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GENERAL INSTRUCTIONS TO CANDIDATES

The question paper comprises two parts, Part I and Part I1.

Part I comprises Multiple Choice Questions (MCQs).

Part I comprises questions which require descriptive type answers.

Ensure that you receive the question paper relating to both the parts. If you have not

received both, bring it to the notice of the invigilator.

5. Answers to MCQs in Part I are to be marked on the OMR answer <nuet as given on the
cover page of descriptive answer book only. Answers to question: :n Part II are to be
writtén in the same descriptive answer book. Answers to MTQs, if written inside the
descriptive answer book or on Part-I Question paper will not be cvaluated.

6. OMR answer sheet given on the cover page of descripdve answer book will be in
English only for all candidates, including for Hindi rac ham candidates.

7. The bar coded sticker provided in the attend ance register, is to be affixed only
on the descriptive answer book.

8. You will be allowed to leave the examina.io.: hall only after the conclusion of the
exam. If you have completed the pancr tifore time, remain in your seat till the
conclusion of the exam.

9. ' Duration of the exanination is 2 hoars. You will be required to submit (a) Part I of
the question paper containirg N'CQs, and (b) the answér book in respect of
descriptive answer book with GiviR cover page to the invigilator before leaving the
exam hall, afier the conclus o of the exath.

10. The invigilator will gi. > you acknowledgement on Page 2 of the¢ admit card, upon
receipt of the above-r e.tioned items.

11. Candidate found cv; ying or receiving or giving any help or defying instructions of
the invigilators will be expelled from the examination and will also be liable for
further punitive action.

-l o o

PART -1II 70 Marks
1. Question papet comprises 6 questions. Answer Question No. 1 which is compulsory
and any 4 out of the remaining S questions.
2. Working notes should form part of the answet.

3. Answers to the questions are to be given only in English except in the case of
candidates Who have opted for Hindi Medium. If a candidate has not opted for Hindi
Medium, his/her answers in Hindi will not be evaluated.
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PART -1I

1. (a) APR & Associates, a Chartered Accountant firm, are appointed as the 4
auditors of Time Ltd. and Bakes Ltd. The volume and nature of
business of both the companies are entirely different. CA R is the
engagement partner for Bakes Ltd. CA P is the engagement partner for
Time Ltd. CA R formulates an Audit Programme for conducting the
audit of Bakes Ltd. He suggests CA P to use the samc audit
programme for Time Ltd. But CA P is of the opinion ¢ this audit

programme will not be useful for the audit of Time _C.

In light of the above, mention the matters t.a should generally be
considered while preparing an Audit Progiamme. Is CA P correct in

emaphasizing for a different Audit M1ogramme for Time Ltd. ?

(b) ABC & Co. are in the husincss of manufacturing toys. The stock 4
taking process has been dene by the company as on 31.3.2024. The
company has used 5{FU method for valuation of its inventories. The
cost of invent~tv as on 31.3.24 is ¥ 25,25,000/- and the net realizable

value of the inventory on the same date is ¥ 25,24,000/-.
The cost of inventory includes the following :

(1) Material purchase cost — ¥ 25,05,000/-

(2) Allocated tranqurt cost- T 18,000/7

(3) Abnormal wastage — ¥ 2,000/-

NRF2(H)
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The management seeks your advice in arriving at the value of
inventory to be shown in the financial statements of the company.

What should be the value of inventory in accordance with AS-2 ?

(¢) Mr. Z, at the time of appointment as an independent director in EF Ltd. 3
a listed company, came to know that the Companies Act, 2013 has
placed a greater emphasis on the effective implemeniition and
reporting on internal controls for a listed Company. He wnts to know
the responsibilities as casted under Companies Act, 2013 with regards
to Internal Financial Control for (1) L'irectors (2) Independent
directors and (3) Audit committee as pe. section 134(5)(e), 149(8) &

177(4) (vii) respectively of th» Ccmuanies Act, 2013.

