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 CHAPTER – 11 AUDIT QUESTIONS 

 

MTP SERIES - I JAN-25  
 
M/s KSJS & Associates are the statutory auditors of Moon Ltd. for the financial year 
2023-24. During an audit briefing, CA Sanket, the engagement partner, explained that 
the auditor must assemble the audit documentation in an audit file and complete the 
administrative process of finalising the audit file on a timely basis after the date of the 
auditor’s report. He also highlighted the requirements of SQC 1 regarding 
establishment of policies and procedures for the retention of engagement 
documentation in a firm. Explain the requirements related to the timely assembly and 
retention of audit files in accordance with relevant Engagement and Quality Control 
Standards (5 Marks) 
 

MTP SERIES - II JAN-25 
 
Familiarity threats are self-evident, and occur when auditors form relationships with the 
client where they end up being too sympathetic to the client’s interests. Explain. (4 
Marks) 
 

RTP JAN-25 
 
CA Sudhakar has been appointed as the auditor of AMRO Ltd. Before accepting the 
appointment, he learns that his cousin, who held shares in the company and recently 
passed away without children, named him as the nominee for these shares, which have 
substantial value. Although holding such shares through a distant relative does not 
violate legal provisions or affect his independence, this unexpected inheritance  
places him in a dilemma. Advise CA Sudhakar on how he should deal with this situation 
and safeguard his independence. 
 

MTP SEP 24 SERIES I 

 
CA H has been offered audit of financial statements of a society engaged in promoting 
social causes, such as setting up of drug de-addiction centres for misguided youth and 
rehabilitating such young people by helping them find avenues of gainful employment. 
However, CA H failed to send audit engagement letter to the society’s governing body 
and proceeded to conduct the audit. In the absence of this letter, the governing body is 
of the view that purpose of such an audit is to provide absolute assurance against 
probable errors and frauds in the financial statements. Does it constitute violation of 
fundamental principles governing professional ethics? State reasons for the same. (5 
Marks) 
 
SQC 1 requires assumption of leadership responsibilities for quality within firm. Are 
such leadership responsibilities required for audit engagements only? Who assumes 
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such leadership responsibilities within firm? How it is important for audit quality? (3 
MARKS) 
 

MTP SEP-24 SERIES II 

 
NO QUESTION  
RTP SEP-24 

 
ABC & Associates, an audit firm, has been approached by a prospective company 
client that has been in business for about 10 years to conduct an audit of its financial 
statements. Before accepting the audit engagement, the firm wants to access the 
integrity of prospective client. With regard to the assessment of integrity, which matters 
should be considered by the audit firm? 
 

PYQ SEP-24 

 
CAP is a professional accountant in service. In terms of employment and professional 
relationships with employer he has to be alert to the possibility of inadvertent disclosure 
of any information outside the employing organization. However, in view of disclosure 
required by law, CA P had to divulge the information and documents as evidence in 
course of legal proceedings. Whether CA P has violated any fundamental principle 
governing professional ethics in this case ? Explain. 
 
Mr. J is an articled clerk with a big Chartered Accountants' firm. He is a part of the 
engagement team which is conducting the audit of a company for the first time. They 
are assigned with the work of preparing the draft audit engagement letter. Mr. J is not 
sure how to go about with this work. Explain what is Audit Engagement Letter and what 
are its contents ? 
 

MTP May 24 SERIES I 

 
Q. CA Tripad (engagement partner) based at New Delhi is external auditor of Lap of 
Nature, a firm, since last three years. The firm is engaged in business of providing 
tourism services including holiday packages to its club members. It has also provided 
auditor including his team members free holiday for a week every year in one of its 
premium resorts in Ooty in the State of Tamil Nadu. The company has also booked free 
air travel for engagement team members during all these years. Discuss why Chartered 
Accountant is not acting ethically. How are familiarity threats created in above 
situation? (3 Marks) 
 
Q. SQC 1 dwells upon engagement quality control review (EQCR) as part of system of 
quality control in a firm. Why is such a review required? For which type of engagements 
EQCR is mandatory? What should be approach of firm for engagements for which 
EQCR is not mandatory? (3 Marks) 
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Q Professional Behaviour is one of the fundamental principles governing professional 
ethics. Explain its meaning. Also, give example of a situation where a Chartered 
Accountant fails to follow this principle. 
(3 Marks) 
 
Q. An engagement partner takes overall responsibility for maintaining audit quality in an 
audit engagement in accordance with SA 220. What are his objectives in taking and 
emphasizing such responsibility? (3 Marks) 
 

MTP May 24 series II 

 
The auditor shall agree the terms of the audit engagement with management or those 
charged with governance, as appropriate. The agreed terms of the audit engagement 
shall be recorded in an audit engagement letter or other suitable form of written 
agreement. Who gives engagement letter to whom and what is included in such a 
letter? 
 

RTP MAY-24 

 
Q. CA X has been offered audit of financial statements of TDK Industries, a partnership 
firm. Prior to accepting proposed offer, he insists upon obtaining an agreement of 
management regarding acknowledgment of its responsibility of having a proper process 
in place to ensure that financial statements prepared are free from material 
misstatements. However, management is of the view that it is auditor’s duty to detect  
material misstatements in financial statements and such an insistence by auditor is 
totally uncalled for. Whose view is proper? Also discuss reasons for arriving at your 
conclusion. What should be likely proper course of action for CA X in above situation? 
 
Q. “SA 220 is premised on the basis that the firm is subject to SQC 1”. What do you 
understand by given statement in context of audit quality? 
 

EXAM QUESTION May 24  
 
Q. CA M is the engagement partner of the firm M/s Y2Z LLP. and he is auditing the 
financial statements of a listed entity ABC Ltd. The audit firm has determined that an 
engagement quality control review is required for this assignment. Discuss the 
responsibilities of CA Mas an engagement partner for engagement quality control 
review as per SA-220. (4 Marks) 
 
Q. A professional accountant is expected to comply with the fundamental principles of 
professional ethics at all times. Explain which fundamental principle governing 
professional ethics is violated in the following situations? 
(1) A chartered accountant in practice accepted the appointment as an auditor of a firm 
in which his sister was a partner. 
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(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. (3 MARKS) 
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