risks that the firm faces during their audit, the researcher talked to his supervisors first. Then, he used case studies to develop a theoretical framework with detailed explanations so that the reader can have a clear understanding regarding the topic of the report.
[bookmark: _Toc135067263]3.5 Data collection method:
For conducting the study, the researcher collected necessary data to deliver a quality report writing. He collected his necessary data from the internet source. He went through various websites, read some articles regarding the relevant topics and studied previous research reports. He also talked with expert professionals to gather idea regarding the topic. Thus, he tried to collect data and enrich the report with detailed explanations and in-depth knowledge.
[bookmark: _Toc135067264]3.6 Data analysis method:
The author has tried to conduct his analysis part based on the numerical data. He has gathered necessary numerical data and then interpreted it according to those data.
[bookmark: _Toc135067265]3.7 Reliability and validity:
Reliability (or precision) refers to consistency. That is, if you use an instrument or test several times, you should get the same results. If the data (or the instrument) are unreliable, then the data are considered unrelated to the phenomenon or the concept being measured. This, therefore, means that the results cannot be repeated.  The data which was used in this report, all of those were authentic. Any imaginary data were not used in this report. So, this can be called as a reliable report. (ets solutions Asia Pacific, 2020)
Validity pertains to the extent to which the measurements accurately represent the intended variables being measured. This idea encompasses a wider concern than just reliability. It's important for researchers to contemplate if they are assessing the exact parameters they intend to evaluate. Could the outcomes be indicative of anything other than the intended parameter being measured by the tool? Is the instrument accurately reflecting its intended measurement? This inquiry pertains to the suitability of the information, not its reproducibility. This report was prepared so that the reader can have a clear understanding regarding the assigned topic. It was prepared according to the instructions of the internship instructor. The data which was used in this report, all of those were genuine and no hypothetical data were used. So, this is a valid report. (Frost, n.d.)
[bookmark: _Toc135067266]
Chapter 4
[bookmark: _Toc135067267]4 Working experience and theoretical framework:
[bookmark: _Toc135067268]4.1 Working experience:
The author has completed his three-months internship period at “Bokhteyar Humayun & Co.”. He has conducted several tasks that can help him to become a professional auditor. The tasks are given below:
· During beginning days of his internship, he has got the idea that auditors basically categorize their necessary documents into three segments: Current file, permanent file and working file. Current file contains those documents which are relevant to the current year, permanent file contains those documents which are required for the company for long term and working files contains documents those are immediately needed for an auditor to do a specific task.
· He has worked with the financial statements.
· He has calculated work-in progress for a particular organization.
· He has worked with tax and VAT challan.
· He has verified the financial statements of multiple companies.
· He has got the knowledge of document requisition
· He has got the preliminary knowledge of audit procedure
· He has visited to a company as a “Client visitor” where he has got the experience of corporate environment.
· He has also worked with bank statements.
[bookmark: _Toc135067269]4.2 Theoretical framework:
The audit risks that “Bokhteyar Humayun & Co.” faces during their audit as an audit firm
Audit risk is the likelihood that maybe an auditor will not be able to detect any error or fraud while verifying the financial statements of an organization. (Accounting Tools, 2022) There are basically three primary types of audit risks that auditors face during their audit process:
1. Inherent Risk: Inherent risk is the risk that can’t be identified by anyone, whether it be internal auditor or other financial officials. Sometimes, there are some risky transactions that have to be conducted by the company or organization to survive in the business. For example: “Unsecured loan”. Due to these types of risky transactions, there are some issues or risks may arise. These are inherent risks. The companies need to make effective audit plans and take effective measures to reduce this type of risks. Internal auditors should follow the guidelines of that plan strictly to manage those risks.
2. Control Risk: Control risk is one type of risk that there is a chance of manipulating or misjudging the figures of the financial statements. If the control system of the management is not so much strong, there is a chance of arising this type of risk. For preventing this type of risk, effective planning and strategies should be taken in each department. The management should exercise the best control over financial reporting. Thus, this type of risk can be managed properly.
3. Detective Risk: This type of risk may arise when the external auditor takes an improper planning. If the auditor conducts the audit on a sampling basis, there is a probability to occur sampling error. There is a chance that auditors will not be able to find out the inaccurate calculations or other mistakes made by the employees of the client company. For preventing this type of risk, an auditor must have an in-depth knowledge about the business of his/her client and nature of the company. Auditor should conduct his/her completeness testing, occurrence testing properly. (TYTEOH international, n.d.)










