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GENERAL INSTRUCTIONS TO CANDIDATES
1. The question paper comprises two parts, Part I and Part II.
2. Part I comprises Multiple Choice Questions (MCQs).
3. Part II comprises questions which require descriptive answers.
4. Ensure that you receive the question paper relating to both the parts. If you have not

10.

11.

received both, bring it to the notice of the invigilator.

Answers to MCQs of 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 IT are to be
written in the same descriptive answer book. Answers to MCQs, if written inside the
descriptive answer book or on Part-I Question 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.

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.

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.

The invigilator will give you acknowledgement on Page 2 of the admit card, upon
receipt of the above-mentioned items.

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.
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PART -11 70 Marks

Question paper comprises 6 questions. Answer Question No. 1 which is compulsory
and any 4 out of the remaining 5 questions.

Working notes should form 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 Hindi
Medium, his/her answers in Hindi will not be evaluated.

SMR2(H) P.T.O.

For more Question Papers, Sample Papers, Notes & Syllabus visit aglasem.com

Page 1 of 16



CA Intermediate September 2024 Question Paper Paper 5 Auditing and Ethics

1. (a)

®)

aglasem.com

)
SMR2(H)

PART - II .

CA Rashmi is the auditor of ABC Ltd. for the financial year ending
31/03/2024. The audit report for the year was signed .by her on
19/04/2024.

On 25/4/2024, the company received a communication from the
Central Government that an incentive amount of ¥ 5 crores pertaining
to financial year 2023-24 was approved. It was paid to the company

before the end of April 2024. The financial statements of the company

were not yet issued to the shareholders.

The Board of Directors wished to include the incentive amount in the
financial statements and requested the auditor to issue a fresh audit

~ report for the year ended 31/03/2024.

Analyze the issue involved and give an overview of the auditor's
responsibility in such a situation.

Auditors cannot normally examine all the information available to
them as it would be impracticable to do so and using audit sampling
will produce valid conclusions. Samples should be selected in such a
manner that it is representative of the population from which the
sample is being selected.

Which sample selection method is used in the following two cases ?
Identify and explain them briefly.

(i) Auditor divided the trade receivables in three groups : balances
above ¥ 20 lakhs, balances between T 10 lakhs to T 20 lakhs and
balances below ¥ 10 lakhs. He selected different percentages of
items from each group.

(ii) Auditor uses the sample of 50 consecutive cheques to test
whether the cheques are signed by authorized signatories, rather
than picking 50 single cheques throughout the year.

SMR2(H)
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(¢) PD & Co., Chartered Accountants, were appointed as the statutory 3
auditors of MR Limited for the financial year 2023-24. MR Limited
included the following clause in the appointment letter to the auditors :

“The Auditor shall be responsible for detecting the frauds that may
happen in the company during the financial year 2023-24.”

The auditor objected to inclusion of such a clause in the appointment
letter. Discuss in the light of scope of audit.

(d) M/s. PQ Limited has a turnover of ¥ 807 crores during the financial 3
year 2023-24, It has outstanding dues towards Goods and Services Tax
(GST) of ¥ 10 lakhs since June 2023. When enquired by the auditor,
the company’s management informed him that they have filed an
objection letter for the said demand with the GST Authorities,
however, no response is received from the GST Department. State the
reporting responsibility of the auditor under paragraph 3, clause (vii)
of the Companies Auditor’s Report Order, 2020 [CARO, 2020].

2. (a) CA B, was the auditor of Star Limited. He wanted to ensure that the 4
company had correctly reconciled its bank accounts and also wanted to
understand whether and how far the internal control system was
operating in the company. What kind of test of control was CA B
performing ? What are the other procedures that can be applied while
undertaking test of controls ?

(b) Alfa Limited has availed bank overdraft facility from a nationalized 4
bank. The company received balance confirmation certificate for bank
overdraft balance as on 31.03.2024 from the bank.

