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R Please check whether you have got the nght (uestion paper.
N.B: 1o All Questions 4re compulsory
7 2. All questions carry equal marks.
1 Use of simple calculator is allowed.
! 4. Draw neat diagrams wherever nccessary
Q.0 A Explain the following concepts (ANY FIVE)
- [ Allocation Function
2. Production Efficiency
' 3. Progressive Tax ratc
4, Direct Tax
_ 5, Canonof Sanction
6. Tax tolerance
7. Revenuc Budgel
’i-? §. Functional Finance
B. Choose the right answer from the given options and rewrite the statement.
|. Taxes are subject tO increasing ,
" a) Marginal Social Sacrifice b) Marginal Social Benefit
¢)Bothaand b d) None of these
2 When the size of the budget is optimum then .
a) MSS < MSB b) MSS > MSB
4 c)MSS=MSB ) d) None of these
3, Direct taxes arc
- a) Unproductive b) Elastic
d) Al of these

9.

=40,

/ I:-_~ \'c)SubSld[es R L

¢) Contributed by all
Special levy means

b) Charges for specific benefits

a) Tax on all people
¢) Gift tax : d) None of these
GST has replaced a variety of _
a) Direct Taxes : b) Indirect Taxes
¢) Fees d) Fines
public expenditure should be incurred to reduce
a) Production b) Employment
d) Deficit Financing

¢) Income inequality _
Jack Wiseman and Alan T. Peacock carried out study on
a) Public borrowing . b) Taxation

¢) Public expenditure d) Deficit Financing

* Sound Finance follow '
: b) Unbalanced Budget

a) Balanced Budget -
¢) Unified Budget - d) Multiple Budget
The key issue 0

@) Only Revenbe agsignment e ar
@) Only expenditure assignment ) None of these
Priniary, deficit is Fiscal Deficit less i e

Initerest Receipts o  b) Infersst payments
subsidies © . d)Defenceexpenditure -

bl

'_Markc: ! Oﬂl .

10

f Piscal f_‘*’ede_ralism is . :
" b) Revenue and expenditure assignment
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Q.P. Code 32592503
Answer any TWQ of the following;: : N ,‘23“.":
Define Public Finance and itg scope, L e ’1
Explain the principle of Maximum Social Advantage as stated by Hugh Dalton, th AvumpLons: . ‘é
and diagrams ! 2 w
Examine the role of govemnment in correcting market failure. T o
Answer any TWO of the following: ‘ 4 . - ik
Explain the sources of Public Revenue ‘ S P
Exglain the process of tax shifting and incidence of tax with reference to elasticrties of dcrm::d 2rd ‘ {*‘
supply. . B R -
What are economic effects of taxation? |

Answer any TWQ of the following:
Explain different classification of public expenditure.
Explain the social Security programmes.

Explain the burden of Public debt.

Answ

er any TWO of the following:
Expla

in the types of deficits in the budget.
Explain the features of Sound Finance.

.
What are the basic characteristics of FRBM Act 200372
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% Capital Redemption Reserve can be utilized for .

1, Payment of dividend

b. Issuc of right shares

¢. Issue of fully paid bonus shares

d. Setung ofT ngoinst losses ' i
9. The redemption amount remaining unpmd to preference shareholders is shown in the - AR

balance sheet us ..., . e kR

A Current liabilitics

b. Loan

¢. Share capital

d. Contingent linbilities s _ g
10. The claim of debenture holders on redemption is credited to ... LS G

a. Cash/Bank A/c M il TG

b. Sinking Fund A/c A : . ' st ‘

¢. Debenture holders Alc ; | r, woat

d. None of the above e
I1. The excess of consideration paid over net val

a.  Security premium

b. Goodwill

¢. Capital reserve

d. None of the above

12. Profit prior to incorporation is available for paymentof ....... s
a. Dividend : |

b. Interest on debentures . ; o, - .
c. Bothaandb . . LA s e
d. None of'the above

ue of assets taken over is called .......

