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Chapter 13: Audit of Different Entities 
Additions to Topics 
1. Additions in the Topic of Government Audit 

(i) As per Article 266, the Consolidated Fund of India consists of all the revenue 

received from direct and indirect taxes, all the loans taken by the Govt. of India 

and all the amount of repayment of loans received by the Govt. of India. 

(ii) The Public Accounts Committee (PAC) is a committee of selected members of 

parliament, constituted by the Parliament of India, for the purpose of auditing 

the revenue and the expenditure of the Government of India. 

2. Limited Liability Partnership 

LLP is governed by the Limited Liability Partnership Act 2008, which has come into 

force with effect from April 1, 2009. It is a form of business organisation which enshrines 

in itself the advantages of both the Company and Partnership forms of Organisation. 

Minimum of 2 Partners can form an LLP and at least two partners would be Designated 

Partners who would be required to take DPIN (Designated Partner Identification Number). 

The Partners in an LLP and their rights and duties are governed by way of an agreement 

between them. 

3. Co-operative Societies 

A Cooperative (also known as co-operative, co-op, or coop) is "an autonomous association 

of persons united voluntarily to meet their common economic, social, and cultural needs 

and aspirations through a jointly-owned enterprise" 

Correct-Incorrect Questions 
i. The accounts of every LLP shall be audited in accordance with rule 24 of LLP Rules 2009. 

Incorrect: Rule 24 of LLP Rules 2009 provides that any LLP, whose turnover does not exceed, 

in any financial year, forty lakh rupees, or whose contribution does not exceed twenty five 

lakh rupees, is not required to get its accounts audited. However, if the partners of such 

limited liability partnership decide to get the accounts of such LLP audited, the accounts 

shall be audited only in accordance with such rules. 

ii. The auditor of an LLP may be appointed by the Designated Partners or other Partners 

whosoever is available at the time of appointment. 
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Incorrect: The auditor is to be appointed by the designated partners of the LLP. However , 

the Partners may appoint the auditors only if the Designated Partners have failed to 

appoint them. 

iii. The Comptroller and Auditor General does not have any authority to audit the accounts of 

stores and inventory kept in any office or department of the Union or of a State. 

Incorrect: The Comptroller and Auditor General shall have authority to audit and report on 

the accounts of stores and inventory kept in any office or department of the Union or of a 

State. 

iv. An Operating Lease is a kind of Financing arrangement. 

Incorrect: A Finance Lease is a Financing arrangement. An Operating lease, on the other 

hand, is a simple arrangement where, in return for rent, the lessor allows the lessee to use 

the asset for a certain period. 

v. An auditor should ensure that proper valuation of occupancy-in-progress at the balance sheet 

date is made and included in the accounts in the case of audit of a Hotel. 

Correct: The auditor should ensure that proper valuation of occupancy-in progress at the 

balance sheet date is made and included in the accounts for proper recording of closing and 

opening entries and maintenance of accounts on Accrual basis as per the Matching concept. 

Theoretical Questions 
i. Central Govt. hold 55% of the paid up share Capital in Kisan Credit Cooperative Society which 

is incurring huge losses. Advise when the Central Government can direct Special Audit under 

Section 77 of the Multi State Cooperative Society Act. 

Hint: Order for Special Audit in a Multi-State Cooperative Society 

ii. As an auditor, what would be your areas of consideration while auditing the element of ROOM 

SALES during the audit of a 5-Star Hotel. 

Hint: Vouching of Room Sales in case of Hotels 

iii. You are auditing the Books of accounts of Karla Multiplex which runs 15 Film shows every 

day. One of the major issues which are of concern to you as an auditor is the Agreement 

entered into the Multiplex owners with the Film Distributors. State what points would you 

check as an auditor in this respect. 

Hint: Vouch payments with agreement and examine unadjusted balances 

iv. State the points which merit consideration in the audit of a CLUB w.r.t its members. 
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Hint: Entrance Fees, Subscription fees, Register of members, Member accounts, subscriptions 

received in advance and Subscription in arrears. 

v. Define Government Audit & explain its objectives 

Hint: Definition and Objectives (Accounting of public funds, appraisal of govt. policies, 

corrective actions and administrative accountability) 