Particulars Amount )
Bank overdraft balance as per Bank Certificate 25,66,200/-
Bank overdraft balance as per Ledger 26,45,300/-
How will you vouch/verify borrowings from Bank taken by Alfa
Limited ?
SMR2(H) P.T.O.
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Schedule III of the Companies Act, 2013 prescribes disclosure of -

certain ratios as.a part of Additional Regulatory Information. Mention
any 3 ratios that should be disclosed along with the Rules relating to
disclosure of these ratios.

The engagement partner, of a firm of auditors, is explaining to his
audit team, undergoing practical training, the inter relationship

between audit strategy and audit plan. Discuss the points which the-

engagement partner will explain to his team in this regard.

CA Amit is the auditor of LMN Ltd. While conducting the audit, he
wanted to analyze the different components of internal control of the
company. Identify and explain which component of internal control he
is trying to understand in the following two cases : -

(i) Whether controls in LMN Ltd. are operating as.intended and they
are modified as appropriate for change in conditions.

(i) Whether there exists proper segregation of duties in the company
and the person responsible for recording a transaction is different
from the person authorizing it.

M/s. PK & Company, Chartered Accountants, are the statutory
auditors of JC Limited. CA Tarun, partner of M/s. PK & Company;
was entrusted to supervise and verify the inventory items as on
31.03.2024. During the process of verification, a large chunk of draft
inventory sheets were accumulated and then a final inventory sheet
was prepared. The audit assistant has kept all these drafts and the final
inventory sheet in the audit file. Is the approach of the audit assistant
correct ? Which papers/documents may not be included in the audit
documentation ?

SMR2(H)
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K Ltd. is availing cash credit limit of ¥ 25 crores from LMN Bank Ltd.
The drawing power of the company ranged between ¥ 22 crores and ¥
25 crores during the year 2023-24. The limit availed by the company
remained less than ¥ 20 crores during all the days of the financial year
2023-24. The company has not deposited any amount in the cash credit
account and there are no other credits to this account during the last
two quarters. How will this account be classified in the books of LMN
Bank Ltd. as on 31-03-2024 ? Explain.

You are the statutory auditor of NP Ltd. Looking at the huge size of
similar transactions, you directed your team members to use statistical
sampling. One of the team members, Mr. Q, wants to select samples
based upon his personal experience & knowledge as he is not aware of
statistical sampling. You are required to explain to Mr. Q why the use
of statistical sampling method is more scientific and appropriate.

EFG Ltd. has appointed M/s. MN & Co., Chartered Accountants, as
the statutory auditors for the year 2024-25. CA N, the engagement
partner, completed his risk assessment procedure. However, he is
concerned about the management of human resources to be employed
to conduct the audit. For this purpose, he wants to establish an overall
audit strategy for setting the scope, timing and direction of the audit.
Describe how the process of establishment of overall audit strategy
will assist him in managing deployment of his human resources for
various audit areas.

JB Limited has invested huge sums of money on establishment of new
Property, Plant and Equipment during the year under audit. They have
incurred an amount of ¥ 5,70,000/- on dismantling of an old plant,
which had become obsolete, so that a new plant can be set up at the
existing location. The Auditor is in the process of verifying the cost
incurred towards addition to Property, Plant and Equipment. What
should be the accounting treatment of the amount spent on dismantling
of old plant in the financial statements ? Which elements of cost
should be considered for valuing Property, Plant and Equipment ?

SMR2(H) P.T.O.
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CA Ayush has recently qualified and has joined a CA Firm. On going
through various audit reports, he observed that different phrases were
used to express an unmodified opinion on the financial statements. On
enquiring with a senior, he got to know that all those phrases can be
regarded as being equivalent. Which phrases are appropriate and which
phrases are inappropriate while drafting an unmodified opinion ?

You have been appointed as an auditor of Co-operative society. During
the course of audit, you have noticed some serious irregularities in the
working of the society. Enumerate those special matters for reporting
to the Registrar.

