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ith cases and dates will be confirmed. Complex case can be presented by two persons and simple case s
lov 4, 2020. Duration ot test will be confirmed later
inuary 2021. Date and duration will be confirmed later.



hould be presented by one person.



Part I. Corp gov-ce (CG) - is about how company is managed on day-to-day basis
1 purpose of CG - to direct and control resources owned by investors and intraste
2 why CG is needed? - management, shareholders and government (as major sha
objectives of management - to sustain listing on the exchange, to irr
objectives of shareholders - to have environment within which they
objectives of government - to create conditions for growth and emp
3 scope of CG (see see principles of corporate gove-ce as per Code of corp gov-ce
board of directors aka those charged with governance
responsibilities of effective board:
lead the company strategy
set company's values
meet regularly
issue annual report
to uphold the law
to safeguard the assets of the organization
should ensure that chairman and non-execut
should ensure that non-executive directors (I
no one person or group should be able to do
should be of appropriate size, right balance o
at least of half of the board should be made t
NED should
not be an employee within the la
not have business relationships w
be only remunerated with a fee fc
no Icose family ties to the compar
no cross-directorship
any NED who has been on the bo:
not be a major shareholder
advantages and disadvantages of
advantages
provide exj
provide mc
demonstra
facilitate st
facilitate cc
disadvantages
this will cre
NEDs do nc
some NEDs
types of companies depending on role of board:
unitary board - board represents superviosry
two-tier board - shareholders and stakeholde
committees - report to the board
they allow the board to offload responsibility for a partic
they provide a forum to focus on a limited and distinct tz



they should prvide an epretise in the given area of opera
they should provide disclosure to shareholders
they prvide assurance to shareholders
types of committees:
audit committee
organization:
should consist of at le:
at least 1 member sho
responsibilities
make recommendatio!
review and monitor ex
review and monitor hc
review of company's ir
review and monitor ef
provide advice on whe
to review cases of whi:
benefits of audit committee
it assists to external aL
it increases confidence
it follows up external ¢
limitations of audit committee
it imposes additional c
difficulty in finding me
audit committee and internal aud
AC should ensure that
review and assess IAD
receive periodic repori
review and monitor m
meet with head of IAD
risk management committee
responsibilities
advice the board on ar
monitor company to e
help to identify major
receive reports from h
receive report from IA|
ensure all risk-related |
benefits of risk committee
independence in decis
support for board of d
if committee works eft
more pred
impact of d
greater cor
phases of risk management
identify risks. risks ma
impact of n



fraud
regulations
estimate impact and p
develop solutions
implement risk strateg
review, adapt and disc
nomination committee
remuneration committee
all directors should get induction and training
board, its committies and individual directors should hav
directors should be elected at least every 3 years (for FT¢
significant proportion of remuneration of directors shoul
remuneration should consider industry level.
board should insure sound system of controls, the effect
if the board has the audit committee, it should be made
board should have regular dialogue with shareholders ar

chairman and COE

should not be the same person

chairman leads the board, sets agenda for board's meeti
CEO runs the company

chairman is key contact for shareholders

4 CG and internal controls

IC - is system of values, rules, procedures and systems (IS) impleme
Controls are designed by risk management committee as response t

=> Impact of quality of IC on scope of statutory audit
if IC are strong (there is low control risk) the ¢
if IC are weak (there is high control risk), the :

purpose of IC

to prevent and detect errors (unintentional or ontention
to help safeguard the assets (against theft)
to ensure the business runs cost efficiently

components of IC

control environment
management attitudes and values
staff attitudes and values
control procedures
application controls
general controls
comparison
authorization
reconciliation
computer control
arithmetical control
physical control
segregaition of duties
risk assessment
information systems



monitoring of existing controls

limitations of IC

human error

collusion to commit fraud

the cost/time to implement the controls may outweight
it may be impossible to design a control for one-off trans
IC are designed and implemented within each accounting cycle. For

sales cycle - stages, risks emerging at each stage and con

Stage Risks Control p
Order Crders not Confirm o
received recorded writing.
accurately.
All new ci
Customers subject to
cannot pay, or check bef
do not pay on accepted
time. checks pe
existing ¢
Orders cannot
be honoured, Credit lim
and customer on custon
goodwill is lost.
All orders
by sales :
production
Stage Risks Control g
Goods Goods are not Sequential
despatched despatched. numberad
order pads
Incorrect goods
sent. Copy of or
the warehg
picking.
Weekly on
to ensure !
is compleb
missing).
Crder sign
imventory [

Goods des



Stage
Invoice
raised

Stage
Sale
recorded

(GO ma
order (stag
and file).

