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PART -1
SECTION — A
Integrated Cage Scenarfo — |

ey ST
tech compey SPPERTEE

AT Solutions Ltd. (ATS) is a rapidly growing, unlisted 2= =2

. o ik s szros % "’""»f‘ 3

In providing cloud-based software services. The compza) s oo
L = ~ (CTC 0 s

ago by two visionary co-founders, Mr, RV (CEOQ) 2% Mz, AG (C1U), wHo 220

serve as the key members of Those Charged with Govemznce (TCY G).

CA RM is the Engagement Partner for the zudit ©

T -} y
9.5 e TOE A O

Ol S Daaell)

ending March 31, 2025. Your firm, RM & Associzies, D25
auditors for the last three years.

key 15sucs am OQOSEIYZH0S
J

During the audit, your team encounters the following

A new PoLCY WZS

o  ATS earns revenue primarily through subscription SETViCes. A DEW POLCY Was

implemented in the current year, effective from April 1%, 2024, to recognize

b - sie a
P Ity |
e =z

revenue from multi-year contracts on an accelerated basis in the mmial ¥ezT.

=

deviating from the previous practice of straight-line recognition over <

o~

contract period. This change was not communicated to your firm beforehznd

AN

14

and resulted in a significant overstatement of current year revenue DY

crores, which is both material and pervasive amount 10 the financizl

1

statements. The company’s previous policy was in line with zpplicadls

Ll

accounting standards. When you raise this matter with the management, they

insist that the new policy better reflects the value derived from the initial

=1

customer onboarding efforts. The management refuses 1o revert to the

—

previous policy.
NHA1
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NHAL
al AVONIEY, CORRRHE OF 8pociy| g

AT holdy & sl amount oF PRase o
N N | | ) 'l
The physical cortfioation was vonducted by the companyy
SAOVRE companenty, The PRy o
\ March 31, 2008, Howevet, the auditor was not able ¢
inmal eam on Manch 31y =

LES L N

deminute travel testriotion on the qugj,
absenve the stock count due 10 @ lastminute travel rest

wanm, Upan inquiy, the nanagement provides 8 stgned stoek count sheet gy
& Vvideo reconding of the connt, Your team pertorms alternative proceduroy,
including tnspecting subsequent sales invoices and conducting & review of (he
lnventony movement revonds, The inventory balance is T 244 lakhs, which g

-

DOt matenal o the financial statements.,

Your team identified a significant transaction where ATS provided a loan of
¥ 20 crores o a subsidiary company, “ABC Solutions Pvt. Ltd.”, which is a
related party. The transaction was approved by the board but was not
adequately disclosed in the draft financial statements. When confronted, the
management explained that since both the companies have common
ownership and control, they did not deem it necessary to disclose the

transscton, believing it was an internal matter.

A former employee has filed a significant lawsuit against ATS, claiming
intellectual property theft. The claim amount is T 6 crores, and the legal
counsel has advised the company that the outcome is highly uncertain, but a
potennal liability cannot be ruled oﬁt. The manngenllent has provided a
contngent liability note in the draft financial statements, but it only mentions
the lawsuit without quantifying the potential financial impact or detailing the

nature of the claim, stating that they do not want to alarm potential investors.

NHAI1
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Your firm recently hired & now articled assistant, Mr, fy M0 18 4 dens
relative of the CHO of ATH, Mr, A was initially sssigned 0 the gu64
engagement, This relationship wag not disclosed by the audit firm, 204 the
firm’s quality control procedures failed to identify this potential thres +,
independence, The engagement partner, CA 1M, only becaine awsee of thi
fact during the final review meeting, The audit fieldwork is comgles,
However, CA RM has applied the appropriate safeguzrds.

Based on the above facts, answer the following Q. Nos. 1 %0 6 by choosing ¢z
most appropriate option :

Based on the auditor’s observation regarding the new revenus recognition

policy, what type of audit opinion should CA BM issus on the finznciz!
statements of ATS ?

(A) Unmodified opinion, as the change is mznzgement’s discration.

(B) Qualified opinion, because the finzncizl stztements zr 121l

e TSt e

misstated due to the non-adherence to the previous zccounting policy.

(CYy” Adverse opinion, because the materizl misstatement fom the ¢k
revenue recognition policy is pervasive.

(D) Disclaimer of opinion, due to the mznagement’s refusal to comect
misstatement.

-
T

-——

Considering the issue with the physical verification of inventorv

most appropriate course of action for the auditor ?

(A) Issue a Qualified opinion as the inventory bzlance is not 1=1

alternative procedures were performed.

|
|
i

-~ et . et

(B) Issue a Disclaimer of opinion since the auditor could not obs
physical count.

{(’l!.

2
e

NHA1
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: {8 of Matter paragraph,
(C) Include the matter relating to inventory in Emphasis of Matter paragrap

< ghe ider the audit
(D) Since the inventory is not material, the auditor should consider (l L

to be complete without any modification to the opinion.

