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(a) Describe substantive procedures the auditor should perform to obtain sufficient and appropriate ai

This scenario relates to four requirements. to the matter identified regarding InsectsdU Co.

You are an audit manager of Snail & Co and you are in charge of two audits which are due to commence
shortly. Insects4U Ca is a registered charity which promotes insect conservation and has been an audit
client for several years Spider Spirals Co, also an existing audit client, manufactures stationery products
and its draft total liabilities are $8.1m. Both clients' financial year ended on 31 October 20X6. The foliowing

Note: Assume that the charity adopts International Financial Reporting Standards

B Isd X, X
matters have been brought to your attention for each company. D x 0 M) QB I ¥s xx L
Pangaph v @Y F F F B
InsectsdU Co e
YOUR ANSWER HERE
Complet of income
Insects4U Co is a not-for-profit organisation which generates income in a number of ways. It receives Back it Arrow
monthly donations from its many subscribers and these are paid by bank transfer to the charity. In addition, Forwar oht
alarge number of donations are sent through the post to the charity. Insects4U) Co also sells tickets for their Reload e
three charity events held annually. During the audit planning, completeness of income was flagged as a key
risk l R l
Spider Spirals Co Translate to Englith
Trade payables View page source Cutol
View frame source
The finance director of Spider Spirals Co has informed you that at the year end the purchase ledger was Raload frame
kept open for one week longer than normal as a large bank iransfer and cheque payment run was made on Inspect i+ Shifts

3 November 20X6. Some purchase invoices were received in this week and were recorded in the 20X6
purchase ledger as well as the payment run made on 3 November

Trade receivables
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(a) Assuming that CSC Co keeps to its agreement with Encompass Health, calculate the shortage of Betta

This scenario relates to five requirements. optimum production plan and the total profit for next month

This section of the scenario relates to requirement (a) 5

CSC Co is a health food company producing and selling three ty

es of high-energy products: cakes, shakes et S

and cookies, to gyms and health food shops. Shakes are the newest of the three products and were first i am == :IE]EE]C]
launched three months ago. Each of the three products has two special ingredients, sourced from a remote cut

Id The first of these, Singa, is a super-en

gising rare type of caffeine. The second, Betta, is

n an unusual plant believed to have miraculous health benefits. < o E ¥ 6 L ' 1 L3 kS
CSC Co's projected manufacture costs and selling prices for the three products are as follows =
Cakes Cookies Shakes sapiace
Per unit $ $ $ -
Seling price 540 490 600 [ o o] ]
Costs I
B - 12
Ingredients: Singa ($1.20 per gram)  0.30 060 120 il
Ingredients' Betta ($1.50 per gram| 075 030 1.50 w
15
Other ingredients 025 045 090 8
Labour ($10 per hour) 1.00 120 080 z |
Variable overheads 050 060 040 1
Contribution 260 176 120 =
2|
2|
3|
For each of the three products, the expected demand for the next month is 11,200 cakes, 9,800 cookies and w |
2,500 shakes s
£
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Question stem

B Marking
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 Observing procedures carried out by Sistar Co's staff Roll Up Score: /100
make improvements.
in manuals x Auto Score: 0/2

The company currently has three non-executive directors (NEDs) on the
board, who are paid a fee which changes annually depending on company Designing and intemal control to address 4 Question Sam "
performance. The NEDs all sit on the audit, nomination and remuneration - = - 10 500 the a
committees. There are currently no formal documents setting out the eporting findings directly o the board of directors
responsibilities of these committees.

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:

Intemal audit manager




. Observing procedures carried out by Sistar Co's staff

procedur

in

Designing and internal control

Reporting findings directly to the board of directors
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