FEDERAL PUBLIC SERVICE COMMISSION

COMPETITIVE EXAMINATION FOR RECRUITMENT TO POSTS

IN BPS-17 UNDER THE FEDERAL GOVERNMENT, 2001.

ACCOUNTANCY AND AUDITING

PAPER-I -
TIME ALLOWED: THREE HOURS MAXIMUM MARKS: 100
NOTE: - Attempt FOUR questions in all, including QUESTION # 1 and 6 which are
compulsory. Question # 1 carrics 40 Marks and all others carry 20 marks each.”

1, The following trial balance is extracted from the books of a merchant on December 31,

2000: : '

I"articulars Debit Credit

) Rs. Rs.

Furniture fittings 6,400

Motor Vehicles 62,500

Buijldings 75,000 _

Capital account 125,000

Bad debts 1,250

Provision for bad debts 2,000

Sundry debtors and creditors " 38,000 25,000

‘Stock on January 1, 2000 34,600 :

Purchases and sales 54,750 154,500

Bank overdraft 28,500

Sales and purchases returns 2,000 1,250

Advertising o 4,500

Mark up {on overdraft) 1,180

Commission 3,750

Cash ' 6,500

Taxes and insurance 12,500

General expenses 7,820

Salaries 33,000

340.000 340,000

The following adjustments are to be made:

(a)
(b}
(©)
(d)
()
(M)
(®)

2 (a)
(b)
(¢}
(d)

Stock in hand on December 31, 2000 was Rs. 32,000
Depreciate building at the rate of 5% Furniture & fittings @ 10% and motor
Vchicles @ 20%
Rs. 850 is due for mark-up on bank overdraft
Salaries Rs. 3,000 and taxes Rs. 1,200 are outstanding
Insurance amounting to Rs. 1000 is prepaid
One third commission received in respect of the work o be done next year
Write off a further sum of Rs, 1000 as bad debt and provision for bad debts to be
made equal to 10% on Sundry deblors
Required:
Prepare a Trading and Profit & loss account for the year ended December
31, 2000 and balance sheet as on that date. '

What is the journal entry for treatment of surplus arising out of revaluation of
fixed assets? '

At where in the balance sheet of a company surplus arising out of revaluation of
{ixcd asscts is to be disclosed?

What are the legal restrictions on dispesal of surplus arising out of revaluation of
fixed assets?

What is the purpose to which the surplus arising oul of revaluation of fixed assels
can be applied?
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3 Comparative date for Mchdi Coporation Ltd. for the two-years penod 1999-2000 are

ACCOUNTANCY AND AUDITING, PAPER-1

What discloses are requared in the financial statements consequent upon

revaluation of assets?

L. In the first balance sheet aﬂer the revaluation?

ii. [n the balance sheets subsequent 1o the first balance sheel afier revaluation

What is thc-value of revalued fixed assets for depreciation purposes?

presented below:

Net Sales
Cost of Goods sold

Gross Profit on Sales
Sclling, General, and other expenses

1999
Rs.

2000
- Rs.

1,000,000 1,200,000
630,000 760,000

340,000 440,000
300,000 340,000

10,000

90,000

Net operating Income
Income Taxes 15,000 35,000
Net Income 25,000 55,000
Dividends paid 130,000 40,000
Net increase (decrease) in retained
earning (5,000) 15,000
BALANCE SHELT DATA
1999 2000
Assels; Rs. Rs.
Cash _ 35,000 55,000
Trade notes and accounts receivable - 320,000 400,000
Inventory {at cost) 380,000 420,000
Prepaid expenses 10,000 30,000
Plant and Equipment (net) 600,000 680,000
Intangibilities 100,000 100,000
Other assets 5,000 15,000
1,450,000 1,700,000
Liabilities and sharetiolders Equity _
Rs. Rs.
Trade notes and accounts Payable 165,000 205,000
Wages, interest, dividends Payable 25,000 45,000
Income laxes Payable 15,000 35,000
Miscellaneous Current liabilities 15,000 10,000
5% bonds payable 300,000 . 300,000
Deferred revenues : 10,000 10,000
6% Preferred shares, Rs. 100 par 200,000 200,000
Ordinary Share Capital (Rs. 10 each) . 400,000 500,000
Premium on Share Capital 200,000 260,000
Appropriated Profits 60,000 80,000
Inappropriate Profits 60,000 55,000
1,450,000 1,700,000
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Required:
From the foregoing data calculate the foliowmg for 2000