3. In the context of the related party loan transaction with ABC Solutions Ltd.,
what is the auditor’s primary responsibility ?
(A) To issue a Qualified opinion with respect to related party transaction,
(B) To report the matter to the Serious Fraud Investigation Office (SFI10)
under Section 143(12) of the Companies Act, 2013.

(G) To assess if the non-disclosure constitutes a material misstatement and, if

so, to request management to disclose it.

(D) To issue an Unmodified opinion with an Emphasis of Matter paragraph

to draw users’ attention to the non-disclosure.

4. What should be the auditor’s conclusion if the management refuses to disclose

the pending litigation ?

(A) The auditor should include in Othe1 Matter Pangmph regarding the
uncertainty of the pending litigation.

(B) The auditor should issue a Disclaimer of opinion since the outcome is

uncertain.

(€) The auditor should include an Emphasis of Matter paragraph in the audit
report to highlight the uncertainty regarding the pending litigation,

(D) The auditor should express an Unmodified opinion as the management

has provided a note on the contingent liability.

4 NHA1
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What is the most appropriate safeguard that CA RM should apply upon

discovering the rﬂletmnsh:p between the articled ass;stant and the CFO ? 2

(A) The audit report should be Qualified due to a lack of auditor

independence,

(B) The articled assistant should be immediately removed from the audit

team, and the work performed by him should be re-evaluated and

re-performed if necessary,

(C) The firm must resign from the engagement immediately as the

independence is impaired.

(D) The firm should inform TCWG bf the situation, and an Unmodified

opinion can be issued if the work performed by the articled assistant is

not E‘}%ﬂl}

Which out of the following is not the auditor’s responsibility concerning the

internal uo ATS in respect of related party transaction ?

(A) The auditor is required to report on the internal financial controls over
financial reportit o (ICF ) as per the camEies-Act,zms.
t a materis weakqu__;antemal control related

.-;i_w‘ . i: [ransa .Uﬂso

to revenue(e n and relat
) M___ cant deficiencies in the

: (xiii) of CARO 2020.
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Integrateq Case Scenario — II

i in providing assurance
LMN & Associates, Chartered Accountants, a leading firm 1n p

: : A . The audit team hag
SCIVices, is in the course of finalizing various audit assignments

5 audit assistants i addition to the engagement partners.

They are appointed as statutory auditors of DEF Finance Limited for‘the F.Y. 2024-
25. This is an Investment and Credit Company (ICC) incorporated in March 2020.
The company has total assets of 2 1,200 crores as on 31% March, 2024, with
financial assets constituting 65% of total assets (netted off by intangible assets). The
Company’s income from financial assets is 58% of its gross income. The company
applied for RBI registration in April 2024 and currently has Net Owned Funds
(NOF) of ¥ 8 crores. The company has been operating without RBI registration

since inception.

LMN & Associates are also the statutory auditor for the F.Y. 2024-25 of SH
Finance Limited; a Non-Banking Finance company registered with RBI under the
Middle Layer category. The company is primarily engaged in providing loans and
advances to small and medium enterprises (SMEs) and individuals, During the
course of audit CA L, the €ngagement partner observed that the company has
classified a demand loan of ¥ 3.8 crores to RR Tra&ers as NPA. This loan became
NPA on 1 September, 2023. The estimated realizable value of security is ¥ 2.2
crores and the company has made a provision of ¥ 1.6 crores (X 1.6 crores = 100%
of unsecured portion). He also observed that the company has invested in approved

liquid assets worth X 45 crores and held them in safe custody at its own premises. -
(= - NHA1
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€ audjt Process of the above companies, the engagement partners have

assigneq
l . . [ [] . ]
e resp()llSlbili(y of various areas to the audit assistants including signing

of dog
un] . .
S on bepg)p of the firm where need arises keeping in view the

CIariﬁca .
tions -
1SSued by the Council as envisaged in the provisions of Chartered

ACCOunt
ants
Act 1949, o, of the audit assistants has signed the following

Ocments
and ¢ ' inanc
onducted under mentioned jobs during audit of DEF Finance Ltd :
M) Iss
tes to accounts ang cash flow statement ultimately finalized for
Onward Submission_

(i)  Askin
f . .
& Tor information of issue of questionnaire.

(i) Acknowleqg;
wled . .
ging and carrying routine correspondence with clients.

(iv) Issued
non-fi i .
nancial report €Xpressing professional authentication.

not formally documented or authorized through a defineq approval pro
cess.

During the course of audit of Global Reach Ltd, an Indian parent company, C
any, CA L

prepares the consolidated financial statements for the year ended 31 March,
arch, 2025.

In his opinion the following informations given in the noteg to the separate f;
Inancia]

statement need not be included in the consolidated financia] Statement ypq IN
er IND

AS 110:
NHA1
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(i) Source from which bonus shares are issued (e.g. capitalization of profits or

reserves or from securities premium account).

(i) Disclosure required under Micro, Small and Medium Enterprises

Development Act, 2006

(iii) Disclosure of all utilized monies out of the issue indicating the form in which

utilized funds have been invested.

