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ATD LEVEL III
PRINCIPLES OF AUDITING
THURSDAY: 25 April 2024. Afternoon Paper. Time Allowed: 2 hours.

This paper is made up of fifty (50) Multiple Choice Questions. Answer ALL questions by indicating the letter
(A, B, C or D) that represents the correct answer. Each question is allocated two (2) marks. Do NOT write anything
on this paper.

1. Which one of the following statements BEST explains the primary objective of auditing?

A. To examine books of account and vouchers.of a business and form an opinion

B. To detect fraud and errors and report to the management

C. To prepare books of account from vouchers of a business

D. To express an opinion on whether the-financial statements give a true and fair view (2 marks)
2. What does the term “true” mean in avditing?

A. The information in the findncial statements is free from misstatements

B. The information in the {inancial statement has been prepared correctly

C. The information in the-financial statements is free from errors

D. Errors and fraud may not be detected from the financial statements (2 marks)
3. Which one of the following parties is an internal user of audited financial statements?

A. Investors

B. Owners

C. Creditors

D. Debtors (2 marks)
4. Which one of the following is a classification of audit according to the method of approach?

A. Continuous audits

B. Statutory audits

C. Private audits

D. General audits (2 marks)
5. In which of the following situations is the auditor NOT required to deliver a written statement of circumstances?

A. If the auditor proposes to issue a modified auditors report

B. If the auditor resigns before expiry of their term of office

C. If the auditor is removed from office

D. If the auditor does not seek reappointment at the next annual general meeting for any reason (2 marks)
6. Which one of the following statements is an advantage of continuous audit?

A. Errors and fraud are discovered early and corrective action taken

B. It facilitates completion of final audit as part of the company’s financial periods

C. The audit will provide a feedback to the management regarding the procedures not followed

D. The type of audit is cheap to the client because of the long hours audit staff take (2 marks)
7. What is the main responsibility of management with regards to the financial statements?

A. To employ external auditors to handle management accounts

B. To examine and audit financial statements

C. To report to shareholder’s fraud committed by staff

D. To prepare and present the financial statements (2 marks)
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10.

11.

12.

13.

14.

15.

16.

17.

Which of the following parties is ineligible to appoint an external auditor?

A. Directors

B. Shareholders

C. Senior management

D. Registrar of companies (Z marks)

Choose one of the following reason that may cause the removal of an auditor from office?

A. Disqualification by the Companies Act

B. Qualification of audit report

C. Resignation

D. Failure of the auditor to detect errors and fraud (2 marks)

Letter of internal weakness is also referred to as

A. Management letter

B. Letter of engagement

C. Appointment letter

D. Letter of representation (2 marks)

The other name for teeming and lading is

A. Fraud that involve money and items

B. Delayed accounting

C. Misappropriation

D. Misapplication of accounting funds (2 marks)

Which one of the following errors might affect the balancing of a trial balance?

A. Errors of principle

B. Casting errors

C. Errors of omission

D. Compensating errors (2 marks)

The following are priniary purpose of the risk assessment procedures in an audit EXCEPT

A. Confirfming specific account balances

B. Identifying areas of potential fraud

C. Testing internal controls

D. Confirming the correctness of the financial statements (2 marks)

Which one of the following statements is NOT a purpose of audit working papers?

A. To coordinate audit examination

B. To support the financial statements

C. To assist in preparation of the audit report

D. To provide evidence of the audit work done (2 marks)

In the context of audit evidence, which one of the following is considered the most reliable?

A. Oral representations

B. Documentary evidence

C. Observation evidence

D. Analytical procedures (2 marks)

Who among the following persons can appoint an auditor of a listed company if no auditor is appointed at the
annual general meeting?

A. The registrar of companies

B. The directors

C. The shareholders

D. The investors (2 marks)

Which one of the following is an inherent limitation of internal control?

A. Lack of segregation of duties

B. Inadequate documentation

C. Human error

D. Poor management oversight (2 marks)
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19.
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23.

24.

25.

26.

What is the primary purpose of the work programme in an audit?

A. Detailing the audit team’s schedule

B. Providing evidence for every audit procedure

C. Summarising financial statement amounts

D. Documenting the planned audit approach (2 marks)

What is the primary purpose of the going concern assumption in auditing?

A. Confirming the accuracy of financial statements

B. Assessing the entity’s ability to continue operating

C. Evaluating internal control effectiveness

D. Detecting fraudulent activities (2 marks)

Which one of the following is NOT a type of audit opinion?

A. Disclaimer opinion

B. Adverse opinion

C. Expressed opinion

D. Unqualified opinion (2 marks)

The following are a component of audit risk EXCEPT

A. Control risk

B. Detection risk

C. Default risk

D. Inherent risk (2 marks)
Which one of the following statements is NOT an objective of an audit?

A. To independently examine books of account and express an opinion

B. To state whether proper books of account and vouchers of the business are maintained

C. To prevent errors ard frauds from occurring

D. To issue an audji report (2 marks)

In the context ofinternal control, what is segregation of duties?

A. Rotating employees through different roles

B. Assigning different responsibilities to different individuals

C. Combining incompatible functions to enhance efficiency

D. Documenting all business processes (2 marks)

Which of the following statements is NOT correct in relation to the audit opinion? The audit opinion is reached
after

A. Extensive materiality assessment has been performed

B. Extensive testing of controls and substantive tests on transactions and balances for validity accuracy and
completeness of recording

C. Extensive verification procedures have been performed to test for existence, ownership, valuation
presentation and disclosure of items in the financial statements

D. Extensive review of whether the financial statements comply with applicable accounting standards and
legal requirements (2 marks)

The following are some of the functions of the Institute of Public Accountants of Kenya (ICPAK), EXCEPT

A. Establishing continuing professional development for its members

B. Setting ethical requirements of its members

C. Finding and allocating audit and assurance clients to its members

D. Providing thought leadership on matters of finance and accounting in Kenya (2 marks)

Which of the following matters might an auditor consider when gaining an understanding of the specific business
operations of an audit client?

A. Acquisition or disposal of client business activities

B. Products and services and market of the client’s business

C. Accounting principles and industry specific practice relevant to client’s business

D. Leasing of property plant and equipment for use in the client business (2 marks)
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27.

28.

29.

30.

31.

32.

33.

34.

The financial statements of TLC Co. have been prepared on the going concern basis, but the auditor believes that
there is no realistic chance of the company surviving for more than a few months. The note refers to the going
concern matters, but the directors refuse to change the basis on which the financial statements have been prepared.
Which of the following correctly describe the auditor’s report?

A. An unmodified opinion and a separate section headed ‘material uncertainty related to going coicern’

B. A qualified opinion

C. An adverse opinion

D. Disclaimer of opinion (2 marks)

The audit work has been planned on the basis that internal controls are expected to he etfective. However, the
planned tests of controls show that this is not infact the case and the controls cannot be i<lied on.
Which of the following TWO actions taken together could amount to the appropriate audit response?

(1) Modifying the audit plan to test controls more thoroughly.

(i1) Continue with audit work as planned.

(ii1) Inform management about the internal control’s deficiencies.

(v Modify the audit plan to adopt a substantive approach:

A. (1) and (ii)

B. (i1) and (iv)

C. (1) and (iii)

D (iii) and (iv) (2 marks)
Audit procedures performed by the auditor will reduce which of the following risks?

A. Inherent risk and control risk

B. Control risk only

C. Inherent risk, control risk and-detection risk

D. Detection risk only (2 marks)

Audit procedures on credit notes issued by a company shortly after its year end would be an appropriate response
to which of the followingassessed risks?

A. Occurrence of sales

B. Completerniess of cash

C. Completeness of sales

D. Existence of inventory (2 marks)
An irregularity is a general term referring to and

A. Risk and fraud

B. Errors and fraud

C. Errors and risks

D. Risks and misstatements (2 marks)

Which of the following is NOT an example of documents that an auditor should maintain?

A. Audit programs

B. Issues memoranda

C. Letters of confirmation and representation

D. Clients vouchers and source documents (2 marks)

is the measure of the quantity of audit evidence which is meant to eliminate any

element of doubt.

