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I. (22%) According to the SAS in Taiwan No. 43,  
1. What is the auditor’s responsibility to the risk of material misstatements due to fraud? 
2. How should the auditor response to the risk of material misstatements due to fraud? 
3. Evaluate the following risk factors (a) to (j).  For those mean the likelihood of fraud is higher, denote it 

with “Y”.  For those don’t mean the likelihood of fraud is higher, denote it with “N” (no).  e. g., 
 Y  Management knows of, but fails to correct, known control deficiency on a timely basis. 

 
(a) Management has a practice of conveying forecast information to analysts, creditors, and other third 

parties. 
(b) Turnover of management has been low throughout the preceding 5-year period. 
(c) Several claims against the senior management are outstanding alleging a violation of the securities 

laws. 
(d) The company has shown the ability to generate a positive cash flow from operations, while reporting 

earnings and earnings growth. 
(e) Rapid changes are occurring in the client’s industry, including rapid product development. 
(f) New accounting pronouncements have resulted in the issuance of audit reports that include 

consistency modification for many companies in the industry. 
(g) Significant bank accounts bear interest at relatively low rate in tax-heaven jurisdiction in which the 

company transacts no other business operations. 
(h) The company has a high degree of vulnerability to change in interest rates. 
(i) The company has outsourced a portion of the internal audit function. 
(j) Budgets, while realistic, stress the need to report positive earnings figures. 

Please organize your answers into the following table. 
1  
2  

(a) (b) (c) (d) (e) 3 
(f) (g) (h) (i) (j) 

 

II. (8%) State two reasons for the following two auditors’ choices, respectively. 
 1. The sum of all allocated tolerable misstatements exceeds the preliminary judgment of materiality. 
2. The test of control is omitted. 
Please organize your answers into the following table. 

 Reason1 Reason2 
1   
2   
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III. (10%) There are many types of cash embezzlement. 
 1. State the definition of lapping.  What is the most effective audit procedure to detect lapping? 
2. State the definition of kitting.  What is the most effective audit procedure to detect kitting? 
3. Which type of cash embezzlement is the hardest to be detected? 
Please organize your answers into the following table. 

 Definition the Most Effective Procedure to Detect
Lapping   

Kitting   

the Cash Embezzlement the Hardest to Be Detected  

 
 
IV. (60%) Multiple-Choice: Select the appropriate answer from those presented.  Please organize 
your answers into the following table. 

1.  2.  3. 4. 5. 
6.  7.  8. 9. 10. 

11.  12.  13. 14. 15. 
16.  17.  18. 19. 20. 

 

1. After an auditor has issued an audit report on a nonpublic entity, there is no obligation to make any 
further audit tests or inquiries with respect to the audited financial statements covered by that 
report unless 
a. material adverse events occur after the date of the auditor’s report. 
b. final determination or resolution was made of a contingency which had been disclosed in the 

financial statements. 
c. final determination or resolution was made on matters which had resulted in a qualification in 

the auditor’s report. 
d. new information comes to the auditor’s attention concerning an event that occurred prior to the 

date of the auditor’s report that may have affected the auditor’s report. 
 
2. When an auditor encounters a situation involving more than one of the conditions requiring a 

departure from a standard unqualified report, the auditor should modify his or her opinion for each 
condition unless one has the effect of neutralizing the others. In which of the following situations 
would the auditor not include more than one modification in the report? 
a. There is a material scope limitation, and the auditor is not independent. 
b. There is a material GAAP violation, and the auditor is not independent. 
c. There is a material scope limitation, and there is substantial doubt about the company’s ability 

to continue as a going concern. 
d. There is a substantial doubt about the company’s ability to continue as a going concern, and 

information about the causes of the uncertainties is not adequately disclosed in a footnote. 
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3. Grant Company’s financial statements adequately disclose uncertainties that concern future events, 

the outcome of which are not reasonably estimable. The auditor’s report should include a(an) 
a. modified unqualified opinion. 
b. standard unqualified opinion. 
c. “subject to” qualified opinion. 
d. adverse opinion. 