(iv) Eamnings in foreign exchange classified as export of goods not calculated on

E.0.B. basis.

Based on the above facts, answer the following Q. Nos 7 to 12 by choosing the right
option :

7 What is the minimum NOF requirement that DEF Finance Limited must

achieve by 31% March, 2027 7 2
(A) 2 crores

(B) 7 crores

(C) 10 crores

(D) 8 crores

8. For the loan of T 3.8 crores to RR Traders, what should be the correct asset

classification and minimum total provisioning required for F.Y. 2024-25 ? 2
(A) Sub-standard Asset with provision of T 1,98 crores

(B) Doubtful Asset with provision of T 2.26 crores.

.(C} Doubtful Asset with provision of ¥ 2.04 crores

(D) Loss Asset with provision of ¥ 3.8 crores
a NHAL1
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9. During the audit of DEF Finance Ltd, which aCtiong of

the
regarding signing of documents and conducting of jobg sho,

ﬂll(“l l

W8l

UPpies,.
the engagement partner as correct T Ppr UVQ(] by

(A) (i) & (i)
@) (i) & (iii)
(C) (iii) & (iv)

D) () & (iv)

functional, operated and not disabled ?
(i) Controls to ensure that User IDs are assigned to each individual

employee and that User IDs are not shared among multiple users,

(i)

Controls to ensure that the audit trail data is encrypted using advanced
Cryptographic algorithms,

(iiﬂ/Controls to ensure that changes to the configurations of the audit trail are

authorized and logs of such changes are maintained.

i : hysically
(iv) Controls to ensure that all audit trail reports are printed and phy

stored in fire-proof cabinets.

a
NHA1 .-
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N i
Choos€ the correct option from below :
A d

@A) () & (D)
@) (i) & (i)
© & (iii)
D) (iii) & (V)

Which of the following informations given in the notes to

. : the
financial statement need not be included in Global Reach Lt SCParate

consol;
financial statements under IND AS 110 ? Solidateg

(A) (1) & (i) ~ ” !
B) (i) & (iii)
(€) (i) & (V)
(D) (@) & (iv)

What should be CA L’s observation regarding the custody arrangen‘]em of
investment made in approved liquid assets held by SH Finance Limited ? !

(A) The arrangement is acceptable as approved liquid assets can be held in
company’s own custody.

(B) The company should lodge in safe custody these liquid assets with 2
designated scheduled commercial bank ‘as required by the NBFC
Acceptance of Public Deposits Directions and also should obtain
certificate from RBI to that effect.

(C) Safe custody arrangement is not relevant for audit purposes.

: : , gre B
(D) Approved liquid assets need not be lodged with banks as the) ‘
free assets. :

NHA1 i
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13. Mr. Verma, the CTO of a mid-sized technology firm, has received an urgent

14.

alert from his network monitoring dashboard: the company’s customer portal
is responding extremely slowly and, within minutes, becomes completely
inaccessible. The alert appears to originate from the firm’s own IT systems
and even displays familiar company branding and language in the notification.
Concerned about a potential server malfunction, Mr. Verma contacts the
operations team — but they report no hardware failures or software errors.
Meanv-\(ﬁiijé; customers flood the support line, complaining that they cannot log
in or place orders. Real-time charts on the dashboard show an enormous surge

of traffic — far beyond normal usage patterns.
Based on the above scenario, which type of cyber-attack is faced by the firm ?
(A) loT-Based Attack (B)Spoofing Attack

(C) Denial-of-Service Attack (D) Identity-Based Attack

ABC Ménufacturing Ltd. operates a large factory employing 1,200 workers.
Over .tpe past year, management has introduced new Shift schedules to meet
rising demand. However, production targets have pushed some line
éupervisors to require employees to work extended hours, routinely exceeding
12-hour shifts with only 15-minute breaks. Several workers have complained
of chronic fatigue, frequent musculoskeletal injuries and lack of time for rest
or family commitments. A small group attempted to form a workers’
committee to discuss these issues, but were told by management that any
“collective. gathering” would hamper productivity and could lead to

disciplinary action.
NHA1
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ARG Manutieiin LA bonid ot diveston tin ke yhi
wovial pant aasenament and whether the COIMBIIY poligjey ch.‘i | ‘v.rm""“"lh‘.
Carpaotaie sovtal Rerponsibitity (C8IR) paldaline, i) Wifie m
\\;\S‘\‘\‘ on the above wm\m‘lu. which |\\‘ll\‘»“|\|“ I nol l'“'“l!. "‘“W;
oy
Company Vo g

) o \ W A
() Prineiple § = Respoet and Promote Human Rigly

\ y Y e Y \ : TS ' -
() Principle 8 Promote inclusive prowth and equiinhe ovoloy),
10D

ni
\ ) Wy N i ' Vo )
() Principle 3 = Promote well-being of all Employeey 1y

Muding thosg j, "
s

Value Chain,

. N D ANQINEN St Q@ g w Y "
(D) Principle 4 = Respect fo stakeholders' Interests and Rcmmmclwnm

~A T i experience of 3 years in practice .

