QUESTION FOUR

“Audit evidence comes in many shapes and sizes, ranging from the relatively concrete to the very nebulous.  This is a fact of life in the audit environment.  Auditors must continually rely on their judgment and decision-making skills to arrive at the best answer to a broad array of decision problems under a wide range of conditions.”

Required:

a) An important aspect of audit evidence is its reliability.  Describe the criteria that auditors would use to assess the reliability of audit evidence, illustrating each criterion with a practical example.

 (15 marks)

b) Describe five areas within the audit where the auditor exercises a considerable amount of judgment in assessing evidence, indicating how judgment is involved.  Make reference to Generally Accepted Accounting Practice  and the Companies Acts as appropriate.

(15 marks)

