
 
 

 
   

 
 

 

 



 
 

 
   

 

 
 

 

           
 

 

 

 



 
 

 
   

 

 
 

 

 

 

 

 

 

 

 

 



 
 

 
   

 

 

 

              
 

 

 

 

 



 
 

 
   

 

 

 
 

 



 
 

 
   

 

 
 

 

 

 

 

 

 

 

 

 

 



 
 

 
   

 

 

 

 
 
 
 

 

 

 

 



 
 

 
   

SUGGESTED SOLUTION (NOV 2015) 

 
QUESTION 1 

1.1 
A 1.6 C 

            
1.11  A 

1.2 
A 1.7 B 

            
1.12  A 

1.3 C 1.8 D 
            

1.13  A 

1.4 C 1.9 D 
            

1.14  B 

1.5 B 
              

1.10  C 
            

1.15    
 

QUESTION 2 

2.1 

Factor Internal audit External audit 

Organisational  Structure Internal audit can be an external 
contractor or an in-house function. 

External audit is an external 
contractor, never an employee of 

the company. 

Objectives Internal audit forms an opinion on 
the adequacy and effectiveness of 
systems of risk management and 

internal control, many of which fall 
outside many accounting system. 

External audit seeks to provide 
an opinion on whether the 

accounts/financial statements 
presents a true and fair view of 

the organisation 

Audit coverage Internal audit covers all the 
organisation’s operations. 

External audit works primarily 
with those financial systems that 

have a bearing on the final 
accounts. 

Methodology 
Risk-based audits – assurance and 

consulting services. 
Vouching and verification and 

some use of risk-based systems 
approach. 

Legislation 
Legally required in the public 
sector, encouraged in private 
sector. 

Legally required for all registered 
companies and the public sector 

(small companies may have 
exemptions). 

Certification Certified Internal Auditor (CIA) Chartered Accountant (CA) 



 
 

 
   

Audit timeframe Internal audit performs audits 
throughout the year. 

External audit tends to be a year-
end process, even though some 

testing may be carried out during 
the year. 

 

 

2.2  

 Vision & Instinct 
 Able to see big picture 

 Diligence and patience.  
 Decision making ability 

 
 Objectivity and confidence.  
 Good Communication Skills 

 Independence and sound judgement.  
 Global mindset 
 Persuasiveness 
 Integrity 

2.3 

a) Risk-Risk is the possibility of an event occurring that will have an impact on the achievement 
of objectives .It is measured in terms of likelihood of & impact. 

b) Control-Control is any action taken by management, the board and other parties to manage 
risk & increase the likelihood that established objective & goals will be achieved. 

c) Governance-It is the combination of process & structure implemented by the board to 
inform, direct, manage, & monitor the activities of the organization toward the achievement of 
its objectives. 

2.4     Roles of an internal Auditor 

  Assisting indirectly with the prevention of fraud and error by recommending and 
ensuring the proper function of controls. 

 Determining whether management policies are being complied with in all respects. 
  Determining whether all applicable statutory requirements are being complied 

with. 

 Communicating in an authoritative manner with management by means of 
reporting to improve and add value. 

 Determining whether procedures relating to reporting are being complied with. 
 Examining and evaluating the goals, policy, decisions, standards, procedures and 

controls of management.  
 Identifying and recommending areas of improvement or change. 



 
 

 
   

 
 
 
QUESTION 3 
 
3.1  advantages 

 This is an independent board-therefore organizational independence is 
achieved. 

 Enforces internal audit recommendation. 
 
 
        disadvantages 

 TIME FACTOR-lack quality time to support the internal audit activity on a day-to-
day basis as an independent reporting facility. Audit committees meet on average 
four times a year.  

 Their functions are parallel-The audit committee is apart from the main stream 
of business activities. As a result, the internal auditor does not always receive 
necessary information and directives which might enable him to function 
effectively.  

 
 
 
3.2 Dual reporting (standard 1110)-Reporting functionally to the board and                  
administratively to the CEO. 
 
 
 
 
 
3.3 

 Dual-reporting by chief audit executive, that is, functionally to the audit committee 
& administratively to the chief executive officer. 

 The chief audit executive should have ready access to the audit committee.  
 The chief audit executive should have direct and regular communication with the 

audit committee. 
 The chief audit executive should attend audit committee meetings.  
  The chief audit executive should regularly meet privately with the audit committee 

(without management's representatives in attendance).  
  The audit committee should approve the appointment or removal of the chief audit 

executive.  
 The audit committee should be advised by the chief audit executive concerning his 

or her relationship with the external auditors (and on how the internal and external 
audits.  

