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. - The question Dpaper comprlses two parts, Part 1 ane,, Part II

. Part I comprises Multiple Choice Questions (MCQs).

. Part II comprises questions which require descrlptlve answers.
Answers to Questions of Part I (i.e., MCQs) are to be marked on the OMR answer sheet as glven on the
cover page of descriptive answer book only. Answers to questions in Part II (i.e. descriptive questions) are
to be written inside the descmptlve answer book. Answers to MCQs, if written inside the descnptnve answer
book will not be evaluated. o '
OMR answer sheet given on the cover page of descnptlve answer book will be in Enghsh only for all
candidates, including for Hindi medium candidates.
The bar coded sticker provided in the attendance register, is to be affixed only on the descrlptlve answer book :
“You will be allowed to leave the examination hall only after the conclusxon of the exam., If you have completed
‘the paper before time, remain in your seat till the conclusion of the exam.
Duration of the examination is 3 hours. You will be required to submit the descnptlve answer book w1th
'OMR cover page to the invigilator before leaving the exam hall, after the conclusion of the exam. :
The invigilator will give you acknowledgement on Page 2 of the admit card upon receipt of the descrxptlve
answer book.

. Candidate found copying or recelvmg or giving any help or defymg instructions of the 1nv1g11ators or
having/using mobile phone or smart watch or any other electronic gadget will be expelled from the examination
and will also be hable for further punitive action. L :

PART — I | , :
Answer all MCQs on the OMR Answer Sheet as given on the cover page of descrlptlve answer book
Use HB pencil only to darken the circles for MCQ answers in the answer sheet.

.. After each MCQ, four. options have been given. Choose the correct or most appropriate optlon and darken

the correspondmg clrcle against the questlon number in the OMR Answer Sheet completely, as shown below,

(w1th HB pencil. - ~

- Markmg theA -
Example o Not as shown below

For Question No. 12, if the ; (Wrong method) :

candidate considers the correct

| answer to be C, he is to mark as
shown below (Correct Method)

. Any answer to MCQ m‘ ) © )

. If a candidate wants to change th i irkened, he should erz completely, with good quahty :
eraser and ensure that no mark is visible after era: g ‘ :
No mark will be awarded if no circle is darkened or more than one circle is darkened for a partlcular MCQ ,
There is no negative marking for a wrong answer. : ,

o Rough work, if any, must be done on the pages, spec1ﬁed as SPACE FOR ROUGH WORK only and nowhere
else in the question paper booklet or in the answ L

.~ Before commencement of the exam, please fill up the necessary 1nformatlon in the space prov1ded below and

also in the answer sheet. L L e : '

Total No. of Printed Pages 48

 Question Paper | Y

Roll No. k ~ Booklet Code.

Name of the Candidate |

' Signature of the Candidate

a . o 1
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(MCQ Portlon)

° | Answers to MCQs are to be marked on the OMR answer sheet as gtven on the cover |
page of the descrtpttve answer book only Answer to MCQs, lf written mszde the
descrtpttve answer book shall not be evaluated | 0

) Please wrtte and darken correct MCQ booklet number m the OMR answer sheet The

- correct M cQ booklet namber must also be wrttten in the attendance register.

Case Scenario —1 : |
Shree Foods Prlvate L., engaged in the productron and dlstrlbutlon of packaged‘
snacks. To increase sales, 1t 1ntroduced volume d1scounts and extended credit
facrhtles to dlstrlbutors k , | | |
The statutory audit of Shree Foods Prlvate Ltd was assigned to CAf"Vivek. While
planmng the audrt programme, CA Vlvek first obtalned an understandlng of the
company s mternal control system and evaluated whether such controls were
actually operatmg effectrvely He prepared a detarled audrt plan spemfymg
- procedures such as : | |
~ Testmg a sample of 100 1nv01ces out of 1200 }revenue transactlons

- Rev1ewmg discount approvals and credlt notes.
Durmg the audlt the followmg issues were noted
(1) Some 1nV01ces w1th mcorrect revenue amounts were not 1ncluded in the

selected sample and hence mlsstatements remained undetected
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One audit team member misunderstood the bulk ‘discount policy and treated
overstated revenue as Valid.