(d) CA B, an auditor, after .22 completion of busy audit season, was 3
occupied in assembiing of final audit files of one of his client. First of
all, he started v+cparing various documents of that client and then kept
those documents in various folders. He was preparing documents as
well as audit file in paper form because he believed that it is
mandatory. He could complete documentation as well as assembling of
final audit file of that client after three months from the da"te of audit
report. Generally, he retains audit file of the clients for 4 years from

the date of audit report. Check the validity of the action of CA B.
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2. (a) CA Q is the engagement partner for the audit of a Departmental store. 4

As a part of the risk assessment procedure, he wants to make inquiries
of the management and others within the entity. What kind of

information can the auditor get by inquiring from the following ?
(i) Internal audit personnel

(i) In-house legal counsel

(iii) Marketing or sales personnel

(iv) Information systems personnel

(b) CA Z, the auditor of MNO Ltd., during ti.= course of audit, assesses a 4
risk of material misstatements regurding the litigations and claims
involving the company. CA Z is. noi convinced with the management’s
explanations regarding .e .tatus of the litigations or claims. Tt is
considered unlikely that tuc entity’s external legal counsel will respond
appropriately to a ‘ei:2r of general enquiry. The auditor sent a letter of
specific engivy requesting the entity’s external legal counsel to
communicate directly with the auditor. List out the inclusions in the

letter of specific enquiry ?

In certain circumstances the auditor may judge it necessary to meet
with entity’s external legal counsél to discuss the likely outcome of the
litigations or claims. What will be auditor’s reporting responsibility if
the management refuses to give permission to the auditor to

communicate or meet with the external legal counsel ?
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(¢) JK Ltd. was having a ‘Pager’ manufacturing plant and looking at the 3

demand it was of the view that the company will grow continuously in
future. But, with the introduction of mobile phones in the market, the
plant was shut down completely. The shareholders of the company
were of the view that auditor failed to perform their duty and have not
informed to them about the company’s inability to cortinus its
business, otherwise they might not have suffe.red the Joas. List down.
the factors giving rise to the inherent limitations da~ ‘o which auditor
cannot provide a guarantee that the financia! natcments are free from

material misstatement due to fraud or et r.

(d) B Ltd. is a company manufiriug bed-sheets and pillow covers. 3
They have appointed M/s C % Co., Chartered Accountants, as their
auditors. The auditw is establishing audit strategy with his team
members. As ‘he work progressed, they came to know that the
company has diversified its business and now they are also planning to
manufacture wooden furniture. The auditor, in his professional
judgement, considers this to be a significant factor in directing the
engagement team’s efforts. Give examplgs of factors that, in auditor’s
professional judgement, are significant in directing the engagement

team’s efforts.
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3. (a) CA E is auditor of LM Ltd. Before commencing with current year’s 4
audit, he initiated planning for the audit. Planning includes the need to
consider certain matters, prior to the identification and assessment of

the risk of material misstatements. Enumerate such matters.

(b) The management of PQ Ltd. changed during the period uuaer audit. 4
Mr. G an auditor, at the time of receiving written represeriation on the
management responsibilities from the management. 'vas in a dilemma
related to the date of and period(s) cuvered by the written
representation. Further, new manageicnt was of the view that they
can give written representation :voin the date they took over and not
for the prior period whe1 ol1 management were managing affairs of

the company. Guide t..> auditor & the management in this respect.

() You are appoi: ted as the auditor of a company manufacturing paints. 3
The company has a robust system of internal control. Most of the
controls in the company are automated and they are working
effectively. However, in certain situations, manual elements in internal
controls are more suitable. What are the circumstances where manual

elements in internal controls may be more suitable ?
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(d) M/s PSR & Associates are the auditors of The Saturn Hotel, a chain of 3

five-star hotels. Since the nature of their business is prone to -frauds,
the company has appointed internal auditors at various locations. The
company has also devised a system of Ieffective and efficient internal
controls. The auditors, M/s PSR & Associates, want to use the work of
the internal auditors. In order to ensure effectiveness, what kind of
coordination should be there between the external auditvr und the

internal audit function ?

