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1. Answerany two qﬁéstions - 3x2
(a) What is Accounting Standards ? 3

(b) Distinguish between external and internal
reconstruction of a company. 3

(¢) What is cum-interest and ex-interest
~ transaction ? 3

(d) On 1st January, 2005, Prabhu & Co.
purchased a motor car from Automobile Co.
on the hire purchase system. At the time of
agreement, a sum of Rs.24,000 was paid out
of the cash down price of the car and the
balance would be payable in 3 equal
instalments together with interest @5% p.a.
The amount of last instalment including
interest was Rs.33,600. Depreciation was to
be provided at 10% p.a. on the reducing
balances.

Prepare Motor Car A/c in the books of
Prabhu & Co. 3
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2. Answer any three questions : 8x3

(@) Mr. Basu furnishes the following details
relating to his holding in 6% Government
bonds:

Opening balance : 1200 Bonds of Rs.100
each at a cost of Rs.1,18,000. ;
1.6.2010 200 Bonds purchased ex-interest

at Rs.98.
1.10.2010 Sold 400 Bonds ex-interest out
of the original holding at Rs.100. |
1.1.2011 Purchased 100 Bonds at Rs.98
Cum-interest.

1.2.2011 Sold 400 Bonds ex-interest at
Rs.99 out of the original holdings.

Interest dates are 30th June and 31st
December. Mr. Basu closes his books on
every 31st March. :
Show the investment A/c as it would appear

in his books. 8

(b) A Gujarat trading firm has a branch at Patna
- to which goods are charged at cost plus 25%.
Branch keeps its own sales ledger and
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remits daily all cash received to the Head

Office. All the expenses are paid from Head
Office. The transaction for the branch for the
year 2007 are given below :
Rs.
Stock on 1.1.2007 55,000
Sundry Debtors on 1.1.2007 550
Petty cash balance on 1.1.2007 450
Cash sales 13,250
Goods sent to Branch 10,00,000
Collection on ledger accounts 1,05,000
Goods returned to Head Office 1,500
Bad debts 1,500
Allowances to customers. - 1,250
Return Inward 2,500
Cheques sent to Branch : -
For Rent _ 2,500
For wages ‘ 1,500
For salary and other. expenses 4,500
Stock on 31.12.2007 _ 60,000
Sundry debtors on 31.12.2007 15,000

Petty cash on 31.12.2007 (including
miscellaneous income Rs.50 remitted within
the year).
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Prepare the Branch A/c and Branch Tréding
and P/L A/c for the year 2007 in the Head
Office books. - 8

(¢) AB Ltd. took a license for production of a
foreign medicine from B.PharmaLtd. at a
Royalty of Rs.1 per bottle produced. AB Litd.
issued a sub-liscense to DC Ltd. on the
basis of a Royalty payment of Rs.1-25 per
bottle sold. Minimum Royalty payable by
DC Ltd. was fixed atRs. 15 ,000 p.a. witha
right to recoup shortworkmgs in the following
year,

From the following details prepare (1) Royalty
Receivable A/c (i) Royalty Payable A/c and
(iii) Shortworking Suspense A/c in the books

of AB L. _ 8
Sales Closing Stock  Production Closing Stock
Istyear 50000 5000 10,000 2,000
2ndyear 70,000 - 8000 ° . 18,000 4,000
3rdyear 1,00,000 10,000 25,000 5,000
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(d) Distinguish between Departmental Accounts
and Branch Accounts. 8

(e) What are the different sources of income of
aBank ? What is non-banking assets 7 4+ 4
3. Answer any one question : 15x1

(@) Prepare the Profit and Loss A/c for the year
ended 31st December, 2004 of NEXIM

