You are the audit manager in the firm of Lucy & Co and you are planning the audit of Square Ltd for the year ended 31 December 2019. The audit staff members are the same as in the previous year, apart from two new audit juniors. One has told you that they used to work for Square Ltd and the other has told you that his mother is the finance director. Square Ltd has been an audit client for the last 8 years, and a range of services has been provided during that period, including audit, tax advice and management consultancy. It is a tradition for the directors of Square Ltd to pay a summer holiday for the audit staff at the end of the audit as a "thank you" for all the hard work that is always done by the audit staff. Square Ltd has grown rapidly over the last three years and is now one of Lucy & Co’s biggest clients.

Required: 
a) Identify and explain FOUR ethical threats that exist for the audit of Square Ltd and suggest ways of safeguarding against these risks.
Note: Prepare your answer using two columns headed Ethical Threats, and Safeguard respectively. The total marks will be split equally between each part.
(12 Marks)
b) Describe the situations where an external auditor can, or must, disclose confidential information about a client.
(8 Marks)
(Total 20 Marks)

