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PART -1
’ /‘_/ﬂ [
1. /’M/s DEE & igtes-have been gppointed as the statutory auditor of JKL
u,fomm’ﬁ?st/ time for the h\:ﬁncial year 2024-25. The engagement
partner, CA D, is briefing hléacngagcmcnt team about the need of
Engagement. Stnﬂdﬂrds and qun]ny control ~ standards— in"th the areas of
financial statement-audits and- lnﬁther_typ&of assurance services. Out of

the following which one point IS not correct about why standards are
needed ?

(A) Standards ensure audlt quality.

(B)  Standards equip professional accountants with professional knowledge
& Skill.

.Standards promote umfonmey as audit of financial statements is
carried out following these Standards.

‘ N~

Standards ensure carrying out-of audit against established benchmarks

at par with local practices. ="
<t

RDB & Co. have been appointed as statutory auditors of INA Group of
hotels. This is the first time the firm is auditing an industry in food &
beverage. The engagement partner, CA R, and other key members of the
engagement team have undertaken the activity of development of an audit
plan of INA Hotels after thorough understanding the Hotel's business and
its environment. As per SA_300description_of which of the “following
matters is not a part ¢ of developing an audit it plan ?_

(A) The nature timing and exth of planned further audit procedures at
assertion level. 'd:

(B) The nature, timing and extent of planned risk assessment procedure.

(C) The nature, timing and extent of resources necessary to perform the
engagement.

(D) _Other planned audit procedures that are required to be carried out so
that the engagement complies with SAs.

SMR1
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of a company wanted the auditor to certify Export

The Board of Directors
e auditor also

s during the year for submitting to the authorities. Th

sale
n letters to be sent to various debtors and creditors

signed the Confirmatio
for confirming t@gr balances as on 31.03.2024.
UDIN is rcquircflzo be generated by the auditor for:
(A) Conﬁnnatig\;lettcrs only.

(B) Export sale?&uring the year certificate only.
(C) Both Export sales during the year certificate and Confirmation letters.

(D) No UDIN is required to be generated.

Case Scenario—1: N

e
GHB Ltd., a listed cotipany, having iw@mce @ i< in the
business of blending, b?ocessing, packing and selling various b of Tea)BPP

& Co. LLP, Charteredccountants, are appointed as the-statutory auditors of the

company for the financial year ZUZ__}%?_:_CA B is the engagenent partner for the
\ /— e ——

assignment. ‘
\/ J— f_:j—"——‘,&\
The company has a centralised warehouse near the border of Himachal Pradesh.

CA B’s attendance, dh‘SI“—March,—;‘ZOZ:,/zit’Lbz.physi\cal inventory counting in

—————

respect of the sai i i \
espe _al@, wawe becam /1n3p£act1cable\>n account of natural

S — »

calamity-im-that area. ft.also became impossible for CA B to perform alternative

o e e

: 0n - 4 . .
/?dlt‘_p;oceduxes to o&?m sufficient appropriate audit evidence regarding the
xistence and congiitidn-o‘f the Vinventory_ i s et g

instructed hi i | se
: :15 a;swtan?to t§5t the,cquqls,;haLt\})e company had set around the
emplgWenscs. ? being satisfied with the controls maintained | by

e — it ———— i ——

The cossam7Tad oren
- e e company had spent_huge_amount_on employee benefits. Hence,-CA-B

e — T ———

the compfmy,.hf-_instructe [S-teari 10 bifurcate the employee benefit expenses
into salaries and wages, contribution to PF, expenses on ESOP/"ESPP and staff

v

N

welfare expenses.
- - -
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The engagement parmerf(.:A ®, while evaluating, validating and reporting on the
o d efficiency of Intemal fifiancial controls at GHB Ltd, (ﬁi’s'o.-irh—:;_s;:?i

de " directors, independent g; =t ' :

P e di 3 irectors and the"audit committee the way in

P' e Companies Act, 2013 has placed . OO B

hich the= T d.greater emphasis on the effective

implementauon 8 on the internal ¢ditrols of a company.

me constaNS CAB s ynder procen

frame. He h

pue to ti

sSUre to issue a clean report in the

as insu : .
(e ffi°1en111m,¢ tazproperly perform or complete the
Jevant duties 887 77"~ “XX OPriate audit report.

r//‘/ardofﬁirectors want CA B o
The

essional income"of BPP &
. have undue d erice on the fo
Co. - ; ue dependence on the fees from
///d-’ Eb ut losi o
GHB L. 20ut losing the engagement.
Based o the aboVe facts, answer the folgz;g Q. Nos. 4 to 8.

: dlines, .0
Due to tight dea Y C.A B has insufficient time to properly perform or
complete the re?ev. uties afld he has t'a\::éign off clean audit report. Which
fundamental prlIlClple governing profesg

Tofial ethics is disregarded by him ?
(A) Professional behaviour

(B) Professional competence and due care

(C). Integrity

(D) Objectivity

N

™
Undue dependence on the fees from GHB Ltd. creates which threat of
independence for the auditors ? P~

(A) Familiarity threat
(B) Intimidation threat
(C) Self-interest threat
(D) Advocacy threat




6.

