AUDIT (CA INTER) MULTIPLE CHOICE QUESTIONS

1. The main objective of financial audit is
a) Expression of opinion
b) Detection and prevention of fraud and error
c) Designing internal control system
d) All of these

2. Auditor gives regarding the financial statements

a) True and fair view %
b) Correct view
c) Fair view Q

d) Completely true

3. Auditing begins where ends.

a) Selling
b) Inventory valuation
c) Accounting %

d) Purchase

4. Which type of organizations use auditing servi es.\
a) Non-profit-organizations %
b) Business
c) Governments
d) All of the above

5. Auditing should be c')

a) Independent
b) Compulsory \

c) On the request of goernment
d) None of the ab

6. Independence i
a) Indepe i
b) Ind ina
c) Beth d
"
7 digNaintains high degree of independence, it will result in
a)

ention of media
b) Reward by CG
¢) Enhanced reliability on financial statements
d) Good relationship with the entity.

earance

8. Auditor should have knowledge of
a) Accounting



9.

10.

11.

12.

13.

14.

15.

b) Auditing
c) Law applicable on the entity
d) All of these

Auditor should have communication skills in following areas:
a) Oral skills

b) Written skills

c) Both (a) and (b)

d) He does not require any communication skills %
Function of audit is to
a) Detect errors Q

b) Detect fraud
c) Safeguard the interest of stakeholders

d) All the above
Which is NOT the function of an auditor?
a) To give a true and fair view %

b) To take care of all the statutory acts applicable
c) To do arithmetic checking
d) To prepare accounts

The basic requirement which is absent is g |
a) Exact accounts @
b) Certainty in financial statements
c) Conclusive evidence

d) All of the above

Which of the following stateniept ¥s,not true

a) The auditor shall expkess an opmion on financial statements

b) Auditor’s opini ot guakantee to future viability of business

vention and detection of fraud and error in financial statements

c) Auditor is re§pons
d) Auditor amine whether recognized accounting principles have been followed
Audito e done by

a) AmRLo onalNaccountant

hartered accountant

L anagement accountant
A%gompetent and independent person
d) Ac

Which of the following is least likely to be required in an audit?

a) Test appropriateness of journal entries and adjustment

b) Review accounting estimates for biases

c) Evaluate the business rationale for significant, unusual transactions
d) Make a legal determination of whether fraud has occurred



16.

17.

18.

19.

20.

22.

It is not uncommon in auditing

a) Giving the satisfaction to the owner regarding the profits made
b) Protecting the rights of shareholders

c) Helping to give true and fair profits of the organization

d) All of the above

Auditing has all features except
a) Done every financial year
b) Based on conclusive evidence

c) Mandatory for companies ;

d) None of the above

The primary objective of the ordinary examination of financial statement b agzit i

the expression of an opinion on

a) The competence of management in accounting matters which is impli he opinion is
qualified or not

b) The conformity of the statements with the book of account <§

c) The conformity of the financial statements with generally acgépted a tandards applied on a basis
consistent with that of the prior year

d) The fairness with which the financial statements pres |

6% d results of operations
The principal objective of an audit is the exa on inancial statements of an enterprise with a

view for the auditor to form and express pe opinion on the truth and fairness for the

benefit of which one of the following?

a) The members

b) Corporate Governance

c) The Corporate Affairs Commissi

d) Government authorities

The factor which distinguisfles a& om fraud and other irregularity is

a) Whether it is a cause f the entity or employee of the entity
b) Intention

c) Materiality
d) Whether it is

the auditor or the client

ing, statement is TRUE?

itor is required for all types of entity

ors are appointed by an entity’s management

make a report for the baseline employees

itors work is to identify potential risk areas for a company

Pick the odd one

a) Those Charged with Governance
b) Management

¢) Employees

d) Auditor
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24,

25.

26.

217.

28.

29.

30.

