PART |

) PQR Associates are the statutory auditors of 5 large un-listed company 5

which 1s engaged in manufacturing of auto components. Subsequent to
re-appointment O.f auditors in the Annual General Meeting, the Company
shared the appointment letter with PQR Associates, seeking
acknowledgement and acceptance letter. CA. R is the engagement partner
and is planning to issue the aéceptance letter. During the current financial
year, there was a search by the Income Tax authorities on the company,
and certain accounting records were seized for verification. Based on the

information available on social media, CA. R noted that the promoters’

brother, is contemplating to contest in the ensuing elections, under the

banner of a pdlitical party. One of the current senior engagement team

" manager, who has been doing the audit engagement till last year, has left

PQR Associates and is planning to provide some accounting services to

one of the associate companies. PQR Associates are yet to recruit another

senior manager having adequate experience in the audits of clients

engaged in automotive sector.

Elaborate the matters to be considered by PQR Associates with respect to

acceptance & continuance of client relationships considering the above

issues,
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re the statutory auditors of a large y-isteq company
B any,

OR Associates a
which 8 engaged in manufacturing of auto components. Subsequent to
e-8D pointment o'f auditors in the Annual Genera] Meeting, the Company
shared the appointment letter with PQR  Associates, seeking
acknowledgement and acceptance letter. CA. R is the engagement partner
and is planning to issue the acceptance letter. During the current financial

year, there was a search by the Income Tax authorities on the company,
and certain accounting records were seized for verification. Based on the
information available on social media, CA. R noted that the promoters’

brother, is contemplating to contest in the ensuing elections, under the

banner of a political party. One of the current senior engagement team

" manager, who has been doing the audit engagement till last year, has left

PQR Associates and is planning to provide some accounting services to
one of the associate companies. PQR Associates are yet to recruit another

senior manager having adequate experience in the audits of clients

engaged in automotive sector.

Elaborate the matters to be considered by PQR Associates with respect to

acceptance & continuance of client relationships considering the above

issues,
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roviding software support services
During the year 2023-24, Fancy
Limited in Gurgaon. For
Business Transfer

nited is a foreign company p
Office at Delhi. |
sidiary Nancy Private
Limited entered into a
y Private Limited for

(b) Fancy Lit
having its Branch

Limited incorporated a sub
ives, Fancy

Agreement dated st October 2023 with Nanc
¢ of all assets and liabilities along with the business of Delhi

Branch to Nancy Private Limited on a going concern basis effective from
01% April, 2023. Further necessary approval from regulétory authorities 18
also received on 20" December, 2023 for such transfer. Fancy Limited
promised that it shall provide continuing financial and operational
support to Delhi Branch and further confirmed that any losses incurred
post the date of transfer shall be borne by Fancy Limited.

furtherance of object

transfe

During the year 2023-24, Delhi Branch of Fancy Limited have prepared

its financial statements on the basis that the Branch Office does not

continue to be a going concern and all its assets are carried in the books

of accounts at the values likely to be recovered at the time of closure of

:perat.ions, to the extent ascertainable at the time of preparation of the

St e T e . |
1o al statement,

f;loal:;: t:a:tztgé(;r}; Ay Of. Délhi-BranCh of Fancy Limited for the
P the— 4. Acco.rdmg to you, Delhi Branch has correctly
regarding manage:men:?sa t-ter m. Note XX to the Financial statement
offics, Fthec you £ mten.tlon to close the operations of the branch

you have obtained sufficient appropriate audit evidence

concerning audi
g audit and on the verge of finalization of audit report

Draft a suitable opinj
pinion paragraph and basi
asis thereof in the oj
given case

along with disclo
su :
g rcf of Note XX with suitable place in audi
of relevant auditing standard, *'° It report in
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(c) Mr. BK has been engaged by XYZ Ltd. to report on Summary financial

