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1. 

3. 

This kind of audit is conducted 

generally between 

auditor -

(A) 

(B) 

(C) 

(D) 

(A) 

5458 

(B) 

2. Principles of auditing refers to : 

(C) 

(D) 

Interim audit 

Internal audit 

Final audit 

(B) 

(C) 

Continuous audit 

(D) 

The specific steps taken 

during an audit 

Fundamental 

considerations 

auditing 

two annual 

underline the function of 

Which of the following is an 

adopted by auditors ? 

The various software used 

in the auditing process 

important techniques usually 

(A) Budgeting 

The legal requirements for 

considering an audit 

that 

Forecasting 

Vouching 

Marketing analysis 

1. 

2. 

3. 

(A) 

(B) 

(C) 

(D) 

(A) 

(B) 

(C) 

(D) 

(A) 

(B) 

(C) 

(D) yvr fayyU 
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4. An audit memorandum is a note 4. 

5. 

6. 

5458 

containing: 
(A) 

(B) 

(C) 

(D) 

(A) 
(B) 
(C) 

(A) 

Only 

(B) 

the 

What an audit note 'b0ok may 
prove in case charge of 

negligence is filed against the 
auditor ? 

(C) 
(D) 

statement of the client 

financial 

All useful information 

regarding the business of 
the client 
The auditor's personal 

opinions about the client's 

management 

A source of liability 
(D) A confideFtial document 

A summary of audit fee 
and expenses 

Assertion (A)- Surprise checking is 
a routine audit verification process. 
Reason (R) - Surprise checking can 
help detect important frauds and 
errors that right not be found 
through continuous checking. 
Choose the correct option : 

Irrelevant information 
Good evidence 

Both A and R are true and R 

is correct explanation of A 
Both A and R are true but 

R is not correct explanation 
of A 

A is true but R is false 
A is false but R is true 

5 

6. 

(B) 

(C) 

(D) 

(A) 

(B) 

(C) 

(D) 

(A) 

(B) 
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7. 

8 

Choose the correct option based on 

the relationship between 

Assertion (A) and Reason (R). 

Assertion (A)- Test checking is 

employed to save both timne and 

cost in auditing. 

Reason (R)- Test checking involve 

examining all transactions 

recorded in the books. 

(A) 

(B) 

(C) 

(D) 

5458 

(B) 

Both A and R are true and 

(C) 

R is the correct explanation 
of A 

(D) 

Both A and R are true but R 

not the 

explanation of A 

depth" is must suitable for : 

The principal of "auditing in 

the 

A is true but R is false 

A is false but R is true 

(A) Small firms with no 

Correct 

internal system 

Large firms with an 

system 

effective internal check 

of transactions 

Firm with a limited number 

Firms that do not maintain 

proper books of accounts 

7. 

8. 

3HGT (A) 3R rU (R) ¢ 

(A) 

(B) 

(C) 

(D) 

: 

(A) 

(B) 

(C) 

(D) 
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9. According 

5458 

Arthashastra who was the official 

primarily responsible for the 
centralized system of accounting ? 
(A) The chief Minister (Mantri) 
(B) The 

(D) 

(C) The Royal Treasurer 

Accounts 

(A) 

(B) 

to 

(C) 

(Akshapataladhyaksha) 

The 

(D) 

Superintendent of 

(Koshadhyaksha) 

10. What was the primary purpose of 

Arthashastra ? 

the periodic checks and 

inspections of accounts 

advocated in the 

kautilya's 

(Mukhyanirikshaka) 

chief Auditor 

of revenue 

To ensure timely collection 

for the king 

To prepare financial reports 

embezzlement 

officials 

as 

inefficiency 

kautilyas 

To detect discrepancies 

and 

To train new accounting 

(A) 

(B) 

(C) 

(A) 

(B) 

(C) 

(D) 
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11. The 

(A) 

prepared with due professional 

care by individuals who poSses 

(B) 

(C) 

(D) 

(A) 

(B) 

(C) 

(D) 

audit 

(A) 

(B) 

report should 

(C) 

5458 

Only practical experience 

in the specific industry 

(D) 

Adequate 

experience, 

working papers ? 