{1) The ralio of net sales to average total assets

(2) The ratio of net sales to average plant and Equipment,

(3) The rate earned on net sales

(4} The gross profit rate on net sales BERREDE

{5) The rate earned on average tolal sales -

(6) The rate eamed on average sharés holders equity

(7) The number of times bond interest requirements were eamed (before
income taxes) v

(8) The numbcr of times preferred dividend requnremems were eamed

The following is the balance sheet of the X Co. as on 31 December 2000:

T BT

Liabilities, Rs,  Assels | Rs.

12,000 sharcs of Rs.10each ~ * Land & Building ™~ - 100,000
fully paid 120,600 Plant & Machinery S 40,000
Sundry Creditors 30,000 Stock . © 15,000
Bank Overdraft 28,000 Sundry Debtors : -+ .- 22,000
"~ Profit & loss Afc " - 1,000

178.000 178.000

The Company went inte voluntary liquidation and the assets were sold to the Y Co. Ltd.
For Rs. 156,000 payable as to Rs. 60,000 in cash (which sufficed to discharge the
creditors and bank and pay the cost of winding up Rs. 2,000} and as to Rs. 90,000 by the
allotment of 12,000 shares of Rs. 10 each of Y Co. Ltd. Rs, 7.50 per share paid up to the
shareholders of X Co. Ltd.

You are required to:
{a) Prepare ledger accounts 1o close the books of X Ltd,
(i) Realisation Account (ii) Shareholders Account
(iii) Cash Account (iv) Sundry Creditors Accounts (v) Bank Account
b) Give journal entries for recordings these transactions in the books of Y
Co. Lud. -

A fire occurred on September 11, 2001 in the go-down of Electronic media Company
Limited, Which destroyed the greatest part of their stock and the following information
was collected on that date: '

: Rs.
Stock at cost as at January 1, 2000 100,000
Stock at cost as at January |, 2001 150,000
Purchases from January 1, 2001 to September 11, 2001 200,000
Sales from January 1, 2001 to September 11, 2001 440,000

During the current year cost of .p'urchases has risen by 10% above last's year' s level.
Seliing prices has gone by 5% Salvage value of stock after fire was Rs. 10,000.

Required:

From the above data calculate the amount of claim to be lodged with the Sunrise
Insurance Company Limited for loss of stock

‘Twenty multiple choice quesuons are given below. You are required to present your

answer book in the shape of following suggested format. No marks will be awarded for
overwrilten answer:
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et
i

(N

2

(3)

(#

(5}

©) -

(N

(8)

9

(10

(i

(12)

(13

(14)

as

S No. | Choice B '{ Rationale for answer

Books of original entry are called: ' L :
(a) Ledger (b) Worksheets o “ {c) Jounal (d)None of these

e

For preparing balance sheels prepaid’ expenses are shiowed as parl of .

{(a) Liability (b) Equities (e} Assets . (d) _Nonequ these.
Unpaid and unrecorded expenses are called: e

(a) Prepaid expenses (b) Accrued expenses (c) Addluonal expenses e

(d) None of these, ) T, o ST

Y
.

