
Topics CNO HEADING Questions

SA 210 2.01
Mandatory matters in 

engagement letter

AKJ Ltd is a small-sized 30 years old company having business of manufacturing of pipes. Company has a plant based out of Dehradun and have their corporate 

office in Delhi. Recently the company appointed new firm of Chartered Accountants as their statutory auditors.

The statutory auditors want to enter into an engagement letter with the company in respect of their services but the management has contended that since the 

statutory audit is mandated by law, engagement letter may not be required. Auditors did not agree to this and have shared a format of engagement letter with 

the management for their reference before getting that signed. In this respect management would like to understand that as per SA 210 (auditing standard 

referred to by the auditors), if the agreed terms of the engagement shall be recorded in an engagement letter or other suitable form of written agreement, what 

should be included in terms of agreed audit engagement letter?

SA 220 5.01

Date of Signing, Only 

After Date of 

Completion of EQCR

OP & Associates are the statutory auditors of BB Ltd. BB Ltd is a listed company and started its operations 5 years back. The field work during the audit of the 

financial statements of the company for the year ended 31 March 2018 got completed on 1 May 2018. The auditor’s report was dated 12 May 2018. During the 

documentation review of the engagement, it was observed that the engagement quality control review was completed on 15 May 2018. Engagement partner 

had completed his reviews in entirety by 10 May 2018. Please comment.

SA 240 13
Responsibility in 

Management Fraud
Explain briefly duties and responsibilities of an auditor in case of material misstatement resulting from Management Fraud

SA 240 17
No Documentary or 

Other Evidence

M/s Innocent Limited has entered into a transaction on 25th February, 2018, near year-end, whereby it has agreed to pay ` 5 lakhs per month to Mr. 

Yuvraj as annual retainer-ship fee for "engineering consultation". No amount was actually paid, but 60 lakhs is provided in books of account as on 

March 31, 2018.

Your inquiry elicits a response that need-based consultation was obtained round the year, but there is no documentary or other evidence of receipt 

of the service. As the auditor of M/s Innocent Limited, what would be your approach?

SA 250 22
Indicators of Non 

Compilance

The auditor CA M of ABC Ltd wanted to perform the audit procedures to help identify instances of non-compliance with other laws and regulations 

that may have a material effect on the financial statements by inquiring of management and, where appropriate, those charged with governance, as 

to whether the entity is in compliance with such laws and regulations and inspecting Correspondence, if any, with the relevant licensing or regulatory 

authorities.

Auditor CA M seeks your guidance for identifying the indications of non-compliance with Laws and Regulations.

SA 299 28.1

Responsibility of Joint 

Auditors & Difference of 

Opinon Amongst Joint 

Auditors

KRP Ltd., at its annual general meeting, appointed Mr. X, Mr. Y and Mr. Z as joint auditors to conduct auditing for the financial year 2017-18. For the 

valuation of gratuity scheme of the company,  Mr. X, Mr. Y and Mr. Z wanted to refer their own known Actuaries. Due to difference of opinion, all the 

joint auditors consulted their respective Actuaries. Subsequently, major difference was found in the actuary reports. However, Mr. X agreed to Mr. Y’s 

actuary report, though, Mr. Z did not.  Mr. X contends that Mr. Y’s actuary report shall be considered in audit report due to majority of votes. Now, 

Mr. Z is in dilemma.  (1) You are required to briefly explain the responsibilities of auditors when they are jointly and severally responsible in respect 

of audit conducted by them and also guide Mr. Z in such situation.   (2)  Explain the responsibility of auditors, in case, report made by Mr. Y’s actuary, 

later on, found faulty

SA 315 34
 Evaluation of Inherent

Risk
Explain the concept of Audit risk at the level of financial statements

SA 315 36.5 Audit Risk(Calculation)

Compute the overall Audit Risk if looking to the nature of business there are chances that 40% bills of services provided would be defalcated, inquiring on the 

same matter management has assured that internal control can prevent such defalcation to 75%.At his part the Auditor assesses that the procedure he could 

apply in the remaining time to complete Audit gives him satisfaction level of detection of frauds & error to an extent of 60% . Analyse the Risk of Material 

Misstatement and find out the overall Audit Risk.

SA 315 40.1
Identify & Assess RMM 

& Response to Risk

While commencing the statutory audit of Alex Co Ltd, what would you consider as

 an auditor to assess risk of material misstatement and responses to such risks?

SA 320 43 Revision of Materiality

As an auditor of RST Ltd Mr P applied the concept of materiality for the financial statements as a whole On the basis of obtaining additional 

information of significant contractual arrangements that draw attention to a particular aspect of a company's business, he wants to re-evaluate the 

materiality concept Please, guide him

SA 402 52
Understanding Services 

Given by SO

JIO Ltd. is a mobile phone operating company. Barring the marketing function it had outsourced the entire operations like maintenance of mobile 

infrastructure, customer billing, payroll, accounting functions, etc. Assist the auditor of JIO Ltd. as to how he can obtain an understanding of how JIO 

Ltd. uses the services of the outsourced agency in its operations.

