






















































































































































































risks occurred rare ly in audit und er t he com puter-based accounting system 

environment as result of absence of IT related training for auditors and only 8% of the 

respondents revealed that ,audit risk did not occurred due to lack of IT-related training 

for an auditors. As the respondent's comments lack of IT-related training for auditors is 

the potential sources of audit ri sks in carry out audit und er IT-based accounting system 

environment in Addis Ababa. 

4.3.5. Disappearance of Audit trial in IT-Based Accounting 

System Environment 

Th e participants we re requ ested thi s question to id entify the occurren ce and impacts of 

disappeara nce of aud it tri al on th e level of audit ri sk in their clients adopted IT-base 

accounting system . Accordingly, about (64%) of the respondents revea led that audit 

risk occurred ve ry often due to disa ppearance of audit trial in audit under IT-based 

accounting syst em environment, while merely (28%) of the respondents discl osed that 

audit risk happened rarely due to disappea rance of audit risk in a such environment. In 

on e hand, (8%) of th e respond ents indicated that audit ri sk never occurred because of 

absence of audit trial. Th e respond ents' op inion revealed that disappearance of audit 

tri al in audit und er computerized accounting information system is a sign ificant source 

of audit ri sk in Add is Ababa . 

4.3.6. Lack of client's Staffs Training in IT-Based 

Accounting System 

The participa nts were asked to reveal their op inion concerning th e occurrence and 

in fluence of lack of cl ient's staffs training in IT on audit risk in audit und er IT-based 

accounting system. About 62% of the respondents indicated that, audit risk happened 

ve ry often due to lack of client' s staffs training related to IT, whe reas. 28% of the 

respondents revea led that aud it ri sk occurred rarely in their clients due to absence of 
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client's staffs training in IT-based accounting system and few (10%) of the respondents 

shown that audit risk did not occurred in their clients due to lack of IT training for 

client's staffs. Insight of the respondent's opinion, lack of client's staffs training in IT­

based accounting systems is the major sources of aud it risks in such environment. 

4.3.7. Weakness of client's Internal Control in IT-Based 

Accounting System Environment 

The respond ents were requ ested this question to tell the frequency of audit risk due to 

weakness of cli ent's internal control in computerized accounting system and its imp acts 

on the aud it ri sks in such environment. It is observed that merely 56% of the 

respondents indicted that, audit ri sk occu rred very often, whi le 30% of the respond ents 

believed that audit risk happened rarely as a result of weakness of client's internal 

control in IT-based accou nting system environment. Further more, 14% of the 

res pondents believed that, wea kne ss of client's internal control did not cause audit ri sk 

in such environment. As the participants indicated weakness of client's internal control 

in IT-based accounting system is the major sources of audit ri sks in th eir client's. 

4.3.8. Unsuitable Audit Approach in Computerized 

Accounting System Environment 

The participants were asked this question to identify the occurrence and the impacts 

of applying unsuitable audit approach on audit risk in performing aud it under this new 

atmosphere. The above table shown around half 52 percent of the respondents 

observed that audit risk occurred very often due to inapp ropriateness of audit 

approach during carryout audit in IT-based accounting environm ent, whereas 38 

percent of th e participant believed that audit risk arise as a result of applying 

unsuitabl e audit approach and just 10 percent of the participants point out that 

adopting of inappropriate audit approach is did not cause audit ri sk in audit under the 
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comp uter based acco unting system . Th e resu lt shows that use of unsuita ble audit 

approach in IT-based accounting syste m is the significant ca uses of audit risk in Addis 

Ababa. 

4.3.9. The Audit Firms Financial Cost concern in Computer­

Based Accounting System 

To know the participants view regarding th e impacts and freq uency of audit firm 

fin ancia l cost co ncern on the level of aud it ri sks in an IT-based accounting syst em the 

researcher was as ked thi s question . Th e results explain that 40 percent of the 

responde nts point out th at the audit ri sk take place very often beca use of the audit 

f irm financia l cost concern, while 22 percent of the respondents observed that th e 

audit ri sk ari se rarely as result of audit firms financial cost concern , whereas merely 

38% of th e parti cipants poi nt ou t th at the aud it ri sk did not occurred due t o audit firm s 

financia l cost concern in th ei r firms during audit under th e IT-based accounting system 

environment in Addis Aba ba. As th e respondents explain the audit firms financia l cost 

concern is one of t he factor th at affect audit ri sks in computer-based accounting 

system environment in Addis Ababa. 

4.3.10. Auditors' Incompetence in a Computerized 

Accounting Information system 

The respondents were asked to point out the occurrence and the impacts of auditors' 

in competence on audit ri sk in audit under IT-based accounting system environm ent. 