CA H. with an exg y practice, has recently joineq 8 4
partner with JP & Associates, Chartered Accountants. He is making ¢fforyy,
increase his professional income by taking up various assignments, Some of

the areas where he has engaged himself are as under :

(i) He is a part time faculty for the Live Virtual Classes run under the acgs

of the Institute for CA Students.

(ii) He is also a lecturer of Management Accounting in onc Private

\

University in his locality.

d Edu
(iii) He is providing tutorship to Class XII Commerce students of Goo

Public School run by G H Educational Society.

rtfolio
h : e : dvances pO
(iv) He is providing consultation for recovery of loans and 2

of MM Bank Limited.

‘NHA1 I
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of his firm is of the view that all these assignments which

enor PE i 1 of the Council
re speciﬁc and prior approval of the Council and that

, H has taker VP requi
C

ca H wil
taken SUCh app
¢ above, which among

: fessional misconduct as he has not
be guilty of pro
be deemed to A

roval.
st the four activities require specific and

Based on th

i1?
prior approval of the Council

(A) () & (ii)
@y (i) & (i)
©) (iii) & (V)

@) (i) & (V)

NHA1
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NHA2
Total No. of Questions — 6 :
s Total No. of Printed Pages — 16 ' .~ Maximum Marks — 70
GENERAL INSTRUCTIONS TO CANDIDATES
The question paper comprises tWo parts, Part [ and Part II. ;
ns (MCQS)-

W

~ answer books with OMR cover page to t

10.

11.

Part I comprises Multiple Choice Questio

s which require descriptive answers.

uestion paper relating to both the parts: If-you have not

Part Il comprises question

Ensure that you receive the q et 1¢!
received both, bring it to the notice of the mv1g;la1:or.

Answers to MCQs in Part I are to be marked on the O
cover page of descriptive answer book only. Answers to .ques'
written in the descriptive answer book. Answers to MCQs, if writt

answer book will not be evaluated. S
OMR answer sheet given on the cover page of descriptive answer

only for all candidates, including for Hindi medium candidates.
The bar coded sticker provided in the attendance register,

the descriptive answer book. : S o R
You will be allowed to leave the examination hall only after the conclusion of the exam. If
in in your seat till the conclusion of the exam.

you have completed the paper before time, rema
Duration of the examination is 3 ‘hours. You will be required to submit the descriptive
he invigilator before leaving the exam hall, after

MR answer sheet as given on the
tions in Part II-are. to be
en inside the descriptive

book will be in English

is to be affixed only on

the conclusion of the exam.
The invigilator will give you acknowledgement on
receipt of the descriptive answer books Aand B.

iy help or defying instructions of the

Candidate found copying or receiving or giving an
invigilators or having / using mobile phone or smart watch or any other electronic gadget

will be expelled from the examination and will also be liable for further punitive action.

Page 2 of the admit card, upon

| PART-II 70 Marks
Question paper comprises 6 questions. Answer Question No. 1, which is compulsory
and any 4 out of the remaining 5 questions. g o <k o :
Working notes should form part of the answer.

Ansvyers 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.

CNHAZ: - P.T.O.
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PART -1
SECTION - A

DEF Apparels Ltd. is a manufacturing compaﬂW Htor
7 - W Zﬂd
a global outreach. The company appoints CA Y as the

e following
£or the F.Y. 202425, During the audit, CA Y encountered ﬂ]vig'{/y

issues :

(1) Thmnj’_has_ala:ge manufacturing facility with Fixed Asseis
of the value of ¥ 250 crores, which constitutes 60% of the total
asmas significantly damaged in flash floods during
the year. Management refused to allow an independent valuer 0

assess the damage, claiming internal estimates are sufficient. The

company has not made al;ly provision for impairment despiie visible
&

—_—
damace to machinery and buildings. Insurance claims are p<nding

with disputes regarding coverage.

(2) The ¢ _company has entered into multiple transactions with related

partles totaling ¥ 120 crores during the vear. However. the

management has refused 1o provide complete
regarding

documeman‘on

these transactions, citing conﬁdenua]m

agreements. The
audit team was denied access 1o board meeting

mmma

the above SCenarig

S.
On the basis of opinion decided by CAW‘;
drafi the

Oplmon and Basis of Opinion aragraph to he

m t
n 4 =2
Audlt Repo

th
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(b) AXO Automobile
appoints WYZ & Co. Charte

the financial

during the course of audit

A W is of the 0 inion that the above mi

3)
NHA2
s Limited, a leading manufacturer of electric vehicles

red Accountants as the statutory auditors for

year ended March 31, 2025. CA W, the engagement partner

identifies the following misstatements :

rent income has not been recorded due to

An amount of T 4 lakhs of

oversight.
—

6 lakhs pertaining to F.Y. 2023-24 has been

in F.Y. 2024-25.

charged to Profit and Loss Account 1

rojected misstatement

In a sample testing of warranty provisions, p

An expense of ¥

isstatements need to be rectified

S

g/,;,,_,,z,f |
' f the company. The management

to portray the correct financial results o

ake the necessary corrections on

of AXO Automobiles Ltd. refused to m

ention that these amounts were not d@_{@_i_tl_&@@_&i@._the

‘the cont

company’s turnover of ¥ 250 crores.

