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The overall objective of company audit is to :

A Help management

(A)

(B) Calculate tax

(®) Increase profit

(D) Express independent opinion on

financial statements
Audit of Public Sector Undertakings (PSUs)
is conducted by :
(A) Private auditor only
(B) RBI
(®) Comptroller and Auditor General
(CAG) of India
(D) SEBI
The audit of Government Companies is
supervised by :

(A) SEBI

(B) RBI

(®) CAG of India

D) Finance Minister

Statutory corporations are created by :
(A) Memorandum of Association
(B) Articles of Association

(@) Special Act of Parliament/
Legislature

(D) Registrar of Companies

Audit of banks in India is governed by :
(A) Companies Act only

(B) Income Tax Act

(®) Banking Regulation Act

(D)  SEBIAct
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6. Social audit is mainly concerned with :
A) Profitability
B) Liquidity
(®) Corporate social responsibility and
public welfare
D) Tax planning
7. The overall aim of public sector audit is to
ensure:
(A) High profit
(B) Dividend payment
(®) Accountability and transparency in
use of public funds
(D) Tax reduction
8. An audit is a check of a company’s:
(A) Marketing strategy
(B) Financial records
(®) Employee satisfaction
(D) Office security
9. If an auditor finds a small mistake that won'’t
affect anyone’s decision, it is considered :
(A) Immaterial
(B) Fraudulent
(®) Material
(D) Criminal
10. The final report an auditor gives at the end
of their work is called the :
(A) Audit plan
(B) Audit note
(®) Audit opinion
D) Audit invoice
C010602T-C/2540

(4)

7.

0.

10.