PARAM TOP 100 QUESTIONS



SA 500 58
Evaluating work of 

Management's Expert

Gap Ltd. possesses some investment for which there is no ready market and to assess its fair market value it hires an expert, the result of which it can 

use in preparing its financial statement. Being an Auditor of the Company, state the matters which may affect the nature, timing and extent of audit 

procedure to be adopted by you in the instant case.

SA 501 60
Physical Verification & 

Cases it is Impractical

Comment on the following:

 You are the auditor of Swift Communications Ltd. for the year 2017–18. The

inventory as at the end of the year i.e. 31.3.18 was rupees 2.55 crores. Due to

unavoidable circumstances, you could not be present at the time of annual physical

verification. Under the above circumstances how would you ensure that the physical

verification conducted by the management was in order?

SA 505 65
External Confirmation 

(Refusal)

The auditor of H Ltd wanted to obtain confirmation from its trade payables But the management made a request to the auditor not to seek 

confirmation from certain trade payables citing disputes Can the auditor of H Ltd accede to this request?

SA 510 66
Audit Procedures for 

Opening Balance

In an initial audit engagement the auditor will have to satisfy about the sufficiency and appropriateness of ‘Opening Balances' to ensure that they are 

free from misstatements, which may materially affect the current financial statements. Lay down the audit procedure, you will follow, when financial 

statements are audited for the first time. If, after performing the procedure, you are not satisfied about the correctness of 'Opening Balances', what 

approach you will adopt in drafting your audit report?

SA 550 82 Related Party (Sources)
JY & Co. is appointed as auditor of Breeze Ltd. JY & Co. seeks your guidance for reviewing the records and documentation of the company regarding ‘related 

party transactions in the normal course of business’. Describe the steps to be followed.

SA 570 90.05
Additional procedures and 
mitigating factor

MNO Limited is one of the prominent players in the chemicals industry. The company is a public company domiciled in India and listed on BSE and 

NSE. The Company was facing extreme liquidity constraints and there were multiple indicators that casted doubt over the company’s ability to 

continue as a going concern.

The Company was led into insolvency proceedings by consortium of banks led by PNB and the NCLT ordered the commencement of corporate 

insolvency process against the Company on 31 August 2018. The company invited prospective lenders, investors and others to submit their 

resolution plans to the Resolution Professional (RP) latest by 1 January 2019. The RP reviewed the resolution plans and ensured conformity with 

Insolvency and Bankruptcy Code 2016. The compliant plans were presented to Committee on Creditors (CoC) on 2 February 2019 and the resolution 

plan submitted by PQR Ltd. was evaluated as highest evaluated Compliant Resolution Plan. CoC of MNO Ltd. approved the Resolution Plan 

submitted by PQR Ltd. on 2 March 2019. The approval of NCLT was finally obtained on 4 May 2019.

PQR Ltd. submitted detailed plans and commitments as part of the resolution plan including clearance of all outstanding debts which were leading 

to negative cash flows. Please suggest how would you deal with this situation as the auditors of MNO Ltd.

SA 580 97 Misuse of WR

The auditor of Moon Pvt. Ltd. having turnover of rupees 12 crore, was not able to

get the confirmation about the existence and value of certain stock. However, a

certificate from the Management has been obtained regarding the existence and

value of the stock at the year end. The auditor relied on the same and without

any further procedure, signed the Audit Report. Is he right in his approach?

SA 610 103.1
 Evaluation of Internal

Audit Function

Rajpanth Ltd. appointed you as its statutory auditor for the current financial year.

During the course of auditing, you meticulously analysed that the work performed by

company‟s internal auditor is likely to be adequate for the purpose of statutory audit.

Consequently, you decided to use the work of internal auditor in respect of physical

verification of tangible assets specifically.

State how you would evaluate the specific work performed by internal auditor to

determine its adequacy and who would be responsible for expression of opinion on

financial statements.

SA 610 103.3 Direct Assistance

OPQ Ltd is in the business of software consultancy. The company has had large balances of accounts receivables in the past years which have been assessed as 

area of high risk. For the year ended 31 March 2018, in respect of the valuation of accounts receivable, the statutory auditor has assigned the checking of the 

accuracy of the aging of the accounts receivables and provision based on ageing to the internal auditor providing direct assistance to him. Please advise.



SA 620 105.1
 Agreement With Expert

(Matters Covered)

X Ltd had a net worth of INR 1300 crores because of which Ind AS became applicable to them. The company had various derivative contracts – options, forward 

contracts, interest rate swaps etc. which were required to be fair valued for which company got the fair valuation done through an external third party. The 

statutory auditors of the company involved an auditor’s expert to audit valuation of derivatives. Auditor and auditor’s expert were new to each other i.e. they 

were working for the first time together but developed a good bonding during the course of the audit. The auditor did not enter into any formal agreement with 

the auditor’s expert. Please advise.