A. Validity

B. Relevance

C. Reliability

D. Sufficiency (2 marks)

are controls which relate to the environment within which computer-based
accounting systems are developed, maintained and operated with an aim of providing reasonable assurance that
the overall objectives of internal controls are achieved.

A. Application controls

B. General controls

C. Access controls

D. Input controls (2 marks)
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36.

37.

38.

39.

40.

41.

42.

43.

Which one of the following statements is NOT an advantage of using computer-assisted audit techniques

(CAATSs)?

A. CAATSs allow auditors to save time and test more items

B. Auditors may require the client’s permission to use CAATSs

C. CAATS enable auditors more freedom with their work and focus on critical areas

D. CAATSs let auditors collect more evidence and form better opinions regarding their clients (2 marks)

Which of the following statements is TRUE about an interim audit?

A. Interim audits culminate in the auditor issuing an audit opinion

B. Interim audits are carried out by entities that are authorised to declare and iscuc aividends at the end of
the year

C. Interim audits result to higher costs compared to continuous audits

D. Interim audits do not require intense planning (2 marks)

The following are benefits of an audit to a partnership EXCEPT

A. It helps partners to settle their accounts and hence minimise disputes

B It ensures that the partnership business is run in compiiance with the Company’s Act

C. It enhances the credibility of financial statements hience they can be used to obtain loans from financial
statements

D Valuable advice is given to the partners on‘how to run an efficient business (2 marks)

is the process ©f assessing a client to establish whether an audit firm can form a
long term relationship with the client.

Engagement process

Client acceptance

Client screening

Planning process (2 marks)

Cowp

What is the appropriate response if a prospective client does not give permission to a proposed new auditor to
communicate with the@xisting or predecessor auditor?

A. Decline the appointment

B. Attempt-to tind out the information by other means and then decide on whether to accept or decline the
appointment

C. Accept the appointment anyway as communication is only a matter of professional courtesy

D. Contact the existing auditor anyway (2 marks)

The auditors becomes aware after the financial statements with unmodified audit opinion have been issued to
members that they contain a material misstatement. The appropriate action the auditor should take is

A. No action is needed because the audit has been complete

B. Seek legal advice

C. Discuss how management intends to address the matter

D. Carry out procedures on the necessary amendments (2 marks)

A review of invoices received and paid shortly after the year end will provide evidence about the completeness of

A. Prepayments and expenses

B. Expenses and cash

C. Prepayments and accruals

D. Expenses and accruals (2 marks)

With regard to audit risk, which one of the following statements is INCORRECT?

A. Audit risk includes the risk that material errors will occur

B. The risk that the client system of internal control will not prevent or detect such errors

C. The risk that the client system of control will detect errors and fraud

D. The risk that any remaining material errors will not be detected by the auditor (2 marks)

The extent of reliance that the auditor places on the results of analytical procedures depends on

A. The materiality of the items involved

B. The financial statements prepared by management

C. The work of the internal auditor

D. The materials of items purchased for resale (2 marks)
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45.

46.

47.

48.

49.

50.

Computer assisted audit techniques (CAATs) may be used in performing the following audit procedures
EXCEPT

A. Analytical review procedures

B. Compliance tests of general controls

C. Posting and reviewing transaction

D. Compliance tests of application control (2 marks)

Computer programs used by the auditor to interrogate a client’s computer files are called?

A. Audit packages

B. Audit software

C. Computer assisted audit techniques (CAATS)

D. Audit quick books (2 marks)

Which assertion is concerned with whether transactions are recorded in the correct accounting period?

A. Existence

B. Completeness

C. Cut-off

D. Rights and obligations (2 marks)

The following are elements of an internal control sysiem EXCEPT

A. Control activities

B. Segregation of duties

C. Information system

D. Risk assessment process (2 marks)
is-a-formulation of strategies that auditors adopt in the conduct of their audit.

A. Audit programme

B. Audit documentatjen

C. Audit report

D. Audit plan (2 marks)

Which one of thefollowing statements identifies a fraud and makes the most appropriate recommendation to
prevent it?

Lapping- ensuring that cashiers do not have access to the debtor’s records

Window dressing- regular counting of inventory

Ghost workers- immediate banking of cash collected

Fictitious purchases- installing CCTV cameras (2 marks)

oWy

A list of assets, liabilities and equity can be found in which of the following statement?

A. Statement of profit or loss

B. Statement of cash flows

C. Statement of financial position

D. Statement of equity (2 marks)
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ATD LEVEL II1

PRINCIPLES OF AUDITING

TUESDAY: 5 December 2023. Afternoon Paper. Time Allowed: 3 hours.

Answer ALL questions. Marks allocated to each question are shown at the end of the question. Do NOT write anything
on this paper.

QUESTION ONE
(a) Identify FIVE advantages of undertaking an audit exercise by an organisation. (5 marks)
(b) It is the responsibility of the directors of a company to prepare financial statements that are presented to the
shareholders upon the completion of the audit process.
Required:
Apart from shareholders, describe FOUR other users of audited financial statements. (4 marks)
(c) Explain the following components of audit risks:
(1) Control risks. (2 marks)
(i1) Detective risks. (2 marks)
(iii) Inherent risks. (2 marks)
(d) The directors of Tuliko Company Ltd. have approached you with the intentions of appointing your firm as their
auditors for the next financial year."They have not given any reason for their desire to replace the current auditor
except that they criticise his quality.of work and feel that they are not getting value for their money.
Required:
Analyse FIVE reasons” why you should communicate with the previous auditor before accepting the new
appointment from the directors of Tuliko Company Ltd. (5 marks)
(Total: 20 marks)
QUESTION TWO
(a) An audit software refers to a computer program developed to assist auditors in the conduct of their audit work.
Required:
Describe FOUR types of software that the auditor may use in obtaining audit evidence to support his conclusions in
the audit of a computerised accounting system. (8 marks)
(b) An internal control system is essential to every form of business. It is crucial to an effective financial accounting
system and helps the auditor in assessing risk of material misstatement in the financial statements. The auditor has a
responsibility to test the existence and effectiveness of the internal control system as part of the audit process.
Required:
Discuss THREE methods that the auditor might use in order to ascertain that the internal control system of a client
is working. (6 marks)
(c) List SIX advantages of audit working papers. (6 marks)

(Total: 20 marks)
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QUESTION THREE

(a) Explain THREE types of audit opinions. (6 marks)
(b) Discuss THREE types of errors that are likely to be committed during the preparation of financial statements of an
organisation. (6 marks)
(c) (1) Define the term “interim audit”. (2 marks)
(i1) Anita Jones is one of the directors of Bestfoods Ltd., a company that you audit. Anita does not find the
need to conduct an interim audit. She states that, it is only a way of increasing audit fees and that it adds no
value to the company.
Required:
Explain to Anita Jones THREE benefits that Bestfoods Ltd. will enjoy from carrying out an interim audit. (6 marks)
(Total: 20 marks)
QUESTION FOUR
(a) Highlight FOUR factors that could increase the detection of risk in the course of auditing. (4 marks)
(b) Explain FOUR methods that an auditor could use in gathering audit evidence. (8 marks)
(©) Working papers are the record of the work done by the auditor. However, they do not contain everything that the
auditor does. The content and form of the working papers are dependent on the auditor’s judgement.
Required:
Enumerate FIVE factors that could guide the auditor in deciding the/content and nature of his working papers.
(5 marks)
(d) Outline THREE components of an internal control system. (3 marks)
(Total: 20 marks)
QUESTION FIVE
(a) (i) Explain the term “money laundering”. (2 marks)
(i1) Describe THREE stages in a money-laundering scheme. (6 marks)
(b) Explain SIX rights of an auditor. (12 marks)

(Total: 20 marks)

..............................................................................
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ATD LEVEL II1
PRINCIPLES OF AUDITING

TUESDAY: 22 August 2023. Afternoon Paper. Time Allowed: 3 hours.

Answer ALL questions. Marks allocated to each question are shown at the end of the question. Do NOT write
anything on this paper.