Whlle testmg mvorces and trade recervables CA Vlvek rdentlﬁed

mlsstatement in some transactlons He needs to prOJect these mlsstatements to

) the populatron to assess thelr overall 1mpact

(iv)

™

Management refused to provrde requested written representation requlred by

CA Vrvek relating to valuatlon of one of the major Trade Recelvables

Addltronally, while verlfyrng trade receivables, CA Vlvek performed several‘

other audit procedures such as — |

(a) Selectlng few invoices from the accounts recervables agemg report and -
compare them w1th supportlng documentatron to see 1f they bllled with

‘the correct amounts to the correct customer and on the correct dates

(b) Matching sales invoices issued around the reporting date 'withthe related

shlppmg/dlspatch records to ensure recelvables are recorded in the.

correct accounting period,

(¢) Reviewing the agemg analysrs of receivables to 1dent1fy long-'
outstandmg balances and evaluate adequacy of provrsron of doubtful

debts

| (d) Sending balance conﬁrmatron requests to selected dlstrlbutors askmg

them to confirm the outstandmg recervable balances as at the reportmg

date

LIB(H)




@
 LJBH)

Based on the above facts, answer the followmg questrons a to 5)

1.

CA Vivek formulates his audit programme after obtammg a satrsfactory

‘ understandmg of the 1nternal control system Whlch of the followmg statement

1s correct in thrs respect ? |

(A) A detarled evaluatlon of mternal control by the audrtor vvould
unnecessarlly expand the scope of the audrt programme and his audlt
programme may become unw1eldy and unnecessarlly heavy

B) If the audltor does not care to study the mternal control system, his audrt

| fprogramme may become unwreldy and unnecessarlly heavy, and the
object of the audit may be altogether lost in the mass of entrles and

vouchers

- (C) If the mternal control is consrdered strong, the audrtor should 1ntroduce

' addrtlonal audlt procedures that otherw1se mrght not be requrred to

| ensure absolute assurance |
D) A proper understandmg of the internal control system, its content and
o functlonmg, does not. s1gn1ﬁcant1y mﬂuence the audltor S selectron of
audrt procedure to be applied in the varrous areas covered in the audrt

~_programme.

Durmg testmg of lOO 1nv01ces out of 1200 some invo‘ic‘esWith :inCOrrect |

revenue mounts were not selected and the bulk drscount pohcy was

mrsmterpreted and overstated revenue was treated as vahd

iWthh of the followmg comblnatrons correctly 1dent1ﬁes the type of rlsk,

represented in each of the respectlve situations ?

LJB(H)
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(A) Detectlon RlSk Samplmg RlSk & Detect1on RlSk Non-Samphng RlSk

B)
©

Inherent Rlsk & Control risk

Detectlon RlSk Non-Sampllng RlSk & Detect1on RlSk Samphng Risk

,(D) Control R1sk & Deteetlon RlSk Non-Samplmg R1sk

CA Vrvek 1dent1ﬁed mlsstatements m some transactlons Some mlsstatements

- were anomahes He needs to prOJect these mlsstatements to the populatton to

assess their overall 1mpact

| Whlch of the followrng statement best descrlbes the correct approach in this

' scenarlo ‘7

Gy

)

The auditor is requrred to pro;ect mlsstatement for the populatton to

~ obtain a broad view of the scale of mlsstatement and this pro_]ectlon is
. ~sufﬁc1ent to determlne the amount to be recorded |
‘When a mrsstatement has been establlshed as an anomaly, it may be

'excluded when pro;ectmg mlsstatements to the populatton however the

~ effect of any such m1sstatement 1f uneorrected st111 needs to be

(©

(D)

'consldered in addltlon to the pro_]eetlon of the non—anomalous
, mlsstatements |

For test of details, the audltor shall prOJect misstatement found in the

sample to the populatlon whereas for test of eontrols exphcrt prOJeetron

of deviation is always requlred

When a mtsstatement has been estabhshed as an anomaly, 1t must always

. be 1ncluded when prOJectlng m1sstatements to the populat1on

LIB(H)
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CA Vivek requested management to furnish a written representation‘relating
to valuation of Trade receivable. Management failed to provide the same. In

the given 31tuat10n which of the followmg actlons should not be taken by the: :

auditor referrmg SA 580 ?

(A) Re-evaluate the integrity of management and assess the 1mpact of non-
ava11ab111ty of written representatlon on the reliability of audit ev1dence ‘

- asawhole. :

(B) Take approprlate actlons, 1nclud1ng determmmg the possible effect on '
the opinion in the auditor’s report in accordance with SA 705 havmg
‘regard to the requlrement of dlsclalmer of opinion.

- (C) Treat the absence of written representation as a dlsagreement w1th

management and i issue a quahﬁedopmlon. |

(D). Diys‘cu‘ss the matter with ihanagement. .

