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May   2018  
 

RTP   May   2018  
 
Question  
State   with   reason   (in   short)   whether   the   following   statements   are   true   or   false:  
(i)   There   is   a   direct   relationship   between   materiality   and   the   degree   of   audit   risk.   
Answer  
Incorrect :  There  is  an  inverse  relationship  between  materiality  and  the  degree  of  audit  risk.  The  higher  the  materiality                   
level,  the  lower  the  audit  risk  and  vice  versa.  For  example,  the  risk  that  a  particular  account  balance  or  class  of                      
transactions  could  be  misstated  by  an  extremely  large  amount  might  be  very  low  but  the  risk  that  it  could  be  misstated                      
by   an   extremely   small   amount   might   be   very   high.  

 
Question  
Surya  and  Chand  Ltd  is  a  manufacturing  company  engaged  in  the  production  of  miscellaneous  electrical  goods.                 
Trilochan  and  Co.  has  been  appointed  as  the  auditors  to  carry  out  its  audit.  Auditor  thinks  that  Planning  an  audit                     
would  involve  establishing  the  overall  audit  strategy  for  the  engagement  and  developing  an  audit  plan.  Also,                 
Adequate  planning  benefits  the  audit  of  financial  statements  in  several  ways.  Analyse  and  Advise  explaining  the                 
benefits   of   adequate   planning.  
 
Answer  
Planning  an  audit  involves  establishing  the  overall  audit  strategy  for  the  engagement  and  developing  an  audit                 
plan.    Adequate   planning   benefits   the   audit   of   financial   statements   in   several   ways,   including   the   following:  

1. Helping   the   auditor   to   devote   appropriate    attention   to   important   areas    of   the   audit.  
2. Helping   the   auditor    identify   and   resolve   potential   problems    on   a   timely   basis.  

3. Helping  the  auditor properly  organize  and  manage  the  audit  engagement  so  that  it  is  performed  in  an                  
effective   and   efficient   manner.  

4. Assisting  in  the  selection  of  engagement  team  members  with  appropriate  levels  of  capabilities  and               

competence   to   respond   to   anticipated   risks,   and   the   proper   assignment   of   work   to   them.  

5. Facilitating   the    direction    and    supervision    of   engagement   team   members   and   the    review    of   their   work.  
6. Assisting,   where   applicable,   in    coordination   of   work   done    by   auditors   of   components   and   experts.  

 
Question  
Determining  materiality  involves  the  exercise  of  professional  judgment.  A  percentage  is  often  applied  to  a                
chosen  benchmark  as  a  starting  point  in  determining  materiality  for  the  financial  statements  as  a  whole.  Discuss                  
stating   the   factors   that   may   affect   the   identification   of   an   appropriate   benchmark.  
 
Answer  
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Determining  materiality  involves  the  exercise  of  professional  judgment.  A  percentage  is  often  applied  to  a  chosen                 
benchmark  as  a  starting  point  in  determining  materiality  for  the  financial  statements  as  a  whole. Factors  that  may  affect                    
the    identification   of   an   appropriate   benchmark   include   the   following:  

● The    elements   of   the   financial   statement  
Example    -   assets,   liabilities,   equity,   revenue,   expenses;  

● Whether  there  are  items  on  which  the attention  of  the  users of  the  particular  entity’s  financial  statements                  

tends   to   be   focused  

Example -  for  the  purpose  of  evaluating  financial  performance  users  may  tend  to  focus  on  profit,  revenue  or  net                    
assets  

● The nature  of  the  entity,  where  the  entity  is  at  in  its  life  cycle,  and  the  industry  and  economic  environment  in                      

which   the   entity   operates;  

● The    entity’s   ownership   structure    and   the   way   it   is   financed   and  

Example- if  an  entity  is  financed  solely  by  debt  rather  than  equity,  users  may  put  more  emphasis  on  assets,  and                     
claims   on   them,   than   on   the   entity’s   earnings);  

● The    relative   volatility    of   the   benchmark.  

 

Homework   Question  

Question   
Evolving  one  audit  programme  applicable  to  all  audit  engagements  under  all  circumstances  is  not  practicable.                
Explain  
 
Answer  
Businesses  vary  in  nature,  size  and  composition;  work  which  is  suitable  to  one  business  may  not  be  suitable  to  others;                     
efficiency  and  operation  of  internal  controls  and  the  exact  nature  of  the  service  to  be  rendered  by  the  auditor  are  the  other                       
factors  that  vary  from  assignment  to  assignment.  On  account  of  such  variations,  evolving  one  audit  programme  applicable                  
to  all  businesses  under  all  circumstances  is  not  practicable.  However,  it  becomes  a  necessity  to  specify  in  detail  in  the  audit                      
programme  the  nature  of  work  to  be  done  so  that  no  time  will  be  wasted  on  matters  not  pertinent  to  the  engagement  and                        
any   special   matter   or   any   specific   situation   can   be   taken   care   of.  

 
Question    
Arpana  Hospitals  Ltd  having  Gross  Professional  Charges  of  ₹  50  crores  is  engaged  in  providing  healthcare                 
services.   STP   &   Co.,   a   firm   of   auditors   is   appointed   as   its   auditors.  
Advise   what   special   points   to   be   kept   in   mind   for   the   purpose   of   construction   of   an   Audit   programme.   Explain.  
 
Answer  
For   the   purpose   of   programme   construction,   the   following   points   should   be    kept   in   mind  

1. Stay   within   the   scope   and   limitation   of   the   assignment.  

 
To   get   the   best   out   of   these   notes   visit    www.neerajaroraclasses.com                                                                               C2   Trishul   |    3  
Join   Us   on   YouTube    www.youtube.com/neerajarora  
Join   Us   on   Telegram    https://t.me/neerajaroraclasses  

http://www.neerajaroraclasses.com/
http://www.neerajaroraclasses.com/
http://www.youtube.com/neerjarora
https://t.me/neerajaroraclasses


 
These   notes   are   incomplete   without   our   videos.   Study   from   these   notes   at   your   own   risk.   We   keep   on   updating   our   books,   notes   and   videos.   You   should   always  
study   from   updated   notes   with   our   videos.   Many   concepts   are   there   which   are   missing   in   these   notes,   some   are   obsolete.   We   have   discussed   everything   in   our  
video   classes.     www.neerajaroraclasses.com    Amendments   and   updates   will   be   taught   in   classes   and   videos.   Extra   notes   and   charts   will   also   be   given.  

 

2. Determine  the  evidence  reasonably  available  and  identify  the  best  evidence  for  deriving  the  necessary               
satisfaction.  

3. Apply  only  those  steps  and  procedures  which  are  useful  in  accomplishing  the  verification  purpose  in  the  specific                  
situations.  

