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     TIME: 2 HOURS

Instructions: Answer Question ONE and any other TWO Questions.



 Do not write on the Question paper.
QUESTION ONE 
(a) Audit planning process allows the audit senior to acquire adequate knowledge about the entity.  This process ensures an effective control of audit work. 

Required:

(i) Explain the auditor’s planning process when planning for an audit of a new client.












(8 marks)

(ii) How does audit planning assist in the conduct of an audit? 

(5 marks)

(b) In regard to internal control system, what are the main objectives of internal control system?








(5 marks)

(c) Write brief explanatory notes on the following audit terms:
(i) Control procedures.






(3 marks)

(ii) Vouching audit.






(3 marks)

(d) In relation to audit programme;

(i) Define and explain the meaning of an audit programme.

(2 marks)
(ii) List TWO disadvantages of using standardized audit programmes and how these disadvantages can be avoided.




(4 marks)
(Total: 30 marks)

QUESTION TWO 

(a) Write briefly explanatory notes on the following types of audit:

(i) Statutory audit; 
 





   
(3 marks)

(ii) Private audit; 
 





   
(3 marks)

(iii) Balance sheet audit; 





   
(3 marks)

(iv) Management audit; 





  
(3 marks)
(b) Explain the value derived from the work of external auditors.            
(8 marks)











(Total: 20 marks)

QUESTION THREE 
Explain how you would verify the following:

(a) Investment income. 







(5 marks)
(b) Bank balances. 







(5 marks)

(c) Contingent liabilities. 







(5 marks)

(d) Petty cash balances. 







(5 marks)

 (Total: 20 marks)

QUESTION FOUR

It has often been said that the auditors’ report is the formal result of all his efforts. This being the case, it is very important that the reader well understands the meaning of the Audit Report, particularly where the auditor wishes to qualify his opinion on the financial statements.

Required:

(i) Under statutory provision, what are the main contents of the auditors’ report?











(6 marks)

(ii) Explain how the international standards on auditing attempt to ensure that the report of the auditors is clearly understood. 
 




(8 marks)

(iii) Describe clearly the circumstances in which an adverse opinion and a disclaimer of opinion would be appropriate and give two examples, one each, to illustrate your answer. (A full audit opinion is not required).
 


 

(6 marks)


                                                              



(Total: 20 marks)

QUESTION FIVE

You are an audit senior in a firm of practicing accountants and your manager has gone out for an urgent meeting with a partner. Mr. Charo, a manager with Charo and Company, a wholesale business has come to your office with a request that your firm becomes their auditors.

Required:

(i) Describe to Mr. Charo the legal, ethical and practical factors your firm would consider before accepting the appointment. 





(10 marks)

(ii) Explain to Mr. Charo the qualification and disqualification of an accounting firm under the provisions of the Companies Act to become auditors. 


(10 marks)

     (Total: 20 marks)
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Course Purpose


The course introduces the principles, purpose, types and stages of auditing.

Expected Learning Outcomes

At the end of the course, students should be able to:

1. Define and explain the importance of auditing.

2. Describe the basic process of auditing.

3. Conduct a simple audit.

Course Contents

1.
Historical development in auditing theory and practice.

2.
Nature and purpose of audit. 

3.
Auditing principles, planning and control systems.

4.
Development of an audit programme and related documents.

5.
Relationship of internal and external audit.

6.
Internal control systems. 

7.
Compliance and substantive audit tests.

8.
Audit evidence.

9.
Derivation of valid conclusions based on audit evidence.

10.
The general audit environment.

11.
The audit report.

Teaching Methodology:

Lectures, tutorials and discussion, problem solving and exercises.

Instructional Materials/Equipment

Class with visual aids
Course Assessment/Student Performance

Continuous Assessment: 30%
Examination: 70%

(Grading as detailed under examination regulations)
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