ST See qed &9 4§ {had
Trefee 27

(A) TR

B) oY

© ol amiee stwala ok
ST

D) &Y e

qrasiih &5 SiHETT H THI Il

T GHRET A 87

(A oIfEE

(B) T B AT
(C) |~ & & SENRT H Sersee!
AR qREfRf

D) & F F
SieheToT T B BY

A)  FE OO R @ S
B) FN & faxim Tt @i S
C) FHaRE @ Hgfie # S
0) FEEE H GEN B S

A Sferh B Pis OIS T FHeRil &
S et & ot @ weifaa w2 e,
I FAT FE A 7

(A Sy

B) g

©  #ewy

D)  SMUH

e T P F o § o s
g 3T &, S8 F1 FeT Sr 27

(A)  SiEoT e
(B) ey fewelt
C) eI W

D)  Siw&vT I



1. Managerial remuneration is governed by  11.
provisions of :
(A) Income Tax Act
(B) Banking Act
(®) Companies Act
D) RBI Act
12.  The auditor has the right to attend : 12.
(A) Board meeting only
(B) Directors meeting
© General Meeting of shareholders
(D) Staff meeting
13. Ceiling on number of audits is prescribed  13.
to ensure :
(A) More income
(B) Proper attention and efficiency
©) Quick reporting
(D) Tax benefit
14. If auditor fails to comply with provisions, he 14,
may be :
(A) Promoted
(B) Rewarded
© Fined or punished
(D) Exempted
15. Verification of calls in arrears relates to : 19.
(A) Debentures
(B) Share capital
(®) Loans
D) Reserves
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16. The appointment of bank auditor is approved
by :
A) SEBI
(B) Government only
(9] Reserve Bank of India (RBI)
D) CAG
17. In bank audit, verification of advances is
important to ensure :
(A) Profit maximization
(B) Proper  classification  and
provisioning
(®) Increase in deposits
(D) Reduction of expenses
18. 78. Non-Performing Assets (NPAs) relate to:
(A) Fixed assets
(B) Investments
(®) Loans and advances
D) Share capital
19. Audit of insurance companies is governed
by :
(A) Companies Act
(B) Insurance Act
(9] Banking Regulation Act
(D) Income Tax Act
20. In insurance audit, valuation of liabilities
relates to :
(A) Furniture
(B) Cash
(®) Outstanding claims
D) Share capital
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21. Auditor’s primary duty is towards :
(A) Directors
(B) Government
(®) Employees
D) Shareholders
22. The auditor must ensure that :
(A) Profit is maximized
(B) Expenses are minimized
(®) Books are maintained as per law
D) Sales are increased
23. An auditor cannot :
(A) Access records
(B) Seek explanations
© Participate in management
decisions
(D) Report fraud
24. Qualification in audit report is made when :
(A) Accounts are perfect
(B) No discrepancy
(®) Material misstatement exists
D) Profit is high
25. The auditor is considered an officer of the
company for :
(A) Salary purpose
(B) Management purpose
(®) Liability purpose
D) Dividend purpose
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26. The first auditor of a company is appointed
by :
(A) Shareholders
(B) CAG
(®) Board of Directors
(D) Registrar of Companies
27. Subsequent auditor of a company is
appointed by :
(A) Board of Directors
(B) Government
(®) Shareholders at AGM
D) Managing Director
28. An auditor of a company must be :
(A) Advocate
(B) Cost Accountant
(®) Chartered Accountant
D) Company Secretary
29. A person is disqualified as auditor if he :
(A) Is a CA
(B) Is independent
(®) Is indebted to the company beyond
prescribed limit
D) Is resident in India
30. The auditor has the right to :
(A) Prepare accounts
(B) Increase share capital
(®) Access books of accounts at all
times
D) Declare dividend
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31. Non-profit organizations are primarily
established for :
(A) Profit earning
(B) Tax evasion
(®) Charitable or social objectives
(D) Dividend distribution
32. The main document examined in audit of
NPOs is :
(A) Profit & Loss Account
(B) Receipts and Payments Account
(@) Cash Credit Account
D) Trading Account
33. The objective of cost audit is to:
(A) Increase profit
(B) Verify correctness of cost records
(®) Reduce wages
D) Increase tax
34. Tax audit is conducted under :
(A) Companies Act
(B) Income Tax Act
(®) Banking Regulation Act
D) Insurance Act
35. Social audit evaluates :
(A) Financial profit
(B) Tax liability
(®) Social performance and impact
D) Cost records
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36. The auditor is liable for :
(A) Profits of company
(B) Business losses
(®) Negligence in performance of duties
D) Market fluctuations
37. Civil liability of auditor arises when :
(A) Criminal offence committed
(B) He causes loss due to negligence
(®) He resigns
D) Company earns profit
38. Criminal liability of auditor arises when :
(A) Minor mistake occurs
(B) Accounts are delayed
(®) He intentionally makes false
statements
D) Dividend not declared
39. Share capital audit includes verification of :