[bookmark: _Toc135073210]Figure 4‑1 Types of audit risks
  
Auditors can give four different types of opinions in various audit reports based on their risk assessment:
1. Unqualified opinion: Auditors give an unqualified opinion in an audit report when financial statements are free from material misstatements. When the auditors give an unqualified opinion, it indicates that they are satisfied with financial reporting. An unqualified opinion indicates that the financial statements are prepared in accordance with governance principles or applicable laws.
2. Qualified opinion: When an auditor is not confident enough about a specific process or transaction, he/she issues a qualified opinion. Qualified opinion is not acceptable to investors. It is reported in a same way as unqualified opinion, in exception with the reasons why the auditor can’t issue an unqualified opinion. One of the significant reasons of issuing qualified opinion is not preparing financial statements in compliance with GAAP.
3. Disclaimer opinion: When an auditor thinks that he/she can’t provide a definite opinion regarding financials statements, then he/she issues a disclaimer opinion. Auditors generally issue disclaimer opinion when they can’t get sufficient audit evidence. Auditors sometimes are not allowed to review operational or any other procedure of the company, then auditors may issue disclaimer opinion. To summarize, it can be said that when auditors can’t get enough access to the information of the company, they may issue a disclaimer opinion. 

4. Adverse opinion: When auditors find a huge level of material misstatements in the financial statements, they may issue an adverse opinion. Adverse opinion indicates that there is a potential for fraud in the financial statements. An adverse opinion is a negative indication for the investors. The financial institutions and investors will not agree to conduct any business activity with the company. (Pounds, 2023)

[bookmark: _Toc135073211]Figure 4‑2 Types of audit opinions











Bokhteyar Humayun & Co. Chartered Accountants is one of the registered CA firms of ICAB (Institute of Chartered Accountants of Bangladesh). It is a Chartered Accountancy firm which usually provides audit and assurance services. The intern has completed his internship at this firm. During the period of his internship, he has audited the financial statements of a company named “Dharla Fashions Limited”. The company has showed their accounts payable balance 9,778,623 Taka at their statement of financial position. The intern noticed a matter that the company has provided only a payable list against their accounts payable. They didn’t give their payable’s contact information or any ledger supporting that balance. So, some audit risks are involved here:
· Inherent Risk: Since the company didn’t give sufficient information, there is a chance that these are some risky transactions that’s why the company wants to hide some important information. In this case, an inherent risk is involved in this situation.
· Control Risk: Since the company didn’t give any ledger supporting their accounts payable balance, it indicates that they didn’t prepare any ledger. This results from their inefficiency of management. So, a control risk is involved here due to the lack of efficiency of the management.
· Detection Risk: Since the company didn’t give enough information, so the auditor can’t find any error or misstatement here. So, Bokhteyar Humayun & Co. is facing a detection risk here as an auditor.

Let’s discuss about the audit risks regarding another company named “Unique Trading & Shipping Co. Ltd”. The intern has observed their financial statements and financial notes also. He has noticed that their balance of “Cash in Hand” is so much higher, it is 3,030,708 Taka.  They didn’t provide any cash certificate or cashbook by which the cash balance can be verified. So, two types of audit risks are involved in this case:
· Control Risk: Since the company didn’t provide any cash certificate or cashbook, the auditor can assume that they didn’t prepare any cashbook. If they don’t prepare any cashbook, it indicates that their management has less control or their control system is weak or inefficient. In this regard, the control risk is involved.
· Detection Risk: As the company didn’t provide any cashbook, so the auditor can’t verify whether any error or misstatement is there or not. There is also a probability of misuse of the fund. So, the auditor will face a detection risk in this case.

The intern has audited another company named “Khaja Plywood Industries Ltd.” The company has showed their inventories balance 2431874 Taka in their statement of financial position. He has also noticed that the balance of cash in hand is showed 2483831 Taka in the notes of the financial statements. In this case, two types of audit risks are involved here:
1. Control Risk: Since the company didn’t provide any inventory report, so it is not possible for the auditor to verify the amount of inventory. They also didn’t provide any cashbook for verifying the cash balance, so it is not possible for auditor to identify any error here. Since they didn’t provide these necessary documents, so the auditor can assume that the company didn’t prepare those documents. This indicates the inefficiency of the management of the company. So, control risk is involved in this regard.
2. Detection Risk: Since the company didn’t provide sufficient audit evidence, it is not possible for the auditor to identify whether there is any error or fraud. So, the audit firm ‘Bokhteyar Humayun & Co.’ is facing detection risk here.
 Another company that has been audited by the intern which is “RENTAMO BD LIMITED”. The company has showed their cash in hand balance 1613066 Taka in their notes of the financial statements. They didn’t give any cashbook for verifying the balance. On the other hand, revenue is reported as 1528824 Taka in their “Profit or loss & other comprehensive income” statement. Here, they also didn’t give any document for their revenue. So, two types of risks are involved here: Control and detection risk.
· Control Risk: Since the company didn’t give any cashbook for verifying the cash balance, it can be assumed that they don’t prepare cashbook or keep some essential records of their cash. It can also be assumed that they don’t keep enough records of their revenues. These indicate that the management of the company is not so much efficient. So, control risk is involved here.
· Detection Risk: Since the company didn’t give enough audit evidence for cash in hand and revenue, it is not possible for the auditor to find any error or misstatement here. So, it is a detection risk for “Bokhteyar Humayun & Co.” as an audit firm.