Pick the odd one

a) Preparation of financial statements

b) Designing, implementation and maintenance of internal control system
c) Reporting on true and fair view of financial statements

d) Compliance with the applicable law and regulation

Pick the odd one
a) Balance Sheet

b) Audit Report
c) Profit & Loss Account
d) Cash Flow Statement

When the auditor is an employee of the organization being audited (Audit u classified as
a) Internal audit
b) External audit

c) Both (a) and (b)
d) None of these
Professional skepticism requires the auditor assume tha ementuis

a) Reasonably honest

b) Neither honest nor dishonest

c) Not necessarily honest

d) Dishonest unless proved otherwise

Professional skepticism requires that the \ml e indicating
a) lgnorant, Possible misstatements

b) Alert, Possible misstatements

c) Alert, Management bias

d) Ignorant, Possible misstatemen

Professional skepticismgi eing alert to, for example

a) Audit evidence that dicts @ther audit evidence obtained
b) Overlooking un I ances
c¢) Conditions aywindigate possible fraud

d) All of

d) Self-interest threat

If the professional becomes a witness where the part to litigation is his client, it will result in
a) Self- review threat

b) Advocacy threat

¢) Familiarity threat



31.

32.

33.

34.

35.

37.

d) Self-interest threat

If the auditor is having long association with client it will give rise to
a) Self- review threat

b) Advocacy threat

c) Familiarity threat

d) Self-interest threat

If the professional who is preparing the books of accounts is also auditing the financi ments, it

shall give rise to
a) Self-review threat
b) Advocacy threat
c) Familiarity threat
d) Self-interest threat

If the auditor is facing threat from the client to be dismissed if h fusg b S per their wishes, it
shall give rise to

a) Familiarity threat

b) Intimidation threat

c) Advocacy threat

d) Self-review threat ®

Standards on Auditing are applicable on
a) Auditing Engagement

b) Review Engagement

c) Assurance Engagement

d) Related Service Engagement

N

, the®auditor expresses opinion on
evwof financial statements
t view of financial statements
ration of internal control system
d) Bushess operation of the entity

Standards on Auditing are i
a) Accounting Standard Board
b) Quality Review Bo
c) Auditing & Assdfance
d) Board of St

Which of the following is not component of financial statement
a) Profit and Loss Account

b) Balance Sheet

c) Notesto Accounts

d) Board’s Report



38. Pick the odd one
a) Checking the vouchers
b) Preparation of vouchers
¢) Evaluation of internal control
d) None of the above

39. Which of the following is not type of engagement standard
a) Standards on Auditing
b) Standard on Quality Control

c) Standards on Review Engagement %
d) Standards on Assurance Engagement :

40. In which of the following engagement opinion is not expressed
a) Related Services Engagement

b) Auditing Engagement
c) Review Engagement
d) Assurance Engagement

41. In which of the following engagement an opinion is expr oma subject matter other than the
historical financial information

a) Auditing Engagement
b) Review Engagement
c) Assurance Engagement

d) Related Services Engagement \
42. Which of the following is not code of etliics

a) Objectivity
b) Integrity
¢) Communication skills \

d) Professional competenceand due c

43. Pick the odd one
a) Standards on Audhting
b) Standard on @

c) Standard % ¢ gagement
d) Stan O ce Engagement
44. Ho dards on Auditing have been issued
a) 3
b) 34
c) 36
d) 38

45. Standards on Auditing are
a) Mandatory
b) Optional
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c) Discretionary
d) All of these

General purpose financial statements are prepared as per
a) General purpose financial reporting framework

b) Special purpose financial reporting framework

c) Both (a) and (b)

d) None of these

Designing, implementation and maintenance of internal control system are the respo %f
a) Management of entity

b) External Auditor of entity
c) Both (a) and (b)
d) Internal Auditor of entity

c) Corporate entity only

48. Auditing engagement can be performed w.r.t.
a) Profit making entity
b) Non-profit making entity %

49,

50.

52.

d) Any entity &
Scope of financial audit is
a) Financial information
b) Non-financial information

c) Both (a) and (b)

b) Taxation

c) Finance

d) Taxation an ot
: S

d) None of these %
along with oth ch as accounting and law equips you with all the
knowledge that is required erN auditing as a profession.

a) Auditing

tion*Can effectively carry on its activities without the help of proper

increases the revenue earning capacity of the business

a) Capital expenditure

b) Revenue expenditure

c) Both (a) and (b)

d) Both (a) and (b) and deferred revenue expenditures
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55.

56.
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59.

60.