4. Consider   all   possibilities   of   error.  
5.    Co-ordinate   the   procedures   to   be   applied   to   related   items.  

 
Also   See   MTP   2   May   2018  
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MTP   1   May   2018  
Question   
“The  auditor  should  plan  his  work  to  enable  him  to  conduct  an  effective  audit  in  an  efficient  and  timely  manner.                     
Plans  should  be  based  on  knowledge  of  the  client’s  business”  Discuss  stating  clearly  the  broad  points  you  would                   
be   covering   in   framing   plan   to   conduct   audit   in   an   efficient   and   effective   manner.   
 
Answer  
“The  auditor  should  plan  his  work  to  enable  him  to  conduct  an  effective  audit  in  an  efficient  and  timely  manner.  Plans                      
should   be   based   on   knowledge   of   the   client’s   business”.   
Plans   should   be   made   to   cover,   among   other   things:   

a. acquiring   knowledge   of   the   client’s   accounting   systems,   policies   and   internal   control   procedures;   
b. establishing   the   expected   degree   of   reliance   to   be   placed   on   internal   control;  
c. determining   and   programming   the   nature,   timing,   and   extent   of   the   audit   procedures   to   be   performed;   and   
d. coordinating   the   work   to   be   performed.   

 
Plans   should   be   further   developed   and   revised    as   necessary   during   the   course   of   the   audit.   
 
SA-300,  “Planning  an  Audit  of  Financial  Statements”  further  expounds  this  principle.  According  to  it, planning  is  not  a                   
discrete  phase  of  an  audit,  but  rather  a  continual  and  iterative  process that  often  begins  shortly  after  (or  in                    
connection  with)  the  completion  of  the  previous  audit  and  continues  until  the  completion  of  the  current  audit                  
engagement.   
 
The  auditor  shall  establish  an  overall  audit  strategy  that  sets  the  scope,  timing  and  direction  of  the  audit,  and  that  guides                      
the   development   of   the   audit   plan.  
 

Homework   Question   

Question  
The  engagement  partner  of  AST  AND  ASSOCIATES,  a  firm  of  Chartered  Accountants  appointed  as  auditor  of  Fabric                  
India  Ltd  is  considering  as  to  the  management  of  key  resources  to  be  employed  to  conduct  audit.  Discuss  how                    
overall   audit   strategy   would   assist   the   auditor.  
 
Answer  
The  auditor  shall  establish  an  overall  audit  strategy that  sets  the  scope,  timing  and  direction  of  the  audit,  and  that                     
guides   the   development   of   the   audit   plan.  
 
The  process  of  establishing  the  overall  audit  strategy  assists  the  auditor to  determine,  subject  to  the  completion  of                   
the   auditor’s   risk   assessment    procedures,   such   matters   as:  

1. The  resources  to  deploy  for  specific  audit  areas,  such  as  the  use  of  appropriately  experienced  team  members  for                   
high   risk   areas   or   the   involvement   of   experts   on   complex   matters;  
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2. The  amount  of  resources  to  allocate  to  specific  audit  areas,  such  as  the  number  of  team  members  assigned  to                    
observe  the  inventory  count  at  material  locations,  the  extent  of  the  review  of  other  auditors’  work  in  the  case  of                     
group   audits,   or   the   audit   budget   in   hours   to   allocate   to   high   risk   areas;  

3. When   these   resources   are   to   be   deployed,   such   as   whether   at   an   interim   audit   stage   or   at   key   cut-off   dates;   and  
4. How  such  resources  are  managed,  directed  and  supervised,  such  as  when  team  briefing  and  debriefing  meetings                 

are  expected  to  be  held,  how  engagement  partner  and  manager  reviews  are  expected  to  take  place (for  example,                   
on-site   or   off-site),    and   whether   to   complete   engagement   quality   control   reviews.  
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MTP   2   May   2018  
 
Question   
State   with   reason   (in   short)   whether   the   following   statements   are   true   or   false:  
(i)  The  establishment  of  the  overall  audit  strategy  and  the  detailed  audit  plan  are  not  necessarily  discrete  or                   
sequential  processes,  but  are  closely  inter-related  since  changes  in  one  may  result  in  consequential  changes  to                 
the   other.  
 
Answer  
Correct: Once  the  overall  audit  strategy  has  been  established,  an  audit  plan  can  be  developed  to  address  the  various                   
matters  identified  in  the  overall  audit  strategy,  taking  into  account  the  need  to  achieve  the  audit  objectives  through  the                    
efficient  use  of  the  auditor’s  resources.  The  establishment  of  the  overall  audit  strategy  and  the  detailed  audit  plan  are  not                     
necessarily  discrete  or  sequential  processes,  but  are  closely  inter-related  since  changes  in  one  may  result  in                 
consequential   changes   to   the   other.  
 
(ii)  Materiality  for  the  financial  statements  as  a  whole  (and,  if  applicable,  the  materiality  level  or  levels  for                   
particular   class   of   transactions,   account   balances   or   disclosures)   does   not   need   any   revision.   
 
Answer  
Incorrect: Materiality  for  the  financial  statements  as  a  whole  (and,  if  applicable,  the  materiality  level  or  levels  for                   
particular  classes  of  transactions,  account  balances  or  disclosures)  may  need  to  be  revised  as  a  result  of  a  change  in                     
circumstances  that  occurred  during  the  audit  (for  example,  a  decision  to  dispose  of  a  major  part  of  the  entity’s  business),                     
new  information,  or  a  change  in  the  auditor’s  understanding  of  the  entity  and  its  operations  as  a  result  of  performing                     
further   audit   procedures.   
 
Question   
XYZ  Ltd  is  a  Listed  company  manufacturing  various  items  for  home  use.  It  is  making  an  annual  turnover  of  200                     
crore  rupees  and  having  5  factories  in  Southern  India.  Your  firm  has  been  appointed  to  audit  its  accounts                   
throughout  the  year  and  submit  monthly  reporting.  Senior  partner  asks  you  to  develop  the  audit  programme.                 
State   the   special   points   to   be   kept   in   mind   while   developing   the   audit   programme.   
 
Answer  
Developing   the   Audit   Programme    :   

1. Written  Audit  Programme: The  auditor  should  prepare  a  written  audit  programme  setting  forth  the  procedures                
that   are   needed   to   implement   the   audit   plan.   

2. Audit  objective  and  instruction  to  assistants: The  programme  may  also  contain  the  audit  objectives  for  each                 
area  and  should  have  sufficient  details  to  serve  as  a  set  of  instructions  to  assistants  involved  in  the  audit  and  as  a                       
means   to   control   the   proper   execution   of   the   work .   

