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CERTIFIED PUBLIC ACCOUNTANT
INTERMEDIATE LEVEL EXAMINATIONS
11.4: AUDITING

DATE: FRIDAY 28, FEBRUARY 2025

INSTRUCTIONS:

1. Time Allowed: 3 hours 15 minutes (15 minutes reading and
3 hours writing).

2. This Examination is divided into two sections (A and B).

3. Section A has three compulsory questions while Section B
has three questions to choose two.

4. Five questions in total are to be attempted.

5. The question paper should not be taken out of the
examination room.
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SECTION A

QUESTION ONE

Safar Ltd manufactures soft drinks, it-was established in 2020 and the company has factories

across the country. The company’s customer base comprises individuals: and ‘retailers who

make direct purchases through its social media platforms. The Board of Directors of Safar Ltd

18 keen on practicing good governance in-order to ensure effective risk management in the

company. Youw are the audit supervisor reviewing the documentation of the company’s internal

controls and you come across:the following matters;

1. There have been: various complaints raised on the accuracy of supplier statements given
that the accountant who used to handle the matters left the company.

2. Over 6 months, customers have been complaining about delayed deliveries.

3. Goods are dispatched to customers via a clearing company although the clearing company.
does not file returns with Safar Ltd to confirm delivery:

4. Customers undergo credit checks iprior to being given credit and the limits are set by the

sales ledger staff. Customers also place orders through the sales team who decide on the
discount to be granted.

Required:

In the context of the above information;

a) Discuss five limitations of auditing Safar Ltd. (5 Marks)
b) Explain five roles of an auditor in ensuring that the Board of Directors complies: with
good governance practices. (5:Marks)
¢) Asaninternal auditor at Safar Litd, describe four tests of controls over the matters noted
in Safar Litd. (6 Marks)
d)  Enumerate four essential considerations when removing an auditor of a company as
stated in Companies Acts. (4 Marks)

(Total: 20, Marks)
QUESTION. TWO

a) International Standard on Auditing (ISA) 705 “Modifications to the audit opinions in the
independent auditor’s report sets out the different types of modified opinions. With reference
to the above standard:

i) State objective of auditor in accordance with ISA 705. (1 Mark)
ii) Discuss three ways in which an auditor’s opinion may be¢ modified. (6:Marks)

b) Urwego Ltd is in'the process of implementing a computer-based accounting system. Asan
auditor, you have been requested to advise on the appropriate controls to be implemented to
prevent an authorized change to the data files.
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SECTION B

QUESTION FOUR

You are the audit manager in charge of the audit of MINEX [.td a large company dealing with
manufacturing and 'supply chain. The company has five executive directors and seven non-
executive directors. The Board of Directors of the company is: keen to establish an audit
committee in order to enhance corporate: governance i the management of the company and
oversight responsibilities in relation to financial reporting, internal control 'structure, risk
management systems, internal and external audit functions, and ethical accountability.

Required:

a) Discuss five disadvantages of outsourcing an internal audit function. (5 Marks)

b) “Explain four responsibilities and working relationships between an audit committee
and the external audit firm. (4 Marks)

¢) Discuss three matters that an auditor may have professional liability under statute

law and three matters that prove the tort of negligence. (6 Marks)
d) ‘Discuss ' five duties ' and responsibilities of reviewers in relation to the audit
engagement. (5 Marks)

(Total: 20 Marks)
QUESTION FIVE

You are newly appointed as an Internal auditor of Umwezi Ltd. You have recently ascertained
the following about the company;:

1. The company has two major customers and few small-sized customers.

2. The company has no formal management accounting systems. The new computer system
is supposed to remedy the gap.

3. The Chief - Executive -officer -of the company rhas ra- dominating personality -and is
overbearing on their subordinate;

4. The company recently purchased a very large and complex computer systems as a part of
its automation system. The administration staff does not have adequate competence to run
the system properly.

Required:

a) In the context of the above scenario, explain the meaning of “Risk-based internal
auditing”’ and discuss five reasons why you should take a risk-based audit approach.

(7 Marks)
b) Elaborate five audit procedures to be performed on the audit of Tangible Non-
Current Assets. (5 Marks)
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