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Test-Accounts and Auditors of Company
Marks- 25 (Descriptive)
Time- 1 Hour

Question-1 (5 marks)

BBQ Ltd., with its registered office in Hyderabad, has two branch offices, one located in
Delhi and the other in London. The accounting transactions of the branches are recorded and
all books of account are maintained in the branches. The branch accountant of Delhi branch
sent monthly and the branch accountant of London sent quarterly summarized trial balance,
profits and loss account and balance sheet to the Hyderabad office. One of the assistants of
the audit team, Mr. Naveen, raised the issue that the branches of the company maintain its
books and records at branches, so it defaults on not maintaining the proper books of account
at the registered office. Mr. Naveen further objected to the fact that the London branch
sent their summarised returns on a quarterly basis instead of a monthly basis.

You are requested to analyse and decide the validity of both the objections of Mr. Naveen
relating to the place of maintaining the books of account and sending summarised returns
thereof to the registered office by the branch offices of the company referring to the
provisions of the companies Act, 2013.

Question-2 (4 marks)

AB & Associates, a firm of Chartered Accountants was re-appointed as auditors at the
Annual General Meeting of X Ltd. held on 30-09-2019. However, the Board of Directors
recommended to remove them before expiry of their term by passing a resolution in the
Board Meeting held on 31-03-2020. Subsequently, having given consideration to the Board
recommendation, AB & Associates were removed at the general meeting held on 25-05-2020
by passing a special resolution subject to approval of the Central Government. Explaining the
provisions for removal of second and subsequent auditors, examine the validity of removal of
AB & Associates by X Ltd. under the provisions of the Companies Act, 2013.

Question-3 (5 marks)

Natraj Limited is an unlisted Public company having paid up share capital of Rs. 80 crores
during the preceding financial year 2016-17. The turnover of the company was Rs. 110 crores
for the same period. Referring to the provisions of the Companies Act, 2013, discuss the
answer to the following:
(i) Is it mandatory for the above company to appoint an internal auditor for the financial
year 2017-18?
(ii) What are the qualifications of the Internal Auditor?

Question-4 (3 marks)

XYZ Ltd., a prominent manufacturing company, is in the process of appointing a new auditor
for the upcoming financial years. Mr. A is a renowned auditor being considered for the role.
During the due diligence process, the following details come to light: 1. Mr. B and Mr. A are
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partners in ABC & Co. Mr. B has taken a personal loan of Rs.4 Lacs from XYZ Ltd.'s subsidiary,
EFG Ltd., six months ago. 2. Mr. A's relative, Ms. C, has an outstanding debt of Rs.2 Lacs with
DEF Ltd., an associate company of XYZ Ltd., which was taken three months ago. Discuss about
the eligibility of Mr. A for being appointed as an auditor of XYZ Ltd. in view of the provisions
of the Companies Act, 2013.

Question-5 (4 marks)

The Government of India is holding 51% of the paid-up equity share capital of Sun Ltd. The
Audited financial statements of Sun Ltd. for the financial year 2017-18 were placed at its
annual general meeting held on 31st August, 2018. However, pending the comments of the
Comptroller and Auditor General of India (CAG) on the said accounts the meeting was
adjourned without adoption of the accounts. On receipt of CAG comments on the accounts,
the adjourned annual general meeting was held on 15th October, 2018 whereat the accounts
were adopted. Thereafter, Sun Ltd. filed its financial statements relevant to the financial
year 2017-18 with the Registrar of Companies on 12th November, 2018. Examine, with
reference to the applicable provisions of the Companies Act, 2013, whether Sun Ltd. has
complied with the statutory requirement regarding filing of accounts with the Registrar?

Question 6 ( 4 marks)

The Board of Directors of A Ltd. requested its Statutory Auditor to accept the assignment
of designing and implementation of suitable financial information system to strengthen the
internal control mechanism of the Company. How will you approach to this proposal, as an
Statutory Auditor of A Ltd., taking into account the consequences u/s 147, if any, of
accepting this proposal?




