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The method suggested by second team member in which a complete
exmmg__@ﬁiol of internal control in_operation is recorded. Thy,

o

( methodys known as @ :
(A) Narrative Record '

l.

(B) Flow Chart
(C) Questionnaire
(D) Check List

2. The third team member suggested a method in which comprehensive series of
' questions concerning internal control is used to collect information. These 4
’ questions are usually issued to the client and the client is requested to fill it,
-

' This method of gathering information so that internal control can be eval
1s called as :

J Internal Control Questionnaire v
L‘LBf) Flow Chart

(C) Narrative Record

(D) Check List

3. In initial stage of conducting audit of HT Private Limited, CA Mr. D d

to evaluate internal control of the company,
very important part of
(A) Audit Report

Evaluation of internal contro] is |

(B) Audit Evidence
(C) Audit Documentation '

(D) Audit Programme .

O
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i ith regard 1o written

Which of the following statement is incorrect with reg

&
representations ? : L,
(A)  Written representations are an important source of audit evidence. g
(B) Written representations are necessary information th-at the au ;}'

requires in connection with the audit of the entity’s financial statements._;

: audit evidence, by
MC)” Written representations not only provide necessary 3

“ also provide sufficient appropriate audit evidence 911 their own about _' ":3
c,’ of matters with which they deal.
g (D) Written Tepresentations only provide necessary audit evidence but do ;
e ~ provide sufficient appropriate audit evidence on their own about any

.

matters with which they deal.
Integrated Case Scenario - I1

M/s Rama & Associates, Chartered Accountants, have been appointed :
Statutory auditors of a Government company H Ltd. by the Comptrol er & '
General of India for F.Y. 2024-25. H Lt is engaged in the manufacty
train coaches, j

CA Rama, the engagement partner, had to conduct

audit ofex ondity
receipts.

icted stockyard wag pot being used by
the company for the designated Purpose and the A
Company cop '
rented stockyard. CA Rama considered such expends :
Penditure lllfmcmous
avoidable expenditure. and
@
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: rovision of the
that the expenditure conforms to the relevant provisio
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(D)

constitution and of the laws and rules made thereunder.
that the expenditure is in accordance with the financial rulES, regulations

and orders issued by the competent authority.

Integrated Case Scenario — I11

M/s AB & Co., Chartered Accountants, have been appointed as the statuto Y
auditors for Financial Year 2024-25 of PQ Ltd., which is a textile company. Mr. .
the engagement partner, assigned the task of auditing the various items of finang
statements to the articled clerks. Mr. X explained to the articled clerks tk :
statement purports to present something as a whole in addition to its : .

whereas the balance sheet purports to present “financial position.” He fur
clarified that the auditor’s opinion is typically directed to o

representations.
However, before formulating and providing an opinion on the ove

assertions that make up each of these statements. By evaluating these i
the auditor can then form a judgment regarding the financial sta

.........

assertions,

a whole,

perform variety of procedures.
Articled clerks looking after diffi

erent areas seek your advice as regards thei

their

different concerns.
O
DBY1
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Articled Clerk, wants t0 know that which of the below statement 1s
13. Mr. F, an Articled & coistion and ASO rtization expenses in PQ Ltd. ? @

while auditing Deprectatior.

(A) Depreciation and amortization have been charged as per the useful life of _

PPE and intangible assets. St
the revalued amount should be accounted fro
revaluey

m the \
(B) Depreciation on
revaluation reserve. "

V(Q/Depreciation should be charged

and not when they are Effi}’ to use.

(D) Depreciation and amortization should be computed prospectively
whenever there is any change in useful life of PPE and intangible assets.

on assets from the date of actual usage

— ¢

14. Mr. B, ma Clerk responsible for the audit procedures concerning

inventory, found that the inventory amounting to T 38 lakhs, ,,EEE excludjng_..
% 2 lakhs of inventory that was(held by PQ Lid.as a consignee, has been
recognized in the Balance Sheet. Which of the following related to

inventory are applicable in this situation ? 5 e o '

() Occurrence v

R,

&t
. (I) Completeness - v
\(IIf) Rights & Obligations \ -

(IV) Measurement 7

(A) I& Il above
(B) "I & 111 above
(C) III & 1V above
(D) T1& IV above

DBY]
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PART - 11

L o Ms yzw & Co., Chartered Accountants, have been appointed as the

Statutory auditors of First Health Private Limited for the financial year
2024-25. CA v is the engagement partner for this assignment. First
ngagement partner for this 2

N Health Private Limited operates in the business of hospitals and !
C"W pharmaceuticals, wi

th 60 hospitals and 200 pharmacy stores across the
g»c il country. The company has a turnover of 680 crores and PAT of ¥ 32
A spe™ cmxv'es in the current year. b pria

While verifying the assertions about (book debté))CA Y was informed
about the availability of the client’s ledger invoices, debit notes, and
credit notes as audit evidence. CA'Y accepts these documents as audit

-evidence, considering them to be “available.”

{ —

() Is this decision correct, based on the meaning of the term 3 |
“ayailable” ? -

(if) Also, explain how an auditor should select the most appropriate ;|

evidence when testing the accuracy of any assertion to form an
opinion.

vﬁb’// Mention the types of control in an automated environment.
Identify the type of control in the following table in Column B against
Column A which contains areas where controls are to be implemented

in an automated environment. :
Column A Column B

Access security ?
Sequence number checks ?
_-Pata centre and network operations
Mandatory data fields
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However, the company utilised these funds for repayment of long-term

loans and advances rather than for the intended purpose of business

growth and expansion.
State the reporting responsibility of the auditor
clause (x) of the Companies Auditor’s Report Order, 2020 (CARO

under paragraph 3,

2020).