statements derived from the financial statements audited by him in
accordance with SAs. Mr. BK wants to determine whether ¢he applied
criteria are acceptable before accepting such assignment. Guide him the
factors affecting auditor’s determination of the acceptability of applied

criteria as per relevant Standard on Auditing,

(a) Happy Hospital is a very renowned hospital for Orthopedic Surgeries in

Mumbai having sophisticated infrastructure. Happy Hospital has started

using a novice system which includes complete record of Indoor Patient

i.e. their diagnosis, their treatment, their medications, their billings, and

feceipts thereon which is developed and managed by CT Contractors, CA
Z is a statutory auditor of Happy Hospital. CA Z came to know about this
system while auditihg. CA Z is concerned whether the controls at CT
Contractors Associates are operating effectively or not. For this purpose,
CA Z demanded from CT Contractors, an assurance -report from a
practicing chartered accountant about their opinion on the description of
CT Contractor’s system, and the effectiveness of the control. Which type
of report should be obtained by CA Z in terms of relevant Standard on
A ;;tiﬂg ? What aspects are to be considered by CA Z in using such
ass_'%lance report as audit evidence that controls at CT Contractors are
°P¢ii?ting effectively ? s
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(b) In terms of subsection 114 of Revised code of Ethics, a professmnal
accountant shall comply with the principle of confidentiality, which
requires an accountant to respect the confidentiality of information
acquired = as result of professional a:tld ‘employment relationships.
Confidentiality serves the public interest because it facilitates the free
flow of mformatlon from the professional accountant’s client or
employing organization . to the accountant in knowledge that the
information will not be dlSClOSCd to a third party. In this context,
enumerate the cncumstances where professmnal accountants are or might
be required to disclose conﬁdentlal 1nformat10n or when such disclosure
might be approprlate In demdmg whether to disclose confidential

mformatlon what are the pomts that should be kept in the mind of

i 4”.

professwnal accountants '7

(c) The management of High lelted is concerned with the reporting
requlrement cast through Rule 11 of the Compames (Audlt and Auditors)

Rules, 2014 for the f nanmal year 2023-24 with regard to the Audit Trail
(edit log). Audit trails m:ay‘ ‘be enabled at the accounting software level
’ depenQing on the features available in such software or same may be
captured ditectly in the database underlying such accounting software.
Consequently, the management of the company approached CA J and
asked him to suggest them list of internal "controls which may be required
to be implemented and operated to demonstrate that the Audit trai] (or

Edit Log) feature was functional, operated and was not disabled.Help
CAl.
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3, (a) €O Limited submitted & credit proposal 1o xy, . Limi
' imation of a Term Loan of ¥ 150,00 crope required £ mlted.for the.
installing 8 latest Plant and machinery for the;, upcomi :r pro?urlng and
. oni the application, XYZ Bank Limited approacheq CA gpptrooj‘e% B.ased
the profitability of the business for judging the accuracy of thlems/:;ﬂcgla:e
of repayment furnished by Core Limited, as well as the value oef rh:
security in the form of assets of the business already possessed and those
which will be created out of the loan. Elucidate the steps that should be

undertaken by CA P ?

() CA .N 'is carrying out an audit of restated financial statements of BQR
Limited forlpas_t 3 ﬁpancial years i.e. 2023-24, 2022-23 and 2021-22 for
onward submission to SEBI pursuant to their upcoming IPO (Initial
Public Offer). CA N is planning to issue an Audit Report on 5% August,
2024 covering these restated financial statements. Before issuing the
audit report, CA N requested Management Representation Letter from the
management of the Company for this assignment. The Management of
the Company provided Management Representation Letter dated [
April, 2024 covering the period of financial year 2023-24 only as they

were not in position to provide for the financial year 2022-23 and
2021-22 because they were not in place during that period.