The intern has noticed the financial statements of another company named “Prime Automobiles Ltd.”. In the statement of financial position, their accounts payable is reported as 3387626 Taka and unsecured loan 2330965 Taka. They didn’t provide any payable list or any supporting document for their unsecured loan. In this regard, three types of audit risks are involved here:
1. Inherent Risk: In the current liabilities section, they have reported their unsecured loan 2330965 Taka. For checking details, the intern has moved to the notes and he has noticed that the loan is from director. If the director gives a loan, then he will make the transaction through bank-check or cash. If he conducts the transaction through bank, then it will be mentioned in the bank statement. If he gives the loan by cash, then it will be mentioned in his personal tax assessment. Since they didn’t provide any of this, an inherent risk is involved here.
2. Control Risk: Since the company didn’t provide any payable list or ledger supporting their accounts payable balance, it can be assumed that they didn’t keep proper documents for this. It indicates the inefficiency of their management. So, in this case, a control risk is involved.
3. Detection Risk: Since the company didn’t give any supporting evidence for their accounts payable balance and unsecured loan, so the auditor doesn’t have the scope to identify any error or misstatement here. So, it is a detection risk for “Bakhteyar Humayun & Co.” as an audit firm.


[bookmark: _Toc135067270][bookmark: _Hlk134610894]Chapter 5
[bookmark: _Toc135067271]5 Analysis
[bookmark: _Toc135067272]5.1 Introduction:
Regardless of the activity involved, risk assessment is a difficult stage because, without numerical and exact calculations, it indicates a positive vision and an effort to predict the future. It also involves evaluating potential threats, attacks, and dangers that could affect a business entity, with the activities of those engaged in its operations. An organization's core assets, potential risks and vulnerabilities, their likelihood and effects, and countermeasures for protection are all taken into account throughout the methodical process of risk assessment.
Due to circumstances like these, this action is frequently the most difficult in the risk management process.
· Opportunities and risks may interact in unexpected ways (for instance, falling behind the original timetable may require the adoption of a new approach, which ultimately results in a reduction in the amount of time allotted to the project).
· A single risk can result in a variety of negative outcomes, including increased expenses, penalties, delays, and decreased results quality;
· Mathematical tools generally estimate the risk that can deliver a time precision and safety unfounded; events that are prospects for an individual or entity (cost savings) may be hazards to others (lowering earnings).
In risk assessment, statistical calculations and analysis of the frequency of occurrence of hazards are used to estimate the possibility of certain risks happening. Subjective estimations may be employed if trustworthy and pertinent facts are available. Experts might be engaged to evade misperception brought on by subjectivism in risk assessment. Advantages of the risk assessment segment can be seen in: the ability to compare current risk levels with past statistics or risk levels in the area; the ability to aggregate risk across multiple activities to calculate overall risk; the level of knowledge of ambiguity relevant with outcomes traced; and whether decisions should be taken after there is a risk.
When the financial statements are materially misstated, there is an audit risk that the auditor would declare an improper audit opinion. [IFAC, 2009, 19] When an auditor requires to make a decision regarding giving an audit opinion, it is important to examine the connection between the costs of holding opinions that are at odds with the evidence and the expenses of carrying out the extra tests required to lower risk. 
In accordance with International Standards on Auditing [IFAC, 2009, 34–81], the following are components of audit risk:
· Prior to taking into account any relevant controls, inherent risk refers to the vulnerability of a statement regarding a class of transaction, account balance, or disclosure to a misrepresentation that could be material, either singly or when combined with additional misstatements.
· Control risk is the risk that the entity's internal controls will fail to prevent, detect, and correct a misstatement that might occur in an assertion about a class of transaction, account balance, or disclosure and that could be material, either individually or when aggregated with other misstatements.
· The risk of detection is the possibility that an existing and potentially major misrepresentation will not be found by the techniques the auditor uses to decrease audit risk to an acceptable level, either on its own or when combined with other misstatements.
The sample size will depend on the three risks stated. Audit risk is typically seen as a fixed five percent and utilized along with inherent risk and control risk to evaluate the detection risk, allowing the auditor to choose the model that is thought to be pertinent and to plan work. There are three general types of procedures for estimating risk: qualitative, semi-quantitative, and quantitative. The first of these is the utmost popular though it doesn’t necessarily produce a precise mathematical model.







