CHAPTER — 2 AUDIT QUESTIONS

MTP SERIES | JAN-25

Q. Audit programme is a list of examination and verification steps to be applied and set
out in such a way that the inter-relationship of one step to another is clearly shown and
designed, keeping in view the assertions apparent in the statements of account
produced for audit or based on an appraisal of the accounting records of the client. For
example, while auditing a company’s inventory, the program may include steps to
verify physical stock counts, ownership rights, and valuation. What are the advantages
of an audit programme? (5 Marks)

Q. Lotus Ltd., a rapidly growing manufacturing company, appointed Ridhi & Co., as
statutory auditor. The engagement team of Ridhi & Co. identified key areas requiring
scrutiny, such as revenue recognition, inventory valuation, and related party
transactions. Based on his professional judgment, CA Ravi, the engagement partner,
directed the engagement team to focus on these critical areas, emphasising the need
for detailed testing to ensure accuracy and compliance. Give some examples of the
factors need to be considered by CA Ravi for establishing the audit strategy. (4 Marks)

MTP SERIES Il JAN-25

Q. The engagement partner, of a firm of auditors, is explaining to his audit team,
undergoing practical training, the inter relationship between audit strategy and audit
plan. Discuss the points which the engagement partner will explain to his team in this
regard. (5 Marks)

Q. CA Tanuj, the auditor of Kiran Ltd., completed the audit work and issued the
auditor's report on 18th August 2024 for the financial year ended on 31st March 2024.
During the final assembly of the audit file, he discarded some supporting schedules as
same were outdated and corrected cross- referencing errors of working papers. No
new audit conclusions were drawn, and the final audit file was assembled on 10th
October 2024, On the basis of Standards on Auditing regarding audit documentation,
comment on the action taken by CA Tanuj. (4 Marks)

Q. "In establishing the overall audit strategy, the auditor shall, among other
considerations, ascertain the nature, timing and extent of resources necessary to
perform the engagement". Explain those considerations in detail. (4 Marks)

RTP JAN 25

During the audit of ABC Ltd., a medium-sized manufacturing company, the
engagement partner is responsible for directing and supervising the work of the
engagement team. The team includes both experienced members and several new
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trainees. Additionally, certain areas of the audit have been identified as high-risk, such
as revenue recognition and inventory valuation, due to recent changes in ABC Ltd.'s
accounting policies. What factors should the engagement team members consider
when determining the nature, timing, and extent of direction, supervision, and review of
the engagement team's work?

MTP SEP- 24 SERIES |

Q. Subodh has recently joined an audit firm as an articled clerk. He was in process of
assembling audit working papers in audit file of Cop Limited, as per the instructions of
his senior. While assembling, he noticed following working paper in audit file:

Timing of Audit Activities
Audit Planning 1 July,2023- 5 July,2023
Review by EQCR 6 July,2023- 7 July,2023
Audit Field Work 10 July,2023- 20 Aug,2023
Review by Manager 21 Aug,2023

Review by Engagement Partner 22 Aug,2023- 25 Aug,2023
Review by EQCR 26 Aug,2023- 27 Aug,2023
Response on Audit Memo 28 Aug,2023

Review by Partners- internally post 29 Aug,2023

response on audit memo
Review by EQCR 30 Aug,2023
Finalization of Audit Report and Financial | 1 Sep,2023- 2 Sep,2023
statements
Issuance of Audit Report and Financial 3 Sep,2023
Statement

The above working paper lists certain factors which are considered by the auditor while
establishing audit strategy. Explain how these considerations highlighted in above
working paper could have helped the auditor? (5 Marks)

Q. CA Tina, while inspecting financial statements of a company, notices that gross
profit ratio of company has increased from 14% in year 2022-23 to 24% in year 2023-
24. Considering the above, she has assessed the risk. of material misstatement to be
high with respect to assertions relating to revenue and various direct expenses. CA
Tina wants to know few possible reasons which could have led to abnormal jump in
gross profit ratio.

During the discussion among engagement team members, her junior Ms. Tisha,
expressed her view that detection risk in this engagement should be kept at high level.
(i) List out a few possible reasons which could have led to abnormal jump in gross profit
ratio.