 
 
 
 
 
 



 
 

 
   

 
 
 
QUESTION 4 
 
4.1  
 

CONTROL ACTIVITY TYPE OF CONTROL AUDIT PROCEDURE 

1 Directive 
Inspect  leave forms to check for 
review & signatures of the line 
manager. 

2 Detective Re-perform bank reconciliations. 

3 Preventive 
Observe employees log onto 
their computers/Check for 

password on the computers. 

4 Directive Inquire of Management about 
the procedures. 

 
 
 
 
 
 
4.2 
 

 Physical evidence-It is obtained through the direct observation. It involves eye 
witnessing a process or procedure being done e.g inventory counts e.tc. 

 Oral evidence-obtained through oral communication e.g interviews, enquiries. 
 Documentary evidence- Refers to the one written or the one in electronic form. It 

can be internal(minutes) or external(bank statement, suppliers statement e.t.c). 
 Evidence generated by the internal auditor-In this the auditor do some 

calculations and analysis according to appropriate standards and principles. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 

 
   

 
 
 
QUESTION 5 
 

  Permissible/not 
permissible REF to IIA Code of Ethics Reasons 

5.1 Permissible Confidentiality There is a legal or professional 
obligation. 

5.2 Not permissible Competency Shall continually improve their 
proficiency and the effectiveness 

and quality of their services. 

5.3 Not permissible Objectivity 

Shall not participate in any 
activity or relationship that may 
impair or be presumed impair 

their unbiased assessment. 

5.4 Not permissible Integrity 
Shall observe the law and make 
disclosures expected by the law 

and the profession. 

5.5 Not permissible Competency 
Shall engage only in those 

services for which they have the 
necessary knowledge, skills, and 

experience. 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 

 
   

 
 
 

 
 

 

 

 



 
 

 
   

                
 

 
 
 

 

 

 

 



 
 

 
   

 

 
 



 
 

 
   

 

 



 
 

 
   

 

 



 
 

 
   

 

 



 
 

 
   

 



 
 

 
   

 

 



 
 

 
   

 

 

 



 
 

 
   

SUGGESTED SOLUTION/ MAY JUNE 2015 
 

QUESTION 1 

1.1 A 1.6 D 
            

1.11  A 

1.2 B 1.7 B 
            

1.12  A 

1.3 B 1.8 D 
            

1.13    

1.4 B 1.9 C 
            

1.14    

1.5 A 
              

1.10  C 
            

1.15    
 

QUESTION 2 

2.1 

2.1.1 Operations objectives 

2.1.2 Reporting objectives 

2.1.3 Strategic Objectives 

2.1.4 Compliance objectives 

 

2.2 

Factor Internal audit External audit 

Organisational 
structure Internal audit can be an external 

contractor or an in-house function. 

External audit is an external 
contractor, never an employee of 

the company. 

Audit coverage Internal audit covers all the 
organisation’s operations. 

External audit works primarily 
with those financial systems that 

have a bearing on the final 
accounts. 

Legislation 
Legally required in the public 
sector, encouraged in private 
sector. 

Legally required for all registered 
companies and the public sector 

(small companies may have 
exemptions). 

Certification Certified Internal Auditor (CIA) Chartered Accountant (CA) 



 
 

 
   

Audit timeframe Internal audit performs audits 
throughout the year. 

External audit tends to be a year-
end process, even though some 

testing may be carried out during 
the year. 

Membership 
affiliation Institute of Internal Auditors (IIA) South African Institute of 

Chartered Accountants (SAICA) 

 

2.3 

 A common audit methodology.  
 Joint training programmes.  
 Joint planning of audit work.  
 Direct assistance with each other’s projects.  
 Exchange of audit reports  
 Direct support in that working papers are at each other's disposal.  
 Periodic meetings  
 A professional attitude  
 The evaluation by internal and external auditors of the effectiveness of each 

other's work and reporting on this to management  
 
 
2.4 Standard 2110 ref 
 

 Promoting appropriate ethics and values within the organisation;  
  Ensuring effective organisational performance management and accountability;  
 Communicating risk and control information to appropriate areas of the 

organisation; and  
 Coordinating the activities of and communicating information among the board, 

external and internal auditors, and management.  
 

 
 
 
QUESTION 3 
 
3.1 
 
No. Column A-term Column B-defination 

3.1.1 Skimming g 
3.1.2 Asset misappropriation f 
3.2.3 corruption d 
3.2.4 Bribery b 
3.2.5 Diversion c 
3.2.6 Expense reimbursement h 
3.2.7 information mispresentation a 

 



 
 

 
   

 
 
3.2  

 Consider fraud risks in the assessment of internal control design and 
determination of audit steps to perform.  