The purpose of providing depreciation is

a) Adherence to matching concept

b) Keeping the capital invested in fixed asset intact

c) Compliance with statutory requirement and presenting true and fair view
d) All of these

As per SA-200 “Overall Objectives of the Independent Auditor,” in conducting an audit of financial
statements, the overall objectives of the auditor are:
a) To obtain reasonable assurance

b) To report on the financial statements %
c) Both (a) and (b) above
d) None of the above Q

The auditor cannot obtain an absolute assurance dueto_
a) Lack of accounting knowledge

b) Lack of auditing knowledge
c) Both (a) and (b)

d) Inherent limitations of auditing

The auditor’s safeguard the auditor’s abili %&udlt opinion without being
affected by any influences.

a) Objectivity
b) Independence

c) Confidentiality
d) Integrity

SA Series 500-599 cover the aspects o

a) Introductory matters
b) General Principles and Responsibili
c) Audit Evidence

d) Audit Conclusion a ortin

spects of

SA Serigs 208:299 cover the aspects of
a) Introdugctory matters

b) General Principles and Responsibilities
¢) Audit Evidence

d) Audit Conclusion and Reporting

SA Series 600-699 cover the aspects of
a) Using the work of others
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63.

64.

65.

67.

b) Audit Evidence
) Risk Assessment and Auditor’s Response
d) Audit Conclusion and Reporting

The have been issued with a view to securing compliance by members on matters
which, in the opinion of the Council, are critical for proper discharging of their functions.

a) Statements

b) Guidance Notes

c) Standards on Audit

d) All of these

are designed to provide guidance to members on the matt may arise in the
course of their professional work and on which they may desire assistance ving"ssues that may
pose difficulty.

a) Statements

b) Guidance notes

c) Standards on Audit

d) All of these
Guidance notes are
a) Mandatory %

b) Recommendatory
c) None of these

Internal audit may cover the aspects \
a) Financial

b) Non-Financial

c) Both (a) and (b)

d) None of these \

Internal auditor is app

a) Management
b) The shareholder
c) CG

s determined by management

gtorship audit
audit
d) Bank audit

audit assists the management in finding out new ideas for marketing and other business
areas.
a) Secretarial audit
b) Insurance audit
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69.

70.

71.

72.

73.

75.

c) Internal audit
d) Taxaudit

An audit which is compulsory by law is called as
a) Government Audit

b) Internal Audit

c) Cost Audit

d) Statutory Audit

For which of the following entities statutory audit of financial statement is not conduc

a) Banking Companies %
b) Insurance Companies

c) Partnership Firm

d) One Person Company

Accounting and Internal Control system are the responsibilities of:
a) TCWG & Management of entity

b) External Auditor of entity
c) Internal Auditor of the entity
d) All of above

Compliance with Laws and Regulations which are applicalle ofthe entity, is the responsibility of

a) TCWG and Management of entity

b) External Auditor of entity &
c) Internal Auditor of entity
d) All of above

Which of the following is not basigypr
a) Integrity, Objectivity and Ind

b) Confidentiality \
c) Written Representati

d) Audit Planning
Which of the fol basic principle of auditing

a) Audit Docu i0

iple of auditing

lowing is exception of confidentiality by auditor

itted by client to disclose any information

b) If there is any legal professional duty of auditor to disclose any information
c) Both (a) and (b)

d) None of these

Auditor must have sound knowledge of
a) Accountancy
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b) Auditing
¢) Client’s Nature of Business
d) All of above

As per SA 200, which level of assurance the auditor shall obtain that financial statements are free from
material misstatements

a) Reasonable Assurance

b) Absolute Assurance

c) Moderate Assurance

d) None of these %
Reasonable assurance is level of assurance but it is not ssurance.
a) High, Absolute
b) Absolute, Guaranteed

c) Moderate, Absolute

d) None of these v
The inherent limitations of an audit arise from
a) Involvement of judgement %

b) Test Checking

¢) Time Limitation &
d) All of above
Which of the following statement is incorre

a) Sampling is a major inherent limitation dit.

b) Auditor is not an insurer

c) Auditor’s primary responsibility _is
d) Auditor needs to be independegt

rors and frauds in financial statements

Which of the following is re§ponsibih auditor
a) To ensure that financij t comply with applicable financial reporting framework
b) To express an opigi ue apd fair view of the financial statements.
c) To ensure comp s and regulations applicable on the entity

d) To design, i aintain system of internal control.
Advantage pepdent examination are

a) Cre inancial statement is enhanced.