(A) Creditors
(B) Debtors
(®) Issue and allotment of shares
(D) Salaries
40. Share transfer audit ensures:
(A) Profit calculation
(B) Proper transfer and registration of
shares
(®) Depreciation calculation
D) Tax compliance
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41, Internal auditor is appointed by : 41.
(A) Shareholders
(B) CAG
(®) Management
(D) RBI
42. One key difference between internal and 42,
statutory audit is:
(A) Both are compulsory
(B) Both report to management
(@) Internal audit is for management,
statutory audit is for shareholders
(D) No difference
43. Provisioning in banks relates to : 43.
(A) Salary payment
(B) Fixed assets
(®) Bad and doubtful debts
(D) Share issue
44. Audit of Government departments is called: 44,
(A) Private audit
(B) Cost audit
(®) Government audit
(D) Internal audit
45, The relationship between internal auditorand 45,
statutory auditor is :
(A) No relation
B) Competitive
(®) Complementary
D) Conflicting
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46. Who usually carries out an external audit?
(A) The company’s own accountant
(B) A team of lawyers
(®) An independent firm of auditors
(D) The company’s bank manager
47. To be trustworthy, an auditor must be :
(A) Friendly with the staff
(B) Independent of the company
(®) Working for the government
D) A shareholder of the company
48. Which of these is a basic audit procedure?
(A) Counting physical cash in the till
(B) Designing a new company logo
(®) Hiring new staff for the client
D) Deciding on the company’s
dividend payment
49. A good auditor must be :
(A) A member of the company’s family
(B) Skeptical and questioning
(®) Easily convinced by explanations
(D) Focused only on finding fraud
50. An auditor gathers “audit evidence” to :
(A) Increase the audit fee
(B) Prove the auditor worked hard
(®) Support their opinion on the financial
statements
D) Help the company write its business
plan
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51. The scope of audit depends upon: 51.
(A) Size of firm only
B) Nature of business only
(®) Auditor's wish
D) Objectives and legal requirements
92.  An auditor should maintain : 52.
(A) Secrecy only
(B) Integrity only
(9] Objectivity only
D) Integrity, objectivity and independence
53.  Audit standards provide : 53.
(A) Accounting rules
(B) Tax rates
(@) Guidelines for auditors
(D) Company law provisions
54. The need for evaluation of internal control ~ 54.
isto:
(A) Increase sales
(B) Avoid taxation
(@) Decide extent of audit testing
(D) Prepare balance sheet
95. Audit programme is: 55.
(A) Audit report
(B) Ledger account
(®) Detailed written plan of audit work
D) Cash book
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96. Valuation of assets ensures :
(A) Assets are recorded
(B) Assets are shown at correct value
© Profits are increased
D) Cash is verified
57. Which of the following is not a method of
valuation?
(A) Cost price
(B) Market price
(®) Cost or market price whichever is
lower
D) Face value only
58. The auditor’s report is addressed to :
(A) Directors
(B) Manager
(9] Government
(D) Shareholders
59. An unqualified report indicates :
(A) Fraud exists
(B) Accounts are incorrect
(®) True and fair view
D) Disclaimer of opinion
60. A qualified report is issued when :
(A) Everything is correct
(B) No evidence is available
(®) There is some material
misstatement
D) Auditor resigns
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61. Which is a class of audit? 61.
(A) Costing
(B) Budgeting
(®) Accounting
(D) Management audit
62. The auditor should be: 62.
(A) Biased
(B) Influenced by management
(®) Independent
(D) A shareholder
63. The concept of “True and Fair View” relates ~ 63.
to:
(A) Fraud detection
(B) Financial statements
(®) Internal control
D) Cost audit
64. Internal control helps in : 64.
(A) Increasing sales
(B) Reducing tax
(®) Preventing errors and frauds
D) Preparing accounts
65. Internal check is a part of : 65.
(A) Cost audit
(B) Tax audit
(®) Internal control system
D) Government audit
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66. Verification means : 66.
(A) Checking entries
(B) Checking vouchers
(®) Confirming  existence and
ownership of assets
D) Calculating profit
67. Which is an example of external audit? 67.
(A) Internal audit
(B) Statutory audit
(9] Cost audit
(D) Interim audit
68. The primary responsibility for prevention of  68.
fraud lies with :
(A)  Auditor
(B) Shareholders
(®) Management
D) Government
69. Audit programme refers to : 69.
(A) Financial statement
(B) Internal control
(®) Detailed plan of audit work