SA 705 113 Types of Modification

ADKS & Co LLP are the newly appointed statutory auditors of PKK Ltd. During the course of audit, the statutory auditors have come across certain significant 

observations which they believe could lead to material misstatement of financial statements. Management has a different view and does not concur with the 

view of the statutory auditors. Considering this the statutory auditors are determining as to how to address these observations in terms of their reporting 

requirement. Please advise.

SA 710 126

Comparatives (Previosu 

Year Misstatements 

Prov of Diminution in 

Value of Investments)

For the year ended 31st March, 2016, the audit report of Avinash Ltd. contained a qualification regarding non-provision for diminution in the value 

of investments to the extent of ? 50 lacs. As an Auditor of the Company for the year 2016-17, how would you report, if :

(i) The Company does not makes provision for diminution in the value of investments in the year 2016-2017.

(ii) The Company makes adequate provision for diminution in the year 2016-2017.

SQC 1 127.5

 examples of the 

matters to be 

considered With regard 

to the integrity of a 

client by the firm as per 

the requirements of 

SQC 1

BSS & Associates is a partnership firm of Chartered Accountants which was established five years back. The firm was offering only advisory services at the 

beginning, however, after audit rotation and advent of GST, firm sees lot of potential in these areas also and started looking for opportunities in these areas also. 

These services being assurance in nature, the firm required some internal restructuring and set up some policies and procedures for compliance year on year.

The firm started getting new clients for these new services and is now looking to obtain such information as it considers necessary in the circumstances before 

accepting an engagement with a new client, when deciding whether to continue an existing engagement, and when considering acceptance of a new 

engagement with an existing client. Where issues have been identified, and the firm decides to accept or continue the client relationship or a specific 

engagement, it has been setting up a process to document how the issues were resolved.

The firm is now looking to work with only select clients which are in line with the policies of the firm. The firm understands that the extent of knowledge it will 

have regarding the integrity of a client will grow within the context of an ongoing relationship with that client. With regard to the integrity of a client, you are 

required to give some examples of the matters to be considered by the firm as per the requirements given in SQC 1.

ASPP 162 Risk Based Audit

ST Ltd is a growing company and currently engaged in the business of manufacturing of tiles. The company is planning to expand and diversify its operations. The 

management has increased the focus on the internal controls to ensure better governance. The management had a discussion with the statutory auditors to 

ensure the steps required to be taken so that the statutory audit is risk based and focused on areas of greatest risk to the achievement of the company’s 

objectives. Please advise the management and the auditor on the steps that should be taken for the same.

RA & ICS 171 Internal Check 

BSF Limited is engaged in the business of trading leather goods. You are the internal auditor of the company for the year 2018-19. In order to review 

internal controls of the sales department of the company, you visited the department and noticed the work division as follows:

(1) An officer was handling the sales ledger and cash receipts.

(2) Another official was handling dispatch of goods and issuance of Delivery challans.

(3) One more officer was there to handle customer/ debtor accounts and issue of receipts.

(a) As an internal auditor you are required to briefly discuss the general condition pertaining to the internal check system.

(b) Do you think that there was proper division of work? If not, why?

RA & ICS 174

Internal Controls 

(Multiple Location 

Business)

Funtoosh Ltd. has five entertainment centers to provide recreational facilities for public especially for children and youngsters at five different 

locations in the peripheral of 250 kilometers. Collections are made in cash. Specify the adequate internal control system towards collection of money. 

EDP 189 Query Based Reports

AAA Ltd. used to spend huge resources and time to maintain large data of accounts management. Not only the maintenance of data, but the 

transfer of files from one department to another took months. Most of the time, accounts department of the company could not co-ordinate 

between data transferred from one department to another.

Due to this complexity of data maintenance in the form of files, the management opted switching to customised accounting software package. Now, 

in the said package, all transactions are recorded, processed and the final accounts generated from the system. The management tells you that in 

view of the voluminous nature of day books and the motto of ‘save nature’, there is no need to take printouts and that audit can be conducted on 

the computer itself. The management further assures you that any 'query based reports' as required can be generated and printed.

As a statutory auditor of the company, enumerate the procedures you would adopt to conduct the audit in such environment.

EDP 193
 Method of Collecting

Audit Evidence in CIS
The method of collecting Audit evidence and evaluating the same changes drastically under CIS Environment” – Comment“



 Company

Audit I 
300

Sec 141--

Disqualification Celing 

Limit (ABC & Co)

  MSY  &  Co.  is  an  Audit  Firm  having  partners  CA  Mukti,  CA  Shakti  and  CA  Yukti.  CA  Mukti, CA  Shakti  and  CA  Yukti  are  holding  

appointment  as  an  Auditor  in  4,  6  and  10  companies respectively.

