GENERAL INSTRUCTIONS TO CANDIDATES

The question paper comprises two parts, Part I and Part IL.
Part I comprises Multiple Choice Questions (MCQs).
Part II comprises questions which require descriptive answers.

Answers to Questions of Part I (i.e.,, MCQs) are to be marked on the OMR answer sheet as given on the
cover page of descriptive answer book only. Answers to questions in Part II (i.e. descriptive questions) are

to be written inside the descriptive answer book. Answers to MCQs, if written inside the descriptive answer
book will not be evaluated. o SRR e
OMR answer sheet given on the cover page of descriptive answer book will be in English only for all
candidates, including for Hindi medium candidates. . e
The bar coded sticker provided in the attendance register, is to be affixed only on the descriptive answer book.
You will be allowed to leave the examination hall only after the conclusion of the exam. If you have completed
the paper before time, remain in your seat till the conclusion of the exam. e ,~
Duration of the examination is 3 hours. You will be required to submit the desc iptive answer book with
OMR cover page to the invigilator before leaving the exam hall, after the conclusion of the exam.
The invigilator will give you acknowledgement on Page 2 of the admit card, upon‘receipt of the descriptive
answer book. ‘ {({Yy’ '
Candidate found copying or receiving or giving any help or defying {insiructions of the invigilators or
having/using mobile phone or smart watch or any other electronic gadget will"be expelled from the examination

s

and will also be liable for further punitive action.
Answer all MCQs, on the OMR Answer Sheet as given on the \
Use HB pencil only to darken the circles for MCQ answers i answer sheet. '
After each MCQ, four options have been given. Choose the correct or most appropriate option and darken
the corresponding circle against the question number in the'OMR Answer Sheet, completely, as shown below,
with HB pencil. : , Ly .
S Marking the Answers

Example® | Not as shown below
For Question No. 12, if the (Wrong method) :
candidate considers. the correct 12 @ @ @

e i bl O K51 O
20 Q@0

' Any answer to MCQ marked inside descriptive answer book will not be considered and no marks will be awarded.
If a candidate wants to change the option already darkened, he should erase it completely, with good quality
eraser and ensure that no mark is visible after erasing.. o %
No mark will be awarded if no circle is darkened or more than one circle is darkened for a particular MCQ.
There is no negative marking for a wrong answer. e e
Rough work, if any, must be done on the pages, specified as SPACE FOR ROUGH WORK only and nowhere
else in the question paper booklet or in the answer sheet. . = g
Before commencement of the exam, please fill up the necessary information in the space provided below and
also in the answer sheet. s ; L e

al No. of Printed Pages : 48 ‘ : - Maximum Marks : 100

er pa{ge of descriptive answer book.
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(MCQ Porﬁon) _ -

® Answers w0 MCQs are to be marked on the OMR answer sheet as given on tke cover.'
page of the descriptive answer book only. Answer to MC'Qs, if wmren mside the
descriptive answer book shall not be evaluated. -

o Please write and darken correct Question Paper booklet number in tke OMR answer
sheet. The correct Question Paper booklet number must also be wrmen in the: '
artendance reg:ster. o - : : : '

Case Soenario—l :

_ XYZ & Co. is serving as the statutory audrtor of C Travels L1m1ted The company is.

. _m the busmess of plymg buses for passenger travel The ﬂeet used comprlses of both- .
owned vehlcles (20%) as well.- as vehicles obtamcd on rent (80%) Due to certam
external conditions prevallmg in the industry .in the state, there was exceptlonal.

fluctuation in the proﬁt of the entity as compared to thc past years.

