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Please note/important notes: 

 
This tutorial letter contains additional questions on all topics of the study guide. 

 
 

1 INTRODUCTION 
 

This tutorial letter contains questions on the topics of the study guide. 
 

The questions in this tutorial letter are, among others, from one of your prescribed text books, 
“Graded questions on Auditing 2018” by Gowar and Jackson. Please do not contact me with a 
request for copies of these questions as it is illegal in terms of the Copyright Act and as 
such it would be unethical for me to distribute it.  
 

Please note that these questions only cover certain aspects of the study material in the 
study guide and prescribed text books. This does not mean that the areas that are not 
covered are less important. All the study material in the various topics is of equal 
importance. 
 

You will notice in Graded Questions on Auditing that you are awarded 1 mark for a valid 
statement or procedure. Remember, in the examinations you will be awarded 1½ marks (unless 
otherwise indicated in a question), implying more time to attempt the question. For the learning 
purpose intended with this tutorial letter, let’s stick to the 1 mark and mark yourself accordingly. 
 

2 IMPORTANT PRINCIPLES TO REMEMBER WHEN ANSWERING A QUESTION 
 

The following table contains important principles to remember when answering a question: 

Principles of importance when 

answering a question 
Detail guidelines 

Question 

 

 Read the “required” section thoroughly. 

 Make sure that you understand what is required from you. 

 Identify the theory applicable to the question. 

 Read the text-section (case study/scenario) of the question 
carefully. 

 Make notes, write down thoughts and underline important 
words, keeping the theory in mind. 

 Understand the given situation in the question. 

 Search for relevant information/answers in the question, in 
other words, don’t do a “memory dump”. Apply your 
knowledge and theoretical principles to the information 
provided in the question. 

 Use the mark allocation as a guideline to determine how 
many points should be written down. 

 If asked to “describe”, 1½ marks will be allocated for each 
valid answer; list will earn 1 mark per valid answer. 

 

Layout 
 

 

 Make sure that you answer a question in the requested 
format, for example a letter, memorandum, table, etc. Marks 
will be allocated for using the required format. 

 If no specific layout of the question is prescribed, your answer 
should be presented as follows: use 

- bullets; or 
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Principles of importance when 

answering a question 
Detail guidelines 

 

- numbers; or 
- appropriate headings/sections. 

 If possible, leave lines open between the different headings 
and sentences. 

 

Language 
 

ABCD 

 

 A high standard of language usage should be maintained, for 
example, instead of “look” use “inspect” or instead of “hear”, 
use “enquire”. 

 Do not use “sms” language. 

 Do not use abbreviations that are not generally accepted. 

 

Handwriting 

 

 

 Take note that your handwriting should be neat and clear. 
 
 
 
 
 
 
 

 

Time 

 

 

 Answer all the questions. 

 In order to apply time management you should keep in mind 
that the available time in the examination is limited to three 
hours for 100 marks.  Therefore, 1.8 minutes are available to 
earn 1 mark, for example a question of 20 marks should be 
answered in a maximum of 36 minutes. Thus, it is easy to 
calculate how much time you should spend on each question. 

 With reference to the question section above and the answer 
section below it means that you will have to write down 14 
valid points in 36 minutes to earn the 20 marks (this time-
allocation only applies to “describe” questions). 

 Keep to the time calculated for each question. 
 

Answer 

 

 Answer only what is required. 

 Use and make the information provided in the question 
applicable to the answer. 

 Provide clear and specific answers based on the given facts 
and requirements of the question. 

 Remember that marks will be allocated for logical arguments, 
proper presentation of the facts, good auditing language and 
clear facts. 

 The number of points required per answer is indicated by the 
marks allocated to the question. You will earn 1½ mark for 
each valid point which is properly described. For each valid 
point listed, 1 mark will be allocated, unless otherwise 
indicated in the question.  
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3 QUESTIONS TO BE ATTEMPTED AS PART OF YOUR PREPARATION FOR THE 

EXAMINATION 
 
TOPIC 1 - AUDIT EVIDENCE 

 
QUESTION 1  22 marks 

 
Do question 7.8 in Graded Questions on Auditing 2018 by Gowar and Jackson. 
 
QUESTION 2  22 marks 

 
Do question 7.10 in Graded Questions on Auditing 2018 by Gowar and Jackson. 
 
QUESTION 3  30 marks 
 
Your firm has been newly appointed as the auditors of Chemico Ltd, a wholesaler of medically 
used chemicals. The period under review, for which you are responsible as senior trainee on 
the audit, covers the year ended 31 August 2018.  The company has one central warehouse 
and sells its products to distributors and large pharmaceutical companies throughout the 
country.  Inventory is a material figure on the trial balance. 
 