(i)     Provide the maximum number of audits remaining in the name of MSY & Co.

(ii)    Provide  the  maximum  number  of  audits  remaining  in  the  name  of  individual  partner  i.e. CA Mukti, CA Shakti, CA Yukti.

(iii)    Can MSY & Co. accept the appointment as an auditor in 60 private companies having paid- up share capital less than Rs. 100 crore which has 

not committed default in filing its financial statements under section 137 or annual return under section 92 of the of the Companies Act with the 

Registrar, 2 small companies and 1 dormant company?

(iv)   Would your answer be different, if out of those 60 private companies, 45 companies are having paid-up share capital of Rs. 110 crore each?

 Company

Audit I 
309

Sec 141--

Disqualification 

Prohibited Services 

(Acturial & Investment 

Advisory)

M/s Raga & Co., Chartered Accountants, appointed as the statutory auditor of R Ltd. for the financial year 2017-18. The company is also in need of 

an advisor for its investments. Thus, the Board of Directors of the company offered M/s Swara & Co., an associate of M/s Raga & Co., to provide an 

investment advisory service which has been duly accepted by the firm. Comment. 

 Company

Audit I 
313

Sec 141--

Disqualification 

Securities Face Value 

4,99,000

 ,Dabloo Ltd offered appointment as its auditor to Mr Bee, a practicing Chartered Accountant Later on, Mr Dee, the step-brother of Mr Bee

?purchased securities of the company having face value of Rs 4,99,000 Comment, whether Mr Bee may accept the offer of appointment as an auditor

 Company

Audit I 
334

Sec 143--Audit of 

Government Company

“The C&AG may direct the appointed auditor the manner in which the accounts of the Government company are required to be audited and thereupon the 

auditor so appointed shall submit a copy of the audit report to the Comptroller and Auditor-General of India.” What are the relevant sections of the Companies 

Act, 2013 and steps involved in auditor of Government Companies?

Company 

 Audit I
340

Sec 143--Fraud 

Reporting Cost 

Accountant Dint Not 

Report to Government

RX Ltd. is a sugar manufacturing company. The company appointed Mr. Suresh, a practicing cost accountant, to conduct cost audit of its cost records under 

section 148 of the Companies Act, 2013. While conducting audit, Mr. Suresh found some misstatement resulting into fraud committed by the officers of the 

company amounting rupees 1.5 crore. However, he did not report the matter to the Central Government believing that liability for such reporting lies only with 

statutory auditor of the company. Advise.

 Company

Audit II 
359

Sec 182--Donation 

Politcial Party For 

Running School

 Gracious Ltd has made a contribution of Rs 78 lacs during the financial year ended 31315 to Samaj Seva Party, a political party, for running a

 teaching institute situated in the rural area, where most of the workers of the company reside It is admitted that the benefit of the institute is mostly

 for the children of the workers of the company The average net profit of the company during the three immediately preceding financial years was Rs

lakhs Comment 100

 Liability

 of

Auditor

370 Criminal Liabilities
Mr. Fresh, a newly qualified chartered accountant, wants to start practice and he requires your advice, among other things, on criminal liabilities of 

an auditor under the Companies Act, 2013. You are required to briefly explain the same to Mr. Fresh.

 Liability

 of

Auditor

374 Prospectus Sec 35
 Indicate the precise nature of auditor's liability in the following situations and support your views with authority, if a misstatement had occurred in 

the prospectus issued by the company.

 Liability

 of

Auditor

378
 Weakness in ICS lead to

Fraud

 (ii) Certain weaknesses in the internal control procedure in the payment of wages in a large construction company were noticed by the statutory

 auditor who in turn brought the same to the knowledge of the Managing Director of the company In the subsequent year huge defalcation came to

 the notice of the management The origin of the same was traced to the earlier year The management wants to sue the auditor for negligence and

also plans to file a complaint with the Institute

CARO 391
Cl 1--Title Deed Not in 

Name of Company

(ii) NSP Limited has its factory building, appearing as fixed assets in its financial statements in the name of one of its director who was overlooking 

the manufacturing activities.

CARO 400
Cl 7--Statutory Due 

(Pending Disputes)

XYZ Pvt. Ltd. has submitted the financial statements for the year ended 31-3-19 for audit. The audit assistant observes and brings to your notice that the 

company's records show following dues:

• Income Tax relating to Assessment Year 2015-16 rupees 125 lacs - Appeal is pending before Hon'ble ITAT since 30-9-17.

• Customs duty rupees 85 lakhs - Demand notice received on 15-9-18 but no action has been taken to pay or appeal.

As an auditor, how would you bring this fact to the members?



