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Section I

I. Group DiscussionFundas

Group Discussion is one of the most important tools to assess the personality of the interviewer. The tools are designed to check the team skills and not the individual skills.  GD is a discussion by a group of people focused on the issue. Generally 8-15 participate in the GD to discuss the given topic within the given time.    The panel tries to measure your-

(a) Confidence level

(b) Knowledge – academic knowledge and the environment around you

© Communication skills- it not implies about speaking but includes listening. A good listener becomes an effective member of a Group. 

Some tips for an effective GD

· Be your natural self- do not manufacture artificial responses


· Speak when you have something sensible to speak. You have to build a great balance between speaking and listening.  Do not take either of the extremes

· In the summary apart from your points relate views of others also

· Build your content. Content is the king. If you give glimpse of your knowledge, even the softest intervention would get a favorable response from the group. Use facts and illustrations effectively

· If content is not your strength, master the art of entering the discussions

· Mobility is the key. Appreciate the others’ points of view. And if you are convinced do not hesitate to shift opinions

Some Indicative topics for group discussion

1. Do you think that India will be effected by Recession in America?

2. Globalization aboon or a curse for India?

3. Whether  the Nuclear Energy is a solution to the Energy Crisis in India ? 

4. How to balance between Nuclear power and environmental issues?

5. Do your think Govt. is right  in retreating its stand on subsidy on LGP, Petrol ?

6. Is administered price mechanism actually dismantled in the oil and gas? 

7. Should all the subsidies be removed?

8. How to fight poverty?

9. Can Lokpal Bill solve the corruption ?

10.  What is your opinion whether Prime Minister and Judiciary should also be under the preview of Lokpal Bill.

11.  Corruption is the price we pay for democracy.

12.  The answer to corruption: more women in politics. 

13.  Is globalization really necessary? 

14. Why women managers are less in number? 

15. Are the women better manager than man?

16.  Can India become Super power in  2050?

Section II

II. Interview Fundas

Interview is a process giving great opportunity to make an impact on the panel. It is a face to face meeting for the purpose of assessing the qualities of a candidate.  The time you spend in the preparation for the interview would decide your rate of success. 

During Interview:

1. The process of judging starts as soon as you enter the interview room. It is important that your first impression on the panelist is very good. You should keep a number of tips in your mind. Some of these should form part of your daily routine. Enter the room after knocking the door and   wish the panel on seeing them. Further,

· Wear formal clothes.

· Use talcum powder or mild deodorants to avoid body odour.

· Avoid use of strong perfumes as many people have strong averse and even allergic to them.

· Make sure that your hair is well shampooed. Avoid oily hair.

· Bring a professional looking folder to carry bio data, mark sheets, certificates and testimonials with you.

· Keep your cell phone switchedoff or in silent mode before entering the room. Keeping it even on vibrating mode may distract you.

2. Lead the interview, whenever possible- do not waste the window of opportunity provided by the panel to showcase your ability/strengths

3. Be precise- be lucid and to the point. A loose talking person is instantly disliked and misjudged

4. Don’t bluff- If you do not know have the courage to say No. Do not bluff. Your honesty will be respected.

5. Humour- A little   humour and wit here and then would show your pleasant side to the panel. It has to be natural.

6. Listen carefully- if not followed,  do not hesitate to seek clarification.

7. Maintain positive body language- Keeping  eye contact is important. Watch your posture. Your body language should speak for your confidence and keenness.

8. Be natural. Play on your natural strength. Make it an enjoyable experience for them.

At the end of interview

At the end of the interview, the interviewee is usually asked if he has any

Questions to the panel. Some of the questions to be asked are:

(Candidates are also advised to refer to the presentations of the companies.

Information already available should not be asked.)

Exact profile being looked for.

More details about the organization.

Location of posting.

If there is a probation or if one would be confirmed immediately.

If there is a formal induction programme planned.

When and how would the result be conveyed ?

Enquire about reimbursement of train or air fare if not already

committed.

At the end of the interview if the panel has nothing more to ask, you should

usually conclude by thanking the panel for giving opportunity for being

interviewed.

You should shake hands only if offered by the panel members.  Place

 the chair in position, collect your things in a swift motion and softly walk

out of the room. Avoid slamming the door.

Preparation for the interview:

Prepare your self on the information given in the  your CV . Many questions will be asked based on your CV.

1. Tell us about the job profile you are handling. What are your achievements.

2. What were your roles and responsibilities in the  company?

3.  Give us a practical situation or narrate a particular problem faced by you

in your job.

4. What are the major contributions made by you  ?

Generally asked Interview Questions

Given below are some of the questions generally asked in interviews. For most of the questions, answers are not provided. You are advised to find answers  yourself so that you would be able to answer the same in your own terms.  The answers given for some questions are indicative in nature   just to provide general idea.You  shouldgive original answers based on your  own experience. 

1. Learn about the Organization which has called you for interview

2. Refresh yourself on Academics- Apart from your ICWAI subjects, update your knowledge about current financial/economical/political environment. Make reading newspapers as a habit.

3. Substantiate claims-   Your claims about work, achievements, hobbies or interests etc., are to be substantiated with knowledge. Every word you utter must have adequate justification.

4.   Find your answers: It is always better to find your own answers. What sounds a good answer to another may not fit you. Best way is to raise various questions yourself and find your own answers. Some starters are given below.  They can spark a chain of thoughts. Please writer brief answers to each of the questions in the space given.  

1. Tell us about yourself

This question or something similar usually starts every interview.  Your answer should be well-rehearsed, confidently delivered and last between 3-5 minutes. It should also:
• Focus on the areas of most relevance to the job in question 
• Include some impressive achievements e.g. improvements made
• Convey your enthusiasm for the job
• Avoid personal or irrelevant information e.g. your children, un-related jobs


( Try to highlight the information not given in your CV. Don’t start with your name as the same is already known to the panel.A good answer to thisquestion focuses on work-relatedskills and accomplishments. Tell the interviewer why you think your work-relatedskills and accomplishments would be an asset to the company )


2. What are your career objectives and how do you intend to achieve them?

They are checking if you are likely to stay and if so, for how long.  Reassure the employer that the role you are applying for fits your career plan and your longer term commitment to the company. 
( Avoid giving routine answers like “going up in the ladder” of type. Try to convey the message that your career objective is intertwined  with the growth of the organization with which you are associated)

3. What is your favorite subject?  (better you tell a subject on which you have deep understanding. Be prepared for questions from other subjects also)

4. Indicate one significant achievement in your life till date?

( It can be your School/College related- better to avoid telling about your family position and odds you faced to overcome the same)

5. What are your strengths and weaknesses?

Focus on what you know they are looking for, even if it has been a smaller part of what you have been doing to date.  The job advert or person specification form will give you the information you need about their requirements.
Choose a weakness that:
• Doesn't matter for the job.  
•  Used to be a weakness but which you have improved upon e.g. presentations


(Try to turn weakness into strengths i.e., present a strength of yours disguisedas a weakness. The interviewer is not interested to know your personaldeficiencies)

6. Justify your suitability for the position?


Your answer should reinforce why you are such a good fit for the job and then convey your enthusiasm for the role e.g.
• good match between your skills and their requirements
• interested in the product/market/sector
• company's excellent reputation, exciting challenge etc.
Do not say (even if it's true) that you just need a job, or you want it because it's local.  

7.  What are your salary expectations?
Salary negotiations are best handled at the job offer stage so try to avoid this at interview if you can.  If forced to name a price, give a realistic but wide salary range and say that you feel that salary won't be an issue if you decide to work together.

8. What do you know about our organisation?
You need to know the following:
• Company structure, finances, products and services, key staff 
• Customers and competitors

9. Who is your role model?

10.How do you want the people to remember you as? or. What are three things your last boss would say about you ?

This question asks for three positive things yourfuture boss could say about you

This question provides you the opportunity to state positive attributes about yourself using your boss’s words. 

11. Are you sensitive to criticism ?

12 How do you handle deadlines ?

( Your answer should indicate the importance of proper planning and scheduling of the tasks to meet the deadlines)

13. Are you a leader or a follower ?

An organization would look for a person with leadership qualities; at the same time it would also look for someone who listens to its clients and be guided by their requirements. You may also say that you would like to become a Transformation Manager rather than a transaction manager- you need to understand the meaning of this statement and substantiate your claims

 In campus placement many companies are holding written examination, Group Discussion and personal interview  to select the candidates .   In this section we tried to incorporate the multiple type question and single line question which will help you during campus placement. 

Cost Accounting & Cost Accounting Standards

Q. When was ICWAI set up ? 

Q. How many many Cost Accounting standards have been issued  by the ICWAI?

Q. What is Cost Accounting  Record Rule ( CARR) ?

Q. Discuss the provisions of maintenance of cost account records, cost audit, and interface with statutory auditors under the companies act .

Q. What is difference between Cost Accounting, Financial Accounting and Management Accounting?

Q. How is marginal costing different from other recognized methods of  ascertaining cost ?

Q. How is flexible budgeting useful in a competitive environment ?

Q. What is zero base budgeting ? How is it different from the conventional budgeting exercise ?      Does it help in cost reduction ?

Q. Differentiate between cost reduction and cost optimization ? Do you think activity based costing is a solution ?

Q What is “ABC analysis” of inventory ? 

Q. What is “breakeven analysis” of inventory ?

Q. What Vital, desirable and essential analysis ?

Q. What is that stock called which is built up of some commodity to meet requirements in emergencies, i.e. when scarcity occurs ?

Buffer

Q. Does the classification of all items of costs under the broad heads 'Variable' and 'fixed' cost used in the conventional parlance relevant in the present context ?

Q. Why is said that  "all costs are variable in long run" ?

The fixed costs are fixed for a given level of activity because the decisions on the size of the business are not taken on short term basis. However in the long time frame the business may decide to discontinue the business or increase the capacity. In the former case the fixed costs would go down and in the latter case the fixed costs would go up. Thus it is said that all costs are variable in the long run.

Q. How is the analysis under cost volume profit linkage useful as a Technique of marginal costing ?

Q . Do you think that budgeted cost and standard cost could be the same for an organisation when it has reached a certain level of environment ? 

Q.  What do you understand by the term “administered pricing” ?

Q.  What is sunk costs ?

Q. Which costs should not be considered in incremental analysis ?

Q. What do you mean by activity based costing ?

Q. What do you mean by EVA economic value added ?

Q What are the decisions relating to working capital and short term financing called ?

Working Capital Management

Q. What do you mean Capital budgeting ?

Q what are the methods of capital budgeting 

Q. What do you understand by IRR and “payback” period ?

Q. What is the meaning of free cash flow ?

Q. What is “Takeout Financing”?

 Financial Accounting & Accounting Standards

Q. What are the fundamental assumptions which underline the preparation and presentation of financial statements ?

Q. What are the disclosure requirements regarding fundamental accounting assumptions ?

Q. Discuss the concept of “materiality” with reference to disclosures in the Financial statements.

Q. What are the major considerations governing the selection and application of accounting policies ?

Q. Why accounting standards are required ?

Q. What is net realizable value with reference to inventory ?

Q. What information you require before approving an invoice for payment?

Q. How would you evaluate machinery spares which can be used only in connection with an item of fixed assets and whose use is expected to be irregular ?

Q. What are the exclusions from the cost of inventories as per accounting standards ?

Q. What is the disclosure requirement on inventories as per accounting standard ?

Q. What are the components in a cash flow statements as per AS3 ?

Q. Give an example of non cash item to be excluded in a cash flow statement.

Q. What items are normally disclosed under the head 'financing activities ?

Q. What is the fall in the value of an asset called ?

Depreciation

Q. Give an example of events occurring after the balance sheet date. What is the disclosure requirement in respect of events occurring after the balance sheet date as per accounting standards ?