Amount, cash, or other assets removed from busiiiess by owner is:

*y

(a) Capital - = (b) Dra'wings (c) Assels (d) None of these.
Under the diminishing balance method, deprecmuon mmountis: 7 - "

(a) Payment (b) Recelpt 5 (c) [prcndtlure ~ {(d) None of these.
' r ""'dl FRIT

Users of accounting mformauon mcludh o ' e ’ ‘
(a) The Tax Authorities .(b) Investors _ (c) Credttors (d) All of lhese

The business form(s) in which the owner(s) is (are) pei'sonally I ablc is (are.) the:
(a) Partnership only  (b) Proprietorshiponly . () Corporahon only
(d) Partnership and proprietorship (8).; orrNone of these

R
‘ug‘ “ L A
“h

The investment of personal assets by the owner:

{a) Increases total assets and i mcrea.ses owner s eqmty
{b) Increases total'assets only!

(c} Has no effect on assets but increases owner's equity.
(d) Increases assets,and liabilities, . i s
{e) None of these. , . . .\
All of the following are forms of business organisations except:

(a) Proprietorship  (b) Corporation , : {(c)Retailer (d) Partnership * .
(¢) None of these. S o o L

. f - i
ST P s

Economic resources of a busmess that are expected 1o be of bgncﬁt in the fulm‘e are

referred to as; AR - %
(a) Liabilities (b) Owner's equity (c) Withdrawals. (dﬁgg' '\.i'ﬁ“,l LT ""‘
{¢) None of these, . s :

. o "? I-t .
An owner investment of land into the busmess would: .. Tt
(a) Decrease withdrawals (b) Increase liabilities ) Increase owmrs equit‘y
(d) Decrease assels (e) None of lhesef ; 1 Noa .

. Sl . sy o k r\') .

A cash purchase of supphes would o o
(a) Decrease owner's equity o (b} Increase liabilities -
(c) Have no effect on total assels o (d) None of these - '

An owner investment of cash mto the busmess would:

{a) Increase assets (b) Decrease liabilities (c) increase withdrawals
(d) Decrease owner's equily (€) None of these.

The payment of rent each month for office space would:

(a) Decrease total assets (b) Increase liabilities {c) Increase owner's equity
{d) None of these. :

Real accounts are related to:

(a) Assets , _ (b) Expenses and Incomes
(¢) Customers and Creditors etc, (d) None of these.
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(16}  Which one of the following accounts would usually have a debit balance? '

(a) Cash ~ {b) Creditors (c) Accounts Payable
{d) Salaries Expense (e) None of these, ’

(17} Quick Assels include, which of the following?

(a) Cash (b} Accounts Receivable (c) lnvenlones
{d) Only {ayand (b) (e) None of these.

(18) Nel income plus operating expenses is equal to:

(a) Net Sales {b) Cost of goods available for sale (c) Cost of goods sold
() Gross PProfit (e) None of these,

(19) ‘The maximum number of partners in Pakistan can be fixed at the following;
(2) 20 {b) 50 ()75 {d)  None of these.

(20)  DBalance sheet is always prepared;
{a) For the year ended (b) As on a specific dale {c) None of these

LLE AR L L] ]
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FEDERAL PUBLIC SERVICE COMMISSION

COMPETITIVE EXAMINATION FOR RECRUITMENT TO POSTS
IN BPS-17 UNDER THE FEDERAL GOVERNMENT, 2001.

ACCOUNTANCY AND AUDITING
PAPER-I1 ‘
TIME ALLOWED: THREE HOURS | ' MAXIMUM MARKS: 100

NOTE: Attempt FIVE questions in all, including QUESTION # 9 which is COMPULSORY.
ONE question must be attempted from each part. All questions carry equal
marks.

PART - A : COST-ACCOUNTING

1. {a) Briefly describe the functions of the financial accountant and management
accountant highlighting the limitations of financial accountant in carrying out the
management objectives.