M/s. PP & Co; a firm of Chartered Accountants, has been auditing the
books of accounts of KALI Ltd. for the past 3 years. The company
has recently made some major changes in- its business policies.
While planning to start the audit for the 4% year i.e. for financial year
2024-25, the audit manager of the firm, as per the routine practice,
handed over the previous years’ audit programme as it is to the audit
team with the instructions to adhere unfailingly to the said audit
programme. Evaluate the decision of the audit manager with reference
to the use of audit programme.

The management of D. Ltd. have engaged an actuary-expert to
ascertain actuarial valuation of gratuity for provision to be made in the
accounts. As an auditor of D. Ltd., you plan to use the report of the
said expert as audit evidence for ascertaining appropriate valuation of
provisions. As an auditor, what will you do to evaluate the
competence, capabilities, objectivity and an understanding of the work
of the actuary-expert who has carried out actuarial valuation of

gratuity ?

Z and Associates are the auditors of Realton Ltd., an export oriented
unit, which specializes in manufacturing oil extraction plants. Since
many complex processes are involved, they are digitizing their
operations. They are restructuring their business models which are
driven by technology. Since most of the operations of the company
are automated, Z and Associates are planning to do Digital Audit.
Explain the use of digital technology in the conduct of an audit.

SMR2(H)
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(d) Mr. ] is an articled clerk with a big Chartered Accountants’ firm. He is 3
a part of the engagement team which is conducting the audit of a
company for the first time. They are assigned with the work of
preparing the draft audit engagement letter. Mr. J is not sure how to go
about with this work. Explain what is Audit Engagement Letter and
what are its contents ?

6. (a) You are the auditor of Plus Bank Limited. The bank has made 4
- following provisions for the year ended on 31.03.2024 :

Amount
Particulars ) .
R in crores)
Provision for Bad Debts 66
Provision for Sub-standard Assets 78
Provision for Expenses 24
Provision for Income Tax 55

You are in the process of verifying the provisions and contingencies of
the bank. What audit approach and procedures will you adopt to verify
the above ?

OR

(a) CA Vasu was appointed as the statutory auditor of M/s. Pizza Limited 4
for the financial year 2023-24. While reviewing the internal controls,
he observed that the company has entered into many transactions with
firms in which the directors are interested. The company’s specified
procedure was by-passed in such transactions. CA Vasu considered it
as a significant deficiency in internal control over related party
transactions. He communicated this deficiency to Those Charged With
Governance (TCWG) as under,
“Controls over significant transactions with related parties are weak.”
In view of the above, please explain : -
(i) What is meant by deficiency in internal control ?
(i1) As per SA 265, whether the significant deficiency communicated
by CA Vasu to TCWG is appropriate ? Explain.

SMR2(H) P.T.O.
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(b) CA P is a professional accountant in service. In terms of employment

(d)
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and professional relationships with employer he has to be alert to the
possibility of inadvertent disclosure of any information outside the
employing organization. However, in view of disclosure required by
law, CA P had to divulge the information and documents as evidence
in course of legal proceedings. Whether CA P has violated any
fundamental principle governing professional ethics in this case ?

Explain.

During the audit of accounts for the year ended 31.03.2024, the auditor
of FD Limited wanted confirmation from a Trade Receivable, which
was outstanding for more than six months, amounting to ¥ 4,25,000/-.
The auditor sent a Confirmation letter to the party requesting them to
respond directly to him, whether or not they agree with the amount

outstanding from them.

That trade receivable confirmed to the auditor of FD Limited, that they
were required to pay an amount of ¥ 4,20,000 to FD Limited as per
their books of accounts.

State and explain the type of Confirmation Request sent by the auditor
and the course of action that he should take on the confirmation
received from the trade receivable.

P Financial Services Ltd. (PFSL) is a leasing & hire purchase
company. You, as an auditor of PFSL, are in the process of examining
finance lease agreements executed by them for equipment given on
lease. Which points shall be noted by you while examining a particular
finance lease agreement entered into by PFSL in respect of a leasing
transaction ?

