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Question 1

ABC & Associates, Chartered Accountants has a policy to accept the clients wherein the risk evaluation
is conducted with respect o the Company and the promoter. XYZ Limited approached ABC & Associates.
Promoter of XYZ Limited is a close associate and family friend of Mr. A, Managing Partner of ABC &
Associates. XYZ Limited is in news in the previous year for certain inquiries from the regulatory
authorities in relation to certain matters. The existing auditor of XYZ Limited has resigned and has
created a casual vacancy. XYZ Limited is ready to offer 25% more than the existing fees and has

approached ABC & Associates for appointment as Auditor. Mr. A has strong recommendation to the Firm
to accept the audit. W ot ¥
P o “f
Q, 7 <
hat is your understanding of the functioning of ‘rhf the top of the Firm ABC & Associates,

Chartered Accountants.? What are the %siderations one should exercise to uphold Quality of the
Firm? o
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Question 4b

SDC & Associates, a medium-sized audit firm, is appointed as an auditor of Neuronix Ltd., a listed
pharmaceutical company engaged in extensive R&D wifh complex global oper‘a‘rions CA Rashi an
Ltd. was earlier audited by a Big 4 firm that withdrew from the engagement citing scope hmrrahons.
During the audit planning, CA Rashi realises that while her team is skilled in standard manufacturing
audits, they lack experience in pharma R&D and associaTed r‘egulafory frameworks The firm is under
Partner insists on continuing the audit and advises CA Rashi to rely on the flrms standar‘d procedures
to ensure timely delivery.

In light of SQC 1 and SA 220, analyse the quality control considerations CA Rashi must evaluate before
continuing with the engagement. What actions should she take to uphold audit quality and professional
standards? (RTP Sep'25)
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Question 3

CA. S is statutory auditor of a listed company. On reviewing internal controls of the company, he is of
the view that there can be possible situations where insurance premiums for keeping insurance policies
current in respect of various assets of company may have become due and payable but internal control
systems established by the company may not be able to capture it. Elaborate how he should proceed to
deal with the above matter. (SM)
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Question 6

While conducting the statutory audit of Tasty Feods Limited, CA. Careful has planned attendance at
physical inventory count of the company from 29th March to 31st March 2025, The company is engaged
in business of extracting rice from paddy grains and caters to domestic as well as international market
particularly in Gulf region. It has its plant spread in area of about 20 acres located in National Capital
Region (NCR). Paddy contained in jute bags of nearly standard sizes is purchased from dealers/agents.
It is stored in heaps on pallets (kind of wooden structures) in open area covered by protective sheets
and in steel silos (silos are huge steel containers with measuring strain gauges) in company's premises.

The company mainly produces three rice brands viz. "Raja” and "Shehzada” (both for the domestic
market) and "Badshah” (for the international market). The process of obtaining rice from paddy consists
of various steps like cleaning of paddy. removing outer husk layer from paddy grains to obtain brown
rice, whitening, polishing, grading and sorting, packaging which is accomplished by means of various types
of machineries installed in plant.

The company's management has prepared a set of instructions and procedures to be followed for
recording and controlling results of company's physical inventory counting which are listed as under: -

Audit QB by CA Shubham Keswani 70

Ch-1 Standards on Auditing Learn with Fun

» The physical inventory count process is to be supervised by a responsible officer of company
responsible for storage functi

* There should be no disturbance to fhe routine process of receiving goods and despatch during the

counting time peri
. Cgﬂng process is to be undertaken by constituting different teams of 3 members each\for o
counting/verifying raw material, work in progress and finished goods. 83
+ Paddy in stea silos is to be estimated using their capacity. O+ :Pm:;a | AMe dt{ﬂ\‘-
Tty of work in progress is to be esti considering plant

P

e responsible officer should ensure that stocks have been counted/veriied in all areas. \l® ?V\WWO' ’ °M¢ HOUf X wo UJQQD-

