() APR & Associates, a Chartered Accountant firm, are appointed as the
auditors of Time Ltd. and Bakes Ltd. The volume

business of both the companies are entirely different. CA R is the

and nature of

engagement partner for Bakes Ltd. CA P is the engagement partner for

Ti fuctir
ime Ltd. CA R formulates an Audit Programme for conducting the

audit | '
it of Bakes Ltd. He suggests CA P to use same audit

programme for Ti : ' i
or Time Ltd. But CA P is of the @n that this audit

programme will not be useful for the audit of@gﬂe Ltd.
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The management ' ;eeks ~your advice in amvmg at the value of
inventory to be shown in the ﬁnéncial statemeﬁtis & the compmy
What should be the value of inventory in iaccordat‘lce with AS-2 7

(¢) Mr Z, at the time of appoinunent as an independent 'director in EF Ltd. 3
a listed company, came to know that Jthe C‘?c;mpa;n‘ie/sv Act, 2013 has
placed a greater emphasis on the effective implementation and
reporting on internal controls for a listed Company.@vants to know
the responsibilities as casted under Companies @9,2013 with regards

to Internal Financial Control for (@ctors (2) Independent
directors and (3) Audit committee ,@@r section 134(5)(e); 149(8) &

177(4) (vi1) respectively of th anies Act, 2013.

(d) CA B, an auditor, agggﬂle completion of busy audit season; was . 1

9) .
occupied in asse b&é of final audit files of one of hi
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(a)

-
e gt ok 8l s gl BRI : g 5

i LI i€ % S 1221 st s ey Ity P g " P 4 - & T
AA" a pail Ol uic TISK assessy ICTIL proceaure, ne wants o make 5?:&;,;'?:;‘»‘

of the management and others wit What kind o
niormation can the & get b , Wing
ntern "
£
Jh”a 1 : ‘
( ‘:\v { | 11 1
&% \na ment’
& f ¢ la i it
hat the zndw s extern gal counsel will respond
appropniately (o a letter nfg::‘;m;:é enquiry. |he auditor sent a letter of

1

Specific enquiry reglesting the entity's external legal counsel to

communicate ¢xttly with the auditor. List out the inclusions in the

letter of spectic enquiry ?

In certain circumstances the auditor may judge it necessary to meet i
with entity’s external legal counsel to discuss the likely outcome of the |
litigations or claims. What will be auditor's reporting responsibility if
the management refuses 1o give permission to the gy, dice &
communicate or meet with the external legal counge| 7

NRF2
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(c) JK Ltd. was having a ‘Pager’ m

(d)

Downloaded From www'castudynotes com

- .
anufacttmng plam and loekmg at the' ,

o 3
~ demand i -

it was of the view that the Company wﬂl grow connnuously in

future. But, with the mtroductxon of mobile phones in the market, the

of the company
were of the view that auditor fajleg to perform their duty and have not

informed to them about the Company’s inability to continue its
business, otherwise they might not have suffered

’@oss List down
the factors giving rise to the inherent limitatio@e to which auditor

cannot provide a guarantee that the fina

material misstatement due to fraud t&r.

S\

B Ltd. is a company man@mring bed-sheets and pillow covers.

They have appointe_d@'C & Co., Chartered Accountants, as their
auditors, The

L3
tatements are free from

r is establishing audit strategy with his team

members, As\the work progressed, they came to know that the

comf:any has diversified its business and now .they are also glanning to
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(@) CA E is auditor of LM Ltd. Before commencing with current year’s

(b)
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audit, he initiated planning for the audit. Planning includes the need o
consider certain matters, prior to the identification and assessment of

the risk of material misstatements. Enumerate such matters.

The management of PQ Ltd. changed during the period under audit.

Mr. G an auditor, at the time of receiving written re@ntation on the

management responsibilities from the mana er&ﬂt, was in a dilemma

related to the date of and peno@cm ered by the wrtten

representation. Further, new m ent was of the view that they
can give written represem@mm the date they took over and not

fm' the prior period y&i@old management were managing affairs of

(éxauditor&themanagﬁmem in this respect.
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0 PSR & A e

Ave-tar. Hotel, Since the tamts of thed St 'y

the company has appointed mtem auditors at ;;aﬁaa;mm;m

‘company has also devised a system of effective and efficient internal
controls. The auditors, M/s PSR & Associates, want to use the work of

the internal auditors. In order-to ensure effectiveness, what kind of

coordination should be there between the extern itor and the
internal audit function ? 00
| 22
1 4, (a) M/s KLM & Co. Chartered A{annts, a partnership firm, while
si ,';f:ésts of control @ sts of details in MN Ltd. has to

f% ing that can be effective in meeting the

0 cedure For this, they decided to select specific
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campanents on proj

ect besls, Thﬁ purch ases are
| wants to make sure ihat, all therthadzdmngthepeﬁadm

recorded and there is no understatémgnt or overstatemchr this

%

purpose the audit team have performed proceduréé like cut-off tests,

correct treatment of goods in transit, obtaining written representations

and perform{ng analytical procedures._ What are analytical

procedures'r_e'quired to be performed to obtaingdnq)evidence as to :
overall reasonableness of purchase quanti rice 7

ks

5. (8 PO & Co. want to diversify its business and for that purpose they want 4

-

to raise money by issuin s to the general public. The face value
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() HR & Aseccists e the sadiion of s large manufacturing company.

£

The company has recently invested huge amount in Property, Plant and

Equipment (PPE) for its new unit. They have added many incidental

expenses 10 the cost of PPE, The junior audit team members are not

sure about which costs should be excluded from the cost of PPE. Give

examples of costs that should not form part of costs of PPE.

A professional accountant is expected to con%@xth.the fundamental

principles of professional ethics ab ‘times. Explain which

fundamental principle governing ional ethics is violated in the

following situations ? a$

(1) A chartered accpdpMmt in practice accepted the appointment as

an auditor (@m in Mﬁl sister was a partner,

approached by his friend
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*

CA M i1s the engagement partner of the firm M/s Y2Z LLP. beis
muwmaawmm@ auds

required for this assignment. Discuss the ities of CAM as
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(©) Mr. D an audiior, ~while auditing ACE Ltd., identified ceriain
misstatements in relation to particular class of tra'nsactions and acco
balances. He had communicated same to those charged Wlth
governance and also taken written representation for the same. State
the audit documentation required by the auditor regardiﬁg;

misstatements identified during the audit.

(d) JK Ltd. has opened a new manufacturing unit and, for that they want
plant & machinery. Since the capital outf@pvlﬂ be huge, they 31&
considering of taking it on lease. The@’approached several parties
and have shortlisted one of th@o is ready to give the plant ¢

lease for 11 years, which i oximately the estimated economic

of the asset. As per ement, JK Ltd. will bear the insurance and

@gﬁk of th_fe‘;:qssct, Which kind of lease agreement
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