3. Reliance  on  Internal  Controls:  In  preparing  the  audit  programme,  the  auditor,  having  an  understanding  of  the                 
accounting  system  and  related  internal  controls,  may  wish  to  rely  on  certain  internal  controls  in  determining  the                  
nature,  timing  and  extent  of  required  auditing  procedures.  The  auditor  may  conclude  that  relying  on  certain                 
internal  controls  is  an  effective  and  efficient  way  to  conduct  his  audit.  However,  the  auditor  may  decide  not  to  rely                     
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on  internal  controls  when  there  are  other  more  efficient  ways  of  obtaining  sufficient  appropriate  audit  evidence.                 
The  auditor  should  also  consider  the  timing  of  the  procedures,  the  coordination  of  any  assistance  expected  from                  
the   client,   the   availability   of   assistants,   and   the   involvement   of   other   auditors   or   experts .   

4. Timings  of  performance  of  audit  procedures:  The  auditor  normally  has  flexibility  in  deciding  when  to  perform                 
audit  procedures.  However,  in  some  cases,  the  auditor  may  have  no  discretion  as  to  timing,  for  example,  when                   
observing  the  taking  of  inventories  by  client  personnel  or  verifying  the  securities  and  cash  balances  at  the                  
year-end.   

5. Audit  planning: The  audit  planning  ideally  commences  at  the  conclusion  of  the  previous  year’s  audit,  and  along                  
with  the  related  programme,  it  should  be  reconsidered  for  modification  as  the  audit  progresses.  Such                
consideration  is  based  on  the  auditor’s  review  of  the  internal  control,  his  preliminary  evaluation  thereof,  and  the                  
results   of   his   compliance   and   substantive   procedures.   

 
Also   See   -   RTP   May   2018   😊   
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May   2018   Exam   Question  
 

Homework   Question  

Question  
M  &  Co.  was  appointed  as  auditor  of  IGI  Ltd..  As  an  auditor  what  are  the  factors  that  would  be  considered  in  the                        
development   of   overall   audit   plan?  
 
Answer  
Development   of   an   Overall   Plan:   
The  auditor  should  consider  the  following  matters  in  developing  his  overall  plan  for  the  expected  scope  and  conduct  of  the                     
audit   -  

● The    terms   of   his   engagement    and   any   statutory   responsibilities.  

● The   nature   and   timing   of   reports   or   other   communication.  

● The    applicable   legal   or   statutory   requirements.  
● The   accounting   policies   adopted   by   the   client   and   changes   in   those   policies.  
● The   effect   of   new   accounting   or   auditing   pronouncements   on   the   audit.  
● The   identification   of   significant   audit   areas.  

● The    setting   of   materiality   levels    for   audit   purposes.  

● Conditions  requiring  special  attention ,  such  as  the  possibility  of  material  error  or  fraud  or  the  involvement                 

of  parties  in  whom  directors  or  persons  who  are  substantial  owners  of  the  entity  are  interested  and  with  whom                    
transactions   are   likely.  

● The    degree   of   reliance    he   expects   to   be   able   to   place   on   accounting   system   and   internal   control.  

● Possible   rotation   of   emphasis   on   specific   audit   areas.  

● The    nature   and   extent   of   audit   evidence    to   be   obtained.  

● The    work   of   internal   auditor s   and   the   extent   of   their   involvement,   if   any,   in   the   audit.  

● The    involvement   of   other   auditors    in   the   audit   of   subsidiaries   or   branches   of   the   client.  

● The    involvement   of   experts.  
● The   allocation   of    work   to   be   undertaken   between   joint   auditors   and   the   procedures    for   its   control   and   review.  
● Establishing   and   coordinating   staffing   requirements.  
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November   2018  
 

RTP   November   2018  
 
Question   
Examine   with   reasons   (in   short)   whether   the   following   statements   are   correct   or   incorrect:   
(i)   There   is   no   relation   between   Audit   Plans   and   knowledge   of   the   client’s   business.   
Answer  
Incorrect: The  auditor  should  plan  his  work  to  enable  him  to  conduct  an  effective  audit  in  an  efficient  and  timely                     
manner.   Plans   should   be   based   on   knowledge   of   the   client’s   business  
 

(ii)     Planning   is   not   a   discrete   phase   of   an   audit,   but   rather   a   continual   and   iterative   process.  
 

Answer  
Correct: According  to  SA-300,  “Planning  an  Audit  of  Financial  Statements”,  planning  is  not  a  discrete  phase  of  an  audit,                    
but  rather  a  continual  and  iterative  process  that  often  begins  shortly  after  (or  in  connection  with)  the  completion  of  the                     
previous   audit   and   continues   until   the   completion   of   the   current   audit   engagement.  
 

Question    ⇪  
The  auditor  should  plan  his  work  to  enable  him  to  conduct  an  effective  audit  in  an  efficient  and  timely  manner.  Plans  should  be  based  on                          

knowledge   of   the   client’s   business.   Explain  

 

Answer   -    Repeat   Question   Refer   MTP   1   May   2019   

 

Homework   Question   Question    ⇪  

Question  

The  auditor  shall  establish  an  overall  audit  strategy  that  sets  the  scope,  timing  and  direction  of  the  audit,  and  that  guides  the                       

development  of  the  audit  plan.Discuss  stating  the  process  of  establishing  the  overall  audit  strategy  that  would  assist  the  auditor  to                     

determine   key   matters.  

OR   

The  engagement  partner  of  AST  AND  ASSOCIATES,  a  firm  of  Chartered  Accountants  appointed  as  auditor  of  Fabric  India  Ltd  is  considering                      

as   to   the   management   of   key   resources   to   be   employed   to   conduct   audit.   Discuss   how   overall   audit   strategy   would   assist   the   auditor.  

 

Answer  

Refer   MTP   1   May   2018   

 
Question   
The  auditor  shall  update  and  change  the  overall  audit  strategy  and  the  audit  plan  as  necessary  during  the  course                    
of   the   audit.   Explain  
 
Answer  
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The  auditor  shall  update  and  change  the  overall  audit  strategy and  the  audit  plan  as  necessary  during  the  course  of                     
the  audit.  As  a  result  of  unexpected  events,  changes  in  conditions,  or  the  audit  evidence  obtained  from  the  results  of  audit                      
procedures,  the  auditor  may  need  to  modify  the  overall  audit  strategy  and  audit  plan  and  thereby  the  resulting  planned                    
nature,  timing  and  extent  of  further  audit  procedures,  based  on  the  revised  consideration  of  assessed  risks.  This  may  be                    
the  case  when  information  comes  to  the  auditor’s  attention  that  differs  significantly  from  the  information  available  when                  
the   auditor   planned   the   audit   procedures.   
For  example, audit  evidence  obtained  through  the  performance  of  substantive  procedures  may  contradict  the  audit                
evidence   obtained   through   tests   of   controls.  
 