‘Based on the otﬁef audit procedures performed by CA Vivek in relation to
trade receivables in the above case study, match the audit procedures with the

relevant audlt assemons

| Audit Procedures ~ Assertions
. Ex‘istence o s X
b . : Completeness
c i, Cutoff
v, , Valuation

B8 =™

Op'tion’s: | .
(A) a-ii, b-iii, c-i, d-iv
B) a-iv, beiii, ¢, d-ii
(©) a-i, beil, c-iv, diii
(D) a-ii, b-iii, c-iv, d-i

LIB@E)
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Case Scenario —II ;
| Green Peak Ltd., a leadmg producer of sustamable packagmg material manufactures

a range of products mcludmg corrugated boxes and paper products

For the financial year 2025-26, LMN & Co Chartered Accountants were
appointed as the statutory audltors of the company The audit was led by CA Aman
Verma. The engagement partner CA Verma ensures that the audit team follows the
Afirm’s pohcres supervrses audit work, and ensures compliance with professronal

standards

CA Verma obtamed an understandmg of the company S operatrons and documented
audlt plan actrvrtres mcludmg matters relevant to the overall audit strategy and audit

programme

Durmg the audlt the audrt team performed procedures relatmg to property, plant
~and equ1pment 1nclud1ng exammatron of accountlng records supportmg
documents fixed asset regrster “and deprecratron calculatlons in the fmanc1al

statements

Addltlonally the audltor carried out the followrng substantlve analytlcal procedures

- to collect Varlous other evrdences-

(1) The audrtor compares the current year’s admmrstratrve expenses with the

expenses of the previous four years and analysed the ﬂuctuatrons

(i) He noticed, that the company pays sales commission at 4% of total sales?
Based on total sales recorded durmg the year, the auditor estimates the
expected commission and compares it with the commission expense recorded

in the books.

LIB(H)
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(i) He compared the inventory turnover ratio of the current year with that of

previous years.

(iv) Using historical data of production volume and power consumption, the

‘auditor develops a statistical model fto,,~estimate e)q‘f)ected1 electricity expenses

for the current year.

Based on the above facts answer the following : (6 to 9)

6. Whlch of the following statements relatmg to the ﬁrm s system of quahty‘ ‘

control 1s/are correct in accordance with SQC 1?

V(I) The ﬁrm s system of quahty control cons1sts of p01101es desrgned to. be o

estabhshed separately for each audrt engagement

(II) It is desrgned to prov1de reasonable assurance that the ﬁrm and its

personnel comply W1th profess10na1 standards and legal requ1rements

(III) The respon51b111ty for estabhshlng the ﬁrm s system cf quahty control

, 11es w1th the engagement partner of each audlt engagement

(IV) The ﬁrm S system of quahty control con51sts of pohcles des1gned to

achieve s objectives.
N ‘(1) and (I1) only,’ |
. (B) (I) and (III) only
: ©) (II) only

(D) (II) and ) only .

o o ; . LIBE)
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; S‘tiggest the audititeam‘membersofLMN‘?&::;Co. to match the apt combination |

from the following infOrmation as perSA 300.

~ Elements of Planning

@ E

Audit Programme

requlrement 1nclud1ng mdependence .

(b) Detalled plan. of applymg audlt (11) Preliﬁiinary“

rocedures | engagement activif
p . ngagem

. ‘(c) Detennmatlon of materlahty o " (iii) Audit Strategy -

(@ Conmderatlon of number and locatlon (1v) Audit Plan

. tof branches for audlt .

(A) (a)“(lv), (b)—(lll), (c)—-(u) (d)—(l)

(B) (aHll), (le),~ (GHIV), (dHlll)

© (aHm) (wa), (cHn), (dHl)
) (i), ‘ O)-Gv), | (CHI) ; (d)—(lll)

As vper the understandmg of CA Verma, whlch of the followmg optlons, fallss \

*outs1de the scope of audit of ﬁnanmal statements ‘7 .

(I) Assessmg the phys1ca1 condltlon of mdustrlal bulldmgs and heavy & |

, sophlstlcated machmery

‘f(II;_) Examlnm-g the rehablhty and SUﬂicienCy of ,ﬁnan‘cial:,inforfmatibtiffo‘r ’

audit purposes. |
- ~ LIBH)
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: (III) Determining the sultablllty of buildings for contlnued use and estlmatlng AT

f thelr remaining useful life.

: (IV) Ensurrng proper dlsclosure of property, plant and equrpment in the
: ﬁnanmal statements R |
(A) (D and dII)

(B) (II) and (IV)
(C) (I) (II) and (III)
©) Mand(@

9. CA Verma performed Various substantive ahalytical procedures 1n the above

case study Which type of procedure is bemg performed in each of the glven

'fourolrcwmstances? L e ,‘ s
Procedures Type | - “
) @ Ratib Al

@ W Structural modelhng o

(111) L (c) ’Reasonableness tests

‘(~iv) (@ Trend Analys1s

(A) (l)"(c), (ii)-(d) (111) (a)a (IV) -(b)

® G-@ G, @, (O
© 0@, (KO, Gi0), @
O OO @O, GirE, ()0

o - uB®
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Case Scenario —II1 : | - /

XYZ bank, a scheduled commercial bank, is preparing its'ﬁnancial 's'tatements for

the financial year ended on 31 March, 2026.

