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CE-304(A) : Advance Accounting & Auditing – II 
 

Time :  3 Hours]  [Max. Marks : 70 
 

 : (1)       . 
  (2)     . 
 
1. (a)        . 7 

        
       . 
 (b)       : 4 

  (1)   
  (2)    

  (3)   

  (4)  

 (c)        : 3 

  (1)               
  .  

  (2)   ‘  ’    . 
  (3) “                

” –     .  
 

2. (a) ‘   ’ – . 7 

               
         . 
 (b)       : 4 

  (1)    
  (2)   

 (c)        3 

  (1)         ? 

  (2)     . 
  (3)         ? 

  (4) ‘’           . 
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3. (a) ‘ ’     . 7 

                        
    .    2015-16       

   : 

 
  
   

` 

 
 

` 

  
  

` 

   
  

` 

13-14 –80,000 10,000 64,000 –90,000 

14-15 –1,00,000 12,000 40,000 –1,12,000 

15-16 +1,80,000 30,000 50,000 1,50,000 

 (b)      : 4 

  (1)   (  overstated profit)    
.  

  (2)     ?      . 
  (3) ‘ ’  ‘  ’     . 
 (c)      : 3 

  (1)             ? 

  (2)         . –  . 
  (3)              ? 

  (4)         ? . 
 

4. (a)      . 7 

            
         . 
 (b)            . 4 

 
              . 
 (c)      : 3 

  (1) ‘  ’   ? 

  (2) ‘ ’   . 
  (3) “       ” –     ? 

  (4)         ? 
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5.                  
      : (  )  14 

 (1)            ? 

  (a)       ‘  ’   . 
  (b)              

. 
  (c)       ( )     

 . 
  (d)              

.   
 (2)     -       

         ? 

  (a)   (b)   

  (c)   (d)   

 (3)              ? 

  (a)        
  (b)    

  (c)    

  (d)    () 

 (4)             
     ? 

  (a) ,             
 . 

  (b)              
             . 

  (c)              
    .  

  (d)            . 
 (5)       (over valued profit)     ? 

  (a)        . 
  (b)         . 
  (c)        .  
  (d)        . (    

 ) 
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 (6)      ? 

  (a)         15%  20%     
10%            .  

  (b)         10%  12.5%     
 2.5%             . 

  (c)                
   .   

  (d)               
 . 

 (7)            : 

  (a)       . 

  (b)        . 

  (c)        ()       
. 

  (d)          . 

 (8)      ? 

  (a) ‘’          ()  
 . 

  (b) 1956      . 

  (c)   ()      . 

  (d)    (SEBI)        . 

 (9)           ? 

  (a) 24  (b) 12  

  (c) 36  (d)    
____________ 
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CE-304(A) : Advance Accounting & Auditing – II 
 

Time :  3 Hours]  [Max. Marks : 70 
 

Instructions : (1) Right digits indicate marks of the question. 
   (2) Write answer to the point. 
 
1. (a) State duties of an auditor in respect of share issued at discount. 7 
                       OR 
  Discuss duties of an auditor regarding ‘Transfer of Shares’. 

 (b) Write in short : (any two) 4 
  (1) Forfeiture of shares 
  (2) Interest paid out of capital 
  (3) Underwriting commission 
  (4) Prospectus 

 (c) Give your opinion as an auditor regarding following : 3 
  (1) Company wants to declare dividend out of the profits earned in previous 

year where the profit of current year is inadequate. 
  (2) Give your opinion regarding showing (presentation) unpaid dividend in 

Final Accounts of company. 
  (3) “Share warrant can be issued by any company whether it is private 

company or public company”. Give your opinion in respect of this 
statement. 

 
2. (a) Explain the concept of ‘True and Fair view’ 7 
              OR 
  Explain difference between Audit Report and Audit Certificate. 

 (b) Write in short on any one : 4 
  (1) Importance of Audit Report 
  (2) Social Audit 

 (c) Give answer in short : (any three) 3 
  (1) What is the importance of Audit certificate regarding calculation of ‘Bonus’ ? 
  (2) Give information about ‘Interim Report’. 
  (3) What is the importance of audit report for the creditors of the company ? 
  (4) State the records and vouchers which are required to be examined by an 

auditor while giving certificate regarding ‘Export’. 
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3. (a) State duties of an auditor regarding ‘Divisible Profit’. 7 
                     OR 
  From following information of Vikas Co. Ltd. determine divisible profit for 

dividend for the year 2015-16 : 

Year 

Profit & Loss 
before 

Depreciation 

` 

Provision for 
Depreciation 

` 

Depreciation 
required as per 

Law 

` 

Profit & Loss 
after 

Depreciation 

` 

13-14 –80,000 10,000 64,000 –90,000 

14-15 –1,00,000 12,000 40,000 –1,12,000 

15-16 +1,80,000 30,000 50,000 1,50,000 

 (b) Answer any two : 4 
  (1) State the consequences of ‘over-stated profit’. 
  (2) What is Capital Profit ? Give two illustrations showing capital profit. 
  (3) Give two points of difference between ‘Net Profit’ and ‘Divisible Profit’. 