QUESTION ONE

(a) Explain the meaning of the following terms in relation to auditing in a computerised environment:
6) Audit trail. (2 marks)
(ii) Auditing around the computer. (2 marks)
(1ii) Auditing through the computer. (2 marks)

(b) Define the following terms as used in Computer Assisted Audit Techniques (CAATS):

(1) Test data. (2 marks)
(i1) Audit software. (2 marks)
(c) Describe SIX internal control proceduresfor-a sales unit in an organisation. (6 marks)
(d) Explain FOUR ways in which anauditor’s independence might be threatened. (4 marks)
(Total: 20 marks)
QUESTION TWO
(a) List SIX contents of an"audit note book. (6 marks)
(b) Outline SIX benefits that would accrue to the auditor for using computerised accounting systems. (6 marks)
(c) Evaluate FOUR benefits that might accrue to the Internal Audit Department of an organisation for working
closely with the external auditors. (8 marks)
(Total: 20 marks)
QUESTION THREE
(a) Your audit team has decided to adopt statistical sampling in analysing audit data for a construction company.
Summarise THREE advantages of using statistical sampling technique in auditing. (6 marks)
(b) Highlight FOUR factors that might cast doubt on the going concern of a company. (4 marks)
() Analyse THREE ways in which an auditor might minimise risk during an audit. (6 marks)
(d) Explain TWO reasons why an auditor is required to attend a client’s annual stock take. (4 marks)

(Total: 20 marks)
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QUESTION FOUR

(a) In relation to components of auditor’s report, describe THREE responsibilities of the directors of a company in
relation to the accounting function. (6 marks)
(b) Explain THREE benefits of undertaking an interim audit to the auditor. (6 marks)
(©) Highlight FOUR challenges that an auditor might encounter in the development and implementation of audit
plans. (4 marks)
(d) Enumerate FOUR reasons why debtor circularisation is an important source of audit evidence. (4 marks)
(Total: 20 marks)
QUESTION FIVE
(a) Explain THREE reasons why the concept of professional independence of the auditor is important. (6 marks)
(b) Discuss FOUR differences between “auditing” and “accounting”. (8 marks)
(©) You are an audit trainee in XYZ Ltd.

Required:
Explain SIX control measures that you would recommend to the management of the company to adopt so as to
minimise incidences of fraud. (6 marks)

(Total: 20 marks)

..............................................................................
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ATD LEVEL III
PRINCIPLES OF AUDITING
TUESDAY: 25 April 2023. Afternoon Paper. Time Allowed: 3 hours.

Answer ALL questions. Marks allocated to each question are shown at the end of the question. Do NOT write
anything on this paper.

QUESTION ONE

(a) During the planning of an audit for Jikaze Ltd., who is your new client, the Audit Supervisor emphasised for
more time to be allocated in peer reviewing of the audit working papers to ensure that the audit findings are well
supported by sufficient audit evidence.

Required:
)] Explain FIVE objectives of undertaking peer review. (5 marks)
(i1) Propose FIVE reasons for maintaining good audit working papers. (5 marks)

(b) You are the Audit Manager for Hesabu Audit Firm (CPA-K). Directors of SKL Ltd have appointed your firm as
their new auditors to take over in the upcoming financial year. The directors are of the opinion that the current
auditors do not give value for money audit.

Required:
Describe THREE ethical matters you. might take into consideration before your firm could accept the
appointment as auditors of SKL Ltd. (6 marks)
(c) Enumerate FOUR factors that professional accountants might consider in deciding whether to disclose
confidential information in the course of an audit. (4 marks)
(Total: 20 marks)

QUESTION TWO

Your internal audit department is in the process of installing an audit software that would assist in continuously analysing
the huge data generated by the business operations within the organisation. The Head of Internal Audit has requested you
to prepare a checklist of suitable access controls that the developers could ensure are installed in the organiation audit
software.

Required:
(a) Recommend FIVE suitable access controls for the audit software. (10 marks)
(b) Highlight SIX contents of a current audit file. (6 marks)
(c) State FOUR criteria which disqualifies a person from acting as the external auditor of a company.
(4 marks)

(Total: 20marks)
QUESTION THREE
(a) Amani Ltd. is a company that supplies pharmaceutical products. The company has been your client for the last

five years. The company recently transited from the manual operations to computerised work environment. This
has also initiated changes in the audit process through usage of Computer Assisted Audit Techniques (CAATS).

Required:
(i) Explain FOUR advantages of adopting Computer Assisted Audit Techniques (CAATSs) in auditing.
(4 marks)
(ii) Propose FIVE factors to consider when using Computer Assisted Audit Techniques (CAATS).
(5 marks)
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(b) Your firm has recently recruited a team of new auditors under a Graduate Trainee Program. As part of induction,
you are required to train them on reliability of audit evidence.

Required:
(1) Present to the team THREE factors that might influence the level of reliability of audit evidence.
(6 marks)
(ii) Highlight FIVE duties of an external auditor. (5 marks)
(Total: 20 marks)
QUESTION FOUR
(a) Jackie and Paul Associates, a recently established audit firm, has many new clients. The Senior Auditor has

appointed you to lead an audit assignment on one of these new clients.

Required:
Discuss SIX audit procedures you could undertake when planning the audit for a new client. (6 marks)
(b) You have been appointed as the first auditor of ABC Ltd. In the process of gaining understanding of the business

of the company, you have realised that the company has a weak internal control system.

Required:
Analyse FOUR actions you might take when an internal control system is identified as weak. (4 marks)
(c) Evaluate SIX benefits that could accrue to a partnership business upon conducting a statutory audit. (6 marks)

(d) State FOUR fundamental principles that auditors are required to adhere to in the course of their audit work.

(4 marks)
(Total: 20 marks)

QUESTION FIVE
(a) Discuss TWO reasons why it is important to obtain.a good understanding of the client’s industry and external
environment. (4 marks)
(b) Explain FOUR advantages of planning in the conduct of an audit. (4 marks)
(c) Describe SIX internal control procedures for a purchasing unit of an organisation. (12 marks)

(Total: 20 marks)
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ATD LEVEL III
PRINCIPLES OF AUDITING
TUESDAY: 6 December 2022. Afternoon Paper. Time Allowed: 3 hours.

Answer ALL questions. Marks allocated to each question are shown at the end of the question. Do NOT write
anything on this paper.

QUESTION ONE
(a) During an induction programme to the new auditors, the Audit Senior emphasised on the need for confidentiality
of the auditors in execution of their duties.

Required:
(1) Define the principle of confidentiality. (&@ks}
(i1) Enumerate FOUR circumstances where professional accountants could be required’bto disclose
confidential information. (\ (4 marks)
2
(b) Explain the following types of audit evidence: (b\!s‘
%,
(1) Physical examination. O® (2 marks)
(i1) Documentary. % (2 marks)
(iii) Oral. (2 marks)
(©) Describe FOUR limitations of audit. (8 marks)
(Total: 20 marks)
QUESTION TWO
(a) Analyse SIX internal control systems that a company should have in place to prevent and detect errors. (6 marks)
(b) Your firm has been appointed as the auditor for ABC Ltd. that deals with the manufacturing of plastic products.

The Audit Manager has assigned you a task of verification of inventory in the warehouse.

Required:
(1) Identify FOUR audit objectives that you would seek to achieve in verification of the inventory.(4 marks)

(i1) Suggest SIX challenges you are likely to encounter in verification of the inventory. (6 marks)

(©) During an audit assignment in a computerised environment, Ann Muhithe suggested the use of dummy testing
instead of live data testing.

Required:
Summarise FOUR disadvantages of adopting dummy testing. (4 marks)
(Total: 20 marks)
QUESTION THREE
(a) (1) Differentiate between “current audit file” and “permanent audit file”. (2 marks)
(i1) List SIX contents of a permanent audit file. (6 marks)
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(b) You are at your initial stages of your auditing career. The Audit Manager has presented to you a draft audit
report for familiarisation. You realise the usage of the terms “True and fair view” being repeatedly mentioned
under the opinion section of the audit report.