() Describe the roles in respect of authorlly, responsibility and accountability of
financial accountant and management accountant cleerly defining the inter-
relation,

2. (a) Define characteristic difference between Fixed Cost and Variable Cost

(b) Following information of the manufacturing unit is made available to you for the
month of July 1996

BUDGET DATA:

Units 1000

Material used 3 kg per unil @Rs. 20 per kg
Labour per unit 2 hours

Labor rate pet hour  Rs, 10.00

FACTORY OVERHEADS:
Fixed : Rs. 10,000
Variable Rs. 20,000

ACTUAL PERFORMANCE

Units completed 900

Materialsused . 2750 kg at Rs. 22 per kg
Labor hours worked 1850 hours at Rs. 11 per hour
FOH incurred Rs. 26900

Required:

Com'pulc Two Variance for each of the following items

(a) Ms;terials ) Labour (c) Factory overheads
PART - B : AUDITING

3. (a) Explain the term "teeming and lading” How can this type of fraud be
prevented?
{b) What is the responsibility of an auditor in detccuon of frauds.

4, During the Audit of Meat Packers Ltd, you are assigned 1o cover the audit of the
payrolls of 800 employees
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ACCQUNTANCY AND AUDITING, PAPER-II

6.

Enumerate the test, you would carry out to ensure that:

(1) Allemployees are genuine  (2)  Payments ate only made for work done
(3)  Statutory documents are properly effected in accordance with the law
(4)  Proper allocation of wages is made to various departments. '

PART - C: INCOME TAX

Mr. Amjad has rentecd out ahome at a rrllomhly reat of Rs. 10000, He has incurred the

 following expenses in respect of the house?

Property tax Rs2000
~ Rent collection charges ‘ Rs 8000
Interest on loan from HBFC Rs.6000
As per rent deed the tenant will bear repair charges.
Required:

Compute the income of Mr, Amjad chargeable under the head, Income from house
property .
An aggrieved assessee from an assessment order may make an application to the Income

Tax seltlement commission for the settlement of case, describe the procedure and manrer
in which the commission dispose off an application for settlement

PART - D: BUSINESS OgGANISATlON AND FINANCE

You are the officer responsible for meelings in your organization, outline the procedure
regarding the organization of a meeting of the board of Directors under the following
heads:

(1) The day before the meeting (2) During the meeting
{3)  After the meeling

Define Joint Stock Companies and Sole-proprietorship. Also state the differences
between the two forms of business organisalions.

COMPULSORY QUESTION

Twenty multiple choice questions are given below. You are required to present your
answer book in the shape of following suggested format. No marks will be awarded for
overwritten answer: '

ENU. Choice Rationale for answer

)] The ﬁeasurable value of an alternative use of resources is referred to as:
(a) An opportunity cost (b) An imputed cost
(¢) A differential cost {d) A sunk cost (¢)  None of these

(2) A quantitative expression of management objectives is an:
(a) Organizational chart (b} Management chart
(c) Budget {d) Procedural chart (e)  None of these

(3 A cost cenler is;
(a) A unit of production in relation to which costs are ascertained.
(b) A location which is responsible for controlling direct costs
(¢) Part of the factory overhead system by which costs are gathered
(d) Any location or department which incurs cost
{¢) None of these.

Page 2 of 4




LANCY AND AUDITING, PAPER-IT

(4)

(3)

+ (6)

(7)

@)

9)

(10)

(1)

(12

At break-even point of 400 units sold the variable costs were Rs.400 and the fixed

cosls were Rs.200. What will be the 401 units sold contributing to profit before* - .

income tax?

(a) Rs.0.00  (b)Rs.0.50 (c)Rs.100 (dIRs.1.50 () N(;ne of these.

In considering a special order situation that will enable a company to make use of
currently idle capacity, which of the following cost will be irrelevant:

(a) Matcrials (b) Depreciation (c) Direct labour

(d) Variable factory overhead (e) Nene of these.

A fixed cost:.

(a) May chanpe in total when such change is not reiated to changes in
production

(b Will not change in total because it is not related to changes in production
(c) Is constant per unit for each unit of change in production

(d) May change in total, depending on production with the relevant range
() None of these,

Complelion of a job is result in:

(a) DR Finished goods CRWIP

(b) DR Cost of goods CR Finished goods
(c) DR WIP CR FOH control
() DR  FOH control CR FOH applied

(e) None of these.

