
EXAMINERS’ COMMENTS ON PERFORMANCE OF THE EXAMINEES 

PAPER − 5: ADVANCED ACCOUNTING  

Specific Comments 

Question 1.(a)  Most of the examinees failed to compute the amount of provision to be made 

for warranty in line with AS 29 ‘Provisions, Contingent Liabili ties and Contingent Assets’.  

Many of them computed the amount of provision on expired warranty period instead of 

balance warranty period. 

(b)  Many examinees could not explain the accounting treatment to be given in different 

situations in line with provisions of AS 26 “Intangible Assets”. They were not able to explain 

whether the amount should be capitalized or charged to Profit and Loss statement in the 

specific circumstances. 

(c)  Majority of the examinees were not able to explain whether revenue should  be 

recognized and when it should be recognized as per AS 9 “Revenue Recognition”.  

(d)  Few examinees failed to compute the basic earnings per share correctly in line with  

AS 20 “Earnings per Share”. 

Question 2.(a)  Majority of the examinees were not able to calculate the amount to be 

transferred to capital redemption reserve account for the amount equal to nominal value of 

shares bought back. Consequently, they passed wrong journal entries for buy back of shares 

and issue of bonus shares. Most of them did not prepare balance sheet of the company after 

buy back along with notes to accounts in the correct manner.  

(b) Some of the examinees were not able to give the correct workings for employees’ stock 

compensation expenses to be recognized in the year. Hence, they could not give the required 

journal entries. 

Question 3.(a)  Some of the examinees were not able to give the correct journal entries as 

per the terms of reconstruction given in the question. Consequently, they failed to draw up the 

resultant balance sheet of the reconstructed company. 

(b)  Few examinees failed to compute the amount of total remuneration payable to liquidator. 

Question 4.(a)  Large number of the examinees were not able to prepare Profit and Loss 

account of the Banking Company along with necessary schedules.  

(b)  Most of the examinees made mistakes in providing entries for creating provision and 

transferring profit/loss on disposal in the books of the fund. 

(c) Most of the examinees were not aware about meaning of the term Cash Reserve Ratio 

(CRR) and wrote vague answers. They failed to calculate correct amount of CRR as per RBI 

directions. 
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Question 5.(a)  Majority of the examinees failed to prepare the restated balance sheet and 

related notes to accounts in the required manner from the information given in the question. 

Many of them also erred in calculation of adjusted revenue reserves of MNT Ltd. 

(b)  Many examinees made mistakes in calculation of capital employed and future 

maintainable profit. Hence, they could not compute correct amount of goodwill. 

Question 6.(a)  Many examinees were not able to explain properly the reasoning for  wrong 

classification of the rent income made by the accountant as per Schedule III to the Companies 

Act, 2013.  

(b)  Most of the examinees correctly determined the liabilities of the individual underwriters. 

(c)  Few examinees could not determine minority interest on the date of acquisition and on 

the date of consolidation in each case. 

(d)  Some of the examinees failed to explain the criterion of income recognition in the case of 

NBFCs. 

(e)   Examinees could not classify the given cases of leases into operating and finance 

leases. Also, they could not give reasoning for the classification made by them.  

PAPER – 6: AUDITING AND ASSURANCE 

Specific Comments 

Question 1.(a)  Most of the examinees did not mention that reporting on internal financial 

controls will not be applicable with respect to interim financial statements, such as quarterly or 

half-yearly financial statements, unless such reporting is required under any other law or 

regulation. 

(b) Many examinees attempted the question but few examinees did not correlate with the 

advantages of audit programme which was required.  

(c) Examinees did not mention that entities that are under common control by a state are not 

considered as related unless they engage in significant transactions or share resources to a 

significant extent with one another. 

(d) Most of the examinees explained the exemption provisions of CARO, 2016 but some 

examinees did not conclude that a Private limited company which is a subsidiary of Public 

company is not exempted from the provisions of CARO, 2016. 

(f) Some examinees were unable to justify the reason for criticism of non-statistical 

sampling. They did not mention that the non-statistical sampling is criticized on the grounds 

that it is neither objective nor scientific. Also, few examinees did not explain that the expected 

degree of objectivity cannot be assured in non-statistical sampling because the risk of 

personal bias in selection of sample items cannot be eliminated. 
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Question 2.(a)  Some examinees wrote about using Professional skepticism generally 

whereas specific answer was required  by giving examples.  

(b) Most of the Examinees mentioned about the audit strategy with respect to reporting 

objectives only without focusing on strategy to plan the timing of the audit and the nature of 

the communications required.  

(c)  Most of the examinees mentioned only the points about firm’s Quality control policy or 

the procedure of doing audit in an effective manner. They did not explain the Quality Control 

for an Audit of Financial Statements like complying with legal requirements or professional 

standards.  