Customer
copy of the
retumns it &
receipt of

se sequs
numbered
review freq
incomplete
and unmat
items.

Risks Control pr

Invoices may be Copy of GL
missed, accounts a
incorrectly raised matched to
or sent to the the invoice.
wrong customer.

Unmatchec
Credit notes may be periodic
be raised reviewed.
incarmectly.

Copy invoit

as agreed 1

order, GDM

customer

Copy invoit
o agree ar
accuracy.

Credit note
allocated tc
relates to a
authorized
manager.

Risks Control pro
Invoices may he Review rece
inaccurately ledger for cr
recorded, balances.
missed or

recorded for the Perform a n
wrong customer. ledger recor

MNouble chea



Stage Risks

Cash Incorrect

received amounts
received.
Customer does
not pay.

Cash Cash incorrecthy

recorded recorded or
the wrong
account
Cash stolen

purchases cycle
Stage Risks

Reguisition Unauthorissed
raised purchases

el

fo invoice.

Customer s
sent out {cu
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Wrong).

Control pre
Agree cash
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Review recs
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Reqgular
hankina/phy

security ove
(i.e. a safe).

Reconciliatic
hanking to c
receipts rec

Segregation
duties.

Control pri

All requisiti
authorised



Order
placed

Stage

received

Imaue.

Invalid or

incomect orders

made or
recorded

The most

favourable terms

not obtained

Risks

Goods stolen.
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accepied that
have not been
ordered or are of
wrong quantity or
inferior quality.

I eyen.

Central purn
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Check invel
levels first.
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numbered r
pads, copie
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stapled to i

Request on
confirmation
writing.
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One secure
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Inventory re
updated on
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condition ar
quantity & ¢
agreed fo o
goods recei
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order (PO)
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numbered, |
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Raise GRN



Stage
Invoice
received

Purchase
recorded

Stage
Cash paid

Risks

Invoices not
reconded

resulting in non-

payment and

loss of supplier

qgoodwill.

Invoices may be
logged for goods

not received.

Invoices may
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Purchases
missed or
recorded
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Invoices not paid

or incomect
amount paid.

stamp it, si
goods chec
FO and che
quality.
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Copy of sec
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to invoicing
depariment,
matched to
invoice (staj

If no GRM a
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delivery +
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input.
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stamped.
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payroll cycle

Have author
cheque sign

Get invoice:
as authorise
relevant mai

Stage Risks Control proc
Timesheets Bogus Supervision c
submitted employees paid clocking in ar
or employees
paid for hours Cheack numibse
not worked. cards to num
employees.
Keep all spar
locked in cup
Supervisor to
authorise all
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Standing Standing data Monthly print
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signature.
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complete a
leavers/joiner
noting date o
departura/arri
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Stage Risks Control proc
Processing Inaccurate Sample of wa



Stage
Recording
of payroll

Staff paid

processing of
data could lead
to wages and
taxes being
incorrectly
calculated.

Risks
Recorded payroli

may not match
actual payroll.

Siaff may not be

paid.

Bogus siaff
could be paid.

recaliculated
manually.

Exception reg
produced
automatically
anyone paid ¢
Sxxx, or paid
Syyy.

Sample of de
(PAYE, NIC)
recalculated.

Managerial re
weekly paym
summaries.

Control proc«
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to confirm ent
double-checks
print.

Senior manag
review wages
expenses for
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present wher
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individual shc
review any B
payroll sumi
o paying sta
to confirm rey



:d to those charged with gov-ce so that to contribute to creating long-term shareholder value.
reholders) have different objectives. Corporate governance is a glue that keeps objectives of these thr
\plement best practices in managing of entrasted resources, to attract investments

can invest with min risk

lloyment, to attract global invetsments

from OECD)

ive directors (NED) meet without executives to consider their performance
JED) meet without chairman to consider the perfoamnce of chairman
minate the board

f skills and experience. This includes diversity, including gender.