Safely 

competence in auditing 

understanding 

accounting principles 

12. Which is not included in the audit 

company's 

team 

Primarily knowledge of the 

training, 

Audit programme 

accounts is given by -

Audit Note book 

Management 

be 

Copy of Audit report 

Income Tax Return 

13. Audit report along with annual 

strong 

Statutory Auditor 

Internal Auditor 

and 

of 

Government Auditor 

Secretarial Auditor 

(A) 

(B) 

(C) 

(D) 

(A) 

(B) 

(C) 

(D) 

(A) 

(B) 

(C) 

(D) 
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14. An auditor is like a 

(A) Blood haunt dog 

(B) 

5458 

(C) 

(D) 

(B) 

15. Audit Notebook is a -

(C) 

(D) 

(A) Personal notebook of an 

Watch dog 

(A) 

My both according to 

(B) 

situation 

(C) 

None of these 

(D) 

auditor 

Record 

performance by an auditor 

Record of important points 

and entries which an 

clients 

auditor has to refers to his 

16. Internal check is a post of the 

whole system of -

of 

Records of mistakes and 

errors detected during the 

books 

work 

course of audit of account 

Internal control 

Internal audit 

Final audit 

Interim audit 

14. y# 3jhA 

(A) 

(B) 

(C) 

(D) 

(A) 

(B) 

(C) 

(D) 

(A) 

(B) 

(C) 

(D) 
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17. System of internal chcck is said to 

exist in an organization when 

(A) 

(B) 

(C) 

(D) 

I 

549 

(A) 
(B) 

An employee is specifically 

is 

(C) 

deputed to check the work 

18. Consider the following situation : 

of anothcr employce 

Departmental head check 

the work of his subordinate 

Some outside expert check 

(D) 

the work of employees 

Another employee of the 

same department check 

The business of the company 

II. The persons connected with 

being 
fraudulently 

III. The company so desires it by 

way of a special resolution 

The central Government need not 

necessarily appoint inspectors to 
investigate the affaire of the 

company in respect of situations 

listed at 

the formation of the company 
have been guilty or fraud 

I, II and III 

conducted 

I and II 
I and III 
II and III 

(A) 

(B) 

(C) 

(D) 

I. 

(A) 

(B) 

(C) 

(D) 

COM 314 
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19. The scope of external audit in the 

case of a partnership firm is decided 

by the ? 

(A) 

(B) 

(C) 

(D) 

(A) 

(B) 

20. Auditing standard differ from 

auditing procedures in that the 

(C) 

procedure related to : 

(D) 

5458 

(B) 

Companies Act 

(C) 

Partnership Act 

(D) 

Income Tax Act 

Letter of appointment of 

(A) 

the auditor 

21. The term 'Audit' is derived from a 

Latin word 'Audire' which means : 

(B) 
(C) 

(A) To inspect 

(D) 

Measures of performance 

Audit principles 
Audit jadgement 
Acts to be performed 

22. Which of the following are 
characteristic of routine check up ? 

To examine 

To hear 

To investigate 

Knowledge 
mathematical accuracy 

Simplicity 

of 

Deep checking of accounts 
All of the above 

(A) 

(B) 

(C) 

(D) 

(A) 

(B) 
(C) 

(D) 

21. Audit' Y 'Audire' 

(A) 

(B) 

(C) 

(D) 

(A) 

(B) 

(C) 

COM 314 Page - 10 



23. "Goods sent on approval basis' have 

been recorded as 'credit sales.' This 

is an example of 

(A) 

(B) 

(C) 

5458 

(A) 

(B) 

(D) 

24. A sale of 60,000 to a was centered 

as a sale to B. This is an example of 

(C) 

(D) 

Error of Principle 

Error of Commission 

Error of Omission 

(B) 

Error of duplication 

(C) 

(D) 

Error of omission 

25. Which of the following is not true 

Error of commission 

about opinion 

Compensating error 

statements ? 