Operating cost is oflen named as:

(a) Manufacturing cost plus commercial expenses
{b) Prime cost plus factory overheads,

(¢} Direct material plus direct labour

(d) Sclling plus administrative expenses

{e) None of these.

Expenses such as rent and depreciation of a building are shared by several
departments these are: ’

(a) Indirect expenses (b) Direct expenses  (c) Joint expenses
(d) All of the above (e) None of these.

If under-applied FOH is closed 10 cost of goods sold, the journal entry is:
(a) DR Cost of goods sold CR FOH control

{b) DR FOH control CR Cost of goods sold

(c) DR FOH control CR Profit & loss account

(d) None of these,

Re-order quantity --3600 units

Maximum consumption --300 units per week

Minimum cogsumption ~--300 units per week

Re-order period -5 weeks

Based on this data Re-order level is:

{a) 4500 vnits (b) 3900 units (c) 1200 units

(d) 400 units (e) None of these.

The time lag between indenting and receiving material is called:
{a) Lead time ~ (b)Idletime (c) Stock out time  {d) None of these

Page 3 of 4

10
-~




o

ACCOTIRe . .

ACCOUNTANCY AND AUDITING, PAPER-1T

{(13) A credit balance rcmaining in FOH Control account is called:
(a) Over applied overhead  (b) Under-applied overhead
(e} Actual overhead {d) None of these
(14}  Direct material cost plus direct labour cost is called:
(a) Prime cost  (b) Conversion-cost {) Product cost
(dy  Allofthese (e} None of these,
(15) Produétivity means:
()  The ability to produce. {by * “All units produce
{c) Good units Produced . {(d)  None of these
{16} A scgment of the business that generates both revenue and cost is called: (a)
Profit Center (b},  Cost Center .
(c)  Cost driver (d) Allofthese. (¢}  None of these
{17 Verification includels; :
(a) Checking vouchers " (b) Examining audit report (c) None of these
(i8)  Audit of a bank is generaily conducted through:
(a) Routine checking - (b) Vouching -
(c} Balance sheetaudit- < (d) None of these,
AR TR ‘ .
{19}  Economic resources of & busil‘less that are expected to be of benefit in the future
are referred to as: Lo : .
(a) Liabilities (b) Owner's equity {c) Withdrawais
{d) Assets (e) None of these. '
{20}  Short-Term Loan can be best described as: |

{a) 1f the period is three years {b) 1f the period is less than one year, .
(c) If the period is over one year. (d) None of these. i

LA LR ] L)
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FEDERAL PUBLIC SERVICE COMMISSION

COMPETITIVE EXAMINATION FOR RECRUITMENT TO POSTS
IN PBS-17, UNDER THE FEDERAL GOVERNMENT, 2002

ACCOUNTANCY AND AUDITING, PAPER-I

TG ALLOWED: THREFE FTOURS MAXIMUM MARKS: 100

NOTE: Attempt FOUR questions in all, including QUESTION NOS. 5 & 6
: which are COMPULSORY. Question No. 5 carries 40 marks. All other
yuestions carry EQUAL marks i.e. 20 each,

I Lixplain coneept ol depreciation. Spell out its implication on Profit and Loss
Account and Balance Sheet. dentily four ways of depreciating lixed assets.
Hustrate your answer.

