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Answers to questions are to be given only in English except in the case of candidates who
have opted for Hindi Medium. If a candidate who has not opted for Hindi Medium, his/her
_answers in Hindi will not be valyed.

Question No. 1 is compulsory.
Attempt any four questions out of the remaining five questions.

In case, any candidate answers extra question(s)/sub-question(s) over and above the
required number, then only the requisite number of questions first answered in the answer-
book shall be valued and subsequent extra question(s) answered shall be ignored.
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1. Examine with reasons (in short) whether the following statements are correct 2x10
=20

or incorrect ;

(@) Few members of the Board of Directors oppose the appointment of
Mr. N, an employee of the company, as an Internal Auditor, stating that
Mr. N is not a chartered accountant and further he is an employee of the

company.

(b) An Auditor is considered to lack independence if the partner of the
audit firm deals with shares and securities of the audited entity.

(c) The Audit Engagement documentations should ordinarily be retained
by the auditor for minimum of six years from the date of the auditor’s
report or is later, the date of the group auditor’s report, which ever.

(d Inquiry alone is sufficient to test the operating effectiveness of controls.

(¢) During the audit process, the Auditor can easily identify all mistakes or
manipulations that may exist in the accounts through routine checking

processes.

(f) PQR & Co., Chartered Accountants, resigned from the audit of a
Government Company and filed the resignation with the company and
the registrar within 30 days. Comment, whether PQR & Co. has
complied with the provisions of the Companies Act, 2013,

(g) K L., a non-government company, was incorporated on 01-10-2017.
Mr. B, Managing Director of K Ltd., himself appointed the first auditor
of the company on 31-12-2017.
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(h) The statutory auditor of ABC Ltd. is of the opinion that communicating
key audit matters in the auditor’s report constitutes a substitute for

disclosure in the financial statements.

(i) When statistical sampling is used to select a sample, sample need not be
representative because the statistical sampling takes care of the

representation.

G) Mr. A is a statutory auditor of ABC Ltd.. The branch of ABC Ltd. is
audited by Mr. B, another Chartered Accountant. Mr. A requests for the
photocopies of the audit documentatlon of Mr. B pertaining to the
branch audit.

2. Discuss the following :
(a) Name the assertions for the following audit procedures : : 5
(i) Year end inventory verification.
(ii) Depreciation has been properly charged on all assets.

(iii) The.title deeds of the lands disclosed in the Balance Sheet are held

in the name of the company.
(iv) All liabilities are properly recorded in the financial statements.

(v) Related party transactions are shown properly.
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Expenses which are essentially of a revenue nature if incurred for
creating an asset or adding to its value for achieving higher productivity
are regarded as expenses of a capital nature. Describe any five such

expenses.

Principal aspects to be considered by an auditor while conducting an
audit of final statements of accounts.

List any five points that an auditor should consider to obtain an
understanding of the Company’s automated environment.

What constitutes a ‘true and fair’ view, is the matter of an auditor's
judgement in the particular circumstances of a case. In order to ensure
‘true and fair’ view, anditor has to review certain points. Mention any

such 5 (five) points in brief.

Mention any five attributes to be considered by an auditor while
verifying for depreciation and amortisation expenses.

As statutory auditor of the company, list out audit procedures required
to be undertaken for the following :

(i) Interest income from fixed deposits.
(1i) Dividend ipcome.
(iii) Gain/(loss) on sale of investment in Mutual funds.

Also indicate disclosure requirements of above as per Companies Act,
2013,
TREM-H
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(@) M & Co. was appointed as auditor of IGI Ltd.. As an auditor what are 8
the factors that would be considered in the development of overall andit
plan ?

(b) State the matters to be included in the auditor’s report as per CARO,

2016, regarding

(i) Private Placement of Preferential Issues. 2

(ii) Utilisation of IPO and further public offer. 2
(c) Briefly discuss the limitations of Internal Control. 6

(d) Discuss the techniques available as Substantive Analytical Procedures. $

(a) Define Emphasis of Matter Paragraph and how it should be disclosedin 5§
the Independent Auditor’s Report ?

() At the AGM of HDB Pvt. Ltd., Mr. R was appointed as the statutory 5§
auditor. He, however, resigned after 3 months since he wanted to
pursue his career in banking sector. The Board of Director has
appointed Mr. L as the statutory auditor in board meeting within 30
days. Cominent on the matter with reference to the provisions of

Companies Act, 2013,

(c) XYZ & Associates, Chartered Accountants, while eva-luating the 5
operating effectiveness of internal controls, detects deviation from
controls. In such a situation, state the specific inquiries to be made by
an auditor to understand these matters and their potential consequences.
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(d) Mr. A is appointed as statutory auditor of a company for the Financial 5
Year ended 31* March, 2018. During the course of audit, it was found
that few doubtful transactions had been committed by finance manager
who retired in March, 2018, The fraud was going on since last 2-3 years
and the total amount misappropriated exceeding ¥ 100 lakhs, As a
' statutory auditor, what would be reporting responsibilities of Mr. A ?