During the financial year, the bank undertook various lending and 1nvestment
transactions in the ordinary course of its bankmg operatlons These transactlons
mvolved secured advances and blll dlscountrng act1v1t1es, g1v1ng I'lSC to income
, recogmtron consrderatlons at the year-end ' ‘ ‘ k |

In respect of 1ts lendmg portfoho the bank accounted for 1nterest 1ncome amountmg
to ¥ 1.07 crores on advances secured by term deposrts Natlonal Savmgs
‘ Certrﬁcates (N SCs), and life i msurance pohcles even though the amounts had not
been recelved as of the balance sheet date. o

Further on 01/01/2026 the bank purchased srx~month bills and earned a total
dlscount of 724 crores. Smce half of the brll perlod extended beyond 31¢t March
2026 part of the discount s related to the subsequent accountlng perlod ,
Addltlonally, redrscountmg charges of ? 05 crores were netted off agalnst the '
discount i mcome in the books of account These transactlons requrre examrna’uon to
determme whether mcome has been recognlsed in accordance w1th accrual

‘ pnncrples and apphcable bankmg gu1d elmes

XYZ bank is also a co—lender in a consortlum arrangement where several banks
_]omtly advanced a term loan of z 150 crore t0a corporate borrower ABC Bank
lelted acts as the lead bank and is responsrble for collectmg and drstrrbutmg
| borrower remlttances among the consortlum members | . '

At the year-encl it was observed that XYZ bank had not recerved 1ts share of
repayment from the lead bank although the borrower had been remrttmg payments
to the lead bank The audltor must evaluate the - correct asset classrﬁcatlon and
income recogmtlon in respect of XYZ Bank’s share of the consortlum advance

In addltlon the bank momtors its loan portfoho in accordance with RBI prudentlal
norms relatmg to asset classrﬁcatlon As of March 2026 certaln borrowers had

overdue instalments as follows :
LIB(H)
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Borrower A - 20 days, Borrower B 30 days Borrower C - 85 days The bank

. follows Speclal Mention Account (SMA) framework to 1dent1fy incipient stress

before accounts become Non Performing Assets NPAs). =

Based on the above answer the followmg (10 to 12)
-10. Smce XYZ Bank recogmsed mterest on advances secured by term deposrts, r
NSCs and life insurance pohcres and earned dlscount on Purchased bllls :
fwhere Redlscountmg charges were netted off agalnst the dlscount income.
Which of the followmg statements correctly reﬂects the appropnate
accountlng treatment 200 ‘ | - k ‘
’(A) Interest on secured advances and the entlre dlscount on brlls purchased
. may both be recognised immediately, and rediscounting charges may be
netted off under accrual prmcrples “
(B) ‘Interest on secured advances may be reconged on an accrual ba81s
where an adequate margm ex1sts, however on blllS purchased only the :
S :portron of drscount earned up to 31% March should be recognlsed and
; redlscountmg charges should not be netted off from the drscount earned
r (C). Interest on secured advances may be recogmsed on an accrual ba51s
‘ where an adequate margm ex1sts, however on b111s purchased only the’~
| ‘ ; portion of dlscount earned up to 31St March should be recognlsed and :
3 redlscountmg charges should be netted off from the dlscount earned
(D) Both 1nterest and discount i mcome should be deferred unt11 actual recetpt

and redlscountmg charges must be adjusted agalnst drscount income.

o SR  LIBGD




11.

12.

13.
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In the consortium lending arrangement where ABC Bank Ltd. is the lead bank, '

how should XYZ Bank classify its portion of the loan ?

(A) Classrfy as standard smce the borrower has remitted payment to the lead |

bank.

- (B Classrfy as standard provrded the overall consortlum exposure 1s belng‘

servrced

(C) r e ClaSSlfy as NPA untrl XYZ Bank actually recelves 1ts share of

repayment from the lead bank.

D) Recogmze 1nterest income on an accrual ba81s 1rrespect1ve of recerpt

L ffrom the lead bank

Based on RBI gmdehnes for Specral Mentlon Accounts (SMA), how should

the borrowers be classrﬁed ?
~ (A) Borrower A-SMA 0, Borrower B- SMA O Borrower C-SMA 2

(B) Borrower A-SMA 0, Borrower B-SMA 1, Borrower C-SMA 2

~(C) Borrower A-Standard Regular Borrower B-SMA 1, Borrower C SMA 2
(D) Borrower A—SMA 0, Borrower B-SMA 2 Borrower C SMA 2 .