[bookmark: _Toc135073212]Figure 5‑1 Methods of risk assessment


[bookmark: _Toc135067273]5.2 Analysis on audit risk assessment:
Risk, for instance, might be categorized as "low," "medium," "high," or "very high." Risk levels might range from three to ten or more. Different scales have been used in this analysis to describe the likelihood of unfavorable events and their effects. It is necessary to have precise mathematical data to analyze probability and the effects that result as per the instruction of the instructor. The goal is to create a risk hierarchy that measures risks against a quantification but does not actually show any relationships between them.






[bookmark: _Toc135073213]Figure 5‑2 Risk classifications

For conducting the risk estimation, the author has used some numerical data and then interpreted it. This model is displayed as a matrix that considers both the possibility of risks materializing and their effect into account. Risk categories include High, Medium, and Low. In the illustration below (Table No. 5-1), the likelihood that threats will materialize is evaluated on a range of 0.1 to 1 (0.1 - low, 0.5 - Average, 1.0 - high), and the effect is evaluated on a range of 10 to 100 (10 - low, 50 - 100 medium - high).

	Threat Likelihood
	Impact

	
	Low (10)
	Medium (50)
	High (100)

	High (1.0)
	Low (1.0*10) =10
	Medium (1.0*50) =50
	High (1.0*100) =100

	Medium (0.5)
	Low (0.5*10) =5
	Medium (0.5*50) =25
	Medium (0.5*50) =50

	Low (0.1)
	Low (0.1*10) =1
	Low (0.1*50) =5
	Low (0.1*100) =10


[bookmark: _Toc135073189]Table 5‑1 Risk level matrix
Table No. 5.1 shows that the risk ranges from 1 to 100 and indicates how vulnerable the system is to the following weaknesses:
· High risk (between 50 and 100) - call for immediate counteractive steps;
· Medium risk- a plan for incorporating medium risk (between 10 and 50) corrective actions into present operations is required;
· Low risk (fewer than 10) - auditor must take into account which remedial actions are yet required before adopting or accepting the risk.
The author believes that numerical assessment is beneficial, particularly given the satisfactory accuracy of the risk assessment. However, qualitative interpretation is too arbitrary. Additionally, even the software also recommends numerical assessment; when anyone wants to assess the risk on a qualitative basis. This auditing assessment entails assigning risk ratings of very low, low, medium, and high for each element before defining their mathematical numbers. One of the elements of audit risk is inherent risk, as was mentioned in the introduction to this work. There are different kinds of inherent risk. By developing answers to a series of questions for each risk category, management level, accounting, auditing, and business determine the general inherent risk. Following regions consistent to each type of accounts, as well as additional aspects of the audit such as balances and accounts, temporary financial statements, and records at the ending of the year, all carry specific inherent risks. Finally, after merging the two components (generic and specific), the auditor must determine the risk level present in the responses.

	The number of exact inherent risks recognized
	The general level of inherent risk

	
	Very low
	Low
	Medium
	High

	0, 1, 2 
	23%
	50%
	70%
	100%

	3, 4 
	50%
	70%
	100%
	100%

	5, 6 
	70%
	100%
	100%
	100%


[bookmark: _Toc135073190]Table 5‑2 Inherent risk factors
When the auditor wants to fully or partially rely on specific internal controls implemented by the organization, a control risk exists. The findings of evaluation, whether quantitative or qualitative, are comparable, as shown in Table 5-3

	Support given by internal control
	Level of risk

	
	Qualitative
	Quantitative

	High- excellent control, both specific and compliance
	Low
	10%-30%

	Moderate- good control, but there are some shortcomings in the specific control or compliance
	Moderate
	20%-70%

	Low- control deficiencies, specific and/or compliance
	High
	60%-100%


[bookmark: _Toc135073191]Table 5‑3 Control risk assessment
When analytical processes are thought to be crucial for obtaining audit evidence to fulfill the purpose, non-sampling risk recognition must be taken into account. Table No. 5-4 lists the pre-sent parts that are involved and their confidence level for the audit planning.
	Audit segments
	Certainty
	Risk