With

reference to the relevant Standards on Auditing analyze the

cir

cumstances faced by CA W and guide him how he should evaluate the

effect of these misstatements which are not corrected by the management.

e

What communication requirements are appllcable for the auditor in this

situation ?

—

NHA?2 o i
5 P.T.O.
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jy ts operations 4 5

anded 1 O

\y/XL Z & Co., a mid-sized audit firm, has recently exp Ll
4 ke on sever the growmg worklo:

and taken on several large clients. To manage e =
on31b111t1es for _

firm’s CEO has delegated operam '

se—— T— ever, certal
quality control system to two senior W |

N
\ gﬁ s T e

‘ : in bringing in
é:\ (1) One of the partners, though commercially successful 11

ence in audit quality oversight.

{é\ new clients, has limited experi
v@ g,-.. B—

L
g’ (2) The firm’s new incentive system heavily rewards p =
ed on with little
N based on fevenue generation and W with 11182
&-C_——_——_‘_\'i — 1
empha81s on audit quahty or compllatloif w1th professmna

artners and staff

standards.
pe—t

-(3) Dueto rapid ex pansion, th the' firm has allocated most of its resources

towards marketing and client dev_elopment. ,
-{‘—A— S s — e = y )

—

The aforesaid concerns reﬂeet on which e element of quality control within

—

the ﬁrm as per SQCI ? What are the con51derat10ns one should exercise

to ach1eve > quality in all the engagements that the firm performs ?

2. (g)/M/NP Manufacturing Ltd a listed company with a turnover of < 2,500 5

———
crores appomted three joint audltors CA Anil & Assoc1ates CA Raman

& Co. and CA Reena & Associates to undertake the statutory audit of the

company. The joint auditors divided the work amongst themselves in

accordance with SA 299. CA Anil & Associates were reSpon51b1e for

fx/eci assets and relateclcgplemitgn CA Raman & Co. took the area of

cash bank and investments and CA_ Reena & Associates handled

’ IHVCHtOI Yy and receﬁtvables.
-_ -
"

NHA2
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At the Annual General Meeting held on 30”" September 2025, the

Company decrded not to reappomt CA Reen
A observatlons regardmg valuation of

a & Associates due to

d1sagreements over certain audit
e e et
| resolution appointing CA

mWe shareholders pW

Neha & Associates in place of CA Reena & Associates while retaining

———— .»“_r#’ﬂ’_‘

‘the other two joint auditors — CA Anil & Associates and CA Raman & Co.
¢ ; = = e

med1ate1y upon rece&g__tlle

‘ COmpany S appomtment letter and a certlﬁcate regawm
— e

provrslons of the Compames Act 2013. However s

- CA Neha accepted ‘the appomtment im
y—’—————"/rﬁ__—————————

he later discovered. -
___’_,d

—

e to the shareholders
that the comIMd not sent any specrxil,r)gtl,ce

regardlng her appomtment as requrred under the Compames Act, 2013,

eena. & Assoc1ates had not been given an

She also found that CA R

SN

—/—\__\—u
opportumty to make representatlons to the shareholders regarding her ‘

non—reappomtment

e

Analyze the profess1onal conduct of CA Neha m l1ght ‘of the

o k; JE— T
W@ Cf provisions of the C _dTAcc ntants Act, 1949 and Schedules
. thereto. : o ‘

MU have been appointed as internal auditor of a Company

~____p-——’/—_"—_‘ .

o manufacturing and trading in Chemicals. You have asked your team to
review the mtemal controls and get the first hand lnformanon of each

—

department and the1r heads and ‘note their respectrve roles in the

company ’s procurement and inventory processes.
\pge—— = = —

NHA2 P.T.O
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Your team has observed that —
< he promoter,ilfi

(i) The Head of Purchase department, a relative of ,t

&1 s sanctionlng
for several years been in-charge of purchasing and _

payments, without allowing anybody to question him.
//

.. st of the
(i) There has been no rotation of duties for several years of mo :
” s a good

employees, in particular, the Chief Accountant who ha

rapport with majority customers.

© (iii) The Storekeeper also has not kept adequate stock records since he

—

joined the company without carrymg out M erification 0 of the

assets.

Analyse the spec1ﬁc violations of the principles of an adequate internal

(_

check system Evaluate how these control deﬁmenmes 1rrd1My and
— .

collectlvely, increase the 1nherent and control risk for the entlty

for the quarter ended 30“‘ September 2025

C:—T*'—"
During the revrew the engagement partner CAR, explamed to the audit

—— —

team that unlike a full- -scope audlt a review prlmarlly relies on inquiries

an analytlcal procedures to obtam limited assurance about whether the

e —

o
financial reporting framework.

