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RIARA SCHOOL OF BUSINESS
NURTURING INNOVATORS
MAY - AUGUST 2025 SEMESTER
EXAMINATION FOR BACHELOR OF BUSINESS ADMINISTRATION
DAY / EVENING PROGRAMME
RAC 401: ADVANCED AUDITING AND ASSURANCE

[bookmark: _GoBack]DATE: 6TH  AUGUST 2025							     TIME: 2 HOURS

GENERAL INSTRUCTIONS: 
Students are NOT permitted to write on the examination paper during reading time. 
This is a closed book examination. Text book/Reference books/notes are not permitted. 
SPECIAL INSTRUCTIONS: 
1. Write your REGISTRATION NO. Clearly on the answer booklet(s). 
2. Answer Question One and ANY other TWO questions.
3. Questions in all sections should be answered in answer booklet(s). 
4. Marks allocated to each question are shown at the end of the question. 
5. PLEASE start the answer to EACH question on a NEW PAGE. 
6. For the questions, write the number of the question on the answer booklet(s) in the order you answered them. 
7. Write your answers in paragraph form unless stated otherwise. 
8. Keep your phone(s) SWITCHED OFF at the front of the examination room. 
9. Keep ALL bags and caps at the front of the examination room and do not refer to any unauthorized material before or during the course of the examination. 
QUESTION ONE: COMPULSORY (30 MARKS)
(a) Neema & Partners has been in operation for over 15 years. The firm has a reputation for providing high-quality audit services to its clients and adhering to ethical and professional standards. The firm has received a request from a new company, Fadhili Ltd, to provide audit services for the first time. 
Required: 
Explain FIVE factors a professional accountant in public practice should consider before accepting a new audit client.							     (10 marks)

(b) Assertions are used by external auditors to evaluate the financial statements of an entity. These assertions are statements that represent the responsibilities of the management in relation to the financial statements. External auditors use assertions to assess the accuracy and completeness of the financial statements and to determine the level of risk associated with them.
Required: 
Discuss TWO assertions under each of the following headings in (i to iii) that can be used by the auditors relating to: 
i) Income Statement								       (4 Marks) 
ii) Statement of Financial Position						       (4 Marks) 
iii) Presentation and Disclosures						       (4 Marks)

(c) The provisions in ISA 570: Going Concern deal with the auditor’s responsibilities in relation to management’s use of the going concern basis of accounting in the preparation of the financial statements. 
Required: 	
Evaluate FOUR potential indicators that would cast doubt in the mind of the external auditor concerning the going concern status of a company				       (8 Marks)
QUESTION TWO
There is a growing demand in both the public and private sectors for professional accountants to provide assurance on a variety of subject matters by expressing a conclusion regarding the quality or context of the subject matter.
Required:
a) Evaluate the FIVE key elements of an assurance engagement			     (10 Marks)
b) Analyze THREE potential threats to the independence of an accounting firm involved in an assurance engagement								       (6 Marks)
c) Outline TWO measures that could be taken by practicing auditors to reduce exposure to legal liability										       (4 Marks)
QUESTION THREE
a) Evaluate the FIVE fundamental principles The IESBA Code of Ethics requires accountants to adhere to										      (10 Marks)
b) Discuss FIVE components of an organizations internal control system		     (10 Marks)

QUESTION FOUR
Fourfold partnership is an audit firm. Fourfold is at the final stages of audit in the context of four clients. There have been problems in each of the clients and directors in each case refuse to adjust the financial statements or provide further evidence. So no further resolution is possible. The situation at each client is given below:
(a) Chu Limited
The above recognized a receivable of Kshs. 12 million in full in spite of clear evidence of an impairment at the year end. They did not provide for a bad debt despite the fact the customer went bust just after the year end. Profit was Kshs. 50 million.

(b) Nimbus Limited
The above made a very poor attempt to conduct their inventory count. You attended the inventory count. However, there was insufficient evidence that the stock valuation at Kshs. 10 million is accurate. Revenue was Kshs. 300 million and profit Kshs. 20 million.
(c) Miramee Limited
The above is a manufacturer and retailer. Roughly two thirds of the business is from manufacture and the other third is from retail. However, the financial statements exclude the manufacturing segment altogether. The financial statements present exclusively the retail segment as if it were the only business of the entity.
(d) JJ Limited
The above is a cash retailer. There is no system to confirm the accuracy of cash sales.
Required:
For each of the above outline the audit report opinion and the basis for each opinion  (20 Marks)
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