SMR2(H)
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(Hindi Version)

1. (a) CA Rashmi ABC Lid. 3 31/03/2024  d g rim ad F @ 4
SET-ghEE & | 3E% g oEr-vhen KU 19/04/2024 i TRERT
o ki M.
25/4/2024 Y N TN g, TR A T Gow Wi gt foh forea
200324 A Gt T SreaTes TRY € 5 crores igAA 1 T & | 309
2024ﬁwﬁﬁﬁmgnmmﬁmw@q:ﬁ%ﬁ?ﬁaﬁam
STV S T R e |
ﬁ%mﬁﬁmﬁmnﬁaﬁﬁ?ﬁaﬁwﬁﬁmmmaﬂt
é@-ﬂﬁwﬁmﬁﬂm%m/os/zouﬁmgqaﬁ%mmﬁ
Srar-gder fd rh W | Gefta wwe 1 favdem i ™
qhfRf § Srar-des $ Reier 1 st |

(b) STt T @) STFITET 1 e T R & it 4
T TR BT 3N - TR B S wE
T | A B < T A & g i 6 e 3w wg w1 wfRfr @
R g R |
e oK st o wrE w6 9 4 A i B a g w
HTTEARTEI R ?

(i) SE-TEE Y SR T I H A wggt § fnfa B
?20%%&%%&,?1031@@?203@%%%31’!{
2 10 @ & W AW | I Raftr s 3 7 e W A g |

(ii) SE-T0EF 50 THA S H a¥ W T T FA.F & 50
w%ﬁmmaﬁaﬁw%mwﬂﬁm%%ﬁ
A TRl G TR R TR |

SMR2(H) P.T.O.
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M/s PD & Co., §9dl SE@R MR Limited %1 =i a¥ 2023-24 ¥
fore Senfaes Sran-wlere P o6 T o7 | MR Limited Y Srar-
wiersh ! fou Tu frgfda o & fnet @ (clause) Y fver fear ;.
“AET-udie e it @ F fw Reder @ | 7R R o
2023-24 % GRH ot A i gE 8 1”
ﬁmmﬁm@gﬁﬁgﬁwﬁmmmmﬁrﬁ|
AGT-vleT % 8 % Wb & ==l L |

M/s PQ Limited =T focfia o 2023-24 % forg et 2 807 Fs 2 |
SOl T TEG T AT FL(GST) 61 S 2023 & THAT T 10 oG 2 |
AG-90EF F IO TN R, HEN % Y6 ¥ g fen B swn
IR Wi % I GST Authorities 1 TRy 73 fam & Rrashr 3w
GST Department ¥ ST 781 g1 ® | S0 w@r-vders R omew,
2020 % TOEMH 3, WS (vii) [CARO, 2020] ¥ T&d Sr@T-vfiers &
fraifdn Rvgrit o war |

CA B, Star Limited % Sr@1-ud%e & | 3214 78 giifeaa &wom 9
% Soft ¥ o1 S @l w1 Tt gEHE R o7 3R ' o wEEE
et o6 = ok fopa wfimn o ot § ariafes e s § o |

CA B %8 796 & friamr it St st @ § 7 3 A9+t o7 wfpamd &

Rt smvt forzron Y st & R s wpa 2 2

Alfa Limited ¥ U THRFa §b @ aiergree gien of & | S 3
31.03.2024 % Fh IR T T o THIUY 1o FowaT |

Tereror @
% SHTOTT o STTHR Seh SNTEIHR AT 25,66,200/-
GIATEa! (Ledger) % TR S H1aTSTIR AY 26,45,300/-

HTT Alfa Limited gRT TeTT Seb 01 1 8 THIUH /Heama i 2
Hut rfirfarm, 2013 Y IEEE 11 % SgER s frames S
& 74 3o Fftaa gt w1 yewe RuiRa e d |

ehe fohdl W1 a1 ot <fir argaTall & T &) Sk ke deeh R
& Fa |

SMR2(H)
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(@) =EE TR % RA srEr-vles w1 % dega dBeR A Er- 3
e 2t SET-gde O 3 AEr-vden e % 9e IaHay
1 T | 37 et st SR S e dega TR T T
) 39 Hay § T T |