Homework   Question  

Question   
The  auditor  shall  document  the  overall  audit  strategy,  the  audit  plan  and  any  significant  changes  made  during                  
the   audit   engagement   to   the   overall    audit   strategy    or   the   audit   plan,   and   the   reasons   for   such   changes.   Explain  
 
Answer  
The   auditor   shall   document:  

a. the   overall   audit   strategy;  
b. the   audit   plan;   and  
c. any  significant  changes  made  during  the  audit  engagement  to  the  overall  audit  strategy  or  the  audit  plan,  and  the                    

reasons   for   such   changes.  

The  documentation  of  the  overall  audit  strategy  is  a record  of  the  key  decisions  considered  necessary  to  properly  plan                    
the   audit   and   to   communicate   significant   matters   to   the   engagement   team.  

For  example, the  auditor  may  summarize  the  overall  audit  strategy  in  the  form  of  a  memorandum  that  contains  key                    
decisions   regarding   the   overall   scope,   timing   and    conduct   of   the   audit.  

The  documentation  of  the  audit  plan  is  a  record  of  the  planned  nature,  timing  and  extent  of  risk  assessment  procedures                     
and  further  audit  procedures  at  the  assertion  level  in  response  to  the  assessed  risks.  It  also  serves  as  a  record  of  the  proper                        
planning  of  the  audit  procedures  that  can  be  reviewed  and  approved  prior  to  their  performance.  The  auditor  may  use                    
standard  audit  programs  and/or  audit  completion  checklists,  tailored  as  needed  to  reflect  the  particular  engagement                
circumstances.  

A  record  of  the  significant  changes  to  the  overall  audit  strategy  and  audit  plan,  and  resulting  changes  to  the  planned                     
nature,  timing  and  extent  of  audit  procedures,  explains  why  the  significant  changes  were  made,  and  the  overall  strategy                   
and  audit  plan  finally  adopted  for  the  audit.  It  also  reflects  the  appropriate  response  to  the  significant  changes  occurring                    
during   the   audit.  

For   instance-  

The   following   things   should   form   part   of   auditor’s   documentation:  

●   A   summary   of   discussions   with   the   entity’s   key   decision   makers  
● Documentation   of   audit   committee   pre-approval   of   services,   where   required  
● Audit   documentation   access   letters  
● Other  communications  or  agreements  with  management  or  those  charged  with  governance  regarding  the  scope,               

or   changes   in   scope,   of   our   services  
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● auditor’s   report   on   the   entity’s   financial   statements.  
● Other   reports   as   specified   in   the   engagement   agreement   (e.g.,   debt   covenant   compliance   letter)  
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MTP   1   November   2018  
 
Question  
Examine   with   reasons   (in   short)   whether   the   following   statements   are   correct   or   incorrect:  
(i)  The  auditor  shall  update  and  change  the  overall  audit  strategy  and  the  audit  plan  as  necessary  during  the                    
course   of   the   audit.   
 
Answer  
Correct: The  auditor  shall  update  and  change  the  overall  audit  strategy  and  the  audit  plan  as  necessary  during  the  course                     
of  the  audit.  As  a  result  of  unexpected  events,  changes  in  conditions,  or  the  audit  evidence  obtained  from  the  results  of                      
audit  procedures,  the  auditor  may  need  to  modify  the  overall  audit  strategy  and  audit  plan  and  thereby  the  resulting                    
planned   nature,   timing   and   extent   of   further   audit   procedures,   based   on   the   revised   consideration   of   assessed   risks  
 

Question    ⇪  
The  auditor  shall  document  the  overall  audit  strategy,  the  audit  plan,  and  any  significant  changes  made  during  the  audit  engagement  to                      

the   overall   audit   strategy   or   the   audit   plan,   and   the   reasons   for   such   changes.   Explain.  

 

Answer   -   Refer   RTP   November   2018   
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MTP   2   November   2018  
 

Question    ⇪  
Planning  is  not  a  discrete  phase  of  an  audit,  but  rather  a  continual  and  iterative  process  that  often  begins  shortly  after  (or  in  connection                         

with)  the  completion  of  the  previous  audit  and  continues  until  the  completion  of  the  current  audit  engagement.  Discuss  stating  clearly  the                      

broad   points   you   would   be   covering   in   framing   plan   to   conduct   audit   in   an   efficient   and   effective   manner.  

 

Answer   -   Refer   MTP   1   May    2018   

 

Question    ⇪  
The  engagement  partner  of  SKC  &  Co.,  a  firm  of  Chartered  Accountants  appointed  as  auditor  of  Fabric  India  Ltd  is  considering  as  to  the                         

management   of   key   resources   to   be   employed   to   conduct   audit.   Discuss   how   overall   audit   strategy   would   assist   the   auditor  

 

Answer   -   Refer   MTP   1   May   2018  
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November   2018   Exam   Question  
 
Question   
Examine   with   reasons   (in   short)   whether   the   following   statements   are   correct   or   incorrect:   
(i)  A  well  designed  and  drafted  audit  plan  and  audit  strategy  which  takes  care  of  all  the  uncertainties  and                    
conditions,   need   not   be   changed   during   the   course   of   audit.   
Answer  

Incorrect:  The  auditor  shall  update  and  change  the  overall  audit  strategy  and  the  audit  plan  as  necessary  during  the                    
course  of  the  audit.  As  a  result  of  unexpected  events,  changes  in  conditions,  or  the  audit  evidence  obtained  from  the                     
results  of  audit  procedures,  the  auditor  may  need  to  modify  the  overall  audit  strategy  and  audit  plan  and  thereby  the                     
resulting  planned  nature,  timing  and  extent  of  further  audit  procedures,  based  on  the  revised  consideration  of  assessed                  
risks.   

 

Question    ⇪  
"An   adequate   planning   benefits   the   audit   of   financial   statements."   Discuss.   

Answer   -   Refer   RTP   May   2018   

 
Question   
"Planning   is   not   a   discrete   phase   of   an   audit,   but   rather   a   continual   and   iterative   process."   Discuss.  
 
Answer  

Audit   Planning-   a   Continuous   Process   

Planning  is  not  a  discrete  phase  of  an  audit,  but  rather  a  continual  and  iterative  process  that  often  begins  shortly  after                      
(or  in  connection  with)  the  completion  of  the  previous  audit  and  continues  until  the  completion  of  the  current                   
audit   engagement .   

Planning,  however,  includes  consideration  of  the  timing  of  certain  activities  and  audit  procedures  that  need  to  be                  
completed   prior   to   the   performance   of   further   audit   procedures.   

For  example,  planning  includes  the  need  to  consider,  prior  to  the  auditor’s  identification  and  assessment  of  the  risks  of                    
material   misstatement,   such   matters   as:   

1. The   analytical   procedures   to   be   applied   as   risk   assessment   procedures.   
2. Obtaining  a  general  understanding  of  the  legal  and  regulatory  framework  applicable  to  the  entity  and  how  the                  

entity   is   complying   with   that   framework.   
3. The   determination   of   materiality.   
4. The   involvement   of   experts.   
5. The   performance   of   other   risk   assessment   procedures.   

