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AV)
A, Many non-public companlu}.\s'have their financial statements reviewed or compiled by
an auditor instead of having them audited.
o
Required: '9)

(a) Briefly explain ‘review service’. How does it differ in compar'@gﬁ to a
s compilation service with regards to@%surance level provided? =\

&
O Y"\ (4 marks)
o &
& A

A
(b) él Discuss TWO (2) types of chmpilation reports and the circirhstances in which
(U  each should be used.

(5 marks)

B. ('X\K)perational auditing activities are related to the reviewing of an organization for
f\m, efficiency and effectiveness and it differs from financial auditing activities.
~/

Required: Q:\
{a) Identify and discuss TWO (2) major differences between operational ijﬁh
financial auditing. 5
(S{-\éarks)
A . fi\E , &
(b) Qperational audit involves THREE (3} phases; plannlng,@ewdence
! ' ccumulation and reporting and fai%w—up. Briefly explain each of e phases,
R -\ (6 marks)
[2003TKs]
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A‘O Your cIient, WBA Sdn. ah(?, prepared the following schedule of Ian@ouildings and

© equipmerﬁ for the au#‘of financial statements for the year endeYf 31 December

i” 2015: f§
& 9
m& Account Beginning Additions Disposals Ending
\b; Description Balance Balance
as at as at 31/12/2015
1112015 Q\
RM RM RM RM DO
Land 7,500,000 : A - 7,500,000+
Building Office 27,000,000 -250,@0 ; 27,250,
Production- 2,345,000 174223 34,779 2,458444
Equipment _’{'3 \’}@
Office Equipment 1,765,881 wé@'2,51»? 55,339 1,783,059
IT Hardware 216,542 n% - 19,098 197,444
LY
Total 38,827,423 \,\}7 500,740 109,216 39,218,947
©
@)
~c,_>Required:
(e; (a) Define property, piant and equipment.
)
(E‘ (2 marks)
3
S
~J e (b) List TWO (2) types of evidence to examine the beginning balances in the (:l\
accounts. ' 0
(2 ma;lrkifJ
& A\
(c) - List TWO (2) types of evidence to examirle the additions to each account: &
_ Ly
’ K (2 marks)
& & N
(d) é)Eprain what type of evidence e@uld you examine to support equipment
S
disposals. State TWO (2) imporfaht details in the record that auditors should
) ..(’_) ’\l
(—é consider, ~
3
(B— (2 marks)
o
e
N
~

EAB31103_Audit 2 _ 2



2 CONFIDENTLé%

{e) DOL'St TWO (2) procedures to be perfg‘(ned to examine the ending E@{a?ces in

& the accounts. P
A A &
AP, : ,\’@ (2 marks)
X & . v
& “ 'y
B\"}r A company rust correctly recorr‘@dr rent year additions because these will have long

term effects on the financial@étements. The failure to capitalize fixed assets or

recording an acquisition at the incorrect amount affects the balance sheet until the

company disposes of the assets.

Required: (’i\

(a) Please explain balance-related audit objegtves of Detail Tie-In, Exlste%c@
and Accuracy for the additions of the fixdd asset.

) ;9 Qnarks)
§ 8
a\‘-ﬁiwe ONE (1) example of comm@' audit test for each audit ob;g}’uve stated
R, above. s\’,\’
({B- (3 marks)

C. \fhe following documents are used in recording acquisition of goods and services.
Explain the function of each document.

(a) Voucher

g
O
(b) Accounts payable master files @)
'
Qo
§ &
O L :
‘(0 \/ i
&
Y-
&
Q
~
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CONFIDENTIAL

A
5

The following audit proceduﬁs were planned by senior auditor, Raihan lfﬁ)the audif of
the inventory cycle for Salw®Berhad during physical count of inventoﬁ?ﬁnd inventory

pricing and compilation: " ; €}"
A &
& . . &
1. Account for seqgence of inventory tags used during phys@al count.
&
Q
2. Examine wh@ﬁer the inventory schedule agrees with the physical counts and

perpetual inventory master files; and the total is correctly added and agrees
with the general ledger.

hY
3. Observe physical count process whether they are being fo[lowe@aby
QO

responsible staffs.
: &.k %
4, Compare inventory turnover with Qievious year. ' Y%‘
R} &
A

o

. Q
%mpare the unit price on the¥nal inventory summary with vet@brs’ invoices
0 ensure correct figure is used.
Q
“ <

6. A Examine raw material requisition forms for proper authorization.

T
R@Jired:
FLB] each procedure (1) to (6) above, identify: A
3

(@) The types of audit procedure, whether it {s test of control, an analytial

procedure, a substantive test of transactions § test of details balances.

A
Q &
(b) The a@iﬂit objective or objectives being si*isﬁed. ({?
) Q
{(c) Th?gﬂpe of evidence being used. v(:\-: \’7
X &
®
§ L,\’ (9 marks)
&
N
~
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R

B. UE)QKarnal is one of the audit seniors in Fairuz & Co., auditor to Yasin Constru{t&ns Sdn

Bhd. While performing audit testing o;\cash balances accounts of Yasin:%ar the year-