Q. Can an organisation change its accounting policies from year to year ? In such a case, is there any need for disclosure ?

Q. How would you treat the changes in historical cost of an asset arising

out of exchange fluctuation from a long term loan liability ?

Q. When would you consider deferring research and development costs of a project to a future period ?

Q. With reference to the accounting standards when would you consider a sale to be complete ?

Q. Can revenue recognition be postponed by an enterprise ?

Q. What is the disclosure requirement when fixed assets are revalued ?

Q. How would you treat forward exchange contracts while finalizing the Accounts of an enterprise ?

Q. Give examples of disclosure requirement for related party transactions.

Q. What do you understand by primary and secondary segment reporting ?

Q. Does segment reporting really provide any shareholder value ?

Q. A company takes a loan from the financial institution for construction of a factory, the financial institution charges commitment changes and onetime management fee in addition to interest charges. Will you consider the commitment charges and management fee as borrowing

cost under as16 

Q. Are the accounting standards recognized by the companies act ? If so, how ?

Q. What is deferred tax liability ? In which items does the deferred tax

liability get generated ?

Q. What is the difference between AS5 and AS 9 ?

Q. Tell us something about the AS22, brought forward losses ?

Q. What is the difference between AS2 & AS 13 ?

Q. Why do companies normally recognize deferred tax liability but not deferred tax asset ?

Q. How would you identify segments that have impaired and evidence under AS17 ?

Q. How would you identify assets that have impaired and evidence therefore under AS28 ?

Q. Which principle is followed in consolidation of accounting statements ?

Q. What are the typical points in computation of EPS ?

Q. What are IFRSs Name the body that frames them ?

Q. Why we have to adopt IFRSs in India ?

Q. What is XBRL ?

Q. What is the effective date of implementation of IFRSs in India ?

Q. What are the main difference between IFRSs and Indian GAAP ?

Q. What is US GAAP ? Is there any comparative system in India ?

Q. What is the need for convergence of IFRS with Indian Accounting Standards ?

Q. How will you deal with surplus standing in the balance sheet ?

Q. Tell us about the recent amendments in the accounting standards.

Q. Is Preference Share part of Capital or Loan

Q. Is license fee paid by a telecom company to be treated as revenue or capital expenditure. Give reasons thereof ?

Q. How would you evaluate the financial strength of an organization from its balance sheet ?

Q. Do you subscribe to the view that for a new enterprise depreciation should be provided on the basis of written down value (wdv) of assets to maintain uniformity with depreciation rules as per income tax act ?

Q. What is debt equity ratio ? Explain the significance. Is it advisable for an organisation to have higher debt or equity if, an enterprise is putting up a totally new project ?

Q. What is operating leverage and what is financial leverage ?

Q. Does a higher net profit always represent a surplus cash flow ?

Q. How do you distinguish between capital employed and net worth ? How are these calculated ?

Q. What are intangible assets ?

Q. What are tangible assets?

Q. What is arbitrage ?

Q. What do you understand by tax deductible interest and tax shield on interest payment ?

Q. How is the taxable income of a company derived from its accounts ?

Q. What do you understand by the term “corporate governance” ?

Q. What do you understand by public financial institution, all India financial Institution and nonbanking finance company ?

Q. How to pledge ?

Q. What is nonperforming asset (NPA) ? What are the implications of NPAs to the borrower and the lender ?

Q. What are the various risks a lender will have to take in respect of shortterm, medium term and longterm lending ?

Q. What are the various parameters a lender will look at before deciding to fund a project ?

Q. What parameters should be kept in view to determine the period of a term loan while funding a project ?

Q. What is the difference between bond and debenture ?

Q. What is Swept eqity?

Q. What do you understand by disinvestment ?

Q. What is spread ?

Q. What is margin money ?

Q. What is working capital ?

Q. How you can assess the working capital requirement of a Company?

Q. What is commercial paper ? Why companies use them ?

Q. What are the conditions for a company to raise equity funds from the capital market ?

37. What are the various methods of funding working capital ?

38. What is a letter of comfort and how is it different from a letter of

Guarantee ?

39. In an import contract for which payment is by letter of credit, if the

goods imported turn out to be damaged, can the payment under letter of

credit be stopped ? If not, what are the recourses available to the

importer ?

40. Under a letter of credit, if the documents are received and the opener

has no funds available in the account, is the opening bank obliged to

remit ?

41. Can Indian mutual funds invest in shares and other securities abroad ?

42. What is a debt recovery tribunal ?

43. Is it mandatory for nonbanking financial companies to have registration with RBI ?

Q. What is a universal bank ?

Q. What is a “standby letter of credit" ?

Q. What are ECS and EFT in banking terminology ?

Q. What is an echeque ?

49. What is meant by payable at par facility provided by a bank to its clients ?

50. What do we mean by treasury management in a company ?

51. What do we mean by wealth management for individuals ?

52. What is asset securitisation ?

53. What in MIS Reporting ?

54. What do you look at when a Financial Statement is given to judge the

creditability of the company ?

55. Explain journal entries and accounting processes.

56. Explain ratios analysis

57. What controls may be incorporated in accounts payable

58. What is Net worth of a company ?

Q. What is fair value Accounting?

59. What is fair value of an asset ?

60. Explain debtors. How do you deal with them in books ?

61. What is Diluted EPS, How it is Calculated, Which companies required to

disclose diluted EPS ?

62. What are the assumptions while doing Actuarial Valuation for Gratuity ?

63. What is process to avail loan ?

64. What are Qualified Institutional Placements ?

Corporate and other laws

1. Explain the process of formation of a Company

2. What commercial precaution should an organisation take before

declaring bonus shares ?

3. Do you agree that bonus shares represent a compensation for inflation

factor for the money initially invested ? If so, is it advisable for the

organisation to issue bonus shares periodically ?

4. What is the real difference between bonus issue and stock split up ?

5. If a cheque is returned, what course of action is available to the

beneficiary ? Is there any legal recourse available and if so, indicate the

details ?

6. What is a guarantee ? What is collateral ?

7. What is mortgage ? How it is different from hypothecation ?

8. How is hypothecation different from pledge ?

9. What is uniform sales tax ? Why is it relevant ?

10. Is the loan extended on the security of bank guarantee treated as

secured or unsecured loan and why ?

11. What is the stock transfer treatment under vat regime ?

12. Explain when a special resolution is necessary under the companies act

for appointment of auditors of a company.

13. If the management intends to change the statutory auditors, is there any

specific procedure to go about it ?

14. How are the auditors of a government company appointed ?

15. Explain the provisions regarding “audit committee” under the company

law.

16. Can dividend be paid out of capital profit/past profits ? If so, there any

conditionality to be met ?

17. Can a company revise the accounts as approved by the board of directors

and reported upon by the auditors but before they are adopted by the

shareholders in the AGM ?

18. Can the company revise the accounts after the same have been adopted

by the shareholders in the AGM ?

19. Discuss the disclosure requirements in respect of the following items as

per schedule vi to the companies act:

A. Fixed assets

B. Sundry debtors

C. Stocks

D. Contingent liabilities.

20. Does the companies act regulate payment of remuneration and perks to

CEO ? If so, how ?

21. When are special resolutions required to be passed in companies ?

22. Are special provisions contained in the companies act regarding

Government companies required / necessary ? If so, why ?

23. How does the companies act attempt to prevent oppression and

mismanagement ?

24. Can a company buy its own shares ? If so, what are the compliance

requirements.

25. Is creation of debenture redemption reserve necessary in connection

with the issue of bonds under a private placement scheme ?

26. What is the purpose of debenture redemption reserve ?

27. Can a company change its accounting year and if so what are the various

formalities to be complied with ?

28. What is a "group" company ? And is it defined anywhere ?

29. What is BIFR ? When is a company referred to BIFR ?

30. What is a “sick” company ?

31. Is a company required to maintain statutorily certain books of accounts?

32. What is meant by employee stock option ? What is the advantage

derived by a company under this scheme ?

33. A public limited company wants to invite public deposits. Describe the

statutory provisions and procedures thereof.

34. How has corporate governance enhanced the role of audit committee of

the board ?

35. In which law have rules and regulations regarding ecommunication

and

maintenance and submission of information financial and other records

through electronic mode been prescribed ?

36. Which statutes and regulatory provisions will you refer to while working

on corporate governance ?

37. What do you know about SarbansOxley

act ?

38. How preference share are different from equity ?

39. Tell us about Section 297 of the Companies Act, 1956.

40. What are the advantages of limited liability partnerships.

41. How will you promote a public company ?

42. How many minimum members are required to form a public limited

company ?

43. Difference between public company and private company

Taxation

Auditing

Q. Difference between auditing and accounting ?

Q. Discuss the relationship between internal and external auditors?

Q. Why internal control is necessary?

Q. What is the internal control system give examples of internal control System.

Q. What is audit plan ?

Q. How stock audit are conducted ? What is its necessity ?

Q.  Which form of audit is better internal audit or statutory audit ? Why ?

Q. What are the different types of Audit Reports ?

Q. What is Concurrent Audit ?

Q. What are the governance issues to be considered while auditing ?

Q Please explain programme for verification of work in process.

Q. What is peer review audit ? When is it required ?

Q. Discuss process of auditing sales.

Q. What controls can be instituted by the management of an entity over Computerized processing of accounting data to prevent errors, frauds, accidental loss of data, etc. ?

Q. What are special audit techniques employed by the auditors (s) to verify the computer based records ?

Q. It has been the policy of the company to value the inventories of finished goods at selling price since the items have a ready market. However, the auditor objects to this valuation on the basis that it amounts to recognizing unrealized profit. What is your advice ?

Q. The statutory auditor's report in its latest format tends to project the accounts as that of the management. Does that absolve the auditor from his responsibility ?

Q. What are the major of areas of internal audit in case of finance companies

Q. Why audit cannot provide absolute assurance ?

Q. Being an auditor, how can you identify willful nonmonetary Fraudulent accounting entries to boost profits ?

Q. The company is an all India organization with offices spread over the different parts of the country. As the chief internal auditor of the company, how will you organize the internal audit department and conduct the audit ?

Foreign exchange and risk management

Q. What are the different types of risks a company faces ?

Q. What do you mean by risk management ?

Q. What are financial risks and nonfinancial risks ?

Q. Can any company reach complete risk elimination ?

Q. Is interest available on government securities completely risk free ?

Q. What is MIBOR ?

Q. What is forward contract ? Who can book forward contract ? What is the period for which forward contracts can be signed ?

Q. How do you distinguish between options and forward contract ?

Q. Who can participate in the options market ?

Q. What do you understand by primary dealer ?

Q. As an Indian citizen, can you hold foreign currency in India and if so, for how long and how much ?

Q. For a visit abroad, how do you get foreign exchange ? What are the

ceilings ?

Q. What is line of credit and what is the difference between line of credit

and external commercial borrowing ?

Q. What are ADRs and GDRs ? Is it different from equity share and if so, what are the differences ?

Q. What is the foreign exchange risk ?

Q. Broadly indicate the methods available to manage foreign exchange risk.

Q. What is asset liability mismatch and is it relevant only to finance Companies or to every business ?

Q. What is asset coverage from the lender's point of view and what is acceptable level ?

Q. What is LIBOR ?

Q. What do you understand by "currency swap" and "interest rate Swap" ?

Q. As incharge of finance department of a big company having offices all over India and also investing in capital projects, what are the risks you will cover under insurance ?

