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Instructions : (1) Attempt any two questions from Section-I. 
   (2) Section-II is compulsory. 

 

Section – I 
Attempt any two : 
1. (A) Define internal check. Explain internal check system for cash sales.  10 
 (B) Answer the following : (any two) 10 
  (1) Objects of Audit 
  (2) Continuous Audit 
  (3) Advantages of Audit Programme 

 

2. (A) State the provisions of Companies Act, 1956 regarding qualifications, 
disqualifications and removal of a company auditor. 10 

 (B) Answer the following : (any two) 10 
  (1) Appointment of Auditor 
  (2) Rights of an Auditor 
  (3) Special Auditor  

 

3. (A) Explain the meaning of vouching. What points will you consider while vouching ? 10 
 (B) How will you vouch the following ? (any two) 10 
  (1) Preliminary expenses 
  (2) Technical know-how 
  (3) Income tax refund  

 

4. (A) Explain duties and liabilities of an auditor regarding verification. How does 
verification differ from vouching ?  10 

 (B) How will you verify the following ? (any two) 10 
  (1) Goodwill 
  (2) Contingent liabilities 
  (3) Leasehold property 
 

Section – II 
5. In the following sub-questions, more than one answer is given out of which only one 

answer is correct. Select the correct answer. (any five)   10  
 (1) Debiting profit and loss account for rent paid for installation of machinery is 

_______.  
   (a) Error of omission (b) Clerical error 
    (c) Error of principle (d) Compensating error 
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  (2) Which one of the following is not correct in regard to the rights of an auditor ?  
   (a) Right to attend Board of Directors’ meeting 
   (b) Right to receive remuneration 
   (c)  Right to be indemnified 
    (d) Right to get “Expert Advice”.  
 (3) Which one of the following is not a relevant voucher for vouching of “Proceeds 

from sale of fixed assets” ? 
   (a) Correspondence with buyer  
   (b)  Sales Invoice 
   (c) Bank Passbook 
   (d) Receipts issued by the purchaser of fixed assets 
  (4) Public deposits are disclosed in the Balance Sheet as  
   (a) Unsecured loans (b) Secured loans 
   (c) Current assets (d) Investments 
  (5) Statutory Auditor submits his report to _______. 
   (a) Management (b) Shareholders 
   (c) Government (d) Creditors 
 (6) The first auditor of the company is appointed by the Board of Directors within 

_____ months after its registration.  
   (a) one (b) two 
   (c)  three  (d) five  
 (7) _____ is an examination of entries in the books of accounts with documents and 

other evidences.   
   (a) Voucher (b)  Vouching 
   (c) Test check (d) Internal check  
  (8) _____ audit is carried on by the employees appointed by the business unit. 
   (a) External  (b) Internal 
   (c) Statutory (d) Auditing in depth 
  (9) Which of the following is not considered a disqualification of an auditor ?  
   (a) If the Chartered Accountant is also an officer or employee of the company. 

   (b) If the Chartered Accountant is indebted to the company for ` 10,000.  
  (c) If the practicing Chartered Accountant is holding a certificate under the 

“Restricted Auditor’s Certificate Rules, 1956 (Part-B states). 
  (d) If the Chartered Accountant is a partner or who is in the employment of an 

officer or employee of the company. 
  (10) Verification does not include 
   (a) Purchase  (b) Fixed Assets 
   (c)  Current Liabilities    (d) Current Assets  
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