Before proceeding to attend physical inventory count process of company,
instructions and procedures sent to CA, Careful as stated above. You may suggeg

@ @ No futhaich s 'FVY Pw‘ﬁ n L{)U‘ aveon [UMJ\P no. ‘;{ a,w?warfs:;‘wuabﬁ_)



Likqarons & caims (lorsplietenesy)

(
2Ot 8i6N
legnd Cuax —> F-S.fa'vakz (F .
csnh'rijw Ll't?}_:bh{
’Imétwa wa g M j ?V,—howu l@ﬂ tounge) (ledcu ) ;-cv«l-Q
4denn MO flewied o M.0.M. (MCU)
(Ecute) 0 m%wda«m uD — Znh
0 @b}ouod 174.(’ Counted CQL(_)
guuw Iejoj e:ofwte At
(W)*‘/‘
i:F sty A eAses Rout M o
:Fqu« strter ottt L{c& oy eoi Al
4,
AReek  piver tofwiow @iy 8LL
I (kaice 7"
Thro

L e ‘:f f’ua(w‘va/ {,m{wwcd ll(j « v L

,? - J ' ductjioy "

,uutuur\‘va 2Le o wmwdaw: df\’efﬁa Wit o B

N
vée et "%'D '/(b)eu‘dq'c jn?w"ﬁ; Pt P chpoled .

i

Q> va'b ef [jf[—&.

4 QU/"X\H% (e PL;I/)
b) NZ/&’ J ouwr o patioue

¢) fequust Br ko
o Crfivm weaynaslencss 84 uéak'?
2Anwate ol $Wua1 (’wf) o U %MMﬁwf’é
?"‘c.g% M*”“w n» RV N )

P wmple/ﬁz | fucorvect.



Heeﬁz wit @Le /wq'rg(eg UU Jeet 21 4o eS8 Ouboni tacs.

When 7
—
Matteu 18
oo N
L9 Rk 17 o
(Rouur?) an

we [0
9‘%'0\ Q.&(o)"t 1 divelr tomM. udHh fLc mkpgwba L P
" = _pliwnadT  ppkeued
N - p

A€ r
J

Hooﬁﬁx Ofp'in%rﬂ‘ 04 pe AA 13~

@ Wytn  Repredentayim {vw mé,;—Z- TeWYy Hak af L2 S
1 L —
Tidsaed 4o 2 actoumier & olidoued

&} QLA OUTS n £S5,
/g%ﬂd «jn émaﬁm [Pv'&wh&.h'sﬂ L M/.!doywe)

(#817#{ Gad 12 108)

29. Segment Reporting W ‘_?W ! 2

(Tin Crores)
0

o>
© Seament evenve - Grose Tota}y-t . Extomal laer Segment To;\zli gg.(.
FMCG - Cigarelles .~ 30596.59 28206.83 - L] U“Qlw SV'C!N&‘ w MU-M Dd&.

FMCG - Otrers ./~ 2092247 44.36 20966.83 19081.48 4102 1912250
FMCG - Total 51519.06 44.36 51563.42  47288.31 41.02  47329.33

Hotels 2973.74 15.76 2989.50 2573.22 1181 2585.03 | Pv e‘p‘ Y € g%' ‘V\ '{\7 .
Agn Business / B417.44 7374.39 15791.83 1251486 5B857.48 18172.34
Paperboards. Paper and Packaging / 6535.96 1808.44 8344.40 7304.50 1776.85 081,35 @
Segment Total 69446.20 9242.95 69480.89 7687
Elminations—

Gross ; from sale of pi and Gl_iz_%l G‘;i:;;? 0 Pu ﬁm A"m h’ca-" pro .

