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1. (A) What is Auditing ? Explain advantages and disadvantages of Auditing and also 
describe Rights and Duties of an Auditor as per Companies Act 2013. 14 

OR 

  (i) Explain different types of audit and distinguish between Continuous Audit 
and Annual Audit.  7 

  (ii)  Explain the qualifications and disqualifications of an Auditor as Companies 
Act 2013.  7 

 (B) In the following sub-questions, more than one answer is given, of which you have 
to select only one correct answer : (Any four)  4 

  (1) Which of the following objects is one of the ‘Principal object’ of Auditing ? 

   (a) To verify the correctness of accounts of business. 

   (b) to comply with provisions of the Companies Act 

   (c) To detect errors and frauds 

   (d) To have control on employees 

  (2) _________ audit is carried on by the salaried staff appointed by the 
business unit.  

   (a) External  (b) Auditing in Depth  

   (c) Internal (d) Statutory 

  (3) When the Auditor checking of only few selected transactions, it is known  
as ________.  

   (a) Surprise checking  (b) Test checking 

   (c) Depth checking  (d) Routine checking 

  (4) 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 
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  (5) To whom, internal auditor has to submit his report ? 

   (a) Management  (b) Shareholders  

   (c) Company Registrar (d) Government 

  (6) Which one of the following statement is not correct in regard to the “Right 
of an Auditor ?  

   (a) Right to receive remuneration   

   (b) Right to be indemnified  

   (c) Right to get expert advice  

   (d) Right to attend the Shareholders’meeting 

 

2. (A) Distinguish between Internal Audit and Internal Check and explain the points to 
be considered by the Auditor at the time of starting the new audit.  14 

                      OR  

  (i) Explain the Internal control system for cash sales. 7 

  (ii) Difference between Audit Programme and Audit Note Book. 7 

 (B) In the following sub-questions, more than one answer is given, of which you have 
to select only one correct answer : (Any four)  4 

  (1) A plan prepared by the Auditor to carry out audit is called_________ 

   (a) Audit report  

   (b) Audit notebook  

   (c) Audit programme                                       

   (d) Audit Certificate  

  (2) Which of the following statement is objects of Internal control ? 

   (a) Detection of errors committed by the employees and to prevent them. 

   (b) Improvement in quality of goods or services provided to the 
customers. 

   (c) Quick information provide to Government. 

   (d) None of the above 

  (3) Which one of the following steps is not going to help in detecting the 
misappropriation of cash ? 

   (a) Rotating cashier’s work at regular interval among the employees 

   (b) Sending statements of accounts at regular intervals to debtors and 
creditors to obtain their consent regarding these balances. 

   (c) Daily balancing of cash book and comparison of the balance with the 
actual cash on hand 

   (d) Preparation of Bank Reconciliation statement 
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  (4) Which of the following statement is correct ? 

   (a) Internal auditor is allowed to attend shareholders’ meeting to explain 
his/her report. 

   (b) When the wages are being paid as per ‘piece Rate System’, accurate 
time recording is required. 

   (c) Division of work based on the level of intelligence and competences 
help to establish a good internal check system 

   (d) Only one trusted cashier to receive and record all cash transactions 
adds the effectiveness of internal check system 

  (5) The system, whereby work of one employee is subjected to an independent 
check by another employee is called______. 

   (a) Internal Audit  (b) lnternal Check  

   (c) External Audit (d) External Check 

  (6) In order to verify whether the internal check system in the organization is 
satisfactory or not, auditor conduct ___________. 

   (a) auditing in depth  (b) Propriety audit  

   (c) voluntary audit (d) Branch audit 

 

3. (A) What is vouching ? Explain points to be considered while vouching and discuss 
the duties of an auditor in regard to vouching.  14 

OR 

  How would you vouch for the following ? 

  (i) Cash sales and sales of investment.  7 

  (ii) Purchase of fixed assets and audit fee. 7 

 (B) In the following sub-questions, more than one answer is given, of which you have 
to select only one correct answer : (Any three)  3 

  (1) _________ is a relevant voucher for the vouching of transactions of ‘Sales 
return’ ?  

   (a) Credit Note issued to trader   

   (b) Credit Note issued to customer  

   (c) Debit Note issued to trader                            

   (d) Debit Note issued to customer 

  (2) Which one of the following is not relevant voucher for vouching of 
transactions of ‘Investment purchase’ ? 

   (a) Bank pass book   

   (b) Broker’s invoice  

   (c) Resolution of Board of Director’s meeting     

   (d) Purchase Note 
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  (3) By whom vouching is done ? 

   (a) By Directors  (b) By Company secretary  

   (c) By Accountant (d) By Auditor 

  (4) Which one of the following is not relevant voucher for vouching of 
transactions of ‘Cash receipts’ ?  

   (a) Receipt issued to customer   

   (b) Cash sales invoice (Cash Memo)  

   (c) Correspondence with debtors        

   (d) Letter of collection received from creditors 

  (5) _________ is an examination of entries in the books of accounts with 
documentary and other evidences. 

   (a) Vouching  (b) Internal check  

   (c) Voucher (d) Test Checking 

 

4. (A) Explain the differences between ‘Verification’ and ‘Valuation’ and also explain 
the Auditor’s duties regarding Verification and Valuation.  14 

OR 
  (i) How will you verify the Investments ? 7 

  (ii) How will you verify secured loan ?  7 

 (B) In the following sub-questions, more than one answer is given, of which you have 
to select only one correct answer : (Any three) 3 

  (1) Verification of assets shown in the balance sheet is done________.  

   (a) every year  (b) every two years 

   (c) every three year  (d) every five years 

  (2) Verification is a next step after________. 

   (a) Purchase  (b) Auditing  

   (c) Vouching (d) Sales 

  (3) Valuation does not include________. 

   (a) sales  (b) fixed assets 

   (c) current assets  (d) long term liabilities 

  (4) Which of the following point is not to be considered at the time of valuation 
of investment ?  

   (a) safety of documents  (b) Broker’s bill  

   (c) cost price of Investment (d) underwriting commission 

  (5) Which of the following information is to be considered for the valuation of 
bills receivable ?  

   (a) Credit sales amount  (b) Debtors amount  

   (c) Owners of bills receivable (d) None of the above 
______________ 