Required:
Explain FOUR circumstances under which the auditor would indicate that the financial statements present a true
and fair view of the financial performance and position of the company. (4 marks)

(©) ISA 210: Agreeing the terms of engagements provides guidance on the content of engagement letters and deals
with the auditor’s responsibilities in agreeing with the terms of the audit engagement with management.

Required:

(1) Highlight FOUR purposes of an engagement letter. (4 marks)

(i1) Enumerate FOUR matters that ought to be included in the engagement letter. (4 marks)
(Total: 20 marks)

QUESTION FOUR

(a) State FIVE disadvantages of an audit programme. (5 marks)

(b) Name FIVE precautionary measures that could help to overcome the limitations of an audit programme.

(5 marks)

() In the context of an audit, explain FIVE differences between an error and a fraud. l&a\rks)

(Tot% 20 marks)

QUESTION FIVE \{g)

(a) A system of controls does not provide absolute assurance that the control obj ecti@ of an organisation
will be met. Instead, there are several inherent limitations in any system that redu e level of assurance.
Required: %O
Explain FOUR inherent limitations of Internal Control. (8 marks)

(b) Analyse SIX duties of an Auditor. (12 marks)

(Total: 20 marks)
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ATD LEVEL III
PRINCIPLES OF AUDITING
TUESDAY: 2 August 2022. Afternoon paper. Time Allowed: 3 hours.

Answer ALL questions. Marks allocated to each question are shown at the end of the question. Do NOT write
anything on this paper.

QUESTION ONE
(a) Explain three factors that have contributed to the growth of internal audit function in modern organisations.
(6 marks)
(b) Mazao Enterprises Ltd. manufactures and sells horticuk@al pesticides. The management has requested your firm
to carry out an assessment of its internal control sy%ﬁ@s.
Required: o2 ’
Describe five factors you would consideré@%yn determining the adequacy of the internal control system of the
company. \L_f@ (10 marks)
(©) During an audit planning exerciseg@ﬁ have been assigned a role of an engagement partner.
Required: O®
In reviewing of the audit woof?( performed by the audit team, propose four matters you would focus on. (4 marks)
(Total: 20 marks)
QUESTION TWO
(a) Describe the five matters that need to be disclosed in the auditor’s report as per the requirements of the
Company’s Act. (5 marks)
(b) Highlight six factors to consider when assessing the reliability of internal control system in a computerised
information system. (6 marks)
(c) Sweetpools Ltd. is in the process of automating its internal audit function. The company intends to install a
Generalised Audit Software (GAS) from a local software firm.
Required:
Identify four functionalities that would be supported by the Generalised Audit Software (GAS) in the internal
audit function of the company. (4 marks)
(d) During a directors meeting of ABC Ltd., it was resolved that the Internal Audit department adopts the Risk Audit

Model in subsequent audit assignments.

Required:
(1) Explain the term “Risk Audit Model” as used in internal auditing. (1 mark)
(i1) Highlight four advantages of adopting a Risk Audit Model in internal auditing. (4 marks)

(Total: 20 marks)
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QUESTION THREE

(a) In relation to auditor’s report, describe three contents of each of the following components of the auditor’s
report:
(1) Auditor’s opinion. (3 marks)
(i1) Basis for opinion. (3 marks)
(b) Explain the following terms in relation to Computer Assisted Audit Techniques (CAATS):
(1) Embedded Audit Module. (2 marks)
(i1) Integrated Test Facility. (2 marks)
(iii) Program Code Analysis. (2 marks)
() Propose two circumstances that may result to fraudulent financial reporting. (4 marks)
(d) List four benefits that accrue to an organisation as a result of being audited. (4 marks)
(Total: 20 marks)
QUESTION FOUR
(a) You have been appointed by your audit team leader to pudertake a verification of property, plant and equipment
as indicated in the clients statement of financial positf(§0
@)
Required: °
Suggest four methods of assets valuation you\yﬁould deploy to ascertain the accuracy of the value of the property,
plant and equipment indicated in the stat of financial position. (8 marks)
(b) i) With reference to gatheringaudit evidence, distinguish between “positive confirmation” and “negative
confirmation”. @6 (4 marks)
(i1) Your firm has re€ently recruited a team of new auditors directly from tertiary institutions under
Graduate Trainee program.
As part of induction, you are required to train them on reliability of audit evidence and audit procedures
of gathering audit evidence.
Required:
Describe to the new team four audit procedures that can be deployed in gathering audit evidence.
(8 marks)
(Total: 20 marks)
QUESTION FIVE
(a) Explain three provisions of the Companies Act in relation to appointment of auditors. (6 marks)
(b) Summarise three similarities between “internal audit” and “external audit”. (6 marks)
(©) In the course of an audit assignment, an auditor might come across certain errors and frauds.

With reference to the above statement:
)] Highlight four such types of errors. (4 marks)

(i1) Enumerate four types of frauds. (4 marks)
(Total: 20 marks)
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ATD LEVEL II1

PRINCIPLES OF AUDITING
TUESDAY: 5 April 2022. Afternoon paper. Time Allowed: 3 hours.

Answer ALL questions. Marks allocated to each question are shown at the end of the question. Do NOT write
anything on this paper.

QUESTION ONE

(a) Propose four types of audit softwares that the auditor could utilise in his work. (8 marks)

b (i) Explain the term “International Standards on Auditing (ISAs)”. (2 marks)
(ii) Describe six roles played by International Standards on Auditing (ISAs). (6 marks)

(c) Distinguish between the following terms “Disclaimer of Opinion” and “An except for Opinion”. (4 marks)

QUESTION TWO O

Tamasha Ltd. is your new client; dealing with entertainment, business in the region. The company has an Internal Audit
Department that was established two years ago. Your supétvisor has requested you to undertake an evaluation on reliance
on the work of the Internal Audit Department in undel@k g your external audit exercise.

Required: \%Q/
(a) Describe six factors you would considep)in undertaking the exercise. (12 marks)
(b) Explain four rights of an auditoro® (8 marks)
%) (Total: 20 marks)
QUESTION THREE
(a) (1) Distinguish between “Inherent risk” and “Detection risk”. (4 marks)
(ii) Describe two limitations of a risk based audit. (4 marks)
(b) List five items covered in the auditors note book. (5 marks)
(c) Auditors are required to obtain sufficient knowledge about the clients’ entity in order to develop an effective plan
for performance of audit.
Required:
Explain four ways in which the knowledge obtained by the auditors will be useful in proper execution of the audit
for their clients. (4 marks)
d) As a newly employed Audit Associate with one of the big four audit firms, design three tests you would perform
to obtain satisfaction of the cash and bank balances. (3 marks)

(Total: 20 marks)
QUESTION FOUR

(a) Evaluate four signs that indicate the existence of errors, frauds or irregularities in the business records and
financial statements prepared by a client. (8 marks)

(b) (i) Explain the term “professional independence” as used in audit of financial statements. (2 marks)
(i) Citing three reasons, explain why it is important for an auditor to be seen to be independent.

(6 marks)

() Describe four benefits that could accrue to auditors from performing automated audit procedures in the course of
their audit. (4 marks)

(Total: 20 marks)
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QUESTION FIVE
(a) Analyse four differences between “internal auditing” and “external auditing”. (8 marks)

(b) Public Limited Companies are required to prepare and publish audited financial statements and auditors’ report at
the end of every financial year.

Summarise five users of the audited financial statements and auditor’s report including their areas of interest.
(5 marks)

©) Describe seven matters contained in the audit planning memorandum. (7 marks)
(Total: 20 marks)

....................................................................................
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ATD LEVEL III

PRINCIPLES OF AUDITING

THURSDAY: 16 December 2021. Time Allowed: 3 hours.

Answer ALL questions. Marks allocated to each question are shown at the end of the question.