2. Segment Results (hv- —SbFD

FMCG - Cigaraties 19089.17 17927.06 @'.(PAQQ P . l{ )
FMCG - Others. 1778.55 1374.18
FMCG - Total 20867.72 19301.24
Hotess 753.77 541.90
Agni Business 1254.43 1827.74
Paperboards, Paper and Packaging 1377.60 2293.9%
Segment Total 24253.52 23464.87
Eliminations 2219
Total 24057.47 23487.06
G Inall d corporate net of k income {1067 .88) {1167.72)
Profit before interest etc. and taxation 22089.59 22319.34
Finance Costs (45.73) (41.81)
Interest earned on loans and deposits, income from current and
non-current investments, profit and loss on sale of investments ele. - Net 3373.48 2400.01
Exceptional ilems [Refer Note 28(i)] (7.57) 7287
Profit before tax 24750.41
Tax expense |5893.80) {5897.10)
Profit for the year @ 18753.31
fsels } k.
= I
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Question 1

JKL Limited is engaged in the business of Construction and real estate having various projects across

states. M/s YT & Co, Chartered Accountants have been appointed as Statutory Auditors. Audit Team

from M/s YT & Co for audit of JKL Limited comprises of CA Z — Engagement Partner, CA Q, a paid

assistant and 3 Articled Assistants. During preliminary verification, CA Z observed that huge amount of

sub-contract payments were made to M/s JB Associates, a partnership firm in which Director of JKL_
Limited is a managing partner. The engagement team discussed that SA 315 and SA 530 shall include
spﬁi_c consideration of the susceptibility of the financial statements to material misstatement due to

fraud or error that could result from the JKL Limited's related party relationships and transaction.

Highlight the matters that are to be addressed in the discussion by CA Z with engagement team

members with reference to the relevant standard on Auditing. [May'22]
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Question 4 Carpets
“Living Well Private Limited" is engaged in the manufacturing and export of floor coverings. Such
products are labour-infensive and do not require much of capital investment in machinery. The company
has no plans to diversify in other product lines_Its directors are al so holdina significanf interest in
another company "My Living Private Limited” engaged in manufacturing of blankets using capital intensive
machinery. -

During the course of the audit of "My Living Private Limited", it was noticed by you that the company

has sold machinery of % 1 crore to "Living Well Private Limited” during the year. The transaction has
been done at normal market rates applicable to such used machinery.

How do you v:i__iy the above transaction of “M);IMV_MTed"? [SM]
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Question 4

CA Shobit is conducting an audit of XYZ Ltd. for the year 2024-25. The company is engaged in the
export of handicraft items in Europe. The audit is nearing completion in the month of July 2025.
However, it becomes known to CA Shobit that one of overseas buyers has made a legal claim against the
company on 15" June 2025 for injury caused to a customer of one European buyer due to sub-standard
gﬁé used in rugs of one lot of order shipped in August 2024. The management of the company has
decided to agree to an out of court settlement of X 4 crore to protect its reputation. The financial
statements of the company are silent on this issue. Discuss, how, CA Shobit should proceed to deal with

above issue. [SM + MTP Nov24]  °
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e
Amudhan & Co., are the Auditors of XYZ Company Ltd., for the year ended on 31/03/2025. The Audit

SIS/ MOLE ey
Report for that year «@- the Auditors on 04/05/ The Annual General Meeting was
decided to be held during The month of August 2025, On 06/05/2025, the Company had received a

communication from the Central Government that an amount 0T 5800 crore)kept pending on account of
incentives pertaining to Financial Year 2024-25 had beén approved and the amount would be paid to the
=

pEE———

(E—

Company before the end of May 2025.
——

To a query to Chief Financial officer of the Company by the Board, it was informed that this amount had

not been recognised in the Audited Fin9>cﬂ atements in view of the same not being released before
the close of the Financial Year and due ‘ of receipt. So

Now, having received the amount, the Board of Directors wished to include this amount in the Financial

Statements of the Company for the Financial Year ended on 31/03/2025. Qi 08/05/2025), the Board

amended the accounts, approved the same and requested the Auditor to consider this event and issue a
bbbkl iAot AdiAdcnalibidocll

fresh Audit Report on the Financial Statements for the year ended on 31/03/2025.

