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[bookmark: _Hlk36466460]SECTION A
Answer all questions in this section. Each question carries 2 marks.
1. The main objective of an audit is________________
A. Certify financial statements
B. Detect and prevent fraud and error
C. Expression of an opinion
D. Check compliance with laws

2. Financial Statements are the representation of 
A. The auditor
B. The board
C. Professional body
D. Management

3. When is an engagement letter sent?
A. When there is need to remind the client of the existing terms of engagement
B. When there is a significant change in the nature or size of the client’s business
C. To meet legal requirements
D. All of the above

4. Which of the following persons are NOT disqualified from appointment as auditors
A. Body corporate
B. Servant of the company
C. Employee of the servant of the company
D. None of the above

5. Which of the following is NOT a reason why auditors need codes of ethics
A. To maintain respect and confidence of public
B. To distinguish the professional from the general public
C. To maintain order within the profession and provide guidance to professionals
D. None of the above

6. The risk that the auditor will not detect a material misstatement is
A. Control risk
B. Inherent risk
C. Expected misstatement
D. None of the above
7. [bookmark: _Hlk36467566]Possible indications of the existence of irregularities include the following except:
A. Missing vouchers or documents
B. Falsified documents
C. Absence of investment policy
D. Evidence that internal control is not operating as it is intended

8. [bookmark: _Hlk36468247]Disclosure of confidential information is permitted when
A. Disclosure is permitted by law and is authorized by the client or employer
B. Disclosure is required by law
C. There is professional duty or right to disclose confidential information about a client
D. All of the above

9. Which of the following factors would indicate that there is a higher possibility of fraud occurring for a client
A. There is no segregation of duties
B. The entity is involved in a high-technology industry
C. An audit committee is introduced
D. There are no related parties

10. All of the following are safeguards created by the audit profession except
A. [bookmark: _Hlk36466880]Educational, training and experience requirements for entry into the profession
B. Continuing education requirements
C. Allocation of complex tasks to competent audit firms
D. Professional standards and monitoring and disciplinary processes

11. Professional skepticism requires that the auditor assume that management is
A. [bookmark: _Hlk36467009]Reasonably honest
B. Neither honest or dishonest
C. Not necessarily honest
D. Dishonest unless proved otherwise

12. Which of the following is NOT a threat to auditor’s independence
A. Familiarity
B. Self-interest
C. Self-actualization
D. Self-review


13. [bookmark: _Hlk36467475]Fraudulent financial reporting may be accomplished by the following except
A. Manipulation, falsification (including forgery), or alteration of accounting records or supporting documentation from which the financial statements are prepared
B. Misrepresentation in, or intentional omission from, the financial statements of events, transactions or other significant information
C. Intentional misapplication of accounting principles relating to amounts, classification, manner of presentation or disclosure
D. None of the above

14. [bookmark: _Hlk36467266]The appropriateness of audit evidence can be enhanced by the following except
A. Independence of provider
B. Effectiveness of client’s internal controls
C. Nature of the client industry
D. Qualification of provider

15. Which of the following is not a stage in the audit process
A. Planning
B. Responding to assessed risks
C. Gathering audit evidence
D. preliminary

[bookmark: _Hlk36468974][Total: 30 marks]











SECTION B
Answer all questions in this section
Question One 
ISA 700: The Auditor’s Report on Financial Statements requires that an auditor makes a clear expression of opinion on the financial statement audited.
Explain the following types of audit reports:
(a) an unqualified report opinion							[5 marks]
(b) an unqualified report with a modification					[5 marks]
(c) an adverse report opinion							[5 marks]
(d) a disclaimer of opinion							[5 marks]
[Total: 25marks]


Question Two
(a) In terms of the Companies Act (Chapter 24:03) Section 150, briefly explain two instances in which an auditor is appointed by the directors.				      [4 marks]	
(b) State any five persons who are disqualified for appointment as auditor in terms of the Companies Act (Chapter 24:03) and give the reasons for their disqualification. [6 marks]
(c) Briefly explain the auditor’s rights as provided in the Companies Act (Chapter 24:03) which are meant to protect the auditor in carrying out statutory audit work.       [6 marks]
(d) Explain any two (2) duties of auditors as enshrined in the Companies Act (Chapter 24:03) which enhances their statutory audit work. 					       [4 marks]
(e) List and explain three (3) fundamental principles of ethical conduct in the audit profession										       [5 marks]
      [Total: 25marks]

Question Three
You are a manager in the audit firm Matamba & Co, and this is your first time you have worked on one of the firm’s established clients, Tarcsville Investments (Tarcsville). The main activity of Tarcsville is providing investment advice to individuals regarding saving for retirement, purchase of shares and securities and investing in tax efficient savings schemes. Tarcsville is regulated by the relevant financial services authority. You have been asked to start the audit planning for Tarcsville by Mr Tee, a partner in Matamba & Co. Mr Tee has been the engagement partner for Tarcsville for the previous nine years and so has excellent knowledge of the client. Mr Tee has informed you he would like his daughter Rue to be part of the audit team this year. Rue is currently studying for her first set of fundamentals papers for her Chartered Accountant qualification. Mr Tee also informs you that Mr Chinya, the audit senior, received investment advice from Tarcsville during the year and intends to do the same next year.
In an initial meeting with the finance director of Tarcville, you learn that the audit team will not be entertained on Tarcville’s yatcht this year as this could appear to be an attempt to influence the opinion of the audit. Instead, he has arranged a balloon flight costing less than one-tenth of the expense of using the yatcht and hopes this will be acceptable. The director also states that the fee for taxation services this year should be based on a percentage of tax saved and trusts that your firm will accept a fixed fee for representing Tarcsville in a dispute regarding the amount of sales tax payable to the taxation authorities.

REQUIRED:
(a) Explain the ethical threats which may affect the audit of Tarcsville Investments.[6 marks]
(b) For each ethical threat, discuss how the effect of the threat can be mitigated.      [5 marks]
(c) Briefly explain the meaning of professional skepticism.                                       [4 marks]
(d) Explain what is meant by audit risk.	                                                                   [5 marks]
[Total: 20marks]
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