QUESTION ONE
(a) Describe five distinctions between Auditing and Accounting. (5 marks)
(b) Brian and Antony operates a partnership business trading in manufacturing materials supply. The business has

not been audited since its inception two years ago.
Advise the partners on five benefits that would accrue to the business upon adoption of external auditing

services. (5 marks)
(©) Explain the following terms as used in auditing: OO®
(1) Concept of true and fair representation. oS ° (2 marks)
(i1) International Standards on Auditing.(/\é’ (2 marks)
(iit) The expectation gap. 6\% (2 marks)
(d) Analyse four benefits of adequate p,l@%ing in the audit of financial statements. (4 marks)
@O (Total: 20 marks)
QUESTION TWO
(a) Jackson from JK and Sons Accountants is the current external auditor to ALG Regency Ltd; a company in real
estate management. The company’s management has asked him to step down from providing the external audit
services to the company.
Required:
(i) Propose four reasons that could have led the company’s management to request Jackson to step down as
the external auditor. * (4 marks)
(i1) Highlight four rights that Jackson has at this moment when the company’s management wants him to
step down as the external auditor. (4 marks)
(b) In relation to the code of ethics for auditors, discuss five fundamental principles and expectations that govern the
behaviour of auditors. (10 marks)
(c) Define the term “audit programme”. v (2 marks)
(Total: 20 marks)
QUESTION THREE
(a) The auditor is required to keep detailed working papers which documents all aspects of the planning and
completion of the audit work and also of the conclusions formed during the audit.
Required:
Evaluate six benefits of detailed audit working papers. (6 marks)
(b) Wateja Warehouses Ltd. owns bonded warehouses near the Inland Containers Deport (ICD). The company

leases space to importers.

Required:
As the newly appointed auditor, describe five audit procedures you would carry out to verify freehold land and
buildings in the company’s financial statements. (10 marks)
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(©) The head of the procurement department has invited you to participate in the annual stock take at the stores area.
You have appointed your audit assistant to take up your role.
Required:
Prepare the audit procedures the audit assistant should undertake during the stock take. (4 marks)
(Total: 20 marks)
QUESTION FOUR
(a) Explain four reasons why an auditor would consider availability of resources before commencement of an audit
assignment. (4 marks)
(b) The knowledge of a clicnt’s business may be gathered by an auditor prior to developing an audit plan.
Required:
Describe five sources of knowledge of a client’s business. (10 marks)
() Examine six criteria used by the auditors in assessing the reliability of audit evidence. (6 marks)
(Total: 20 marks)
QUESTION FIVE
(a) Discuss four features that distinguishes computer based auditing environment from traditional auditing
environment. (8 marks)
(b) (1) Analyse the possible indicators of the exist@@ of errors and irregularities in a client company.
R (6 marks)
(o
(ii) Discuss the auditors responsibili}q\%a the discovery of potential errors or irregularities in a client
company. \%@ (6 marks)
Total: 20 marks
2 ( )
\/Q@/ ........................................................

AD34 Page 2
Out of 2




kasneb

ATD LEVEL 111

AUDITING
TUESDAY: 31 August 2021. Time Allowed: 3 hours.

Answer ALL questions. Marks allocated to each question are shown at the end of the question.

QUESTION ONE
(a) (i) Define the term “interim audit”. (2 marks)
(i1) Evaluate four benefits of interim auditing. (8 marks)
(1i1) Itemise four audit assignments normally carried out at the final audit that could be carried out at the
interim stage. @ (4 marks)
(b) Highlight six ways in which the independence of &1 auditor might be safeguarded. (6 marks)
2 ‘ (Total: 20 marks)
QUESTION TWO
(a) (1) Differentiate between “inheren@ﬁs\k > and “control risk”. (4 marks)
(1) Identify four inherent risé@accruing to an organisation as a result of using computerised information
systems. @ (4 marks)
O
(b) Explain three factors that anO«’auditor should consider when deciding to use computer aided techniques (CAATS)
in an audit. (6 marks)
{(c) Highlight six factors that an auditor should consider in using analytical procedures as part of substantive
procedures when planning an audit. (6 marks)
(Total: 20 marks)
QUESTION THREE
(a) Distinguish between “a walkthrough test”™ and “a compliance test”. (4 marks)
(b) (1) Explain three techniques of documentation used by an auditor in the preparation of audit working
papers. (6 marks)
(i) Highlight four factors which influence an auditor when undertaking audit documentation. (4 marks)
(iii) Examine three reasons why the safe custody of audit working papers is of paramount importance to the
auditor. (6 marks)
(Total: 20 marks)
QUESTION FOUR
(a) The internal control system of a firm encompasses all the policies and procedures adopted by the management of

that firm to enable achievement of overall corporate objectives.

Required:
(1) Describe six internal control procedures for a purchasing system of a large manufacturing entity.
(6 marks)
(i) Explain six control objectives that an internal control system on sales aims to achieve. (6 marks)
(b) Discuss four matters that should be included in an unqualified audit report. {8 marks)

(Total: 20 marks)
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QUESTION FIVE

(2)
(b)

(©)

Define the term “materiality” and indicate its importance in the context of auditing. (4 marks)

During an audit, the external auditors might require written confirmation of some evidence which could be
material and only be in possession of the client.

Explain four types of management representations which auditors could obtain from the client during the audit.
(8 marks)

External confirmations are procedures used by auditors to obtain externally independent and reliable audit
evidence.

Citing four examples, evaluate four circumstances in which external confirmations might be carried out.
(8 marks)
(Total: 20 marks)

..............................................................................
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ATD LEVEL Il

AUDITING
TUESDAY: 18 May 2021. Time Allowed: 3 hours.

Answer ALL questions. Marks allocated to each question are shown at the end of the question.

QUESTION ONE
(a) (i) Analyse six essential features of statutory audits. (6 marks)
(i) Examine four advantages of statutory audits to the management of a business enterprise. (8 marks)
©)] In the context of the Companies Act, highlight three rights of an auditor. (6 marks)
@ (Total: 20 marks)
OO
QUESTION TWO
(a) International Standard on Auditing (ISA) 300 o@pﬁanning an audit of financial statements requires the auditor to
establish the overall audit strategy for the e@ ement and developing of an audit plan.
<
Required:
(1) Highlight six contents of @@Gdit planning memorandum. (6 marks)
(i1) Outline four challer%@gcountered in developing and implementing audit plans. (4 marks)
(iii) Suggest three measures to mitigate the challenges outlined in (a) (ii) above. (3 marks)
(b) Audit risk is the risk that the auditor expresses an inappropriate audit opinion when the financial statements are
materially misstated.
Required:
(i) Summarise three types of audit risk. (3 marks)
(i) Examine four benefits that would accrue to a firm that undertakes risk classification. (4 marks)
(Total: 20 marks)
QUESTION THREE
(a) (i) Define the term “internal check™. (2 marks)
(i) Discuss five matters that should be taken into consideration by a company when designing a good
internal check system. (10 marks)
) The control of cash is of prime importance in any business.

In light of the above statement, describe four internal controls that you would recommend to an entity over the
management of its petty cash. (8 marks)
(Total: 20 marks)
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QUESTION FOUR

(@)

(b)
(©)

In relation to computerised auditing, evéluate four drawbacks of using an audit software by an external auditor.
S S (8 marks)

In relation to the Auditor’s report, describe three types of modified opinion. (6 marks)

Explain three fundamental ethical principles and expectations that govern the behaviour of individuals in the
conduct of internal auditing. (6 marks)
(Total: 20 marks)

QUESTION FIVE

()

(b)

©

Citing two examples, explain the term “window dreéssing”. (4 marks)

‘A‘naly'sek four elements of fraud perpetuated in an entity. ’ - '(8 fnarks)

Auditors should devélSp and document an overall audit plan describing the éxpected scope and conduct of the
audit.

With reference to the above statement, examine four matters in each case that would be included in the following
sections of an audit plan:

() Risk and materiality. (4 marks)
(ii) Knowledge of the entity’s business. @ (4 marks)
O (Total: 20 marks)
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ATD LEVEL III

AUDITING

TUESDAY: 24 November 2020. HEW 2 e Alloncd: Y hours.

Answer ALL questions. Marks allocated to each quesﬁon are shown at the end of the question.