2. Fixplain ten principles of Accounting and their applications to lavestment
CONCEINS.
3. The following information relating to Dawood Company in respect of year 2001
is available:
[ Net Sales [ 1,200,000
Cost ol poods sold 760,000
Gross profit on sales 440,000
Sclling, general and other expenses ' , 350,000
Operating income 90,000
Income — tax 40,500
Net income : ' 49 500
Dividend paid 35,000
| Net increase in retained earnings 14,500 ;

Balance Sheet Data

Assels Rs,
Cash 760,000
Accounts Receivables 300,000
Inventory — at cost (Beginning of year Rs.420,000) 3R0.000
Prepaid expenscs . 30,000
Land, building and equipment 760,000
Intangible assets ; 100,000
Other fixed assels 10,000
S 11,700,000

Capital and Liabilitics

“Accounts Payable ] 120,0067
Acorued expenses , : 25,000
Income tax payable \ 39.500
Miscellaneous Current liabilities ;‘ 10.000
Bonds ' 300.000
Delerred revenucs 10000
Paid up share Capital 700,000
Additional paid-in-Ca,- 310,600
Retained eamings ‘ .

- appropriated 80,000
- unappropriated _ 105,500
- | 1,700,000 |
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ACCOUNTANCY AND AUDITING, PAPER—I.

REQUIRED: Calculate the following ratios and olfer your comments in terms of’
interpretation:

(N Amount of working capital (compute amount). '
{2)  Current Ratio. ' '
3 Acid Test Ratio., ‘
(4) Days accounts receivable uncollected (use 360 days per year and
assume all sales on credit basis)
{5 Inventory turnover rate,

. (6) - Ratio of shareholders equity to total liabilities \ §
4. Lxpliin and tllustrate the concepts underlying the following: ' ,
{n) Flexible Dudgeting,. (b) Fixed Budgeting. .

(c) Rolling Budgeting.
COMIULSORY QUESTIONS

5. The unadjusted trial balance at the end of the first year of operation is shown

below:

Matiouiars Dobit (1.000) [Crodit (k5000
Cash : 200
Accounts Reccivable 1,500
Prepaid Adventising , 400
Supplics on hand 3.060 { i
Lguipment 9.600 f
Accounts Payable 800
Naseer’s Capital 10,000
Naseer’s drawing ' 3,600
Service fees earned : 14,000
Rent expense and other expenses : 5,500 .
Wage expense , 1,000 N

| 24,800 24,800 :

Further information as at December 31, 2001 is as under:

1 Prepaid advertising covers the months of December 2001 to March 2002. i
2. Supplies on hand at December 31 was Rs.1,300,000. '
3 Annual depreciation on the equipment is Rs.1,200,000.

4 Service fee earned but not yet filled at December 31, 2001 was
_ Rs.400,000. : _ '

5. Rent of Rs. 500,000 for December has not been paid.

0. Accrued wages.at December 31, were Rs, 150,000,

REQUIRED: Prepare final account financial slatcments including balance sheet.

0. From the following multiple choice guestions give correct answer in your answer
book in the {ollowing suggested format:

S.No. of | Correct Answer Rationale
the indicate only
guestion | alphabel

1 [Maximum number of partners in a Partnership firm sc( up in Pakistan
under Partnership Act, 1932 is:

o ' _ ]
() 15 (b |25

() 20 (d)y None ol these.

SOV T,
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ACCOUNTANCY AND AUDITING, PAPER |

2 {I'reparation of final financial reports is g(wcrncd it Pakistan un.dcr: ’
—4
(a2} [No law hb) Companies Ordinance 1984 |
I only, I
(¢) Nunc ofihcsl_ l i
3 I)Lprccmlon is hased on:
(a) |Eeanomic hife of agset (1) Jeclared lile of asset by f
supplicr. : |
tc) Normal life of asset (dy None of'thesc. ’
4 lInventory turnover is calculated as under:
(a) | Costof G:)odﬁ Sold (h) Gross Profit
(,Io';mg, ]nvenlory Closin g [nvemory g
(e Sales (d) !Nonc of these. i
O]mnmg [nvuntm)' 1
L -
5 [There is a difference between: !
{a) |Workshcet and Balance Sheet  [(b) |[Worksheet and Profit and 5
iLoss Account
{c) [Workshect as combination of (dh lNonc of these,
’ results of profits and financial !
position i
6 Deferred Revenue is a:
{a) |Liability (by Assel
O U P _ [ |
(c) [None of these. ,
7 Pfcpamlion of annual report of a firm is governed under:
(2) |Partnership Act 1932, (b)y |Under Partnership Deed.
— : E—
{c) |None of these, ;
— : ]
3 Deferred Taxalion amount be treated as; !
-—M(a) Foot note () |An item in the Balance Sheet !
L on assel side. 1
(¢) None of these.
—l _— S U S Y |
9 (Return of Equity will be calculated as under: i
{a} | Operating Profitx 100 (b) ] rljlu Proh %10 ()(1 :
Equity Paid up Cap:lal ()nlv
(¢) [None of these. | B
10 {Current maturity of leng term loan is: :
I~ (2) [Current Liability (b) [Long Term Liability
(¢) |None of these.

