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SECTION A: (THIS SECTION IS COMPLUSORY)
Question One
Provide short answers for the following;
a) Differentiate between internal audit and external audit.  		                            	(04 Marks)
b) Explain the meaning of compliance audit and give two examples.                                    		(04 Marks)
c) State two advantages and two disadvantages of conducting a continuous audit.                		(04 Marks)
d) You have been appointed as an external auditor for Nemaska Traders Ltd, a newly established company. Draft an audit programme for the audit of the cash and bank balances.     			(04 Marks)
e) List Four unethical practices in auditing.                                                                    		(04 Marks)                                         
f) During the audit of Zombo Hardware Ltd, the auditor is denied access to certain accounting records by the finance manager.
i) Identify four of the auditor’s rights in this situation.                     		(04Marks)
ii) State any four actions the auditor should take.                               		(04 Marks)
g) The Auditor General’s 2021/2022 report revealed that several districts in Uganda had “ghost workers” on their payrolls. Billions of shillings were being paid to non-existent staff, leading to wastage of taxpayers’ money.
  Required:
i. Who are the stewards of public funds in this case?  			           		(02 Marks)
ii. How did accountability fail, and what controls could have prevented ghost workers? 	(04 Marks)
iii. State Four roles of the Auditor General in safeguarding public resources?    		(04 Marks)
iv. As a citizen, how does access to the Auditor General’s report help you hold leaders accountable?								       					(02 Marks)

SECTION B: (ATTEMPT ANY THREE (3) QUESTIONS FROM THIS SECTION)

Question Two
Global Dynamics Ltd., a large, privately held manufacturing company, is facing several procedural issues regarding the appointment of its auditors in early 2026. The company’s legal department has sought clarification on the correct steps required by company law.
Required:
Based on standard company auditing regulations, outline the correct procedural steps, including who is responsible for the appointment and the timeline (if applicable), in each of the following distinct situations:
i. Failure to Appoint First Auditors: Global Dynamics was incorporated exactly five months ago. The Board of Directors initially neglected to appoint the first set of auditors, and no action has been taken by the company to date.
ii. Unfilled AGM Vacancy: The firm's long-term auditors, Integrity Audits PLC, retired at the last Annual General Meeting (AGM) held in September 2025, but due to administrative oversight, no resolution was passed to re-appoint them or appoint a replacement. Integrity Audits PLC did not give notice of unwillingness to be re-appointed.
iii. Resignation Mid-Term: The auditors currently appointed, Trusted Accounts LLP, have just submitted their formal resignation letter, citing a conflict of interest, with nine months remaining on their current term.						` 						(20 Marks)





Question Three
You are the internal auditor of Hope Microfinance Ltd. During your review of operations, you observed the following:
i. Some sales were made without authorization.
ii. There were missing invoices and unrecorded cash sales.
iii. The storekeeper maintains both the stock records and issues goods.
iv. Bank reconciliations are rarely performed.
Required:
a) Explain four weaknesses in the internal control system.    					(08 marks)
b) Suggest four recommendations to improve controls in the organization. 				(04 marks)
c) Explain the importance of periodic internal audits in such an organization.                          	(03 marks)

Question Four
a) You are a newly appointed audit manager at XYZ Accounting Firm, and now a client who is considering whether to implement a formal audit programme for their internal auditing process has come to your firm for advice. As a professional Auditor, what will you tell him as the advantages and disadvantages of an audit programme so that a client can make right decision? 						(10 Marks)
b) As part of your role as an audit manager, you are required to prepare an engagement letter for a new client but unfortunately the client doesn’t understand what is an engagement letter. From this, clearly explain to the client what an engagement letter is and the specific contents that should be included in the letter. (10 marks)

Question Five
A newly qualified auditor is reviewing the distinct categories and purposes of audit engagements. Write concise notes that describe and differentiate the following eight types of audits, classifying them by their purpose, timing, or subject matter:
i) Statutory Audit										(04 Marks)
ii) Continuous Audit										(04Marks)
iii) Interim Audit										(04 Marks)
iv) Management Audit									(04 Marks)
v) Complete Audit										(04 Marks)

Question Six 
You are the lead external auditor for Horizon Corp., which faces two critical control problems: inventory mismanagement (leading to inaccurate financial reporting) in the retail division, and unauthorized purchases/delayed payments in the manufacturing division.

Required:
Explain the internal control framework to management by addressing both parts below:
Part A: Objectives of Internal Control:  Explain five key objectives of an internal control system, focusing specifically on how these objectives will help prevent inventory mismanagement and inaccurate financial reporting at the retail division. 					   				(10 Marks)
Part B: Elements of Internal Control; List the five main components (elements) of the internal control system (COSO framework) that can directly address the manufacturing division's concerns regarding unauthorized purchases and delayed payments. 				  					(10 Marks)




Question Seven
The audit firm, Auditor's Assurance LLP, is conducting the 2024 annual audit of their long-standing client, TechGrow Solutions Inc., a company that designs and sells custom software.The audit senior, Jane, is preparing the audit file and needs to properly classify and document the evidence.
Required:
Identify which type of audit file (Permanent File or Current File) each of the following working papers should be placed in, and briefly explain why the classification is appropriate:
1. A copy of the client's Articles of Incorporation (documenting the company's legal existence).
2. The Bank Confirmation received from TechGrow's primary bank as of the year-end date, confirming the balances.
3. The Audit Program detailing the specific tests for the revenue cycle for the 2024 financial year.
4. A Narrative Description of TechGrow's IT General Controls over user access and program changes. 							                            						(20 Marks)
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