QUESTION ONE
(a) “Any internal control system can only provide the directors of an entity with a reasonable assurance that their
objectives are achieved, because of the inherent limitations”.
Required:
With reference to the above statement: @ :
@) ;
(6] Examine four objectives of setting up an internaf:éontrol system in an entity. ' (4 marks)
(i1) Analyse four inherent limitations of an in@al control system. (4 marks)
(b) In relation to the audit of computer based sys&s:
@) Explain the term “electronic %@interchange (EDI) system”. - (2 marks)
(i) ‘ Propose three challenges% EDI system may: pose to an auditor. = - (6 marks)
(é) In the context of the auditor’s report, examine four circumstances that give rise to disagreement(s). (4 marks)
j : (Total: 20 marks)
QUESTION TWO
(a) XYZ Accountants have been your external auditors for the past two years. - In preparation of the current financial year
audit, they have provided for both interim and final audit in their engagement letter.
Required:
Analyse six main audit procedures to be undertaken during:
(i) Interim audit. (6 marks)
(ii) Final audit. (6 marks)
(b) Discuss three advantages and three disadvantages of outsourcing the internal audit function. (6 marks)
© Define the term “expectation gap” as used in auditing. (2 marks)
(Total: 20 marks)
QUESTION THREE
In the context of errors and fraud:

(a)

(i) Explain the term “teeming and lading”. (2 marks)

(if) Highlight five techniques which could be used by an organisation to minimise occurrence of errors. (5 marks)
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(b) Differentiate between the following terms as used ih’auditingi -

(i) “Vouching” and “Verification”. o (4 marks)
(ii) “Representation letter” and “engagement letter”. - (4 marks)
() List five statutory books which would be of interest to the auditor. (5 marks)

(Total: 20 marks)

QUESTION FOUR :
(a) . Analyse three types of modified audit opinions. (6 marks)
(b) The financial year of Bits Computers Ltd. ends on 30 April. The proprietor who is not a competent accountant has
prepared a bank reconciliation ‘as at 30 April 2020. To determine its accuracy, your assistant should review the bank
reconciliation.
Required: '
Describe the audit procedures to be followed by the assistant in verifying the bank reconciliation in sufficient detail.
(10 marks)
(c) (i) Distinguish between “auditing around the computer” and “auditing through the computer”. (2 marks)

.

_ (i1) Explain two mrcumstances when it would be 1na@Qpr1ate for the auditor to rely on auditing around the

computer. A (2 marks)
o (Total: 20 marks)
&
QUESTION FIVE 4

(a) Discuss five reasons why it is necessary fof¢he auditors to observe the professional ethics when carrying out the audit
- . rwork for their clients. @ (10 marks)

(b) - Examine five ways the auditors obfgin knowledge about the clients business to help them in planning for audit.
(5 marks)
(c):. ; Summarise five key issues the audltor might consider when evaluating the reliability of audit evidence gathered in the
course of audit. (5 marks)

(Total: 20 marks)
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ATD LEVEL III
AUDITING
WEDNESDAY: 27 November 2019. Time Allowed: 3 hours.

Answer ALL questions. Marks allocated to each question are shown at the end of the question.

QUESTION ONE
(a) Analyse six assignments that the internal audit department of a client entity could carry out. (6 marks)
(b) Describe the auditor’s responsibilities in relation to the prevention and detection of fraud and errors. (6 marks)
© Examine four ways in which the internal audit function of an entity might help to improve the risk management efforts
of an entity. (8 marks)
@ (Total: 20 marks)
QUESTION TWO O
(a) Examine five factors to consider when designing angﬁerforming substantive analytical procedures. (10 marks)
(b) Outline six items that should be included in a%&it engagement letter, . (6 marks)
(c) Highlight four benefits of an audit comm'@Q : (4 marks)
’\L_« (Total: 20 marks)
QUESTION THREE o
(a) In the context of planning and d&!ucting an audit, draw three distinctions in each case between planning for the audit
of a new client from planning?@ audit for an already existing client. , (12 marks)
(b) Summarise four factors that an auditor should put into consideration when developing an overall audit plan. (4 marks)
() Describe four limitations of using a standardised audit programme. (4 marks)

(Total: 20 marks)
QUESTION FOUR

(a) Rafiki Enterprises Ltd. intends to implement a computerised accounting system to enhance efficiency in their
operations. :
Required:
Advise the management of the company on the drawbacks associated with a computerised accounting system.
(8 marks)
(b) Describe six circumstances when the auditor could issue an unqualified report. (12 marks)

(Total: 20 marks)
QUESTION FIVE

(a) Define the following terminologies in relation to internal control system:
() Control environment. (2 marks)
(ii) Control objectives. (2 marks)
(iii) Control procedures. (2 marks)
(b) Trace Manufacturing Ltd. has been experiencing loss of inventory in their control warehouse.
Required:
@) Examine segregation of duties as a control procedure. (2 marks)
(ii) Suggest six internal controls that the management should put in place to prevent loss of inventory.

(12 marks)
(Total: 20 marks)

......................................................................
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ATD LEVEL 111
AUDITING
TUESDAY: 21 May 2019. Time Allowed: 3 hours.
Answer ALL questions. Marks allocated to each question are shown at the end of the question.

QUESTION ONE

(a) The audit process must be fully documented. This documentation is in the form of audit working papers.
Required:
Describe five objectives of documenting the audit process. (10 marks)
(b) It is important for the management of any entity to design a%Qimplement a system of accounting and internal controls.
With reference to the above statement, analyse five asp@@ofa good internal control system. (10 marks)
o (Total: 20 marks)
(o
QUESTION TWO
(a) Tumaini Medical Services is the latest clien '<x§/’our expansion plan for the year. The senior partner has requested you

to prepare an audit plan in preparation for\@nducting an audit on the books of accounts for Tumaini Medical Services.

Required: Z
Analyse eight procedures you wo&@ndenake in preparation of the audit plan. (8 marks)
b Brian Macho has recently joine?your firm. Due to his long experience in the auditing field, he dismisses the need for

audit planning in conducting an audit.

Required:
Explain how audit planning assists in the conduct of an audit. (6 marks)
(c) Akinyi and Achieng operate a partnership business branded Akichi Enterprises. The mainstream business is the sale of

school uniforms where they share profits equally at the end of the financial year. The business has never been audited.

Required:
Discuss six benefits that would accrue to the enterprise upon external auditing of the financial statements. (6 marks)
(Total: 20 marks)

QUESTION THREE _

(a) Examine four areas where surprise checks could significantly improve the effectiveness of an audit. (4 marks)
(b) Describe five audit procedures to be carried out while vouching advertisement expenses. (10 marks)
() Explain three differences between internal audit and external audit. (6 marks)

(Total: 20 marks)

QUESTION FOUR
(a) Explain four advantages of computer-assisted auditing techniques (CAAT) to an auditor. (8 marks)

(b) As with any other assurance engagement, auditors must obtain sufficient evidence before they can form an opinion on
the adequacy and effectiveness of an entity’s risk management system.

Required:
Discuss six audit procedures an auditor might carry out when assessing the adequacy and effectiveness of an entity’s
risk management system. (12 marks)
(Total: 20 marks)
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QUESTION FIVE

(a) Itemise four principal matters which the auditor considers in forming an opinion on the financial statements. (4 marks)
(b) () Explain the term “limitation of scope of the audit”. ‘ (2 marks)

(i) Highlight four circumstances that could lead to the auditor citing a limitation of scope of the audit. (4 marks)
(©) Summarise four matters that should be included in an unqualified report by the auditor. (4 marks)
(d) Describe three fundamental ethical principles in performance of an audit assignment. (6 marks)

(Total: 20 marks)
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ATD LEVEL III

AUDITING

TUESDAY: 27 November 2018. Time Allowed: 3 hours.

Answer ALL questions. Marks allocated to each question are shown at the end of the question.

