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. GENERAL INSTRUCTIONS TO CAND_IDATE-S

The question paper comprises two parts, Part I and Part 1.
Part I comprises Multiple Choice Questions (MCQs).

Part II comprises questions which require descriptive answers, | -
Ensure that you receive the question paper relating to both the parts. If you have not .
received both, bring it to the notice of the invigilator. S

Answers to MCQs in Part I are to be marked on the OMR answer sheet as given on the
cover page of descriptive answer book only. Answers to questions in Part II are to be
written inside descriptive answér book. Answers to MCQs, if written . inside .the
descriptive answer book or on Part-I questions paper, will not be evaluated. . __
OMR answer sheet given on the cover page of descriptive answer book will be.in
English only for all candidates, including for Hindi medium candidates. | |
The bar coded sticker provided in the attendance register, is to be affixed only
on the descriptive answer book. _ - e '
You will be allowed to leave the examination hall only after the conclusion of the -
exam. If you have completed the paper before time, remain in your seat. till the

- conclusion of the exam.

10.

11

Duration of the examination is 3 hours. You will be required to submit the descriptive
answer book with OMR cover page to the invigilator before leaving the exam hall,
after the conclusion of the exam. o - |
The invigilator will give you acknowledgement on Page 2 of the admit card, upon
receipt of the descriptive answer book. | - _ _ -
Candidate found copying or receiving or giving any help or defying instructions of
the invigilators or having/using mobile phone or smart watch will-be expelled from
the examination and will also be liable for further punitive action.

1.

2.
3

: _ - PART-1I - PR 70 Marks
Question paper comprises 6 questions. Answer Question No. 1 which is compulsory
and any 4 out of the remaining 5 questions. N ' :
Working notes should from part of the answer.

- Answers to the questions are to be given only in English except in the case of

candidates who have opted for Hindi Medium. If a candidate has not opted for Hindj
Medium, his/her answers in Hindi will not be evaluated. =~ | |
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PART-1TI

AP & Co., Chartered Aceoun_tants, are appointed as statutory auditor of
Heavy Industries Limited, a listed eompany engaged in manufacturing of
electric vehicles, for the F.Y 2023-24. As per the recent guideline issued

. -'-by the regulatory authority, every listed company is required to main_tain

the digital database of all those personnel who could access the books of

_ 'the: company to avoid Insider 'Trading In' case of non-compliance hefty

|  fines may be 1mposed on the company CA P is the engagement partner

| '.ﬁ‘om audltor firm for the audlt of Heavy Industries Limited, During
. plannmg, CAP planned that he would i inquire from in-house IT Head of
' the. company ‘about the mamtenance of the d1g1tal database to identify

and assess the risk of non—comphance with regulatory guldelmes In the

- llght of above facts, explam .
(@) Whether CA P 1s requ1red to con51der about the mamtenanee of

dlgltal database whlle framing audit strategy 7

| ] .. (11) Whether the procedures planned by CA P are in lme w1th SA—300 ?

(b)

Fashion ‘Garments 'Lim'ited: ('F.GL) is 'a company 'engaged in the -

manufaoturmg and sale of ready—made garments. “The products |

Imanufactured by FGL cater to clothmg requirements of men, women and -

kids section. Pear] & Associates, Chartered_ Accountants, is the statutory

| auditor of FGL. Partner CA Pearl asked her audit assistant to go through

| _the segment 1nformatron dlsclosed and presented in the financial

statements. Assistant 1s new to the audit engagements and seeks her

' gurdanoe on what is the key respons1b111ty of the audttor in relatron to

segment mformatton

B What should CA Pearl guide the assistant on the said matter 7

CTE2(H)
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What audit procedures should CA Pearl perform to ensure that methods

used by the management to present segment information are in

accordance with the applicable financial reporting framevgerk ?