LR R LR L
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FEDERAL PUBLIC SERVICE COMMISSIbN

COMPETITIVE EXAMINATION FOR R]:]CRUITMENT%'I‘O POSTS
IN P35-17, UNDLER THE FEDERAL GOVERNMENlT, 2002

ACCOUNTANCY AND AUDITING, PAPER-] -

TIME ALLOWED: THREE HOURS ‘ MAXIMUM MARKS: 100
NOTE: Allempt FIVE questions in all, including QUESTION NO. 9 which is

COMPULSORY. Select one question from cach of the PARFS A, B, C |
and D All questions carry EQUAL marks.
PART “A” COST ACCOUNTING

1, LExplain ten uses of Cost Accountling in real life. Highlipht points giving edpe 1o
Cost Accounting over Financial Accounting in respect ol above uses,

2

A produet passes throupgh two processes. The output of each process is treated as
raw malerial for the next process. The expenditures incurred during a period were
as uncler: .

Partictlars Process
A (Rs) B (Rs)
Raw matcrials © 400,000 200,000
Divect Labour 60,000 - 40,000
Factory Qverhead 100,000 100,000
|F'otal Manulacturing Cost 560.000. 340,000

10,000 units were issued to the process — A and after processing, the output of
each process is as under: -

Particulars - Dutput Normal Loss
_ {Units) Y
Process A 9.750 2
Process B 9.400 5

No Stock of material or work in process was
leftal the end.

REQUIRED: Preparc Process Accounts to show the cost of the {inished articles.
PART “B" AUDITING

3. State and explain Limitations of Audit. Outline an audit program for vouching
acquisition of fixed asscts in a limiled company.

4. Explain duties of an auditor for conducting various types of audits under the
Companies Ordipance 1984,
PART “C” INCOME TAX

5. ‘Present o lucid review of tax rates governing various types of income-tax
assessees conlained i the First Schedule of the Income Tax Ordinance, 1979.

0. The following informaiion available in respect of Mr. “A” for the assessnient year
2002 - 2003: ) '

- Rs.

Basic Salary : 360.000

Arrears of salary . - 50,000

Leave encashment 25,000

House rent allowanee 200,000

Rent received lrom a Company " 360,000
Other inforination is as undet: )

- . Repairs 100.000

- Interest on loan for house construction 75.000

- Municipal tax 15.000

- Insurance premium paid 10,000

Required:  Compute taxable income for assessment year 2002 - 2003.
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PART “D" BUSINESS ORGANIZATION AND FINANCE

Currently business combinations are taking place globally and domestically. State
principles governing business combinations as part of negotiation.

State comprchensive note on lerms and conditions governing fong werm linancing
relating to anindustrial concern.

COMPULSORY QUESTION

Front the following nultiple cheice questions give correct answer in your answer
book in the [ollowing suggested format. No mark(s) will be awarded lor an
overwritten answer:

SNo. ol [ Carrect Answer Rationale for the answer !
the indicate only alphabet
yuestion - -
. (
! Prime cost is calculated as under:
(a} | Manuflucturing Cosl (b) |Direct Material plus factory
Cost of Goods Sold - [overheads |
(¢} [Direct Labour + Direct Material [(d) | None of these,
2 |Process Cost is very much applicable in;

(a) [Construction Industry {b) |Pharmaceutical Industry.

