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PART - 11

\PR & Associates, a Chartered Accountant firm, are appointed 44

the 4
uditors of Time Ltd. and Bakes

Ltd. The volume ang Nature of
wusiness of both the companies are entirely different. CAR is the
engagement partner for Bakes Ltd, CA p 1s the €ngagement

partner for
Time Ltd. CA R formulates an Audit Programme for con

ducting the
audit of Bakes Ltd. He

Suggests CA P to use the Same audit
programme for Time Ltd. But CA P is of the opinion that this audit

programme Will not be useful for the audit of Time Ltd.

In light of the above, mention the matters that should‘génerally be

considered while preparing an Audit Programme. s CA P correct in

emaphasizing for a different Audit Programme for Time Ltd. 2

s : rA
*( b) Agmmm&tﬁl mfﬂﬁlmlﬁah&aﬁ%%y%?I%e stqulP
taking process has been done by the company as on 31.3.2024. The

company has used FIFO method for valuation of its inventories. The

cost of inventory 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 :
(I) Material purchase cost — % 25,05,000/-
(2)  Allocated transport cost- ¥ 18,000/

(3) Abnormal wastage — ¥ 2,000/-
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The Management cocks youl advice in arriving at the value of
in\'enmr}_ to be shown in the financial statements of the company-
What should be the value of inventory in accordance with AS-2 7
Ltd. 3

pointment as an independent director in EF
s Act, 2013 has

FAN

C)
Q ) Mr. Z, at the time of ap
n and

a listed company, came to know that the Companie
. : : tio
Placed a greater emphasis on the effective implementd
. ' to know
réporting on internal controls for a listed Company. He wants

! : ards
the responsibilities as casted under Companies Act, 2013 with 16
pﬁﬂdent

© Internal Financial Control for (1) Directors (2) Inde
(e), 149(8) &

directors and (3) Audit committee as per section 134(5)

P OMpPidtestrsvEBRRrataftaller App
\LEQ,/CA B, an auditor, after the completion of busy audit season, was 3
occupied in assembling of final audit files of one of his client. First of
all, he started preparing various documents of that client and then kept
those documents in various folders. He was preparing documents as
well aé 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 date 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 (@)  CA Q is the Chgagement partner for the audit o

la Departrnema1
tof the rigk assessment

Store.
\S a par Procedure, he wants to m

and others within the entity,

nformation can the auditor get by inquiring from the fol

(1)

ake inquirisgg
of the

Wh

Management

at king of

Inwing ?
Internal audit Personnel

(ii) In-house legal counsel
(iii) Marketing or sales personnel

(iv) Information systems personnel

?b) CA Z, the auditor of MNO Ltd., during the courge of audit

» A5sesses g
risk of material misstatements regarding the

litigationg and clajmg
involving the company. CA Z is not convinced with the Management’s
explanations regarding the: status of the litig

el i StuaycallerAbS
consi (@‘eﬁ‘ﬂﬁjlm tﬁ}tﬂﬁaﬂﬂd&bl\%ﬁﬂl §JH C(MI%E will respond

appropriately to a letter of general enquiry. The auditor sent a Jetter of

specific enquiry 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 counsel to discusls the likely outcome of the
litigations or claims. What will be auditor’s reporting résponsibl.ility if

the management refuses to give permission to the auditor to

communicate or meet with the external legal counsel ?
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3. (a) CA E is auditor of LM Ltd. Before commencing with Current Year's

audit, he initiated planning for the audit. Planning includes the need t
0

consider certain matters, prior to the identification and a3sessment £
o

the risk of material misstatements, Enumerate such Matters

(b) The management of PQ Ltd, changed durmg the period under di
audit,

Mr. G an auditor, at the time of receivin
g Written representa
tion on the
management responsibilities from the mana
gement, was in a 4:
d a d]IE‘n]ma
related to the date of and

representation. Further, new management w
as of the yiey th
at they

can give written representatlon from the date they took over and
and not

for (B pripl etEog whea ol g Sy caller App

_ anaging affairs of
the company. Guide the audj i the
(\ e pany uditor & the Management in this respect,
. ‘\\
\ .
(c) You are appointed as the auditor of a company manufacturing paints,
Thc 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 ?

NRF2
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-~ in of I
ol PSR & Associates are the auditors of The Saturn Hotel, a chain O

iness is prone to frauds,

ﬁ‘\fe |
Star hotels, Since the nature of their bus
at various locations. The

th |
> “Ompany has appointed internal auditors
a system of offective and efficient 1

want to use the work of

1
co . nterna
Mpany has also devised

controls. The auditors, M/s PSR & Associates,
ness, what kind of

the internal auditors. In order to ensure effective
and the

Coordination should be there between the external auditor

Internal audit function ?

(@ M/s KLM & Co, Chartered Accountants, a partnership firm, while
designing tests of controls and tests of details in MN Ltd. has to

determine the jtems for testing that can be effective in meeting the

CamRlgts. pdf available in SfudycallerApRise

t proc

R e ST R e T L T

ltems from a population. State the factors that can be considered by the

audit firm for selecting specific items from a population and also state

the specific items that can be included for such testing.

(b) Mr. L is a principal auditor of OP Ltd. There are several divisions of
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.