Spare Parts Limited received an input from internal auditors that internal

-~ controls implemented by the company appears to be reasonable but not

S0 strong that any fraudulent activity can be prevented or tlmely detected

by such controls. Accordingly a quahﬁed person should head the mtemal

controls department. CA Raj has been appomted as an Intemal Control

- Head of the company. His scope of work 1ncludes development of

(a)

internal ‘controls in various. departments/areas of the company. On his

Jjoining, he studied the various verticals and after identifying the

~ important areas (prone to fraud) implemented 'strong controls in those

areas. In his meeting with senior management and statutory auditors, he
assured that satisfactory control environment exists and fraud cannot
happen. Whether existence of a satisfactory control env1ronment can be

eons1dered as an absolute deterrent to fraud " :

XYZ Ltd, a manufacturing company engaged in the production of
various types of yarn, is planning to'expand its eperations into a new
geographlcal market and also add new products, Company has prepared
prospectwe ﬁnan01al mfonnatlon to be presented to potentlal mvestors

and financial institutions to secure fundmg for the expansion.

CTE2(H) - P.T.O.
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-~ XYZ Ltd engages a firm of auditors to conduct an assurance engagement

- having registered office at Delhi. With the annual task of reviewing

- on this prospective financial information. During the engagement, the

auditors reviewed the assumptions made by XYZ Ltd.’s management and

. .issued a report.

Explain the key differences between prospective financial information

and historical financial information. How does this distinction impact the

_level of assurance provided in an assurance engagement on prospective

- financial information ?

'CA H is managing pariner of HK & Co., a Chartered Accountant firm,

whether any threat to independence is observed in the firm, CA H noted

down the following observations received from the staff and partners of

" _the firm for the F.Y 2023-24 :

(). CA J, partner of the firm, performed statutory audit as well as non-

audit engégement for M/s. Take Away Private Limited.

(ii) CA M, partner of the firm, who has done income tax audit for M/s.

Happy Associates where in CA M has material significant indirect

financial interest.

- (iii) The costs of air travel and stay accommodation of family members

of audit team for audit of Chennai was borne by the client stationed

at Cheﬂnai.

CTE2(H)
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- (iv) One of the clients, M/s. Chalk Limited, threatened to replace them

as auditors because the audit team msrsted to make 'provision for

- expected credit loss which the company was not w1111ng to provide.

(v) CA N partner of the firm, who audrted M/s NM Private lelted

became arbitrator for dispute between M/s. NM Prrvate Limited
‘and one of its vendors | .

(vi) CA N accepted the ass1gnment of Tax audit (on behalf of ﬁrm) of
TRF Ir_rdustnes. Management agreed to pay him contmgent fee for
tax audit, . - |

You are requested to help CA H in classifying the type of threats to

| independence in each of the above observation received from the staff
- and partners of the firm.

 In case such threats exist, what should the auditor do ?

FRP ‘& - Associates are the statutory auditors of Paint Private Limited.
Ccmpan'y is into the busihess- of trading- and has operations' across India,

' CA M, partner in charge of the audrt is carrying out the audit procedures

with his audlt team, He entrusted CA Rav1 one of the team members, the
task of obtammg various audit ev1dences connected w1th the audlt and
submlt the same to the engagement partner for ﬁnahzmg the audlt report
How can CA M ensure that the ev1dences collected by CA Ravr during

the audit will be sufficient for the purpose of audlt or not ?

CTE2(H) - - P.T.O.
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(a)

(6)
CTE2(H) |
ABC & Co., a Chartered Accountant firm, has been appointed as the

: _stamtory- auditors of Pen Private Limited for the F.Y 2023-24; Durmg

N audit, one of the team members, Mr. R noticed that Pen Private Limited

has purchased software amounting to 22, 00 crore and the sald software

- is not an 1ntegral part of the related hardware. Mr. R further observed

that Pen Private Limited has conducted some. research of an internal

- -project work amounting to ¥ 1.00 crore. Pen Private Li.mited, following

®

Property, Plant, and Equlpment .- B 4
‘—  Software : 2,00 crore-
|- Research — A - 100 crore

~ Indian GAAP, has presented the at’oresaid details in the Balance Sheet as

on 31% March, 2024 as follows :