Q.1 B] State whetller the l'ollowmg Statements are true or false: (Any Ten) - o e -
1) Authorized capna[ fs disclosed only for information, ol
2) The shares of all companics are listed on thestock exchanges.
3)- Partici patmg Preference shareholders can
Company.
4) Debenture capital is called as debt capital,
5) In case of redemption ‘of debentures, creation of De
optional to the Company. _ | e IR
6) Capml Reserve and Reserve Capital are one and the same, N S - il iy |
7) Issite of bonus shares resuts in' conversion of profit into share ¢apital. EROE TR
8 Premlum on rcdcmptmn of preference shares is adjusted out of proﬁts 7 o b
9 Dcprccmhon onuddwcry van is allocated io sales ratio. A _
L - 10) After redemption of. debentures, hnlance in Debcntum Rcdempnon Rcscrve is transferred
L ‘ 10 Generaj Reserye account. ' e
ol ])The aqscts oﬁ"crcd as security are released after rcdempuon of dgbenmres _‘;;\ SRR \ 73
12) PrQﬁi pnor tmnwrpuranon is trausferrcd o General Reservo; L EARET

participate and vote on al] matters affecting tﬁe.

benture Redemption Reserve ls‘
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i p umﬁ ;
"()lb o take over lhc bumnu‘.. of M/s A;) :
,‘ us Ineol mrutccl on I” May S ’ .
o Q.- Lj:?ﬁ::‘:lg‘[(:;ﬂfl::] l"k‘ ]f:”lm‘“;,l 2018, The Profif dnd l.oss Account for lhr' }Lﬂl (.Ildll\,!, , s
ns et i o b
. we. e : R e : .
: £y l,)cx,em]bu 2018 was as follo — ™ P;nllculurs . g -‘\RE.L : 3
- ] "Il?)rilltl:nl ;;d Taxes ~ 8,500 | By Gross Trofit | -"."’?2"02‘2'
To Administrative Salaries and expenses 2;")38 : '
" | To Selling Expenses 12';”“ e
" | To Dircetors Fees 2" v o
+ | To Camiage Outward [ -)"
| To Advertisement 18,000 a5 -
To Depreciation 3,000 )
;25 To Audit Fees 6,000
i To Electricity Charges 1,260 _ B ORI .
To Interest on Debentures. 19,800 o, R ol
- To Net Profit [,00,000 ; ARGt
o —_ - VR - -
! Total 2,12,020 | Total 2,012,020 | Tk

Additional Information: ' A ' 50
L. Sales for cach month from September 2018 to December 2018 were double the monthly L

sales from January 2018 to August 2018. 5
2. Audit fees are for the entire period.

3. Rent was increased from Rs.500 D.m. 10 Rs.1,000 p.m. with effect from 1% August 2018,

You are required to prepare stalement of Profit and Loss, allocating the income and expenses on -
suitable basis between Pre and post incorporation periods.

OR

Q.2 Fida Pvt, Ltd. was incorporated on |* August 2018. This company agreed to take over business ’ -:"" g
of Ada & Co. as going concern with effect from | April 2018, gt

The Profit and Loss Account for the ye

ar ended 31* March 2019 is given below:
Particulars Rs. Particulars Rs. o i
To Administrative sta(f salaries - 1,68,000 | By Gross Profit m‘ AR
To Rent 1,60,000 ' 3
To Electricity Charges 30,000
' To Advertisement 21,000
® | 1oBaDebs 5,000
To Commission on Sales 33,000
To Preliminary Expenses w/off 7,000
To Interest on Debentures 3,000 i
' - To Interest on Purchase Consideration 6,000 .
To Net Profit 1,67,000 A
: Tuhll 6,00,000 ) Tmal 6 00 (j(}
| *\ddmnml Information ; ' RN e e .
% 2 -Sales for pre- :nuorpomimn period were ¥5,00,000 “which were i/3 ol'thn. lotail.salé;':' 2
vy 2. Rent from 1 August 2018 was mcrwsed by ¥3,000 p. m, 4 s
s ‘3. .bal'lur,s o admmlslrltwc sta[f was mu'c 1sed by 23,000 pm,, we: [ [‘l
: 4 Bad Debis dre from the debtors relating to the month of Mareh 201}; %
5 Purch%v Cousxdemhnn was pa:d on 30“‘ ‘aeplcmber 20[8" e




T S
11."_.' SR
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- Prepare Statement showing Profit 'md LLoss for th. year ended 31st Mﬂrch 2019 qupmprmtmgr
all income and expen(hlure ilermns between Pre- m(.'mpnranou and Post uu.orpor'mun perwd nn :
~ suitable basis. . iy el

