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GENERAL COMMENTS 

 
The paper was fair in that it  covered a wide range of topics from the syllabus.  
While some quest ions required straight recall knowledge and comprehension, in 

others the bulk of marks were to be obtained from application of accounting 
knowledge to the audit process.  

 

The performance was generally better than that achieved in the previous 
sessions.  Some candidates performed poorly because they had very poor 

background knowledge of accounting.  Some failed to grasp the requirements 

of the quest ions and lost direction by giving wrong answers.  Other candidates 
failed to obtain a pass mark, not because they were entirely ignorant of the 

quest ion requirements, but because they failed to communicate their ideas 
clearly enough to the examiner. Well prepared candidates scored high marks, 

while a good number demonstrated inadequate preparedness or lacked 

adequate knowledge of the subject matter.  Many candidates failed to earn 
good marks either because of poor presentation or poor language proficiency, 

or failure to fully understand the quest ion requirements. 

 
As usual, some candidates wasted so much t ime, by giving unnecessarily long 

background to the quest ions, including repeating the quest ions, giving more 
items than necessary, even where requirements had clearly indicated the 

number, only to show signs of panic towards the end by simply list ing ambiguous 

phrases.  
 

COMMENTS ON INDIVIDUAL QUESTIONS 
 

QUESTION 1 

 
The quest ion was on the application of integrated computerized accounting 

systems comprising the sales ledger, purchases ledger and nominal ledger.   
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Part (a), which required candidates to state the benefit  and risks of using such a 

system, was generally well answered although some candidates repeat ed their 
answers in different ways such as saying using quick, fast  or saves t ime in 

different instances. Other candidates provided the advantages and risks from 
an auditor’s perspective and not a general computerized accounting system as 

the quest ion required them to do. 

 
In part (b), the candidates were asked to explain controls expected over 

access to the retrieval of information in (i) and updating of t ransaction files and 

standing data in (ii).  In both cases some candidates gave answers which were 
too brief such as simply list ing: use of passwords, aut horizat ion or segregation of 

dut ies, without elaboration.  In addit ion, the quest ion asked the candidates to 
describe the controls over “purchase” system controls.  However, the 

candidates talked about the general controls over an entire computerized 

system.  It  was also noted that a few candidates did not understand the word 
“retrieval”. 

 

QUESTION 2 
 

The quest ion was on the audit engagement process.   
 

Part (a) required the candidates to explain the need for an audit.  Some 

candidates simply listed; financial statements might contain misstatements, 
there could be fraud, the company may not be a going concern etc, rather 

than explaining the assurance or degree of confidence or enhancement of trust  
that the audit would build between directors on the one hand and shareholders 

and other users of financial statements on the other. 

  
Part (b) asked the candidates to explain how an auditor is appointed.  Many 

candidates simply concentrated on the appointment by shareholders in an 

annual general meeting, and went all the way to the engagement letter.  They 
completely ignored other circumstances such as appointment by directors for 

the first  auditor of the company or to fill a casual vacancy, or appointment by 
the registrar of companies in certain circumstances when shareholders have not 

appointed one. 

 
In part (c), many candidates failed to elaborate three key eligibility criteria for a 

person or firm to be appointed auditor.  The criteria include qualificat ions, 
membership of a relevant professional body and independence from the 

company.  It  is worth mentioning that the candidates’ overa ll performance in 

the quest ion was sat isfactory.  The quest ion recorded the very good scored. 
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QUESTION 3 
 
The quest ion was on statutory and non-statutory audits and other services that 

are generally provided by an auditor or a public accountant.   
 

Part  (a) required the candidates to compare and contrast a statutory and non-

statutory audit .  Many candidates only gave two points, one difference and one 
similarity.  In other cases candidates confused a non-statutory audit  for an 

internal audit . 

 
Part (b) required the candidates to state four other services that may be 

rendered by public accountants.  A few candidates simply restated procedures 
involved in an audit, such as carrying out analyt ical procedures, audit  risk 

assessment, rather than issues such as preparation of tax returns or preparation 

of financial statements.  These are dist inct services from an audit. 
 

Part (c) was a short scenario where auditors have queried directors of the 
company because the financial statements that are being audit ed do not 

contain the cash flow statement. The directors think the cash flow is not 

important.  Some candidates went straight into stating that the company in 
quest ion had on going concern problem, rather than explaining why they 

should be concerned if a set of financial statements lacked a statement of cash 

flows. Candidates were expected to apply their knowledge gained from 
Accounting/1, that a complete set of financial statements comprises five 

elements: statement of comprehensive income, statement of financial posit ion, 
statement of changes in equity, the cash flow and notes to the financial 

statements.  Without the cash flow, the financial statements are incomplete.  A 

few candidates rushed to conclude that there was fraud, which was not 
correct.  The candidates were also expected to explain what type of opinion an 

auditor would give if the directors refused to accept the auditors’ advice to 

include a cash flow statement.  Candidates were expected to state whether or 
not the omission of the cash flow statement is so serious that it  warrants an 

adverse or a disclaimer of opinion. 
 