(c) |Air line company. {d) | None of thesc.

3 [The latest computation of variances ol manufacturing overheads is in one
the lollowing ways: ‘
“i{a} [Two variance approaches (1) [Three variance approaches

{c) |Four variance approaches (d) | None of these.

4 Random sampling in auditing means: ,

{(a) | Selection through convenience |(b)  [Selection through scientific

sampling _|sampling appreach,

{c) None ol these.

5 Expenditure incurred in procuring machinery is:
(a) [An admissible expenditure for  |(b)  |Not admissible for tax
[aX_purposes e puiposcs
(¢} [None of these as an
independent expenditure.
O Increase in income constitutes: I

{a) [Inflows () 1Owflows

{c) (None of these. -

7 M & A stands for ;

{(a) Mergers & Analysis (b} Mergers & Acquisitions :

(¢} [Mergers & Allocation (d) | None of these, ;
8 tAn endowment insurance policy can be taken in respect ol i

'(_i;]) IFire insurance (b} [Accident insurance

ey iLife insurance i) |Noneofthese.
9 Audil and special audit are the same:

() [In nswrance Company (0)_[n Banking Company |
@ Noneofthese. 0 )
10__|Acid Testis the same ns: '

() [Quick test (b} |Liguid test i

{c) |None of these.
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FEDERAL PUBLIC SERVICE COMMISSION

COMPETITIVE EXAMINATION FOR RECRUITMENT TO POSTS
IN PBS-17, UNDER THE FEDERAL GOVERNMENT 2003

ACCOUNTANCY AND AUDITING PAPER-I

TIME ALLOWED: THREE HOURS MAXIMUM MARKS: 100

'NOTES: (i) Attempt FOUR questions in all, including QUESTION NOS.5

- AND 6 which are COMPULSORY. QUESTION NO. 5 carries
‘ 40 marks. All other questions carry EQUAL marks i.e. 20 cach.
(ii) Give workings to solution of questions, wherever relevant, '

1. Explaiﬂ various conccpté of Budgeting as practiced gl‘o.bally. State budgeting
: system being followed in Pakistan. Identify five limitations of the above
system and suggest directions'of change for improvement.

‘_ 2. Explain various legal provisions goveming principles of accounting and -
provisions relating to preparatlon of financial statements relating to banks in
Pakistan.

3. Peshawar Manufacturing Company was esthblished in June,‘ 1999 to

manufacture a single product using a machine costing Rs.1,000,000. The-
machine is expected to last for four years and then have a scrap value of
Rs.130,000. The machine will produce a similar number of goods each year
and annual profit before depreciation is expected to be in the region of
Rs.500,000. The Finance Manager has suggested that the machine should be
depreciated using cither the “Straight ~ Line Method” or the “Reducing
Balance Method”. If the latter method is used, it is estimated that depreciation
rate of 40% would be appropriate.

REQUIRED:

(1)' Calculate annual depreciation charge and net book value of -
the machine at the end of 2000, 2001 and 2002 using:

(a) Straight — Line Method.
(b) Reducing Balance Method.

(2)  Offer your comments on the use and implication of these two
methods for the years 2000 to 2002.

&) Advise management as to which method should be more
appropriate.

4. The Directors of Master Public Limited Company requires Rs.500 million to
' invest in a new project. Extracts from the financial statements are as under: .
Profit and Loss Account for the year ended December 31:

Particulars - 2001 2002
. Million Rs. Million Rs.
Sales - ‘ . 6,175 6,329
Operating Profit - 350 320
Less: . Interest Payable 30 30
Net Profit before Income Tax 320 290
Net Profit after tax 128 116
- | 192 174

*'Summarised Balance Sheet as at December 31:
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