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  ADVANCE AUDITING AND PROFESSIONAL ETHICS  

(FULL COURSE) (NEW SYLLABUS) 

Question No. 1 is compulsory. 

Candidates are also required to answer any five questions from the remaining six questions. 

   

Question No.1 

(a). Mr A, a practicing Chartered Accountant, audited the financial statements of C Ltd for the previous year 
2012-13 and expressed an unmodified opinion C Ltd was of the view that Mr A is not conducting the audit 
properly and therefore, for the current year 2013-14, it appointed Ms B, a leading practicing Chartered 
Accountant to conduct the audit and present Comparative Financial Statements Ms B, while performing the 
auditing procedures, found that C Ltd has undercharged the wages of Rs 10 lakhs during the previous year 
resulting in overstatement of profits What are the further procedures, Ms B is required to pursue? 
 
(b). You have been appointed as the auditor of Top Health Ltd. for 2017-18 which was audited by CA 
Trustworthy in 2016-17. As the Auditor of the company state the steps you would take to ensure that the 
Closing Balances of 2016-17 have been brought to account in 2017-18 as Opening Balances and the 
Opening Balances do not contain misstatements. 
 
(c). A ltd has outsourced its payroll calculation activity to B Ltd, with the context of SA 402. 

a) Define Type 1 & Type 2 report.          
b) Which type of report can be used for obtaining understanding about the design and 

implementation of controls at the service organisation. 
 

c) Which type of report can be used for obtaining audit evidence about the operating effectiveness of 
those controls.                                                                

 
(d). Write short notes on the techniques of Forensic Audit: - 
 

(i) General Audit Techniques (GAT)                                                                
(ii) Generalised Audit Software (GAS) 

                                                                                                                                            (5 X 4=20 Marks) 
 
Question No.2 
 
(a). P, a Chartered Accountant in practice, accepts appointment as statutory auditor for LMN Pvt Ltd Q, 
brother of P has substantial interest in LMN Pvt Ltd. 
 
(b). P ltd holds 60 % shares of Q ltd, which holds 100 % shares of R ltd. P ltd has prepared consolidated 
financial statements so Q ltd has informed all its 200 shareholders that they won’t be preparing consolidated 
financial statements. Only 3 shareholders objected and asked for consolidated financial statements. What 
should Q Ltd do? 
 
(c). Audit planning is not a discrete phase but a continuous phase. 
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(d). "Rakshak (an auditing firm) was appointed as an auditor of A ltd two years ago. This year the size of 
the A ltd has increased, several new branches were opened. To cope up with the increased work load auditor 
thought of increasing the size of the audit team. Rakshak demanded more fees from A Ltd as the cost of 
audit to the firm will increase with the increase in audit team  but the company is not interested in increasing 
the fees of the auditor. So, to match up with the fees auditor this year while conducting audit:    
                                                                                                     
a) Increased the materiality Level for financial statement as a whole. 
b) To reduce sample sizes used in tests of detail, the samples were selected based on judgement rather 
than statistical method and only parts of the population being tested were sampled, for example, certain 
locations were not included in the sample of non-current assets selected for physical verification. 
                                                                                                                                             (4 X 4=16 Marks) 
 
Question No.3 
 
(a). Comment on the following with reference to the Chartered Accountants Act, 1949 and Schedules 
thereto: 
M/s ABC, a firm of Chartered Accountants has taken a loan for acquiring computers, from a company whose 
Managing Directors’ son is an Articled Trainee with A, a partner of M/s ABC.  
 
(b). What is 'Other Comprehensive Income' as per Ind-AS? What are its components? 
 
(c). Write a short note on Content of Management Discussion and Analysis. 
 
(d). Write a short note on - Permanent Consolidated Adjustments.                                  (4 X 4=16 Marks) 
 
Question No.4 
 
(a). Comment on the following with reference to the Chartered Accountants Act, 1949 and schedules 
thereto: 
M/s LMN & Associates, a firm of Chartered Accountants responded to a tender issued exclusively for 
Chartered Accountants by an organisation in the area of tax audit However no minimum fee was prescribed 
in the tender document.                                                                                                                   (4 Marks) 
 
(b). The growth and development in the field of information technology is a fast paced one and 
unless the auditors are alert to such developments and take pre- emptive action in upgrading their 
knowledge, they may find difficulty in coping with such advancement. Explain few instances of the recent 
changes which may need to be addressed in discharging their responsibilities in such environment. 
                                                                                                                                                         (6 Marks) 
 
(c). Comment on the following taking into consideration CA Act 1949. 
(i) A CA in practice started teaching students. He took classroom on rent. He placed board outside his class 
giving details of subject contact details his photograph and his name.                                           (3 Marks) 
 
(ii) Mr. Anil Ambani for the purpose of manufacturing the “RAFAL” in India “under make in India “scheme 
took a loan from: - 
France government of Rs 5000 crores 
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Hindustan Aeronautical Ltd (a government company) of Rs 3700 crores 
Indian Government of Rs 3000 crores. 
 

However due to some political pressures from the opposition party the deal got dumped and Mr. Ambani 
was not able to repay the above loans. Report under CARO 2016.                                                (3 Marks) 
 
Question No.5 
 
(a). Comment on the following with reference to the Chartered Accountants Act, 1949 and schedules 
thereto: 
AB & Co, a firm of Chartered Accountants, included the name of P as a partner while filing an application 
for empanelment as auditor for Public Sector bank branches It was subsequently noticed that on the date 
of application, P was not a partner with AB & Co. 
 
(b).  Write a short note on - Solvency margin in case of an insurer carrying on general insurance business. 
 
(c). How do you examine claims against the Bank not acknowledged as debts? 
 
(d). Liquim Ltd, a non-resident company, is engaged in the business of extraction of mineral oils having 
turnover of Rs 20 lakhs during the financial year 2015-16 The company claims that its profits and gains 
chargeable to tax under the head Profits and gains of business or profession is lower than the deemed 
income chargeable under section 44BB of the Income Tax Act, 1961 Therefore, it decided to get its accounts 
audited under section 44AB of the Income tax Act, 1961 As a tax auditor, how would you report under Form 
3CD?                                                                                                                                    (4 X 4=16 Marks) 
 
Question No.6 
 
(a). Write a short note on Public Accounts Committee. 
 
(b). Write a short note on Audit vs Investigation. 
 
(c). What are the Management Audit Questionnaires? Give a sample questionnaire for Audit of Inventory. 
 
(d). Your firm has been appointed as Central Statutory Auditors of a Nationalised Bank. The Bank follows 
financial year as accounting year State your views on the following issues which were brought to your notice 
by your Audit Manager. 
 

In case of all such advances which have been classified as non-performing for the first time during the 
current financial year, only the last date of the financial year has been reckoned as the date of account 
becoming non-performing.                                                                                                (4 X 4=16 Marks) 
 
Question No.7 (Solve any Four) 
 
(a). Mark to Market Margin. 
 
(b). Explain  
(i) Advocacy Threat 
(ii) Familiarity Threat  
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(iii) Self Review Threat 
(iv) Intimidation Threat 
 

Give two examples each?     
 
(c). True and Fair Cost of Production. 
 
(d). Write a short note on Reporting stage in Peer Review. 
 
(e). A ltd & B ltd both wants to appoint CA Mahesh as auditor of their Company. CA Mahesh's brother 
works in the accounts department of A ltd as chief accountant .CA Mahesh's sister works as legal head and 
reports to the Managing director of the B ltd. Comment.                                                  (4 X 4=16 Marks) 

 