As part ofa ﬁrm S system of qualrty control for audrts of ﬁnaneral statements,
a momtormg process is desrgned to prov1de reasonable assurance that the
firm’s pohcres and procedures are relevant, adequate and operatmg

effectlvely

"Whlch of the followrng matter, the engagement partner need not to document
 aspart of the monltormg element of quahty control ? |
' (A) Issues 1dent1ﬁed with respect to compllance w1th relevant eth1ca1 :

requrrements and how they were resolved.

‘ (B) Conclusions on comphance w1th mdependence requrrements that apply

- to the audit engagement.

LJB(H)
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(D)

( 14)
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‘Observatrons about the efﬁc1ency of aud1t procedures performed or

suggestions for i 1mprov1ng audrt team productlvrty

1~Conc1u51ons reached regardmg the acceptance and continuance: of chent

| relatlonshlps and aud1t engagements .

The engagement partner CA B whrle evaluatlng and reportmg on the des1gns

and efﬁclency of 1nterna1 ﬁnan01a1 controls at GHB Ltd also hlghhghted to

the d1rectors 1ndependent d1rectors a;nd the audlt commrttee the manner in

whlch the Compames Act 2013 places greater emphasrs on the effectlve

1mp1ementatlon and reportmg on the internal control of a company

Wlth reference to reportmg on the 1nternal ﬁnanc1al controls system under the

A

: Compames Act, 2013, whrch of the followrng statements does not fall w1th1n
 the nature of respons1b111ty of GHB Ltd 2 |

In accordance w1th the terms of reference speclﬁed in wrltmg by the ,

‘Board act of every audrt comrmttee to 1nc1ude evaluatron of 1nterna1

®)

financial controls and risk management systems ‘

Dlrector s responsrbrllty statement to state that the Drrector has laid

-down mternal ﬁnanclal controls to be followed by the company and that

4;such 1nternal ﬁnancral controls are adequate and were operatmg

effectrvely

Board of Dlrectors have to appomt an expert to state that the 1nternal
: ‘ﬁnanclal controls of the company are commensurate w1th the s1ze and

: nature of its bus1ness

In terms of code for Independent Drrectors 1ndependent drrectors to get

: themselves sattsﬁed that ﬁnancral controls and systems of risk

'management are robust and defensrble
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15. While auditing the financial statements of Triveni Manufacturing Ltd. for the
year ended 31/03/2026, the“ auditor observed that the company had certain
‘transactlons w1th MNO Tradmg Pvt Ltd. Durmg the audlt 1t was noted that
MNO Tradmg Pvt. Ltd. had been struck off by the Reglstrar of Companles,t ,
(ROC) under Sec 248 of the Compames Act 2013. The transactlons between

' Trlvem Manufactunng Ltd. & MNO Tradlng Pvt Ltd. 1ncluded

Purchases of IT hardware during the year amounted to % 18.50 lakh '~

 As at 31 March 2026 ? 4 20 lakh remamed outstandmg and payable
"One of the dlrectors of Tnvem Manufacturmg Ltd held 15% equlty in

"‘”MNOTradlnngt Ld 0 cin e i
- Which of the followmg detalls are requlred to be dlsclosed in the’ ﬁnanclal

| statements of Tnvenl Manufacturmg d?

L
11

: V.
VL
@A)
(B)
(©)

Name of the struck—off company (MNO Tradmg Pvt Ltd. )

Nature of transactlons entered mto w1th such company
Balance outstandlng on report ing date (? 4. 20 lakh)

Total purchase amount from MNO Tradmg Pvt. Ltd rdurmg the year‘

(? 18.50 lakh) : ;
Relatlonshlp w1th the Struck off company, 1f any

: {

‘Date on whlch MN O Tradmg Pyt. Ltd was struck off by the ROC
LILII and v ‘

LI IV and V

L and IV
(D)

LILMandV

LIB(H)
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PART-OL . 170‘Marks
. (Descrlptrve Portlon) o
(Candldates are requlred to give descrlptlve answers for this part 1ns1de

the answer book)

‘ Questton paper comprtses 6 questzons. Answer Questton No. 1 whtch is

('ompulsory and any 4 out of the remaining ! 5 questtons.

Workmg notes should form part of the answer. :

Amswers to the questtons are to be gzven only in Engltsh except in the case of
candzdates who have opted for Hmdz Medtum. If a eandulate has not opted |
for Hmdt Medium, his/her answers in Hmdz will not be evaluatetL .
Candt\dates are requzred to wrtte the questton number legtbly

it

(a) M/s XYZ & Co Chartered Accountants,ylswconductmg the statutory audlt
of ABC Ltd Durmg the audlt the engagement partner not1ces centain'

unusual year—end sales transacttons that have s1gmﬁcant1y 1ncreased the

‘company s proﬁts Management explalns that these are genulne
. transactrons and provrde supportlng mvmces .