 Document fraud risk in the working papers, as well as linkage of fraud risks to 
specific audit work.  

 Have sufficient knowledge of fraud to identify red flags indicating fraud may have 
been committed. 

 Be alert to opportunities that could allow fraud, such as control deficiencies.  
 Evaluate whether management is actively retaining responsibility for oversight of 

the fraud risk management program, that timely and sufficient corrective measures 
have been taken with respect to any noted control deficiencies or weaknesses, 
and that the plan for monitoring the program continues to be adequate for the 
program’s ongoing success. 

  Evaluate the indicators of fraud and decide whether any further action is 
necessary or whether an investigation should be recommended. 

  Recommend investigation when appropriate.  
 
 
 
 
 
QUESTION 4 
 
4.1  
 
The internal audit charter is a formal document that defines the internal audit activity’s 
purpose, authority, and responsibility. 
 
Elements 

 The purpose of the Internal Audit Activity 
 The scope of the Internal Audit activities 
 The responsibilities of the Internal Audit Activity 
 The relationship and coordination with the External Auditor 
 The Audit Plan 
 The reporting 
 The Internal Audit Activity authority and its position within the Company to ensure 

its independence. 
 The standards of audit practice. 

 
 
 
 
 
 
 
 
 
 



 
 

 
   

4.2 
 

  
Permissible/not 

permissible REF to IIA Code of Ethics Reasons 

4.2.1 Not Permissible objectivity 

Shall disclose all material facts 
known to them that, if not 
disclosed, may distort the 

reporting of activities under 
review. 

4.2.2 Not permissible Integrity Shall respect and contribute to 
the legitimate and ethical 

objectives of the organization. 

4.2.3 Not permissible Confidentiality 

Shall be prudent in the use and 
protection of information 

acquired in the course of their 
duties. 

4.2.4 Not permissible Objectivity 

Shall not participate in any 
activity or relationship that may 
impair or be presumed impair 

their unbiased assessment. 

4.2.5 Permissible Competency Shall continually improve their 
proficiency and the effectiveness 

and quality of their services. 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 

 
   

QUESTION 5 
 
5.1 
 
5.1.1 Inspection-examinations of records or documents, whether internal  or 
external in paper form, electronic form or in the form of other media, or a physical 
examination of an asset. 
 
5.1.2 External Confirmation-Obtaining external confirmation entails receiving a 
direct written response from a third party to a request from the auditor to that third 
party. 
 
5.1.3 Reperformance-The auditor independently execution of  procedures (e.g 
bank reconciliation). 
 
5.1.4 Analytical procedures-Analytic procedures consist of evaluating financial 
information through analysis of plausible relationships among financial and non-
financial information. 
 
5.1.5 Inquiry-Inquiry entails seeking information, both financial and non-financial 
from knowledgeable persons within or outside the entity. 
 
5.1.6 Tracing-This involves the selection of documents for tracing to the relevant 
entries recorded in the accounting records. It test for completeness. 
 
5.2 
 

i. Preventive 
ii. Detective 
iii. Detective 
iv. Preventive 
v. Preventive 
vi. Preventive 

 
 

 

 

 

 

 

 

 

 

 

 

 

 



 
 

 
   

 

 
 

 



 
 

 
   

 



 
 

 
   

 

 



 
 

 
   

 

 



 
 

 
   

 

 

 
 



 
 

 
   

 



 
 

 
   

 

  
 



 
 

 
   

 

 



 
 

 
   

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 
 

 
   

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 
 

 
   

SUGGESTED SOLUTIONS OCT NOV 2014 
 
 

QUESTION 1 

 

1.1 B 1.6 C 
1.2 B 1.7 C 
1.3 B 1.8 D 
1.4 C 1.9 C 

1.5 A 
              

1.10  A 
 

QUESTION 2 

2.1 

  Performed/not performed Reason 
i Not performed Management's responsibility 

ii 
Performed/not performed Evaluation/independent factor/Control 

measure 

iii Not performed Management's responsibility 

iv Not performed management organising 

v performance Assurance services 

vi Performed Consulting service 
 

 

2.2 

2.2.1 Quality audit 

2.2.2 Financial Audit 

2.2.3 Performance Audit 

2.2.4 Compliance Audit 

 

 

 



 
 

 
   

 

 

3.1   

 They provide an audit manager with a basis for reviewing the fieldwork of junior 
members of staff. 

 Audit working papers also serve as a guide in the performance of follow-up or 
subsequent internal audits. 