	Stock and work in progress
	Medium
	56%

	
	Zero
	100%

	Accounts receivable & accounts payable
	Medium
	56%

	
	Zero
	100%

	Sales revenue, purchases and expenditures
	High
	31%

	
	Medium
	56%

	
	Zero
	100%

	Wages and allowances
	High
	31%

	
	Medium
	56%

	
	Zero
	100%


[bookmark: _Toc135073192]Table 5‑4 Detection risk factors
The size of sample is set to be examined once the inherent risk, control risk, and non-sampling detection risk have been established. They may be methodically or arbitrarily chosen to check transactions, or they may be chosen based on a sampling interval to check items on the balance sheet. The sizes and ranges of sample should be utilized for various degrees of risk are shown in table no. 5-5

	Intervals
	Size of sample

	78.4-100
	53

	58.5-78.3
	48

	43.8-58.4
	43

	33-43.7
	38

	24.9-32.9
	33

	18.8-28.4
	28

	14.4-18.8
	23

	11.1-14.3
	18

	8.5-11
	13

	6.6-8.4
	8

	0-6.5
	3


[bookmark: _Toc135073193]Table 5‑5 Sample size and sample intervals
Following the selection of the size of sample, elements will be removed for the auditor to take into account. These components will be based on numerical or non-numerical approaches so as to be representative of the total population that they represent.
Tolerable error approved by the auditor should also be taken into account at this point. It is the percentage of the population that the auditor is ready to accept while also using the estimated control risk and estimated quantity of operational financial errors that were decided upon during planning. 




	Element analysis
	Sample size

	
	Decrease
	Increase

	Risk estimate of control is low
	X
	

	Risk estimate of control is high
	
	X

	Accepted permissible error is small
	
	X

	Accepted permissible error is high
	X
	

	Deviation of expected share of the population is low
	X
	

	Deviation of expected share of the population is high
	
	X


[bookmark: _Toc135073194]Table 5‑6 Risk sample size
Due to the interdependence of the three audit risk components, there are still many different schools of thought about the appropriate valuation methodology. As previously said, the audit risk is typically taken to be 5% and combined with inherent risk and control risk to assess the likelihood of detection. This information is used by the auditor to decide which sample is relevant and to organize their task. Its goal is to establish a level of low risk while also establishing a relationship between audit risk and expense.
The following formula can be used to determine how the three primary audit risk components are related to one another:
AR = IR * CR * DR
Here:
 AR- Audit Risk
 IR-Inherent Risk 
 CR- Control Risk
 DR- Detection Risk
The outcome of the audit risk may be quantified in terms of percentage or quality (low, moderate, and high)
The approach is based on the false assumption that the three elements of audit risk are independent of one another. For instance, organization will implement a level of control so as to errors resulting from inherent risk may be identified. Different assessments of inherent risk & controls won't be able to offer a realistic level of risk under these circumstances. (Radu, 2009)
[bookmark: _Toc135067274]5.3 Analysis on audit risk assessment for a particular company:
The author has collected a risk assessment of his firm for a particular company. Since, they have analyzed on a qualitative basis, that is presented below:
	Company name
	Dharla Fashions Limited

	Audit period
	For the year ended 30 June 2022



[bookmark: _Toc135073195]Table 5‑7 Detailed risk assessment
	SN
	Overall Risk Area
	Particular Risk Affecting company
	Risk Level 
(M, L or N/A)
	How will the audit risk be reduced?

	1
	General

	1.1 
	Do we have any concerns as to the integrity of the directors / management?
	No
	L
	N/A

	1.2 
	Is there any inefficient staff playing the major role in the accounting department?
	Yes
	H
	Extensive test of details is required

	1.3 
	Does the entity have a weak control environment?
	Yes
	H
	Extensive test of details is required

	1.4 
	Is the accuracy of the going concern basis a major consideration?
	No
	N/A
	N/A

	1.5 
	What about the relationship with the company as either ‘abrasive’ or ‘deteriorating’? 
	No
	N/A
	N/A

	1.6 
	Is there any substantial external benefit that can affect the financial statements of the company? 
	No
	N/A
	N/A

	1.7 
	Are there any additional risk issues that can influence the financial statements of the company?
	No
	N/A
	N/A

	2
	Business Condition

	2.1 
	Is there a risk of technical uselessness of goods or services?
	No
	N/A
	N/A

	2.2 
	Is the company in an extremely competitive or unpredictable area of the economy? 
	No
	N/A
	N/A

	2.3 
	Is the business of the client influenced by fashion, demographic tendencies and mass people’s view? 
	No
	N/A
	N/A

	2.4 
	Do the clients have cyclical or periodic issues that can affect their business?
	No
	N/A
	N/A

	3
	Governing Environment

	3.1 
	Is the company authorized by an outside controller? 
	No
	
	

	3.2 
	Does the controller need any special information? 
	No
	N/A
	N/A

	3.3 
	Are the returns at year-end or a print of the accounts needed to be filed with a trade association or governing body? 
	No
	N/A
	N/A




	SN
	Overall Risk Area
	Particular Risk Affecting company
	Risk Level 
(M, L or N/A)
	How will the audit risk be reduced?