Q. What do you understand by the term "loss of profit insurance" ?

Q. Explain the meaning of the ‘Capital Account Transaction’ and ‘Current Account Transactions’ under FEMA with 5 examples of each transaction.

A.  Capital Account Transaction means a transaction which alters the assets or liabilities, including contingent liabilities, outside India of persons resident in India or assets or liabilities in India or persons resident outside India. For example, 

(i)
Any borrowing or lending in foreign exchange;

(ii)
Acquisition or transfer of immovable property in India;

(iii)
Transfer of immovable property outside India;

(iv)
Transfer or issue of any foreign security by a person resident in India;

(v)
Transfer or issue of any security by a person resident outside India.

Current Account Transaction means a transaction other than a Capital Account Transaction. For example,

 (i)
Payment due as interest on loans and as income from investments;

(ii)
Remittance for living expenses;

(iii)
Expenses in connection with foreign travel;

(iv)
Expenses in connection with medical care;

(v)
Payment due in connection with foreign trade.

Economic/ commercial fundamentals

Q. What is poverty line?

Q. What is meant by GDP ?

Q.What is the difference between GDP and GNP ?

Q. What is Monopoly?

Q. What is Oligopoly?

Q. What is duopoly ?

Q. What is Hedging ?

Q. What is     “Derivatives”?

Q. What is National Debt?

Q. What do you mean by Inflation ?

Q. What is  stagflation ?

Q. What is the meaning of devaluation of rupee ?

Q.What do you mean by balance of payments ?

Q.What do you mean by favourable balance of trade ?

Q. What is SLR ? What is CRR ?

Q.What do you mean by forex reserves ?

Q.What is the current forex reserves position of India ?

Q.What do you mean by external debt ?

Q. What do you mean by debt as on date ?

Q. What is the difference between monetary policy and fiscal policy ?

Q. What is materials requirements planning ?

Q. What is “Product Life Cycle”

Q. What is the difference between revenue deficit and fiscal deficit ?

Q. What is your take on Indian economy and world economy going

forward ?

Q. What is a debt-trap ?

Q. What are the ports called which are exempted from payment of custom duty on articles of commerce, primarily to encourage tourism ?

Free Port

Q. What is the gap between the value of visible and tangible exports and visible imports called ?

Trade Gap

Q. What are commodities which are limited in quantity as compared to their demand called ?

Economic Goods

Q. What is a bank appointed by the Reserve Bank of India as its agent under the provisions of Subsection (1) of Section 45 of the Reserve Bank of India Act, 1934 (2 of 1934) called ?

Authorised Bank

Direct & Indirect tax

Q.  What is the principle of VAT ?

Q. . What is the cascading effect in indirect taxes ?

Q. What is GST?

Q. What is Direct Tax Code ?

Q. What is the tax levied on certain commodities produced and consumed in the country and on licenses of certain trades ?

Excise Duty

Q. Is the provision for bad and doubtful debts allowed as expenditure under Incometax

act ?

Q. What is tax holiday ?

Q. What is double taxation ?

Q. Is tax audit compulsory for all organisations ?

Q. What is the period within which an assessment can be reopened by Assessing authority and for what reasons ?

Q. What are the provisions of income tax act regarding TDS, deposit of TDS amount and filing of belated return by the company ? What are the panel provisions for noncompliance ?

Q. As per act, who is required to file the return on behalf of a company ?

Q. Does the income tax act provide for statutory maintenance of records ? If so, what are they ?

Q. What do you understand by the term “rectification of assessment” ? What is the time limit available for the same ?

Q. What is the rate of interest for late payment of tax and refunds ?

Q. What is the consequence of not having pan for an assessee ?

Q. What is the deadline for issuing form 16 and the procedure to be followed for issuing a duplicate form 16 ?

Q. A consultant is engaged by a company at specified lump sum fees. Is deduction of service tax from the payment of fees mandatory ?

Q. Is wealth tax act applicable to companies ? If so, give examples of major

items that could be considered as part of taxable wealth.

Q. What is section 14 of income tax act ?

Q. What is the major cause of difference between accounting profit and tax profit ?

Q. In case of power generation companies what are the typical provisions

for depreciation and tax deduction ?

Q. What are the benefits of SEZs/industrial parks ?

Q. What is VAT ?

Q. Tell us your view about the new direct tax code.

Q. Tell about latest changes in taxation’

Q. Define direct & indirect taxes

Q. What do you mean by withholding Tax

Q. What are the changes in Corporate Tax in the last budget

Q. Define Customs & Excise tax ?

Q. What do you understand by double taxation ?

Q. What is Indexation ?

Q. Is PAN necessary for nonresident ? Why

Q. What are the slab rates for corporate tax ?

Q. What are applicable TDS rates ?

Q. Tell us about Goods and Service Tax.

Q. What are tax implications in merger &acquisitions ?

Q. What is deferred tax ?

Q. Whether customs duty will be abolished ?

Q. What are the heads of income under Income Tax Act ?

Q. What is tax on agricultural income ?

Q. Mr. A resided for a period of 160 days in India during the financial year 2008-2009 and thereafter went abroad. He came back to India on 1st April, 2009 as an employee of a business organization. What would be his residential status during the financial year 2009-2010? 

 The residential status of an individual for a particular financial year is determined with reference to his residence in India in the immediately preceding financial year. In the given case, Mr. A resided for a period of 160 days in India during the financial year 2008-2009. He was  in India for less than 183 days in the financial year 2008-2009. Therefore, for the financial year 2009-2010 he is a ‘Person resident outside India’. 

Merger / Amalgamation / Business combination

Q. What is difference between Horizontal and vertical merger?

Q. What is the meaning of vertical merger ?

Vertical merger is a combination of two or more companies which have backward or forward linkages in terms of production or marketing. For example merger of yarn manufacturing company with fabric manufacturing company would be considered as vertical merger as yarn

is a raw material for fabrics.

Q. What is absorption type of merger ?

It is a merger of two or more entities wherein one entity retains its legal existence and absorbs other companies in its fold.

Q. What is purchase method of accounting for merger ?

In this method of accounting, the assets and liabilities are taken at their market values and not at book values as in pooling of interest method.

Q. What is in financial terms merger of either one or more companies with another company or merger of two or more companies to form one company called ?

Amalgamation

Q. Difference between Amalgamation and Merger?

Q. What is the meaning of terminal value of cash flows ?

The cash flows during the project period or specified period are compounded at a particular rate and the resultant value at the end of the project period or any other specified period is called the terminal value.

Q. What is the meaning of CSR ?

CSR is a short form of corporate social responsibility. The same includes corporate governance, environment protection, social responsibility etc.

Q. What is the role of ARCIL?

ARCIL or the asset reconstruction company of India limited aggregates the secured debts in the form of non performing assets (NPA) from banks and financial institutions for its faster resolution and/or settlement.

Q. What do you understand by the term credit rating and what are its advantages ?

Q. What is Trade  discount?

Q. What is a tangible, negotiable instrument representing financial value broadly categorized into debt and equity such as bonds and common stocks, respectively ?

Security

Q. What do you call nonmonetary assets that cannot be seen, touched or physically measured and which are created through time and/ or effort ?

Intangible

Q. What is the standard framework of guidelines for financial accounting that includes the standards, conventions, and rules accountants follow in recording and summarizing

transactions, and in the preparation of financial statements.

Generally Accepted Accounting Principles (GAAP)

Q. What is it called when an asset is either in cash or in the form of a deposit in the current account of a commercial bank ?

Liquid

Q. What is a guarantee given to an exporter by the importer of his goods that he will pay immediately for the goods ordered by him ?

Letter Of Credit

Q. What is a Bank Account from which withdrawals are allowed without any restriction on frequency or amount so long as there is a credit limit ?

Current Account

Q. A derivative instrument whose payoffs depends on the prevalent interest rates over a period of time. What is the underlying variable in such instrument called ?

Rate of Interest

Q. What is a written acknowledgement of debt issued as security by a company on its property called ?

Debenture

Q. What is a process by which shares are offered at a price which is based on the Bids received by the company called ?

Book Building

Q. What is a human activity called which integrates recognition of risk, risk assessment, developing strategies to manage it, and mitigation of risk using managerial resources ?

Risk Management

Q. What is a condition or situation called whose ultimate outcome will be known or determined only on the occurrence or nonoccurrence of uncertain future event/s ?

Contingency

Q. What is the payment in respect of a trademark called, when it is used to earn income from any source in India and is taxable u/s 9(1)(vi)(c) despite the fact that the payer does not carry any business activities in India ?

Royalty

Q. What is the risk involved when an auditor gives inappropriate audit opinion on an materially misstated financial statement called ?

Audit Risk

Q. A method that represents the value of the business with reference to the asset base of the entity and the attached liabilities on the valuation date called ?

Net Assets

Q. In Corporate Governance which Section provides for appointment of a person as a Director in a maximum of 15 companies ?

Section 275

65. What refers to various schemes of offering an equity stake by a Company to its employees ?

ESOPs

66. Risk that the misstatement that will not be prevented or deducted and corrected on a timely basis by accounting and internal control system.

Control Risk

Q. Risk that an auditor's substantive procedures will not detect a misstatement that could be material.

Detection Risk

Q. What Is Hedging?

Share market

Q. The Trading which typically involves trading in commodities that may or may not exist at the time the contract is entered into.

Future Trading

Q. What is that option which give the buyer a right not an obligation to sell specified quantity of stock on or before the expiry date of the strike price ?

Put Option

Q. An option which gives the buyer or holder a right but not obligation to buy a specified quantity of a stock on or before the expiry date at the strike price.

Call Option

Q. What is Blue Chip?

Q.. What is “demat” ? How does dematerializing the shares benefit the company issuing shares and the investor ?

Q. What are the criteria for deciding the rating by CRISIL ?

Q. Distinguish between FPO and IPO ?

Q. A person appointed by the testator to execute the Will as per the provisions of the Will is called ?

Executor

Information Technology

Q. Tell us about SAP

Q. What is an ERP Package ? Do you have any exposure in ERP ?

Q. Business concepts on software companies

Multiple Choice Question

(* Answer in bold )

Q. Audit under statute means: 

(a) an audit ordered by the government. 

(b) an audit where duties, rights etc. of the auditor are laid down by law.

(c) an audit of corporation in the public sector. 

(d) an audit instituted by the management.

Q. The auditor should study the Memorandum and Articles of Association to:

(a) see whether the transactions of the company are intra vires or not.

(b) see locations of the branches of the company.

(c) establish the name of the directors.

(d) see the name of the first auditor.

Q. The study of the prospectus is necessary to: 

(a) note the terms on which shares or debentures have been issued.

(b) compare actual performance with that of projected in the prospectus.

(c) note the views expressed by experts.

(d) note the contents of contracts.

Q. Statement on the Companies (Auditor’s Report) Order, 2003 is applicable to:

(a) a banking company as defined in clause (c) of section 5 of the Banking Regulation Act, 1949.

(b) a private limited company with a paid up capital of Rs. 40 Lakhs and reserves of Rs. 20 Lakhs.

(c) an insurance company as defined in clause (21) of section 2 of the Companies Act, 1956.

(d) a private limited company with a paid up capital and reserves of Rs. 5 Lakhs 

Q. SA 250 deals with

(a) communication/ reporting of non-compliance in an audit of financial  statement.

(b)    reporting of fraud in an audit of financial statement.

(c)    obtaining the information about related parties. 

(d)    communication of acceptance of engagement. 

Q. As per SA 240, one of the objectives of the auditor should be:

(a)     to respond appropriately to identified or suspected fraud.

(b)  to respond appropriately to written representations provided by management.

(c)    to do audit sampling to get a reasonable basis for drawing conclusions      about the population.