 

3.2.1 Clear- communications are easily understood and logical, avoiding unnecessary technical 

language and providing all significant and relevant information 

3.2.2 Accurate- communications are free from errors and distortions and are faithful to the 

underlying facts. 

 3.2.3 Concise- communications are to the point and avoid unnecessary elaboration, superfluous 

detail, redundancy, and wordiness 

3.2.4 Constructive- communications are helpful to the engagement client and the organisation and 

lead to improvements where needed. 

 

3.3 

No. Column A-term Column B-Defination 
3.3.1 Risk g 
3.3.2 CAE d 
3.3.3 Consulting Services e 
3.3.4 Control a 
3.3.5 Objectivity f 
3.3.6 Independence I 
3.3.7 Control processes h 

 

 

 

 

 



 
 

 
   

 

QUESTION 4 

 

4.1 

4.1.1 Attribute 

4.1.2 Performance 

4.1.3 Performance 

4.1.4 Implementation 

4.1.5 Attribute 

 

 

4.2 

  
Permissable/Not 

permissible 
REF to IPPF REASONS 

4.2.1 

Not Permissible Objective 
Familiarity 

interest/Relationship 
impairs the auditors 

assessments 

4.2.2 

Not Permissible Confidentiality 
Shall not disclose any 

information contrary to 
the law or profession 

4.2.3 

Permissible Competency 
Shall consult expert in 
the industry to assist 

them 

4.2.4 

Not Permissible Intergrity 
Shall observe the law and 

make disclosures 
expected by the law and 

the profession 

4.2.5 

Not Permissible Competency Shall continually improve 
their proficiency and the 
effectiveness and quality 

of their services. 
 



 
 

 
   

 

QUESTION 5 

 

5.1  

 Access to the books, records, vouchers and accounts 
 Obtaining information and explanations  
 Attending meetings  
 Believing trusted officials  
 Independence of the internal auditor  

 
5.2 
 
    advantages 

 
 This is an independent board-therefore organizational independence is 

achieved. 
 Enforces internal audit recommendation. 

 
      disadvantages 

 
 Time factor-lack quality time to support the internal audit activity on a day-to-day 

basis as an independent reporting facility. Audit committees meet on average four 
times a year.  

 Their functions are parallel-The audit committee is apart from the main stream 
of business activities. As a result, the internal auditor does not always receive 
necessary information and directives which might enable him to function 
effectively.  

 
 
 
5.3  
 
Dual reporting (standard 1110)-Reporting functionally to the board and                  
administratively to the CEO. 
 
 
5.4 
 

 Dual-reporting by chief audit executive, that is, functionally to the audit committee 
& administratively to the chief executive officer. 

 The chief audit executive should have ready access to the audit committee.  
 The chief audit executive should have direct and regular communication with the 

audit committee. 
 The chief audit executive should attend audit committee meetings.  
  The chief audit executive should regularly meet privately with the audit committee 

(without management's representatives in attendance).  



 
 

 
   

  The audit committee should approve the appointment or removal of the chief audit 
executive.  

 The audit committee should be advised by the chief audit executive concerning his 
or her relationship with the external auditors (and on how the internal and external  
audits.) 

 
5.4 
 
Internal auditors can assist in deterring fraud by examining and evaluating the adequacy 
and effectiveness of internal controls. 
 

 Monitoring the investigation process to help the organisation follow relevant 
policies, procedures, and applicable laws and statutes (where internal auditing 
was not responsible for conducting the investigation). 

 Locating and/or securing the misappropriated or related assets. 
  Supporting the organisation’s legal proceedings, insurance claims, or other 

recovery actions. 
 Evaluating and monitoring the organisation’s internal and external post-

investigation reporting and communication plans and practices. 
  Monitoring the implementation of recommended control enhancement. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 

 
   

 

 
 

 

        
 



 
 

 
   

 



 
 

 
   

 

 

      
 
 

 



 
 

 
   

 

  

 
 

 



 
 

 
   

 

               
 



 
 

 
   

 
 



 
 

 
   

 



 
 

 
   

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 
 

 
   

SUGGESTED SOLUTIONS MAY JUNE 2014 
 

QUESTION 1 

 

1.1 B 1.6 D 
1.2 B 1.7 C 
1.3 C 1.8 A 
1.4 B 1.9 C 

1.5 A 
              

1.10  A 
 

 

QUESTION  2 

 

2.1 

2.1.1  Assurance 

2.1.2  Consulting 

2.1.3 Consulting 

2.1.4 Assurance 

2.1.5 Consulting 

 

2.2 

 Vision & Instict 
 Able to see big picture 
 Diligence and patience.  
 Decision making ability 
 Objectivity and confidence.  
 Good Communication Skills 
 Independence and sound judgement.  
 Global mindset 
 Persuasiveness 
 Intergrity 

 



 
 

 
   

 

 

2.3 

 

 Approving the internal audit charter; 
  Approving the risk based internal audit plan; 
  Receiving communications from the chief audit executive on the internal audit 

activity's performance relative to its plan and other matters;
   Approving decisions regarding the appointment and removal of the chief audit 

executive; and
  Making appropriate inquiries of management and the chief audit executive to 

determine whether there are inappropriate scope or resource limitations. 
 