—_— e ———

Explam hovu)\rform1ng analytlcal procedures a351sts the practltloner in a

. .
review of financial statements.

—"

NHA2
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3, (n)}t The Comptroller and Auditor General of Indin (CEAG) appointed %
M/s, VR & Armoclulw, o firm of Chartered Accountants, to conduct the
audit of Smmhlnc ll(l.. a Public Sector Undertaking (PSU) under the

(iovummnl ol Indin and intimated to the aud;tom about thc following
concerns in reapeet of the PSU.
Sunshine Ltd, proposed to set up a gsolar pancl manufacturing project ih
North Gujarat with an estimated cost of 2 5,750 crores, which included
v 2,000 crores carmarked for Research and Development (R&D). While
all approvals, dowmenlutnon, and statutory requirements were duly
complicd with, the C&AG expressed concern that the proposed R&D
c\pendntune appeared wasteful and lacking justification on the tests of
public interest, as several established companies were already engaged in
similar activities in that region.
Identify the type of audit that the C&AG expects M/s. VR & Associates
to eollrduct in this context. Also, explain the principles of this audit.
QaJ/CA Amit, thc audltor of KRT Pvt. Ltd, also undertakes statutory 5
N comms retatcd to lncomc Tax, GST ~and MCA for‘the client. For

e e e

anymg out the compliances within the time limits KRT Pvt. Ltd

\\‘5\ transfers ¥ 3,00,000 to CA Amit with an email that clearly earmarks the

C‘é«

utlllzauon of the said amount :

ongomf, audlt and taxatlon work

2) %1 Mwuhzed to make statutory payments of TDS,

GST MCA filings and DIN renewals fallmg doe w1thm 1 month

——

CA Awf}yes the above amount of ¥ 3,00, OOO in h]S regular savmgs

T

account

= | NHA2 e kg . PT.O.
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hat fall

t
payable and T 60 000 agamst GST llablhty on the due dates

nt.
vuhm 1 month from the date of recelvmg the money- from the che

The ‘balance ¥ 70,000 pertaining to MCA filings and DIN renewals was

hlS ofﬁce rent of X 40 OOO from thls amount and dep051ted it back in that

§- < deposited after 3 months due to portal issues. In between, CA Amit p_a_u’(’i/_

N
account w1thm 2 weeks.
i 1 £ WEEKS.
Analyse the act1ons of CA Amlt and comment w1th reference to the

Chartered Accountants Act 1949 and Schedules thereto.

(c)/ Everfresh Beverages Limited has recent_lmple\mented Rohotjc Process

Automation (RPA) across various business processes to enhance

operational efficiency and reduce manual errors. The company has

deployed RPA bots in key areas, namelTI,Tnv—owe processmg, payroll

generatlon and purchase order processing. This has resulted i in s1gn1f cant -

time saving and improved accuracy in routine processes.

As the statutory auditor of Everfresh Beverages Limited discuss the key
/’——“K‘ D e
audit implications and the common risks associated with RPA.

(a) CA Rohan is the engagement partner for the audit of Horizon Ltd.’s ‘

complete set of ﬁnanc1al—stfatements for the year ended March 31, 2025

—_——
During the audlt he identified a material misstatement concernmg the

-valuation of a specific class of inventory. As a result, CA Rohan

—
concluded that it was necessary to express a qualified 0p1n1on on the

—

complete set of ﬁnanc1al statements.

" NHA2
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Subsequently, Horizon 1id, prepared summary financial  statermarssy

derived f‘mm 1'hcst, nuditul {mmwtn! siatements nnd n«qm-wu/; C s Vipan
to tssnc n wpmt on thun Aﬂcr P
hat the smnnmry fm,meml statements are camsistent, i

erforming ttw reqmrcd fm,r/,du,”} CH

Rohnn is sntlsﬁcd 1
nll mmcrml rcsp_cets,vwllh the ,mdtlul fm'm(,ml statements, in acundzne

wnh the npphcd criteria.

of rclcvant SA, advise CA F.ohan on the

(i) Bascd on thc rcqulrcmcnts_
e — kil idailongeotlichcosicicosnd
spcmﬁc addmonal dlsclosurcs hc must mclucifim auditor’s report on

thc summary t'nancnal statements conmderm;, the quahfxvd r;;:::, o

—r

on the audtted f’nanctal statcments
auditec 1M

(i) In the above case if the auditor’s repo

rt on the audﬁed finzncizal

statements contains an adverse report, then whlch addr,q%
T
losed_}n the auditor’s report 01 2

elements are required to be disc
EEEE—————— oy _ e

m/s Arora & Taneja, a firm of Chartered Accountants with four parmers.
n recognized for its strong commitment to proiessionz!

summary financial statement : -

has recently bee

development and communi service. During the F.Y. 202425, &2

following instances came to light during a peer review :

(1) Support to ICAI Progr ganizing Unit (PoU) :