3. (a) CA Amit LMN Ltd. % w@-90eeh & | d@r-vdgn g9em § 36 4
HYA & AR A0 & wewhi F1 fagetyor A 9@ | 9gEE W
Fari 5 98 oTiaie P & B & uew ®) = ) umel § q0ee
AT HTET 8 -
() 1 LMN Ltd. & feizor sfosa ol @ wm @ & it w1 3%
fRufet # seema % gfe duifta e w2
(i) A T HrEt w1 IR g § U1 SR ) RiE A H
forg Rien af 3% st P T fR A =T 8 ¢

(b) M/s PK & Company, &<} @GR, M/s JC Limited % donfis d@r 4
vfitTh & | M/s PK & Company % ®TSIGR CA Tarun % 31-03-2024 I
a1 Hel o GearaH shi TR |t S oft | weure <t wfshar % gRm
TS AT T FAE) I §hS 7 D 3N 7w o difem 39 we
(sheet) AR E§ oft | SE-vhtan wgE 7 Wit FRiT@ = T AfH
T e & AET-qhE e § W R | T A0 TERS B
a1 (approach) W& & ? P A YUHI/TEEST B A@T-ThET
TEaTaSieRtor 3 ftifera &l e Tfe ?

(¢) KLtd. ¥ LMN Bank Ltd. & 2 25 F0€ f Fm shfee fefe i g 1ot 3
1 37 v a9 202324 F NI 2 FAT A 25 TS A Hiwr s
T W@ | Fo g forit ad 2023-24 % A wft feadt d s i
T8 fafe (Limit availed) T 20 S & A T | U Y w1 fee @

F i TR I & FR R qen Redd @ e % e @a § 5
31 ST (Credits) 787 & | 31-03-2024 ! LMN Bank Ltd, st sfg=i &
39 @A I 4 Fficpa fepar SR ? wHETEY |

SMR2(H) P.T.O.
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39 NP Ltd. % Fenfaes Aar-wliers § | 98 R % T0H SHagR) 9
IE Y, I T  Tew! B Wl T B S BT R
fea | 561 % T W M. Q 31U SR Iva ot T P IR W
T 1 AT HAT AR § P I ISR TR 3 ST
T & | AT Mr. Q ) TS 6 T Wi TR 1 ade
TN # Aftres A 2 @ shm #

EFG Ltd. 3 M/s. MN & Co., 7€l R@MK, # a9 2024-25 % Rw
Qi AET-wles fge fhn @ | dega aEier CA N Y Sifem
T SRS W W@ R | 7wl 98 dw-vdan & e |
AT U FETEAT % Yaud & 9R F Ry @ | 39 S @ 98 Sral-
wlien 1 fawa-g, auy w o Puife 0 % fe o g o
vt wordtfer wemfia e arear ® | aviw w6 S aw dar-wdar
wrtfa s < ik I8 R Srar-wlan &5 § ame dane
TN YeEH T ggRIAr St |

JB Limited ¥ S@T-vfien a¥ & w1t Hufty, e 3K Iueheor
mﬁww&mﬁawﬁmna@%fsmow 61 Uft A
wa;rﬁtm(dlsmanﬂmg)aﬂﬁﬁ@éﬁaﬁ%mms‘rw
T, AT ST T T 64 h TG 8 T | Srar-wiers dafy,
wﬁrmﬁqﬁgﬁgﬁmaﬁﬁmﬁmﬁ%w
q9F & T W =g it 1 afd w R Rt § w o
SITER BT MY ? ST & hi & el ! Uiy, T 30T I &
AT % wTfiret fera St =Ry 2

CA Ayush TS & & 17 (Qualified) 3¢ ¥ 3 TH CA Firm & 92 # |
3 AET-veT fuid % JEeist § 39y e 7 R el w®
FrEfEa TT B A w # R aree w1 s fear T
aﬁa&g%@ﬁm,aﬁwmﬁs@mﬁmaﬁmwm
a1 7 | STENFrA T 6t srfveafa & 1 S iy shm s a= d