6. Answer any four :

(@) M/s. ABC & Co. is an Audit firm, having partners CA. A, CA. B and 3
CA. C. The firm has been offered the appointment as an Auditor of
XYZ Ltd. for the Financial Year 2017-18.

Mr. D, the relative of CA. A, is holding 25,000 shares (face value of
¥ 10 each) in XYZ Ltd. having market value of T 90,000. Are MJs,
ABC & Co. qualified to be appointed as Auditors of XYZ Ltd, ?

(b) Mr. M; has served as an auditor in the Co-Operative Department of a 5
Government, is appointed as a statutory aunditor by a Co-Operative
Society that has receipts over ¥ 3 crores during the financial year. He is
not a Chartered Accountant. Mr. D, Chartered Accountant is appointed
to conduct tax audit of the society under section 44AB of the Income
Tax Act, 1961. Comment.

(¢) Mr. A approaches a bank for financial assistance for his upcoming 5
project. The Bank Branch Manager, after verifying the proposal, is
agreeable to financing Mr. A, but asks for the security to be offered to
the bank. Discuss the nature of securities required to be offered to the
bank.
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(d) State the objectives of audit of Local Bodies. s

(e) The auditor should understand and consider the risks that may arise s
from the use¢ of Information Technology (IT) Systems.
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(Hindi Version)
T weiRial ) Srgewt Rregin e smem g 8, Wt ¥ I Faw SR H AT )
a8 el fore et mem T g 8, b d smodm
Tt 3 R 3 Rl v It 1 e Tl @A
ok B C o ST
A9 yle vt § & e ) e & SR |
e et R s & ot s / s I e 2, 9 v gfv  vEer
Tt Rl ) o et / st 1 o i e R e stfrfer SR/ it 3
waT i S fem s |

, Marks
1. FefeRes e & wdt o mera 9% % wRoi aftw e A 2:;3
(@ @, S Foht & T employee) ¥, % i s ¥y 9
W st 3 e wvew % T wewi g iRy 98 s ¥g
ot & 6 Y. o, O et rarmer v & 3 o & w0 8 )
) I R o o F wdeR, SRR B T @ e ¥ A T
Wit % sha-fora w0 § AW s A adm i s h AR Y |
©) T G T GR PG TGER (Audit engagement) F FIAT HY
e Hi R i e @ F7 F +9 5: =4 7% 1@ 9 =R, @,
TS WG, U ke ) Ro it fafr o |
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(@) Tt i ywe e 9 ste & R @A (Inquiry) S #
W | .

() e yiirar & I, sibwe frafia wie wien g ol @ of
Tt 3 s 9 g T | |

(® PQR & Co., T AGTHR, TF HEHH 0 ¥ sidhamor & vt fan 3k
TR Bt et 7 g B v R 3 o aw R | 791 POR & Co. 2T
A HT, 2013 % T P Y grern o R, =TET L |

(® K. Ltd, @ R-Swpt %0, 6 e 01-10-2017 F B 7 o |
fir. &, S o ot & Teivhim e &, @ 3 @ S vuw e
F e 31-12-2017 M & |

() ABC Lid. % faifers 3% & 70 & srqam, sideo foitd § 76 (key)

3 TR B wAEn W fea ol % TEdAET w1 G
© (Substitute) BT} |

() T WIFEHHT (statistical) T Y TGy 1 40T U T H 7T % g
fopam <t &, <t 3 1 RPRIE (representative) BT ST T 2

| Fifer wifeasht R & wfefRr (representation) 1 &I wET AT R |

() Mr. A, ABCLtd. % f4ft% oi%ere § | Mr. B, T o=t w72} d@mm, %
¥RT ABC Ltd. St SITET %1 3Teh&0T 63T 17 | Mr. A, Mr. B & S
FHET Q FERIT B FAN (documentation) Y e TRy 23 3 Ry

e FET R |
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2. (&) To=r e ufEmatt & o oM (assertions) Y TEIH (Identify) B 1 8
() wE*AfmErRtT.
(i) |t Fufet o) e T BT Y e o
(ii) atﬁﬁdﬁa?m(riuebeeds)shﬁsﬁ?ﬂaﬁwﬁﬁﬁ@it
SR FTARE |
(v) |t et o farier fevarott 7 wél S |
(v) Hafid A (Party) SHEHI ! W@ AN |
® G I TS w9 § e it ¥ af ¥ w Rl w@ofy
I ITET T 6 I g F o Rl T E @ dolire = SR
w1 e § | 9@ Rl e et vl
) TG % few RyaRon w1 hev HQ GHT TH AHEH B A TH 8
forgatt = o o T el |
(@) & =l ufe fargail #1 RTd ot 6 o % @l TR (Automated g
Environment) %1 G731 % fo & & w&A =1iEd |