4, (a) M/s KLM & Co. Chartered Accountarts, a partnership firm, while 4
designing tests of controls and tesic i details in MN Ltd. has to
determine the items for testiﬁg that can be effective in meeting the
purpose of the audit pro :edurc. For this, they decided to select specific
items from a populatio.a. Gtate the factors that can be considered by the
audit firm for s=lociing specific items from a population and also state

the specific 1.cms that can be included for such testing.

(b) Mr. L is a principal auditor of OP Ltd. There are several divisions of 4
OP Ltd. that are audited by other auditors. State the procedures Mr. L
should ordinarily perform to obtain sufficient and appropriate audit
evidence that the work of other auditors is adequate for the principal

auditor’s purpose in the context of this assignment.
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(¢) LD Ltd. has given below loans to the following borrowers during the 3
financial year 2023-24. Mr. B an auditor wants your guidance
regarding additional regulatory information required to be provided

under the Companies Act, 2013 :

Maximum Loan
Outstan an'g Loan as
granted during the
Borrowers at 31/03/24
year 2023-2024
(R In Lakh)
(R in Lakh)
X (Promoter) 20 15
Y (Director) 30 25
ﬂ_
Z (KMP) 10 05
A (Related Party) 20 10
Others 80 65
Total 160 120
NRF2(H)
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(d) XY and Associates are auditors of PQR Ltd., which provides electrical 3

components on project basis. The purchases are huge and the auditor
wants to make sure that all the purchases made during the period are
recorded and there is no understatement or overstatement. For this
purpose the audit team have performed procedures like cut-off tests,
correct treatment of goods in transit, obtaining written representations
and performing analytical procedures. What are th< onalytical
procedures required to be performed to obtain audit cvidence as to

overall reasonableness of purchase quantity ana price ?

5. (@ PQ & Co. want to diversify its busiress and for that purpose they want
to raise money by issuing, shars to the general public. The face value
of the shares is ¥ 100 “w* tiie directors of the company propose to issue
the shares at a dic~ouated rate of T 95/- so as to receive more response.
The statutory auditor, however, objects to the same as it is not allowed
as per the Companies Act,'2013. State the provisions of Section 53 of
the Companies Act, 2013 with reference to shares issued at a discount
and the consequences where the company fails to comply with the

provisions of this section.
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(b) HR & Associates are the auditors of a large manufacturing company. 4
The company has recéntly invested huge amount in Property, Plant and
Equipment (PPE) for its new unit. They have added many incidental
expenses to the cost of PPE. The junior audit team members are not
sure about which costs should be excluded from the cost of PPE. Give

examples of costs that should not form part of costs of PPE.

(c) A professional accountant is expected to comply with ine. fandamental 3
principles of professional ethics at all iiwes. Explain which
fundamental principle governing professioua! cihics is violated in the

following situations ?

(1) A chartered accountan: in practice accepted the appointment as

an auditor of a firm. in v/hich his sister was a partner.

(2) A chartered accountant in practice was approached by his friend
to seel vuiae insider information about a company, which was a
client of the chartered accountant. He could not refuse his

friend’s request.

(3) A chartered accountant in practice failed to inform his client

about the change in laws applicable to his client.
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(d You have been appointed .as the statutory auditor of a limited 3

company. The company is registered as a Nidhi company. What are
the reporting requirements of a Nidhi company under the Companies

Auditor’s Report Order, 2020 ?

6. (a) CA M is the engagement partner of the firm M/s Y2Z LLT. and he is 4
auditing the financial statements of a listed entity ABC: L'a. The audit
firm has determined that an engagement qualitv control review is
required for this assignment. Discuss the respousibilities of CA M as
an engagement partner for engagement twality control review as per

" SA-220.
Ckr

(@) Sanskar Foundatiop 13 2 Non- Governmental Organisation (NGO) for 4
orphan children. “hey have received voluntary contribution of ¥ 50
lacs from u:+ promoters, specifying that ¥ 20 lacs are towards the
Corpus contribution and ¥ 30 lacs are towards Revolving fund. Explain

the terms “Corpus contribution” and “Revolving fund”.