TR I § 2

SMR2(H)
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(@ IR T geHr) aftfe 1 dEr-vles fgw fRn g 1 wE- 3
e % e arTaen! wfifa & s ° efie srfrafaar s aar e
2 | TR ! T 0 % forg 37 foriw wwet &t s |

5. (a) M/sPP & Co; T Gl S@hR BH, KALI Ltd, % wgi@rmal & fioet 4

3 981 § SEr-gher w @ R | F I T @ § oyagm i ife q
FS Nl Seerd 6 & | N o wf fofrm o 2024-25 it wE-
qlie ) AT TR FA H, w F aiE yEus (S@r-wan) F  me
TT % AR AGT-T08T T ) T3 a1 T AET-GET HIEHH HAT
<Te, 31 et % g T Saa Sar-vlen s %1 faar fordt 5 *
qrer T ST | SrET-udeT Jeue % SaT-gde HrRisET B STET &
ey T (vl 1 STrehe |

(b) D. Ltd. % Seie o SiHieh qedihA (Actuarial valuation) % Fefor s 4
fru fiwiferes RINT (Actuary expert) Y @l 3 7363 TR I &
Tau ¥ f % # fefar 8 | D. Ltd. % S@1-908 8 & HROT 319
Iert Tt < TS o1 ST e % gt % ad g & faRw
F SrEr-vdiEn |rey % F9 w5 ) AT WA § | Th [@-w0eE &
w9 3, dfinifeen fosiam fram o6 Iyt =1 sl qoie o631 3 T
IGhH QraT, FHATS, Freqeqan 1 Aher 3R IWH w1 6t gHS I
A % frg w2

(¢) Z & Associates Realton Ltd., @ﬁﬁl‘iﬂ'ﬁ@mﬁ, frgeh o Fpem 3
T gaE! & Pt § fdwga 8, % @@ wlies & | I w8 SRk
whrad it § ord: 3 o aRETe @ Rfedfimmm R 13
ENTS gRT HETfeTd I S HisH 61 Tie 9 W 8 | A%
HUAt & afﬁw’mqframwm%, Z & Associates fefrest ar@n-
T Y A o1 @ € | oran wlie % dave | e et

TN ! GHITEY |

SMR2(H) | P.T.O.
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(@

(2)
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Mr. ] TF Sl T7¢! QWTHR 64 § AT 7o1h & | 98 T9EaT g
(Engagement Team) <hl feam %, S f T HUH Y gl TR oRgr-
TliET T G B @ ] | S8 TEY @T-T0ET FEgal 9T F) 8
X 1 HE A T R | Mr. J e 78T R e 39 e B 9 fen
ST @ | HHSTST SET-TET gt 9 ¥ 7 39 § 3K 368 B §
o (content)éﬁ% ?

39 Plus Bank Limited % S @T-u8ierh § | ¥ 3 31.03.2024 9 €91
T AN & fore for e Rl €

iy

Ere (Cacdd)
oA T % forT Smae 66
HTHHS ATt o fore yreaem 78
e 24
IR F T Jrau™ 55

HTY e & TrauFt 3R ArwfRreraret # witg 6 whr § € | sriE
1 ST A | 19 F AwT-gha g 3k whFne @ st 0
3o
CA Vasu %I M/s. Pizza Limited %1 forfia a9 2023-24 % fore donfies
AaT-ghige g fomn ma @ | atiafe e ) gt §, 393 9/
% st 3 37 Bt & T R Fyrest =1 faa 2, wE R R §
Fo1 <6t Faiia i wi s sl % fo e fermn e | ca
Vasu ¥ Geiftrd 9&fl % | SHaER W i fraron i weeagt @nht
WA | 367 T YIET HT PRWR TR I AfRE (TCWG) 3
mqﬁam, “Haft gl % WY TRl seERl W fE
P

SMR2(H)
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