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Sol. 1(a) 

Disclosure under AS -11: An enterprise should disclose: 

 

a) The amount of exchange difference included in the net profit or loss for the period.  

 

b) The amount of exchange difference adjusted in the carrying amount of fixed assets during the accounting period.  

 

c) The amount of exchange difference in respect of forward contracts to be recognized in the profit/ loss for one or 

more subsequent accounting period.   

d) Foreign currency risk management policy. 1 

 

Sol. 1(b) 

Segment expense is the aggregate of :-  

 

(i) the expense resulting from the operating activities of a segment that is directly attributable to the segment, and 

 

(ii) the relevant portion of enterprise expense that can be allocated on a reasonable basis to the segment, including 

expense relating to transactions with other segments of the enterprise. Segment expense does not include:  

 

(a) extraordinary items as defined in AS 5, Net Profit or Loss for the Period, Prior Period Items and Changes in 

accounting Policies; 

 

(b) interest expense, including interest incurred on advances or loans from other segments, unless the operations of 

the segment are primarily of a financial nature; 

 

(c) losses on sales of investments or losses on extinguishment of debt unless the operations of the segment are 

primarily of a financial nature; 

 

(d) income tax expense; and 

 

(e) general administrative expenses, head-office expenses, and other expenses that arise at the  enterprise level and 

relate to the enterprise as a whole. However, costs are sometimes incurred at the enterprise level on behalf of a 

segment. Such costs are part of segment expense if they relate to the operating activities of the segment and if they 

can be directly attributed or allocated to the segment on a reasonable basis. 

 

Sol. 1(c) 

Redeemable preference share capital A/c.                           Dr.                65,000 

             To 12%preference share capital A/c.                                                                10,000                                                                

             To Equity share capital A/c.                                                                                20,000       

             To Capital redemption reserve A/c.                                                                  35,000 
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Sol. 1(d) 

No, the remuneration paid to key management personnel or Non-Executive director or Board of Directors is not a 

related party transaction because the remuneration paid to them is in accordance to section 197(3) of Companies 

Act, 2013. 

 

Sol. 2 True or False 

True 

True 

False 

True 

True 

 

 

Sol.3 True or false (any five) 

False 

True 

True 

True 

True 

True 

 

Sol. 4 Fill in the Blanks (any five) 

Central government 

180 days 

Not less than ₹25,000 to ₹5lac 

204 

148 

CRA-1 

 

Sol. 5 (c) (i) 

 

Particulars  P  Q  R  S  T  Total  

1. 100  300  200  100  300  1,000  
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Segment 

Revenue  

2. % of 

Segment 

Revenue  

10%  30%  20%  10%  30%  

3. 

Segment 

Result:  

Profit  

Loss  

40  (60)  90  10  (30)  140  

(90)  

4. % of 

segment 

Result, 

absolute 

amount of 

profit/ 

whichever is 

higher, i.e. as 

a % of 140  

28.57%  42.88%  64.29%  7.14%  21.43%  

5. 

Segment 

Assets  

45  55  140  20  40  300  

6. % of 

Segment 

Assets  

15%  18.33%  46.67%  6.66%  13.33%  

Reportable 

Segment  

Yes  Yes  Yes  Yes  Yes  

Criteria 

satisfied  

Revenue, 

Result & 

Assets  

Revenue, 

Result & 

Assets  

Revenue, 

Result & 

Assets  

Revenue  Revenue, 

Result & 

Assets  
 

 

 

Sol. 5 (c) (ii) 

 

Prohibition on Issue of Shares at Discount [Section 53]  

(1) Except as provided in section 54, a company shall not issue shares at a discount.  

(2) Any share issued by a company at a discounted price shall be void.  

(3) Where a company contravenes the provisions of this section, the company shall be punishable 

with fine which shall not be less than one lakh rupees but which may extend to five lakh rupees 

and every officer who is in default shall be punishable with imprisonment for a term which may 

extend to six months or with fine which shall not be less than one lakh rupees but which may 

extend to five lakh rupees, or with both. 

 

 

Sol.6 (a) (ii) 
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As per Sec 3 of Marine Insurance Act, 1963 ―A contract of marine insurance is an agreement whereby the insurer 

undertakes to indemnify the assured, in the manner and to the extent thereby agreed, against marine losses, that is 

to say , losses incidental to marine adventure. Similarly, Sec 4 (1) states that ―a contract of marine insurance may, 

by its express terms, Or by usage of trade, be extended so as to protect the insured against losses on inland water or 

any land risk which may be incidental to any sea voyage. 