Error of principle 

(A) The auditor should express 

an opinion on financial 

statements 

on financial 

His openion is no guarantee 
to future viability of business 
He is responsible for 
detection and Prevention of 

frauds and error in 

financial statements 
He should examine 

whether recognized 
accounting principles have 
been consistently applied 

23. 

(A) 

(B) 

(C) 

(D) 

24. A Ì 60,000 9 fsô , B 

(A) 

(B) 

(C) 
(D) tf-cio 3rgad 

(A) 

(B) 

(C) 

(D) 
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26. The title of AAS-2 issued by the 

council of ICAI is 

(A) 

(B) 

(C) 

(D) 

(A) 

(B) 

(C) 

Objectives and scope of the 

5458 

financial statements 

(D) 

Objective and scope of the 

Audit 

statenents 

27. Which of the following statement 

is not true ? 

Objective and scope of 

of financial 

Business of and entity 

Objective and scope of 
financial statement audit 

Management fraud is more 

difficult to detect than 

employee fraud 

Internal control system 

reduce the possibility of 

occurrence of employee 

fraud and management 

fraud 

The auditor's responsibility 

for detection and 

prevention of errors and 

fraud is similar 

All statements are correct 

26. ICAI 

AAS-2 T co : 

(A) 

(B) 

(C) 

(D) 

? 

(A) 

(B) 

(C) 

(D) 

COM 314 Page - 12 
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28. The main objective of an audit is 

(A) Expression of opinion 
(B) 

(C) 

(D) 

(A) 

(B) 
(C) 
(D) 

29. Which of the following is not a 
limitation of audit as per AAS-4 ? 

Detection and prevention 
of fraud and Error 

Both (A) and (B) 

(C) 

Depends on the types of 

5458 

audit 

(D) 

Objestivity of auditor's 
judgment 
Selective testing 
Persuasiveness of evidence 

30. In which types of business is 'test 

Limitations of internal 

check' most commonly applied ? 

control system 

(A) Small businesses with few 

transactions 

(B) Businesses where the 

auditor has ample time 

Big businesses houses with 

large number of 

transactions 

Businesses where all 

transactions must be 

checked thoroughly 

(A) 

(B) 

(C) 

(D) 

29. AAS-4 } 3HTR, fgT ot 

(A) 

(B) 

(C) 

(D) 

(A) 

(B) 

(C) 

(A) sitr (B) 

COM 314 Page- 13 



31. Where the auditor places a high 

degree of reliance on an internal 

control procedure, the acceptable 

risk of over reliance would be : 

(A) Low 

5458 

(B) 

(C) 

(D) 

where 

32. A continuous audit is not suitable 

(A) 

(B) 

(C) 

(D) 

(A) 

High 

(B) 

Moderate 

(C) 

Nil 

Transactions are few but 

complicated 

There is no urgently to 

finalize the accounts on 

particular date 

Internal audit work is being 

carried on in a satisfactory 

33. The auditor has to follow 

manner 

System of internal check in 

operation is not satisfactory 

A professional code 

Instruction of the directors 

Shareholders 

(D) Managenment 

(A) 

(B) 

(C) 

(D) 

(A) 

(B) 

(C) 

(D) 

(A) 

(B) 

(C) 

(D) 

COM 314 
Page - 14 



34. Sampling is used in the case of: 

(A) 

(B) 

(C) 
(D) 

I. 

35. Management audit may : 

(A) 

(B) 

II. Protect the interest of the 

(C) 

(D) 

Collection of debts by the 

II. Cover proprietary audit 

accountant 

IV. Refer to audit of work done by 

(A) 

Supervision by the works 

(B) 

manager 

Of these statements -

(C) 

Test checks by the auditor 
Checking pass-book entries 

by the accountant 

Cover performance audit 

5458 

(D) 

shareholders 

the management accountant 

36. Internal audit is undertaken ? 

I and II are correct 

III andIV are correct 

I and III are correct 

II and V are correct 

By independent auditor 

Statutorily 

auditor 

appointed 

By a person appointed by 

the Management 

By a government auditor 

(A) 

(B) 

(C) 

(D) 

35. 9 3icoUT HOGI : 

(A) 

(B) 

(C) 

(D) 

G ? 