(d)    to reduce the risk of material misstatement to an acceptably low level.

Q. Which of the following procedures would an auditor most likely include in the planning phase of a financial statement audit? 

(a)    Obtain an understanding of the entity's risk assessment process.   

(b)    Identify specific internal control activities designed to prevent fraud.

(c)    Evaluate the reasonableness of the entity's accounting estimates. 

(d)    Perform cutoff tests of the entity's sales and purchases.

Q. To provide assurance that each voucher is submitted and paid only once, an auditor most likely would examine a sample of paid vouchers and determine whether each voucher is 


(a) Supported by a vendor's invoice. 

(b) Stamped "paid" by the check signer. 

(c) Prenumbered and accounted for. 

(d) Approved for authorized purchases.

Q. In management representations , materiality limits ordinarily would apply to representations related to:

(a) Amounts concerning related party transactions.

(b) Irregularities involving members of management.

(c) The availability of financial records.

(d) The completeness of minutes of directors' meetings.

Q. When performing analytical procedures in the planning stage, the auditor most likely would develop expectations by reviewing which of the following sources of information?

(a) Unaudited information from internal quarterly reports.

(b) Various account assertions in the planning memorandum.

(c) Comments in the prior-year's management letter.

(d) The control risk assessment relating to specific financial assertions.

Q. Which of the following represents an inherent limitation of internal controls?

(a) Bank reconciliation Statements are not prepared on a monthly basis.

(b) The CEO can request a cheque with no purchase order.

(c) Customer credit checks are not performed.

(d) Shipping documents are not matched to sales invoices.

Q.Which of the following procedures most likely would assist an auditor to identify litigation, claims, and assessments?

(a)     Inspect checks included with the client's cutoff bank statement.

(b)     Obtain a letter of representations from the client's underwriter of securities.

(c)     Apply ratio analysis on the current-year's liability accounts.

(d)     Read the file of correspondence from taxing authorities.

Q. Which of the following is an analytical procedure that an auditor most likely would perform during the final review stage of an audit?

(a)     Comparing each individual expense account balance with the relevant budgeted           amounts and investigating any significant variations.

(b)     Testing the effectiveness of internal control procedures that appear to be suitably   designed to prevent or detect material misstatements.

(c)     Reading the financial statements and considering whether there are any unusual or unexpected balances that were not previously identified.

(d)     Calculating each individual expense account balance as a percentage of total entity expenses and comparing the results with industry averages.

Q. Which of the following describes a weakness in accounts payable procedures?

(a)     The accounts payable clerk files invoices and supporting documentation after payment.

(b)     The accounts payable clerk manually verifies arithmetic on the vendor invoice.

(c)     The accounts payable system compares the receiving report to the vendor invoice.

(d)     The accounts payable manager issues purchase order for all purchases

Q. Which of the following most likely would cause an auditor to consider whether a client's financial

statements contain material misstatements?

(a)     Management did not disclose to the auditor that it consulted with other accountants and advocates about significant accounting matters.

(b)     The chief financial officer signed the management representation letter on the last day of the auditor's field work.

(c)     Audit trails of computer-generated transactions exist only for a short time.

(d)     The results of an analytical procedure disclose unexpected differences.

Q. Which of the following is an analytical procedure that an auditor most likely would perform at the planning stage of audit?

(a)     Confirming a sample of accounts payable.

(b)     Scanning payroll files for terminated employees.

(c)     Comparing current-year balances to budgeted balances.

(d)     Recalculating interest expense based on notes payable balances.

Q. Independence is not required for

(a)     Audit engagement 

(b)     Review engagement 

(c)     Compilation engagement

(d)     Agreed-upon procedures engagement

Q. Proper segregation of duties reduces the opportunities in which a person would both

(a)     establish controls and executes them

(b)     records cash receipts and cash payments

(c)     perpetuate errors and frauds and conceals them

(d)     record the transaction in journal and ledger.

Q. In comparison to the independent auditor, an internal auditor is more likely to be concerned with

(a)     cost accounting system

(b)     internal control system

(c)     statutory compliance  

(d)     accounting and data entry system

Q. The performance of tests of control is recorded in

(a)     audit programme

(b)     flow charts 

(c)     working papers 

(d)     (a) and (b) 

Q. An auditor assesses control risk because it

(a)     affects the audit acceptance risk

(b)     affects the level of detection risk that auditor may accept

(c)     helps him to fix materiality level for each financial assertion

(d)     is directly related to environment  risk

Q. The overall attitude and awareness of an entity’s board of directors concerning the

importance of internal control is reflected in

(a)     data processing controls

(b)     control environment 

(c)     control procedures for recruitment

(d)     supervision of inventory 

Q. Which of the following is not known as inherent limitation of internal control system of a large service company?

(a)     Management override 

(b)     Collusion among employees

(c)     Inefficiency of internal auditor 

(d)     Abuse of authority by CEO

Q. Inspection report/ receiving report supports entries in

(a)     sales book and sales return book 

(b)     purchase book and sales return book

(c)     cash book and purchase book 

(d)     Sales book and purchase return book

Q. Analytical procedures are least likely to be use in the audit of –

(a)     cash in hand

(b)     investments 

(c)     bills receivables 

(d)     sundry creditors

Q. Which of the following would give the assurance that debtors mentioned on the date of

balance sheet actually exist?

(a)     Sending debtor’s confirmation letters 

(b)     Reviewing subsequent collection

(c)     Verify debtors against sales invoices

(d)     Both (a) and (b)

Q. When auditing prepaid insurance, an auditor discovers that the insurance policy bond on

Plant and Machinery is not available for inspection. This may indicate__

(a)     No insurance has been undertaken for Plant and Machinery 

(b)     Lien on Plant and Machinery 

(c)     Insurance premium has not been paid 

(d)     Insurance premium paid but not accounted for

Q.The auditor has noticed existence of recurring losses on sale of fixed assets. This indicates

(a)     Depreciation is being undercharged

(b)     Policy of sale or disposal of fixed assets needs to be reviewed

(c)     The sale of assets have not been properly authorized 

(d)     Incorrect accounting of sale of fixed assets

Q. Which of the following assets is least likely to be subjected to lien?

(a)     Motor vehicles

(b)     High value machinery 

(c)     Leasehold property 

(d)     Freehold land and building

Q.In case of vouching, the auditor is least likely to examine authorization by appropriate

authority in case of –

(a)     bad debts written off 

(b)     credit sales return 

(c)     cash purchase return

(d)     discount allowed to customers as per organizational policy

Q. Which of the following is most crucial to a purchase department of a large manufacturing company?

(a)     Reducing the cost of acquisition at any cost

(b)     Selecting supplies out of related properties

(c)     Authorizing the acquisition of goods 

(d)     Assuring the quality of goods 

Q. In case of sales return, the auditor should examine which documents?

(a)     Credit notes, advice notes and inward return notes

(b)     Debit notes, advice notes and inward return notes

(c)     Purchase invoices, advice notes and inward return notes

(d)     Credit notes, inspection report and inward return notes

Q. Which of the following activities should not be done by same department of a large company?

(a)     Maintaining personnel records and approving changing in wages rates

(b)     Preparing pay roll summary and disbursement of wages

(c)     Making salary statements and filing tax returns

(d)     Comparing time clock records with time reports prepared by supervisors and   preparing list of workers employed along with the units of production for each one of them

Q.The auditor should examine subsequent realization of revenue such as interest,commission, royalty, etc to

(a)     identify cases of unrecorded income

(b)     ensure proper disclosure in the notes on account

(c)     identify events subsequent to balance sheet date

(d)     Any of these

Q. Which of the following sections deal with qualifications of the auditor?

(a)     Section 226 (1) and section 226(2) 

(b)     Section 224 (4) and section 224 (5)

(c)     Section 226 (3) and section 226(4) 

(d)     Section 227(1) and Section 227(2)

Q. A departure from recognized accounting principle in respect of a material item is disclosed in a note to the financial statements. The auditor should

(a)     issue a standard unqualified audit report 

(b)     issue a qualified report

(c)     not give audit report

(d)     disclaim opinion

Q. Which of the following statements is not true?

(a)     Fraud committed by management is more difficult to detect than fraud committed by employees 

(b)     Internal control system reduces the possibility of occurrence of employee fraud and management fraud

(c)     The auditor’s responsibility for detection and prevention of errors and frauds is similar.

(d)     All statements are not true

Q. Professional skepticism requires that the auditor should assume that management of the entity is 

(a)     Dishonest unless proved otherwise 

(b)     Neither honest nor dishonest

(c)     Not necessarily honest & faithful

(d)     Reasonably honest & faithful

Q. When is audit evidence, generally, considered sufficient?

(a)     When it is from internal sources

(b)     When it is enough to provide a basis for giving reasonable assurance regarding truthfulness of the transaction 

(c)     When it is from external sources

(d)     When auditor collects and evaluates it independently

Q. Which of the following Schedule of the Companies Act, 1956 deals with depreciations?

(a)     Schedule XIV 

(b)     Schedule V 

(c)     Schedule XIII 

(d)     Schedule X

Q. What is the full form of GST?

(A) Government Sales Tax

(B) Government Service Tax

(C) Goods and Services Tax

(D) General and Service Tax

Q.What is Reorder Level in terms of Inventory control

(A) Minimum Usage  x Maximum lead time

(B) Maximum Usage x Maximum lead time

(C) Maximum Usage x Minimum lead time

(D) Minimum Usage x Minimum lead time

1. The cash discount is allowed by ___________________ to the ________________

(A) Debtor  & Creditor

(B) Creditor & Debtor  

(C) Seller & Buyer

(D) Wholesaler & Retailer

Q. Expenditure is called __________________________ expenditure if the benefits from it extend to more than one year

(A) Capital Expenditure

(B) Revenue Expenditure

(C) Deferred Revenue

(D) Advance Revenue Expenditure

Q.A report that focuses on planned cash flow is 

(A)  An example of performance of the company

(B) An example of a budget

(C) An example of income and expenditure statement

(D) An estimate

Q.Depreciation is calculated on

(A) Current assets

(B) Fixed Assets

(C) Intangible assets

(D) Debtors

Q. Cash account always shows a 

(A) Credit Balance

(B) Debit balance

(C) Debit or credit balance

(D) None of the above

Q. Business transactions are normally recorded at

(A) Market value or historical value-whichever is lower

(B) Market Value

(C) Historical value

(D) As per the policy of the company 

2. Provision for income tax is part of

(A) Statutory liabilities

(B) Current Liabilities

(C) Current Assets

(D) None of the above 

3. Which one of the following ratios, is not a balance sheet ratio?

(A) Quick ratio

(B) Current ratio

(C) Net Profit ratio

(D) Debt to Equity Ratio

11. Increase in the value of one asset could increase the _________

(A) Value of some liability

(B) Value of another asset

(C) Value of creditors

(D) Value of profit

12. Indian currencies are issued by

(A) Reserve Bank of India

(B) President of India

(C) Ministry of Finance, Government of India

(D) Central Bank of India 

Q.What is de novo?

(A) End of a narrative

(B) Again

(C ) In full

(D)Strange

Q.What is fait accompli?

(A) A thing already done

(B) In memory of

(C) In bad faith

(D) A way of doing things

Q. What is sine die?

(A) Without a day being appointed.