 

Sol.6 (b) (i) 

General Insurance Company 

(Abstract showing the amount of claims) 

Particulars `                                                                                    ‘000 ` ‘000 

Claims less Re-insurance : 

Paid during the year                                                                     52,20 

Add : Outstanding claims at the end of the year                      7,52 

                                                                                                        59,72 

Less : Outstanding claims at the beginning of the year            7,84      51,88 

Working Notes : 

Particulars `                                                                                     ‘000 ` ‘000 

1. Claims paid during the year 

Direct business                                                                               46,70 

Reinsurance                                                                                     7,00      53,70 

Add : Surveyor‘s fee                                                                           35 

Legal expenses                                                                                   45          80 

                                                                                                                       54,50 

Less : Claims received from re-insurers                                                        2,30 

                                                                                                                       52,20 

2. Claims outstanding on 31st March, 2014 

Direct business                                                                                 8,12 

Reinsurance                                                                                     53          8,65 

Less : Claims receivable from re-insurers                                                    1,13 

                                                                                                                         7,52 

3. Claims outstanding on 1st April, 2013 

Direct business                                                                                    763 

Reinsurance                                                                                          87        8,50 

Less : Claims receivable from re-insurers                                                          66 

                                                                                                                            7,84 
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Sol.6 (b) (ii) 

Date Particulars       Dr. (`)      Cr. (`) 

(i) Capital Reserve A/c Dr.   37,500 

Capital Redemption Reserve A/c Dr.  45,000 

Securities Premium A/c Dr.   52,500 

General Reserve A/c Dr.    15,000 

To Bonus to Shareholders A/c   1,50,000  

(Being the bonus declared by issuing 1 bonus share for 

every 4 shares held as per general body's resolution 

Dated...) 

(ii) Bonus to Shareholders A/c Dr.   1,50,000 

           To Equity Share Capital A/c      1,50,000 

(Being the issue of 15,000 shares of ` 10 each by way of 

Bonus) 

 

Notes: 

(i) Plant Revaluation Reserve cannot be utilized to issue bonus shares. 

(ii) Capital Reserve realized in cash can be utilized for bonus issue 

 

 

 

Sol. 7 (a) (i) 

“3. Application of Cost Records. - For the purposes of sub-section (1) of Section 148 of the Act, the class of 

companies, including foreign companies defined in clause (42) of Section 2 of the Act, engaged in the production of 

the goods or providing services, specified in the Table below, having an overall turnover from all its products and 

services of rupees thirty five crore or more during the immediately preceding financial year. 

“4. Applicability for cost audit.— (1) Every company specified in item (A) of rule 3 shall get its cost records audited in 

accordance with these rules if the overall annual turnover of the company from all its products and services during 

the immediately preceding financial year is rupees fifty crore or more and the aggregate turnover of the individual 

product or products or service or services for which cost records are required to be maintained under rule 3 is 

rupees twenty five crore or more. 

 (2) Every company specified in item (B) of rule 3 shall get its cost records audited in accordance with these rules if 

the overall annual turnover of the company from all its products and services during the immediately preceding 

financial year is rupees one hundred crore or more and the aggregate turnover of the individual product or products 

or service or services for which cost records are required to be maintained under rule 3 is rupees thirty five crore or 

more.  
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(3) The requirement for cost audit under these rules shall not apply to a company which is covered in rule 3; and  

(i) whose revenue from exports, in foreign exchange, exceeds seventy five per cent of its total revenue; or (ii) which 

is operating from a special economic zone.” 

 

 

Sol. 7 (a) (ii) 

For the purpose of sub-section (3) of section 148- 

(a) In the case of companies which are required to constitute an audit committee 

(i) The Board shall appoint an individual, who is a cost accountant in practice, or a firm of Cost accountants 

in practice, as cost auditor on the recommendations of the Audit Committee, which shall also recommend 

remuneration for such cost auditor; 

(ii) The remuneration recommended by the Audit Committee under (i) shall be considered And approved by 

the Board of Directors and ratified subsequently by the shareholders; 

(b) In the case of other companies which are not required to constitute an audit committee, the Board shall 

appoint an individual who is a cost accountant in practice or a firm of cost Accountants in practice as cost 

auditor and the remuneration of such cost auditor shall be Ratified by shareholders subsequently. 