(A) 

(B) 

(C) 

III 3ÌN IV HI 
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37. Stock should be valued at : 

(A) 
(B) 
(C) 

(D) 

5458 

(A) 
(B) 
(C) 

38. Auditing is compulsory for : 

(D) 

(A) 

(B) 

(C) 

(D) 

(A) 
(B) 

39. Audit in Depth means 

(C) 
(D) 

Cost 

Market price 
Cost or market 

(B) 

whichever is lower 

(C) 

Cost less depreciation 

(D) 

Small Scale business 

Partnership firms 
Joint stock companies 

Proprietary concerns 

. 40. The audit programme should be: 

Detailed examination of all 

transactions 

Investigation of all 

transactions 

Detailed examination of 

selected transactions 

None of the above 

Elastic 

41. Auditing is : 

Fixed 

Detailed 

(A) A science 

None of the above 

price 

An art 

Both of these 

None of these 

(A) 

(B) 
(C) 

(D) 
38. 3jo fa: 

(A) 

(B) 

(C) 

(D) 

(A) 

(B) 

(C) 

(D) 

(A) 
(B) frerr 

(C) 
(D) 

41. jbaU: 

(A) 

(B) 

(C) 

(D) 

fT 
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42. Which fundamental accounting 
Methodology requires that every 
financial transaction affccts at least 
two accounts ? 

(A) 
(B) 
(C) 
(D) 

I. 

43. Consider the following activities : 

II Verification 

(B) 

II. Vouching 
Correct sequence 

(C) 

activities are -

(A) III, I, II 

(A) 

Accrual Accounting 

(B) 

Cash Accounting 

(C) 

Double entry Book keeping 
Matching principle 

(D) 

(D) III, II I 

Valuation 

44. Auditing is deemed to begin where 

(B) 

5458 

(C) 

II, III, I 

(D) 

II I, III 

ends. 

Selling 
Business 

45. In which year was the Audit Board 

formed ? 

Management 

(A) 1913 

Accounting 

1932 

of these 

1956 

1960 

(A) 

(B) 

(C) 

(D) 

43. frfifa fbysit q faar a: 

II. HT44 

III. 441uT 

(A) 

(B) 
(C) 
(D) 

(A) 

(B) 

(C) 
(D) 

(A) 

(B) 

(C) 

III, I, II 

COM 314 
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46. Internal inspection system in 

institution is : 

(A) 

5458 

(B) Optional 

(C) Statutory 

(D) Legal 

47. The scope of internal audit is 

decided by the : 

(A) 

(B) 

(C) 

Mandatory 

(D) 

I. 

48. Consider the following documents 

Shareholders 

Management 

Government 

Law 

II. Audit Programme 

II. Audit Report 

(B) 

Audit Notebook 

IV. Audit File 

(C) 

(D) 

The correct sequence in which 

an auditor 

document is -

(A) I, I, II, IV 

prepare 

I, II, IV, II 

an 

II, I, II, IV 

I, I, IV, III 

these 

46. y iVeT 3R fAl yoicit : 

(A) 

(B) 

(C) 

(D) 7 

47. ia sjeUT ta feffr f 

(A) 

(B) 

(C) 

(D) 

48. fefT KIAU0t qr fdar � 

(A) 

(B) 

(C) 

(D) 

COM 314 
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49. Process 

S0. 

5458 

of verifying 

documentary evidences 
transactions are known as: 
(A) 

(B) 

(C) 

(D) 

in -

(A) 

(B) 

(C) 

Auditing 

(D) 

Testing 

Auditor is not a valuer was stated 

Vouching 
Verification 

the 

of 

Kingston cotton mills case 
London oil storage co case 

case 

London and General Bank 

None of the above 

k* 

(A) 

(B) 

(C) 

(D) 

(A) 

(B) 

(C) 

(D) 

COM 314 Page - 19 
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