The result show that 42 percent of the respondents expressed belief th at audit ri sk 

happened very often a result of auditors in competence in compute rize ~ accounting 

system, while 28 percent of the participant shown that audit ri sk happened rarely as 

result of in com petence of auditors in such environment. However, (30%) of the 

parti cipa nts believed that audit risk did not t ake at all because of thi s factor '(AIS. 
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The study revealed that incompe tence of auditors in computerized accounting information system is 

the sources of audit risk to some extent. 

4.3.11. Security Breaches and Virus in Computerized 

Accounting Information System 

Th e participants were asked to point out the impacts and the frequency of security 

breaches and viru s on audit ri sks in IT-based accounting information system. So that, 

about 32% of the respondents observed that audit risk occurred very often as results of 

security breaches and virus, while 20% of respondents expressed that audit risk 

happened rarely because of security breaches and computer related vi rus. In other 

hand, merely arou nd half (48%) of the respondents believed that audit risk did not 

occurred due to this factor in IT-based accounting system environment. As responded 

by the participants security breaches and virus were not the significant sources of audit 

risk in computerized accounting information syste m environment in Addis Ababa. 

4.3.12. Accidental Entry of Bad Data by Employees of the 

clients in IT-Based Accounting Environments 

To assess the impacts and the frequency of accidental entry of bad data by employees 

of the cli ents, on audit risk the respondents were asked thi s question. The table above 

indicated that just 26 percent of the respondents observed that the audit risk is 

occurred very often due to this factor, where as 56 percent of the respondents shown 

that it happened rarely due to accidental entry of bad data by employees of the cli ents 

and on ly 18% of the participants revealed that audit risk didn't occurred as result of 

accidental entry of bad data by employees in dealing with computerized accounting 

information systems environment. The result point out that, accidental entry of bad 

data by emp loyees of the client's in IT-based accounting information system is not the 

major sources of aud it risk in Addis Ababa. 
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4.3.13. IT-Related Fraud in Accounting Information System 

Environment 

The resu lt revealed th at about 20 percent of the respondents indicated that audit ri sk 

occurred very often due to IT-related fraud, where as half (50%) of the respond ents 

obse rved that audit ri sk hap pened rarely as a resu lts of computer related fraud and 

only 30% of the respondents disclosed that audit ri sk didn't occurred at all due to 

computer related fraud in audit under the IT -based accounting system environment. 

As in dicates by th e parti cip ants' compute r related fraud is not the potential sources of 

audit ri sk in IT-based accounting information syste m environm ent in Add isfbaba. 
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Chapter Five 

5. Summary of Finding, Conclusion and Recommendation 

5.1. Summary of Finding 

Several shocks of computerized accounting information system on audit risk was 

expanded based on previous studies (for instance, Ariwa and Eseimokumoh, 2008; 

Abdullah Muhammad AI-Fehaid, 2003; Abu-Musa, 2005) and other cruci al literatures in 

this research paper. Furth ermore, some of these factors were recommended and 

included to be explored for the first time in Add is Ababa . The study discovered that, a 

li ttle bit opposing to th e review of related literature that concern ing under state 

problems, which related w ith performing audit function under CAIS environment in the 

study area. For instance, security breaches and virus, unauthorized access to data and/ 

system by outside hackers, natural disasters ,interception of data transmi ss ion from 

remote location(Abu-Musa,2001,Zing ling Fing,2007,Da llas,1999). IT related fraud AI­

Fehaid,2003,Abu-Musa,200S,Brendard and Biggs,1991,Senthivelmurugan ,2002). 

It is worth mentioning th at, this paper is also different in the sense that it indicates th e 

following f indings associat ing to the significant problems/risks related with auditing in 

IT-based account ing system in Add is Ababa. Posting and coding problem, use of old 

comp uter and lack of und erstanding the relation between in put and out put. 

The findings of this study sign ifi ca ntly sim ilar w ith risk indentified in prelimina ries study 

in review of related literature that associat ing with auditing in computerized 

accounting information systems environment. Acco rdingly the major result of this 

paper depicted as follows. These are; majority of the representatives of all private audit 

firm se lected for th e study indicated that, most of their clients we re adopted 

Computerized Accounting Information Systems in their businesses even though the use 
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of the system in Addis Ababa is in its infancy. So that, th is result maintains the 

researchers' confidence concerning the importance to look into the utilization of 

computerized accounting information systems by their clients and its impacts on the 

level of audit risk in Addis Ababa. 