“
& end 31 December 2015, Kamal E?dlized that there are materialﬁtemal control
Y:\ weaknesses in the company. o - QJQ"
& . >
[33) A\Y,
Q) A
N Kamal believes that he migl&ﬁﬁeed to perform a few tesis in order to verify whether
all transactions included i@he journals for the last month of the year were correctly
included in or excluded @ﬁ'n the bank reconciliations. .
Required: - Y
&
DO
(a) Explain the purpose of testing clienf's bank reconciliation. o
@marks)
=\ Q?’
(b) State ONE (1) audit procedure gvolved in testing bank reconci@tion.
N %(J V(2 marks)
& e
@ List THREE (3) types of ?%statements unlikely to discover during the audit of
) bank reconciliation. Q)&‘ .
(‘\’} \17 (3 marks)
&
’\(? (d) State TWO (2) reconciliations tasks can be taken by Kamal on proof of cash.
~N (4 marks)
[20imank
O
O
AN L
o) S
Q (b@
X v V
Q [®
& X
- &
5 &
V
03
o
N
&
N
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e
o Q
A, The accounts in a company's capital a@uisition and repayment cycleﬂepend on the
type of business the company operate®)and how it is financed.
' R
Required: ("} .
&a) List THREE (3) characteriqtl\'cs of capital acquisition and repayment cycle.
8 a9 {3 mar@
W O
“ I ¢
-~ (b) Explain THREE (3) duties of a share registrar.
, %-; . K]
: (S@arks)
5
2 - &
BJ Briefly explain what is meant by the phrase sul:\sequent events? 4]
i N
éi V(2 marks)
C. Nadea, Farith & Co. has completed the awti of Cemerlang Traders Berhad (CTB) on

A
S)

31 March 2016. The audited financial sfagtements for the year ended 31 December
2015 and auditor's report were issued @ submitted to Securities Commissions on 7
April 2216. The fallowing items of sub@quent events are unrelated to each other:
Y ~/
1. 8arge account receivable balance from one of CTB’s major customers, Chew
»Sdn. Bhd. was considered fully collectible as at 31 December 2015. However,
on 5 May 2016, you discovered that the customer was declared bankrupt on

AL
<
11 March 2016.
&
a7

2015. CTB had provided for the full amount of bk potential liability in relatiof
to the ilaim made by the other party. ' 0 §
) G
3. The&lditor has discovered an uninsured liwsuit against CTB on 15 March
2016 The lawsuit had originated in 12 No%r‘nber 2015. In the opinion of legal

c@\nsel there is a possibility of significar(&ss but the amount is unknown.

Y N
Ay ~/
4, &Dn 29 February 2016, CTB has acquired 40% equity interest in Haiza Sdn.

“Bhd. at a consideration of RM3 million, which has been paid on 2 April 20186,
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A
On 14 March 2016, CTB has won a court case that had originated in Aprilé?



CONFIDENTIZ%{..

Required: (_;O
In eahb of the situations {1) to (4) abovqi‘dentify from the following the Qﬁopriate
act@l‘..; (JO Y%'
ap No action required; oy Q)@
Xp Adjust the 31 December 2(@ financial statements; \‘/x'
Y%‘(c) Disclose the informatio@?ﬁ notes to the accounts in 31 December 2015
&% financial statements; @ '
\‘} {d) Request the clients t?'recall the 31 December 2015 financial statements for
revision.
_ A
Justify your answers. E)Q
(12 markKs)
20/mgrks]
A R
R &
O Q
G N
& w

Azuwin Apparel Sdn. Bhd. A medium sized dpmpany employs 50 factory workers for its
production degartment based in Shah Alar@dustrial Park. The company has the following
payroll proci)alres: A"

The factosy manager, En. Hidayat interviews applicants and on the basis of the interview
either h@s or rejects them. When applicant is hired, the payroll clerk prepares the
emploﬁ‘ent form and forwards it to|En. Hidayat. He approves the hourly rates of pay for the Y
new é\;ﬁployees on the form and returns the form to the payroll clerk as evidence that theOQ
applicants have been employed. The payroll clerk who is responsible for maintaining thsJ
employee records would then update the approve_d\ wage rale into the compute:f& d
employee database system. En. Hidayat verbally ad@es the payroll clerklof any subsq‘&%ent
amendments in the pay rate. 9] : Q)Q‘

A g <
In recording attend@fice, blank time cards are k&pt in a box near the factory entrance. At the
beginning of the fabnth, every production wgtfer is required to fake a blank time card and
fills in his/her n_aiﬁe. Each of them needs @use the punch card machine to record the time
hefshe repo r work and the time he/she leaves the factory. At the end of the month, the
worker woule’drop his/her time card in a box near the exit of the factory. The employees
have bee\r‘t}yadvised that their wages would not be processed if they fail to return the
completed time cards as required.
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On the first day of the following month, the completed time cards are taken from thi‘?)ox by
the payroll clerk. Based on particulars on the time cards, the payroll clerk prepar-{'ek‘a record
of the employees’ earnings and forwards it to@e accounts clerk for preparati@"of the pay
cheques. After the pay cheques have been {'&ed by accountant, Cik Hazwaqil}’the cheques
are handed over to En. Hidayat for disfifgution to each embloyee. Undistributed payroll

cheq

would be returned to the a@unts clerk-for safekeeping and the employee

concidned is required to collect it from accounts clerk.
e o &

<

e :
The account clerk updates the casl payment journal with the total amount of employee
e%anings less the amount of any undistributed pay cheques. The transactions in the bank

A

3

count are reconciled by the payroll clerk on a monthly basis and any discrepancy wouid b&J

Hyeferred to Cik Hazwani for advice. ' i’)
X\ , &
, N - \'y
Required: 9] &
C S
A Identify FIVE (5) weaknesses in internaLi?ntrol procedures relating to payroll\s"ystem '
of Azuwin Apparel Sdn. Bhd. {.{J
Y [
8 Q ‘ (5 marks)
S 3
B. State the possible implication for each of the weaknesses identified in (A).
& (5 marks)
(E_ .
C. Givg&ecommendations on how to improve internal control procedures for each of the

wegﬂnesses identified in (A).

(10 marks)
QO
)
R g
o &
Q X
) &
A,
T
S
hy
~J
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