(B) Point by point

(C) Final moments in a drama

(D) Beyond anybody’s authority

Q. What is CCEA?

(A) Central Committee on Economic Affairs

(B) Cabinet  Committee on Educational  Affairs

(C) Cabinet  Committee on Economic Affairs

(D) Cabinet  Committee on External  Affairs

Q.AS-6 (revised) relates to

(A) Revenue Recognition

(B) Depreciation Accounting

(C) Disclosure of Accounting policies

(D) Accounting for fixed Assets 

Q. Real accounts always show:

(A) Debit balance

(B) Credit balance

(C) Debit or Credit balance

(D) None of the above

Q. Sales book is used for

(A) All sales

(B) Credit sales

(C) Cash Sales

(D) (B) & (C)

Q. The due date of a 3 months bill drawn on 1.5.2007 is

(A) 31 Jul 2007

(B) 1st Aug 2007

(C) 4th Aug 2007

(D) 30th May 2007

Q. The person who prepares the bill of exchange is

(A)  Drawee

(B) Payee

(C) Payer

(D) Drawer

Q. Procurement price of wheat in India can be:

(A) more than the minimum support price;

(B) less than the minimum support price;

(C) less than or equal to minimum support price;

(D) any of the above.

Q. The combined effect of an acceleration in economic growth and a gradual decline in population growth presently under way in India:

(A) would put the economy on a much faster pace of per capita income growth;

(B) would create insurmountable environmental hazards;

(C) would make the economy totally dependent on foreign capital and other external factors beyond our control;

(D) all of the above.

Q. Is it true to say that India’s:

(A) GDP is much less than that of all advanced, but relatively small, countries in Europe;

(B) Population growth rate is highest in the world;

(C) Investment rate is lowest in the Asian region;

(D) Population is growing at an increasingly slower rate over the last couple of decades.

Q.  Which one of the following statements about subsidies is not true:

(A) subsidies could reflect positive externalities

(B) subsidies are truly and purely transfer payments

(C) subsidies are the converse of indirect taxes

(D) subsidies are specific to goods and services

Q. The Competition Act 2002 has replaced the:

(A) The Industrial (Development and Regulation) Act, 1951

(B)The Companies Act, 1956

(C )The Foreign Exchange Regulation Act, 1973  

(D)The Monopolies and Restrictive Trade Practices Act, 1969

Q. On the basis of the per capita income, the World Bank classifies different countries into four different categories.  On this basis, India is classified in which of the following Categories:

(A)  Low-income economy                 

(B)  Lower-middle-income economy  

(C) Upper-middle-income economy   

(D)  High-income economy 

Q. Bank Rate is fixed by

(A) Reserve Bank of India

(B) Finance Minister

(C) Secretary, Ministry of Finance

(D) Prime Minister

Q. Which one of the following statements is true?

(A) Excise & Service Tax are independent taxes

(B) Service Tax is levied as per “Service Tax Act 1994”

(C) Service Tax is levied by State Governments

(D) Service Tax is always borne by the Service Provider

Q. The study of the prospectus is necessary to: 

(e) note the terms on which shares or debentures have been issued.

(f) compare actual performance with that of projected in the prospectus.

(g) note the views expressed by experts.

(h) note the contents of contracts.

Q. To provide assurance that each voucher is submitted and paid only once, an auditor most likely would examine a sample of paid vouchers and determine whether each voucher is Supported by a vendor's invoice. 

(e) Stamped "paid" by the check signer. 

(f) Prenumbered and accounted for. 

(g) Approved for authorized purchases.

Q. Proper segregation of duties reduces the opportunities in which a person would both

(A) establish controls and executes them

(B)     records cash receipts and cash payments

(C)     perpetuate errors and frauds and conceals them

(D)     record the transaction in journal and ledger.

Q. The auditor should examine subsequent realization of revenue such as interest,commission, royalty, etc to

(A)     identify cases of unrecorded income

(B)     ensure proper disclosure in the notes on account

(C)     identify events subsequent to balance sheet date

                 (D)     Any of these

Q. Under Straight Line Method, the book value of an asset becomes _____________or to its___________  value at the end of its useful life

(A) Original Cost & Zero

(B) Original Cost & Economic Cost

(C) Zero & Scrap

(D) Scrap & Original Cost

Q. The term “Amortization” refers to _____________________ deterioration of intangible assets

(A) Physical

(B) Total

(C) Constant

(D) Economic

Q. Provision is a _____________________ against profit

(A) Lien

(B) Charge

(C) Payment

(D) Book entry

Q. The type indirect tax levied on import of goods is

(A) Additional duty in lieu of VAT

(B) Customs Duty

(C) CST

(D) Service Tax

Q. The rate of depreciation is normally controlled by

(A) Management of the company

(B) Shareholders of the company

(C) Ministry of Corporate Affairs

(D) Laws of the land  

Q. Nationalization of commercial banks of India took place in the year

(A) 1949

(B) 1989

(C) 1979

(D) 1969

Q. The closing date for filing Income Tax Returns in respect of individuals in India is

(A) 31 October 

(B) 31 July

(C) 31 March

(D) 31 December

Q. Short term solvency of a firm is measured by

(A) Gross Profit Ratio

(B) Current Ratio

(C) Proprietary Ratio

(D) None of  the above

Q. Normal level of Proprietary Ratio is

(A) 2:1

(B) 3:1

(C) 100

(D) 1:3

Q. Ratio to assess the short-term debt paying capacity of a concern is

(A) Creditors turn over ratio

(B) Debt equity ratio

(C) Liquid ratio

(D) None of the above

Q. Which one of the following statements is true?

(A) Current ratio is calculated for a particular period

(B) A high liquid ratio indicates higher stocking

(C) Loss on sale of assets is an operating expenditure

(D) Ratio analysis helps in financial forecasting

Q  Cash Flow Statement is based on

(A) Accrual basis of accounting

(B) Cash basis of accounting

(C) Balance sheet

(D) None of the above

Q. Dividend paid is always classified as

(A) Investing activity

(B) Financing activity

(C) Operating activity

(D) Borrowing activity

Q. Rent received by a firm  not engaged in real estate is

(A) Investing activity

(B) Financing activity

(C) Operating activity

(D)  Borrowing activity

Q. Sale of investments by a non finance company is

(A) Operating activity

(B) Financing activity

(C) Investing activity

(D) Lending activity

Q. What is URL?

(A) Uniform Resource Locator

(B) Universal Resource Locator

(C) United Resource Location

(D) Universal Recognition Line

Q. WTO was set up in the year

(A) 1997

(B) 1998

(C) 1994

(D) 1995

Q. Contribution margin refers to

(A) Revenue minus fixed cost

(B) Revenue minus variable cost

(C) Both (A) & (B)

(D) None of the above

Q. Break even point refers to

(A) Control system on creditors

(B) Control system on debtors

(C) Closing of a unit

(D) When there is neither profit nor loss

Q Cost of goods sold means,

(A) Cost + all direct expenses

(B) Cost + all indirect expenses

(C) Cost+ profit

(D) Cost+ direct+ indirect expenses

Q. From the following work out the Debt Equity Ratio:

Share capital          Rs. 10 lakhs

General Reserve     Rs. 8 lakhs

8% Debentures        RS.7.5 lakhs

Current Liabilites    Rs.9 lakh

Preliminary expenses  Rs.3 lakhs

(A) 2:1

(B) 1:2

(C) 1:3

(D) 3:1

Q. The entries in the purchase return book are based on ________________issued by the concern

(A) Credit notes

(B) Debit notes

(C) Both (A) & (B)

(D) None of the above

Q. A ______________is a special term for recording of entries in the ledger

(A) Posting

(B) Entering

(C) Writing

(D) Recording

Q. Which one of the following statements about Financial statements is generally  true?

(A) It takes into price level changes

(B) The results are absolute

(C) Standard tools/techniques are available

(D) The reports are interim and not final 

74. Indian Partnership Act was enacted in the year

(A) 1922

(B) 1942

(C) 1932

(D) 1912

Q Realisation Account is a

(A) Nominal account

(B) Real account

(C) Personal account

(D) Intermediary account

Q Which one of the following is true in respect of dissolution of partnership?

(A) Does not affect the continuation of business

(B) Affects continuation of business

(C) Assets are sold and realized

(D) Economic relationship among the partners coming to an end 

Q. Under the Installment system the title of the ownership of the goods is _________ to the purchaser immediately.

(A) Transferred

(B) Not transferred

(C) Transferred with a lien to the seller

(D) None of the above

 78. Watered capital means-

(A) Part of Capital not represented by assets

(B) Over capitalization

(C) Under capitalization

(D) None of the above 

79. First stock exchange in India was set up in

(A) Delhi

(B) Kolkata

(C) Mumbai

(D) Indore

80. Offering of shares on sale to the existing shareholders is called

(A) Rights issue

(B) Private placing

(C) Bonus shares

(D) None of the above

81. Under capitalization can be remedied by

(A) Redemption of debentures

(B) Redemption of preference shares

(C) Issue of bonus shares

(D) None of the above

82. Balance of the forfeited share account is ____________ in the balance sheet

(A) Added to authorized capital

(B) Added to paid up capital

(C) Deducted from paid up capital

(D) None of the above  

83. Find the odd man out-

(A) Stock Exchange

(B) LIC

(C) UTI

(D) IDBI

84. Minimum No of persons required to register a Co-operative Society is

(A) 7

(B) 2

(C) 10

(D) 100

85. Who appoints the Finance Commission

(A) President of India

(B) Prime Minister

(C) Finance Minister

(D) Planning Commission

86. Ex -officio Presiding Officer of the Rajya Sabha is

(A) Vice President

(B) Leader of Rajya Sabha

(C) President

(D) None of the above

87What is the minimum age required to become the President of India

(A) 21

(B) 25

(C) 35

(D) 55

90. In the absence of any partnership deed, the interest on partner’s loan will be charted at

(A) 4%

(B) 8%

(C) 12%

(D) 6%

91.  A 3year premium paid on Marine Insurance to be treated as

(A) Prior period expense

(B) Prepaid expenses

(C) Liability

(D) Unearned revenue

92. Which of the following items are to be compulsorily  revalued at the time of admission of a new partner?

(A) Stocks

(B) Debtors

(C) Creditors

(D) Goodwill

93. X and Y are existing partners with a sharing ratio of 3:2. New partner Z is admitted to 1/3rd of the share. What would be the new sharing ratio?