'Mr R approached the engagement partner w1th above detalls and

cnqu:red about the correctness of the presentation made by Pen Private
L1m1ted in terms of Schedule IIT to the Companies Act 2013 Mr, R
further wanted to ensure that all additions to Intanglble assets durmg the
year 2023 24 have been recorded approprlately in the financml :

" statements of Pen Prlvate Limited. Gulde Mr R

Pro_]ects Indla lerted (PIL) is engaged in manufacturlng and tl'adrng of
dlsposable glasses and plates used in soc1al gathermgs/functlons XYZ &

o Co., Chartered Accountants, is the statutory a_udltor of PIL for the F.Y

" 2023-24. Analytical procedures catried out by the audit team, headed by

CA Z, indicate that company’s business is going downward and PIL

CTE2(H)




_ Industnes lelted observed that debtors are not makmg payments

™
. CTE2(B)
could achieve only 50% of total revenue of F.Y 2022-23. Management

‘has not taken any steps to increase the revenue or add new products or

customers to stabilize the revenue and proﬁtability. ‘Also the suppliers
are demanding cash payment at the time of purchase of raw material.

Before finalizing the audit report, audit in charge asked for a cash flow

'. forecast from management for the next 12 months from the end date of

financial statements. Keeping in view the above facts, answer the
following : ' | |
(i). What can be the liker purpose of CA Z in the above situation ?

(ii) State any two audit procedures in relation to the cash flow .forecast

 likely to be performed by CA Z
Smgh & Assoclates whtle can'ymg out statutory audit of Rubber

1nv01ce wise, As the debtors constltute sn;ty percent of the total assets S0

" audltors requested management to prov1de external conﬂrmatlons of all
the debtors outstanding for an amount exceedmg T 1 00 Lac. However

-management re31sted and no extemal conﬁrmatlons were made avanlable

Auditor firm has dec1ded to dlsclann an Opll‘lIOIl on the ﬁnanmal_ '
statements and seek your guidance on amendments that should be made

in the “Basm for Opinion™ section and elements requ1red by SA 700

~ (Revised) whwh need not to be mcluded in the audltor s report. Gmde '

_ them sultably

CTE2(H) - | P.T.0.
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PQR & Co., Chartered Accountants, has been appomted as statutory

- auditor of MGM Litd. The financial statements of the company have

material amount outstanding as debtors. Ageing of debtors is being done

' -by the internal auditors and is given by them in thetr n:lonthly report.

_ This issue was also discussed with the management The engagement

 partner from PQR & Co. decided to give the age wise debtors as per the

®)

was released, the engagement partner realized that the disclosure of the

debtors is misleading and the ageing was not done by the internal auditor

on correct principles due to which the provision made against old debtors

was wrong. The engagement partner held the internal auditor responsible

* for this. Is he con'eet in making statement that the internal auditor is
responsnble for false prov1snon1ng ? What con31de1‘at10ns PQR & Co.

| should have undertaken before relymg on the work of internal audltor ?

Identlfy and explam the assertlons that the auditor w1ll check by

_perfomlmg the followmg audlt procedures—

(l) Employee benefit expenses do not mclude the cost of any

unauthorlzed personnel,

(11) All the items of mventory pertammg to the relevant year shall be

o mcluded regardless of the location.

(iii) Sales are recorded COrrectly- in the books based on the invoices.

Discounts have been properly adjusted or accounted for.

CTE2H)

| ‘report of internal auditor due to shortage of time. After the 'audit report
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(iv) The entity owns or-controls the inventory recorded in the financial
statements. i.e. the purchase invoices have been made in the name
of the cllent | _ _ _
(v) Inventory has been recogmzed at the lower of cost and net

realizable value in accordance with AS 2 - Inventones

NHG & Co., Chartered Accountants, is statutory auditor of M/s Backlog
Private Limited (BPL) for the F.Y 2023-24. BPL is engaged in pl‘oviding

