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• Crux: Comparing salaries is “substantive analytical Procedure”, not test of details. 

3 
• Question: What isn’t the auditor’s job for 3rd party inventory? 
• Rule: Auditor confirms quantity/condition or inspects, → not values independently from internal records. 
• Answer: (b) Independent valuation of inventory from companies internal records. 

Case Scenario 25 (SA’s) 

1 SA 210 - What doesn’t justify revising an engagement letter: 
• Answer: (c) Replacement of Engagement Partner. 

2 Incorrect statement in engagement letter: ➔ Question: Which scope statement is wrong? 
• Crux: Auditor responsibility for preparation of FS 

3 

Categorizing prior year audit info: ➔ Question: What’s the extract from last year’s audit file? 
• Rule: Audit programme is a detailed plan of procedures. 
• Crux: Extract with procedures (b) is an audit programme. 
• Answer: (b) Audit programme. 
• Reason: Matches procedure plan per definition. Confusing Point: “Plan” vs. “programme” might confuse, but 

it’s specific steps. 

4 
SA 560 - Incorrect subsequent events procedure: 

• Rule: SA 560 requires checking events up to Audit report date, not just balance sheet date. 
• Crux: Reading minutes only up to 31.03.2024 (d) misses later events. 

Case Scenario 26 (SA’s) 

1 
• Question: The entity has implemented a control whose objective is to ensure that production systems are 

processed to meet financial reporting objectives, this control is categorised in which category ? 
• Answer: (a) Data centre and network operations.  (Not Application control) 

2 

• Question: Company has taken some borrowing → CA F wanted to ensure that all borrowing on the balance 
sheet represent valid claims by banks or other third parties ➔ what should be his audit procedure (Validity) 

• Answer: Reviewed board minutes for approval of new lending agreements. 
• Wrong Answer: “Recompute interest”  

3 
• Question: Which is not a procedure to find out the related parties ? 
• Rule: i.e., tax returns or regulatory filings etc. 
• Answer: (c) Inventory records don’t reveal related parties; 

4 
SA 520 - Analytical procedure for purchase reasonableness overall reasonableness of purchase quantity and price 
of raw material?:  

• Answer: (a) Consumption Analysis. (comparing raw material use). 
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Case Scenario 27 (Bank Audit) 

1 
• Crux: RBI norms → In case of Consortium loan given → each bank should classify NPA/standards assets based 

on individual bank recovery, not lead bank certificate. (if lead bank is getting the Regular instalment, but Other 
banks are not getting there share, then Other bank will classify it as NPA) 

2 • Crux: Central Government guarantee provide exemption for NPA provisioning but not income recognition. 

3 

Security type for ABC Traders’ warehouse: 
• Question: What security and stock audit requirement? 
• Rule: Warehouse is mortgage (fixed asset); stock audit not mandatory below ₹5 crores. 
• Crux: Mortgage, no audit (d) since limit is ₹4.50 crores. 

4 
• Question: Is substandard classification and provision correct? 
• Rule: Security <10% of outstanding (₹25 lacs vs. ₹308 lacs) = loss asset, 100% provision. 
• Crux: Loss asset (not substandard); full provision required. 

Case Scenario 28 (Govt Audit) 
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