 

 

Sol. 7 (b) (i) 

Qualified Audit Report: The Auditor should express a Qualified Opinion or an Adverse Opinion, as 

Appropriate, if he has certain reservations about the Abridged Financial Statements, e.g. if a Material piece 

of information has not been disclosed in the Abridged Financial Statements or has Been disclosed in an 

inappropriate manner. 

PIECEMEAL OPINION 

i. The Auditor, may in some cases, find that the Financial Statements he has examined present only a 

partial true and fair view. In such cases, he may report that he is unable to express an opinion, limited to 

certain items in the statement, with which he is satisfied. Such a situation would warrant a Piecemeal 

Opinion. 

ii. As the name suggests, the Auditor gives a divided opinion on matters with which he is satisfied and with 

which he is not. The Auditor should state the reasons for having given a Piecemeal Opinion. 

 

Sol. 7(b) (ii) 

(1) A person shall be eligible for appointment as an auditor of a company only if he is a chartered 

accountant. 

Provided that a firm whereof majority of partners practicing in India are qualified for appointment as foresaid 

may be appointed by its firm name to be auditor of a company. 

(2) Where a firm including a limited liability partnership is appointed as an auditor of a company, only the 

partners who are chartered accountants shall be authorised to act and sign on behalf of the firm. 

 

 

Sol.7 (c) (ii) 
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Cash in hand & Balances with RBI 

Money at call & short notice 

Fixed and other Assets 

Borrowing and Deposits 

Capital Reserve and Surplus 

Bills Payable 

Bills for Collection 

Treasury Operation-Foreign Exchange and Derivatives 

 

 

Sol. 7(d)(i) 

(i) Integrity, objectivity and independence:- The auditor should be straight-forward, honest, sincere and 

free form any influence on his audit work. He should maintain impartiality and be free of any interest. 

(ii) Confidentiality: - He should not disclose the client’s information to anybody without the client’s 

permission or under any regulatory requirement. 

(iii) Skills and competence:- The audit should be performed and audit report be prepared by adequately 

trained, experienced and competent person. 

(iv) Work performed by others:- The auditor should carefully supervise the work performed by others 

(such as his subordinates, other auditors, experts etc.) as remains responsible for the work delegated by 

him to his assistants, other auditors or experts. 

(v) Documentation: - Proper working papers should be maintained by the auditor to evidence the audit 

work. Working paper which is maintained is to demonstrate that the audit is in adherence to the basic 

principles. 

(vi) Planning: - The auditor should obtain the knowledge about client’s business to determine the nature, 

timing and the extent of the audit procedures. 

(vii) Audit evidence: - The auditor should obtain sufficient appropriate audit evidence through performing 

the compliance and substantive procedures. 

(viii) Accounting system and internal controls: - An understanding of the accounting system and the 

related internal controls help in determining the nature, timing and extent of other audit procedures. 

(ix) Audit conclusions and reporting: - On the basis of conclusions drawn from the audit evidence 

obtained the auditor should give unqualified report or qualified report or adverse report or the disclaimer 

report. 

 

 

Sol..7(d)(ii) 

continuous process and covers in its ambit all the stages from recording to classification and presentation. 

An auditor has to constantly judge whether a particular item or transaction is material or not. SA 320 on 

Materiality in Planning and Performing an Audit lays down that “The concept of materiality is applied by the 

auditor both in planning and performing the audit, and in evaluating the effect of identified misstatements on 

the audit and of uncorrected misstatements, if any, on the financial statements.” It lays down a Standard on 

Auditing (SA) on the concept of audit materiality in relationship with the audit risk affecting the planning and 
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procedures of the auditors. Materiality of an item may influence the economic decision of the user: It is a 

relative terra, the knowledge of which may influence the economic decision of the users of the Financial 

Statements. It requires that the auditor should consider materiality and its relationship with audit risk while 

conducting an audit and therefore an auditor requires more reliable evidence to support material items. 

No item is material in all circumstances, what may be material in one circumstance may not be material in 

another. It may be a statement, silence (or omission) or a misstatement in the Financial Statements, 

materially affected if such statement is erroneously stated or omitted to be stated therein and economic 

decision of the users taken on the basis of such information is influenced by such misstatement or 

omission. 

 

Sol.7(e)(i) 

Final dividend is declared in the general meeting. Board of Directors have to recommend a dividend. 