. telecom services and received a notice from telecom regulator to deposit

fee for v1olatmg norms. BPL went into 11t1gat10n and filed an appeal with

telecom appellate authonty and the matter is pendmg for decision as at

- the end of the financial year. However, the company has disclosed the

same in financial statements. Audit team members have completed the
audit procedures for the year 2023-24 and are in the process of __draft.i'ng
the audit report. Audit team leader knows that matter of norms violation
and pending appeal need to be included in the audit report and seeks your
guidance on how to report the matter in the auditor’s report. Guide him

suitably, = -

Z L. engaged ABC & Co., Chartered Accountants, to conduct its

~ statutory audit for the F.Y 2023-24. The audit team developed an overall

audit strategy and plan to address the risk. Dui'ing the audit, several
significant changes occurred, including the discovery of a material
misstatement in inventory valuation and changes in the s'ce'pe of audit
procedures due to. an unexpected': acquisition by Z Ltd. The audit
documentation for Z Ltd. should reflect these changes but the auditor of

a company failed to document the audit strategy and the audit plan.

CTE2(H) ' ' P.T.O.
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- As a senior auditor of the firm briefly outline what should be included in
* the documentation of audit strategy and audit plan and how should the
_ audit documentation address significant changes made during the audit

~ .engagement.

- SRP Limited appointed M/s JK & Co. as its statutory auditors. Auditors
‘while carrying out the audit observed that company has entered into a

- complex transaction having material effect on the financial statements. In

order to have realistic information on the said transaction (relevant to the
audit), audit team decided to take assistance from those charged with

governance. Two of the team members were discussing as to who can be

~“Those charged with governance” but could not get a fair idea of the

_':sa_me. Can you gliide them by explaining.the same ?

©

Helping Hands Co-operative society is working for the welfare of its

| ':'lil_émbe'rs since last 10 years. Governing body observed that the society

had sbme idle funds durihg the F.Y 2023-24 and considering the equity

markets growth, dec.idé._d' to invest th_é same in blue Chlp mutual funds.

Decision brought fortune and society earned handsome return on the

" investment 'made.. Auditor of the society however gave a qualified

opinion. Management has hired you to- guide where they went wrong.

Give your comments considering section 32 of the Central Act ?

CTE2(H)




an
| 'CTE2(H) |
6. (2) CA P was consulted by one of his friends, Mr. Robin. Robin informed

him that he wants to enter in education sector and inv_esLin_'one*of the
schools being operated in the 'eity.-_-The operations of the sehoel will Ibe
managed by Robin only and the proposed insesnnent" will be made once
CAP conﬁrms the revenue ﬁgures given to him (Robm) by exlstmg _
. management of the school. CA P said that main source of revenue to

sehool is fee from students and that will be verified.

What specnal steps are 1nv01ved in the verxﬁcatlon of fees collected from .

. students ?

(b) Oval Enterprises Limited (OEL) is under legal obligation to represent its
cmi'ent year’s financial statements alo__ttg with the previous year’s
financial statements (eor'npa’ratiVe financial  statements). Karan &
Associates, Chattered Aceoun’tants,: has been appointed as the statutory
auditer for the year ‘CA Karan noticed that the last year’s ﬁne_neial _

| _sta_tem:ent_s_ contain an adverse opinion for the financial statement asa
-whole due to- a misstatement in the eveluation and diSeldsm_'_e of the
debtors. Guide CA Karan for his duty. regarding the treatment and
add.ressmg the issue while dra.ﬂ:mg his audit report. What disclosures he

is requlred to make in this regard ?

CTE2H) | ~ P.T.O.
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Identify and explain the fundamental principles being referred to in the
following case_:s. | | |
@ Professional accountants _shoﬁl_d act diligently an‘d-. in accordance
- with applicable technical and professional standards while

providing professional services.

(i) A professional accountaht shall not knowingly be associated with

- reports where he believes that the information contains a materially
_ false or misleading statement. |

OR

~ In an automated environment, there are generally four types of audit tests

available. As a senior auditor, it’s crucial to guide your team in selecting

_the appropriate audit tests based on the situation. Explain thé types of

| audit tests commonly used in an automated setting and provide insights

on how to dctermine when and which tests to apply, empha’siz__iﬁg the role

~of professional judgment in making these decisions.