 How would CA N deal with the above situation as per relevant Standard .
on Auditing ? '

(©) CA Raj, a practicing chartered accountant, is offered to take up an -
appointment as a “Secretary” in his professional capacity by the Central
Government for a Metro Project for a term of 2 years not.on a salary-
cum-full-time basis. After giving deep thought to the offer, CA Raj
accepted the appointment. Comment in terms of the Chartered

Accountant Act, 1949 and Schedules thereto.
XTF2
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SV Associates .

gsociates. M/s T
in practice for

hich has been
ry audits of Jarge

nore than fifty

(0)  CA Giri is a senior partner of M/s TSV A

more than five decades. The firm under
rious industry s€¢
CA (yiri has been

intants w

is & reputed firm of Chartet
(akes statuto

tors and has 1

listed companies across Vi )
assigned as an

Ssimmls.
gagement of 2

qualified experienced profe
ked into by CA

Control Re er for an audit en

Engagement Quality view
listed company. What are the which would be 100
Giri as an EQCR in relation to the eng
eview, CA Giri
tion and adequac
A Giri areé not acce

of resolving the di

aspccts,
agement ?

has identified certa
y of provisions relating

pted by the
fferences of

in 1SSues,

Upon completion of the ¥
with respect to revenue recogni
‘o onerous contracts. The views of C

Engagement Partner. Suggest the ways
-een CA Giri and the engagement partner.

opinion betw
CA Lalit to help the company in compilation
CA Lalit explained his team members, the

bilities under this engagement. The team
s and do not have gxposure

that CA Lalit should
ent

(b) MNC Limited has engaged
of the financial information.
scope of work and the responsi

members have done mostly audit engagement

to compilation engagements. Discuss the key issues

deliberate and guide his team members with respect to this engagem
and the manner it differ from assurance engagements. Give your views on

the applicability of SQC 1 to this engagement.
t the top 1000 listed entities. Wit
rements by SEBI on ESG parameters called the

and Sustainability Report (BRSR), it requires SU
Limited to make disclosures on their performance against the various
principles of the “National Guidelines on Responsible Business
Conduct”, One of the principles emphasizes that the business decisions in
an organization should be open to disclosure and accessible to the
relevant interested partics, Flucidate the essence of core elements

associated with the aforesaid principle.
XTI2 P.T.O

(c) SU Limited is amongs h the introduction

of new reporting requi
Business Responsibility
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(a) GAK Limited has compiled the interim financial information, as per the

(©)

Listing agreement requirements and submitted to the auditors for their
review. CA Reena, has been assigned on the engagement to review the
interim financial information of GAK Limited. Based on the inquiries
and other review procedures carried out, CA Reena, assessed that GAK
Limited, has been facing continuous working capital shortages. No
financial institutions or banks are ready to lend additional funding limits
to GAK Limited, since the company has been continuously incurring
losses for over 3 years and the company has defaulted payment of loan

instalments & interest over the last one year and operations have been

curtailed significantly.

-_“Under'snch-circumstances CA Reena, who is doing the review for the

' first time, noted that GAK Limited has not disclosed any information in

the interim financial information relating to material uncertainties. Given
the situation, please advise CA Reena, what kind of review report is
requlred to be issued ? If, ‘GAK Limited has disclosed information relating

to material uncertainty, can CA Reena glve a clean report ? Discuss.

R lelted is a listed company engaged in manufacture of round bars. The

company is havmg investment in the followmg components :

(1) 2 Subsidiary Companies | N

(i) 1 Joint Venture 'Company

(iii) 2 Associate Companies

(iv) 3 Business entities under common contro]

(v) Interest in assets, liabilities, revenues, and exp'én’s‘éé in a

operation with 1 Company joint

XTF2
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R Limited and all its components are required to present their
accounts as per Ind AS. While preparing consolidated financial
statements, R Limited consolidated its components on a line-by-line basis

by adding together like items of assets, liabilities, income, expenses, and

cash flows.