 
4. A company guarantees the debt of an affiliate. Which of the following best describes the audit 

procedure that would make the auditor aware of the guarantee? 
a. Review minutes and resolutions of the board of directors. 
b. Review prior year’s audit files with respect to such guarantees. 
c. Review the possibility of such guarantees with the chief accountant. 
d. Review the legal letter returned by the company’s outside legal counsel. 

 
5. Which of the following is not a reason why the auditor requests that the client provide a letter of 

representation? 
a. Professional auditing standards requires the auditor to obtain a letter of representation. 
b. It impresses upon management its responsibility for the accuracy of the information in the 

financial statements. 
c. It provides written documentation of the oral responses already received to inquiries of 

management. 
d. It provides written documentation which is a higher quality of evidence than management’s 

oral responses to inquiries. 
 
6. Hansen Corporation’s stock is listed on a national stock exchange and registered with the 

Securities and Exchange Commission. Hansen’s management hires a CPA to perform an 
independent audit of Hansen’s financial statements. The primary objective of this audit is to 
provide assurance to the: 
a. investors in Hansen Corporation’s stock. 
b. stock exchange. 
c. Securities and Exchange Commission 
d. management of Hansen Corporation 

 
7. Which of the following is not one of the principal CPA firm’s alternatives when issuing a report if 

a different CPA firm performed part of the audit? 
a. Issue a joint report signed by both CPA firms. 
b. Make no reference to the other CPA firm in the audit report, and issue the standard unqualified 

opinion. 
c. Make reference to the other auditor in the report by using modified wording. 
d. A qualified opinion or disclaimer, depending on materiality, is required if the principal auditor 

is not willing to assume any responsibility for the work of the other auditor. 
 



東吳大學九十七學年度碩士班研究生招生考試試題 
第 4 頁，共 6 頁 

系 
級 會計學系碩士班 考試 

時間  90 分鐘 
科 
目 審計學 本科 

總分  100 分 
 
8. Entries for dividend declarations and retained earnings appropriations are traced to the minutes 

book.  In determining the propriety of the distribution, the auditor should: 
a. establish that preferential or other rights of stockholders and any restrictions on dividend 

distributions have been recognized. 
b. establish the number of shares outstanding on the date of record and verify the accuracy of the 

total dividend declaration by recalculation. 
c. ascertain the propriety of the entry to record the declaration. 
d. review the minutes to provide evidence of stockholders’ equity transactions authorized during 

the year. 
 
9. To adequately plan the appropriate audit evidence to gather, the generally accepted auditing 

standards of USA require the auditor to gain an understanding of 
a. the entity’s procedural manuals. 
b. the entity’s organization charts 
c. the entity’s environment. 
d. the entity’s internal control. 

 
10. Which of the following statements is not true? 

a. Inclusion of an account receivable from a customer in the accounts receivable trial balance 
when there is no receivable from that customer violates the existence objective. 

b. Failure to include an account receivable from a customer in the accounts receivable trial 
balance when a receivable exists violates the completeness objective. 

c. The accounts receivable listing should include one total for all receivables from customers and 
officers. 

d. Individual accounts receivable on a listing of accounts receivable should be the same in the 
accounts receivable master file and the total should equal the general ledger control account. 

 
11. In estimating the total value of supplies on repair trucks, Baker Company draws random samples 

from two equal-sized strata of trucks. The mean value of the inventory stored on the larger trucks 
(stratum 1) was computed at $1,500, with a standard deviation of $250. On the small trucks 
(stratum 2), the mean value of inventory was computed as $500, with a standard deviation of $45. 
If Baker had drawn an unstratified sample from the entire population of trucks, the expected mean 
value of inventory per truck would be $1,000 and the expected standard deviation would be 
a. exactly $147.50. 
b. greater than $250. 
c. less than $45 
d. between $45 and $250, but not $147.50. 

 
12. When using monetary-unit sampling, evaluating the likelihood of unrecorded items in the 

population  
a. is unnecessary. 
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b. is impossible. 
c. is possible but difficult. 
d. is an automatic outcome of the process. 