CTE2(H)
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(Hindi Versiom)

1. (a AP&Co. m%ﬁéw Heavy Industrles lelted,ﬂ.ﬂi?eﬁﬂﬂﬂ'?m% |
ﬁqhﬁm@mm%ﬁ?ﬂwaﬁzozsﬂﬂsm%mﬁmam_
uﬁwﬁgﬁﬁ?&nﬁ%lmmmmﬁﬁmﬁmﬁ&ﬁ
-%memﬂﬁmaﬁmﬂnsmﬂﬁadmg)ﬁﬂﬁ
.'aﬁmiﬁmftﬁ (Personnel)EBT‘%Gﬁzﬁmaﬂ (Digital Data Base)
| t@m%ﬁnﬂq@mﬁaﬁzﬁw%lmqﬁéﬁmmm 2
i W@}lﬁl IR 911 WaT & | Heavy Industries Limited st @@ N

e % forg e e & CA P WG AR & | e 3 e,
| CA'P 3 frmrss feam Frdt <) Wﬁ@mﬁwaw%
_%rqm%swsman%z‘igﬁgm(xnhouserrHead)%%Gﬂzamaa |
r@ﬁ%a&ﬁwaﬂ%ﬁmmﬁl S -
maﬁzﬁ%m@ﬁwﬁﬁ |
(i) WCAP%mﬁmqﬁmwﬁmﬁwﬁﬁﬂmmﬁaaﬁ
r@ﬁ%aﬁﬁﬁwm@aﬁm%? |

Gi) w0 CA Pmmwmaﬁaﬁmm SA- 300% GHHR% ?

(b) Fashion Garmem's' Limited (FGL) (1S agii % ﬁtrh = faeft 3 g w
R | FGLmﬁﬁamaﬁﬁ ferdl, s=it % =t g6
W&ﬁ Tﬁ T{ﬁ HQ % | Pearl & Associates, 91 ?I'@'IEFI'{ FGL *
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XYZ Ltd, Tk Pmivft soeht it ser & grit % Iame | gom 2 6

ot nfefaferdt @ T vivifers Al § TR 9 ol T s 5

et W A9 & | YR (expansion) & ot Fawerdian ofk frfia

R & o e 3 S Y S R ST TR R |

XYZ Ltdqmﬁ@:qﬂmwﬁaﬁwmﬁaﬁ?ﬁamrﬂmaw

ST (assurance engagement) STET % RT Fraes e 2 | S %
amé@qﬁm?rxyzm%wmﬁnéwaﬁﬁwmaﬁ
AR Tearé st 6 |

- e ferefer Sirbrdt 3 i ferelia STt 3 e g il

(b)

mm‘( |%WWWQWWWWWW
ﬁw%maﬁwﬁam%? |

CA HHK & Co. , T} SRETRR A, ﬁawr&mémfmﬁwﬁﬂ%% -

YeitT TR & |ﬁﬁmﬁﬁéw%wﬁmﬁmaﬁmww
¥, CA Hﬁtﬁﬁ%mamﬁ@mﬁ?ﬂaaﬁ 2023 24%1%7qﬁ1=r
TSR ! forn

(i) CAJ, w4 % TR Y M/s. Take Away Private Limited ¥ Sunfie

RIey qﬂaﬂ % wuay R der udan wam (Non ~audit
" engagement) F | |

(i) CA M, %" & TTSIER RiEA M/s. Happy Associates %1 s S
e 1 % e CA M1 e e e e R |
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(iif) ﬁ@qﬂmw%q&w%m%mmwaﬁweﬂiwﬁ
H T GIIET g % UTEH GRT I8 ht T et |

(.iv) W UTEH M/s. Chalk Limited ¥ 9 9087 I aferenfom s &

aeht <t 8 wIifh e adian ge A GWilid W (Credit) THAM &1
W S 1 AE a1 B < o ol s og T 8 1

(v) CA N, %H % UEER & % M/s. NM Private Limited 1 ¥1@1
adien st off M/s. NM Private Limited 31 39 U Jgfaeral &
e g H o= | | -

(vi) CA N 3 & 41 31K & TRF Industries 1 29 3z % & @
iR fmn .wamm%mm@mmw
FHTT TR {5691 |
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H |
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