QUESTION 4 
 
Candidates correctly explained the provisions of the confidentiality principle in 

part (a)(i).  However, some failed to state the five exceptions to these provisions 
in part  (ii).  They simply listed illegal activit ies that a client may be involved in for 

the auditor to disclose to appropriate third parties, rather than stat ing other 

circumstances such as; to protect the auditor’s own interests or those of the 
general public or in due process of law etc.  

In part (b), except for a few, candidates were able to state addit ional principles 

to the confidentiality principle in the code of ethics.  However, some mentioned 
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the circumstances that may affect the auditor’s independence.  In addit ion, 

some explanations were not detailed enough to merit  full marks.  
 

QUESTION 5 
 

The quest ion was on audit evidence.   

 
In part (a) most candidates sat isfactorily defined audit evidence but failed to 

properly explain the factors that enhance the usefulness of audit  evidence such 

as documentary evidence being more reliable than oral evidence, primary 
evidence being better than inferred evidence etc.   

 
In (b) some candidates gave benefits of audit  planning rather than the 

importance of documenting audit work. 

 
In part (c) candidates provided good examples of information that should be 

retained in the auditor’s permanent file.  However, they failed to explain why 
such information should be retained  in that file.  Some candidates listed 

inappropriate information such as; a copy of financial statements being 

audited, weaknesses discovered in internal control.  Many candidates did not 
know what a permanent file was, who owned and maintained it . 

 

In part (d) candidates demonstrated limited knowledge of standardized working 
papers.  They confused them with automated working papers.  A good number 

also missed the key fact that although standardized working papers are easy to 
complete or maintain, they encourage a mechanist ic approach to audit work 

and reduce the auditor’s ability to apply judgment where and when necessary. 

 

QUESTION 6 
 

The quest ion required the candidates to state the appropriate audit procedures 
required to verify various items in the financial statements.  Most candidates did 

not give sat isfactory explanations.  A candidate could, for example, state; verify 
existence of land and buildings, verify valuation of share capital, without 

elaborating how, or merely gave inappropriate answers such as; physically 

inspect the reserves, check the reserves with the company’s bank etc.  It  was 
apparent that the candidates do not know what reserves and share capital are. 

 

QUESTION 7 
 

Most candidates were able to explain the “t rue and fair view” in part (a) and 
gave various circumstances under which an auditor may issue a modified 

opinion in part (b) of the quest ion. 

 



5 
 

Some of them had problems in applying the theory and to give appropriate 

advice and opinion in part (c).  Good candidates were able to appreciate that 
a material debtor’s balance of K45,000 (more than 50% of a net profit  of 

K89,500) should have been written off and the net profit  appropriately adjusted 
in (i), while others felt  it was immaterial as it  was only 7% of total receivables of 

K580,000 and issued an except  for…… opinion rather than adverse opinion 

which was more appropriate.  In the non-disclosure of K250,000 that a director 
had owed the company for over half a year, which has since been repaid, 

some candidates stated that this was an outright fraud and gave an adverse 

opinion, when in actual sense it  should have been an except  for ……… opinion. 

 

CONCLUSION 
 

Candidates should be reminded of the importance of following instruct ions.  

They should appreciate the fact that where the examiner has not specified the 
number points to be given, they should be guided by the marks allocated to 

that part of the quest ion and their background knowledge of the subject 
matter. They should also be aware that where they attempt more quest ions 

than specified or give more points to a quest ion (or part of a quest ion) than 

specified by the examiner, only the first  specified number will be marked.  
Although candidates are free to start with any quest ion, their work should be 

methodical, i.e. spreading parts of quest ions throughout the answer booklet  is 

improper.  It is better to skip spaces for parts of the quest ion for which they are 
not sure of answering yet and return to them later, subject to t ime availability. 

Candidates are required to comply with instruct ion requiring them to start  an 
answer to each quest ion on a new page.  This is consistent with the mark 

recording system.  Writ ing different parts of more than one quest ion makes 

following and aggregating marks difficult  and may lead to loss of marks.  
  

Candidates may also encounter some quest ions which require practical 

application of accounting skills to properly art iculate them.  To this effect, figures 
may appear from t ime to t ime. The examiner recommends that candidates 

bring a calculator into the examination room, just in case they need it  to do 
calculat ions for analysis of the given information to make conclusions. A typical 

example would be a quest ion dealing with an analyt ical procedure, materiality 

and audit report ing. 
 

 
 

 

 