3. '2) LMN Ltd., a mid-sized manufacturing company, generates revenue
primarily through the sale of consumer electronics in domestic and

international market. The company reported sales of T 2 crores in the
Financial Year 2024-25. The company generates revenue through sale

3
:
:

of standard electronics devices, customized product orders with
specific delivery terms and extended warranties and after-sales
services. .

The auditor has to verify that all sales are accurately measured as per
applicable accounting standards and correctly journalized, summar

and posted in the financial statements,
Explain the audit procedures to ensure the same.

'(b/ SA 701 “Communicating Key Audit Matters in the Auditor’s Report™

deals with the auditor’s res 1bili '
@ ponsibility to communicate key audit

matters in the auditor’s report, Jho3€ "’;‘Jﬁf%w emvend. '
< o PO apoadant o ”“'53'“
cddéma e

Explain the definition of Key Audit Matter and how an auditor will Amd
| y W1
(determine the Key Audit Matters 2
. Size. of &
— (] €an )
DBY2 %@
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a Qualifieg Ch “Sized manul‘acluring company, has approached CA S,
arte . .
Year engeg M - Accountant, to conduct the audit for the financial

4. o
y CA Parj i conductip

g the audit of Heavy Ltd., a com i
-» @ company with large
of customers which are i

While verify; generally small retail shop owners. &
m \
: = debtors, CA Pari assesses the risk of material “._ ¢/
CiSSiatement (ROMM) as 1oy b o
3

low and internal contro] is 0 tin
 effectively. x —

. v Py

With 5 {
: reference to SA 505 (External Confirmations): 3
(1)  Which type of confirmation request is

CA Pari in this scenario ?

(i) What are the conditions necessary for using such a confirmation 4
request effectively ?

\.&) M/s ABC & Co., Chartered Accountants, have been appointed as the |
statutory auditors of DEF Ltd., which is a listed company, for the

® sl

most likely to be used by

Financial Year 2024-25. CA X, a seasoned Chartered Accountant with
over 15 years of experience has been assigned as the engagement
_partner fo-r. ﬂiis audlt CA X takes responsibility for maintaining overall
quality on this audit engagement in accordance with_@;___Z_?&
_AWVhat do the actions of engagement partner and Mﬂ%&&s
to the other n;mbers of the engagement team, in taking responsiol ity

' | ? \ p"’w
ity on audit engagement emphasize .
for the overall quality on Jout Y Mﬁﬁ

\

LIV | E:Thr
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(¢). While auditing the accounts of PQR Ltd., a member of the audit team
il

wants to carry out test of controls for checking the effectiveness of

@ internal control over sales as a part of debtor’s audit procedure. _$_|_,!_;_¢1

any four points that need to be considered in respect of trade A 3
smevc o ponond veceirable e, , 3

4 4
W‘V"" bagr oJ e‘,g il
tro oM —2 delivery :

/ &} As per SA 299 “Joint Audit of Financial Statements”, Joint audit e

receivables. =
_receivable:

A\ <\

=
-
°©

basically implies pooling together the resources and expertise of more

_ | ew®

than one firm of auditors to render an expert job in a given time period

Ve

which may be difficult to accomplish acting individually. Exple r

_ , worle load
¢ stating any five advantages of joint audit. Shorng of ez

' Fovder woorlr -

W The Management of Sun Shine Ltd. has provided the auditor with a
Mg R s Fe

written representation regarding its responsibilities for the preparation

of : ki : .
i the financial statements, In addition to this, the auditor may

request
¢S Iy .

. , :
wva other written representations about the financial statements, @

sP. e Menti p ' '
npvj:b' ton such other re resentations which may supplement but do not

: o Giacs .
esponsibilities regarding preparation of financial Statements
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et ,
Trygy B :‘QEE,‘“B Power for Cash Credit limit granted to S Ltd. by 4
e |
information: the month of March 2025 from the following
_--_H_\_‘_\_‘—h
el A - | ' - gu
mount in ( )I (- I,
50,000 ? 3¢
|

wilil
45,000 | (1ot

|
|
15000 | 45

45,000 Lg

Marg;j . ;\sﬂ-‘ 01
& ‘t gin on SM and on debtors is 50%. i e
ote : D
ebtors older than 3 months are ineligible for calcul!tion '
of D.p. @ (e |
b |

b. g? T Ltd. has appointed NFO

& Co., Chartered Accountants, as statutory E
auditors. Since

inventory is a material component of the financial ’
statements, CA F plans to attend the physical inventory counting.
Provide any five matters that CA F should consider when planning u:ﬁ
their attendance at the physical inventory counting. S P <ol AP \

w?
(B}~ M/s PQ & Co., Chartered Accountants have been appointed as s
-

statutory auditors of CBD ‘Eultiplex Cinema Ltd. The audit team ¥ “C.T
started the audit and verified the ledger and other books of accounts ace
for the F.Y. 2024-2025. However, one of the team members is of the @
view that the internal control mechanism of the company should also

be verified. | .
ou guide the audit team about the areas that will be covered in
y R

l hanism ?
b : al control mechanism
ing the 1ntern

verlfy g

| T.0.
DBY? L
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(¢) The auditor shall take into consideration the reporting objectives o the
engagement so as to plan timing of different audit procedures and o
nature of communications while establishing audit strategy. Give any
four instances of reporting objectives.

OR

i

Csg &
Vég}- As an auditor of Star Ltd., a company covered undum};:

@ the Companies Act, 2013, what matters should auditor verify to e
(CSR) activities is made in Additional Information to notes to accan

Mention any four such matters.