¢

Q. 3 Following is the Balance Sheet of Diamond Ltd. as on 31% March 2019

- ;

Liabilities 3 Assets 1 4

20,000; 8% Preference Shares of 20,00,000 | Fixed Assets 37:00v000 _

100 each fully paid [nvestments 14,00,000 i

2,50,000 Equity shares of 10 25,00,000 | (M.V. T 15,00,000) 7 SRRl e T T

cach fully paid Current Assets 26,70, 000 B U

Profit & Loss a’c 12,50,000 F'.I S -k

Dividend Equalisation Reserve 9,00,000 8 by o

Securnities Premium 120,000 ' 1 R e A T

Current Liabilities 10,00,000 . ; T eps T
Total [ 77,70,000 Total | 77,70,000 ) .. ~

8% Preference Shares are duc for redemption on 31% March 2019 at premium of Z10 per

share. The company sold investments at market valuc. The Company decided to utilize available " 4.0
sources to full extent for redemption purpose. The Preference Shares were redeemed on the due ERFCEY

date. The payment was made to all preference shareholders except one shareholder holdmo 800 .
preference shares who could not be traced.

Pass journal entries in the books of Diamond Ltd. to record the above transactions and ' o
prepare Balance Sheet of the Company after redemption of Preference Shares.

OR -

Q.3. Following is the summarised Balance Sheet of Soham Ltd. as on 31% March 2019: : i A
Liabilities T Assets = 4, .
12% Preference Shares of Fixed Assets 28,00,000| = = E.

T 100 each, T80 paid 24,00,000 | Bank 27,60,000 ‘ . =3 ;
Equity shares of T 10 each fully Other Current Assets 13}09;000 | vl
paid 12,00,000 _ R ";.!:._'«c
Profit & Loss a/c ]l;’ggggg _ " .".‘ l.
General Reserve ,60:000 L f 0 gy
Securities Premium 9.00.000 W A s

Current Liabilities AR

| ' Total | 68,60,000 Total | 68.60,000] - ‘:._: £

Thc Pleterence Shares are to be redeemed at 10% premium, fm this purpose the (‘Z‘ompdn) ; ;
m’lde thc final C’lll and all call money was duly received. e YO

O s Apnl 2019 a fresh issue of Equity Shares of T 10 each was made at lO“! prelhmm to
n

the Companies Act for the putpose 01’ mdempuon of
tent as: rcquucd under
1ha nummum ex « »

ofetence Shares.
Pre feruon 15 Oct ober 2019 BOhus shdrm were 18

date.. >
d 011 Ihe" san rd th abe\‘;& tmmanhmia
:]1 enmeq in (hebooké t:hSoh:un Ll.d 10 rcco e

V=
.’_ -

sued af p‘n at lhE: mh: orf onu shau tl][fﬁvt:ry W’B!

Tl

bh'ares hel
2 Pglss-JD_l!m
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"*;’Ff Q4. Prudencc Ltd. redeemed ¥50,00,000; 129 % Debentures al a premium of 5% iully t&m'
of profit on 30" Sept. 2018. The company had a Debenture Redemption Reserve of
Z10,00,000. For the purpose of redemption of debentures, apart from crcaung l)cbcnture

