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SUBJECT SPECIFIC INFORMATION

THE EXAM

FORMAT OF THE EXAM
The exam will be in TWO sections
All questions are compulsory

Number of marks

Section A: 3 objective test cases
5 questions worth 2 marks per case 30
Section B: 3 constructed response questions
2 x 20 mark questions (mainly scenario based) 40
1 x 30 mark question (mainly scenario based) 30

100

Time allowed: 3 hours.

In the AA exam the ‘current’ date will be 1 July 20X5. Year-end dates will then be flexed around
this depending on the nature of the question. For example, a question set at the planning stage of
the audit may have a year end of 30 June 20X5 or 31 July 20X5. A question set at the completion
stage of the audit may have a year end of 31 January 20X5 or 31 March 20X5.

PASS MARK

The pass mark for all ACCA Qualification exams is 50%.

APPROACH TO THIS EXAM

Audit and Assurance is a computer based exam.

Any part of the syllabus can be tested in any section.

Section A

. The objective test case questions will be based around a short scenario and you will have to
choose the correct answer(s) from the options given.

° You should begin by reading the OT questions that relate to the case, so that when you
read through the information for the first time, you know what is required.

° Each OT question is worth two marks. Therefore you have 18 minutes (1.8 minutes per
mark) to answer the five OT questions relating to each case.

. Itis likely that all of the cases will take the same length of time to answer, although some of
the OT questions within a case may be quicker than other OT questions within that same
case.

. Work steadily. Rushing leads to careless mistakes and the OT questions are designed to

include ‘plausible distractors’ i.e. answers which result from careless mistakes.

KAPLAN PUBLISHING P.15



Section 1

OBJECTIVE TEST CASE QUESTIONS -
SECTION A

AUDIT FRAMEWORK

The following scenario relates to questions 1 -5

The board of directors of Sistar Co are concerned that they are not currently applying best practice
in terms of corporate governance and are seeking to make improvements.

The company currently has three non-executive directors (NEDs) on the board, who are paid a fee
which changes annually depending on company performance. The NEDs all sit on the audit,
nomination and remuneration committees. There is currently no reference to the work of these
committees in the annual report.

At present, Sistar Co does not have an internal audit function but the directors are establishing a
team which will be responsible for a range of internal audit assignments.

The following is the current proposed structure for the internal audit (IA) department

Finance director

Head of internal audit

Internal audit manager

Audit assistant Audit assistant

The only role still to be filled is the Head of internal audit. There are two potential candidates: Paul
Belling a consultant who helped design and implement the company’s current control system, and
Maria Marquez who is currently an audit manager at Rossi & Bell, an audit firm which has never
been used by Sistar Co.

Out of the other three members of the proposed IA department, two of them have moved from
other departments in Sistar Co and one of the audit assistants has audit experience.
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AA: AUDIT AND ASSURANCE

1 Which of the following should be included in the annual report regarding the work of the
audit committee?

o Responsibility for preparing the annual report and financial statements

o Significant issues considered relating to the financial statements

o A description of the principal risks the company faces

o The process used to make appointments to the board (2 marks)
2 Which of the following options correctly describes the deficiency relating to NEDs’

remuneration and makes a valid recommendation for improvement?
Deficiency Recommendation

o Compromises NED independence NEDs should be remunerated on the same
basis as the executive team

o Compromises the motivation of NEDs ~ NEDs’ remuneration should be tied to profit
targets
o Compromises NED independence NEDs’ remuneration should be a set amount

based on time committed

o Compromises the motivation of NEDs  NEDs’ remuneration should be linked to
individual performance (2 marks)

3 The board is in the final stages of establishing the IA department.

Select one option from each column which provides appropriate recommendations to
improve the effectiveness and independence of the IA department.

Reports to Head of IA Remaining staff members

Finance director Maria Marquez App.omt mqre senior staff with
audit experience

Audit committee Paul Belling No changes needed

All staff should be new to the
company

Chief executive

(2 marks)

4 The board has started to compile a list of tasks for the IA department to carry out once it is
up and running. It has been agreed that the first assignment to be completed will be for IA to
review Sistar Co’s processes over asset expenditure to verify if the right items are purchased
at an appropriate time and competitive price.

What type of internal audit assignment does this represent?
e} A value for money audit

o A management audit

o A financial audit

o An IT audit (2 marks)
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