CARO 401
Cl 7--Statutory Due (PF 

Not Deposited)

During the course of audit of GST Ltd. for the financial year 2017-18, it has noticed that  Rs. 3.00 lakhs of employee contribution and Rs. 8.50 lakhs of 

employer contribution towards employee state insurance contribution have been accounted in the books of accounts in respective heads. Whereas, 

it was found that Rs. 4.50 lakhs only has been deposited with ESIC department during the year ended 31st March, 2018. The Finance Manager 

informed the auditor that due to financial crunch they have not deposited the amount due, but will deposit the amount overdue along with interest 

as and when financial position improves. Comment as a statutory auditor. 

CARO 406

Cl 9--Money Raised 

Miss-Applied (Loan for 

R&D)

Under CARO, 2016, as a statutory auditor, how would you report on the following:

A Term Loan was obtained from a bank for Rs 80 lakh for acquiring R&D

equipment, out of which Rs 15 lakh was used to buy a car for use of the

concerned director who was overlooking the R&D activities.

CARO 407.01
Cl 10--Fraud Reporting 

(Noticed or Reported)

(d) The Internal Auditor of the Company has identified a fraud in the recruitment of employees by the HR department wherein certain sums were alleged to have 

been taken as kick-back from the employees for taking them on board with the Company. After due investigation, the concerned HR Manager was sacked. The 

amount of such kickbacks is expected to be in the range of `12 Lakhs.

CARO 409.01
Cl-13-- Loan taken from 

parent company

Whilst the Audit team has identified various matters, they need your advice to include the same in your audit report in view of CARO 2016:-

(a) The long term borrowings from the parent has no agreed terms and neither the interest nor the principal has been repaid so far.

CARO 411

Cl 15--Non Cash 

Transaction (Son of 

Director)

 RNT Ltd has entered into non-cash transactions with Mr Ram, son of one of the directors of the company, which is an arrangement by which the RNT

?Ltd is in process to acquire assets for consideration other than cash Under CARO, 2016, as a statutory auditor, how would you report

CARO 412 Cl 16--Theory of Cl 16

In the case of companies carrying on the business of a non-banking financial institution,

the auditor needs to report under CARO, 2016 whether the registration has been obtained

under section 45-IA of the Reserve Bank of India Act, 1934, if required

You are required to state in brief the audit procedure to be followed while reporting under

above mentioned circumstances 
Corporat

 e

Governan

ce

422
Audit Committee 

(Features)

“Every listed entity shall constitute a qualified and independent audit committee in accordance with the terms of reference.” State the main features 

of the Qualified and Independent Audit Committee set up under SEBI (Listing Obligations and Disclosure Requirements) Regulations, 2015. 

Corporate 
Governanc
e

434.01
Independent Director 
(Case Study)

Comment on the following in the light of certificate of compliance of conditions of Corporate Governance to be issued for a listed company where 

the Board consists of 10 directors including a non-executive director as its chairman:

(i) There were 5 audit committee meetings held during the year as follows 01/04/2018, 01/06/2018, 01/09/2018, 03/01/2019, 25/03/2019.

(ii) There are 4 independent directors. One of them resigned on 25/05/2018. A new independent director was appointed on 01/09/2018.

(iii) The Chairman of Audit Committee did not attend the Annual General meeting held on 14/09/2018.

(iv) The internal audit reports were obtained by Audit Committee on quarterly basis. Quarter 1 internal audit report commented on certain serious 

irregularities as regards electronic online auction of scrap. The agenda of Audit Committee did not deliberate or take note of the issue.

(v) There is no woman director.

Audit of 

Consolid

ated 

Financial 

Statemen

ts

436 Investment Company

H Limited is an Investment Company preparing its Financial Statements in accordance with Ind AS. The Company obtains funds from various 

investors and commits its performance for fair return and capital appreciation to its investors. During the year under audit, it had been observed that 

the Company had invested 25 % in SI Ltd., 50% in S2 Ltd. and 60% in S3 Ltd. of the respective share capitals of the Investee Companies. When 

checking the investment schedule of the Company, an issue cropped as to whether there would arise any need X to consolidate accounts of any 

such investee companies with those of H Limited in accordance with section 129(3) of the Companies Act, 2013 which contains no exclusion from 

consolidation. Analyse the issues involved and give your views.
 Audit of

Consolid

 ated

 Financial

Statemen

ts

438

 Permenant

 Consolidation

Adjustment

“Permanent Consolidation Adjustments are made only on the first occasion of the

preparation and presentation of consolidated financial statements”. What are the

Permanent Consolidation Adjustments? Explain the role of auditor in this context.



 Audit of

Consolid

 ated

 Financial

Statemen

ts

439
 Current Consolidation

Adjustment

X Limited is the holding company of Y Limited and Z Limited Explain the nature of current period consolidation adjustments which will be taken into 

account for the preparation of Consolidated Financial Statements

Audit of 
Consolidat
ed 
Financial 
Statements

440.05

Objective, as an Auditor, 
in the audit of 
Consolidated Financial 
Statement

Auditor's objectives in an audit of consolidated financial statements.