_ CA Ra_}an, the engagement partner came across ccrtam issues in the audlt of purchases'
“and payables Some of thie main 1ssues were that many of the vendor contracts for the
buses on rent had explred and further, there was 1o follow up and recelpt of annual
-ﬁtness certrﬁcates on buses obtamed on tent. thn CA Ra_]an contacted the CFO for
these observatrons, the CFO stated that the 1ssues wh1ch were ralsed by CA Rajan .

were in the nature of an mvestrgatton and not a statutory audit. .

| .CA Rajan provrdcd the same audrt program as followed in the prevrous ycar 1o the .
| audit team. Ptyush an audit staff, pointed out that this program only contained the-
verrﬁcatlon steps in respect of hlred vehicles and not the owned vehxcles Whlch._
constltuted 20% of the fleet. CA Rajan was reluctant to change the aucht program as
he felt that the audtt program should not be modlﬁed aﬁer the commencement of the

audit,

n . yCD@)
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engagement partner decrded to choose proﬁt before tax from contlnumg EERCR

mons as a benchmark whrle detennmmg the matenahty for the ﬁnanc1al SRR

ments as a whole

ng the venﬁcatron of the accounts recervables of the entrty, _the Audlt team" o

)rmed the audlt procedures mentloned m the audlt program I-Iowever an'_ o

nrtant audlt step whrch relates to the test of subsequent reahzatlons (after year

of recelvable balances, to be performed was not present in the audrt program and |

pomted out by a team member

le venfymg the cap1tal and revenue reserves of the company, CA Ra_]an observed'l

durmg the year

’-_I'he _revenu_e -r'eserv__e'__-was utilized for .,Issuin_g ‘bonus shar_es and to finance’ an.

._eXtension'of -the_. busi-ness'_. "

The reahzed caprtal reserve of the company was uttltzed for supplementmg "

drvrs1ble proﬁts in lean years and wrltmg down flctmous assets

he completron stage of the audrt, CA Ra_]an requested the written representatlon .

1red under the Standards on Audrtmg However management reﬁrsed to provrde -

1c1al statements and the completeness of mfonnatron and transactlons made' -

lable to the audrtor by statmg that all books and records relevant for the audtt had o

l provrded and the responsrblltty vests w1th the audltor thereaﬂer .
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: _ YCD(H)
Based on the above faets, answer the followmg questlons (1 t0 6)

" 1. . Is the CFO nght in statmg that anditor carmot revnew matters such as exprred :

 contracts and annual fitness certificates ? B
_ (A) Yes, audlt deals only wrth the numbers in the ﬁnanmal statements
(B) Yes, the procedures followed by the audrtor const:ltute an mvestlgatron |

o (C) No, audit also mvolves an evaluatton of mtemal controls and matters such '

as these can 1mpact the mtegrrty of the financlal statements

(D) No contract venﬁcatlon isan mtegral element of SA 220.

2. Is the engagement partner. coffect in his decision of not revising the audit
(A) Yes, the audrt program was updated before the audlt started and are not
- allowed tobe modlﬁed thereafter | | '

(B) " Yes, the staff can still perform those steps w1thout featurmg in an audrt
program and they can always send ‘the same by an e-mail to the
engagement partner ' '

A

(C) No, audlt procedures would differ- for owned buses and hired buses and
should be provided for separately by revising the audrt program

D) No, audrt procedures would differ for owned buses and. hired buses and
| should be provrded for separately in the audit program but such program
should be updated after mformmg the management as per SA 580.
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Which benchmark should be chosen bjrthe engagement partner in the given : i

clrcumstances for deciding the matenahty for the fmanclal statements as a

whole?_"' T S -2

(A) Profit before tax (of the year uuder audlt), ﬁ'om contmumg operatnons o

Exceptional increase and decrease in the profit are irrelevant.

(B) Normallzed proﬁt before tax from contmmng operatlons ﬁgure based on

past results

© 'Benchmark for matenahty should be chosen by the management and not
:'the engagement partner. S B | L . o

(D) The engagement partner is legally (bound to use gross income as a
" benchmark for materiality for such businesses. '

-Test of subsequent realization, after year end, of recelvables as an audit

'procedure, Impacts which ﬁnanclal statement assertlons ? | o | 2
(A) Existence and Valuation. .