(A) 2:3:1

(B) 1:2:3

(C) 6:4:5

(D) 4:5:6

94 Outstanding wages is an item of

(A) Current Liabilities

(B) Current Assets

(C) Statutory liability

(D) None of the above 

95. Payment of compensation to a worker discharged from service is

(A) Capital Expenditure

(B) Revenue Expenditure

(C) Deferred Revenue Expenditure

(D) None of the above

96. Share premium account should be shown under

(A) Share Capital

(B) Current Liabilities

(C) Current Assets

(D) Reserves and surplus

97.In general Audit report  of a company is submitted to

(A) Government

(B) Banks

(C) Shareholders

(D) C&AG

98 Capital profit is

(A) From sale of fixed assets

(B) From sale of current asets

(C) From Sale of share  capital

(D) From business transactions 

99. Purchase returns to be vouched on the basis of

(A) Debit notes

(B) Credit notes

(C) Goods Inward book

(D) Correspondence with the Seller 

100 Institute of Cost and Works  Accountants of India was established in the year

(A) 1939

(B) 1959

(C) 1949

(D) 1956

101. When was  Income Tax Act enacted in India?

(A) 1941

(B) 1961

(C) 1971

(D) 2010

104. Balance of payments means

(A) Tabulation of credit and debit transactions of a country with other countries

(B) Balance due from one company to another

(C) Installments due in a loan account

(D) None of the above 

106. Who was the Finance Minister when the Liberalized Economic Policies were introduced in India?

(A) Manmohan Singh

(B) P Chidambaram

(C) Narasimha Rao

(D) Yashwant Sinha

107. Prospectus is

(A) A document giving financial data of a company for the last 12 years

(B) An invitation to public for subscribing its shares

(C) Indicates the future vision of a company

(D) None of the above 

108. Debentures may be issued at

(A) Premium

(B) Discount

(C) Par/premium/discount

(D) None of the above

110. Which one  of the following statements is false

(A) Balance Sheet is an account 

(B) Trading account is not  prepared after the preparation of P&L account

(C) Net profit increase the capital

(D) Manufacturing  account does not  deal with finished goods only

111. Any duty paid purchase is  debited to

(A) Trading Account

(B) Profit and Loss a/c

(C) Manufacturing A/c

(D) Purchases a/c

112. Goods sold on approval lying with customers who have not given their approval is treated as

(A) Sales

(B) Closing Stock 

(C) Sales return 

(D) None of the above

113. Net Sales Revenue= Cash Sales + Credit sales minus___________

(A) Sales return

(B) Purchase return

(C) Discount allowed

(D) None of the above

114. Treatment of Accrued income appearing in the trial balance will be

(A) Shown on the assets side of balance sheet

(B) Shown on the liabilities side of balance sheet

(C) Shown in P & L Account

(D) None of the above

115. Nominal accounts having credit balance indicates

(A) Expenses or loss

(B) Assets

(C) Income or gain

(D) Liabilities

116. Personal and real accounts are

(A) Sometimes balanced

(B) Always balanced

(C) Closed

(D) Closed and transferred

117. Which one of the following statements is true?

(A) Business transactions are not chronologically recorded

(B) Bad debt is a nominal account

(C) Depreciation is a credit transaction

(D) Goodwill is a tangible account

118. 50% entrance fee is to be capitalized. The entrance fee realized was Rs.10000/- The amount to be recorded in the Receipt and Payment account is Rs.

(A) 5000

(B) 10000

(C) 20000

(D) 1500

119.  Receipts on account of Life member subscription is treated as

(A) Capital

(B) Income

(C) Asset

(D) None of the above

120. Receipt and Payment account is 

(A) Real account

(B) Personal Account

(C) Nominal account

(D) None of the above 

4.  What is the full form of VAT?

(E) Value Added  Tax

(F) Variable Advance  Tax

(G) Volume Added  Tax

(H) Vacant Area  Tax

5. What is Danger Stock  in terms of Inventory control

(E) Normal  Usage  x lead time for emergency purchase

(F) Maximum Usage x Normal Usage

(G) Maximum Usage x lead time for emergency purchase

(H) Minimum Usage x lead time for emergency purchase

6. The _____________discount is never entered in the books of accounts

(E) Cash

(F) Trade

(G) Special Discount

(H) Loyalty Discount  

7. An obligation which may or may not materialize is called

(E) Contingent Liability

(F) Future Liability

(G) Unforeseen Liability

(H) Speculative liability

8. Subscription received in advance is

(A)  Current Asset

(B) Current Income

(C) Current Liability

(D) Prior Period Income

9. Purchase of Car by a Car Dealer is to be treated as

(A) Fixed Asset

(B) Purchase of Stock 

(C) Investment

(D) Revenue Expenditure

10. Audit under statute means: 

(A) an audit ordered by the government. 

(B) an audit where duties, rights etc. of the auditor are laid down by     law.

(C) an audit of corporation in the public sector. 

       (D) an audit instituted by the management

11. Ex post facto means

(A)  With retrospective action

(B) With prospective effect

(C) Express Post

(D) Ledger posting

12. What is laissez-faire ?

(A) A policy of non-interference

(B) Controlled Economy

(C) Socialistic Economy

(D) Mixed economy

13. What is Vox populi?. 

(A)  An oral examination

(B) Point by Point

(C)  By itself

(D) The voice of the people

14. What is ad valorem?

(A) It is a Tax

(B) According to value

(C) Term used in Advertising sector

(D) From effect to cause

15. One Rupee note bears the signature of

(A) Reserve Bank Governor

(B) Secretary, Ministry of Finance

(C) Finance Minister

(D) President of India

16. Which is the first global company to file for an issue of Indian depository receipts in India?

(A) Infosys

(B) EIL

(C) Standard Chartered Bank

(D) HSBC

17. AS-3 (revised) relates to

(E) Revenue Recognition

(F) Cash flow statements

(G) Disclosure of Accounting policies

(H) Accounting for fixed Assets

18. Double Entry System means

(A) Recording each transaction twice

(B) Recognizing the two-fold aspect of business transactions

(C) Keeping two books of accounts

(D) Journalizing and Ledger Postings.

19. Nominal accounts are closed by transferring the balance to

(A) Profit and Loss A/C

(B) Balance Sheet

(C) Both of the above

(D) None of the above

20. Nominal Accounts having credit balance represents

(A) Income or Gain

(B) Liabilities

(C) Assets

(D) Expenses or  loss

21. Purchase book is for recording

(A) All purchases

(B) Cash purchases

(C) Credit purchases

(D) None of the above

22. The balance in  the petty cash book is

(A) Liability

(B) Asset

(C) Income

(D) Profit

20.If a cheque issued by a firm is dishonoured, the credit is given to

(A)  Bank Account

(B) Supplier’s account

(C) Customer’s Account

(D) None of the above 

23. Errors not disclosed  by Trial Balance are

(A) Errors of Complete omission

(B) Errors of carrying forward

(C) Errors of recording

(D) None of the above 

32. Petroleum is a mineral of which:

(A) India’s exportable surplus can dominate the world market;

(B) The exportable surplus forms an important factor;

(C) India is self-sufficient;

(D) India has to depend largely on foreign markets.  

35. As against Head-Count Ratio, the depth of poverty can be measured with the help of:

(A) Consumption-expenditure based line of poverty;

(B) Poverty gap index;

(C) Human poverty index;

(D) Capability poverty measure.

36. White Revolution in the Indian context refers to a phenomenal sustained increase in the production of:

(A) white  textiles, both machine-made and hand made;

(B) white goods like refrigerators;

(C) milk and milk products;

(D) printing paper and new print.

37. A situation in which marginal product of labour is estimated to be zero, if not negative, is identified as a situation of:

(A) structural unemployment

(B) disguised unemployment

(C) open unemployment 

(D) cyclical unemployment

38. It is true to say the presently in India

(A) the government has only a secondary responsibility for planning in the country

(B) the government exercises little or no control over private sector activity

(C) the government has dominant presence in the area of banking and financial intermediation

(D) the government has given up the ownership of all the enterprises that were under its control till recent times

39. Economic policies being pursued in India since 1991 do not mean:

(A) emergence of state as a mute spectator on the economic scene

(B) dechanalisation of exports and imports

(C) curtailment of the role of the state agencies both in internal economic activity and external interaction

(D) liberal attitude  towards foreign capital

40. India is a dual economy because of the co-existence of:

(A)  public sector and private sector   

(B) high-tech production and primitive production practices 

(C)  domestic enterprises and multinational corporations

(D)  all of the above

41.As per the provisions of Income Tax Act,

(A) Assessment Year is next to the Financial Year

(B)  Assessment Year and Financial Year are one and the same

(C ) Assessee can select his assessment year

(D) Previous year and Assessment Year are one and the same 

42. Which of the following procedures would an auditor most likely include in the planning phase of a financial statement audit? 

(e)    Obtain an understanding of the entity's risk assessment process.   

(f)    Identify specific internal control activities designed to prevent fraud.

(g)    Evaluate the reasonableness of the entity's accounting estimates. 

  (D)                    Perform cutoff tests of the entity's sales and purchases

43. Which of the following describes a weakness in accounts payable procedures?

(A)     The accounts payable clerk files invoices and supporting documentation after payment.

(B)     The accounts payable clerk manually verifies arithmetic on the vendor invoice.

(C)     The accounts payable system compares the receiving report to the vendor invoice.

(D)     The accounts payable manager issues purchase order for all purchases

44. Inspection report/ receiving report supports entries in

(A)     sales book and sales return book 

(B)     purchase book and sales return book

(C     cash book and purchase book 

(D)     Sales book and purchase return book

45. Depreciation is a permanent ________________ in the book value of an asset.

(A) Decrease

(B) Charge

(C) Change

(D) Lien

47. Who is the present  Chairman of the Planning Comission?

(A) Mr Manmohan Singh

(B) Mr Montek Singh Ahuluwalia

(C) Mr Pranab Mukherjee

(D) Mr P Chidambaram

48. 8% debentures  means

(A) Issued at a discount of 8%

(B) Issued at a premium of 8%

(C) Bears interest @ 8% on face value

(D) Bears interest @ 8% on market value

49.The relationship between Net Profit and Net Sales is known as

(A) Net profit ratio

(B) Gross profit ratio

(C) Current ratio

(D) None of the above

50. Indicator of quick conversion of Debtors into cash is

(A) Working Capital turnover ratio

(B) Debt equity ratio

(C) Receivables Turnover ratio

(D) Inventory turn over ratio

51. The current assets and working capital of a firm are Rs.8000 and Rs.4000 respectively. The current liabilities of the firm is

(A) Rs.12000

(B) Rs.8000

(C) Rs.4000

(D) Rs.16000

52 Which one of the following statements is false?

(A) Bank Overdraft is current liability

(B) In computing solvency ratios, factious assets do not form part of total assets

(C) Higher operating ratios is a symbol of poor performance

(D) Higher inventory ratio symbolizes high margin of profit 

53. Rent received by a firm engaged in real estate is

(E) Investing activity

(F)            Financing activity

(G) Operating activity

(H) Borrowing activity

54. Sale of investments by a finance company is

(E) Operating activity

(F)           Financing activity

(G) Investing activity

(H) Lending activity

55. Interest received by non financial company is 

(A) Operating activity

(B) Financing activity

(C) Investing activity

(D) None of the above

56. Profit on sale of machinery is

(A) Sales activity

(B) Financing activity

(C) Investing activity

(D) None of the above

57. Millennium Development Goals are declarations by

(A) UN

(B) USA

(C) SAARC

(D) India

58. WTO is based at

(A) New York

(B) Geneva

(C) London

(D) Paris

59. What is RD?

(A) Refer to drawer

(B) Refer to drawee

(C) Road Diversion

(D) Right to Die

61. Payment of Dividend results in

(A) Decrease in equity

(B) Decrease in Debenture

(C) Decrease in profit

(D) None of the above

62.  The process of determining the present value is referred to as discounting the

(A) Compound Amount

(B) Present amount

(C) Initial amount

(D) Future amount

63.The accrual process aims to match ___________ and ________________ with a definite accounting period

(A) Revenues; expenses

(B) Cash inflow; cash outflows

(C) Assets ; Liabilities

(D) None of the above 

63. Revenues are measurement _______________ of assets

(A) Inflow

(B) Outflow

(C) Loss

(D) Profit

  Satisfactory level of Debt Equity ratio is

(A) 2:1

(B) 1:2

(C) 1:1.5

(D) 1:1

66. Balance of personal and real accounts are__________________ 

(A) Closed

(B) Carried  forward to next period

(C) Paid off

(D) balanced

67. The receiver of goods returned will send credit  note to the ___________

(A) Seller

(B) Buyer

(C) Bank

(D) Creditor

69.At the time of dissolution of partnership, when goodwill account does not appear in the balance sheet, the same is __________________ to Realization account

(A) Transferred

(B) Not transferred

(C) Partially transferred

(D) None of the above

70. In case of dissolution of partnership, the first priority for distribution of realized  cash will be for payment of__________

(A) Statutory dues

(B) Employees’ dues

(C) Realisation Expenses

(D) Sundry Creditors

71. A minor is admitted to  the _______________of the firm  only

(A) Income

(B) Loss

(C) Benefits

(D) None of the above

72. Which one of the following is true in connection with dissolution of partnership;

(A) Joint Life Policy Reserve is always transferred to the Capital Accounts of the Partners

