Mock Examination May 2007
Organized by Parveen Sharma
Courtesy:  Surbhi Bansal
CA PE-II – AUDIT 
Time Allowed: 3 Hours 
Max. Marks: 100
Q.1. and Q.2. are compulsory.  Do any 4 from the rest

Q.1.
State your views on the following :

(a)
A Company had acquired a 10 Ton delivery van valued at Rs.6.5 lakhs on instalment basis from a dealer. During the year, the Company paid Rs.1.5 lakhs being the instalment for the year and provided depreciation on the said amount paid. As an Auditor, comment on the above situation
.[4 marks]

(b)
A senior assistant of X & Co. Chartered Accountants drew up his audit programme without evaluating the Internal Controls of T Ltd. When the Partner asked the reason, he stated that the controls were developed by the General Manager (Finance) of T Ltd., who is also a Chartered Accountant and who had written a few books on “Internal Control” and, therefore there was no need to review the said area. State your viewpoints.
[5 marks]

 (c)
A Ltd., a Chemical Company, while valuing its Finished Stock at the year end, wants to include interest on Bank Overdraft as an element of cost, for the reason that the Overdraft has been taken specifically for the purpose of financing Current Assets like Inventory and for meeting day-to-day Working Expenses. Give your views.
[5 marks]

(d)
A sum of Rs.1,00,000, which is considered material, received as compensation for a breach of contract of sale from a customer, is included in the current year’s Sales Turnover. How will you, as Statutory Auditor, deal with the above in the audit of a limited Company engaged in the manufacture of textiles, for the year ended 31st December, in the context of disclosure requirements ?
[4 marks]

Q.2.
(A) The Directors of P Ltd. Want to transfer to the Profit and Loss Account, a large sum lying in Unclaimed Dividend Account. The dividends remained unclaimed over the last three years. As an Auditor, how you would react to the above situation ?
[5 marks]

(B)
No Annual General Meeting (AGM) was held for the year ended 31st March, 2007, in XYZ Ltd. Mr. A is the Auditor for the previous year. Advise whether he is continuing to hold office for current year or not.
[4 marks]


(C)
The Company Auditor does not agree with the affirmations in the Financial Statements. Give your views.
[4 marks]


(D)
The Auditors of ABC Ltd. Issued a Qualified Opinion about the truth and fairness of the accounts of the Company for the year ended 31:03:2007. they typed out the matters of qualifications in a bold font so as to invite the attention of the readers to them. The Board objected to it and required them to be typed out in the same normal font as other paras of the report appear. Comment. 
[5 marks]
Q.3. 
(A)
What are the points, which you as an Auditor would look into while auditing the accounts of a Hospital ?
[10 marks]


(B)
Explain the concept of Propriety Audit
[6 marks]

Q.4.
(A)
CARO is applicable to all companies. Comment.
[4 marks]


(B)
Explain the concept of unqualified report.
[4 marks]

(C) Explain, as Auditor, how would you verify the dividend.
[8 marks]
Q.5.
(A)
State the Principal contents of terms of audit engagement as per AAS-26.
[8 marks]


(B)
Auditor’s duties with respect to attendance at physical inventory counting.
[8 marks]

Q.6.
(A)
Explain the following :

i. Auditing around the computer.
[4 marks]
ii. Auditing through the computer
[4 marks]

(B)
How would you vouch/verify the Land and Building.
[8marks]
Q.7.
(A)
Explain the concept of Audit Evidence ? What are the methods by which it is obtained ?
[10 marks]

(B) Audit Opinion is not an assurance as to the future viability of the enterprise or the efficiency or effectiveness with which management has conducted the affairs of the enterprise.  Comment.
[6 marks]
Q.8.
Write Short Note (any four)
[16 marks]

(a) Audit Risk

(b) Methods of Sampling

(c) Fundamental Accounting Assumptions

(d) Cash in transit

(e) Cut off procedures