 
 
 
 
2.4   

 

Management is accountable to the board for designing, implementing and monitoring the 

process of risk management, and for integrating it into the day-to-day activities of the 

company.  

 

The internal audit activity should assist the board, directors and management through 

consultation and facilitation in identifying, evaluating and assessing significant risks and 

 

 By providing independent assurance as to the adequacy and effectiveness of related 

internal controls and the risk management process as indicated by the applicable 

Standards. 
 
 
 
2.5 
 

  Internal auditors evaluate risks faced by their organisations based on audit plans 
with appropriate testing.  

 Internal auditors need to be alert to the signs and possibilities of fraud within an 
organisation. 

  Specifically, internal auditors can assist in deterring fraud by examining and 
evaluating the adequacy and effectiveness of internal controls. 



 
 

 
   

 In addition, they may assist management in establishing effective fraud prevention 
measures by knowing the organisation’s strengths and weaknesses and providing 
consulting expertise. 

 
 
 
 
 
 
QUESTION 3 
 
 
3.1 
 

 
1. Obtain background information of the audit area. (preliminary survey).  

2.  Identify the engagement objective(s) to be achieved. 
3.  Consider the audit risk.  

4.  Determine the allocation of engagement resources.  

5.  Compile the detailed engagement (audit) programme. 
 
 
3.2 

  
a –Evidence generated by the auditor 
b-  Physical evidence 
c- Oral evidence 
d- Documentary 
e- Evidence generated by the auditor 
 

 
3.3 
 
 
           

  Classification Reason 

a Cause This caused the 
differences/Risk 

 b Condition Evidence the 
auditor found 



 
 

 
   

c Effect Risk/Exposure 

d Criteria Measurement for 
evaluation 

 
 
 

 
3.4 
 

 
 Duty not perform acts of dishonesty (fraud, theft) against their employer.  
 Duty not to use confidential information obtained in the performance of their duties  

for their own gain, or impart such knowledge to third parties.  
 Duty to further the interests of their employer's business undertaking.  

 Duty not to perform acts which are in competition with their employer.  

 Duty not to perform acts of misconduct while performing their duties.  
 
 
3.5 
 
The internal audit charter is a formal document that defines the internal audit activity’s 
purpose, authority, and responsibility. 
 
 
Elements 

 The purpose of the Internal Audit Activity 
 The scope of the Internal Audit activities 
 The responsibilities of the Internal Audit Activity 
 The relationship and coordination with the External Auditor 
 The Audit Plan 
 The reporting 
 The Internal Audit Activity authority and its position within the Company to ensure 

its independence. 
 The standards of audit practice. 

 
 
3.6 
 
 A common audit methodology.  
 Joint training programmes.  
 Joint planning of audit work.  
 Direct assistance with each other’s projects.  



 
 

 
   

 Exchange of audit reports  
 Direct support in that working papers are at each other's disposal.  
 Periodic meetings  
 A professional attitude  
 The evaluation by internal and external auditors of the effectiveness of each 

other's work and reporting on this to management  
 
 
 
QUESTION 4 
 
4.1 
 
4.1.1Strongly recommended guidance 
4.1.2 International standards 
4.1.3 Defination 
4.1.4 Practice advisories 
4.1.5 Position papers 
 
4.2 
 

  
Permissible/not 

permissible REF to IIA Code of Ethics Reasons 

4.2.1 Not Permissible objectivity 

Shall disclose all material facts 
known to them that, if not 
disclosed, may distort the 

reporting of activities under 
review. 

4.2.2 Not permissible Competency 
Shall engage only in those 

services for which they have the 
necessary knowledge, skills, and 

experience 

4.2.3 Not permissible objectivity 

Shall not accept anything that 
may impair or be presumed to 

impair their professional 
judgment. 

4.2.4 Not permissible Objectivity 

Shall not participate in any 
activity or relationship that may 
impair or be presumed impair 

their unbiased assessment. 

4.2.5 Permissible Confidentiality Disclose since this is required by 
law/court 

 
 
 

 