(B) Goodwill is not to  be transferred to Realisation Account

(C) A partner is eligible to claim refund of Premium 

(D)  The rule in Garner vs Murray can be applied even if there is only one solvent partner

73 Under the hire purchase  system the title of the ownership of the goods is _________ to the purchaser immediately.

(E) Transferred

(F) Not transferred

(G) Transferred with a lien to the seller

(H) None of the above

74. Accounting Standards in India are established by;

(A) ICWAI

(B) ICAI

(C) Ministry of Finance

(D) Ministry of Corporate Affairs

75.Goods are sold at a profit of 25% on cost is equal to _____% on sales

(A) 75%

(B) 20%

(C) 50%

(D) 25%

76. Standard Cost represents ;

(A) Predetermined cost

(B) Fixed cost

(C) Acquired cost

(D) None of the above

77. The Statement “ LIFO method does not conform to the physical flow of goods” 

(A) False

(B) True

(C) Can not be commented upon, as the information is incomplete

(D) None of the above

78. Which Accounting Standard deals with Inventories

(A) AS 2

(B) AS 1

(C) AS 5

(D) AS 7

79.  The Capital of India was shifted from Kolkata to New Delhi in the year

(A) 1947

(B) 1911

(C) 1811

(D) 1921

80. The new form of business recently allowed in India is

(A) LLP

(B) MNC

(C) Joint Venture

(D) SHGs

81. The term capitalization is normally used in respect of

(A) Sole Proprietorship

(B) Government companies

(C) Partnership firm

(D) Joint Stock Companies

82. Capital gearing means

(A) Optimum capitalization

(B) Trading of equity

(C) Over Capitalization

(D) Under capitalization 

83. Stock Exchange deals with

(A) IPOs

(B) Issue of Debentures

(C)  Second hand securities

(D) None of the above

84. Maximum calls that a Company can make is

(A) One

(B) Two

(C) Three

(D) Four

85. When shares are forfeited, the share capital of the company will-

(A) Reduce

(B) Increase

(C) Remain the same

(D) None of the above

86. Which  one of the following  does not underwrite shares and debentures:

(A) UTI

(B) IDBI

(C) BSE

(D) SFCs

87. Working capital is used for the purchase of

(A) Raw material

(B) Machinery

(C) Land

(D) All the above

88. Maximum number of partners for a general business is

(A) 5

(B) 2

(C) 7

(D) 20

89. Chairman of 13th Finance Commission was

(A) NKP Salve

(B) C Rangarajan

(C) K C Pant

(D) Vijay Kelkar

91. Advance received from customers is

(A) Contingent liability

(B) Current liability

(C) Current Asset

(D) None of the above

92. Which one of the following statements is false?

(A) Income and Expenditure Account is prepared for Non Profit Organisation

(B) Income and Expenditure Account and Profit &Loss account are similar

(C) Income and Expenditure Account is not  prepared for Non Profit Organisation

(D) Balance Sheet  is prepared for Non Profit Organization

93.Rights issues are offered to

(A) Directors of the company

(B) Existing Share holders

(C) Debenture holders

(D) None of the above

94. Research Expenditure is

(E) Capital Expenditure

(F) Revenue Expenditure

(G) Deferred Revenue Expenditure

(H) None of the above

95.Management audit is effected by

(A) Government

(B) Shareholders of the Company

(C) Board of Directors

(D) None of the above

96. Internal Audit reflects

(A) Statutory Audit

(B) Annual Audit

(C) Internal control

(D) None of the above 

97. Auditor of Government Company submits report to

(A) C&AG

(B) Board of Directors

(C) Ministry of Public Enterprises

(D) None of the above 

98. Auditor’s report to be construed as 

(A) Opinion

(B) True state of affairs of the company

(C) Guidance for corrective measures

(D) Advice

99. First auditors of the company is appointed by

(A) Shareholders

(B) Government

(C) Board of Directors

(D) None of the above

104. What is big bang?

(A) A musical troop

(B) Theory explaining the origin of universe

(C) Storm

(D) None of the above

105.Who was the first Finance Minister of independent India?

(A) Morajee Desai

(B) R K Shanmukhan Chetty

(C) C Subramanian

(D) O P Mathai

106. Which one  of the following statements is true

(E) Balance Sheet is not an account but only a statement

(F) Trading account is prepared after the preparation of P&L account

(G) Net profit does not increase the capital

(H) Manufacturing a/c deals with finished goods only

107. Bonus is charged to

(A) P & L A/c

(B) Balance Sheet

(C) Wages a/c

(D) None of the above

108.Goods sold on approval is not treated as_______________

(E) Sales

(F) Purchases

(G) Profit

(H) Loss

109. Carriage inward is debited to

(E) Trading Account

(F) Profit and Loss a/c

(G) Sales A/c

(H) Purchases a/c

110. Nominal accounts having debit balance indicates

(E) Expenses or loss

(F) Assets

(G) Income or gain

(H) Liabilities

111. 40% entrance fees is to be capitalized. The entrance fee realized was Rs.10000/- The amount to be recorded in the Income and Expenditure  account is Rs.

(E) 4000

(F) 10000

(G) 20000

(H) 1500

112. Outstanding income is

(A) Liability

(B) Asset

(C) Not treated as income

(D) None of the above

113. Net assets of not for Profit Organization is called

(A) Share Capital

(B) Capital Fund

(C) Contribution

(D) Members’fund

114. Special donations are treated as

(A) Revenue receipt

(B) Capital receipt

(C) Special account and recorded in the balance sheet

(D) None of the above

115. Obsolescence is

(A) Measure of wearing out  of a depreciable asset

(B) Reduction of utility of an asset on account of development of better machine or technology

(C) Usage of a depreciable asset in a period

(D) None of the above 

116. Which one of the statements is true?

(A) Depreciation is not provided in case of loss in accounting year

(B) Depreciation is only  a temporary decrease in the book value of the asset

(C) Depreciation is related to Depreciable fixed assets only

(D) Depreciation is linked to fluctuations in the value of assets 

118.What is Fourth Estate?

(A) Press

(B) Cinema

(C) A kind of Real estate 

(D) None of the above

119. Consistency ___________the switching of of accounting methods from year to year  

(A) Does permit

(B) Does not permit

(C) May or may not permit

(D) None of the above

120 credit rating agency in India should be registered with

(A)  SEBI

(B) RBI

(C) Ministry of Finance

(D) None of the above

Q.. Comment on the following statements: 

1. Unless an auditor is able to discover all frauds and errors, he has not performed its main function.

2. There is little difference between auditing and accounting as both deal with financial statements.

3. The auditor compares entries in the books of account with the vouchers; and, if the two agree, his work is done.

A.  1.    No, the statement is not correct. The audit examinations are not specifically directed to reveal fraud & errors. However audit techniques and process, if carried on conscientiously would bring to light errors and fraud.

2. Auditing lends credibility dimension and quality dimension to the financial statements prepared by the accountant. Accounting and auditing are closely related with each other as auditing reviews the financial statements which are nothing but a result of the overall accounting process. 

3. The auditor duties are not limited to compoare the entries in the books of account with the voucher. The auditor must examine all documentary evidence that is available to establish the nature and authenticity of the transactions and overall presentation of the financial statements. 

Q. Mention four important items for which the auditor would refer to each of the following:-

1. Board’s Meeting Minutes book

2. Shareholder’s Meeting Minutes book.


A.  1. Auditor should refer to  Board’s Meeting Minutes book for the following:


Making calls on partly paid shares;

Issue of debentures;

Borrowing monies otherwise than on debentures;

Investing the funds of the company;

Making loans; etc.

2. Auditor should refer to Shareholder’s Meeting Minutes book for the following : Appointment and fixation of remuneration of auditors in the annual general meeting;

Declaration of dividends;

Appointment of relatives of directors etc. to an office or place of profit in the company ;

Sale, lease or a disposal of the whole of the company’s undertaking or a substantial part of it;

Donations above a certain limits;etc.

Q. How would you assess the reliability of Audit evidence? 

A. The reliability of audit evidence depends on its source - internal or external and also on its nature i.e. visual, documentary or oral. The reliability of audit evidence is dependent on the circumstances under which it is obtained. Generally external evidence is more reliable than the internal evidence. Reliance is also placed internal evidence.  Evidence in the form of documents and written representations is usually more reliable than the oral representations.

Q. In audit of a financial statement, how will you deal with certain personal expenses of the employees debited to the profit and loss account? 

A. Charging of certain personal expenses of the employees personal expenses to profit and loss account either on the basis of company’s contractual obligations or in accordance with the accepted business practice is perfectly normal and legitimate and does not call for any comments by the auditor. However, where personal expenses not covered by contractual obligations or by accepted business practice, is charged to profit and loss account, it would be the duty of the auditor to report thereon in terms of Section 227 (IA) of the Companies Act, 1956.

Q. An audit is not concerned with the propriety of business conduct. Comment 

A. Generally it is understood that the auditor is merely concerned with evaluating the evidence in support of transactions but need not examine the regularity and prudence of various decisions taken by the management. However, this concept has undergone a change as some of the requirements of law introduced in the past require the company auditor to go beyond the functions of reporting and express an opinion about the propriety or prudence of certain transactions in certain specific areas. Sub-Section (1A) and (4A) of the section 227 of the Companies Act, 1956 contain various such matters.

Q. Define compliance tests and substantive tests. 

A. Compliance tests: Compliance procedures are tests designed to obtain reasonable assurance that those internal controls on which audit reliance is to be placed are in effect. In obtaining audit evidence from compliance procedures, the auditor is concerned with assertions that the control exists, the control is operating effectively and the control has so operated throughout the period of intended reliance. So the auditor is concerned with the existence, effectiveness and continuity of the control system.

Substantive tests: Substantive procedures are tests designed to obtain evidence as to the completeness, accuracy and validity of the data produced by accounting system. They are of two types:

(1) Tests of details of transactions and balances.

(2) Analysis of significant ratios and trends including the resulting investigation of unusual fluctuations and items.

Q. Which financial indications would you consider for evaluating the assumption of going concern? 

A. Indications to be considered:

Key financial ratios;

Net worth;

Operating results;

Repayment of borrowings;

Change in credit policy;

Arrears or discontinuance of dividends;

Scheme of rearrangement with creditors 

Q. Write a short note on broad objectives of operational audit. 

A.      (i)  Review of controls:  ----------------

(ii) Evaluation of performance: ------------------

(iii) Review of objectives and plans: --------------------

(iv) Review of organisational structure: -------------------------

Q. Being an auditor describe the acceptable accounting treatment of reduction in carrying amount of investments/ loss on disposal of investments. 

A. Reduction in carrying amount of investments/ loss on disposal of investments should be charged or credited to the profit and loss Account.  Reversals of such reduction should also be charged or credited to the profit and loss statement. In case of loss, matching amount can be transferred from the Investment Reserve to the credit of Profit and Loss account to offset the impact of the loss.

. To ensure proper co-ordination, the purchase officer has been given the additional task of store supervisor. Comment 

A. It is not a good internal control system. Internal checks would not function properly.  Purchase officer should be denied access to store records and accordingly should not function as store supervisor. Persons connected with receipt and issue of materials and maintaining the records for such movement should be denied authority to issue purchase orders or to approve invoices.