	7
	Financing

	7.1 
	Does the client have a complicated investment structure? 
	No
	N/A
	N/A

	7.2 
	Are there any matters rising from the company's liability structure, including contracts, limitations, assurances, or off-balance-sheet financing activities? 
	No
	N/A
	N/A

	7.3 
	Does the client use derivative financial instruments? 
	No
	N/A
	N/A

	7.4 
	Is there any possibility of material misstatement at the declaration level relevant to the market value quantities and disclosures in the financial statements? 
	No
	N/A
	N/A

	8
	Financial reporting

	8.1 
	Have accounting standards and regulations been followed in the previous financial years? 
	N/A
	N/A
	N/A

	8.2 
	Are the accounting rules for significant matters suitable to the conditions of the company? Considering: 
· Measurement of non-current assets 
· Revenue recognition 
· Depreciation 
Long term agreements 
	Yes 
	L
	No Additional procedures

	8.3 
	Could the treatment of any areas in the accounts be disputed by the tax authorities? 
	Yes
	H
	We have discussed with client

	8.4 
	Is there generally a huge amount of related party transactions? 
	No
	N/A
	N/A

	8.5
	In terms of related party transactions: 
(a) Does the client have membership of a group that does not make group accounts? 
	No
	N/A
	N/A

	
	(b) Has any payment been made to the directors/shareholders apart from compensation or dividends? 
	No
	N/A
	N/A

	
	(c) Were there balances due to or from the directors at any time during the year? 
	No
	N/A
	N/A

	8.6 
	Is there any sign of risk of misstatement at the declaration level for types of transactions, account balances or disclosures? 
	
	
	

	9
	Aims, Policies and Relevant Business Risks

	9.1 
	Has the auditor checked a print of the client’s longstanding policy or business plan? 
	Yes
	L
	N/A

	9.2 
	Is there any risk rising from the client trying to attain the goals set out in the plan? 
	No
	L
	N/A




	SN
	Overall Risk Area
	Particular Risk Affecting company
	Risk Level 
(M, L or N/A)
	How will the audit risk be reduced?

	9.3 
	Is there a probability to be unsuccessful to meet money market (or other shareholder) opportunities (which organization may have encouraged) whether or not the opportunities were reasonable? 
	N/A
	N/A
	N/A

	9.4 
	Are the directors’ and/ or managements’ income profoundly adapted to comes about either straightforwardly, through share options, or through other conceivable outcomes for expensive capital gain?
	N/A
	N/A
	N/A

	9.5 
	Are there any obligations to achieve goals to secure assurance of the employments of executives, administration and other workers? 
	No 
	N/A
	N/A

	9.6 
	Is there a possibility to manipulate profits to decrease tax obligations? 
	Yes
	H
	Extensive tests of details

	9.7 
	Are there legitimate or administrative prerequisites to meet particular monetary limits or proportions?
	No 
	N/A
	N/A

	9.8 
	Is there a necessity to assure compliance with credit contracts or to pacify bankers?
	No 
	N/A
	N/A

	9.9 
	Are future strategies for offering the company subordinate upon accomplishing indicated comes about?
	No 
	N/A
	N/A

	9.10 
	Is the amount for provisions computed by the management during preparing the profit and loss account rather than being calculated by others as part of the regular accounting procedure? 
	No 
	N/A
	N/A

	9.11 
	Is there a pattern whereby accounting judgements and estimates made when finalizing the accounts are all biased in the direction management desires? 
	No 
	N/A
	N/A

	9.12 
	Are the final figures for the company subject to significant change as a result of journal adjustments generated at head office? 
	No 
	N/A
	N/A

	9.13 
	Were there any contracts or transactions undertaken, particularly where this was close to the year end, where the commercial rationale is unclear? 
	No 
	N/A
	N/A

	9.14 
	Do the accounting policies connected by the company fall comfortably inside accounting measures or do they thrust the boundaries of adequacy in a few ranges?
	No 
	N/A
	N/A

	9.15 
	Have the directors brought forward the announcing date without valid reason making it troublesome to get the amount and quality of audit documents required?
	No 
	N/A
	N/A









	SN
	Overall Risk Area
	Particular Risk Affecting company
	Risk Level 
(M, L or N/A)
	How will the audit risk be reduced?