Opening balances 
 
Since this is the first time that your firm is performing the audit, permission was obtained from 
the client to contact the previous auditors to obtain more information regarding the opening 
balances.  The previously appointed auditor simply informed you that he was pressed for time 
and had to rush the 2017 audit.  He is therefore reluctant to allow you to review the 2017 audit 
working papers.  This has immediately made you wonder how reliable the opening balances are 
and why the auditor has issued an unmodified audit report.  
 
Inventory 
 
While visiting the central warehouse of Chemico Ltd you established that perpetual inventory 
records are maintained.  Goods received notes and invoices are used to capture inventory 
movements.  While discussing the date and time to perform the physical annual inventory count, 
the store manager informed you that the previous auditor has never attended the inventory 
count. 
 
REQUIRED Marks 
 
3.1 Discuss your concerns associated with the work performed by the 

predecessor auditor on the current audit. You are also required to discuss 
the potential effects on the current audit. 

 
 

15 
 

3.2 Formulate the substantive procedures to audit the opening balances for 
inventory.  
 

 
15 
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QUESTION 4  18 marks 
 
You are the newly appointed audit senior of Ice Is Nice Ltd (IIN), an existing audit client of ABC 
Auditors. The financial year under review ended on 30 April 2018. IIN is a large ice cream 
manufacturer and sells ice cream to 70 grocery stores throughout South Africa. IIN operates 
from one central factory and warehouse situated in Johannesburg.  
 
RELYING ON INFORMATION PRODUCED BY A MANAGEMENT’S EXPERT  
 

IIN manufactures various flavours of ice cream whereby raw materials are converted into a 
finished product with fixed and variable overheads. It is not a complex process to manufacture 
ice cream; and the process can be easily understood by observing the production process. IIN 
employs a registered production engineer, Mr Mechanic, on a contractual basis. Mr Mechanic 
has been a contract worker for five years and is responsible for certifying and calculating cost 
pricing of the work in progress. The auditors have set the risk of material misstatement of 
inventory at an acceptable level.  
 
USING THE WORK OF INTERNAL AUDITORS  
 

IIN has an internal audit department. In an attempt to keep the audit fee for upcoming audits at 
an acceptable level, the partner who is responsible for the audit of IIN and the audit committee 
of IIN has suggested that the auditors place more reliance on the internal auditors.  
 
REQUIRED Marks 
 
4.1 With reference to the information included under the heading RELYING ON 

INFORMATION PRODUCED BY A MANAGEMENT’S EXPERT: 
 

Describe the aspects you will consider in determining the nature, timing 
and extent of the audit procedures when relying on the work of the 
engineer, Mr Mechanic. 
 

 
 
 
 
 

9 
 

4.2 With reference to the information included under the heading USING THE 
WORK OF INTERNAL AUDITORS: 
 
Describe six aspects you need to consider when determining the nature 
and extent of work of the internal auditors that can be used. 
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TOPIC 2 – SUBSTANTIVE PROCEDURES: THE CONCEPTS 
 
QUESTION 5  10 marks 
 
Do question 4.12 in Graded Questions on Auditing 2018 by Gowar and Jackson. 
 
QUESTION 6  8 marks 
 
Librarians Ltd’s (Librarians) main business involves the sale of books to various book stores 
all over South Africa. You are the audit senior in charge of the audit of Librarians for  the 
year ended 31 December 2017. 
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Sales 
 
Librarians use an automated sales system. Based on your identification and assessment of 
risk in the planning stage of the audit of Librarians, you decided to use a combination of 
tests of details and substantive analytical procedures to obtain audit evidence of Librarians’ 
sales total during the current financial year. 
 
The financial manager of Librarians, Mr Jenkins, provided you with the following information: 

 Librarians’ financial statements and trial balance for the current and prior financial year-
end; 

 Librarians’ budget for the current financial year-end; and 

 Financial statements of other enterprises in the same operating sector with a similar 
clientele. 

 
REQUIRED 
 
Refer to the information under the heading “Sales” and describe the analytical procedures 
that you will perform during the audit of the sales of Librarians Ltd. 
 