(6)
SMRI
Since it became impracticable for CA B, on 31% March, 2024, to attend
physical inventory counting at the warehouse and also became impossible

to perform alternative audit procedures to obtain sufficient appropriate audit
evidence regarding the existence and conditions of inyentory, CA B shall :

(A) Rely on GHB Ltd.’s perpetual inventory rccords; n’s audit evidence and
NS

express unmodified opinion.

(B) Take Management Representation regarding-+the existence and
valuation of inventory and mention in Emphasisof Matter paragraph.

(C) Omit altogether the audit procedure of physical inventory counting -
from the audit programme because of impracticability.
(D) Modify the opinion in the auditor’s report in accordance with SA 705

as a result of the scope limitation.

Which assertion concerning the bifurcation of employee expenses into

various heads is being verified by CA B ?

(A) Measurement
(B) Occurrence
(C) Completeness

(D) Disclosures

With reference to reporting on the internal financial controls system under

the Companies Act, 2013, which of the following does not fall within the
do

nature of responsibility of GHB Ltd. ? oy
(A) Directors’ responsibility statement to state that the Directors had laid
down internal financial controls to be followediby the company and

that such internal financial controls are adequate and were operating
effectively.

In accordance with the tefms of reference specified in writing by the
Board, act of every audit committee to include evaluation of internal

financial controls and risk management systems.

SMR1
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(C) ,Board of Direclors have to appoint an expert to state that the internal

i trol
financial con ,S of the company are commensurate with the size and
nature of its business,

f cod :
) In terms O ¢ for Independent Directors, independent directors to

mselves sat; :
get the - Sal{i{jed that financial controls and systems of risk
!nanageme e OE&St and defensible.

r"-.
L5
Case scenar) 0»4""'5 g

Company-i§a fj
f {RISH & I of Chartered Accountants Wased in Punjab) CA

and CA SH
7 CA{CA/I, are the partners of the firm. The firm is engaged in

, ) )

— judit_assignments. The ¢ P

yarious 25 : t, - .~ ~hgagement partners, who were handling their
iye assignmen S Ior the f

f . during nancial year 2023-34; dealt with the foll6Wing
ises 255 i

heco
C 3 £ it ;
s KRISE_& ,4%:‘:28 ginted as the joint auditor along with’M/s. PK and
A

IS : :
R theirrespective audits,
nd M/s. RS S advl b

s a e Tatdit
ssoc1a e.w...;,,m«r—"-—“""—”--"!"”‘ nd Associates for the audit “of~a~large
m“"'anufa?turlﬂg company.tf?r the financial year 2023-24. CAKis in charge
3 <¥ . ’
of thi They | have divided their audit areas and have ART-tdERtiTied

the common audit areas, which will pe applicable tq a]] the > joint. auditors
While fonning_}_lﬁfpjﬂi_{{n» A_ 'K. ht‘]_ a c}ifferent opinion whergas, the other

“\Ewo aqu’- fimjsasllgge’d "thgame_foplngn'r ‘Both~of them contended that as
they were forming a majority, M/s KRISH & Co. will have to agree with

AL P P e e W S i i ~

their opinion.

. s conducting the Statutory audit of PAWAN Ltd. He observed that,
O

during the year, the company has issued shares at premium and has

transferred the amount réceived as premium to securities premium it
R e SR i A A T R S ST oa—"m——

He wants to ensure that PAWAN Ltd. has utilised the amount available in
g P A P A T AT I Y e IR TR -

e e e - v - ¥ - E - ——— e ———y
the securities premium amount_for_the, _purposes...permitted, under the
RSl & b ot ote o bt BTt B 0 B [ S0 IR L BN B

-

Companies Act, 2013.
| RERETETL  T A ERRe
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Registrar of Co-operative-Societies-hasappointe MJs KRISH & Co. 3s the

.

statutory auditor of (NAND Co-Operative Socjg_\ti‘fcr’thc-ﬁnanci‘él'year

2021'3-2&.,.CA.-I 15. lo&{mg-aﬂ‘:r‘ghe_:a'@t,_of " the_said_registered_society-
During the year, in terms of Section 34 of the cooperative societies Act,
o YN {» ) e n
with the sanction of the Registrar, Society has contributed for charitable
\ M.m___,.—-—,..m..l B

P ————I Sy . 5 I e T
purposes as defined in section 2_of-the_ Charitable. End_ogymw
CA I is ensuring whether require ments, as regards contribution made, have

been complied with. "
_have.