 Q. Briefly describe the “Small and Medium sized Company” as per the Companies (Accounting Standards) Rules, 2006 

A. “Small and Medium Sized Company” (SMC) means, a company-

(i) whose equity or debt securities are not listed or are not in the process of listing on any stock exchange, whether in India or outside India;

(ii) which is not a bank, financial institution or an insurance company;

(iii) whose turnover (excluding other income) does not exceed rupees fifty crore in the immediately preceding accounting year;

(iv) which does not have borrowings (including public deposits) in excess of rupees ten crore at any time during the immediately preceding accounting year; and

(v) which is not a holding or subsidiary company of a company which is not a small and medium-sized company.

A company shall qualify as a Small and Medium Sized Company, if the conditions mentioned therein are satisfied as at the end of the relevant accounting period.

Q. What are the aspects to be covered while checking the issue of sweat equity sharetransactions?  

A. The auditor should cover the following aspects while checking the issue of sweat equity share transactions:

(a) Authorised by a special resolution ----------

(b) Details about share issues are specified -----------

(c) Minimum time gap for issue : Not less than one year has, at the date of the issue,

     elapsed since the date on which the company was entitled to commence business.

(d) SEBI guidelines followed----------------

(e) Issue out of already issued share type ---------------

Q. A Ltd. Purchased from B Pvt. Ltd. some plant and machinery on December 31, 2008 for Rs. 2 Crore. The purchase was on credit for 120 days and the plant and machinery were supplied on January 31, 2009. Further on Feb. 01, 2009, A Ltd., paid Rs. 1 Crore as advance to B Pvt.  Ltd. for supplying machinery with delivery instructions to deliver the same in the last week of May 2009. In the accounts for 2008-09, A Ltd. intends to adjust the advance paid against credit purchase and show the net amount of Rs.1 Crore as due to B Pvt. Ltd. As the statutory auditor, how would you deal with this? (2 Marks)

A. Presentation should be as per Schedule VI of the Companies Act. The presentation intends by A Ltd.  will cancel the two material items in the balance sheet – one, expenditure towards capital work in progress and the other current liability for purchase of machinery. Hence, the auditor should not agree with the intention of  A Ltd., and he should insist to show these two items separately. If A Ltd. does not agree with the auditor, he should qualify his report with suitable quantification of amount involved.

Q. Being an statutory auditor what control would you expect in a Computerised Information system. 

A. In a Computerised Information system the following control should exist:

Authenticity Control; Accuracy Control; Completeness Control; Privacy Control; Audit Trail Controls; Redundancy Control; Existence Control; Asset safeguarding controls; Effectiveness Control; Efficiency Control; etc.

Q. An auditor is to report on the truth and fairness of the statements of account. Describe, in general terms, the procedure he must follow in order to form an opinion for the report. 

A. The following audit process may be followed:

(a) Formulation of audit plan and laying down broad framework for audit work and method to ensure control over the quality of work.

(b) Examination and evaluation of internal control system. 

(c) Ascertaining the arithmetical accuracy of the books of account.

(d) Examining the documentary evidence (both internal and external). 

(e) Checking the validity of transactions with reference to:

(i) Statutory provisions affecting the accounts and audit;

(ii) Rules and regulations of the  organization;

(iii)  Minute books for appropriate sanction of the transactions by competent authority;

(iv) Other legal documents such as the prospectus, returns submitted to legal authorities, contracts and agreements e.g., vendors’ agreement, lease agreement, selling agency agreement, collaboration agreements, etc; and

(v) Well recognised accounting principles and practices e.g., distinction between capital and revenue, accrual system of accounting, valuation principles, etc.,

(f) Ensuring that there is adequate disclosure of information and, in particular, the annual accounts are prepared in such a manner as to convey the real picture about the assets and liabilities and of the operating result (profit or loss) of the organization. For this purpose, the auditor must conform to the prescribed legal requirement, if any, as to the form of accounts and have due regard to the best current accounting practice. Reference to Schedule VI in case of companies and compliances with accounting standards must be seen.

(g) Verification of existence, ownership, title and value of the assets and determination of the extent and nature of liabilities.

(h) Scrutiny of the accounts to establish reasonableness, consistency and compliance with the statutory requirements.

(i) Application of various overall checks in order to test the overall reliability of the accounting records and the statements and to see whether the results of overall checks corroborate the findings already made.

(j) Application of analytical procedures; etc. 

Q. A large manufacturing company engaged in production of motor vehicle accumulates periodically considerable quantity of scrap some of which has high re-sale value. Draft a suitable internal control system for this item.  

A. Internal control system should consist of control measures at various stages of scrap like – Scrap Generation Stage, Scrap Shorting Stage, Storage Stage, Disposal and Recognition of Revenue Stage.    

Various internal control system and internal checks may be narrated under the above broad categories-----------------------------

Q. Being an auditor how will you identify related parties? 

A. SA 550 deals with  “Related Parties”. 

 Primarily management is responsible for identification of related parties.

As per the SA, the auditor may carry out the following procedures to identify names of related parties:

(i) Review his working papers for previous years for names of known related parties;

(ii) Review the entity’s procedures for identification of related parties;

(iii) Inquire as to affiliation of directors, key management personnel and officers with

       other entities, etc.;

(iv) Review shareholder records;

(v) Review memorandum and articles of association, minutes of the meetings of

      shareholders and the board of directors and its committees; etc.

(vi) Inquire of other auditors such as internal auditor, special auditors appointed under

      any statute, cost auditors, and concurrent auditors of the entity as to their

      knowledge of additional related parties and review the report of the predecessor

      auditors;

(vii) review the entity’s income tax returns and other information supplied to regulatory

       agencies; and

(viii) review the joint venture and other relevant agreements entered into by the entity.

In addition, the auditor should pay attention on transactions which appear unusual in the

circumstances and which may indicate the existence of previously unidentified related

parties. Examples include–

1. Transactions which have abnormal terms of trade.

2.Transactions which lack an apparent logical business reason. 

3.Transactions in which substance differs from form.

4.Transactions processed in an unusual manner.

5.High volume or significant transactions with certain customers 

6.Rendition of services without income

The auditor must obtain a written representation from the management concerning the completeness of information provided regarding the identifications of related parties.

Q. Describe “Representations by Management” and indicate briefly the content of the same. To what extent an auditor can place reliance on such representations? 

A.  A written statement by management provided to the auditor to confirm certain matters or to support other audit evidence is known as “Representations by Management”. The auditor should request written representations from management with appropriate responsibilities for the financial statements and knowledge of the matters concerned. The written representations must be in the form of a representation letter addressed to the auditor.

In must consist of representation on overall Financial Statements, Accounting Policies, Fixed Assets, Liabilities, Contingent Liabilities, Revenue, Events Subsequest to Balance Sheet Date, Compliance of law and regulation / contractual agreements, Related Party Transactions, etc. 

Some  representations may be made by the management either in orally or in confirming the understanding of the auditor.

SA 580, “Representations by Management”, states that management representations whether obtained orally or in writing institute audit evidence and establishes standards for evaluating the same. SA 580 requires that the auditor may rely upon the management’s representation, preferably in writing, as a sort of information or evidence to consider and if the representations relate to matters which are material to financial information, Further, the auditor should:

(a) seek corroborative evidence from sources inside or outside the entity.

(b) evaluate whether the representations made by the management appear

reasonable and consistent with other audit evidence obtained, including other

representations; and

(c) consider whether the individuals making the representations are expected to

be well informed on the matter.

However, it must be noted that representations by the management cannot be the

substitute for other audit evidence. For example, a representation by the management as to existence, quantity and cost of inventories is not substitute for adopting audit procedures regarding verification and valuation of inventories. If a representation by management is contradicted by other evidence, the auditor should examine the circumstances and, when necessary, reconsider the reliability of other representations made by the management as well.

Q. You have been appointed Management Auditor of a large manufacturing company

suffering from working capital crunch. Enlist and discuss the related areas which you

would probe into to overcome the company’s problem. 

A. The following related areas should be probed into to overcome the company’s working capital problem:

 Estimation of Working Capital-----------------

Cash Flow Statement---------------- 

Inventory / Stock Management-------------- 

Credit Management----------------------------------

Funds Flow Analysis--------------------------

Investment Management------------- etc. 

CORPORATE GOVERNANCE 

Q. What are the role of audit committee under Clause 49 (II) (D) of the listing agreement? 

A. The role of the audit committee under Clause 49 (II) (D) are the following:

Oversight of the company’s financial reporting process and the disclosure-----------

Recommendations related to external auditors--------------

Reviewing with management the annual financial statements before submission to

the Board, focusing primarily on:

(i) Any changes in accounting policies / and practices;

(ii) Major accounting entries based on exercise of judgments by management;

(iii) Qualification in draft audit report;

(iv) Significant adjustments arising out of audit;

(v) The going concern assumption;

(vi) Compliance with accounting standards;

(vii) Compliance with stock exchanges and legal requirements concerning financial statements.

(viii) Any related party transactions, etc

Reviewing with the adequacy of internal control system-----------

Reviewing the adequacy of internal audit function-------------

Discussion on significant findings and follow-up thereon---------

Discussion with external auditors ------------------

Reviewing the company’s financial and risk management policies--------

To look into the reasons for substantial defaults in repayments of debt, etc.

Q. What do you understand by Corporate Governance? Briefly describe the content of clause 49 of the listing agreement. 

A. Corporate governance is the system by which companies are directed and controlled by management in the best interest of shareholders and others. Corporate governance is the set of processes, customs, policies, affecting the way a company  is directed, administered or controlled.  The Board of Directors is responsible for the governance of their companies. SEBI has introduced clause 49 in the “Listing Agreement” . As per the clause, company  has to agree and implement the code of corporate governance.

The company is also required to obtain a certificate from the auditor/ practicing company secretary as regard compliance of the conditions of corporate governance as given in this clause.

The various item of this clause are related to:

Board of Directors

Audit Committee

Remuneration of directors

Board Procedures 

Shareholder related matters

Subsidiary Company

CEO/CFO Certification

Report on Corporate Governance in the Annual Report 

Compliance certificate from the auditors/ practicing company secretary. 

Q. Some of the provisions of the Companies Act, 1956 relating to Audit Committee help in achieving some of the objectives of Corporate Governance. Explain 

A. Section 292A of the Companies Act 1956 deals with the provisions related to Audit Committee. As per this Section, every public company having paid up capital of not less than Rs.5.00 Crores must have an audit Committee.

Sub-section 2 to 10 of section 292A deals with function and powers of the audit committee----------------------------------------

As audit committee is a part of corporate governance system, compliance with the provisions of Section 292A of the Act help in achieving some of the objectives of Corporate Governance

Q. Your management has decided to consider  adaption of  e-invoicing as part of its e-business policies. Prepare a short  report to your management, about e-invoicing , its benefits and hurdles.

e-invoicing is a technology used in a manner which is cost effective and risk free for all the stakeholders. Invoicing is an important aspect of doing business, with multi purpose use. It is a legal document, accounting tool, financing and most importantly required under the tax laws.

Shifting to e-invoicing brings savings to the business.

Hurdles:

Lack of drive to make changes to the existing financial systems

Sense of security and control with paper based invoicing

Cost of conversion from physical invoice to e invoice

Acceptance by customers

Biggest hurdle lack of uniform indirect tax provisions. Different tax provisions/procedures for different states.

Q.  Corporate Governance has gained importance in recent years     especially in the light of huge financial scandals reported in recent years. List at least 5 areas of concern in Corporate Governnance.

a. Governance in name but not in spirit

b. Overregulation

c. Development of checklist mentality

d. Personal risk and liability for company directors and senior management- curtailing risk taking/decision making process

e. Cost-benefit concerns

f. Complexity of financial reporting standards

g. Reduced scope of professional judgement

h. Knee jerk reactions leading to overregulations. 