(b) MNB bank advanced certain loans guaranteed by government. State 4
the prudential norms for asset classification and income recognition of

such loans.

NRF2(H) P.T.O.
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(¢) Mr. D an auditor, while auditing ACE Ltd., identified certain 3

misstatements in relation to particular class of transactions and account
balances. He had communicated same to those charged with
governance and also taken written representation for the same. State
the audit documentation required by the auditor regarding

misstatements identified during the audit.

(d) JK Ltd. h.as opened a new manufacturing unit and for tha. wney want 3
plant & machinery. Siﬁce the capital outflow wil be nuge, they are
considering of taking it on lease. They have approuched several parties
and have shortlisted one of them who is 1cady to give the plant on
lease for 11 years, which is approrimaicly the estimated economic life
of the asset. As per the agreew.ony, JK Ltd. will bear the insurance and
maintenance expenses of th: asset. Which kind of lease agreement
have JK Ltd. ent<r=1 into and what is the ownership status, the

accounting treevment and the tax benefits of the same 7

NRF2(H)
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PART -1I

(Hindi Version)

%ﬁéﬁ@mwﬁmélmﬁw%ﬁ%@%mmwﬂm%l
@ﬁqmqamaw%rﬁ%gﬁé@—qﬁméga@—qﬁmw
ST T © |%mﬁﬁm%ﬁ%€%%ﬁﬁaﬁé@-\ﬁm
R TR S 1 TS I 2 |%@@ﬁwﬂﬁmnaaé@1
Wm%ﬁ%@ﬁé@—qﬂm%%ﬂmﬁ%l
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b) mc@ﬁ.%ﬁﬁ%ﬁﬁrmmﬁéwq%lm?ﬁaﬁm 4
Sl GET 3132024 T 0 TR | T & eI o Sl G
FIFO forE H TR e T R | T # 31324 H A
25,25,000 3R WG GEEN A i (Realizable value) 3H a@ T
25,24,000 & |sﬁaaﬁrmﬁﬁnﬁrﬁaﬁmﬁa%—

1. ma@ﬂaam—?zs,os,doo/-

) ayrefea afteEd ©H - ¥ 18,000/

3. TG & — X 2,000/-
MWW@%@WﬁMWW%Gﬁ%W
mﬂﬁﬁmmﬁms-zamgwsﬁamr@w@maﬁﬁ?
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fr. ST+ EF Ltd, 1 6 o gefierg vl 3, & e s fage

zﬁ%mmgm%m’qﬁmzonﬁahﬁmﬁﬁw%maﬁ
AR (Fetien) ok fedfén w0 areafirss st R s 2 ) 5w
HHIT TR H 3 Fefra i forefr Freior & weifte (1) Prem
(2) W f1ewes @ (3) wAlfee e, & Heift Rdarit 6 e
PE: 134 (5) (0), 149 (8) & 177(4) (vii) % 3T THAT e & | ey

SdRT |
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2. (a momm@mw%mamm%mﬁm 4

T YO % w9 8 T yaEe 3R I S | TS Tl e
# | frer ot & e TR Y THHH T <Y I Fhedl & —

(i) Iiatn o T HHf

(i) F-ETSE HILH THEmT

(iii) Teraor a fersht et

(iv) AT JOTTA! el

(b) afw Z 3t B MNO Litd. 3 Sran-wier &, JT stgm $ s am - 4
5 ot ) Rraet 3R gt & e mee gt frean femr T @aT © |
i 7z Rt i gl ) adan R e ol T v % s §
dge € & | Y W S G R, R ATed e SR aei (e
o i 3R FEE T 2T, SEI-TiEE X 30 R w6 FOH S q
ST FEES 3 T R AT dadt v den & | @ @ i whe
B o fore waTs |
g Rlw wRfufeEt #, sfee g am dime wefe B e
ST B & aTih Rt 3k g 3 gt afom ¢ st S
% | af YeA e B T T Heed § e/ v A
it 1 2 < et it Refén Rt 9 gFft 7
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(©) JKLtd. T U5 &9 areft hoeft @ o atr W Zed guam ol 8y 3