(d) Few examinees wrongly described the advantages of IT to an audit instead of explaining 

about situations in which IT will be relevant to an audit.  

Question 3.(a)  Majority of the examinees did not attempt this part of question and those who 

attempted were not aware of how the auditor will evaluate the operating effectiveness of the 

controls obtained in previous audits. 

(b) Many examinees were not aware about the penal consequences to the Company.  

(c) Majority of the examinees did not attempt this part of the question and those who 

attempted gave incorrect answer on the sub-classification of “Other Equity.” Some examinees 

wrongly mentioned the various classifications of reserves which was not required.  

(d) Examinees wrongly discussed about verification aspects of purchases instead of 

analytical procedures to be performed like consumption analysis, stock composition analysis, 

turnover ratios and quantitative reconciliation of stocks.  

Question 4.(a)  Examinees have written general answers on meaning and advantages of 

Audit programme instead of focusing on aspects to be looked into for constructi on of an Audit 

programme.  

(b) Some examinees wrote about the advantages and reporting responsibility of Joint 

auditors instead of discussing about communicating significant factors, reporting objectives, 

timing and extent of resources which was required. 

(d)   Most of the examinees mentioned about the source of the information available but some 

of them did not write about the comparability, nature and relevance  and controls over the 

preparation of the information that are designed to ensure its completeness, accuracy and 

validity. 

Question 5.(a)  Majority of the examinees did not attempt this question and those who 

attempted did not have knowledge of the provisions of SA 710 on Corresponding figures.  

(c) Majority of the examinees did not mention that the completion of the assembly of the final 

audit file after the date of the auditor’s report is an administrative process that does not involve 

the performance of new audit procedures or the drawing of new conclusions.  
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(d)  Examinees have misunderstood the question and wrongly mentioned the examples of 

ways of misappropriation of assets like cash embezzlement, personal use of assets and theft 

of assets, whereas the question required to state examples on the causes for the occurrence 

of misappropriation of assets due to lack of internal control.   

Question 6.(c)  Examinees have written general points on bank audit instead of focusing on 

the occurrence and identification of errors, fraud perpetration, types of risks and maintaining 

professional skepticism as per the requirement of the question. 

PAPER  − 7: ENTERPRISE INFORMATION SYSTEMS AND STRATEGIC MANAGEMENT 

SECTION – A: ENTERPRISE INFORMATION SYSTEMS 

Specific Comments 

Question 1.  This was a compulsory question having two subparts. 

(a)  This question sought examinees to “Describe key functions of RBI”. Few examinees 

described the functions correctly, but most of them explained it in the generalized way.   

(b) The examinees were asked to “Discuss any four inherent risks involved in BPA”. Many 

examinees answered this question correctly and scored good marks. But few examinees 

instead of the inherent risks explained the classification of risks involved in BPA like strategic 

risks, operational risks, regulatory risks and business risks. 

Question 2.(a)  Most of the examinees attempted this question that sought them to mention 

“Advantages of flow-charts to represent the business processes in diagrammatic form ”. 

Majorly the examinees explained well the advantages of flow charts to represent the business 

processing in diagrammatic form. 

(b) The examinees were asked to specify “Examples of Segregation of Duties (SOD) 

controls”. Most of the examinees could not perform well in this question. 

Question 3.(a)  This question required the examinees to highlight the “Network Access 

controls to be implemented in an organization to protect from harmful elements of outside 

world”.  Most of the examinees attempted this question and performed well.  

(b) The examinees were asked to “Explain briefly the areas in which the risks associated 

with BYOD program can be classified”. This being a simple question was attempted and 

scored well by most examinees. 

Question 4.(a)  This question sought the examinees to “Discuss the risks associated with 

various aspects of ERP”. Most of the examinees attempted this question and performed well.  

(b) This question required the examinees to “Explain the concept of E-Commerce briefly and 

also the ways to protect the e-commerce business from intrusions”. Most examinees explained 

well the concept of E-Commerce and explained correctly about various methods to protect the 
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e-commerce business from intrusions also. The overall performance of the examinees in this 

question was good. 

Question 5.(a)  In this question, the examinees were required to “Discuss Money Laundering 

process and its stages“. Many examinees could explain well the Money Laundering process 

and various stages involved in it and scored good marks.  

(b) This question had two subparts: 

(i)  The examinees were sought to “Explain the term Regulatory Compliance”. Though it was 

a simple question, most examinees could not answer the question correctly.  

(ii) This subpart had an internal choice with the examinees to either “Describe briefly three 

tier architecture of Application Software” or “Briefly explain the concept of Role-Based-Access-

Control (RBAC) in ERP System”. In either of the subparts attempted by the examinees, their 

performance was above average and they scored well.  