   

 
To   get   the   best   out   of   these   notes   visit    www.neerajaroraclasses.com                                                                               C2   Trishul   |    15  
Join   Us   on   YouTube    www.youtube.com/neerajarora  
Join   Us   on   Telegram    https://t.me/neerajaroraclasses  

http://www.neerajaroraclasses.com/
http://www.neerajaroraclasses.com/
http://www.youtube.com/neerjarora
https://t.me/neerajaroraclasses


 
These   notes   are   incomplete   without   our   videos.   Study   from   these   notes   at   your   own   risk.   We   keep   on   updating   our   books,   notes   and   videos.   You   should   always  
study   from   updated   notes   with   our   videos.   Many   concepts   are   there   which   are   missing   in   these   notes,   some   are   obsolete.   We   have   discussed   everything   in   our  
video   classes.     www.neerajaroraclasses.com    Amendments   and   updates   will   be   taught   in   classes   and   videos.   Extra   notes   and   charts   will   also   be   given.  

 

May   2019  
RTP   May   2019  

 
Question  
Examine   with   reasons   (in   short)   whether   the   following   statements   are   correct   or   incorrect:   

(i)     There   is   no   relation   between   Audit   Plans   and   knowledge   of   the   client’s   business.   
Answer  
Incorrect: The  auditor  should  plan  his  work  to  enable  him  to  conduct  an  effective  audit  in  an  efficient  and  timely                     
manner.   Plans   should   be   based   on   knowledge   of   the   client’s   business  
 

(ii)      Planning   is   not   a   discrete   phase   of   an   audit,   but   rather   a   continual   and   iterative   process.   
 

Answer  
Correct: According  to  SA-300,  “Planning  an  Audit  of  Financial  Statements”,  planning  is  not  a  discrete  phase  of  an  audit,                    
but  rather  a  continual  and  iterative  process  that  often  begins  shortly  after  (or  in  connection  with)  the  completion  of  the                     
previous   audit   and   continues   until   the   completion   of   the   current   audit   engagement.  
 
Question   
Explain   the   benefits   of   planning   in   the   audit   of   financial   statements.  

Answer   -   Refer   RTP   May   2018   

 

Homework   Question    ⇪  

Question   
Evolving    one   audit    programme   applicable   to    all    business   under    all    circumstances   is   not   practicable.   Explain  

Answer   -   Refer   RTP   May   2018   

 
 

Homework   Question   

Question     (AUDIT   PROGRAMME   -   PERIODIC   REVIEW)   (Homework)  
The  utility  of  the  audit  programme  can  be  retained  and  enhanced  only  by  keeping  the  programme  as  also  the                    
client’s  operations  and  internal  control  under  periodic  review  so  that  inadequacies  or  redundancies  of  the                
programme   may   be   removed.   Explain  
 
Answer  
Periodic   Review   of   The   Audit   Programme  
There  should  be  periodic  review  of  the  audit  programme  to  assess  whether  the  same  continues  to  be  adequate  for                    
obtaining  requisite  knowledge  and  evidence  about  the  transactions.  Unless  this  is  done,  any  change  in  the  business  policy                   
of  the  client  may  not  be  adequately  known,  and  consequently,  audit  work  may  be  carried  on,  on  the  basis  of  an  obsolete                       
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programme  and,  for  this  negligence,  the  whole  audit  may  be  held  as  negligently  conducted  and  the  auditor  may  have  to                     
face   legal   consequences.  
 
Example- if  the  audit  programme  for  the  audit  of  a  branch  of  a  financing  house,  drawn  up  a  number  of  years  ago,  fails  to                         
take  into  consideration  that  the  previous  policy  of  financing  of  a  vehicle  has  been  changed  to  financing  of  real  estate                     
acquisition,  the  whole  audit  conducted  thereunder  would  be  entirely  misdirected  and  may  even  result  into  nothing  more                  
than   a   farce.   [Pacific   Acceptance   Corporation   Ltd.   v.   Forsyth   and   Others.]  
 
The  utility  of  the  audit  programme  can  be  retained  and  enhanced  only  by  keeping  the  programme  as  also  the  client’s                     
operations  and  internal  control  under  periodic  review  so  that  inadequacies  or  redundancies  of  the  programme  may  be                  
removed.  However,  as  a  basic  feature,  audit  programme  not  only  lists  the  tasks  to  be  carried  out  but  also  contains  a  few                       
relevant  instructions,  like  the  extent  of  checking,  the  sampling  plan,  etc.  So  long  as  the  programme  is  not  officially                    
changed  by  the  principal,  every  assist-  ant  deputed  on  the  job  should  unfailingly  carry  out  the  detailed  work  according  to                     
the  instructions  governing  the  work.  Many  people  believe  that  this  brings  an  element  of  rigidity  in  the  audit  programme.                    
This  is  not  true  provided  the  periodic  review  is  undertaken  to  keep  the  programme  as  up-to-date  as  possible  and  by                     
encouraging   the   assistants   on   the   job   to   observe   all   salient   features   of   the   various   accounting   functions   of   the   client.  

 

Question    ⇪  
Explain   the   significant   points   auditor   would   consider   while   developing   an   audit   programme.   

Answer   -   Refer   MTP   2   May   2018   and   RTP   May   201 8  
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MTP   1   May   2019  
 
Question   
Multiple   Choice   Questions  
(i)   SA   320   on   “Materiality   in   Planning   and   Performing   an   Audit”   requires   that   an   auditor   

a. should   not   consider   materiality   and   its   relationship   with   audit   risk   while   conducting   an   audit.   
b. should   consider   materiality   and   its   relationship   with   audit   risk   while   conducting   an   audit.   
c. should  not  consider  materiality  but  should  consider  its  relationship  with  audit  risk  while  conducting  an                

audit.   
d. should  consider  materiality  but  need  not  consider  its  relationship  with  audit  risk  while  conducting  an                

audit.   
Answer  
(b)  
 
(ii)   When   planning   the   audit,   

a. the   auditor   considers   what   would   make   the   financial   information   materially   misstated.   
b. the   auditor   need   not   consider   what   would   make   the   financial   information   materially   misstated  
c. the  auditor  need  not  consider  what  would  make  the  financial  information  materially  misstated  at               

planning   stage   
d. the  auditor  needs  to  consider  what  would  make  the  financial  information  materially  misstated  while               

conducting   audit   only   
Answer  
(a)  
 

Question    ⇪  
“The  auditor  should  plan  his  work  to  enable  him  to  conduct  an  effective  audit  in  an  efficient  and  timely  manner.  Plans  should  be  based  on                          

knowledge  of  the  client’s  business”  Discuss  stating  clearly  the  broad  points  you  would  be  covering  in  framing  plan  to  conduct  audit  in  an                        

efficient   and   effective   manner.   