Most of the aud it firms in Addis Ababa were used audit around the computer during 

audited under computer -based accounting environment. This approach alter audit risk 

significan tl y because the term itse lf indicate that internal softwa re of th e computer is 

not documented or audited by the auditor, but the input into the comput~r are agreed 

to the expected outputs to the computer; the actual computer files and programs are 

not tested and where errors are found it difficult or even im possible t o determine why 

those errors have occurred. 

Most of private audit firm and their client's in Addis Ababa used both computerized and 

paper based accounting system. Furthermore, majority of the client 's were implement 

stand -a lone or simple accounting systems in th eir business, where as mere ly few of 

them adopted integrated (complex) computerized accounting system. 

There is shortage of information systems specia lists and auditors qualified in 

account ing and audit software in th ese audit firms wh ich has potent ial impacts on 

leve l of aud it ri sk because lack of these thin g might be alter fo r exa mple, detection 

ri sks, inh erent ri sk and control risk according to previous researches in the review 

literature. 

Audit risks conSiderably changed due to problem associated with adopting 

Computerized Acco untin g Information system in their business .For example, lack of 

back up data, lack of computer related training for both auditors and client's staffs; 

' lack of documentation; management overrides or alteration of data by management, 

unsuitable audit approaches, lack of knowledge and skill related to audit software, 

complexity of the systems ;firms and client financial cost concern; lack of segregation of 

duties; absence of implementing advanced audit software; lack of awareness of the 
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issue, prob lems and risk associated w ith the system; weakness of clients' interna l 

control systems; and disa ppearance of audit trial are the major problems that result 

ari sing of audit ri sk in such environment. 

5.2. Conclusion 

Based on th e re sea rch findings in chapter four, concerning the audit firm profile and 

the objective as we ll as th e major research question th e researcher forward ed the 

follow ing conclusions. 

On Audit firm profile 

Th ere is direct relationsh ip between the firm size and grade as indicate in data analysis 

and presentation ,For example, firms that have high (A) grade are also large in size "B" 

grad e are med ium size and "C" are small in size. In addition to thi s, large "and medium 

audit firms are better th an small in having qualified and experienced accounting 

professional and in format ion specialist . In using new accounting as well as audit 

software and performing audit function in computerized accounting information 

system environment. On the other hand, it can be exp lain ed that, most of th e clien t' s in 

Add is Ababa we re adopted computerized accounting information system. 

On the problems, risks and factors associated with the audit firm's clients' 

in computerized accounting systems and its impacts on audit risk in Addis 

Ababa. 

It was stated in Chapter one that, the major question that needs to be answered is, 

whether th e leve l of audit ri sk has altered after implementing Computerized 

accounting information system by cl ients of aud it f irms in Addis Ababa . Based on the 

research findings that have been discussed in chapter four, it can be concluded that 

the implem entation of computer-based accounting systems by clients in Addis Ababa 

has contributed to raising the audit risk. This can be explain ed on the on e hand, by the 

ex isten ce of a number of risks, problem s and issues in the clients' IT-based accounting 
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environment, such as the unsuitability of clients' accounting softwa re; the lack of 

competence of clients' staff in dealing with IT-based accounting systems; the 

weaknesses of clients' internal control systems in such an environment; lack of back up 

data; wrong entry of data by client staffs'; lack of awareness of problems associated 

w ith the system; complexity of the syste m; lack of segregation of duties in clients' 

business; lack of understanding th e relationship between input and out put in such 

environment; and reducti on of clients' internal control systems in computerized 

accounting system environment. 

On the other hand, there exist certain factors related to audit firms that influenced 

audit ri sk in such new environment. For example, unquali f ied to aud it in a 

computerized accounting environment, particularly, in app lying an inappropriate audit 

approach(audit around the computer) for evaluating the reliability of IT-based 

accounting systems together with a lack of competence of auditors in auditing such 

systems; audit firm financial cost concern and lack of IT training for auditor in such 

environm ent. Accordingly, thi s condition indicates that the possibility of audit risk in 

such an environm ent is high to certain extent. 

5.3. Recommendation 

Based on research findings and conclusion, the researcher forwarded the followi ng 

suggest ion s: 

~ It is preferable that parties in IT-based accounting system implement advanced audit 

and accounting software to such as CAAT and GAS to minimize audit risk t hat results 

from applying unsuitable and unreliable audit approach. 

~ The effective way to invest to the staff who audit under computerized accounting 

information syste m in the form of training is better than focusing on financial cost. 

~ Audit firms and their clients are responsible to allocate activities among their staffs 

to eradicate or minimize audit ri sk that is due to lack of segregation of duties. 
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r It is important for the parties in (AIS to apply new audit style such as audit throu gh 

and with comp uter to react to problems associated w ith auditing around the 

computer. 