Bank from the following particulars : 15

Rs.('000)
Interest on Loan , 250
Interest on savings A/c 150
Interest on cash credit 160
Interest on fixed deposits 190
Interest on overdraft 50
Amount charged against current A/c 20
Salaries and allowances 120
Discount ' 40
Rent, Taxes and Insurance etc. 5
Dearness Allowance 35
Commission, brokerage and exchange 15
Managing director's salary 15
Contribution to Provident Fund ' 10
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(6) AAA Ltd. decides to sell its business to
BBB Ltd. as on 31.12.2014 on that date its
Balance Sheet was as under : '

R Rs,

Paid up capital : Freehold Property 75,000
10,000 sh. of Rs.10 each 1,00,000 Plant & Machinery 20,000
12% Debentures 50,000 Stock-in-Trade 25,000
Sundry Creditors 15,000 Sundry Debtors 30,000
Reserve Fund 25,000 Cash 30,000
Profit & Loss A/c 10,000 Goodwill © 20,000
2,00,000 , 2,00,000

BBB Ltd. agreed to take over the assets
(exclusive of cash and goodwill) at the
amounts stated in the Balance Sheet, to
assume the liabilities to the creditors, and
to pay Rs.50,000 for Goodwill.

The purchase price was to be discharged by
the allotment to AAA Ltd. of 12,000 shares
of Rs.10 each in the capital of BBB Ltd. at
Rs.12-50 per share and the balance in cash.

The expenses of hqu1dat10n amounted to
Rs.1,000.
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Write up the necessary ledger Accounts
to close the books of AAA Ltd. and give the

initial journal entries in the books of BBB Ltd. 15

GROUP -B
( Auditing )
[ Marks : 45 ]
Answer any fwo questions : o - 3x2

(@) What are differences between contmuous
audit and interim audit ? 3

(b) What is Statutory Audit? 3

(¢) Point out three advantagés of Periodical
Audit, 3

| (d) Can dividend be paid without providing for
past losses ﬁ-om the present year proﬁt ? 3
Answer any three questions : - 8x3
(a) How would you vouch the following: 4+4
(i) Preliminary expenses
(ii) Payment of Incon_ie Tax.
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(b) State in brief the contents of an auditor's
report as specified in the Companies Act,
1956. 8

(c¢) "He (an auditor ) is a watch dog and not a
blood hound”"—How will you distinguish
between the two ? Discuss with the leading
caselaw, 8

(d) Whatis called Audit-in-depth ? Discuss the
advantages of audit program. 345

(¢) Differentiate between Auditors 'Report'and
Auditors Certificate. 8

(/) What is Capital Reserve ? Discuss the duty
of an auditor in relation thereto. 3+5

Answer any one of the following : 15 % 1

(a) How would you, as an auditor, conduct the
- audit of a Nursing Home ? 15

(b) (i) What are Capital Profits ?
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(ii) Can capital profit be distributed as

dividend ? Discuss with reference to case
laws.

(iii) What is the duty of an auditor in this
regard 7 3 +54+7

[ Internal Assessment : 10 Marks}
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() On 1st Jaauary, 2015, Prabhu & Co.
purchased a motor car from Automobile Co.
‘on the hire purchase system. At the time of
agreement, a sum of Rs.24,000 was paid out
of the cash down price of the car and the
balance would be payable in 3 equal
instalments together with interest @5% p.a.
The amount of Iast instalment including
interest was Rs.33,600. Depreciation was to
be provided at 10% p.a. on the reducing

balances.
- Prepare Motor Car A/c in the books of
Prabhu & Co. )
R R R v e s | b X
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TS T2 4

Mr. Basu furnishes the following details
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relating to his holding in 6% Government

bonds :

Opening balance : 1200 Boads of Rs.100
each at a cost of Rs.1,18,000. ‘

1.6.2010 200 Bonds purchased ex-interest
atRs98. . o

1.10.2010 Sold 400 Bonds ex-interest out

.of the original holding at Rs.100. |

1.1.2011 Purchased 100 Bonds at Rs.98
Cum-interest. '

1.2.2011 Sold 400 Bonds ex-interest at

Rs.99 out of the original holdings.

Interest dates are 30th June and 31st
December. Mr. Basu closes his books on
every 31st-March.