b) ttling tax liability

c) It agts a | check on the employees from committing fraud.

d) All oTabove

Accounting policy refers to

a) Specific accounting principle

b) Method of applying accounting principle
c) Both (a) and (b)

d) None of these
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Under which of the following circumstances accounting policy can be changed
a) If it is required by law

b) For compliance with accounting standards

c) On the opinion of management for better presentation of financial statement

d) All of above

Fundamental accounting assumptions are
a) Going Concern
b) Consistency

c) Accrual %
d) All of above
Which of the following section of Companies Act, 2013 deals with eligibility; %’u and

disqualification of auditor
a) Section 140

b) Section 141
c) Section 142

d) Section 143

Which of the following section of the Companies Act, deftaes geaning of Chartered accountant
a) 2(17)
b) 2(77)

c) 2(87)

d) 2(7)
Which of the following is eligible for agpointmegt as*auditor of company
a) Any Chartered Accountant
b) A Company whose all the diregt aftered accountants
c) Chartered Accountant ho 'ntjv\ tifiCate of practice
oi

d) All of these

A partnership firm d as auditor of Company if

a) All the partners Ofpartnership®irm are chartered accountants

b) If at least oné 4@ enof partnership firm is chartered accountant
DARLNers

the firm is of chartered accountants

parthers of the firm are chartered accountants

ip firm as auditor of company, audit report shall be signed by:
of the partnership firm

employee of the firm

c) All CA partner of the firm

d) Any CA partner of the firm

Which of the following statement is incorrect
a) Limited liability partnership firm can be appointed as auditor of company
b) A Body corporate can be appointed as auditor of company



c) A person who is chartered accountant within the meaning of the Chartered Accountants Act, 1949 and
holding valid certificate of practice can be appointed as auditor of company.
d) None of these.

91. Which of the following is disqualified for appointment as auditor of company
a) Any officer or employee of Co
b) Any officer or employee of holding co of the Co
c) Any officer or employee of subsidiary co of the Co
d) All of these

92. Which of the following is not covered within the meaning of relative u/s 2(77) of the C
a) Step Father
b) Step Mother

c) Step Sister
d) Step Daughter

93. Which of the following is covered within the meaning of relative M Co Act, 2013
a) Brother’s wife
b) Step brother
c) Sister’s husband
d) Step daughter
94. Which of the following is incorrect
a) Any partner of officer of company shall n appeinte auditor of company
b) Any employee of officer of company sh pOinted as auditor of company

tb
c) Any partner of employee of companysshall notbe appointed as auditor of company
d) Any employee of employee of com e appointed as auditor of company

95. An individual is disqualified for as auditor of Co

a) If he is holding security gf*to hav al face value exceeding Rs. 1 Lakh

b) If he is holding securi ing total face value exceeding Rs. 1,000/-

c) If heis holding anys of pany, irrespective of face value of security

d) None of these

i altfigd’ for appointment as auditor of co if
I security of co having total face value of Rs 1 Lakh
isMiolding security of co having total face value exceeding Rs. 1 Lakh

husBand is holding security of co having total face value exceeding Rs. 1 Lakh
yhter is holding security of co having total face value exceeding Rs. 1 Lakh

96. An individu

acquires security exceeding Rs 1 Lakh, then auditor shall take corrective action within
days of such acquisition so as to maintain the limit of Rs 1 Lakh.

a) 60
b) 30
c) 60
d) 120



98. An individual is disqualified for appointment as auditor of co if he is indebtedness

99.

100.

toco

a) Rs. 5,00,000

b) Exceeding Rs. 5,00,000
c) Exceeding Rs. 1,00,000
d) Anyamount

Which of the following transaction is not covered within the meaning of business
relationship for the purpose of disqualification of auditor
a) Commercial transactions which are in the nature of professional serviceSype
to be rendered by an auditor under the Co Act, 2013 and Chartered Account t,
1949 and rules or regulations made under those Acts
b) Commercial transaction which are in the ordinary course of busin e company
at arm’s length price
- like sale of product or services to the auditor, as custome hesgrdimary course of

business.
c) Both (a) and (b)
d) None of these
A person shall not be appointed as auditor if

a) His relative is director of the company

b) His relative is in the employment o ny as key managerial personnel
c) Both (a) and (b)

d) His relative is manager of su&o ny of the company