The firm contributed funds to the “Financial Reporting Updz=

Seminar” organized by one Program Organising Unit of the ICAT
-— ~ = - =

The event had prior approval from the CPE Directorate. and the

firm’s name was included among the sponsors in the ofiicisl ICAI
circular and event signage.
A b

N H;."\z I)‘]:~ O~

th



X
@ﬁ

e

Downl oad froqliast.edu.i

(10)
NHA2

(2) CSR Activity by Partner :

X

©

<—

One of the partners, CA AnJa11 TaneJa personally fi nanced a Clean

% Water Drive under her company’s CSR initiative. The posters and
\\

“banners dlsplayed the following :

“An initiative supported by CA Anjali Taneja (Partner, Arora &

‘Taneja)” [Firm’s logo was dlsplayed at the bottom corner of the

banner]
—

Analyse the professional and ethlcal 1mphcat10ns of the above situations

in llght of the ICAI Code of Ethics.
———\

Global Techno Systems L1m1te 's among the top 1000 listed companles

in the country The company is preparmg and presenting its Integrated

Report in line with the. 1nternat10na11y recognized Integrated Reporting

Framework. The company continues to allgn its BRSR disclosures with

1ts,lntegrated Report to demonstrate how it creates value over the short,
e —

medium, and long tenn through effectlve use of the six capltals
Enntiton’ & _

company

(i) The company has 1mplemented a structured leadership development

o

W

/Xo\”]\.

S e

programme for its _employees across all divisions. This 1n1t1at1ve
L % g1 cvisio

T

focuses on enhancmg _professional skills, 1nnovat10n capabilities,
~ ————

~and ethical decision- -making, resultmg in . im roved employee

o
engagement and alignment w1th the organization’s long-term

’ strategy

<

NHA2
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(i) The company has commissioned a new, fully automated production
ped with_ modern machinery and smart control systems.

line equip -
< This has s1gmﬁcantly 1mproved productlon “efficiency, reduced

“Xvﬂﬁastage ahd enhanced IQ_d_l_lC_t___guallty, leadmg Mﬁn

Ca\Q ’\k('nnpl Wormance
identify and explain which of the

stcussmg the above information,
grated Reportmg are bemg referred to at (i) and (i)

capltals of Inte

oitals ot 1ntc
respectively.
~— .

() You have been appointed as the statutory auditor of KYM Pvt. Ltd. for

" the F.Y. 2024-25. The company has a Paid-up_ camtal and Reserves &
ne F.Y. cVeA-2). v

Surplus of ¥ 2 Cr total bms of T 9 Z 9 Cr; total revenue T 9 Cr.
(excludmg revenue of ¥ 2 Cr from d1scont1numg__peratlons) _during

F.Y.2024-25.
You are required to state additional ma@/sg@@ as may be

- apphcable, besides the report u/s 143 of the Compames Act, 2013 with

regard to the followmg aspects :
(i) The company has incurred cash losses of ¥ 50 Lakh durlng

: F.Y. 2024-25 and % 75 Lakh during F.Y. 2023 24 with negative
workmgﬁcapltal The supphers have reduced credit period while

some customers have delayed payments beyond the credit period. A

fmtomers have been declared insolvent.

- (i) The _company has been contlnuously in proﬁts since 1ncept10n

Because of the losses ‘incurred during the last two FYs the

management suspected certain ﬁnanmal ~ irregularities.

Subsequently, a fraud was discovered through proper 1 mechanism

: and 'was being addressed by the management on certaln complamts

filed with them You have been mformed of such a case.

NHA2 P.T.O.
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(iif) The company has been awarded certain projects during F Y. 2023-

\ » s
24 of Metrolines, Monorail and Coastal Roads for which Lhe

company had borrowed funds ¥ 4 Cr. from-Bank. Metrolines and
(/-’—' -

Monorail were ongoing projects but the Coastal Road project was
b

yet to commence to-date and the amount unspent is I 4 Cr-

)
-

sanctioned for this project.
—

(iv) In the case of ongoing projects of Metrolines and Monorail, there

“was an unspent amount of ¥ 2 Cr. as on 31-03-2025.

Is there any reporting responsibility cast on you regarding the above

r s T — X
matters of KYM Pvt. Ltd. under CARO 2020 for F.Y. 2024-25 ? If

no, where and how the above matters would be dealt with in your

audit report for F.Y. 2024-25 7

(b) As the senior aud1t manager for “Alpha Tech Ltd.” 'a listed technology

company w1th s1gn1ﬁcant debt ﬁnancmg, you are planning the aud1t for

~—

the .financial. year ending. March 31, 2025. Your pr_ev1ous two audlts

—

resulted in an'unmodiﬁed opinion. However, the company has recently

been in the medla spothght due to allegations of mampulatmg share
prices and not d1sclos1ng all related party transactlons The company is

under intense pressure from external stakeholders to meet aggressive

earnings targets.

NHA?2
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During your preliminary risk assessment, you identify that :
. A significant portion of the senior management’s compensation is
tied to achieving unrealistic profitability targets.
° The company’s financial tesults show rapid, unusual profitability

compared to its competitors.