; gt Redemption Reserve the Company complied with the necessary slatutory provisions in sm.h 8
' a manner so as to utilize the funds of the company to the minimum possible cxtcnt PJS*’: '
necessary journal entrics for the redemption of debentures. - s Sy
OR R
- Q.4. Pass necessary journal entries for the fallowing independent-transactions: PR e
i 1. 9%, 8,000 Debentures of ¥ 100 cach duc for redemption at 10% premium.
y 2. Money paid off to Preference shareholders for 11%, 30,000 Preference shares Of
T 10 each due for redemption at 5% premium. : ; Z
;,43‘ 3. 25,000 fully paid Bonus shares of ?10 each issued out of C‘apatul Rcdunphon Rcservc
4. Investment made of ¥3,00,000 in pmsuant to statutory compliance of Rcdcmptlon o
i of Debentures. AL ;
“ 5. Premium on Redemption of Preference Shares. ?l 50,000 written off'
' 6. Debenture Redemption Resérve Z5, 00, 000 transferred to General Reserve. ‘
7. Money received in full out of fresh-issue of 30, 000 Equity Shares of 210 each at premrum
Y10 per share for the purpose of Redemption of Preference Shares. .
Q.5 Following is the summarised Balance Sheet of Sunshine Ltd. as on 31 March 2019: “.
Liabilities T Assets 2 Y
Authorised Share Capital: Fixed Assets 5,50,000
1,00,000 Equity Shares of Rs.10 each | 10,06,000 | Investments 1,00,000
10,000; 9% Redeemable Preference . | Cash at bank 1,20,000
Shares of Rs. 100 each ~ 10{00.000 |- Other Current Assets 5,80,000
d Issued and Paid up Capital:
; 50,000 Equity shares of Rs. 10 each oot
fully paid . 5,00,000 : el g
i ' 5,000; 9% Redeemable. Pleferencc : ~ ' 1 e o
© Shares of Rs.100 each fullypald ‘ 5,00,000 i f vy e
| Reserves & Surplus R o CL AN Fd
Profit & Loss a/c 2,00,000| - - N BEREeC)
General Reserve 1,00,000 Tt | el N
Currerit Liabilities - 50,000 o O GRS LR rge 1y
Total | 13,50,000 Y = Toml B00001] 1-; ;
| _On I** April 2019 the Company sold part of its investments at X72, 000 .“mer 2y, N
F the. Company dcc:dcd to: - 4 ; ‘
3 R 1; Redeem the Prefarence Shares at premiur of 5% SR A
2R Issue I;qujty Shams of T10 each at par to the extent it s’ lequxred 1111d I i RS

.A_.n.‘.‘ 2 erlhe'cé ‘ T
weiy e Act for the purpose of redemphon of Preference Shares P ‘. i mpf_m}

3 Anange Tcmporarv Bank Overdrn['t 1o manage lhe hmds 11 lcqu_lred

Scanned by CamScanher



2 R TR % S -

£ v * ;ww
‘

: : &
: P aper /Suby:u (,mlc' 7, r‘n'\ .f Au:nunhmu uml Ifimmcml :\Immg,um.ni

You are required 19¢

& Show necessary Joumal entries in the books of Sunshine Lid. 1o rcwld the. *“"Wt U“m'*tl‘-'ﬂoft
b. Plemre Balance %hcu thercalter, z ' g K e

' OR ‘
Q.5

A ACOn 31 December 2018 Plasto-craft Ltd. redecmed 5,000, 9% debentures Of T 100 k-"ldl bw

-converting them into cquity shares of # 10 each at a premium of £2.50- DLT share; O" the

same date the company also redeemed 2,500, 12°% debentures of 7100 czréh m cash B
Company complied with the

profits and f(unds of the
Jjournal entries,

necessary statutory provysions in such a mEnmer so ds Io uuhze
company to the minimum possible extent. Give the. mcewuy

Q.5 B. Calculate the profits prior to and post incorporation from the following details:
Majestic Ltd. was formed on |

from 1I*' April 2018. Sales from
from 1™ August 2018 1o 31

August 2018 to take over the business of a panner'shlp tn'm - _‘ d
1" April 2018 to 31 July 2018 were T 6.00.000 and sales:

October 2018 were T 11,00,000. Sales from 1 November 2018

to 31 March 2019 were T 13 ,00.000. Gross profit for the year was T 6.93.000. Total-ﬁxed,'
expenses for the year were Z2,10,000

and total expenscs relating to sales were ¥ 240, QOO
Directors’ Fees amounted to 12,000 and Auditor's Remuneration Tor full year was. s
24,000 which include ¥ 6,000, charged for consultancy with respect 1o lormaub_n‘ of _
Company. i ' \ '

] v ' o

Q.6.A. What is Employce Stock Option Plan? Explan the legal provisions governing it, ]

i & SE .V.l ‘]';'\_‘
Q.6.B. Distinguish between Shares and Debentures. . o :

OR b R T A R

Qﬁ Write Short notes (Attempt any FOUR): igei . | Tey .
l. ESCROW Account - it R il
2. Bonus Shares - ‘ ‘ SR e
3. Debenture Redemption Reserve | ,
4. Non- divisible profits . e
5. Panpership Vs. Limited Company. AP
‘6. *Emﬁt Prior t0 lncorpo;‘alEOII_ ) it = S MR