Analyse the issues involved and give your views as to whether or not the Auditors could accede to the
request of the Board of Directors. (SM + Nov'18)
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Question 6 { §“>

—_— P —
The audit report of Rare (P) Ltd for F.Y. 2024-25 was issued by SRM & Co. on 237 July, 2025. However,
a case was filed against Rare (P) Ltd on 9th August, 2025, with the Civil Court, with respect to an incident
caused in its factory on 24th January, 2025, the future outcome of which may result into paying heavy
penalty by Rare (P) Ltd, which was informed to Mr. Rishabh Pandey, the partner of SRM & Co.

Lﬂ-\r. Rishabh discussed the said matter with the management, \9& it was determined to amend the
financial statements for F.Y. 2024-25. Further, Mr. Rishabh inquired how the management intended to
address the said matter in the financial statements'yo which he was told that the said gﬁgr was going
to be disclosed as a "Contingent Liability for a Court case” to the Mte in the balance sheet ww
additional disclosures.

The management told Mr. Rishabh that such disclosure was enough as he would be further going to
provide description of the said court case and its outcome in the 'Emphasis of Matter' paragraph in his
amended audit report. In the context of aforesaid case-scenario, please answer to the following
questions: - v
@ i.  Whether Mr. Rishabh on behalf of SRM & Co., has properly adhered to his responsibilities in
accordance with SA 560, on becoming aware of the court case filed against Rare (P) Ltd?
ii.  Whether the contention of management of Rare (P) Ltd is v& with respect to the disclosure of

@ court case in the financial statements? (MTP May'24 + SM) 9 »
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CA. Arvind, statutory auditor of Divinity Technologies Pvt. Ltd., noticed that Mr. Kamlesh was engaged —-_—

by Management for investigation of suspected fraud within the organisation. CA. Arvind formally ° l/O-Q n ?Youjd?gd
requested a copy of/vhe report of the same to understand the nature, extent and implications of the V2 ¥
suspecTeso that he could appropriately consider it in his audit procedur¢s and[reporting Zi9. 1%%ued exick
responsibilities. Despite multiple written reminders, the management did not provide the report. d

In view of this, CA. Arvind requested the management to at least provide a written representation Th
regarding the fraud on/by the Company. The management neither provided the investigation report nor
responded fo his request fo provide the requested representation. How should CA. Ar'vin the "W R npt w M
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Question 3
While conducting i X-timited, a listed company, for year 2024-25, CA. Srishti notices that
‘W following material liabilities unilaterally without entering into settlement with
creditors and reported these amounts as gains under "Other income”. =

Liob . A 14
The details in this respect are as under: - To bHner intowe

S. No. | Particulars Amount involved

company has

0] Liabilities for purchases of raw material were written | X 3.50 crores
back on account of poor guality of raw material and
difference in rates

(i) Liabilities for cg_p;i___‘r_al_&o__cp_ds were written back on account | * 2.00 crores
of defects in mihl;ery supplied by creditors

—

The management is of the opinion that these dues are no longer payable. Therefore, retaining these
liabilities on financial statements would lead to overstatement of liabilities. Extinguishment of liabilities
was made by company in accordance with normal trade practices and outstandings were written back
after stopping dealing with such creditors. She wanted to send external confirmation requests to such
creditors. However, management informed her that sending such requests may be used by creditors as
proof of existence of \l&gbility. Aksps > Qqu,uz.& .. — Peson [vaud + 'vmm) — fo fm

Lol —> Qhdox( Moatin @ fsin’on Mk -Auar Pro.
She is contemplating inclusion of above matters under “"Key audit matters" in audit report. Analyse the

situation threadbare. [MTP May-24] \)/
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