QUESTION ONE
(a) Explain four factors that the board of directors of a company should consider when assessing the need for internal
audit. (8 marks)
(b) State four non-audit services provided to audit clients. OO (4 marks)
(c) Discuss four procedures for obtaining audit evidence./p)- ‘ (8 marks)
Q’ (Total: 20 marks)
<
QUESTION TWO
(a) In documenting an internal control syster&’@'an organisation, flowcharts could be deployed.
(i) In relation to the above stat@n%t, define the term “flowchart”. (1 mark)
(ii) Argue four cases for and three cases against use of flowcharts in documenting a client’s internal control
system. . (7 marks)
(b) In relation to computerised auditing, differentiate between “parallel simulation” and “program-code analysis”.
(4 marks)
(c) Distinguish between “error” and “fraud” in auditing. (4 marks)
(d) Itemise four conditions that should be met in order to hold the auditor legally liable for negligence in his work.
(4 marks)
(Total: 20 marks)
QUESTION THREE _
(a) Explain four advantages of automated working papers. (4 marks)
(b) As an audit assistant engaged in the audit of Zed Ltd., you are considering the use of debtors circularisation to obtain
evidence on the company’s trade debtors balances.
Required:
@) Summarise four objectives for carrying out debtors circularisation. (4 marks)
(ii) Examine three possible reasons why the client’s customer might disagree with balances stated by the
company. (6 marks)
(iii) Discuss three alternative procedures you would carry out under circumstances whete you are unable to get
confirmations from individual debtors. (6 marks)

(Total: 20 marks)
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QUESTION FOUR

(a) Audit risk is the risk that the auditor will reach an invalid opinion or conclusion from his audit work.
With reference to the above statement, examine four benefits of audit risk assessment. (8 marks)
(b) The auditor’s report is the end product of any audit assignment.
With reference to the above statement, discuss six elements of the auditor’s report. (12 marks)
: (Total: 20 marks)
QUESTION FIVE
(a) Inherent risk has been defined as the susceptibility of an assertion to a misstatement that could be material -
individually or when aggregated with other misstatements assuming that there were no related internal controls.
To assess inherent risk; the auditors use their experience of the entity from previous audits together with professional
judgement to evaluate numerous factors.
With reference to the above statement, identify:
(i) Three such factors at the financial statements level. (6 marks)
(ii) Three such factors at the account batance and cla@@' transactions level. (6 marks)
(b)

Detailed audit work on inventories is imperative in daudit. However, there are other analytical review procedures
that are equally important in the audit of inventor@

<
Required: & ‘
Highlight four such analytical review progedures. (8 marks)
,@ ' (Total: 20 marks)
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ATD LEVEL I1
AUDITING
TUESDAY: 22 May 2018. Time Allowed: 3 hours.
Answer ALL questions. Marks allocated to each question are shown at the end of the question.

QUESTION ONE

(a) Describe five general responsibilities of the engagement team involved in conducting the audit of a client company.
(10 marks)
(b) Explain five factors that should be taken into consideration b)@g auditor when setting the sample size for tests of
control. O (10 marks)
< (Total: 20 marks)
QUESTION TWO (4 »
(a) The auditor must prepare an audit plan that involves(the’timing of the work to be done.

With reference to the above statement, highli%}#lve factors that determine the timing of a particular audit. (5 marks)

<
(b) Summarise seven matters that an auditﬁ@required to include in his audit report by the Company’s Act. (7 marks)
©) An auditor must be tactful and honestand should not certify what he does not believe to be true.
Required:
Describe three situations where the above principle is applied when auditing a client. (3 marks)
(d) Highlight five duties of an auditor with regard to verification of the disposal of a fixed asset reflected in the books of a
client, (5 marks)
(Total: 20 marks)
QUESTION THREE
(a) Summarise six benefits that could accrue to an audit firm as a result of automating their audit procedures. (6 marks)
(b) Propose five ways an entity could prevent or minimise accounting errors. (5 marks)
() Discuss three components of audit risk. (9 marks)
(Total: 20 marks)
QUESTION FOUR
(a) Argue three cases for and three cases against outsourcing the internal audit function. (6 marks)
(b) Baraka Enterprises manufactures a fast moving product branded ‘EXEL’. Due to the high volume of inventory and

customers, the business maintains a continuous inventory checking system.

Required:

) Highlight four advantages of using a continuous inventory checking system. (4 marks)

(ii) Describe five audit procedures to be performed by the external auditor to confirm the accuracy of the
continuous inventory checking system. (5 marks)
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(c) Juhudi Hardware Ltd. sells construction materials to its clients both on cash and credit basis.
As the external auditor during an interim audit in the month of April 2018, you are assigned to review the company’s
bank reconciliation for the month of March 2018.
Required:
Outline five audit procedures you would deploy to verify bank reconciliation. (5 marks)
(Total: 20 marks)
QUESTION FIVE
(a) Explain four factors to be considered when assessing whether to place reliance on internal audit work. . (8 marks)
(b) Your audit firm has been appointed the external auditors for XYZ Ltd. The senior partner is in the process of

compiling a team of auditors to gather audit evidence from your new client.

Required:
Advise on six methods of gathering audit evidence that the audit team could deploy during the exercise. (12 marks)
(Total: 20 marks)
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ATD LEVEL 111
AUDITING
TUESDAY: 28 November 2017. Time Allowed: 3 hours.

Answer ALL questions. Marks allocated to each question are shown at the end of the question.

QUESTION ONE
(a) In relation to prevention, detection and reporting of fraud and errors, discuss four differences between the

responsibilities of internal auditors and external auditors. (8 marks)
(b)  Describe six ways in which an audit plan could assist in the conduc@f an audit. (12 marks)
O (Total: 20 marks)

<
QUESTION TWO
(a)  International Standards of Auditing (ISA) 500 on audi @Hence, requires that the auditor should obtain relevant and
reliable audit evidence sufficient to enable him draw re@so able conclusions thereon.

<@
Required: \g'

Discuss four factors that could influence thej@@'mem of the auditor with regard to sufficiency of audit evidence.

,@ (8 marks)

(b)  Evaluate four factors that would influerfce the auditor to accept third party certificates as audit evidence. (8 marks)
(¢) Highlight four factors that influence the reliability of audit evidence. (4 marks)

(Total: 20 marks)

QUESTION THREE
(a)  Highlight six circumstances that would result to an increase in inherent risk of a firm. (6 marks)

(b)  When planning an audit for computerised accounting systems, the auditor should consider an appropriate combination of
manual techniques and Computer Aided Auditing Techniques (CAATS).

With reference to the above statement, propose six factors to consider when using CAATS in an audit assignment.
(6 marks)

(c) (i) Explain the term “misappropriation of assets™. (2 marks)

(i) Describe three ways in which employees could be involved in misappropriation of the organisation’s assets.
(6 marks)
(Total: 20 marks)
QUESTION FOUR
(a)  You are the internal auditor of XYZ Ltd., a small and medium sized manufacturing company.

Required:

Examine six internal control measures you would recommend over the company’s invoicing and credit notes system.

(12 marks)
(b)  In relation to auditor’s report. explain the following:

(1) True and fair view. (2 marks)
(i) Except for opinion. (2 marks)
(iii)  Subject to opinion. (2 marks)
(iv)  Opinion paragraph. (2 marks)
(Total: 20 marks)
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QUESTION FIVE
(a)  “Audit work on the records and financial statements relating to the financial year of an organisation are carried out at
various times during and after the end of the financial year”.

With reference to the above statement, describe the work carried out by an auditor during:

(i) Interim audit. (8 marks)
(i) Final audit. (8 marks)

(b)  Summarise two steps that an auditor should take where ethical conflicts arise in the course of an audit assignment.
(4 marks)
(Total: 20 marks)
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KASNEB

ATD LEVELIII

AUDITING
TUESDAY: 23 May 2017. Time Allowed: 3 hours.

Answer ALL questions. Marks allocated to each question are shown at the end of the question.

QUESTION ONE
(a)  Discuss six basic principles of auditing that govern the auditor’s professional responsibilities in the course of audit work.
(12 marks)

(b)  Juhudi Sacco has raised claims that their external auditor is liable for negligence that has led the Sacco to invest in loss
making ventures.

With reference to the above statement, explain four conditions that the Sacco must meet in order to hold the auditor duly
liable for negligence. (8 marks)
(Total: 20 marks)

QUESTION TWO
(a)  Explain four responsibilities of an auditor in relation to the preventi@Q and detection of fraud and errors. (4 marks)

(b) International standard on auditing (ISA) 530 on audit sampling, provides guidance on methods for selecting audit
samples for testing. .