 
13. If the size of the sample to be used in a particular test of attributes has not been determined by 

using statistical concepts, but the sample has been chosen in accordance with random selection 
procedures, 
a. no inferences can be drawn from the sample. 
b. the auditor has committed a nonsampling error 
c. the auditor may or may not achieve the tolerable exception rate at the acceptable risk of 

assessing control risk too low. 
d. the auditor will have to evaluate the results by reference to the principles of discovery 

sampling. 
 
14. What is an auditor’s evaluation of a statistical sample for attributes when a test of 100 documents 

results in four exceptions if the tolerable exception rate is 5%, the expected population exception 
rate is 3%, and the allowance for sampling risk is 2%? 
a. Accept the sample results as support for planned reliance on the control because the tolerable 

rate less the allowance for sampling risk equals the expected population exception rate. 
b. Modify planned reliance on the control because the sample exception rate plus the allowance 

for sampling risk exceeds the tolerable rate 
c. Modify planned reliance on the control because the tolerable rate plus the allowance for 

sampling risk exceeds the expected population exception rate. 
d. Accept the sample results as support for planned reliance on the control because the sample 

deviation rate plus the allowance for sampling risk exceeds the tolerable rate. 
 
15. An auditor searching for related party transactions should obtain an understanding of each 

subsidiary’s relationship to the total entity because 
a. the business structure may be deliberately designed to obscure related-party transactions. 
b. this may reveal whether transactions would have taken place if the parties had been unrelated. 
c. transactions may have been consummated on terms equivalent to arm’s-length transactions. 
d. this may permit the audit of intercompany account balances to be performed as of concurrent 

dates. 
 
16. The predecessor auditor is required to respond to the request of the successor auditor for 

information, but the response can be limited to stating that no information will be provided when 
a. predecessor auditor has poor relations with successor auditor. 
b. client is dissatisfied with predecessor’s work. 
c. there are legal problems between client and predecessor. 
d. predecessor believes that client lacks integrity. 
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17. Which of the following is an example of the concept of inherent risk? 

a. Audits with larger sample sizes are less risky than those with smaller sample sizes. 
b. Humans make more errors than computers; therefore, a manual accounting system is riskier 

than a computerized system. 
c. Loans receivable for a finance company are less likely to be collectible than those of a bank. 
d. Accounting systems with vouchers have many more controls built in, so the risk that there will 

be errors on the financial statements is reduced. 
 
18. An internal control narrative indicates that an approved voucher is required to support every check 

request for payment of merchandise. Which of the following procedures provides the greatest 
assurance that this control is operating effectively? 
a. Select and examine canceled checks and ascertain that the related vouchers are dated no later 

than the checks. 
b. Select and examine vouchers and ascertain that the related canceled checks are dated no earlier 

than the vouchers. 
c. Select and examine canceled checks and ascertain that the related vouchers are dated no earlier 

than the checks. 
d. Select and examine vouchers and ascertain that the related canceled checks are dated no later 

than the vouchers. 
 
19. In comparing (1) the adequacy of the hardware controls in the system with (2) the organization’s 

methods of handling the errors that the computer identifies, the independent auditor is 
a. unconcerned with both (1) and (2). 
b. equally concerned with (1) and (2). 
c. less concerned with (1) than with (2). 
d. more concerned with (1) than with (2). 

 
20. In the audit of notes payable, it is common to include tests of principal and interest payments as a 

part of the audit of the acquisitions and payment cycle because the payments are in the cash 
disbursements journal that is being sampled. It is also normal to test these transactions as part of 
the capital acquisitions and repayment cycle because 
a. it is not unusual for the auditor to duplicate a process, thereby gathering a larger quantity of 

evidence. 
b. replicating the evidence will provide the auditor with a higher level of assurance. 
c. the tests done in the acquisitions and payments cycle will look only at the cash credit side so 

the tests done in the capital acquisitions and repayment cycle will look at the debit side of the 
transaction. 

d. due to the infrequency of these transactions, in many cases no transactions involving notes 
payable are included in the sample tests of acquisitions and payments.  

 