. A number of significant, complex, and unusual transactions

‘occurred very close to the year-end.

e  You also notice that there has been a hlgh turnover of senior

management and legal counsel in the past year.

~ Based on'the'abc_ive facts a_nd'with'reference‘ to relevant SA, you are

required to identify and explain the speciﬁcl fraud risk factors present in

the scenario that suggest a heightened risk of material misstatement due
to fraudulent financial reporting.

A wgﬁhaﬂered Acéountant Mr. P, is appranent -

retail chain to conduct “Mystery Audits” at thgﬁwm

—
........

- —
audit is to ewphance ~with - mternal policies--and-- service

/ .. .
standards. Mr. P acce ts the assignment and structures his professional
tandares. v - — accepts th

fees to be contmgent ent upon the number of operational lapses and non-
es 0=

comphances he identifies, with a hlgher fee for more significant findings.

o

Dlacuss’ﬂhethew is guilty of - professmnal misconduct under the

Chartered Accountants Act, 1949, w1th spemﬁc reference to the relevant 5

schedjles.

- NHA2 ] A S P.T.O.
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M/s. AKP & Co., Chartered Accountarts, ‘have been engaged by Tech
Systems Ltd. (TSL), a hsted company. eengaged . in cloud computmg
solutlons and enterprise_ software _services, to conduct a Due Dlhgence

Review in connection with its proposed acquisition of a 70% stake in
e o 6 . i K I s o
Code Technologies Pvt. Ltd. (CTPL), a fast-growing start-up specializing -

in artificial intelligence (AI) and data analytics.

The management of TSL believes that CTPL’s proprietary Al models and
client portfolio could provide significant strategic advantage, but its

finance and legal teams have expressed concerns regarding revenue |

projections, compliance with data protection laws, cybersecurity

regulations, and corporate filings.
You are the senior audit manager at M/s. AKP & Co. and are responsible
for planning and conducting the due diligence engagement. The audit

staff is new to this kind of work. You are required to explain the steps

involved in condugtmg due dlhgence o the audlt team

®)

SDI Bank Ltd. is ﬁnahzmg its financial statements for the year ended
31St March, 2025. PAM & ».Assomates, Chartered Accountants are
appointed statutory auditors of SDI Bank Ltd. for the financial year 2 2__(_)2_4—25.

. CA M is the engagem'ent pai'tner for conducting the audit.

Durmg the course of audlt the audit team seeks guldance of CAM the
engagement partner for the following obser ns me

conducting the audit of investments :

(1') The bank holds T 450 crores in government securities, ¥ 250 crores
in debentures, T 95 crores in shares and ¥ 75 crores in bonds.

Durlng the audit, it is notlced that the investment team comprising

' e Eoa
of 4 staff membeérs, is responsible-for all investment functions.

NHA2
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5 Bank Receipts (BRs) with other banks totaling T 35

(ii) - There are
year end. Out of these

..+ crores at the 3 BRs have been outstanding for

more than 8 months. /
course of audit that during the

observes during the
e-elassiﬁed Z 80 crore
HTM (held to maturity

jability Committee,

(iii) The audit team
year the Bank has r

s of investments from AFS

) on the basis of a

(available for sale) to
put without explicit

'resolutlon passed by Asset L
approval from the Board of Directors.
t CA M, the engagement p

ken to address each of

artner will

' OW procedures tha
these

advise the audit team to be underta

—_—

observatlons

RBR Infrastructure Pvt. Ltd. is b1dd1ng for a long-term government

PW wmart highways. As part of the bidding

pective Financial

dw requlred to present Pros

Information (PFI) for the next ﬁve years 1 to demonstrate its jnanc1al‘

- viability. CA J has been engaged to examlne the ProspectIVQ F inancial

- —

L
Information. While examining the PFI CA J observes that the

~ over five years, eventhough 1ndustry reports predlct a steady 6-8% annual

‘increase due to ’mﬂatlon. Further, _the company has based it
projections on the assumption that it will win two additi : revgnue
contracts, eventhough bids are yet to be submltted Elaborl.'::’:aal laie
-aborate -on the

OR
NHA2 e o RS g
. % | ~ P.T.O.
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PMP Industries Ltd. is a listed manufacturing company. CA F is the

statutory auditor for the F.Y. 2024-25. During the course of audit CA F

and his audit team made the following observations :
° Fictitious sales of T 20 crores through fake invoices
. Missing inventory worth ¥ 8 crores with forged records

On communicating the observations with the Management and those
charged with governance they refused to take corrective action. Instead of
making the corrections, the Managing Director threatened legal action if
disclosures are made in the Audit Report. The Board of Directors is
divided, with promoter directors supporting the Managing Directors and

others agreeing to the auditor’s contention.

Since the fraud is material to the financial statements, CA_F finds it

-

difficult to continue the audit engagement due to these exceptional
circumstances. State with reference to the relevant Standard on Auditing

the course of action CA F will take. '

NHA2
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