	9.16 
	Are the outcomes of the company out of step with industry patterns without obvious clarification accessible?
	No 
	N/A
	N/A

	9.17 
	Is there any possibility for management to manipulate profit (e.g., to diminish assess or increment rewards)?
	No 
	N/A
	N/A

	10
	Estimation and Audit of the Substances Monetary Execution

	10.1 
	Have accounting records been dependable within the earlier?
	No
	H
	Extensive test of details is required

	10.2 
	Are significant management accounts prepared amid the financial year?
	Yes
	L
	Analytical review of management accounts

	10.3 
	Has the audit report contained a capability in either of the final two a long time?
	
	
	

	10.4 
	Are there any issues with making alterations within the earlier?
	No 
	N/A 
	N/A

	10.5 
	Is the engagement ‘stable’ i.e., long standing? 
	No 
	N/A 
	N/A

	11
	Control environment

	11.1 
	Is the degree of management information and encounter adequate for working the business?
	Yes
	N/A
	N/A

	11.2 
	Are management and organizational controls adequately effective? 
	Yes
	L
	N/A

	11.3 
	Are effective management data frameworks available and utilized?
	No
	H
	Extensive test of details is required

	11.4 
	Is there any possibility for management to abrogate any controls in presence?
	Yes
	H
	Extensive test of details is required

	11.5 
	Do management advance a working system where competence and judgment are esteemed?
	Yes
	L
	N/A

	12
	The Company’s Risk Assessment Procedure

	12.1 
	Can the company's risk assessment procedure be utilized for recognizing significant risks and the actions taken relevant to these?
	No
	H
	Extensive test of details is needed

	13
	Data Frameworks

	13.1 
	Are the accounting records modified when it is necessary?
	Yes
	L
	N/A

	13.2 
	Does the accounting system has any significant change?
	No
	L
	N/A

	13.3 
	Are there any specific issues emerging from the utilization of IT that donate cause for concern?
	No
	N/A
	N/A

	14
	Control Exercises and Observing Controls

	14.1 
	Are there any signs that control exercises such as execution surveys or isolation of obligations have broken down or something else fizzled to function?
	Yes
	M
	Extensive test of details is required




	SN
	Overall Risk Area
	Particular Risk Affecting company
	Risk Level 
(M, L or N/A)
	How can the audit risk be reduced?

	14.2 
	Is there a viable framework of observing controls in put?
	Yes
	L
	N/A

	14.3 
	Has the control system broken down and failed to operate effectively? 
	No
	L
	N/A

	15
	Fraud and Mistake

	15.1 
	Are there any past incidents that indicate the enthusiasm and capability of management?
	No
	N/A 
	N/A

	15.2 
	Are there any unordinary money related or announcing weights inside the company?
	No
	N/A 
	N/A

	15.3 
	Are there any noteworthy shortcomings within the plan or usage of internal controls?
	Yes
	H
	Extensive test of details is required

	15.4 
	Is there a history of unordinary or complex exchanges?
	No
	N/A
	N/A

	15.5 
	Is there a history of issues to get adequate suitable audit documents?
	Yes
	L
	Matters mentioned in report

	15.6 
	Are there lacking controls over information within the data framework?
	No
	N/A 
	N/A

	15.7 
	Is there a large degree of judgment included in deciding account equalizations?
	No
	N/A 
	N/A

	15.8 
	Are there a huge number of resources that may be helpless to misfortune or misuse?
	No
	N/A
	N/A

	15.9 
	Do the outcomes of explanatory methods embraced to get an understanding of the substance and its environment appears abnormal or startling connections that will show risks of material misstatement because of fraud?
	No
	N/A
	N/A

	15.10 
	Are there ordinarily a significant number of exchanges not subjected to standard processing?
	No
	N/A 
	N/A

	15.11 
	Are the accounting staff well prepared and competent of performing the tasks distributed to them?
	No
	H
	Extensive test of details is required