(Source:  Unisa exam 2016) 
 
QUESTION 7  14 marks 

 
You have been assigned to the audit of salaries on the audit of Libvest Ltd, a large listed 
investment company.  The company has approximately 15 000 employees, located in 78 offices 
around the country.  As a result of information gathered when conducting “identifying and 
assessing the risk of material misstatement” procedures, it has been decided that a physical 
verification of employees country wide, should take place.  You have been requested to select a 
sample of employees for verification.  All salaried employees are listed in the salaried 
employees database.  The masterfile contains the following fields: 
 
1. Surname and initials 
2. Bank account number (salaries are paid by EFT) 
3. Taxation Reference number 
4. Identity number 
5. Grade, e.g. grade 1 – company director, grade 12 – junior clerk 
6. Permanent or temporary 
7. Date of employment 
8. Date of Resignation, Dismissal, Retirement 
9. Home address 
10. Work location – e.g. Cape Town office 
11. Gross Remuneration 
12. UIF 
 
Your senior has instructed you not to simply extract a single statistically based sample from the 
total population on the database.  He requires that you use your audit software to: 
 
i) extract lists of employees (if any) whose records on the masterfile reveal information which 

may raise uncertainty about their existence and 
ii) to extract any other samples you might consider necessary to carry out a successful 

physical verification. 
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REQUIRED 
 
Identify the lists of employees and samples which you would extract to comply with the 
instructions from your senior.  Explain briefly why each list or sample would be selected. 
 
(Source: Graded Questions on Auditing 2013) 
 
QUESTION 8  25 marks 
 
You are the senior in charge of the audit of BBike (Pty) Ltd, a wholesaler of bicycles and related 
products, e.g. cycling accessories.  The company has a turnover of approx R120 million per 
annum and the value of inventory on hand at 31 March 2018 was R30 836 000.  In terms of the 
company’s Memorandum of Incorporation, the company must be audited annually. 
 
The current year-end audit work papers revealed the following: 
 

1. The company sells both cheap (“low-end”) and expensive (“high-end”) bicycles.  Low-
end bicycles are sold to chain stores around the country, whilst high-end bicycles are 
sold only to specialist bicycle retailers.  In terms of quantity, many more low-end 
bicycles than high-end bicycles are sold. 
 

2. Within each category of bicycle there are numerous makes and models with differing 
costs and selling prices. 
 

3. Every high-end bicycle has a manufacturer’s serial number stamped on its frame for 
identification purposes.  These bicycles can cost BBike (Pty) Ltd anything between 
R15 000 and R40 000 landed cost (in their warehouse). 
 

4. All bicycles are imported; low-end bicycles from Taiwan/China and high-end bicycles 
from France, USA or Italy. 
 

5. The inventory masterfile contains the following fields: 
 
Item code       see note 1 below 
Model/Description note 2 
Category note 3 
Frame number note 4 
Name of supplier 
Quantity on hand 
Unit cost note 5 
Date of last receipt and GRN 
Date of last sale and invoice number 
Selling price 
Discontinued item note 6 
 

Note 1: the item code is assigned by BBike (Pty) Ltd. 
Note 2: describes the bicycle, part or accessory. 
Note 3: there are four options only, high-end (H) low-end (L) parts (P) and accessories (A). 
Note 4: used only for high-end bicycles (every high-end bicycle is treated as a unique 

inventory item). 
Note 5: for high-end bicycles the cost of the specific bicycle is used; for all other inventory 

items, weighted average is used. 
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Note 6: several times a year BBike (Pty) Ltd is sent written notification from its various 
suppliers, listing inventory items which have been discontinued.  On receipt of this 
notification, the date of notification is entered into the “discontinued item field”.  
Once an inventory item has a date in this field, the BBike (Pty) Ltd sales staff (who 
have read access to the inventory masterfile) are encouraged to make deals with 
their customers to move these items.  If necessary they can make the sale at a 
price of up to 20% below the cost reflected in the masterfile.  Although new 
models of high-end bicycles are introduced annually, BBike (Pty) Ltd never treats 
high-end bicycles as discontinued items. 

 
6. Each bicycle is delivered by the suppliers to BBike (Pty) Ltd in a cardboard container.  

The description of the bicycle e.g. model, make, serial number (where applicable) is 
printed on the box.  Before any goods are taken into the warehouse, the item code is 
written onto the container/box in which the goods were delivered. 
 

7. Your audit team attended the annual inventory count held on 31 March 2018.  The 
only query which arose from the inventory count was that the audit team, on opening 
one of the high-end bicycle containers, discovered that expensive parts had been 
stolen off the bicycle and the container resealed.  On investigation, the warehouse 
manager established that all the expensive parts had been stolen off thirty three high-
end bicycles stored in an isolated section of the warehouse.  He prepared a schedule 
which identified each bicycle which had been affected, as well as the description and 
cost of the parts which had been stolen and would have to be replaced before the 
bicycles could be sold.  Fortunately in removing the parts from the bicycles, the 
perpetrators had not damaged the bicycles.  Your audit team was satisfied that all 
bicycles affected and all parts stolen, had been included on the schedule. 
 