Required: Q,%/O«

Examine five methods of selecting audit samples. 7 (10 marks)

(c)  Describe three audit procedures that could be cafyied out using computer-assisted audit techniques (CAATS).

< . (6 marks)
,@

O (Total: 20 marks)
o
QUESTION THREE
(a)  Distinguish between “audit risk” and “analytical risk”. (4 marks)
(b)  Explain how both low and high risk assessment could influence the tests to be carried out by an auditor. (8 marks)

(c) In the context of auditor’s reports, outline circumstances in which the following issues could arise in the course of an
audit engagement:

(i) Limitation on scope. (4 marks)

(ii) Disagreement. . (4 marks)
(Total: 20 marks)

QUESTION FOUR
(a)  Describe five objectives of audit working papers. (10 marks)

(b)  Analyse five requisites of a good internal control system. (10 marks)
(Total: 20 marks)

QUESTION FIVE
(a)  Effective audit planning is essential to ensure that the audit work is conducted in accordance with International
Standards on Auditing.

Required:

)] Explain five purposes of the letter of engagement. (5 marks)

(ii) Describe the principal contents of the letter of engagement. (10 marks)
(b)  Outline the circumstances in which risk could arise in the audit-work. (5 marks)

(Total: 20 marks)
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KASNEB

ATD LEVEL Il

AUDITING
TUESDAY: 22 November 2016. Time Allowed: 3 hours.

Answer ALL questions. Marks allocated to each question are shown at the end of the question.

QUESTION ONE
(a) An auditor of financial statements must be an accountant but an accountant is not necessarily an auditor.

With reference to the above statement, distinguish between “accounting” and “auditing”. (10 marks)

(b)  Tumaini Ltd. is in the process of setting up an internal audit function.

Summarise ten benefits that would accrue to the company upon setting up the internal audit function. (10 marks)
(Total: 20 marks)

QUESTION TWO
(a)  Discuss five factors that would affect the sufficiency of audit evidence gathered by an auditor. (10 marks)

(b)  Audit working papers are the documents prepared or obtained by the auditors in connection with an audit.

In relation to audit working papers, outline five contents of:

(i) Permanent audit file. OQ (5 marks)
(ii)  Current audit file. C) (5 marks)
o (Total: 20 marks)

QUESTION THREE (4
(a) In the context of internal control, describe five ele@w ts of the internal control environment that might be relevant when
obtaining an understanding of the control em&ig@fnent. (10 marks)
(b)  You have been assigned to undertake an@%}t on general controls relating to purchase of goods. Examine five control
procedures you would verify in your aséknment. (10 marks)
6 (Total: 20 marks)

QUESTION FOUR
(a)  Outline four factors that might affect the form and nature of audit planning. (4 marks)

(b)  One of the myths around use of audit interrogation software is that it is expensive. However, modern programs are
certainly relatively cheap compared with employing people.

Therefore, use of such tools is becoming more prevalent.

Required:
Highlight eight uses of an audit software to an auditor. (8 marks)

(©) In relation to auditor’s report, discuss the following:

(i) Unqualified opinion. (2 marks)
(i) Adverse opinion. (2 marks)
(iii))  Qualified opinion. (2 marks)
(iv)  Disclaimer of opinion. (2 marks)

(Total: 20 marks)
QUESTION FIVE
(a) Distinguish between “errors” and “fraud”. (4 marks)

(b)  Explain five fundamental ethical principles that auditors are required to follow. (10 marks)

(c) A professional accountant should maintain confidentiality at all times.

With reference to the above statement, analyse three circumstances where professional accountants might be required to
disclose confidential information or when such disclosure might be appropriate. (6 marks)
(Total: 20 marks)
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KASNEB

ATD LEVEL I
AUDITING
TUESDAY: 24 May 2016. Time Allowed: 3 hours.
Answer ALL questions. Marks allocated to each question are shown at the end of the question.
QUESTION ONE
{a) Discuss five groups of users of audited financial statements. (10 marks}

(b) Explain five ways in which the independence of an auditor might be compromised. (10 marks)
(Total: 20 marks)

QUESTION TWO

(a) Detine the following terms:
(1 Detection risk. (2 marks)
(i) Control risk. @ (2 marks)

(i) Teeming and lading. (2 marks)

. . . o
(1v) Analytical review. Qﬂ (2 marks)

(v} Substantive tests. \EQ/ (2 marks)
(o
(b) Discuss tive methods an auditor could to gather audit evidence. (10 marks)
@O (Total: 20 marks)
QUESTION THREE
(a) Describe five general control procedures for cash and bank. {10 marks)
(b) Discuss five inherent limitations of an internal control system. (10 marks)
(Total: 20 marks)
QUESTION FOUR
(a) Highlight two benefits of audit planning. (2 marks)
(b) You have been appointed the lead auditor of ABC Ltd. As part of the audit. you are required to prepare an overall
audit plan.
Required:
(i) Summarise ten areas vou might consider in preparing the overall audit plan. (10 marks)
(i1) Explain four likely limitations of the audit plan. {8 marks)
(Total: 20 marks)
QUESTION FIVE
(a) List six advantages of a computerised accounting system. (6 marks)
(b) Highlight six reasons why an auditor might audit around the computer. (6 marks)
(c) Outline eight elements of an audit report. (8 marks)

(Total: 20 marks)

.................................................................................
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KASNEB

ATD LEVEL Il
AUDITING

PILOT PAPER

September 2015, Time Allowed: 3 hours.

Answer ALL questions. Marks allocated to each question are shown at the end of the question.

QUESTION ONE
(a) Public sector auditing is a crucial component for the administration of the public sector in your country. Most
governments have taken crucial steps to boost the effectiveness of the audit of public sector.
Required:
Discuss some of the problems facing the audit of the public sector in your country. (10 marks)
(b) Discuss the goals of public sector audit and propose ways of enhancing the same in developing countries. (10 marks)
(Total: 20 marks)
QUESTION TWO
(a) (i) Discuss the respective responsibilities of the auéij@'s and management in defecting fraud committed in a
company. R (8 marks)
(o
(ii) Briefly describe three advantages and n{@é,disadvantages to a company for outsourcing its internal audit
functions. @ (6 marks)
(b) Analyse the factors affecting the evolutio&@the auditing process from traditional auditing to modern auditing,
@ (6 marks)
O (Total: 20 marks)
o
QUESTION THREE
(a) ISA 300-Planning an Audit of Financial Statements, provides guidance to auditors. Planning an audit involves
establishing the overall audit strategy for the engagement and developing an audit plan. Adequate planning of an audit
benefits the audit of financial statements in several ways.
Required:
(i) Explain the importance of audit planning. (5 marks)
(ii) Discuss the matters you would consider and the work you would carry out in planning the audit. (8 marks)
(b) Explain the purpose of an engagement {etter and list its contents. . (7 marks)

(Total: 20 marks)

QUESTION FOUR

(a)

(b)

(i) Explain four financial statement assertions relevant to classes of transaction and events for the year under
audit. (4 marks)

(ii) For each identified assertion above, describe the substantive procedures relevant to the audit of revenue.
(4 marks)

Describe substantive procedures you would perform to obtain sufficient and appropriate audit evidence in relation to:

(i) Suppliers statement reconciliation. (4 marks)
(ii) Bank reconciliation. (4 marks)
(iii) Accounts receivable. (4 marks)

(Total: 20 marks)
AD34 Pilot Paper Page 1 Outof 2




QUESTION FIVE

(a)
(b)
(©

Explain five components of an internal control syster. o ‘ (10 marks)
Outline five matters which are included in the “introductory péragraph” of an auditor’s report. (5 marks)

In addition to performing the normal audit, it is customary for an audit firm to provide other services to its client
especially when the client is a private company.

Required:
Explain the measures that an auditor should put in place to safeguard his independence when providing other services
to his client. o ‘ v (5 marks) .

(Total: 20 marks)

........................................................................................................ .
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