(i) Do you agree with viewpoint of Tisha? Provide reasons for your answer. (5 Marks)
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Q. Sanjana is of the view that there exist some disadvantages in the use of audit
programmes but most of these can be removed by following some concrete steps. Do
you agree with her perspective? Comment. (4 Marks)

Sep 24 series I

Q. M/s TP & Co., a firm of Chartered Accountants, has been conducting audit of KSR
Ltd. since last 4 years. KSR Ltd. has diversified their business into newer areas during
the last year. The senior member of the audit team handed over the standard audit
programme of earlier years to the audit assistants and instructed them to follow the
same. The assistants are conducting the audit accordingly. Whether the attitude of
the audit assistants is justified? Guide them. (5 Marks)

Q. CA D is planning an audit of a listed company. List specific
documentation requirements in accordance with SA 300 in relation to
planning such an audit. How such planning documentation is useful? (4 Marks)

RTP SEP 24

CA N, engagement partner of LPS & Associates, is planning for audit of a large
company. As part of preliminary engagement activities being performed in this regard,
he wants to ensure that compliance with independence requirements is adhered. How
shall he form a conclusion that audit firm complies with independence requirements?

EXAM QUESTION SEP 24

Q. EFG Ltd has appointed Mis. MN & Co., Chartered Accountants, as the statutory
auditor for the year 2024-25. CA N, the engagement partner, completed his risk
assessment procedure. However, he is Concerned about the management of human
resources to be employed to conduct the audit. For this purpose, he wants to establish
an overall audit strategy for setting the scope, timing and direction of the audit.
Describe how the process of establishment of overall audit strategy will assist him in
managing deployment of his human resources for various audit areas. (4 MARKS)

Q. M/s. PK & Company, Chartered Accountants, are the statutory auditors of IC
Limited. CA Tarun, partner of M/s. PK & Company, was entrusted to supervise and
verify the inventory items as on 31.03.2024. During the process of verification, a large
chunk of draft inventory sheets were accumulated and then a final inventory sheet was
prepared. The audit assistant has kept all these drafts and the final inventory sheet in
the audit file. Is the approach of the audit assistant correct? Which papers/documents
may not be included in the anht documentation? (4 MARKS)

May 24 series |
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Q. Auditor shall develop an audit plan that includes description of audit procedures.
Specify requirements in this regard. (3 MARKS)

Q. Adequate planning benefits the audit of financial statements in several ways.
Explain. (3 MARKS)

MAY 24 SERIES Il

Q. Planning includes consideration of the timing of certain activities and audit
procedures that need to be completed prior to the performance of further audit
procedures. For example, planning includes the need to consider, prior to the auditor’s
identification and assessment of the risks of material misstatement, certain matters.
Discuss those matters. (4 MARKS)

Q. The ascertaining of reporting objectives of engagement helps the auditor to plan
timing of different audit procedures and also nature of communications. Give three
instances to explain. (3 MARKS)

Q. The auditor needs to direct efforts of engagement team towards matters

that in his professional judgment are significant. Preliminary identification of material
classes of transactions, account balances and disclosures help auditor in establishing
overall audit strategy. More energies need to be devoted to significant matters to obtain
desired outcomes. Give three examples to explain the above situation. (3 MARKS)

RTP MAY 24

Q. Preliminary engagement activities include certain activities to be performed by an
auditor while planning an audit. Discuss such activities briefly. How performing such
activities assists an auditor?

Q. The assistant of CA K is assigned responsibility of drafting “audit programme”
relating to purchases appearing in financial statements of “Broad Industries”, a
partnership firm. The said firm is a GST registered tax payer and is engaged in
manufacturing of packing boxes from a special type of paper taxable under GST. Help
him by drafting a sample audit programme for purchase

EXAM QUESTION MAY 24

Q. APR & Assaciates, a Chartered Accountant firm, are appointed as the auditors of
Time Ltd. and Bakes Ltd. The volume and nature of business of both the companies
are entirely different. CA R is the engagement partner for Bakes Ltd. CA P is the
engagement partner for Time Ltd. CA R formulates an Audit Programme for conducting
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.
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In light of the above, mention the matters that should generally be considered while
preparing an Audit Programme. Is CA P correct in emaphasizing for a different Audit
Programme for Time Ltd. ? ( 4 MARKS)

Q. Mr. Dan auditor, while auditing ACE Ltd., identified certain misstatements in relation
to particular class of transactions and account balances. He had communicated same
to those charged with governance and also taken written representation for the same.
State the audit documentation required by the auditor regarding misstatements
identified during the audit. (3 MARKS)
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