 

Answer   -   Refer   MTP   1   May   2018    (Points   you   would   be   covering   in   framing   plan   to   conduct   audit   in   an   efficient   and   effective   manner.)  

 

Question    ⇪  
The   establishment   of   the   overall   audit   strategy   and   the   detailed   audit   plan   are   closely   inter-related.   Explain  

 

Answer   Repeat   Question   -   Refer   MTP   2   May   2018  
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MTP   2   May   2019  
 
Question   
Multiple   Choice   Questions  
(i)    With   reference   to   SA   300,   the   auditor   shall   document:   

a. The   overall   audit   strategy   
b. The   audit   plan   
c. Any  significant  changes  made  during  the  audit  engagement  to  the  overall  audit  strategy  or  the  audit  plan,                  

and   the   reasons   for   such   changes.   
d. All   of   the   above   

 
Answer  
(d)  
 
(ii)  Determining  a  percentage  to  be  applied  to  a  chosen  benchmark  (in  relation  to  materiality)  involves  the                  
exercise   of   ___________  

1. Independence   
2. Professional   Judgement   
3. Professional   skepticism   
4. All   of   the   above  

 
Answer  
(b)  
 
(iii)  One  of  your  junior  audit  team  members  is  confused  with  the  term  ‘material  misstatement’.  You  explain  to                   
him  that  a  material  misstatement  is  untrue  information  in  a  financial  statement  that  could  affect  the  financial                  
decisions   of   one   who   relies   on   the   statement.   Which   of   the   following   would   constitute   material   misstatement?   

1. An   error   of   Rs.5,000   in   relation   to   assets   of   Rs.20   lakhs.  
2. A   payroll   fraud   of   Rs.100   in   a   company   where   profit   before   tax   is   Rs.11,000.   
3. Non-disclosure   of   a   material   uncertainty.   
4. Financial  statements  have  been  prepared  on  a  going  concern  basis  when  the  company  is  in  the  process  of                   

being   liquidated.   
a. 1   and   2   
b. 3   and   4   
c. 2   and   3   
d. 1   and   4  

 
Answer  
  (b)   
 
Question  
M  &  Co.  was  appointed  as  auditor  of  IGI  Ltd.  As  an  auditor  what  are  the  factors  that  would  be  considered  in  the                        
development   of   overall   audit   plan?  
 
Answer  

Refer   May   2018   Exam   Question    
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May   2019   Exam   Question  
 

Question    ⇪  
List   out   the   points   that   should   be   kept   in   mind   by   the   auditor   for   the   purpose   of   constructing   an   audit   programme.  

Answer   -    Repeat   Question   Refer   RTP   May   2018  

 

Question    ⇪  
Describe   the   process   of   establishing   the   overall   audit   strategy   assists   the   auditor   in   marshalling   his   human   resources.  

Or   

The  engagement  partner  of  AST  AND  ASSOCIATES,  a  firm  of  Chartered  Accountants  appointed  as  auditor  of  Fabric  India  Ltd  is  considering                      

as   to   the   management   of   key   resources   to   be   employed   to   conduct   audit.   Discuss   how   overall   audit   strategy   would   assist   the   auditor.  

Answer    -    Repeat   Question   Refer   MTP   1   May   2018  
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Study   Material  
 
 
Question   
Multiple   Choice   Questions  
(i)   The   audit   plan   is   ______detailed   than   the   overall   audit   strategy   

a. Less   
b. More   
c. Equal  

 
(ii) Planning  is  _____  process  of  an  audit  that  often  begins  shortly  after  (or  in  connection  with)  the  completion  of                     
the   previous   audit   and   continues   until   the   completion   of   the   current   audit   engagement:   

a. continuous   
b. discreet   
c. neither   continuous   nor   discrete  

 
(iii)    The   auditor   shall   develop   an   audit   plan   that   shall   include   a   description   of:   

a. The   nature,   timing   and   extent   of   planned   risk   assessment   procedures   
b. The   nature,   timing   and   extent   of   planned   further   audit   procedures   at   the   assertion   level.   
c. Other  planned  audit  procedures  that  are  required  to  be  carried  out  so  that  the  engagement  complies  with                  

SAs.   
d. All   of   the   above  

 
(iv)   With   reference   to   SA   300,   the   auditor   shall   document:   

a. The   overall   audit   strategy   
b. The   audit   plan   
c. Any  significant  changes  made  during  the  audit  engagement  to  the  overall  audit  strategy  or  the  audit  plan,                  

and   the   reasons   for   such   changes.   
d. All   of   the   above  

 
(v)   The   overall   audit   strategy   and   the   audit   plan   remain   the   ____   responsibility.   

a. auditor’s   
b. management’s   
c. those   charged   with   governance   
d. All   of   the   above  

 
(vi)  Determining  a  percentage  to  be  applied  to  a  chosen  benchmark  (in  relation  to  materiality)  involves  the                  
exercise   of   ___________   

a. Independence   
b. Professional   Judgement   
c. Professional   skepticism   
d. All   of   the   above  
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Answer  
1(b) 2(a) 3(d) 4(d) 5(a)  
6(b)  
 
Question  
State   with   reasons   (in   short)   whether   the   following   statements   are   correct   or   incorrect:   
(i)  The  establishment  of  the  overall  audit  strategy  and  the  detailed  audit  plan  are  not  necessarily  discrete  or                   
sequential  processes,  but  are  closely  inter-related  since  changes  in  one  may  result  in  consequential  changes  to                 
the   other.   
 
Answer  
Refer   MTP   2   May   2018  
 
(ii)  Establishing  an  overall  audit  strategy  that  sets  the  scope,  timing  and  direction  of  the  audit,  and  that  guides                    
the   development   of   the   audit   plan   is   prerogative   of   the   management.  
 
Answer  
Incorrect. The  auditor  shall  establish  an  overall  audit  strategy  that  sets  the  scope,  timing  and  direction  of  the  audit,  and                     
that   guides   the   development   of   the   audit   plan.  
 
(iii)   Planning   is   a   discrete   phase   of   an   audit  
 
Answer  
Incorrect. Planning  is  not  a  discrete  phase  of  an  audit,  but  rather  a  continual  and  iterative  process  that  often  begins                     
shortly  after  (or  in  connection  with)  the  completion  of  the  previous  audit  and  continues  until  the  completion  of  the                    
current  audit  engagement.  Planning,  however,  includes  consideration  of  the  timing  of  certain  activities  and  audit                
procedures   that   need   to   be   completed   prior   to   the   performance   of   further   audit   procedures.  
 