(B)- Valuation and Cut off. -

(C). Cut oﬂ' and Existence. |

(D) Class)iﬁcation._and_Eﬁcisﬁteﬁce.; : .
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. ‘_ CA Ra_]an wants to know from you whether the utlhsatlon of the capltal and -
L revenue reserves is correct ? What would you adv1se CA Ra_]an in this scenano 72

(A) No revenue reserve cannot be utlllzed to ﬁnance an extensnon of busmess
| and capltal reserve carmot be utlhzed for supplementmg d1v1s1ble proﬁts in
. lean years o |

(B) No, revenue reserve cannot be utlllzed for 1ssu1ng bonus shares and |

capltal reserve cannot be utlllzed for supplementmg lelSlble proﬁts inlean

© No, revenue reserve cannot be utlhzed for i 1ssumg bonus shares and ‘capital

o reserve cannot be utlllzed for wnnng down' ﬁctltlous assets

'(D) | Yes, revenue reserve can be utlllzed for lssumg bonus shares and to ﬁnance _

_an extensron of busmess further capital reserve can be utilized for
supplementmg dxv1srble proﬁts in. lean years and wntmg down fi ctltlous

CA Ra_lan consrdered the 1mpllcattons of management $ refusal to provrde the '

: requlred written representatlons 111 the Audltor s report to be issued to the
B shareholders of the company Wrth reference to SA 580 state the correct optlon.
b -that CA Rajan should exerctse ' . ' '

; (A) _Dlsclarm an opmton on the ﬁnanclal statements becausc management has___

. reﬁtsed to provnde requlred wrrtten representatlons

B (B) Express an Adverse opmlon on’ the ﬁnanclal statements because -
S Imanagement has reﬁtsed to provrde requlred wrltten representatrons

(C) _Express an Unmodlﬁed opmnon on the ﬁnanclal statements 1f other..

sufﬁcrent approprlate audlt ev1dence is avallable

(D) :__Express a Quahﬁed opnnon on the ﬁnanclal statements because

E ,_management has reﬁlsed to provrde requlred wntten representatlons

ch(n)
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e Scena’rio—l[ :

'»

C&Coisa reputed firm of Chartered Accountants Durmg the year, the ﬁrm was .

nomted as the statutory auditor of S Food erlted

~ Amit, the .engagement partner commenced- the audit by obtaining- an.

lerstandmg of the entrty s internal control system Based on hxs evaluatlon, he

cluded that the relevant mtemal cont:rols were operatmg efﬁelently Accordmgly,

assessed the control risk at a lower level and desrgned the ‘ature, timmg, and'

nt of further audrt procedures

ile perfoﬁning audit procedures_,‘ CA Amit and his team ldentlﬁed several

statements. Management agreed to correct somie.of them; whereas others remained

orrected at the conclusion of the audit. '

Amit also discussed with the auditteam the objectives of audit documentation as

scribed undet SA 230 and use.f management assertions in an andit.

ing the course of the audit, the management of the company also informed _the '

itors that the compar_ly proposed to establish a new manufacturing facility and had '

roached a financial institution for lorig—te'rm finance. Since the ﬁna'ncial'institution

ired prospectrve ﬁnancml statements for Ioan apprarsal the management

Jested ABC & Co to examine the ﬁnanelal forecasts and 1ssue an approprlate

it

1u1taneously, CA Bhlm a partner of ABC & Co was leadmg the audrt of

o~operat1ve Society. The audrt mcluded venﬁeatlon of recexvables ‘including |

rdues and disclosure requlrements on the recelvable balances of the $oci
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Based on the above facts, answer the following questions 1 (710 12)

7. .'As part of understandmg of the entity’ s 1ntema1 control system CA Amit
assessed the control risk at a Iower Ievel Thc declslon of CA Amitis— 2