Your audit team makes use of audit software wherever possible.  Your hardware and 
software is compatible with BBike (Pty) Ltd’s system. 
 

REQUIRED 

Describe the audit procedures your audit team would conduct in relation to the accuracy and 

valuation assertion relating to BBike (Pty) Ltd’s inventory at 31 March 2018.  You may assume 

that all quantities in the inventory masterfile have been correctly adjusted to account for 

discrepancies identified at the inventory count. Do not include audit procedures regarding the 

related disclosures. 

(Source: Graded Questions on Auditing 2013) 

 
TOPIC 3 – FORMULATING THE SUBSTANTIVE PROCEDURES FOR THE CYCLES 
 
QUESTION 9  18 marks 
 
Do question 8.8, Part B in Graded Questions on Auditing 2018 by Gowar and Jackson. 
 
QUESTION 10  20 marks 
 
Do question 8.24, Part C in Graded Questions on Auditing 2018 by Gowar and Jackson. Do not 
include audit procedures regarding the related disclosures. 
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QUESTION 11  15 marks 
 
Do question 10.15, Part B in Graded Questions on Auditing 2018 by Gowar and Jackson. 
 
QUESTION 12 25 marks 
 
Do question 10.17, Part C in Graded Questions on Auditing 2018 by Gowar and Jackson. Do 
not include audit procedures regarding the related disclosures, classification and presentation. 
 
QUESTION 13  30 marks 
 
Do question 11.15 in Graded Questions on Auditing 2018 by Gowar and Jackson.  
 
QUESTION 14  40 marks 
 
Do question 11.17 in Graded Questions on Auditing 2018 by Gowar and Jackson. For questions 
11.17 (a) & (b) do not include audit procedures regarding the related disclosures. 
 
QUESTION 15  10 marks 
 
Do question 9.10, Part B in Graded Questions on Auditing 2018 by Gowar and Jackson. 
 
QUESTION 16  48 marks 
 
Do question 12.13, Parts B, C and D in Graded Questions on Auditing 2018 by Gowar and 
Jackson. For Parts C and D, do not include audit procedures regarding the related disclosures 
and presentation. 
 
QUESTION 17  24 marks 
 
Do question 12.18, Parts B and C in Graded Questions on Auditing 2018 by Gowar and 
Jackson. For Part B, do not include audit procedures regarding the related disclosures and 
presentation. 
 
TOPIC 4 – EVALUATING, CONCLUDING AND REPORTING 
 
QUESTION 18  4 marks 
 
Do question 12.14, Parts B and C in Graded Questions on Auditing 2018 by Gowar and 
Jackson. 
 
QUESTION 19  32 marks 
 
Do question 12.15 in Graded Questions on Auditing 2018 by Gowar and Jackson. 
 
QUESTION 20  25 marks 
 
Do question 14.7 in Graded Questions on Auditing 2018 by Gowar and Jackson. 
 
QUESTION 21  15 marks 
 
Do question 14.11 in Graded Questions on Auditing 2018 by Gowar and Jackson. 
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QUESTION 22  10 marks 
 
Do question 15.1 in Graded Questions on Auditing 2018 by Gowar and Jackson. 
 
QUESTION 23  12 marks 
 
Do question 15.4 in Graded Questions on Auditing 2018 by Gowar and Jackson. 
 
QUESTION 24  18 marks 
 
Do question 15.5 in Graded Questions on Auditing 2018 by Gowar and Jackson. 
 
QUESTION 25  30 marks 
 
Do question 15.9 in Graded Questions on Auditing 2018 by Gowar and Jackson. 
 
QUESTION 26  8 marks 
 
Do question 14.10, Parts B, C and E in Graded Questions on Auditing 2018 by Gowar and 
Jackson. 
 
QUESTION 27  27 marks 
 
Do question 14.12 in Graded Questions on Auditing 2018 by Gowar and Jackson. 
 
QUESTION 28  35 marks 
 
Do question 6.16 in Graded Questions on Auditing 2018 by Gowar and Jackson. 
 
4 CONCLUDING REMARKS 
 
At this stage, you have worked through your study guide, completed Assignments 01 and 02 

and attempted the questions in this tutorial letter under exam conditions as part of your 

formative assessment. You are now ready to pass the examination because you have worked 

hard and mastered the content – you should therefore have confidence in your abilities. 