g wfersa # TR S Hot g deme B AR § o o @,
TAIE G TTE 5 B AT | A F ST B VG T R R e %
AE-vlee ot Rried fm # oweer @ § ok 2R S 6
TR TAW Sl Framefar & i 3 g T R s 3= THam 72
IS 9T | 37 Hehi 1 gEiagy FIRR N 5 37 siafife dmai =
¥ Hd § o R dwr-vies W A T 2 e B R
T, Heequl firea fomwr <t i e A Swrm g e E, @
qH & |

(d B Ltd Th 9Tt SRR b Tl s R Al S R | 3@ C & Co. 3
TS THISIH I AU~ AET-Thereh Py 6 & | Srar-whies
mm%wrvm-Qﬂmﬁwﬁ%w@%lmma@%
mﬁwamﬁsmmmﬁﬁﬁwaﬁ@mm
e S <6l AT 1 W R | oren-wdes 30 o1 i i R
) h o7 ST st fviagar Teel e WA g |

W T % Ierewr R S s Srar-whers ¥ st fivk
& % st SR B Rrd wee |
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3. (a) HIWE, LM Ltd. % a@I-W&® ¢ | gaq o9y 6 or@r-vden iy 4

H & T 3T G-I ) F1 TR IR Y | DT S
$O IS T S & <l JTavaehdl Hgeaqul firean feexont it @at 6t
TEH 4 4 Sl Bt B | W e we A & 2 warse |

(b) TETTEU F RA PQ Lid. F Voo H afmd gan & | B s fe 4
AET-ge € sEe @ Iht et w e e wa w@
THY IWIEET W Seaifgd (Covered) diT SR I ole
HIAHY T 8 | 39 Al TI1 ToGw He WAl § 76 9 Fad w
STH HHTE % S1E % G % foa (TRId ARIaET & 99 & Fifh
3HP IgA TUAT JEEH hu BT <STHRIS o &1 T | 39 a9 § ora-
Tltereh SR SEYe Y T &Y |

(c) ¥ UH YT TAM aTeft ot b dEr-vwles Ry gw € | R 3
AT ATtk TAe=or someft @ | atfereer forerror wmfera @ S gl
18 HE W R § | Tl o aRfRfat 8, srates e § aaeda
T WYV BId & | 98 uifeufoat srmge st arvafes fefso & g
HEh AGAYY 2 |
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M/s PSR & Associates?'@ﬁ@?ﬁiﬁﬁ@ﬁ?mmﬁ@

TG 8, & SE-T0e% § | FT F A€ S @ H 2@ 5
Rrat grarat =1 16 @aw R, wuh % Rt et w et dar-
R ERER CAC DR u,ma@mwmmﬁw
e e 2 |

SET-v0e® PSR & TEINECH Fidiw-aEn whes: 25 7R #r 9
TEAAT AT 918 & | AT R h IMETAT B ghited v %
fort st raT-vders g dEn-shes g TR 51 aniee
B =T |

‘M/s KLM & Co. A'¢S THISEH, T % & asicrt w4 3, # 32 W@

HFER & T ¢ S T Frror <h1 wlveror way Fovacon 6t wdieqor fmewy
A Y e IhETR % v i O & Ry & ) 3 R
IR TEET § A AT ssen o a9 REa | 39 Tewl %1 oo
I St o6 T8 stmgerm & Saies #§ @ g i viE ¥ e
A g | VW gt FaEd S 9 TR F uderor 3§ wifter R .
| |
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(b) Mr. L, OP Ltd.,, % q&3 oi@i-90& & | OP Lid. % = fsm g 4