(A) Corréct, because there exists an 1nverse relatlonshlp between the eﬂ'icrency
of mtemal control of an enttty and control risk. . '

(B) _Correct, because control risk represents the rlsk that the audltor s
' procedures will fail to detect a matenal misstatement that exists in the
~financial statements - 2

. '(C) Incorrect because control risk is the susceptlblllty of an assertion to a
' _mlsstatement that could be matenal before consnderatton of any related
controls IR _ .
- (D) 'Incorrect, because th'ere exists a‘direct relationship between the eff“rciency '
- of internal control of an entity and control risk. |

8. -As regards, the corrected and uncorrected mrsstatements choose the most
appropriate optlonasperSA 450, I S 2

(A) The auditof:-should obtain manage_men't ‘representation on corrected
. misstatements.

. (B) _The auditor should obtain written representatlon from the management that
‘they believe that the effect of uncorrected misstatements are immaterial,
individually and i in aggregate to the ﬁnancml statements as a whole.

- (C) The auditor should obta_m wntten representation from the management that |
they believe that the effect of corrected misstatements are immaterial,
| 1nd1v1dually and in aggregate to the ﬁnancnal statements as a whole.

(D) | The audltor should obtain management representatlon on value of corrected
and uncorrected material misstatement when in excess of 5% of the
turnover. ' '
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following objectnves as per SA 2307

L A sufﬁclent and appropnate record of the basas fo; the audltor s report

II. ~ Evidence that audit was planned and performed in accordance with SAs.

L Substltute for accountmg records mamtamed by management whlch is not

provxded to the auditor.
V. .Docut_nent_ation of client’s internal _cm_irol__ _system. .
Options :
(A) 1 and_ﬁ only
®) 1, Ii and IV only
(©) I I aﬁd v only

(D) 1,1 and IV only

_Which of the followmg Standards :ssued by ICAI are relevant for ABC & Co if

the engagement is undertaken for exammatlon of the. prospectlve ﬁnancnal

statement of S Food Limited ?
(A) Standards on Aﬁ_diting |
(B) Standardson Review Engagements -
(C).. Standards.on Ass’urance.Enga_gements.

(D) Standards on Related Services ,
CClI Online Learning Call us: 088803-20003
_ YCD(H)
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11. How CA Bhim should class:fy the overdue debts in ageing schedule in respect of
the co-operative society ? | L | _
| (A) Overdue debts for a penod ﬁ'om ﬁve months to snx years and more than six -

years _ R
(B) - Overdue debts for a penod from three months to six months, six months to
- five years and more than ﬁve years. o | |

©) '..Overdue debts for a penod from six months to two years and more than
(D) | Overdue debts for a period ﬁ'om six- months to ﬁve years and more than

five years.

12 - CA Amit was educating his'audit-team about management assertions in an audit.
He makes the followmg statements

Statement 1 : Occturence and Valuatton are asserhons relatmg to Balance
" sheet captlons

: Sta_tement_z_ Measurement and. Completeness are . assertlons relatmg to

InCome statement captions- N |
Statement 3 : Measurement and Existence are assertions relatmg to Income
% statement:¢aptions. < | | :
Statement 4 : Existence and nght's & Obligations are assertions relating to
| Balance sheet captions. | |
Which of these are correct?
(A) Only 1 & 2 are correct.
(B) Onlyl& 3__ are correct
(C) Only 2 & 4 are correct,
(D) Only 3 & 4 are correct.
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CA D, one of the partners of DEF & Co., along with his audit team commenced

the audit of LMN Bank for the year endmg 31 03 202& Advances ‘which -
constituted a hlgh risk and high materiality area, was handled by CA b hnnself

The other areas were distributed amongst the vanous team members. -

One of the team members, Ms Na.ma ‘was assngned the _|ob of venfymg the
-interest expenses of Bank. Whlch of the following points noted by Ms Nama are

~incorrect while verifying calculation of interest-? . QY o 2

(i) Interest has been accurately provided on all deposits 'upto the date of

maturity of the deI!'C'S_it irrespective of the ﬁnancial'yea'r. .