	15.12 
	 Does the accounting division have any demeanor or assurance issues?
	Yes
	H
	N/A

	15.13 
	Is the turnover rate of accounting staff high?
	No
	N/A
	N/A

	15.14 
	Do any other data gotten show any chance of material misstatement because of fraud? 
	No
	N/A
	N/A

	15.15 
	Is there a business rational for any exchanges which show up out of the conventional?
	No
	N/A
	N/A



From the above analysis, it can be concluded that the level of risk is high. (https://www.icab.org.bd/, 2017)
[bookmark: _Toc135067275]5.4 Conclusion:
In more specialized situations, audit risk evaluation and interpretation are still contentious topics, and the methodologies described above provide more proof of the variety of approaches for such activities. This trend is also brought on by the lack of regulations defining precisely where risk comes from and how to comprehend it. According to author’s opinion, from this perspective, International Auditing Standards give an overall subjective impression of how the auditor should handle risk when performing the task and permit for clarification depending on his expertise and knowledge. Because there is no divide into types of effects of risk sources, it is obvious that there is no such classification. Even when compared to other issues, it can’t be argued that international literature is plentiful in these interpretations, but they do exist and some of them are well-known, at least on a theoretical level. If it is focused on the practical aspect of the issue, it can be seen that most current applications follow the same model of international standards. This is due to a variety of factors, such as the concern over potential legal conflicts and inconsistencies, the management framework, and other relatively unbiassed standards.





[bookmark: _Toc135067276]Chapter 6
[bookmark: _Toc135067277]6 Findings and recommendations
[bookmark: _Toc135067278]6.1 Findings:
After analyzed the audit risk assessment, the author has found some key findings. These are given below:
· In table 5-2, the author has tried to assess inherent risk. It has been found that the level of risk increases while increasing the number of identified specific inherent risks. It can be seen that the percentages of inherent risk are comparatively higher even in the “Very low” and “Low” levels.
· In table 5-3, the control risk has been assessed. It has been found that the control risk is lower, when the management is efficient and control risk is higher, when the management system is deficient. If the management is excellent, it can be seen that the risk level is lower and the percentage interval is 10%-30%. If the management system is moderate, the risk level is moderate also and the percentage interval is 20%-70%. If the management has deficiencies, the risk level is higher and the percentage interval is 60%-100%.
·  The author also has assessed the detection risk in table 5-4, It has been found that if the certainty level is high, then risk level is low; if the certainty level is moderate, then the risk level is also moderate and if the certainty level is zero, then the risk level is high. 
· The author has also tried to show the sample sizes for different sample intervals. He has shown for various degrees of risk, what sample size and ranges should be used to check transactions.
· The author has tried to assess the size of risk sample by conducting element analysis. If the risk estimate of control is low, then the sample size should be lower and if the risk estimate of control is high, then the sample size should be higher. If the accepted permissible error is small, then the sample size should be higher and if the accepted permissible error is high, then the sample size should be lower.


[bookmark: _Toc135067279]6.2 Recommendations:
The author has analyzed risk assessment and found some key findings from that “Analysis” section. The author has some recommendations for how his own firm “Bokhteyar Humanyun & Co.” can minimize their audit risks:
· If the auditors of “Bokhteyar Humayun & Co.” can ensure that their clients have an effective control management system, then their control risk would be minimized.
· For reducing detection risk, it should keep the certainty level high.
· It should choose correct sample size for the chosen sample interval for various degrees of risk to make its audit procedure more accurate and effective.
· It should correctly assess its risk sample size conducting a proper element analysis.


[bookmark: _Toc135067280]Chapter 7
[bookmark: _Toc135067281]7 Conclusion
The author has prepared the entire report on the topic of “Perspectives on the assessment of audit risk for Bokhteyar Humayun & Co. in Bangladesh”. The author has learned about the definition and types of audit risks. During his internship period, he has also learned what types of risks his firm faces during their audit. Audit was necessary and used even in the ancient period of accounting. Its significance is increasing day by day. Auditing is necessary to ensure honesty and integrity in the financial sector of our country. The author has conducted an analysis on audit risk assessment. Audit risk assessment is a significant portion of an audit planning. It is necessary to conduct an effective audit risk assessment to make the audit process effective and accurate. He has also suggested that how effectively his firm can conduct an audit risk assessment. The author has conducted the study on audit risk assessment. The future researchers can research about the significance of audit risk assessment in details that how it can affect positively in an audit procedure. They can also study about the other aspects of audit planning that can make the audit system more accurate and effective. According to the author’s point of view, this research topic is a very significant topic and it should be more researched and studied because the future researchers can gain a lot of knowledge from this topic.
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Auditing


On-site verification activity such as an inspection or examination


Purpose


To ensure that a company is maintaing its books of accounts in compliance with the applicable regulations








Audit Risk


The probability that the auditor would issue an improper audit opinion when the financial statements contain major inaccuracies





Helps to avoid mistakes and fraud


Ensuring the accuracy of management accounts


Beneficial for maintaining records and checking financial records 


Significance of audit










Reducing the liklihood of over-auditing


Enables auditors to express an accurante opinion


Aids on a risk-based approach to auditing







Types of audits


Internal


External


Government








1. Inherent Risk
2. Control Risk


3. Detection Risk


Types of audit risks
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Adverse
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Risk classifications
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