 Audit of

Banks
458.01

 ,Advances (Income

(CASE

In course of audit of Fair Samaritan Bank as at 31st March, 18 you observed that in a particular account there was no recovery in the past 18 months. 

The bank has not applied the NPA norms as well as income recognition norms to this particular account. When queried the bank management 

replied that this account was guaranteed by the central government and hence these norms were not applicable. The bank has not invoked the 

guarantee.  Advise.  Would your answer be different if the advance is guaranteed by a State Government? 

 Audit of

Banks
462 Advances (Audit)

ABC Chartered Accountants have been appointed as concurrent auditors for the branches of Effective Bank Ltd. for the year 2017-18. You are part of the audit 

team for Agra branch of the bank and have been instructed by your senior to verify the advances of the audit period. You are required to guide your assistant 

about the areas to be taken care while doing verification during the concurrent audit.

GIC 492
 ,Re-Insurance (Outward

(Audit

Girnar is appointed as an auditor of National Insurance Company limited. State the verification procedure to be followed by Mr. Girnar in case of Re-

insurance outward. 

GIC 495.02
Claim (Audit, Attention 

Areas)

While auditing an insurance company, the auditor in-charge instructed you to examine “Claims Paid” by the company. What are the specific areas to 

which you will give your attention while examining such “Claims Paid”? 

GIC 502
 & Outstanding Premium

Agent Balances

Mr. Bhavya is appointed as an auditor of General Insurance Company limited. State the verification procedure to be followed by Mr. Bhavya in case 

of outstanding premium and agent’s balances.

LIC 507.03 Acturial Process

 High Life Insurance is into life insurance business and has established presence in this field since last  25  years.  Your  firm,  SR  &  Co.  are  

appointed  auditors  of  the  High  Life  Insurance  company. While conducting its audit, you come across several important actuarial processes being 

followed in accordance with general regulatory guidelines. You also understand & realise that the actuarial department is calculating and modelling 

hub of the company. In the above context explain the role of auditors.

-Co

 Operative

Society 

508
 Important Aspects of

Co-Operative Society
.short notes on Restriction on shareholding in a Co-operative Society

-Co

 Operative

Society 

509
Special Features of Co-

Operative Audit

Examination of overdue debts, audit classification of society, and reporting the infringement of provisions of the Act are the special features of audit 

of a co-operative society. Do you agree? 

-Co

 Operative

Society 

510 Special Report

During the course of audit, if the auditor notices that there are some serious irregularities

in the working of the society he may report those special matters to the Registrar,

drawing his specific attention to the points

In view of above, you are required to state the circumstances under which an auditor is

required to submit a special report to the registrar of co-operative societies?
-Co
 Operative
Society

512
 & Multi State (Powers
(Duties of Auditor

Powers and duties of an auditor of a Multi-state Cooperative Society.

NBFC 515
 Compliance with

Prundential Norms
Compliance of Prudential Norms of RBI by NBFC

NBFC 517 Investment Co (Audit)
You are appointed as the auditor of a NBFC which is an Investment company registered with RBI. What shall be the special points to be covered for the audit of 

NBFC in case of Investment companies?

NBFC 524 Frauds Write a short note on - Classification of frauds by NBFC



Tax Audit 526

Applicability (Multilple 

Items Adjustment, 

Numerical, Concession 

Ltd)

Concession Ltd is engaged in the business of manufacturing of threads The

company recorded the turnover of Rs 113 crore during the financial year 2017-18

before adjusting the following:

Discount allowed in the Sales Invoice Rs 8,20,000

Cash discount (other than allowed in

Cash memo/ sales invoice) Rs 9,20,000

Trade discount Rs 2,90,000

Commission on Sales Rs 6,00,000

Sales Return (FY 2016-17) Rs 1,60,000

Sale of Investment Rs 6,60,000

You are required to ascertain the effective turnover to be considered for the

prescribed limit of tax audit under the relevant Act and guide the company whether

the provisions relating to tax audit applies

Tax Audit 558.01
Revision of Tax Audit 
Report

State whether a Tax audit report can be revised and if so state those circumstances.

 Cost

Audit
566 Advantages

Conducting Cost Audit is useful to the management, society, shareholders and the government in many ways. Briefly mention some of the advantages of cost 

audit to the government.

 Cost

Audit
569 Cost Audit Porgramme Like every other audit, a systematic planning for cost audit is also necessary” Indicate the matters to be included in a Cost Audit Programme“

 Audit of

PSU
597 Powers of C&AG

Being an expert in the field of government audit, you are required to briefly explain the powers of Comptroller and Auditor General of India with 

respect to supplementary audit and test audit as stated under section 143(6) and 143(7) of the Companies Act, 2013.

 Audit of

PSU
599 Comprehensive Audit Short Notes:- Areas covered in Comprehensive Audit.