(i) Interest rates are in accordance with the bank s 1nternal regulatmns the

RBI drrectlves and agreements w1th the respectlvc depos:t holder. ‘
(iii) I_nterest on savings nccounts are in acccrdance'vtrith"the rules frﬁmed by tﬁe !
bank/RBI in this behalf. o | ‘
() No Interest s.,nonld' be nrovided on inter-branch balances since the accouts
| are ccnsOlidated' at the head office. - | |
®) Gandv)
(B) (ii) and (i)

(©) (i) and (iv)

@ only()
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14. Before acceptihg the engagement of SAM Ltd., the Engagement partner dé.cided
to evaluate the integrity of thé prospective client 111 accordanbe with the ﬁrm’s
quality control policies relating to the_.atceptance and continuénée of client
'relé_ltionships and specific 'engagements.z..Which of the following statements are

correct while evalﬁa_ti_ng the Integrity of client as per- SQC1?
(i) The nature of the client’s operations, including its°business practices, is a
- matter considered for determining client’s integrity.
(ii) Ih_formation conéerning the cliént’s attitude towards aggressive

 interpretation of accounting standards is not relevant for determining the

client’s iiltegrity.

(ili) The reasons for no_n-reappointmént of the previous firm need not be

considered, for'defermining client’s integrity.

(iv) Whether the client is aggressively concerned with maintaining the firm’s

fe;f;s as low as possible is a relevant factor for determining .clien‘.c’s integrity.
Options _
A) dnly (i),. (ii) and (iv)
®) Only () and ()
(C) Only (i), (i) and (iv) |

) Only (iii) and (iv)
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' Wlﬁle conducting the Expenditure avidit of a Government entity, the audit team

carried out the following procedures :

P
£

(i) Examined whether expenditure incurred by thé'entity was in accordance

“with the applicable laws, regulations and administrative instructions;

(i) Verified whether expenditure had been incurred for the puifpose for which

~ the grant and appropriation had been provided; and

(i) Evaluated wheiher the schemes were being.implemented economically and

‘were achieviﬁg the intended results:

With reference to the above three procedures performed by the audit team, the

basic standards applicable-£0(i),(if) and (iii) respectively are;

(A) Audit agains_i: Rules and Orders, . Audit. against Provision of Funds,

Performance Audit
(B) Audit dgainst Rules and Orders, Audit of Sanction, Performance Audit
(C) Audit of Sanction, Audit against Rules and Orders, Performance Audit

(D) Audit against Rules and Orders, Audit of Sanction, Propriety Audit
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PART-O = 70Mark

(Descriptive Portion)

(Candidates are required to give desenptlve answers for this part inside
| " the answer book)

3.

_Quesaon paper canqpnses 6 questions. Answer Question No. 1 wk:ch is

~ candidates who have -opted Jor Hindi-Medium, If a can_dfdate has not opted

compulson? and any 4 out of the remammg 5 quesuons.
Working notes should Jorm part of the answer,

Anﬁwers_ to the questions are tol.be given anly'in English except in the case of

Jor Hindi Medium, his/her answers)in Hindi will not be evaluated.

Candidates are required to Write the question number legibly.