“I—Iowever, the engagement partner expresses concern that such unusual‘

L ;year—end transactlons requlre deeper exammatlon notw1thstand1ng the;'

“avallablhty of documentatlon He emphas1zes that an audltor should

~ remain alert to condltlons that may indicate possible m1sstatement< .He

r further remar ks that although the ﬁrm generally follows a rule-based
“approach to \eth1cs, audltors should not llmlt themselves to mere
comphance W1th rules but also uphold the sp1r1t of ethlcal prmclples

| wh11e conductmg an audlt | - . o

| €)) Determme the attltude that the engagement partner expects the 3

. audit team to malntaln 1n the above situation. Whlch risks can be
o sreduced while mamtalnmg such an. attitude throughout the audit?

(@) D1st1ngu1sh bneﬂy between the prmclples—based approach and the 2

rules-based approach to ethics.

LIB(H)
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(b) While audrtmg the trade receivables of Ocean Limited, CAR plans to

- select 100 customer balances from a population of 1000 recelvables
_accounts appeanng in the trade receivables ledger For this purpose, he
demdes to select customer account number 5t as the startrng pornt and
. thereafter select every 10th account from the ledger untrl the requrred
?}sample size 1s obtamed ‘ '

“ ased on the above

L (1) ‘ dentrfy and brreﬂy explarn the samphng method belng used by CA 2 |

" ,R in the above situation.

(ii) State the 1mportant consrderatlon that an audrtor should keep in

mmd whrle using this method and how the r1sk arrsrng from such '
‘samphng can be minimized ? | .

. ‘(iii) Further the audit partner suggests that 1nstead of thrs approach cA

- thereafter r
. Whlle comy
| from the management regardrng thelr responsrblhtres for the preparatron'

“ of ﬁnancral statements and other audlt-related matters However the new' :

‘ sh ld verrfy the ﬁrst 150 customer accounts appearmg in the
: rece wables ledger for the last month State the samphng method
. ;suggested by the partner . . -

jDurmg the statutory audrt of Orlon Manufacturmg Ltd., the audrtor CA

‘ ;Raghav Melrta, observed that the company s management had changed |
durmg the 11nanc1al year The earher management resrgned mldway
*_through the year, and a new management team assumed charge

o 1
.

tr\ng the audrt thc audltor requested wrltten representatrons ;

. i‘management sta’ ted that they could provrde wrrtten representatrons only
L for the perrod fr om the date they assumed ofﬁce and not for the earher

s\perlod when the prevrous management was in charge
Examme the abcwe sit 'atron and explaln wrth reference to SA 580 the
appropriate date of the written representatlon and the perlod that should

be covered by su ch representatron
| LJB(H)
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Durmg the audit of Urban Bulld Constructlons Ltd., the audltor reviewed

~ the accounting mformatron system used for recordmg and processing

financial transactions in the company. Transactions relatmg to purchases,

i _,payrfoll and expenses are recorded through this system by dlfferent
o departments. o | ,,
~ During d1scuss1on wrth employees, the audltor reahzed that there is

N“*lymrted documentatron how financial 1nformatron ﬂows through the

.’system ‘ C g e

~ What are the areas relatmg to the entrty s mformatlon system and related

business processes relevant to financial reportmg that the audltor should
obtam an understandmg asa part of r1sk assessment procedures 2%

PQR & Assocrates, a large ﬁrm of Chartered Accountants laave been

. appointed as the auditors of a listed company. CA P, an engagement

~ partner, gathered his audit team to explain them the 1mporta*nce of audit -

programme. The audlt team was 1mpressed by the advantatges of audit

: 5‘programme and decided to strlctly follow the same. CA P, however,
~ explained that an audlt programme can have dlsadvantagf,s also if not
iused drhgently : ~ Lo g '

©

(i) What: are the Drsadvantages of an Audit programme (Any 3) ?
‘ u(n) How can these Drsadvantages be mmrmlzed 2 -

,You are appomted as the audltor of JK Apparels Ltd v a pubhc lrmlted
company The company entered into an arrangement durlng the ﬁnanclal}

- Yyear. 2025-26 with one of its promoters Mr. K whose son is a director in
o JK Apparels Ltd Under this arrangement the cornpany acqurred an

. : 1mmovable property owned by the promoter As colns1derat10n for the

. purchase, the company allotted 2% of its equlty share caprtal to the

‘ promoter instead of makmg payment in cash. Thiz title deed of the
property has been duly transferred and held in the narne of the company

i "'(1) Dlscuss the reportmg requlrements of the audltor under CARO

(i) Discuss the disclosure requirements of Shareholding of PrOmOters.