R Limited seeks your advice on the accounting treatment in respect of the
above components for consolidation in accordance with the Companies

(Indian Accounting Standards) Ru‘les, 2015.

TP Limited is a hsted company engaged in the business of manufacturing

of kids garments under the brand name of MM. M/s. R & Associates,

firm of chartered accountants, are appomted as a Statutory Auditor of the
Company for the year 2023-24. CARis lookrng affer the audit of the
Company. During ‘audit, CA R observed that there sre number of notices
received from GST Department and Income Tax Department for various
issues. Further during plant v1s1t CAR observed that few ch11d labourers

are engaged in some of the activity. In response to the observation made,

. CA R followed the procedure as envisaged in SA 250, “Consideration of

Laws and Regulations in an Audit of Financial Statements”. According to
CA R, the provisions of SA 250 and the provisions of NOCLAR (Non-
Compliance with Laws and Regulations) under Revised Code of Ethics

are one and the same. Do you agree ? If not, give your comments.

XTF2 P.T.*. "
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(a) You are appointed as a Statutory Auditor of SDA Limited for the year

(b)

2023-24 in the place of CA T. During audit you found an order dated
01.05.2023 under section 148 of the Income Tax Act, 1961 wherein tax
of T 50 lakhs were demanded owing to undisclosed cash sales of X 150
lakhs for the financial year 2020-21 which was accepted by the company
and the applicable tax was paid by the Company during the year 2023-24.
The company has not recorded such undisclosed income in their books of
account during the year 2023-24. On further inquiring the matter with
CA T, you came to know that CA T resigned due to non-recording of
such transaction by the company. Is there any repoﬁing responsibility
casted on you regarding the above matters under CARO, 2020 for the
year 2023-24? - '

MNC Limitéd, is engaged in manufacture & sale of FMCG products. It
has manufacturing locations across various states in India and engages
dealer channels to sell it products. One dealer is appointed for each
district within the state and products are despatched from the nearest
manufacturing location to the dealer Considering the voluminous
transactions, MNC Limited has a robust ERP network, for recordmg the
transactions. As statutory auditors of MNC Ltd., your ﬁrm is about to
commence the current year audit. The audit team includes certain IT
experts and discussions are underway amongst the team members, As an

IT manager of the engagement team, éxplain the key areas for an audit
itor

to understand IT environment.

XTF2
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rtered accountant, is well known in the field

es at Income Tax Tribunal and does not

CA Kumar, a pmc(icing-clm
ring the long standing in the

of pleading of Income Tax ¢€as
rance services. Conside
ached by XYZ Limited to file an appeal in the

Demand of T 10 crore which was added

ehalf of XYZ Limited in the matter. CA
e structure :

provide any assu
field, CA Kumar is appro
gainst the Income Tax

onb
se with the following fe

Tribunal
by the CIT(A) and to plead

Kumar offers t0 accept the ca
The fees for filing an appeal and to plead at Income Tax Tribunal will be
higher of the following (a) or (b):
(0 < 5,00,000/-
(i) 10% of Tax Demand Reduced.

' f the Chartered Accountant

Comment on the act of CA Kumar in terms O

Act, 1949 and Schedules thereon.
OR

Yo-Yo Finance Limited is a NBFC-ML as per revised categoris‘at'i‘on of
NBFC done by RBL. YAK' & Associates, firm of chartered accountants,
are appointed as Statutory Auditors of the Company for the year 2023-24.
The audit team consist of CA'Y, 1 Audit Manager and 3 junior assistants.
The Audit Manager is ‘.r‘ec'exlltly appointed, .who is not having much
exposure in the field of Auditing of NBFCs. During the engagement team
meeting, the Audit Manager asked CA Y, regarding the audit procedures
;‘:’ul;‘i:;‘;e“;t:; :0 ;’eifs}’ \::et}l;:; ::: l::);esaid Company has followed
partner suggest any four

procedures to the Audit Manager.
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