(2) M Private Limited appointed a Chartered Accountant firm to conduct &
the statutory audit for the year ended 31/03/26. During the course of
audit, after significant audit procedures had been performed, the
‘auditor identified serious _inconsisfencies in inventory. ree_ords and

- requested additional supporting documents from management. A week
later, management informed the auditor that due to “time constraints”
‘and “cost considerations ” the company no longer wanted a statutery
audit and instead requested the auditor to change the audlt engagement
to a review engagement

Analyse what the auditor should consnder before agreeing to change -
the audit engagement to an engagement prov1dmg lower level of
assurance in accordance w1th SA 210 (Agreeing the terms of Audit
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o reasonableness of management s assumptlons used in estlmatmg the

(©)
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(b) Dunng the statutory audit of Peace Ltd., the engagement partner I-
decided to use the dlrect assxstanee of the internal auidit ﬁmctlon

Accordingly, the 1ntema1 auditors were asked to evaluate the

provision for pendmg legal clanns, as this was expected to reduce the |
tlme requu’ed to complete the audtt The external audltor was also of

‘the v1ew that obtammg only management’s wntten approval before RE

assigning such work ‘would be sufficient. Wlth reference 10 SA 610

_(U smg the work of Intemal Audltor) m the gnven snuatlon =

(i) : Analyse the clrcumstances in whlch the extemal audltor shall not
use mtemal audltors to provxde dlrect assnstance in perfonmng'
audlt procedures | - |

(ii) State the written agreements that the external audltor is requtred _
.to obtain from entity and internal anditor before using mtemal:
 auditors to provnde direct assistance for the purpose of audit. -

Durmg the audit of ZAB Ltd the audltor Mr A dld not 1dent1fy any

" material uncertamty relatmg to the entlty S ablhty to contmue as a

gomg concem and accordmgly the auditor’ $ report did not mclude any.
reference to such uncertamty Wlth reference to SA 570 state the

auditor’s respon31b111t1es relatmg to going concemn in the audlt of .
" financial statements | o

In another audit of XYZ Lmnted, Mr A 1dent1ﬁed a matenal
uncertainty relating to going concern thch was not- disclosed in the
ﬁnanc1a1 statements. Guide the auditor as to what should be done in
such c:rcumstances as per SA 5707 |

YCD{H)
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(a)

(16)

YCD(H) _ _
M/s K & Assoelates, Chartered Accountants were the statutory

- auditors of N Industries Ltd for the financial year 2025-26. Before the

" ~ financial statements. were issued, the auditor became aware of a

[0)

CCl Online Learning

subsequent event involving a major fire accident, whlch in his

~ opinion, requtred amendment of the ﬁnancral statements. However, the

management refused to make the neeessary amendments With
reference to SA 560 explam the audttor s responslbthtles where :

(i) The audttor s report has not yet been provrded to the entity;
(11) The audltor s report has a]ready been provided to the entity.

- (iii) Also explam the meamng of “Date the financial statements are

' 1ssued” '

V& Assoeiates, Chartered Accountants, were conducting the statutory
audit of ED Electronics'Ltd. During the audit of revenue transactions,
the auditor verified customer orders, sales mvolees proof of
despatches, receipt of funds and customer confirmations to ensure that
Sufficient and Appropnate audit evidence had been collected on whreh
the audit oplmon would be based

The engagement partner du'eeted the aud1t team that all detalls of the
audit proeedures performed and evidences obtained should be properly
reeorded in the andit file so that another experienced audrtor could
understand the work performed and reieva.nce and reliability of audtt_
evidence could be maintained. '

(i) You are required to explain what is rneant by Relevance and

_Rehabtllty of the audlt evidence 7

~ (i1)  State the matters to be contarned in the audn: documentation that

would be sufficient to enable an experienced auditor, having no
previous connection with the audit, to understand the audit. -
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YCD(H)
Durmg the audit of M Power Ltd the engagement partner came to.

know that one- member of the audit team had a close busmess

relatlonshlp with a senior executive of the chent company. The

engagement partner immediately dlsc_ussed the matter with semor:

officials of the audit firm an_d-‘revi'eWed the firm’s indep'endence

policies.

‘What is meant by “Independence” in an audit engagement 2.

State the responsnblhnes of the engagement partner regardmg

compliance with mdependence requlrements in the above case and

how the audit partner should deal withthe matter?