- 2020.

under Schedule III (Part I) of the Companies Acct, 2013,

5

2

2
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3 (a) Alpha Manufacturmg Ltd. and Beta Engineering Ltd. are audlted for the
_ year ended 31 March 2026. CA Y plans to perform tests of controls over

~' zpurchase transactions in both companies.
_ The followmg 1nfonnatron is available:

Partlculars | S Alpha; ' BetagEngineering |
| Lo Manufacturmg Ltd L. ~
r jPopulat1on of purchase mvmces 1 12,000 I 12,000
Tolerable deviation rate s e
Reliance the auditor places onthe | Same |  Same |
| operating effectiveness of control . . .
Expected deviationrate | 2% | 6%

(1) Briefly explain factors to be consrdered by CA Y in determmmg 4
the sample size for tests of controls ‘ ' r |

*(11) Based on the above mformatlon, whrch company w111 requlre a 4
larger sample s1ze and why 2 : .

() Durlng the statutory audlt of Moon Ltd the audltor ﬁnallzed the
- audltor s report ‘While reviewing the draft the audlt team was unsure
about where the “Basis for Opmlon” section should be placed in the
audltor s report and what 1t should contain as per audltmg standards As

~ a senior auditor explam ...
1) Where should the “Basis for Oplmon” sectlon be 1ncluded in the 1
_ audltor sreport? L ~ .
L (11) What are the key elements mcluded 1n th1s sectlon ‘? . L

() Durmg the aud1t of a manufactunng company, the engagement team 4
‘ 'encountered several complex areas requlrmg careful evaluanon The
faudtt senior remmded the team that matters mvolvmg h1gher Judgement

o must be documented more thoroughly ; . -
L ‘An 1mportant factor in determlnmg the form, content and extent of audit
“ - documentat1on of s1gn1ﬁcant matters is the extent of profess1ona1
“ Judgement exerclsed in perforr ing the work and eva uating the results.
\ Explam stat1ng clearly the examples of s1gn1ﬁcant matters (refemng SA
230) ‘ ‘ ~
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4. (a)' - Bright Star Foods Limited processes a large volume of daily sales and 5 :

~ purchases using ‘automated accounting software. Most tranSactiOns are

recorded automatically, and management clarms that the system controls v

s reduce the need for manual mterventlon L ~

: During the audit of the company S ﬁnancral statements the auditor needs

| ~to ensure that transactlons are recorded accurately and completely The

k auditor also needs to decrde whrch audit test to use, when and in what
comblnatlon r ‘ o

Discuss the different ways in which testmg is performed inan automated

~ env1ronment and explaln which combmatrons of audit tests are generally‘

o ’consrdered most effectlve and efﬁcrent ‘ ' ‘

b) While"auditing the ﬁnancial statements of Moon Ltd. for the year ended | 5
3 31 March 2026, the auditor was verifying the drsclosures relatmg to trade |
rpayables and other hablhtles Durmg the course of the audlt it was
anotlced that the eompany has certaln outstandmg balance payable to
:‘Mlcro and Small Enterpnses ' ‘ L :
The auditor decrded to ensure that the drsclosures requlred under
Schedule III of the Companies Act 2013, in respect of such enterpnses 3
 have been approprlately made in the notes to accounts.
~ State the dlsclosures that the auditor should verlfy in respect of MICI’O

and Small Enterprlses while audl 1ng trade payables and other hab111t1es

“ © Apex Infra Ltd is a m1d-s1zed mﬁastructure company engaged in 4
: "‘constructron of hlghways and brldges ‘
Durmg the statutory audit, the audrtor notices frequent dlsputes with
" f,contractors, pressure on site managers to meet targets, heavy rehance on
‘ "automated data | processmg, and aggresswe workmg capltal management
'by the ﬁnance department The audltor realises that mere verlﬁcatlon of
accounting records is insufficient to form an opinion. :

o . LBE)
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- With reference to the above case, explain why an. auditor is expected to
have worklng knowledge of dlsclphnes other than auditing, speclﬁcally
3 _in relation to : .
(a) Statlstlcs & Mathematlcs e
. (b) Financial Management
(c) Data Processmg k |
_ (d) Behav1oura1 Sclence

5. (a ZX ‘Technologres Ltd., a listed company engaged in software
. development, decided to reward certain key employees and directors for
 their contribution towards development of propnetary technology and
process improvements. Accordingly, the company decided to issue
shares to selected employees at a concessmnal prlce in cons1deratlon of
‘\A;;i,thelr techmcal know-how o . ~
(1) kIdentlfy and brleﬂy explaln the type of shares the company is 1
. o " plannmg toissue. | |
(11) State the condltlons that the audltor should verlfy whlch must be 4
[ comphed w1th for valid 1ssue of such shares under the Compames e
;‘ ‘Act 2013. | | |

(b) STP Ltd has entered into lease arrangements for two different categorles
of equlpment from the same lessor. The key terms of the arrangements
are summansed below !