Declaration of dividend is ‘Ordinary Business” in general meeting. No dividend shall be declared or paid by 

a company for any financial year except— 

(a) out of the profits of the company for that year arrived at after providing for depreciation in accordance 

with the provisions of sub-section (2), or out of the profits of the company for any previous financial year or 

years arrived at after providing for depreciation in accordance with the provisions of that sub-section and 

remaining undistributed, or out of both; or 

(b) out of money provided by the Central Government or a State Government for the payment of dividend 

by the company in pursuance of a guarantee given by that Government. Provided that a company may, 

before the declaration of any dividend in any financial year, transfer such percentage of its profits for that 

financial year as it may consider appropriate to the reserves of the company. 

Provided further that where, owing to inadequacy or absence of profits in any financial year, any company 

proposes to declare dividend out of the accumulated profits earned by it in previous years and transferred 

by the company to the reserves, such declaration of dividend shall not be made except in accordance with 

such rules as may be prescribed in this behalf. 

Provided also that no dividend shall be declared or paid by a company from its reserves other than free 

reserves. Provided also that no company shall declare dividend unless carried over previous losses and 

depreciation not provided in previous year or years are set off against profit of the company for the current 

year. 

For the purposes of clause (a) of sub-section (1), depreciation shall be provided in accordance with the 

provisions of Schedule II. 

 

 

Sol.7(e)(ii) 

The special steps involved in the audit of an educational institution are the following: 

(i) Examine the Trust Deed, or Regulations in the case of school or college and note all the provisions 

affecting accounts. In the case of a university, refer to the Act of Legislature and the Regulations framed 

thereunder. 

(ii) Read through the minutes of the meetings of the Managing Committee or Governing Body, noting 

resolutions affecting accounts to see that these have been duly complied with, specially the decisions as 

regards the operation of bank accounts and sanctioning of expenditure. 

(iii) Check names entered in the Students’ Fee Register for each month or term, with the respective class 

registers, showing names of students on rolls and test amount of fees charged; and verify that there 

operates a system of internal check which ensures that demands against the students are properly raised. 



 

FINANCIAL REPORTING  WWW.GLOBALCMA.IN 

 

(iv) Check fees received by comparing counterfoils of receipts granted with entries in the cash book and 

tracing the collections in the Fee Register to confirm that the revenue from this source has been duly 

accounted for. 

(v) Total up the various columns of the Fees Register for each month or term to ascertain that fees paid in 

advance have been carried forward and the arrears that are irrecoverable have been written off under the 

sanction of an appropriate authority. 

(vi) Check admission fees with admission slips signed by the head of the institution and confirm that the 

amount had been credited to a Capital Fund, unless the Managing Committee has taken a decision to the 

contrary. 

(vii) See that free studentship and concessions have been granted by a person authorised to do so, having 

regard to the prescribed Rules. 

(viii) Confirm that fines for late payment or absence, etc., have either been collected or remitted under 

proper authority. 

(ix) Confirm that hostel dues were recovered before students’ accounts were closed and their deposits of 

caution money refunded. 

(x) Verify rental income from landed property with the rent rolls, etc. 

(xi) Vouch income from endowments and legacies, as well as interest and dividends from investment; also 

inspect the securities in respect of investments held. 

(xii) Verify any Government or local authority grant with the relevant papers of grant. If any expense has 

been disallowed for purposes of grant, ascertain the reasons and compliance thereof. 

(xiii) Report any old heavy arrears on account of fees, dormitory rents, etc, to the Managing Committee. 

(xiv) Confirm that caution money and other deposits paid by students on admission have been shown as 

liability in the balance sheet and not transferred to revenue. 

(xv) See that the investments representing endowment funds for prizes are kept separate and any income 

in excess of the prizes has been accumulated and invested along with the corpus. 

(xvi) Verify that the Provident Fund money of the staff has been invested in appropriate securities. 

(xvii) Vouch donations, if any, with the list published with the annual report. If some donations were meant 

for any specific purpose, see that the money was utilised for the purpose. 

(xviii) Vouch all capital expenditure in the usual way and verify the same with the sanction for the 

Committee as contained in the minute book. 

(xix) Vouch in the usual manner all establishment expenses and enquire into any unduly heavy expenditure 

under any head. 

(xx) See that increase in the salaries of the staff have been sanctioned and minuted by the Committee. 

 


