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State what points would consider as an Auditor before commencing new audit of a

company. 7
OR

Discuss the duties of an Auditor. (Any two)

(i)  Forfeiture of shares

(i) Right shares

(ii1) Share transfer

Write short notes : (any one) 4
(i)  Issue of shares at a premium.

(i1)  Shares issued for consideration other than cash.

Explain the following questions in brief : 3
(i)  What is the meaning of Memorandum of Association ?
(i) What is Convertible Debentures ?

(i11)) What is Preliminary Contracts ?

State the importance of Audit Report to various interested parties. 7
OR

Give meaning of Audit Report. Explain the meaning of the word “True and Fair”
used in Audit Report.

Write short notes : (any one) 4
(1)  Auditor’s Qualified Report.
(i1)  Audit Certificate.
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(C) Explain the following questions in brief : 3
(i)  State any two points which auditor has to keep in mind while preparing audit
report of limited company.
(i)  Write any two elements of the Auditor’s Report.
(iii) What is CARO ?

3. (A) Whatis divisible profit ? State the duties of an auditor regarding divisible profit. 7
OR
State with reasons whether dividend can be declared without writing off past losses.

(B) Write short notes (any one) : 4
(i) Capital profit
(i) Dividend

(C) Explain the following questions in brief : 3
(i)  What is Deferred Revenue Expenses ?
(i)  State any two provisions of Companies Act regarding Depreciation.

(iii)) After the dividend is declared, it should be paid to the members within how
much time ?

4. (A) How will you investigate the following (any one) : 7
(i)  On behalf of a buyer of a business.
(i1)) In case of considerable fluctuations in profits.
OR
Prepare an Audit Programme of the following (any one) :
(i)  Charitable Hospital
(i1)) Commerce College

(B) Write short notes : (any one) 4
(i)  Audit and investigation.
(i1) Details to be obtained before preparing an Audit Programme.
(iii)) Report of Investigator.

(C) Explain the following questions in brief : 3
(i) How much time is undertaken for Investigation ?
(i1)) State any two points considered while preparing an Audit Programme.
(ii1) State any two points while conducting an investigation.
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5. (A) State the following statements are correct or not correct : 7

(1) Before redemption of Redeemable Preference Shares the approval of SEBI
has to be obtained.

(2) The Company Auditor addresses his Report to Board of Directors of the
Company.

(3) The interim dividend once declared can be rescinded before it is paid.

(4) Investigator is generally a senior member of accountancy profession.

(5) The auditor should not verify whether the system of internal check is
efficient or not while preparing an audit programme.

(6) The declaration of Bonus share issue in lieu of dividend is not allowed.

(7)  The details to be contained and specimen of audit certificate are given in the
Companies Act.

(B) In the following sub-questions, more than one answer is given of which only one
answer is correct. You have to select the correct answer. 7

(1) Of legal provisions of issuing shares at a discount, which of the following is
not included ?

(i)  The maximum rate of discount should be 10%.
(i1) The resolution must be passed in the general meeting of the company.

(iii)) For issuing shares at a discount, the approval of company Law Board
must be obtained.

(iv) At least one year must have passed, since the company commenced
business.

(2) To which of the following Act is the auditor expected to address his Report ?
(i) 1913 Company Law (i) 1956 Company Law

(i) 1960 Company Law (iv) 1974 amendments of companies law

(3)  Which of the following statements is not a consequence of understatement of
profits ?

(i) By showing less profit, secret reserves will be utilized for paying
dividend.

(i1) The under statement of profits will amount to tax evasion.

(iii)) The managerial personnel and employees will get less remuneration
and bonus if profit is under stated.

(iv) The Profit & Loss Account will not exhibit ‘true and fair view’ of the
results and the Balance Sheet will not exhibit true and fair state of
affairs of the business.
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(6)

(7)

Which one of the following points is not relevant while conducting an
investigation on behalf of a creditor or a bank granting loan ?

)
(i)
(iii)

(iv)

Examine the securities offered.
Get details regarding loan application rejected in the past.

Carry out, in detail, the valuation of stock and other asset of the
prospective borrower.

Examine the purpose of loan.

Which of the following statements is not correct in the context of an audit
programme ?

®

(i)

(iii)

(iv)

He should see that the allocation of incomes and expenses into capital
and revenue should satisfy the clients, needs.

The title deeds of the assets and other documentary evidence should be
examined to ascertain the ownership of the assets.

The auditor should examine the constitution and the regulations of the
institution.

the vouching of cash receipts should be done with reference to relative
documentary evidences.

The percentage of underwriting commission on shares and debentures are the
following respectively

®

(ii)
(ii1)
(iv)

For shares 12% and for debentures 8%
For shares 2% and for debentures 4%

For shares 5% and for debentures 2.5%
For shares 2.5% and for debentures 5%

To which companies does the order of 2003 not apply ?

)

(ii)
(iii)
(iv)

The Private companies whose share capital and reserves are more than
one crore.

Guarantee company.
Banking and Insurance Companies
Foreign Companies