While ﬁnahzmg the audit report of PQR Garments anted for the

year ended 31/03/2026 " the audltor ' obtamed management

. repre_sentations that no funds had been adv_anc’ed, loaned, mvested or

received through intermediaries for the - bene'fit of any ultimate

‘ beneﬁclanes except as dm.closed in the notes to accounts The auditor

performed approprlate audit procedures and found no material

m1sstatement in these representatlons.

Discuss the other matters (excludmg the above) on whlch the audltor is

- required to report under Section 143(3)(]) of the Compames Act, 2013

read with Rule 11 of the Companies (Audit and Audltors) Rules, 2014,
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Self interest threat, Self revrew threat and Advocacy threat are some of -

the threats to the mdependence of an audrtor There arc other threats as

.
-

(i)' If the same audit ﬁrm 1s allowed to continue forever as an auditor
| ofa lrsted company, 1dent1fy and explam the threat caused in thrs

situation. -

(ii)  What are the safeguards that the Confipdnies Act, 2013 provides

©)

for in this regard 7

(iii) What are the general situations when this threat occurs ?

Your audit teaul had.come across the following issues during the audit

of STU Ltd for the fmancral year 2025—26

@ | The company in Wthh STU Ltd. holds equrty investments

ccl OnIine_Learhing' '.

declared a drvrdend of 15% at. its. General Meetmg held on
4t Scptember 2025. ‘Guide the ‘audit team regardmg the

recogmtron cr-rtena for the Drvrdend mcome.

(ii)7 Durmg the year, a_ search conducted by the Incomc—tax
authontres resulted in the detectron of income that was not
- previously recorded in the books of account. State the addltronal
| mfonuatron requited to be drscloscd in the ﬁnanclal statements in
.re'spe_ct'_ _o_f undrsclosed income in ace_ordancc with the Schedule_
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(b)

(19)
YCD(H)

M/s Sanjay & Assoclates were: appomted as s the statutory auditors of
B Cosmetics Ltd. for the ﬁnancral Year 2025-2026 The Company g
reported a turnover of approxrmately {_250_ crores with a very large

number of sales transactions

Based on the assessed audit risk, the auditor decrded to venfy the sales _
transactions on a test check basis. Durmg the engagement.quality
review, it was observed that only a limited number ‘of sales

trangactions had been selected for verification despite .fsigniﬁ'eant |

‘variations in the monthly sales pattern.

" With reference to SA 200 1dent1fy and explain the type of audrt risk

mvolved in the above case.

I'dentify and explain the specific compenent of such risk applicable to

| the _fact.

State how the auditor can reduce such audit risk ? |

.Seth Traders mamtams cash balances at its head office, branch ofﬁce

and petty cash department. It also provides 1mprest cash advances to

~ certain employees for routine expenses. D_urmg_ the audit, the auditor

noticed that a separate cash books and rough cash records ‘were
maintained at different locations_.l The auditor decided to independently
verify the existence and eompletene'ss of eaSh balan'ces maintained by
the entity. |

State the audit p'ro_e_edures that the auditor should perform to verify the

~ existence and completeness of cash and cash equivalent balances as at

cci o Peendsgd. (ASS“mf_’ no banl%‘lﬁ’&%@%@?&b%%iﬁ,"OI""d;) www.CAcIubindia.eom/coaching
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YCD(H) _ _
Aroma Appliances Ltd. is engaged in the manufactuting of household

B " kitchen eqlnpment such as coffee machmes and blenders, During the -
o statutory audit for FY 2025-26 the audltor CA P, observed that the '_ |

company had not dlselosed in the ﬁotes to accounts a pendmg case
filed by a consumer claiming ¥ 50 lakhs as damages for an allegedly
defective coffee maker. This amount is material in relation to the
financial statements of the Company. | o

When CA P questioned the omission, the company’s management
argued that since the matter relates to a poss1b1e future outcome and

not to the current year’s transactlons, such matters are not part of the |
auditor’s respon51b111ty '

(D Explain with reason whether above matter falls within the scope
of an audit? '

(ii) Further, state and-explain the important points in relation to the

scope of an atditjof financial statements.