L 4 5 LRt S

e T = Sl

v T o
-] - p4a T e
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- o artounting and Anditing ~Auditing. iy
- e \ i N T4 g ‘_T “ "':‘ ; ENEE ‘;'\.
(M Co e 2 =" TR
s

" TIME: 3 Houry e i A
N.B: (1) Ay questions n_re compulsory, R
§

(2) Figurcs to the right indicate fu) marks, 2y &)
: ’ L3 ‘v'l'.— > u‘r i ]"i
i1 (A) State whether the following Statements are True or False (Any. Tcn) ' 3 . A (1.0) £t :
i. The Statutory auditor s responsible for taking-.éfgd‘cbnipil‘iﬁg' the ihﬁt;mpry. 7 .l
it An auditor should gt like a bloodhound ang not zji-watéhcjbg; i+ '
i N

i Anauditorcannot take the help of experts... PR RAORE .

An Audit Program will serye iy purp

Audit Sampling does no

- : : 7‘.'
ose-onlyifif is inwrithg, ~ 0 :
treduce the'r

esﬁti'h,«;}jai-Lityfo'f-th
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=
Q
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2
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a
[72]
g
g
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=
a
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Q
h
-
3
3
1¢]
g
o

An auditor shouldfals_o V_el'lfy couﬁngeﬁtf;ﬂblhn B%-—‘h \ C
(B) MntCh; themimhs (Kny' Tén)‘ '.‘ & ) . ' '-.—V\. e e -

Column ‘A> -~ M 3 L el
._ . Voﬂching, .| -* Mefhod ofselectingsample DR 1
L Wr_éqg‘Cagting‘bymi;siz\ﬂce N

xR 'Héll_liﬁ in deciding Sample Size
[ - *® . Teemirg and Lading: N

B N s Bramination of documentary evidence .|
. Audit History LS e T Atype of ergr "
- * % Random Selegtion, > 7|~ 7,
= ) ) : A 2 B

i s o ~ | Atypeof fraug ' Tt S5 L
L. Tniex'p_ai‘CheEk g T Window Dressing Lk
g S Tr_lt‘temé]"A'udigor.A ) Users of financiy| information o
L N | L it [ P
ik .:Smmtowﬁudﬂor = No Prescribed Qualification ~ - Ry
RRNRNE I A . Biinkers i ot 7 - Part of Intemal Contra]s SR ik
T e " ~'s ‘Balance Shebt:Audit % Property of Auditor. i, LRt

LA ’thyManagement k- Isuh—:;pthAudlt Dflféﬁ{s ." g

;:"3,,;5}: ‘é‘::'_
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: imary objectives of Auditing?
* B) What are the primary objectives vl Al

OR
. - [Ty R 2 " X ,-)
') Explain the termy ‘Errors™. What are the diﬂcl@t types Qi ] .:‘mrs
D) What 15 meant by “Annual Audit™? What are its advantages?

3. A) What s an *Audit Note Book'? What arc i1s contents”? |
B) What is an *Audit Program™ What are its disadvantages?” ol
OR g e,
C) What 1s a Permanent Audit File? What are the contents of a Permanent Audit File?
D) Explain the importance of the Audit Working papers.

4. A) Enumerate the factors influencing the sample size. ; : (08) ¥
B) What is Test Checking” Explain in brief the drawbacks of Test Checking. 07) -
OR PR Q4
C) What are Internal Checks? What are the objectives of Internal Checks? o {08z v (o
D) Explain the Internal Controls for Debtors. 5T W7y Pt i
S. A) How would You venfy Plant and Machinery? ‘ . {08)
B) How would you vouch Cash Sales? 07
OR - e
C) How would you verify Furniture and Fixtures? :

D) How would you vouch Consignment Sales?

6. A) What is Auditing? W

hat are the inherent limuations of
B) Explain the concepts

of Verification and Vabuation.
OR

Auditing?

6. C) Write Short Notes (Any Four)
a) I’rinciplcsof&\uditing . .
b) Secret Reserve . g
) Audit Planning 0
d) Sampling Risk ' PRl 150
¢) Internal Audit
1) - Vouching

LA TS 23T
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