Show the investment A/c as it would appear
in his books. '

(7) Fafrf¥s wey it 2007 A Branch A/c
Branch Trading and P/L A/c, Head
Office -« IS 24ES ¥4 ¢

A Gujarat tl:ading firm has a bran.ch at Patna
to which goods are charged at cost plus 25%.
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Branch keeps its own sales ledger and
remits daily all cash received to the Head
Office. All the expenses are paid from Head
Office. The transaction for the branch for the

year 2007 are given below :
Rs.
Stock on 1.1.2007 - 55,000
Sundry Debtors on 1.1.2007 ' 550
Petty cash balance on 1.1.2007 450
Cash sales 13,250
Goods sent to Branch 10,00,000
Collection on ledger accouats 1,05,000
Goods returned to Head Office 1,500
- Baddebts - 1,500
Allowances to customers 1,250
Return Inward : 2,500
Cheques sent to Branch :
For Rent ' " 2,500
Forwages = 1,500
For salary and other expenses 4,500
- Stock on 31.12.2007. . 60,000
Sundry debtors on 31.12.2007 15,000

Petty c's:éh_ on 31.12.2007 (including '
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miscellancous income Rs.50 remitted within

the year). | 't

() FafRe o9 @7 AB Ltd. @@ Ixw
(i) Royalty Receivable A/c, (ii) Royalty
Payable A/c, (iii) Shortworking Suspense
Alc 2834 3 " 4

AB Ltd. took a license for production of a
foreign medicine from B.Pharma Ltd. ata
Royalty of Rs.1 per bottle produced. AB Ltd.
issued a sub-liscense to DC Ltd. on the
- basis of a Royalty payment of Rs.1-25 per
bottle sold. Minimum Royalty payable by
DC Ltd. was fixed at Rs. 15,000 p.a. witha
right to recoup shortworkings in the following
year. |
From the following details prepare (i) Royalty
Receivable A/c (i) Royalty Payable A/c and
(iif) Shortworking Suspense A/c in the books

of AB Ltd.
ABLtd. DC Ltd,
 Sales ClosingStock Production ~Closing Stock
Ist year . 50,000 5,000 10,000 2,000
2ndyear 70,000 - 8000 18,000 4,000
3rdyear 1,00000 10,000 25,000 5,000
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(¥) FRafis wipmz i 31st December, 2004
SIfRTe 7 IR NEXIM Bank-@3 Profit

and Loss Account 289 39 § pY';

- Rs.('000)
Interest on Loan 250
Interest on savingS A/c 150
Interest on cash credit 160
Interest on fixed deposits 190
Interest on overdraft 50
Amount charged against current A/c 20
Salaries and allowances . 120
Discount ‘ 40
Rent, Taxes and Insurance etc. 5
Dearness Allowance 35
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Rs.('000)
Commission, brokerage and exchange 15
Managing director's salary 15
Contribution to Provident Fund 10

(¥) AAALd. decides to sell its business to
BBB Ltd. as on 31.12.2014 on that date its
Balance Sheet was as under :

Rs. Rs.

Paid up capital : Frechold Property 75,000
10,000 sh. of Rs.10 each 1,00,000 Plant & Machinery 20,000
12% Debentures * 50,000 Stock-in-Trade 25,000
Sundry Creditors 15,000 _Sundry Dcbtors 30,000
Reserve Fund 25,000 Cash ) 30,000
Profit & Loss A/c 10,000 = Goodwill 20,000

2,00,000 . . 2,00,000

BBB Ltd. agreed to take over the assets
(exclusive of cash and goodwill ) at the
amounts stated in the Balance Sheet, to
assume the liabilities to the creditors, and
to pay Rs.50,000 for Goodwill.
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The purchiase price was to be discharged by
the allotment to AAA Ltd. of 12,000 shares
of Rs.10 each in the capital of BBB Ltd. at
Rs.12-50 per share and the balance in cash.
The expenses of liquidation amounted to

Rs.1,000.
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