1p of NEDs

st 5 years
ithin the last 3 years
)r director duties - no profit share or share options

vy
ird for longer than 9 years is assumed to no longer be independent and should be re-appointed annua
having NEDs in the board

Jertise

nitoring to curb excessive behavior of executives

te that decisions are made in shareholder's best interests
\areholder representation on the board

ympromise and creaet balance on the board

rate costs and may slow down decision-making
)t work full time for the company. It is debatable how much they actually know about the company an
i are too willing to accept what executives tell them.

and management level
'rs who have an active interest in running the company represent superviosory tier and board represer

:ular activity
1sks



tion

ist 3 NEDs (for smaller companies - 2)
uld have recent and relevant financial experience

ns to the board in relation to apointment, re-appointment and removal of external auditor

ternal auditor;s independence and objectivity and effectiveness of audit process

yw external audior recommendations are followed up once statutory audit is over

1ternal controls

fectiveness of company's internal audit function

'ther the annual report and accounts taken as a whole is fair, balanced and undertsndable and prvides
stleblowing

iditors => better communication between external auditor and the board
»in the company's fin controls and reporting mechanisms.
wuditor's recommendations with regard to internal control weaknesses

osts

mbers with the right experience at the market

it department

IAD has direct access to the chairman and that it is accountable to IA
workplan

ts on the results of IAD work

anagement responsiveness to IAD's findings and recommendations
'at least once a year without presence of management

1 approprate risk strategy for the company

nsure the risk strategy is embedded and strategy notbeing ignored by certain departments/staf
risks, suggest solutions

eads of toher departments on their specific risk issues

D and assess their recommendations

disclosures are in Annual report

ion-making

irectors and for AC

‘ectively, then:

ictable cash flows are produced

listater is limited

fidence among investors, employees, customers, suppliers and partners

y arie from many sources:
1iew technology or changing competition



riority in their tackling

lose

re performance appraisal at least annually
5E-350 companies re-election should be every year.
|d be performance-based

iveness of which should be reviewed evety year as part of annual report.

up of at least 3 NEDs. Main role of such committee is to liason with internal (i.e. internal audit departr
1d encourage debate through AGM (annual general meetings)

ngs ensuring there is enough time forimportant matters

nted by a company to ensure the integrity of financial and accounting information, promote accountal
o identified internal and external risks and volnurabilities and which are reviewed regularly by internal

juditors can rely on these controls and reduce the amount of detailed (substantive) testing that they d
auditors cannot rely on these controls and they must increase the amount of detailed (substantive) tes

al)



the benefit of following them so the controls are ignored
sactions e.g. determining a provision for a court case. Controls work best in systems where there is a hi
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trol procedures to minimize the exisitng and potencila risks

ywrocedures

rder in

ustomers

y credit

‘ore order
and regular
srformed on
ustomers.

its iImposed
ners.

approved
and
n managers.

rocedures

Iy
customer

der sent to
use for

der check
sequence
e {i.e. none

ied by
Jicker.

spatch note



tched o
ile together

signs a

2 GDN and
o confirm
goods.

antially
GDMNs and
juently for

1 sequence
tched

ocedures
JN sent to
ind

y copy of

1 GDMs to
ally

ce signed
to original
|, and
rice list.

ce signed
thmetical

5 to be

» invoice it
ind

by

wedures |
Avahbles
redit

eceivahles
neciliation.

ck hack



tatements
Istomers
wif

scedures
| receipt
invoice.

zivables
redit
‘ustomer

d debt
nvestigate
5.

g
feredit

stomer
sent out.

ciliation.

rsical
T cash

an of
xash
ords.

of

ocedures

ons

by



chasing

ntory

¥
requisition
15 filed

r

T order

t.

der
nin

uppliers/
e lists.

ied price
wplier price

acedures
cdelivery

words
a timely

ird

o

1d

Jo0ds
rder and
wed note

chase
sent to

filed,
GRM.

and and

GRNI



wcked for

wedures

juentially
3iRMs sent AP

filed and
copy of
dled).

15k
proof of
1atch to
sed as
ibove),

2ls on

woice 1o
arded,
xd

ind in
tements,
zze o
iger

wcedures

ces when ROTA

all Bottomline
imped.

nvoices
Tom

LR

natory to
foice

g
10rising



rised
1atories.

3 signed
2d by
nager.

:edures
if
nd out.

er of
ber of

re cards
ihoard.

I

cof any
o to
Jement

a files
ted out

rthem to

¥
1 files,
ds.

ioulid

5 form
i

nal and
Iy to

:edures
iges



Yort

for
wer
under

«ductions

view of
ent

edures 1
or clerk |
print out 1
rries

ed to |

jement

SS.

ple
e cash
aid.

auld

ACS

1ary prior
ff — sign
viewed.



e parts together.

1 purpose of
2 need for C(
3 scope of C(
4 CGandIC

~  MNAME

4+ Useful info usefulinfo /2
BB ~ccatechnical guide (from audi
Corporate-Governance-Frinciple

l Excel_Shortcuts.pdf

lly after this

d how much they can add value

1sts the management tier



the information necessary for shareholders to assess the company’s performance and strategy
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bility, and prevent fraud.
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