& = S wlee g affee 163 I § | 37 ufkmei #1 Ieaw
HIRA N % g 767 SE-gies g = ke awn qied
T A % o Y Seht 81 T o rar-wdlismehi #1 Sl I AEl-
qﬁm%ﬁwﬁqﬁ%%ﬁwél

(c) LD Ltd. ¥ fret o feifena wolgrl 1 foef o 20232+ A f@ 3 3
S def # Mr. B St for st@n-vlierss €, SOt GF 2013 % ATER
sifefea fafemes STHeRT % THehor T 3076 TF AT =T8d & —

HIGR rfereram ol St 3:/3,;4%’@“@
o 2023-24 7 T, | ( in lakh)
(T in 11kh)
X g 2 | 15
Y fresrs 30 25
ZH @b 10 05
A Gt a8 20 10
= 80 65
T 160 120
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(d) XY U€ wAifRiz™, PQR Ltd. % ora1 wies & 9t fF S99 $ oamw 3

W IATIFE N TR H § | G B A HE wD w2
3 ET-wier a7 ghiftaa v § fh w1e] Friwe § @iz o e
fewré 2 i sl i Tt o R o & | 7 v ¥ o
&M 3 F2 A% T, T # Ore w1 wd SR, ffee snade
AT ST IR Frvewommenss gfram do=r s 3 s 1 € |

AET-Tlies B W qET T 0 F R N @ R
iR Hu= e it S o 7 gRTRiG wt fF Tl T T,
T aga g 7 |

5. (@ PQ&Co I FTwH Hl My sumaga e ssmRwHF A 4

STTawH TRT =5 L THIRT T B L T % a1 T = & |
T HT 30 eI T 100/- & 38 T HTH F Frvs 18 Repeds fivg
W X 95/- W SR KT T1ed & a1fh 30 1=t whifran w21 % |
S % HAISR H 39 W TR B 1% 78 9 TR 2013 % Ramw @
qu%’f%|mmzols,5ec53%ﬁﬁm;vhﬁ5%wﬁzmw
aﬁa:ﬁ%%ﬁ%,m@laz%ﬁam%wmquw
T HYA Y T IROIE e g 7
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(b) HR & Associates T st fmior st a@—qﬁ% K ik T A

& ¥ 7ot w7 e R wie, Wil U uffe # w wet e
for & | 381 % daftr @S 3 < @ & e R 8 | SRR
e & % wee 39 9Td I v (AfTa 7df € 6 @9 AT PPE
6 AT | AT HH AT |3?W|?ﬁ%maﬁﬁa‘rpplaﬁ
HTTa S T 78 7 |

) T AEERH A@HR ¥ T€ AW A I & (6 T O b 3
Tt # wea e | aaemsy % el viafed 3 s @
Mot b Herd gyl 1 Iem TN R -

(1) T 1S THIEee I fop e o R, Vet wil =61 ran-wdiers g
TR H AT S SHH Iqeh! T&A HTIER R |

Q) TH =S THEee N f6 AfFea & o i g1 O et B
STt ST Wit STt R S o STt e @ | 98 I i
Y foreft ot areefierm & S I |

(3) T ERS THEee Sl i Afeem § ], 3199 AT 1 wiget §Y B
F IR F ST § TG @l & S 3 3Tk FAE o FHATLR |
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Imeht Frgfa o frfires soft & fafes Srar-wiws Seadigd 2|

ot Tk ffYr st S e WREE @ | CARO 2020 ¥ sER Rify
Fo1 ht Faifén Y smevamad s § 7

HIT M, Y2Z LLP. %} Hagal WifigR R 98 U g 9 H9 ABC Ltd,
&1 AT A R | ifee w3 7w 73 v o6 5q vl 23 v P
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