3. (2) et s ot I TR Tt g aou’ A oA g RRIT 5
- foola @ Pt e } 1 wE T goaar ) Rgaedaar & R, i
35 it frgall i wita = & 30 Rt ot frgalt o e &
Ecicead
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(b) Wmmmﬁﬁmmmomsmon)wﬁﬁhﬁﬁ% s
mmﬁt@?mﬂwﬁﬁmmmﬁwmﬁl

©) wm%ﬁﬁﬁﬁm%mﬁ ﬁnmﬂﬁﬁmﬁmﬁm
I AiH3T B waTE -

() aEfy et | = ) s 4
(i) SN A 2
(iii) =Y B} F Fram % fpra w o / (1Y) 2

I Fft Y S orifam, 2013 % 37ia gul waeh sEwEeT 2
+1 ¥t 31l =t |

(a) M&Co.ﬂ%lGILﬁ.%ﬂwﬁ%wﬁgﬁﬁ:mwmmﬁm 5
%mﬁ,ﬁqyfaﬁmwm(plan)ﬁwﬁtgﬁwmﬁﬁ(fm)aﬁ
e & T S |

®) CARO, 2016 % AW, 3ikerv fed F frr & iy e it )
it fra ST 2
() YSIREIRG (Preferential) Fri 6 =tfema PaRFF (Private 2

Placement)
(i) " IPO ¥ 3R ¥ Wi Seaat (Public offer) T ITNT 2
() iR foveizror Y wfirit ot widdy & o =t | : 6
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(d) Yo favafya miaftrat (Substantive Analytical Procedures) HEq R s

T 363 R o1 w1 o

(@) a1 7E ATEBE (EOM) ) TS L 9o W svam H AR 5
% & form wepTt gl ST & 7

(b) HDB Pvt. Ltd., i a1fis Fmamor @ (AGM) % &, Mr. R®1 fafes 8
sither Prge R T o | gl SER o A A vl € R
e o SRk dwex § 37T AR (Career) ST =780 & | 9+t
iy wvee 3 Mr, L 9t A B3 § nveew ) qan & Rt e
fareper w60 TR | e T 3 st TR, 2013 % SrEET R v &
TG ST (comment) X | J

(€) XYZ & Associates, T8} SRETHR FRT e fFrmoil il y=eH e §
#1 site & @ Pl § wRada (Deviations) T TT | T WHR
wta ¥ N SiHES % gR 3T AHIET a1 I TSR IR &g A
T It R BT (Specific mquiﬂesﬁ B A3 |

@ M AR TR 208N TR SR EsHmies s
e Prgga fe w1 e F Ao 7 TR R 3wl
SEER Y (doubtful Transactions) S5 ¥ farefa #or & gra 53
3 6 W, 2018 # ferad 8 R | & (fraud) A F-AR AW AR
mmmwmaﬁrﬁtummﬁmﬁﬂilﬁmm

FwH, Mr. A F FafET i saeie =0 @ 7
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ﬁﬂﬁmﬁ;maﬁq:

(@

(b)

(©

M/s ABC & Co. i % a7%ewi wf & 39§ CA. A, CA. B ¥ CA. C
wier € | B R XYZ L. S0 § et 18 2017-18 & R
3% % w9 # fighe ¥g e S T & | Mr. D, St CAL A T
Raer &, XYZ Lid. $# & 25000 St (T T T T 10 W)
i1 iR & Rht AR ST 790,000 1 9 MJs ABC & Co., XYZ
Ltd. 3t 3% e fed sm g § 2

Mr. M3 0% TR & Co-Operative FIwm & 3ibers % w7 3 %514 fear
m,ﬁﬂqmﬁmﬁ&am%ﬁﬁmm%mﬁﬁgﬁ%m
wé,ﬁmﬁmﬁ%mwmﬁsmﬁmﬁélﬁ
FE AGEHR T ¥ | Mr. D, T TR, W FARRE drared &
BN (Tax Audit) ¥ TR S, 1961 9 4rT 4448 &
et forger i e & | =amEAT (Comment) %% |

-m.Aﬁm%anﬁm@fm%ﬁﬁ,wﬁa;ﬁﬁ?ﬂwam%gm
. |§asaiaﬂﬁm%maﬁvﬁ'a%mmuﬁﬁﬁam%

el gl 3 4, v ¥ ¥ s o s e 23 o o
L) lﬁﬁﬁﬁﬂﬂﬁ’{ﬁﬁ@e@ﬁﬁes)ﬂﬂ?ﬁﬂmﬁﬁ I

@) R FEt % sikaor & siwl @ T |
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(e) 31%7&135 Eo| L GEL senfireht ot (Information Technology Systems ) Sl . 5

AN S 9T Fore SREHT bt e B TE F wnEET ey ?
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