 (c) Answer any three : 3 
  (1) What is the relationship of under-stated profit or over-stated profit with 

‘Secret Reserve’ ? 
  (2) Provision for depreciation on fixed asset – is a voluntary matter – clarify the 

statement. 
  (3) After declaration of dividend with in how much time dividends warrants 

should be issued to shareholders ? 
  (4) State the impact of inventory valuation on profit. 

 
4. (a) Explain difference between ‘Audit’ and ‘Investigation’. 7 
                     OR 
  State points to be considered while preparing Audit Programme. 

 (b) State points to be considered while conducting an investigation on behalf of the 
bank who intends to give loan. 4 

OR 
  State points to be considered while conducting an investigation in case of 

considerable change in profit of the company. 

 (c) Answer any three : 3 
  (1) What is ‘Teeming and Lading’ ? 
  (2) Give two illustrations of Misappropriations of Cash. 
  (3) “Investigation can be done by Chartered Accountant only” – Is this true ? 
  (4) State vouchers to be examined in case of doubt of misappropriation of 

goods. 
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5. In the following sub-questions more than one answer is given of which only one 
answer is correct. Select the correct answer with necessary working or explanation. 
(any seven)  14 

 (1) Which of the following is not included in the provisions for issue of shares at 
premium ? 

  (a) Premium received on shares must be transferred to ‘Securities Premium 
Account’. 

  (b) For issuing shares at a premium, a special resolution must be passed in the 
general meeting of the company. 

  (c) The amount of share premium can be utilized in writing-off preliminary 
expenses. 

  (d) The amount of share premium can be utilized for issuing fully paid bonus 
shares. 

 (2) As per the provisions of Companies Act, the gap between date of Profit and Loss 
A/c. and the date of A.G.M. at which it is laid, should not exceed. 

  (a) Six months (b) Three months 
  (c) Nine months (d) Four months 

 (3) Which one of the following details is not required to be obtained before preparing 
an audit programme ? 

  (a) System of accounting adopted by the competitors 
  (b) System of internal check 
  (c) Report of the previous auditor 
  (d) Technical details of business 

 (4) Which of the following points is not relevant to the vouching of cash receipts in 
case of audit programme of a hospital run by a charitable trust ? 

  (a) Income from subscriptions, member fees and donations should be verified 
with counter foils of receipts. 

  (b) The auditor should compare current years grants received from local body 
with that of the previous year to report any fall in it. 

  (c) Bill register and receipts for payment of amount due from patients should 
be checked with entries in cash book. 

  (d) The incomes from interest and dividend should be verified with interest and 
dividend warrants. 

 (5) Which of the following statements is not a consequence of over-valuation of 
profits ? 

  (a) It may result in to payment of dividend out of capital. 
  (b) This will protect the interest of the creditors and debenture holders. 
  (c) More profit will attract more tax liabilities. 
  (d) It will result into more payment of managerial remuneration if based on 

profits. 



SF-106 8  

 (6) Which of the following statement is correct ? 

  (a) When the rate of proposed dividend is between 15% and 20% of paid up 
capital, the profit to be transferred to reserves must not be less than 10% of 
profits. 

  (b) When the rate of proposed dividend is between 10% and 12.5% of paid up 
capital, the profit to be transferred to reserve must not be less than 2.5% of 
the profits. 

  (c) If there are past losses, then it must be written-off first before declaring any 
dividend out of current year’s profits.   

  (d) An auditor is not responsible to check that the dividend is declared out of 
capital profits or revenue profits. 

 (7) If the auditor has given a qualified report the following consequences may result 

  (a) The board of directors have to resign. 

  (b) The Central Government may impose a fine on directors. 

  (c) The recognized stock exchange on which company’s share are listed would 
revoke listing. 

  (d) The Board of directors have to give reply to such qualifications in its 
Board’s Report. 

 (8) Which of the following statement is correct ? 

  (a) The term investigation implies an examination of accounts and records for 
some special purpose. 

  (b) Investigation is compulsory under the Companies Act 1956. 

  (c) Audit Report must incorporate the details of investigation. 

  (d) The investigation is always carried out as per the instructions issued by 
SEBI. 

 (9) Minimum time lag required between two bonus issue is 

  (a) 24 months (b) 12 months 

  (c) 36 months (d) None of the above 

____________ 


