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                 TIME: 2 HOURS
INSTRUCTIONS:   
ANSWER QUESTION ONE (COMPULSORY) AND ANY OTHER TWO QUESTIONS

Question One (30 Marks)
a)
Briefly explain the following terms:





(10 Marks)


(i)
Audit risk


(ii)
Internal control


(iii)
Internal audit


(iv)
Control risk

b)
Assume that you have been appointed a statutory auditor of Mumias Sugar Company.  Explain the type of audit evidence you may use.



(10 Marks)

c)
As a student of accounting explain the reasons as to why a business entity should have its books audited by a Qualified Certified Accountant.



(10 Marks)

Question Two (20 Marks)
a)
Briefly state and explain the common classes of a modern audit.

(10 Marks)

b)
The work of an auditor is guided by rules of professional conduct.  Briefly explain circumstances where independence of an auditor may be comprised.
(10 Marks)

Question Three (20 Marks)
a)
An engagement letter is an important document in so far as auditor client relationship is concerned.  By explaining what an engagement letter to briefly explain issues addressed in this letter?








(10 Marks)

b)
The auditor should obtain sufficient and appropriate evidence through performance of compliance and substantive procedures.  Explain any four (4) assertions for which audit evidence is sought?







(10 Marks)

Question Four (20 Marks)
a)
As an auditor explain any four (4) techniques you may employ when carrying out audit procedures.








(10 Marks)

b)
The law is specific on who can appoint a statutory auditor.  Briefly explain the circumstances that may lead to the removal of a statutory auditor.

(10 Marks)
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