> To overcome th e drawbacks of each method, it is suitable for those responsibl e 

bod ies to adopt both integrated and stand alone computerized accounting 

information system 

> Th e right way for pract itioners who aud it in IT-based account ing system 

environment are paying due attention on t hose factors significantly alters the audit 

risk. For example, lack of t heir client staff training; incompetency of cli ent staff; 

reduction clien t in terna l control system; lack of awareness of th e problems and risk 

associated w ith sing the system. 

> The better way for researchers who are w illing to cond uct research in (AIS is to 

investigate and eva lu ate other factor that ca n alter audit risk associated with adopting 

computerized accounting inform at ion system. 

> Finally, parties in IT-based accounting system has to try their best to reduce 

variables that contributed to audit ri sk such as lack of segregation of duties, 

inco mpetence of cl ient staff, lack of documentation, loss of data due to absence of 

backup data, comp lexity of the system, aud it around the computer, lack of IT t rain ing 

for auditor, disa ppearance of aud it trai ls, audit firm f inancia l cost concern, accidenta l 

entry of bad data by employee, weakness of cli ent internal contro l system and 

unsuitable aud it approach. 
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Appendix 1 

Questionnaires 

The study seeks to determine from practicing Auditors how they deal with 

computerized accounting information system and how the system affects the audit 

process. Responses have been handled in the strictest confidence and no comments 

have been attributed to individuals or firms. 

Part 1. General information 

Th e main aim of this part is to gather general inform at ion about th e nature of your IT­

based acco unting system s. 

1. In which category is your firms included? 

A. Small B. Medium C. Large 

2. How many accounting professional have taken accounting related computer application, 

for examp le, Peachtree ... ... .................. ? 

3. How many information system specialists are in your firm? 

A.l-s B.6-10 C.11-1s D.16-20 E. More 

4. How many years of experience do you have at your current position? __ _ 

5. Your firms accounting system is? 

A. Only manual B. computerized C. Both 

6. What types of IT-based accounting systems do your clients have? 

A. Stand-alone accounting systems (Simple) 

B. Fully integrated IT-based accounting systems or databases (Complex) 

C. Both of them 

7. Is your organization's typical style to audit primarily? 

A. around the computer B. through the computer C. with the computer 

8. To what extent do you believe that accounting software is reliable to your firm and 

cI i e n t? ------------ ----------------------- -----. 
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9. What is the proportion of the audit clients that your firm is responsible for? 

A. 1-50 B.51-100 C.101-150 0.151-200 E. More 

10. In relation to you r response to question number 7, please give an estim ate 

percentage of your cli ents who have computerized accounting information systems--------

Part 2: Problems related with Clients computerized accounting information system. 

1. Has the use of IT-based accounting information system in client that you audit 

affected the level of aud it risk? 

A. Yes B. No 

If your answer is yes, answer question number 2 

2. In your opinion what are the im pact of computerized accounting information system 

on the leve l of aud it risks? 

3. Has audit risk considerab ly changed after im plementing IT-based accounting 

information system? 

A. Yes B. No 

4. Has the use of IT-based accounting syst ems by clients influ enced your firm 's audit 

approach? 

A. Yes B. No 

5. Which contro l environment was affected due to implementing CAIS? 

A. Ge neral control B. Application control 

6. Could external aud itors can rel y on the client's staff when they audit computer based 

accounting systems? 

A. Yes B. No 

If your answer is yes answer question number 7 

98 



7. Do you thin k thi s rel iance affect or might have t he auditor 's independence? 

A. Yes B. No 

Part 3. Assess ment of th e impact of computerized Accounting Information Systems 

Th e purpo se of thi s part is to investigate the main imp act of computerized accounting 

in fo rm at ion syste m on audit ri sk in th e Addis Ababa, and th e relative materi ality of 

each factor. Please, indicate th e freq uencies of each factor th at affect audit risk. Put (vl 

sign fo r your choice 

Potent ial problem associa ted w ith IT- Al t ern atives 
-

based accountin g system th at alter Very often Rarely Ve ry Not at all 

audit ri sk often rarely 

Securi ty breaches 

IT Related Fraud 

Lack awa reness of t he probl ems and 

ri sks associa t ed w ith th e syste m 

Unsuitab le aud it approach 

Incompetence of cli ent staffs' 

Acc id ental entry of bad data by 

employees 

Lack of cl ient 's staff training in IT 

The audit firm' s fin ancial cost concern 

Th e weaknesses the client 's intern al 

control syste ms 

La ck of IT t raining for audi to rs 

Disappea rance of the audit t rail 

Au di tor in co mp etence 

Lack of segregat ions of duties 
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