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GENERAL INSTRUCTIONS TO CANDIDATES

The question paper comprises two parts, Part [ and Part II.

Part I comprises Multiple Choice Questions (MCQs).

Part II 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.

Answers Lo Questions in Part I are to be marked on the OMR answer sheet only.
Answers to Questions in Part II are to be written on the descriptive type answer book. .
Answers to MCQs, if written in the descriptive type answer book, will not be
evaluated.

OMR answer sheet will be in English only for all candidates, including for Hindi
medium candidates.

The bar coded sticker provided in the attendance register, is to be affixed only on the
descriptive type answer book. No bar code sticker is to be affixed on the OMR
answer sheet.

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,

Duration of the examination is 3 hours. You will be required to submit (a) Part I of
the question paper containing MCQs, (b) OMR answer sheet thereon and (c) the
answer book in respect of descriptive type answer book 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 above-mentioned items.

Candidate found copying 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.

PART - 11 70 marks

Question paper comprises 6 questions. Answer Question No. 1 which is compulsory
and any 4 out of the remaining S question.

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 - 11

I. Answer the following :

(a)

(b)

(©)

As per CARO 2016, the auditor is required to report “whether the
company is required to be registered under Section 45-IA of the
Reserve Bank of India Act, 1934 and if so, whether the registration has
been obtained.” Mention the Audit procedures and reporting for the

same.

Before commencing an audit of consolidated financial statements, the
auditor should plan his work to enable him to conduct an effective
audit in an efficient and timely manner. What are the important aspects

that an auditor should consider in audit plan ?

P, a Chartered Accountant availed a loan against his securities held as
investments from a nationalised bank. He issued 2 cheques towards
repayment of the said loan. Both the cheques were returned unpaid by
the bank with the remark “Refer to Drawer”. Comment with reference
to the Chartered Accountants Act, 1949 as amended by the Chartered
Accountants (Amendment) Act, 2006 and schedules thereto.

2. Answer the [ollowing :

(a)

(b)

The provisions of Sec. 269SS of Income Tax Act, 1961 are not

applicable to some organisations. Mention those organisations.

A, a practicing Chartered Accountant, is appointed to conduct peer
review of another practicing unit. Which areas A should review in the

assessment of independence of the practicing unit ?
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(c) M/s PQR, a firm of Chartered Accountants responded to a tender from 4

a State Government for computerization of land revenue records. For
this purpose, the firm also paid ¥ 50,000 as earnest deposit as part of
the terms of the tender. Comment with reference to the Chartered

Accountants Act, 1949, code of Ethics and schedules to the Act.

(a) ' Comment on the disclosure compliances from the following 5
information in respect of the financial statements of PP Ltd. which
have to be drawn up in compliance with Ind AS, under Division II of

Schedule III to the Companies Act, 2013.

(i) Insurance claims receivable is classified as Non-current Trade
Receivables.

(ii) Foreign exchange differences relating to foreign currency
borrowings to the extent not capitalised in accordance with Ind
AS 23 is disclosed under other expenses.

(iii) Interest on shortfall in payment of advance income-tax is clubbed
with the current tax disclosed on the face of the statement to

profit and loss account.

(iv) Share based payment to employees in accordance with Ind AS

102 are disclosed under Finance cost.

(v) Expenditure on CSR activities has been disclosed in the notes to

the cash flow statement. |
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(b) PDJ Ltd. has engaged an actuary to ascertain actuarial valuation of

(©)

(a)

defined benefit obligations viz. Gratuity and Leave encashment
liabilities. As an auditor of PDJ Ltd. you would like to use the report
of the actuary as audit evidence. How would you evaluate the work of

the actuary ?

Mr. KK is a contractor dealing in food catering, flower decorating and
light decorating activities. He has received contract in respect of food
catering and flower decorating from one NGO for holding Annual
Talent evening event to celebrate completion of 25 years of their
establishment. For the said event Mr. KK has received in cash
< 1,85,000 for food catering and Z 1,25,000 for flower decoration. Asa

.tax auditor how would you deal and report on the above ?

As an auditor, how will you report under CARO in each of the
following situation ?
(i) Since more than seven months, payment of electricity bills to

company established under statute is outstanding,

(ii) The company had imported goods 5 years back and were placed
in bonded warehouse till the end of financial year under Audit.
The company has not paid import duty as goods have not been
removed from such warehouse. The company has also not paid

rent and interest expenditure payable on the amount of custom
duty.
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(iii) The company has received income tax assessment order along
with demand notice from Assessing Officer. The company has
not paid dues payable as the same is not acceptable to the
company. The company has neither preferred appeal against the
order nor an application for rectification of mistake has been made.

The company has just merely represented to the Assessing Officer.

(iv) The company in view of voluminous pay-roll data consistently
follows the method of making lump sum deposit of estimated
amount of ESI collections and adjust the excess or deficit against
next following months’ deposit and the difference of the said

amount always remains insignificant.

(b) Clause 5F of form GSTR 9C under GST law requires disclosure of 5§
trade discounts which have been given effect to in the audited financial
statements but which are not permissible as part of deductions from the

value of supply under GST Laws.

As a GST auditor, which control checks you will perform for

validation of the amounts reported under this head ? .

(c) While conducting audit of VED Ltd., you as an auditor are not only 4
prevented in completing certain audit procedures but also are not able
to obtain sufficient appropriate audit evidence even by performing
alternative procedures. How you will deal with this situation ?

OR
DAY2 P.T.O.

© The Institute of Chartered Accountants of India



(6)
DAY2
(c) What are the circumstances in which auditors are required to qualify
their reports of companies Q‘fo,r;rvr%at;tqs‘ ,_r,‘sel?ted? tg) A§S—} ;Dgsclgosgg‘e gf

Accounting Policies’ ? LA

(@) K Ltd. is intending to acquire M Ltd. Your firm of Chartered 5
Accountants is appointed to conduct due diligehce. While réviewing
hidden liabilities list out any five areas which will be specifically

examined by you in your due diligence exercise.

(b) A certificate of compliance of conditions of corporate governance has 5
been issued by CEO of VAM Ltd. In the context of internal control,
which points you as an auditor would like te ensure and examine in the

said compliance certificate ?

(¢) Mr. P, a practicing Chartered Accountant did not reply within a 4
reasonable time and without any cause to the letter received from the
local Police Station, a public authority; soliciting his suggestians as
regards some non-professional work. Comment with refexence to

Chartered Accountant Act, 1949.

(a) During the course of Audit of POP L.td.l, youu as an auaitbr while 5
performing the audit procedures become aware of the exisi:ence of
certain instances which seem to be an indication of non-compliance
with Laws and regulations. List out any five such instances identified
by you as an auditor, suggestive of non-compliance with Laws and
regulations.
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(b) . Under which .circumstanges the retiring Statutory Auditor of a
. Gompany cannat bg reappojnted ?

T T A R e
(¢) “In reviewing any System or Procedure, the management auditor must

concern himself with its purpose as well as its design.” Elucidate how
you as a management. auditor will study system and procedural

functions ?

DAY2

© The Institute of Chartered Accountants of India

5