(iv) ⇪ Materiality  for  the  financial  statements  as  a  whole  (and,  if  applicable,  the  materiality  level  or  levels  for  particular  classes  of                       

transactions,   account   balances   or   disclosures)   does   not   need   any   revision.   
Answer   -   Refer   MTP   2   May   2018   

 

Question    ⇪  
“Once  the  overall  audit  strategy  has  been  established,  an  audit  plan  can  be  developed  to  address  the  various  matters  identified  in  the                       

overall   audit   strategy”   Explain.  

Answer   -   Refer   MTP   1   May   2019   

 

Question    ⇪  
“Planning   is   not   a   discrete   phase   of   an   audit,   but   rather   a   continual   and   iterative   process”.   Discuss.  

Answer   -   Refer   November   2018   Exam   Question   
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Question   
“The  nature,  timing  and  extent  of  the  direction  and  supervision  of  engagement  team  members  and  review  of                  
their   work   vary   depending   on   many   factors.”   Explain.  
 
Answer  
The  auditor  shall  plan  the  nature,  timing  and  extent  of  direction  and  supervision  of  engagement  team  members  and  the                    
review   of   their   work.   
The  nature,  timing  and  extent  of  the  direction  and  supervision  of  engagement  team  members  and  review  of  their  work                    
vary   depending   on   many   factors,   including:   

1. The    size   and   complexity    of   the   entity.   
2. The    area   of   the   audit.   
3. The    assessed   risks   of   material   misstatement   
4. The    capabilities   and   competence    of   the   individual   team   members   performing   the   audit   work.  

 
Question  
“The  utility  of  the  audit  programme  can  be  retained  and  enhanced  only  by  keeping  the  programme  and  also  the                    
client’s  operations  and  internal  control  under  periodic  review  so  that  inadequacies  or  redundancies  of  the                
programme   may   be   removed”   Discuss   stating   clearly   the   advantages   of   an   audit   programme.  
 
Answer  
The  utility  of  the  audit  programme  can  be  retained  and  enhanced  only  by  keeping  the  programme  as  also  the  client’s                     
operations  and  internal  control  under  periodic  review  so  that  inadequacies  or  redundancies  of  the  programme  may  be                  
removed.   
However,  as  a  basic  feature,  audit  programme  not  only  lists  the  tasks  to  be  carried  out  but  also  contains  a  few  relevant                       
instructions,  like  the  extent  of  checking,  the  sampling  plan,  etc.  So  long  as  the  programme  is  not  officially  changed  by  the                      
principal,  every  assistant  deputed  on  the  job  should  unfailingly  carry  out  the  detailed  work  according  to  the  instructions                   
governing  the  work.  Many  people  believe  that  this  brings  an  element  of  rigidity  in  the  audit  programme.  This  is  not  true                      
provided  the  periodic  review  is  undertaken  to  keep  the  programme  as  up-to-date  as  possible  and  by  encouraging  the                   
assistants   on   the   job   to   observe   all   salient   features   of   the   various   accounting   functions   of   the   client.   
 
Advantages   of   Audit   Programme  
The   advantages   of   an   audit   programme   are:   

1. It  provides  the  assistant  carrying  out  the  audit  with  total  and  clear  set  of  instructions  of  the  work  generally  to  be                      
done.   

2. It   is   essential,   particularly   for   major   audits,   to   provide   a   total   perspective   of   the   work   to   be   performed.   
3. Selection  of  assistants  for  the  jobs  on  the  basis  of  capability  becomes  easier  when  the  work  is  rationally  planned,                    

defined   and   segregated.   
4. Without  a  written  and  pre-determined  programme,  work  is  necessarily  to  be  carried  out  on  the  basis  of  some                   

‘mental’  plan.  In  such  a  situation  there  is  always  a  danger  of  ignoring  or  overlooking  certain  books  and  records.                    
Under   a   properly   framed   programme,   the   danger   is   significantly   less   and   the   audit   can   proceed   systematically.   

5. The  assistants,  by  putting  their  signature  on  programme,  accept  the  responsibility  for  the  work  carried  out  by                  
them   individually   and,   if   necessary,   the   work   done   may   be   traced   back   to   the   assistant.   

6. The  principal  can  control  the  progress  of  the  various  audits  in  hand  by  examination  of  audit  programmes                  
initiated   by   the   assistants   deputed   to   the   jobs   for   completed   work.   

7. It   serves   as   a   guide   for   audits   to   be   carried   out   in   the   succeeding   year.   
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8. A  properly  drawn  up  audit  programme  serves  as  evidence  in  the  event  of  any  charge  of  negligence  being  brought                    
against  the  auditor.  It  may  be  of  considerable  value  in  establishing  that  he  exercised  reasonable  skill  and  care  that                    
was   expected   of   professional   auditor.   

 

Question    ⇪  
“Determining  materiality  involves  the  exercise  of  professional  judgment”.  Discuss  stating  the  factors  that  may  aff  ect  the  identification  of                    

an   appropriate   benchmark.   Also   give   examples.  

 

Answer   -   Refer   RTP   May   2018   
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Sample    Questions   -   MCQ  
 

1. Determining  a  percentage  to  be  applied  to  a  chosen  benchmark  (in  relation  to  materiality)  involves  the                 
exercise   of   ___________   

a. Independence   
b. Professional   Judgement   
c. Professional   skepticism   
d. All   of   the   above   

 
2. Analytical   procedures   issued   in   the   planning   stage   of   an   audit,   generally:   

a. helps   to   determine   the   nature,   timing   and   extent   of   other   audit   procedures   
b. directs   attention   to   potential   risk   areas   
c. indicates   important   aspects   of   business   
d. All   of   the   above   

  
3. Tolerable  error  is  the  maximum  monetary  error  that  the  auditor  is  prepared  to  accept  in  the  population                  

and   still   conclude   that   audit   objective   has   been   achieved,   is   directly   related   to   
a. Sample   size   
b. Audit   risk   
c. Materiality   
d. Expected   error  

 
4. Once  the  overall  audit  strategy  has  been  established,  _______can  be  developed  to  address  the  various                

matters  identified  in  the  overall  audit  strategy,  taking  into  account  the  need  to  achieve  the  audit                 
objectives   through   the   efficient   use   of   the   auditor’s   resources.   

a. audit   strategy   
b. audit   plan   
c. audit   plan   and   audit   strategy  
d. audit   note   book   

 
5. _________refers  to  the  record  of  audit  procedures  performed,  relevant  audit  evidence  obtained,  and              

conclusions   the   auditor   reached.   
a. Audit   documentation   
b. Audit   File   
c. Audit   Note   Book   
d. Completion   Memorandum   