. e
Particulars : ‘ Manufacturmg r
L equlpment
; . _Equipment
Lease perrod . - Syears | Byears
| Estimated economic 11fe ~ | 10years |  8years
Transfer ofownershlp 7 N 1 N0
1 Insurance and major .. ‘Bornfe by lessor | ‘Bor'n'efhy STP Ltd.
‘maintenance = L
lternat1ve use after lease perrod " Available | Not Available

LJB(H) O RO -
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() Analyse the above arrangements and deterrnlne the appropriate

r }class1ﬁcat10n of lease in case of Manufacturmg Equlpment and
Speclahsed Manufactunng Equipment. ~

(ii) As a senior audltor of STP Ltd. suggest the accountmg treatment

and Tax benefits for:
- Manufacturing Equlpment
- Speclahsed Manufacturmg Equlpment

ABC Ltd is a hsted company wrth an annual turnover of¥ 1 000 crores. |
_ The company has appomted three joint auditors, ST and Assoc1ates TR ,

 and Assoc1ates and PQ and Assoclates to conduct the statutory audit for

the financial year 2025—26

, Slnce ABC Ltd. is a listed entlty, the _]omt audltors are requ1red to

comply with ethlcal requlrements relatlng to mdependence Before

- 7_ _commencing the audrt the audit ﬁrms held a meetlng with the Audlt
‘Commrttee and submltted wrrtten commumcatlons regardmg their
‘1ndependence During the rneetlng, the Audlt Commlttee asked the

, audltors to clarrfy the specrﬁc matters that must be 1ncluded in such

‘~ communlcatlon to ensure comphance with professwnal requlrements :
. With reference to SA 260 explarn the matters that should be mcluded in
: ‘the communlcatlon regardmg audltor s 1ndependence to those charged
r ,‘fw1th governance in case of hsted entltles

@

‘M/s PJ Shrlmah & Co., Chartered Accountants, were appomted'a‘s the
. statutory audltors of Prrstlne L1m1ted Before commenclng the audlt the
‘_audltors 1ssued an engagement letter to the Board of Directors
:conﬁrmmg the terms of the audrt engagement ~
' ‘The letter descrrbed the objectlve of the audlt the scope of work to be

performed and certain matters relatmg to the conduct of the audit. Tt also

ooooo

contamed a spec ific sectron explammg the respons1b111t1es of the audltor

. ‘wh11e perform ng the audit of financial statements
. W'
audi itor (Any 5) that are generally included i in an engagement letter in

th reference to the above s1tuat10n 111ustrate the responsrbllltres of the

; ‘-‘

accordance with SA 210.

LIB(H)
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(b) The financial statements of SUN Ltd. for the year ended 31 March,

2026 include correspondmg ﬁgures for the year ended 31° March 2025.

~ The prlor period ﬁnancral statements were audlted by a predecessor
- auditor. The current auditor is perm1ttcd by law and regulatlon toreferto

the predecessor auditor’s report on the correspondrng ﬁgnres and decides

(@) ;State and brleﬂy explam the type of paragraph that the audltor

~ should include in the auditor’s report in the above circumstances.

(i) With reference to SA 710, list the information that should be

included in this: paragraph regarding the prior period ﬁnanclal
statements. ' L s o

SP Co operatlve Ltd is a large co-operatrve orgamsatron engaged in
‘multlple act1v1t1es Durlng audlt the audltor observed that although the

o entrty mamtamed few prrrnary books of accounts such as the cash book

-~ were elther mcomplete or not malntamed

and general ledger, sevel al subsrdlary books and reglst :rs malntamed

8 v¢:‘~~'

~ The management contended that for co-operatlve orgamsatlon :

©

_in dlrectmg the engagement team’ s efforts whrle establlshmg the overall

~ maintenance of the subsidiary books and reglsters is not necessary .
As an audltor, you are requlred to gulde the managrement about the

important subs1d1ary books and registers that should normally be

‘ mamtamed by a large co—operatlve organrsatlon

OR ' s
Dlscuss examples of the factors that the audltor may cons1der s1gmﬂcant

o audlt strategy

LIB(H)
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