Wgagemw.;armeISJndjheﬁudit-teamﬁﬁMZS_KRISH & Co. hav
iew the

deliberations and discuss_ions_ey,ery.week“through.googl,e__meet to review 1o
st (Casie)

v . . . .
progress of their respective assignments. During last such meet
extent of

managing partner, briefed to the t

audit documentation in terms of SA 230, while citing exagi_
holuded as a part of audit documentation.

twed,aq well as to be 1
™
O

@é following Q. Nos. 9 to 12.
am as a part of

eam about the form, content, anc
pies of 1ecorCs

Based on the above facts, answer

Which of the following need not BE included by the audit te

audit documentation during handling of their respective assignments 2
(A) Draft audit engagement letter.
(B) Significant and specific contracts and agreements.

(C) Summaries of significant matters.

(D) Checklists. A\
> P
O

In case of difference of opinion Beteen the joi
action can M/s. KRISH & Co. takegjvhile issuing the audit report ?

; N o, -
(A) They will have to agree with the opinion formed by the majority
auditors, but they can mention their view in the Emphasis of Matter

nt auditors, what course of

Paragraph.
(B) They will have to agree with the opinion formed by the majority of

auditors.
SMR1
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(C) They can add 2 separate audit opinion Paragraph in the common audit
report- ‘

) They can issue a Separate audit report and the audit

. reports issued by
the joint auditors g1y make a reference to each other

s audit reporn.

. WAN Ltd. cannot be applied for
. ich of the followmgp -
W

(3) contribute an amount at the appropriate rate aS pet class of the society.,

(B) contribute &1 BMOURt N0t excecdingR0% of the ey

N Profits remaining
after the compulsory transfer to the reserve fund.

LN |
xceeding 20% of the net Lt
(C) contribute an amount not exceeding 39 % 0 PIOfS temiing
after the compulsory transfer to the resérve fund.

N
(D) contribute annually at prescribed percentage of the profits as approved

by the General body of the society.

SMR1




Case Scenario-3:

Mega Power Ltd Jis a manufacturer\of solar lanterns,

villages where there is no reliable supply of electricity. However, due to power

P—
- D——
i

. //_ NN
projects undertakgn by the .gﬂle/glmt‘,j t,-the demand for,their solar lanterns has
r——.f g ‘_.,,_- - —-—-\ﬁ—
significantly-declined pver the past few yeary. i‘: —

oo | .

eI ~
The company was in need_@mr\s for workmg cap; tal and other expenses: .
id

but was not ab WwConsequently, Lthelr suppliers-were-p2
dit termS,.-

e Mt & S S

much later than usual and hence some of them withdrew the creclt__
ash.

P
o pay_cas “on delxvery}hls created a severe ©

o ———T P LT
‘\-..ﬂ.“ e o s WL e

meaning the company hadto
hzrt—othcr‘th’ah the cash crunch there are SEVErT

— e ettt o P s I
crunch and the audxtor feels

e s S et

‘/'l-”
other financial.indicators that cast a significant doubt on. the company & ablllt}’ to

\
— %

continue omg*conUEm

/Js'a'g ~J .
( .

The management of the company, however, assures: the auditor that this 1S .

temporary and the situation will change soon as they care plannmg to diversify.
same<The)

They are. ready to provxde written representation for th the s

al "

Y —
v e
O e TV

their business.

/M — ———
_auditor feels that a materla uncertamty stm The auditor wants the.
ial statements.

7
management to make adequate lisclosure bout this in_the financi
/ ,M "".‘I"\"—‘ e i o e it
a separafe section about thls in his audit report He

The auditor wants to mclude

i ——

N
so contemplating about the kind of audit report.that:

shpuld be issued.

n
al values and diligefice.of management. . He .

g h

is al

The auditor has concerns about ethic

nm—————-

t the reliability of the  representations m made by the management

c ncerned abou
is oncemnes ==
and the audit evid evidence in general. The auditor._i
__/“-

represenjapons-froananag_ementareno/Lril@ble

s of the opmlon that the written

-
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Based on the above facts, answer the following Q. Nos. 13 to 15,

Financlal events or conditions that may cast significant doubt on the entity’s
abllity to continue a8 a going concemn does not include

(A? Inability to pay creditors on due dates.

(B) Inability to comply with the terms of loan agreements.
(C) Shortage of impofthint supplies,
(D) Substantial opcra;tink losses,

: o P

()
DN
. P
Which kind of audit report.wilj. th<<aud|tor issue, if the use (gomg concern )
basis of u:ounting is appropnate, but a_material uncertainty ezgsfs_and

adcqua\c dtSClosum °f tho- matenal unccrtamty is made in the ﬁnanmal'
T Ty ek
etdtcmcnts by the manﬂgcmem ? - I S L NS

-~

SaT “Bisclaimer of Opm'lon
~J
(C) Unmodified oplmori7

(D) Quahﬁcd opinion .\Jf

(B) Adverse opinion

If the auditor is of the opinion that the written representations are not
reliable, what kind of audit opinion should be issued by him 7

(A) Adverse opinion ‘

(B) Disclaimer of opix)ién

(C) Unmodified opiﬁ'{cin and mention the facts .in Other Matters

Paragraph (o)
grap G

(D) Unmodified opirion and mention the facts in Emphasis of Matter
Paragraph