NRF2 P.T.O:
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financia] year 2023-24. Mr. B

regarding additional regulatory inform

(8)
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under the Companies Act, 2013 :

T

|

Maximum Loan

LD Ltd. has given below loans to the following borrowers, during the

an auditor wants your Zuidance

ation required tq be Provided

e

. | 0utstanding Loan a5
granted during the
/ Borrowers at 31/03/24
year 2023-2024
R In Lakn)
(X in Lakh)
_____—__—l——______

X (Promoter) 20

df available in Studycglf_er App

Y (Director) 30 250
Z (KMP) 10 os
A (Related Party) 20 10
Others 80 65

Total 160 120
_—
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XY and Associates are auditors of p : 1

o | QR Litd., which provides electrical

i On project basis. The purchases are huge and the auditor
g make sure that all the purchases made during the period are

T

ecorded 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 the analytical

rocedures :
P ures required to be performed to obtain audit evidence as to

overall reasonableness of purchase quantity and price ?

PQ & Co. want to diversify its business and for that purpose they want

2 . .
omplete pdf available in Studyeallesfaie

to raise money by issuing shares 10

of the shares is ¥ 100 but the directors of the company propose to issue

the shares at a discounted rate of 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&

"'l-‘% :
"‘ntlal
E'Q Bra
' ”.!' an

!"I--A 1

-n]E Cor“.lt'HnI‘ ] 1 Te nf a large m :-'"'Irﬁl'_"l'u'.""vi o

_- ]HQ . y --'|'|"|‘l|-.-_.
Eq . rr{f(‘n”‘_ I?]"-"""?*"‘d hi ge a D '

lllprl'! L . nug ImMount m TOmsps P1-

ent (Ppg eI Flant ang
=)
for jts NeW unit. They have added tna
- - ol ~ inl .—2"- .|

MCidens al

ExPense
S to ”}
€ Co
Cost of PPE. The junior audit team member
] 7 1‘\-‘!'E7|3T=_‘.'1

Sure abou._ W o)t

hil:h C
O51s should be excluded from the cost of PPE. Giv
s 0.J 3

EXampleg
of
COsts that should not form part of costs of PPE

A profe
SSlonal :
. aCCountant js expected to comply with the fundamental 3
ethics at all times. Explain which

fundamenta) prip:
al : i ics i
Principle governing professional ethics is violated in the

following Situations 9

Coffipletlrsif avaitableriai® tudycalenMpp: -

an auditor of a firm in which his sister was a partner.

(2) A chartered accountant in practice was approached by his friend
to seek some 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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the ctatutory auditor of a limi
L .

@) You have been nm"l““'fd .
is rfgmered s 8 a Nidb

< At de
the m\m-lng TEQUiTemmt5 Of 'N'Idhl Cﬂ""PﬂﬁY un

company. The company i
g t the Companies

Auditor's Report Order, 20207

v2Z LLP. and he is

the firm M/s
ABC Ltd. The audit

CA M is the engagement partner of

auditing the financial statements of a listed entity
ty control review 18

firm has determined that an engagement quali
tities of CA M as

required for this assignment. Discuss the responsibill

engagement quality control review as per

‘an engagement partner for
SA-220.

Cnmplete pdf avgﬂable in Studycaller App

isation (NGO) for 4
of T 50

Sanskar Foundatmn is a Non- Governmental Organl

orphan children. They have received voluntary contribution
that ¥ 20 lacs are towards the

olving fund. Explain '

| lacs from the promoters, specifying
Corpus contribution and T 30 lacs are towards Rev

the terms “Corpus contribution” and “Revolving fund”

'MNB bank advanced certain loans guaranteed by government. State 4

iﬂle prudential norms for asset classification and income recognition of

NRFZ * P -T -01-
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(d)

vhile auditing ACE Ltd., identified c€
relati
0 : . :
n to particular class of transactions and account

those charged

e. State

e : ,
ymmunicated same 10 with
esentation for the sam

and a
Iso taken written repr
rcgafding

dGC
ume T d 0
ntation I'L"L'll.];ll'lld h}' lhE au itor

Misst
atem :
ents identified during the audit
i,

JK L
td. ha
- 1138 opened a w
new manufacturing unit and for that they want

Plant & m
achine i
ry. Since the capital outflow will be huge, they are

considerin
g of taking i
ing it on lease. They have approached several parties

lease for 11
ear ich i ' '
years, which is approximately the estimated economic life

of the asset
. As per the agreement, JK Ltd. will bear the insurance and

Gamplate Retf.availabladnvaiudinsaldsesa s

have JK i
Itd. entered into and what is the ownership status, the

ac '
counting treatment and the tax benefits of the same ?
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. | the
@ K Ltg, was having a ‘Pager’ manufacturing plant and looking at
ntinuously in

de”‘ﬂ"d it was of the view that the company will grow co

tu ¥ ¥ the

future But, with the introduction of mobile phones In the market
mpan

Plant was shut down completely. The shareholders of the company

i : ot
Were of the view that auditor failed to perform their duty and have n
. S F— inue its
informed to them about the company’s inability to continue
business, otherwise they might not have suffered the loss. L1st down

the factors giving rise to the inherent limitations due to which auditor

cannot provide a guarantee that the financial statements are free from

material misstatement due to fraud or error.

"y,

C‘%ﬁ%ﬁ ote” saPLy AnuBaTs St atei"Rbp

They have appointed M/s C & Co., Chartered Accountants as their

W COVers. 3

auditors. The auditor is establishing audit sugtegy with his team
members. As the 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
Jjudgement, considers this to be a significant factor in directing the
engagement team’s efforts. Give examples of factors that, in auditor’s

professional judgement, are significant in directing the engagement

team’s efforts.
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