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TIME:  2 HOURS
INSTRUCTIONS:  Answer Question ONE (Compulsory) and Any other TWO Questions 
Question One (30 Marks)
a)
International standard on auditing 300 (revised) planning an audit of financial statements states that an auditor must plan the audit. Explain why it is important.
[10 marks]
b)
Explain your understanding of audit risk.
[5 marks]

c)
What is an engagement letter? What does it entail?
[15 marks]

Question Two (20 Marks)
The responsibilities of external auditors are not always well understood, especially with regard to the detection and reporting of hand. When external auditors provide non-audit services to their audit clients, it is essential that the auditors make a clear distinction between their audit and non-audit responsibilities.
a)
Explain the responsibilities of external auditors to directors and shareholders.


[5 marks]
b)
Describe the limitations of the external audit in relation to the detection and reporting of fraud.
[5 marks]

c)
Explain why it is essential for external auditors to be independent of their clients.


[5 marks]

d)
Explain the advantages and disadvantages of external auditors providing consulting services to their audit clients.
[5 marks]
Question Three (20 Marks)
The effect on audit is explained in paragraph 18. An audit can not obtained absolute assurance 

because there are inherent limitations in an audit that affect the auditors ability to detect material 

misstatements.
a)
State the respective responsibilities for financial statements of the management of the entity and of its external auditors.
[5 marks]

b)
Describe the inherent limitations facing auditors in undertaking their work.
[5 marks]

c)
Describe the significant types of judgments made by auditors.
[10 marks]

i. In gathering evident 

ii. Judgment made a opinion stage

Question Four (20 Marks)
Computer assisted  audit technique (CAAT) is very vital.
Required:

a)
Identify five audit benefits to be derived from using CAATS when carrying out testing of computer records.
[5 marks]

b)
Describe and give an example of five typical functions of an audit software interrogation programme.
[10 marks]

c)
Live four examples by which computers and information technology can be used to enhance the administration procedures and locitol and audit.
[5 marks]
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