D) Tax return
70. Interim audit is conducted : 70.
(A) At year end
(B) Once in 5 years
(®) Between two annual audits
D) Before incorporation
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7. Audit primarily means: 7.
(A) Preparation of accounts
(B) Checking of vouchers only
(®) Independent examination of
financial statements
D) Calculation of profit
72. The main objective of an audit is to: 72.
(A) Detect all frauds
(B) Prepare balance sheet
(®) Express opinion on true and
fair view
D) Calculate tax
73. Audit is generally conducted after: 73.
(A) Daily transactions
(B) Monthly closing
(®) Preparation of final accounts
D) Budget approval
74. The word “Audit” is derived from the Latin ~ 74.
word:
(A) Audire
(B) Auditum
© Audio
(D) Audire (to hear)
75. Which of the following is not an objective of  75.
audit?
(A) Detection of errors
(B) Prevention of fraud
(®) Moral check on employees
(D) Preparation of accounts
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76. Which of the following is not a type of audit?
(A) Internal audit
(B) Statutory audit
(®) Continuous audit
(D) Trial balance audit
7. The nature of audit is :
(A) Investigative only
(B) Clerical work
(®) Examination and verification
(D) Management function
78. Audit evidence is required to:
(A) Prepare accounts
(B) Support auditor's opinion
(@) Increase profit
D) Reduce expenses
79. The auditor’s opinion is given in :
(A) Balance sheet
(B) Profit and loss account
(@) Cash book
(D) Audit report
80. Vouching is related to :
(A) Verification of assets
(B) Checking of vouchers
(®) Preparation of ledger
D) Costing
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81. Test checking is based on : 81.
(A) Complete checking
(B) Routine checking
(9] Sampling method
D) Internal audit
82. Audit in depth means : 82.
(A) Checking all entries
(B) Detailed examination of selected
transactions from beginning to end
(@) Checking only cash book
D) Checking trial balance
83. Statistical sampling in audit is used to : 83.
(A) Calculate profit
(B) Detect fraud only
(®) Select representative samples
scientifically
D) Prepare balance sheet
84. Routine checking includes : 84.
(A) Verification of assets
(B) Checking casting, posting and
balancing
(®) Preparing final accounts
D) Valuation of goodwill
85. Verification of assets implies : 85.
(A) Checking vouchers
(B) Physical counting only
(@) Confirming existence, ownership
and value
D) Checking trial balance
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86. A disclaimer of opinion is given when :
(A) Accounts are correct
(B) Auditor lacks sufficient evidence
(®) Minor error exists
D) Profit is low
87. Verification of liabilities aims to :
(A) Increase expenses
(B) Reduce profit
(@) Ensure completeness and
correctness
D) Prepare ledger
88.  Audit evidence should be :
(A) Oral only
(B) Written only
(®) Sufficient and appropriate
(D) Estimated
89. Which asset requires physical verification?
(A) Goodwill
(B) Patents
(9] Stock
D) Debtors
90. Valuation of stock is generally done at :
(A) Selling price
(B) Cost price
(®) Market price
(D) Cost or Net Realizable Value
whichever is lower
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91. Internal audit is conducted by: 91.
(A) External auditor
(B) Government
(®) Employees of the organization
(D) Shareholders
92. Statutory audit is compulsory under: 92.
(A) Partnership Act
(B) Income Tax Act
(®) Companies Act
(D) Banking Regulation Act
93. Continuous audit is suitable for : 93.
(A) Small firms
(B) NGOs
(@) Large organizations
D) Individual business
94.  Anaudit conducted at the end of the yearis 94,
called:
(A) Continuous audit
(B) Final audit
(®) Interim audit
D) Internal audit
95. Test checking means: 95.
(A) Checking all transactions
(B) Checking selected transactions
(®) Checking only cash book
D) Checking vouchers only
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96. Which is not included in auditor’s report?
(A) Opinion paragraph
(B) Basis of opinion
(®) Auditor’s signature
D) Manager's salary details
97. Vouching is the backbone of :
(A) Verification
(B) Valuation
© Auditing
D) Costing
98. Which sampling method is scientific?
(A) Random selection
(B) Judgment sampling
(9] Statistical sampling
(D) Personal selection
99. A clean audit report enhances :
(A) Tax liability
(B) Employee turnover
(®) Credibility of financial statements
(D) Expenses
100.  The ultimate aim of audit procedures is to :
(A) Detect every fraud
(B) Increase profit
(®) Express independent opinion on
financial statements
(D) Prepare accounts
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