Audit of 
PSU

603
Propriety Audit (Company 
Act)

Areas of propriety audit under Section 143(1) of the Companies Act, 2013.

 M&O

Audit
612 Hostile Management

DLF Ltd, a manufacturing unit does not accept the recommendations for

improvements made by the Operational Auditor Suggest an alternative way to tackle

the hostile management

M&O 

Audit
617.01

Types of Audit & 

Differences

Many modern enterprises have become huge and sophisticated. This has resulted in Decentralisation of their activities and different type of audits. 

You are required to explain

the difference to the management:

Internal & Operational Audit.

Management Audit & Operational Audit.

Financial Audit & Operational Audit.

 Due

Diligence
623 Financial Due Diligence

Mr Q is the proprietor of a very profitable business dealing in speciality chemicals Due to

his old age, Mr Q wants to sell his business and has approached XYZ Pvt Ltd, a

competitor, for the same As an advisor to XYZ Pvt Ltd, you are appointed to do a 'Due

Diligence' of the business Enumerate the points which you would look into as part of the

Due diligence exercise

 Due

Diligence
627

 DD (Under / Over

(Valuation

 Your client is contemplating taking over a manufacturing concern and desires that in the course of due diligence review, you should look specifically

for any hidden liabilities and overvalued assets

State (in brief) the major areas you would examine for the above

 Due

Diligence
628 Due Diligence Report

 A German Company engaged in the business of manufacturing and distribution of industrial gases, is interested in acquiring a listed Indian 

Company having a market share of more than 65% of the industrial gas business in India, request you to conduct a “Due Diligence” of this Indian 

Company and submit your  Report.  As due  Diligence  Auditor, discuss the key areas you  will cover  in your review.

Forensic 

Audit
629

Forensic Audit vs 

Financial Audit
Forensic audit is unlike other audits Explain



Forensic 

Audit
630 Forensic Audit Steps

    PQR Ltd. is a listed company having turnover of Rs. 50 crores & plans expansion by installation of new machines at new building-having total 

additional project cost of Rs. 20 crore.

Project gets implemented in 2017-18 and one of the accountants points out to Managing Director that something wrong has happened in the 

purchase of building material.

Rupees (In crore)                Purpose

  10                                             -   for Building

  8.5                                           -   for Machinery

  1.5                                           -   for Working Capital

 20 Crore

On  hearing  this,  the  management  is  planning  to  appoint  Forensic  Auditor.  Advise  the  Forensic Auditor about the steps to be undertaken in 

case of forensic audit process.

Investigat

ion
632 Audit Vs Investigation

 General objective of an audit is to find out whether the financial statements show true and fair view On the other hand, investigation implies

systematic, critical and

 special examination of the records of a business for a specific purpose In view of the above, you are required to brief out the difference between

Audit and

Investigation

Investigat

ion
633 Embezzlement of Cash

 In cases like holding back cash sales, collections by travelling salesmen, V.P.P receipts, or casual receipts, e.g., sales of scrap, recoveries out of debts 

written off earlier, etc., the amount or amounts of receipts embezzled may be subsequently covered up by the perpetrator adopting certain 

methods. In a company, it is suspected that there has been embezzlement in cash receipts.  The company appoints you as an investigator. What are 

the areas you would verify? 

 Peer

Review
647 Scope of Peer Review Write a short note on Scope of peer review

 Peer

Review
648 Technical Standards Short Notes:- Technical, ethical and professional standards as per statement on peer review.

 Peer

Review
651 Peer Review Reporting Areas of Control for Reporting Stage of Peer Review

Quality 

Review
653.04 Objectives of QR Objective of Quality Review

Quality 

Review
653.05 Qualifications by QR Give examples of areas on which the reviewer may qualify the report?

Quality 

Review
653.07 Stages of Quality Review Various Stages involved in the Conduct of the Quality Review Assignments

Quality 

Review
653.09

Basic Elements of 

Quality Review Report

Reviewers, based on the conclusions drawn from the quality review, shall issue a preliminary report and subsequently the final report. As a quality 

reviewer briefly discuss the basic elements of Quality Review Report.  

PE 654
Sec 2 --MCS (Portfolio 

Management Services)

Comment on the following with reference to the Chartered Accountants Act, 1949 and schedules thereto:                                                                                                                                            

                                                                    Mr. Sam, a Chartered Accountant in practice, provides guidance on post -issue activities to his clients e.g. 

follow up steps which include listing of instruments, dispatch of certificates and refunds etc. with the various agencies connected with the work. 

During the year 2017-18, looking to the growing needs of his clients to invest in the stock markets, he also started advising them on Portfolio 

Management Services whereby he managed portfolios of some of his clients.

PE 655.1

Sec 6 --Certificate 

Issued Without COP by 

CA

(b) The manager of ZedEx (P) Ltd. approached CA. Vineet in the need of a certificate in respect of a consumption statement of raw material. Without having 

certificate of practice (CoP), CA. Vineet issued the certificate to the manager of the company, acting as a CA in practice and applied for the CoP to the Institute on 

very next day to avoid any dispute.