 
6. Planning   an   audit   involves   establishing   the   overall   audit   strategy   for   the   engagement   and   

a. developing   an   audit   plan.   
b. developing   an   audit   program   
c. developing   detailed   strategy   
d. any   of   the   above   

 
7. Materiality   in   Planning   and   Performing   an   Audit   

a. should   not   consider   materiality   and   its   relationship   with   audit   risk   while   conducting   an   audit  
b. should   consider   materiality   and   its   relationship   with   audit   risk   while   conducting   an   audit  
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c. should  not  consider  materiality  but  should  consider  its  relationship  with  audit  risk  while              
conducting   an   audit  

d. should  consider  materiality  but  need  not  consider  its  relationship  with  audit  risk  while              
conducting   an   audit   
 

8. When   planning   the   audit,   
a. the   auditor   considers   what   would   make   the   financial   information   materially   misstated  
b. the   auditor   need   not   consider   what   would   make   the   financial   information   materially   misstated  
c. the  auditor  need  not  consider  what  would  make  the  financial  information  materially  misstated  at               

planning   stage   
d. the  auditor  needs  to  consider  what  would  make  the  financial  information  materially  misstated              

while   conducting   audit   only  

Answers  
1.(b) 2.(d) 3.(c) 4.(b) 5.(a)  
6.(a) 7.(b) 8.(a)  
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November   2019  
 

RTP   November   2019  
 
Question  
State   with   reason   (in   short)   whether   the   following   statements   are   true   or   false:  

(a) Planning   is   a   discrete   phase   of   an   audit.  

 

Answer  

(a) Repeat   Question   Refer   Study   Material   Question  

 
Question  

(a) Plans   should   be   made   to   cover   acquiring   knowledge   of   the   client’s   accounting   systems,   policies   and  
internal   control   procedures.   Explain.   -   (REPEAT   QUESTION   Please   check   MTP   1   May   2018)  

(b) As   a   result   of   unexpected   events,   changes   in   conditions,   or   the   audit   evidence   obtained   from   the   results   of   audit   procedures,   the  

auditor   may   need   to   modify   the   overall   audit   strategy   and   audit   plan.   Explain.  

 
Answer  

(a) The   auditor   should   plan   his   work   to   enable   him   to   conduct   an   effective   audit   in   an   efficient   and   timely   manner.  
Plans   should   be   based   on   knowledge   of   the   client’s   business.  
Plans   should   be   made   to   cover,   among   other   things:  

● acquiring   knowledge   of   the   client’s   accounting   systems,   policies   and   internal   control   procedures;  
● establishing   the   expected   degree   of   reliance   to   be   placed   on   internal   control;  
● determining   and   programming   the   nature,   timing,   and   extent   of   the   audit   procedures   to   be   performed;  

and  
● coordinating   the   work   to   be   performed.  

From   the   above,   it   is   clear   that   statement   given   in   the   question   is   partly   correct.  
 

(b) Repeat   Question   Refer   Nov   2018   RTP  

 
Question  

(a) Engagement   partner   of   Audit   Firm   MKC   AND   COMPANY   thinks   that   Planning   an   audit   would   involve   establishing   the   overall   audit  

strategy   for   the   engagement   and   developing   an   audit   plan.   Also,   Adequate   planning   would   benefit   the   audit   of   financial  

statements   in   several   ways.   Analyse   explaining   the   benefits   of   adequate   planning.  

(b) Planning   is   not   a   discrete   phase   of   an   audit,but   rather   a   continual   and   iterative   process   that   often   begins   shortly   after   the  

completion   of   the   previous   audit   and   continues   until   the   completion   of   the   current   audit   engagement.   Analyse   and   Explain.  
Answer  

(a) RTP   May   2018.  

 

(b) Refer   November   2018   Exam   Question   
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MTP   1   November   2019  
 
Question   
Multiple   Choice   Questions  

1. Planning   an   audit   involves  
(a) establishing   the   overall   audit   strategy   for   the   engagement   and   developing   an   audit   plan.  
(b) establishing   the   overall   audit   plan   for   the   engagement   and   developing   an   audit   strategy.  
(c) establishing   the   overall   audit   plan   for   the   engagement  
(d) developing   an   audit   strategy.  

 
Answer  
(a)  
 

2. According   to   SA   300,  
(a) planning   is   not   a   continual   and   iterative   phase   of   an   audit,   but   rather   a   discrete   process  
(b) planning   is   not   a   discrete   phase   of   an   audit,   but   rather   a   continual   and   iterative   process  
(c) planning   is   not   continual   and   iterative   process  
(d) planning   is   not   a   discrete   phase   of   an   audit  

 
Answer  
(b)  
 
Question  
Materiality   for   the   financial   statements   as   a   whole   may   need   to   be   revised   as   a   result   of   a   change   in  
circumstances   that   occurred   during   the   audit.   Explain   with   the   help   of   example.  
 
Answer  
Revision   in   Materiality   level   as   the   Audit   Progresses:   Materiality   for   the   financial   statements   as   a   whole   (and,   if  
applicable,   the   materiality   level   or   levels   for   particular   classes   of   transactions,   account   balances   or   disclosures)   may   need  
to   be   revised   as   a   result   of   a   change   in   circumstances   that   occurred   during   the   audit   (for   example,   a   decision   to   dispose   of  
a   major   part   of   the   entity’s   business),   new   information,   or   a   change   in   the   auditor’s   understanding   of   the   entity   and   its  
operations   as   a   result   of   performing   further   audit   procedures.  
 
Example  
If   during   the   audit   it   appears   as   though   actual   financial   results   are   likely   to   be   substantially   different   from   the   anticipated  
period   end   financial   results   that   were   used   initially   to   determine   materiality   for   the   financial   statements   as   a   whole,   the  
auditor   revises   that   materiality.  
 
If   the   auditor   concludes   that   a   lower   materiality   for   the   financial   statements   as   a   whole   (and,   if   applicable,   materiality  
level   or   levels   for   particular   classes   of   transactions,   account   balances   or   disclosures)   than   that   initially   determined   is  
appropriate,   the   auditor   shall   determine   whether   it   is   necessary   to   revise   performance   materiality,   and   whether   the  
nature,   timing   and   extent   of   further   audit   procedures   remain   appropriate.  
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Exam   Questions   November   2019  
 

Question ⇪  
Discuss   the   points   to   be   considered   by   an   auditor   for   the   purpose   of   constructing   an   audit   programme.   
Answer   -   RTP   May   2018  

 

Question     ⇪  
Examine   with   reasons   whether   the   following   statements   are   correct   or   incorrect.   

(a) Under   a   Properly   framed   audit   programme   by   the   auditor,   the   danger   is   significantly   less   and   audit   can   proceed   systematically.   

 

Answer   -   Correct   (Write   about   the   advantages   of   audit   prog.   You   may   write   few   points)  
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