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. ENCODE CLEARLY THE TEST BOOEKLET SERIES A, B, C OR D AS THE CASE MAY BE
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This Test Booklet contains 120 items (questions). Each item is printed both in Hindi
and English. Each item comprises four responses (answers). You will select the
response which you want to mark on the Answer Sheet. In case you feel that there is
more than one correct response, mark the response which you consider the best. In any
case, choose ONLY ONE response for each item.

. You have to mark all your responses ONLY on the separate Answer Sheet provided.

See directions in the Answer Sheet.
All items carry equal marks.

. Before you proceed to mark in the Answer Sheet the response to various items in the

Test Booklet, you have to fill in some particulars in the Answer Sheet as per instructions
sent to you with your Admission Certificate.

. After you have completed filling in all your responses on the Answer Sheet and the

examination has concluded, you should hand over to the Invigilator only the Answer
Sheet. You are permitted to take away with you the Test Booklet.

. Sheets for rough work are appended in the Test Booklet at the end.
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Penalty for wrong answers :
THERE WILL BE PENALTY FOR WRONG ANSWERS MARKED BY A CANDIDATE IN THE
OBJECTIVE TYPE QUESTION PAPERS.

(i} There are four alternatives for the answer to every gquestion. For each question for
which a wrong answer has been given by the candidate, one-third (0-33) of the
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if one of the given answers happens to be correct and there will be same penalty as
above to that question.

{iii) If a question is left blank, i.e., no answer is given by the candidate, there will be
no penalty for that question.
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Directions ;

The following seven (7) items consist of two
statements, Statement | and Statement I1.
You are to examine these two statements

carefully and select the answers to these
items using the code given below :

Code :

fa) Both the statements are
individually true and State-
ment II is the correct
explanation of Statement |

f{b) Both the statements are
individually true but State-
ment Il is mot the correct
explanation of Statement |

fc) Statement | is true but
Statement Il is false

(d) Statement 1 is false but
Statement I is true

1. Statement [ :

The auditor gives absolute
assurance that material misstate-
ment in financial statements will
be detected.

Statement II :

The auditor’s opinion helps in
determination of the true and fair
view of the financial position and
operating result of the enterprise.

2. Statement | :

There is no specific auditing
standard for internal audit works,

Statement 11 :

Internal audit is an independent
and objective assurance and
consultancy activity designed to
add wvalue and improve an
organization’s operations.
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6.

Statement I :

‘u"criﬁcaﬁn_n of fixed assets consists
of examination of related records
and physical verification.

Statement 11 :

Physical verification of fixed assets
is the primary responsibility of the
management.

Statement [ :

Stefi has entered intoe an
irrevocable agreement to purchase
machinery from Baker & Co. for
Rs 3,00,000. Steffi has recognized
the machinery as an asset and the
corresponding liability in her books.

Statement [ :

Transfer of ownership and right to
the machinery has been bestowed
upon Steffi and as such she is
entitled to recognize it as an asset.

Statement [ :

Recurring transactions are those
transactions, benefits of which are
consumed within the accounting
year.

Statement II :

Recurring transactions are meant
for improving the earning capacity
of the business.

Statement [ :

Shares can be issued at a discount
by a company at any time if the
Articles so provide and a special
resolution to that effect is passed.

Statement II :

Usually shares are issued at
discount so as to ensure that the
issue is fully subscribed.
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7. Statement I :

In trading on equity, equity share-
holders may receive higher
dividend.

Statement II :

On debentures and preference
shares, only a fixed rate of interest
or dividend is paid.

8. Consider the following paragraph :

If the directors have power and
authority to bind the company, but
certain preliminaries are required to
be gone through on the part of the
company before that power can be
duly exercised, then the person
contracting with the directors is not
bound to see that all these
preliminaries have been observed.
He is entitled to presume that
directors are acting lawfully in what
they do.

The above paragraph refers to
fa) Constructive Notice

(b) Indoor Management

(e} Ultra vires

(d) Majority Rule

9. Consider the following statements

about Balance Sheet :

1. It is always prepared from the
point of view of the firm,
company or business, and not
from that of its owners.

2, The financial relationship of
the business to its owners is
shown in the amount of
capital, reserves and undis-
tributed profits.

3. It is always related to a period
of time.
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Which of the statements given
above is/are correct?

fa) 1 and 2 only
() 2 and 3 only
fc) 1 only

{d 1,2 and 3

10, Where income-tax laws allow deduc-

tion of only a part of an item of
expenditure, the disallowed amount
would result in

(a) timing difference

(b) internal difference
(¢} permanent difference
(d) legal difference

11. Until final settlement, the balance

due to a retiring partner is
transferred to

fa) retiring partner's  Capital
Account

(b} retiring partner’s Loan Account
fc) Cash Account
fd) Realization Account

12. A company, dealing with greeting

card business and in the process of
expanding its business beyond its
regular products, has issued the
statement, “The social expression
business®. This may be termed as
its

fa) objective
(b) strategy
fc) mission

(d}] programme
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13. The first auditor of a company can be
removed by the

fa) Board of Directors of the
company

fb) Members of the company in
the Annual General Meeting

fc) Promoters of the company

(d) National Company Law Tribunal

14. If Opening Stock is Rs 10,000; Net
Purchases Rs 70,000; Wages
Rs 2,500; Carriage Inwards Rs 500
and Closing Stock Rs 15,000, what
is the merchandising cost?

fa) Rs 65,000
(b) Rs 83,000
fc/ Rs 68,000
fd}] Rs 73,000

15. “Insurance premium accrued but not
paid"—this situation will lead to
fal increase in equity
fb) decrease in both equity and
assets

fc) decrease in equity and increase
in liabilities

fd} increase in cash flow

16. The objective of auditing is to see
whether the

1. financial statements  are
prepared within the framework
of recognized  accounting
policies

2. propriety of all transactions are
checked and evaluated

3. financial statements reflect a
true and fair view of actual
financial position

4. financial statements are

absolutely free from material
misstatement
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Select the correct answer using the
code given below :

Code :

fa) 1, 2 and 3

(b) 1 and 4

fe) 3 only

fd) 1 and 3 only

17. Match List-l1 with List-Il and select

the correct answer using the code
given below the Lists :

List-J List-11
(Table containing (Type of
Forms of M/A as Company)

per Section 14
of the Indian
Companies Act,

1956)

A. Table B 1. Company limited
by guarantee not
having share
capital

B. Table C 2. Company limited
by guarantee
having a share
capital

C. Table D 3. Unlimited liability
company

D. Table E 4. Company limited
by shares

Code :

fa) A C D

4 1 2 3
(b) A B [ D
4 2 1 3
fe) A B C D
2 1 3 4
fd) A B C D
2 3 1 4






































































































































