PE 662
- First Schedule,Part I,Cl,2

Sharing with Employee-

CA Ciya, a practicing Chartered Accountant gave 60% of the audit fees received by her to Mr. Suhas, who was not a Chartered Accountant, under the 

nomenclature of office allowances

PE 665
- First Schedule,Part I,Cl,4

Partnership (Advocate)-

(d) Mr. Pramod, a Chartered Accountant in practice entered into a partnership with Mr. Lucky, an advocate for sharing of fees for work sent by one to the other. 

However, due to some disputes, the partnership was dissolved after 1 month without any fees having been received.

PE 675

- First Schedule,Part I,Cl,6

 Clarification-

 Representation by CA)

(Under Company Act

A special notice has been issued for a resolution at 3rd annual general meeting of

Tiddle Ltd. providing expressly that CA. Munish shall not be re-appointed as an

auditor of the company. Consequently, CA. Munish submitted a representation in

writing to the company as provided under section 140(4)(iii) of the Companies Act,

2013. In the representation, CA. Munish incorporated his independent working as a

professional throughout the term of office and also indicated his willingness to

continue as an auditor if re-appointed by the shareholders of the Company.

Comment – Is CA. Munish allowed to submit the representation and write such

content?

PE 681

First Schedule,Part I,Cl,6 -

-Solicitation (Tender) 

Land Revenue

 M/s LMN, a firm of Chartered Accountants responded to a tender from a State Government for computerization of land revenue records For this

purpose, the firm also paid Rs 50,000 as earnest deposit as part of the terms of the tender

PE 686

First Schedule,Part I,Cl,6 -

-Website (Multiple 

Issues)

Comment on the following with reference to the Chartered Accountants Act, 1949 and schedules thereto:

(a) Mr Bold, a chartered accountant in practice, created his own website in attractive format and highlighted the contents in blue colour. He also circulated the 

information contained in the website through E-mail to acknowledge public at large about his expertise. However, due to shortage of time, he could not intimate 

his website address to the Institute.

PE 713

 First Schedule,Part

 I,Cl,11 --Business

 Occupation (Trading in

(Derivative

CA. Raj is a leading income tax practitioner and consultant for derivative products.

He resides in Bangalore near to the XYZ commodity stock exchange and does trading in commodity derivatives. Every day, he invests nearly 50% of 

his time to settle the commodity transactions, though he has not taken any permission for this. Is CA. Raj liable for professional misconduct?

PE 723

First Schedule,Part 

I,Cl,12 --Signing 

(Multiple Matters)

Mr. 'A' is a practicing Chartered Accountant working as proprietor of M/s A & Co. He went abroad for 3 months. He delegated the authority to Mr. 

'Y' a Chartered Accountant his employee for taking care of routine matters of his office. During his absence Mr. 'Y' has conducted the under 

mentioned jobs in the name of M/s A & Co. 

(i) He issued the audit queries to client which were raised during the course of audit. 

(ii)  He attended the Income Tax proceedings for a client as authorized representative before Income Tax Authorities.  

Comment on eligibility of Mr. 'Y' for conducting such jobs in name of M/s A & Co. and liability of Mr. 'A' under the Chartered Accountants Act, 1949. 

PE 758

 Second Schedule,Part

 I,Cl,8 --Circulation

Certification

 CA ZZ who conducted ABC audit of a marathi daily ‘New Era’ certified the circulation figures based on Management Information System Report 

(MIS Report) without examining the books of Account

PE 770

 Second Schedule,Part

 II,Cl,3 --Included name

 of CA in empanelment

without his knowledge

Mr. P and Mr. Q are running a firm of Chartered Accountants in the name of  M/s PQ & Co. On 23.05.2017, they included the name of Mr. R, a 

practicing Chartered Accountant, without his knowledge, as a partner while submitting an application for empanelment as auditor for Public Sector 

Bank branches to the Institute. However, they added Mr. R as a partner to their firm offering a share of 21% of the profits, on 25.05.2017.

PE 776

 Councile General

 Guideline 2008--Not

 Maintaining Books of

 Accounts (Presumptive

(Basis U/S 44ADA

Mr. X, a Chartered Accountant in Practice filed his income tax return for the Assessment Year 2018-19 under section 44ADA of the Income Tax Act, 

1961, declaring his income on presumptive basis. In a disciplinary proceeding against him for an alleged misuse of funds of his clients, it was asked 

that he should submit his books of accounts for the financial year ended on 31/03/2018. Mr. X refused to submit books of accounts on the ground 

that he had not maintained any books and even for income tax purposes, he submitted his Return of Income on a presumptive basis. Is he right in 

putting such a defence ? Analyse the issues in the light of Professional Code, if any.