M/s V & Co.Were the statutory auditors of A Components Ltd. During
the audit;*the partner CA Verma observed that the company has
entered into certam related party transactions mvolvmg no exchange of

consideration.

Consu:lermg the nature of such transactions, the engagement partner N
decided to obtain an understanding of the entity’s related party -

' relatlonshlps and transactions through inquires of the management and '

by evaluating the control estabhshed by: the management,

With referenoe to SA 550 (Related Partxes), explam the i mqumes and
' risk assessment procedures that the partner CA Verma should perform
~ to obtain an understandmg of the entity’s related party relatlonshlps-

and transactlons
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(b) Tannish & Co., Chartered Accountants are statutory auditors of -
H Resorts Ltd. which has a Club and attached Hotel. In thls regard
spemfy the audit procedures to be performed te obtain sufﬁcxent ‘and

| _apprepnate audxt evidence in respect of follewmg items in the

ﬁnanclal statements :
0] Trrecoverable Member dues in the case of 'clilb__. |
(i) Margins earned in the case of elub

(i) Room sales & Hall bookings of the Hotel.

M/s D & Associates are the statutory auditors of*H Limited for the
FY 2025-26. The pl_'evi_ous statutoi_'y auditors had resigned during the

year due to some personal reasons, Subsequent to their resignation,

.~ M/s D & Associates were app6ifited as statutory auditors. The

Company was required to conduct an internal audit and hence had an
internal audit system. Further,. during the audit, CA David, the

' engagement partner, observed that the Company had incurred cash

losses in the finandial year. How should the above matters be reported
in CARO 2020by M/s D & Associates ? '

While cendacti_ng the statutory. audit of advances of XYZ bank, CA P |

~ noted that a borrower had been sanctioned a cash credit limit of ¥ 12

crores. B_ased on the latest stock statement, the drawing power was ¥ 9

crores, whereas the outstanding balance in the account was € 10 crores.

The borrower’s funded exposure was T 10 crores, The account was

under a consortium arrangement in which XYZ Bank was not the lead

 bank.
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The bran_ch manager contended that the aécogpt was regular since the

outstanding balance was within the sanoﬁoﬁed limit. He further stated

that, since XYZ Bank was not the lead bank, there was no requirement

to review the stock audit report.

In the abové context :

(i) . Briefly explain the concepts of Sanctioned Limit and Drawing

Power and comment. on the branch mianager’s view -that the

account is regular.

- (ii) State whether stock aud'if is required in the given case and

comment on the branch manager’s view that there is no

requif_ement 10 reyiew the stock audit report.

D_uriﬂg the.audit of S Manufacturing Ltd., the auditor observed that the

company had effective communication and enforcement of integrity

‘and ethical values. The company also followed structured human

resources policies relating to recruitment, training, performance

appraisal and promotion.

Apart from the above two elements, state and briefly explain the other

elements of control environment that may be relevant while obtaining

an understanding of the “control environment in accordance with

SA 315.
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List the factors to be taken mto cons1deratlon by auditor for

| -estabhshmg an audlt strategy m the course of performmg an audtt'

engagement SRR

OR

'CA N is verifying the intangible assets of Software solﬁﬁoﬁstiﬁiited'

for the year ended 31/03/2026, He has already completed the checking |
of the addltlons to mtanglble assets for venfymg 1ts “completeness” -

~ He is now under the process of checking the deletions of intangible | .
assets. You are_' the_team_ leader land C.A N-requests your guidaltee for -
the venﬁcatlon of the deletlons of mtanglble assets Whlch venﬁcatlon |

. steps would you suggest to CA N 7
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