SECTION – B: STRATEGIC MANAGEMENT 

Specific Comments 

Question 6.  Majority of the examinees were able to correctly identify the turnaround strategy 

but not very clear about the steps to be taken to implement the turnaround strategy. Hence, 

the performance was average.  

Question 7.(a)  Most of the examinees were able to explain the strategic management 

concepts are useful for educational institutions in generalized terms but unable to explain 

properly. Examinees were unable to give proper reasons.  

(b)  Majority of the examinees were able to present good answers in this simple and 

straightforward question. Overall the performance was above average.  

Question 8.(a)  The performance was below average as many examinees answered the 

question in vaguely. They were not able to understand properly and most of the answers were 

deviated from the required answer.  

(b)  Answers, in general, were correct as most of the students were identified the advantages 

of strategic alliance and explained it properly.  

Question 9.(a)  Examinees were not able to provide expected answers as they lacked proper 

knowledge of the concept. They were able to give the points but unable to explain it correctly. 

(b) The performance was average as the examinees had insufficient knowledge on various 

approaches for evaluating the worth of a business. 
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Question 10.(a)  Majority of the examinees were not able to distinguish between 

transformational leadership style and transactional leadership style. The performance was 

average. 

(b)  Examinees were not clear about the concept and nature of business process  

re-engineering. Accordingly, answers to the first alternative were vague and ambiguous. 

However, the examinees who chose to explain the concept of cost leadership were able to do 

reasonable justice to their answers. 

PAPER  − 8: FINANCIAL MANAGEMENT AND ECONOMICS FOR FINANCE 

SECTION A – FINANCIAL MANAGEMENT 

Specific Comments  

Question 1.(a)  This was a numerical question relating to the topic return on capital 

employed, EPS and PE ratio. This question was fairly answered by most of the examinees. 

(b) This was a numerical question relating to the topic NPV under different scenarios, 

expected NPV and decision for investment. Examinees were not clear on the difference in 

NPV under different scenario and expected NPV for the project. Performance of the 

examinees was average 

(c) This was a numerical problem from the topic market price of share, capitalisation rate, 

optimum pay-out ratio and market price at optimum pay-out ratio. Above average 

performance of the examinees was observed. 

(d) This was a numerical question relating to the topic selection of projects under two 

different conditions. Average performance of the examinees was observed. Examinees have 

not taken care of divisible and not divisible scenario and they have not made decision based 

on NPV per rupee invested. 

Question 2.  This was a numerical question relating to calculation of leverage and EBIT at 

different levels of EPS. Majority of the examinees attempted question correctly but did not 

calculate EBIT at EPS of ` 0. Fair performance of the examinees was observed. 

Question 3.  This was a numerical question relating to preparation of cash budget for three 

months and calculation of current ratio at the end of three months period. Most of the 

examinees considered purchase as payment made to trade payables (creditors) in cash 

budget. They also did not calculate value of output inventory for the calculation of current 

ratio. Performance of most of examinees was average. 

Question 4.  This was a numerical question for calculation of incremental cash flows under 

lease or buy option and make decision. Majority of the examinees did not calculate annual 

instalment correctly and used wrong discount rate for calculation of discounted cash flow. As 

such the entire solution was incorrect. Poor performance was observed in this question. 
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Question 5.  This was a numerical question for calculation of debt and equity for additional 

finance, cost of debt, equity, retained earnings and WACC. Some of the examinees calculated 

cost of retained earnings after tax. Above average performance was observed. 

Question 6.(a)  This was a theoretical question based on explanation of three finance 

functions decision. Only a handful number of examinees attempted the question, but 

performance observed was above average. 

(b) This was a theoretical question of explaining the steps of using equivalent annualised 

criterion. Very few examinees attempted the question, and below average performance was 

observed. 

(c)(i)  This was a theoretical question to write significance of cost of capital. None of the 

examinees answered this question specifically.  

(ii)  This was a theoretical internal choice question in which examinees were asked to write four 

sources of short-term finance. Performance of the examinees were very less and average. 

SECTION – B: ECONOMICS FOR FINANCE  

Specific Comments:  

Question 7.(a)  It was a practical question which dealt with the calculation of subsidies. Most 

of the examinees answered it correctly. The performance of the examinees was generally 

good. 

(b)  Below average performance was observed in this question on the Global Public Goods. 

Majority of examinees answered its general terms only and failed to give specific points 

relating to Global Public Goods. 

(c)  This question was a practical problem based on calculation of Reserve Money. Above 

average performance was observed in this question. 

(d)  Real Exchange Rate was a theory based question. Most of the examinees failed to 

attempt the question properly. Below average performance was observed. Many examinees 

wrote only formula part and failed to explain the concept properly. 

Question 8.(a)  In relation to part (i) of this question which was based on the problems in 

administering an efficient pollution tax the performance of the examinees was fair enough. 

Part (ii) of 8.(a) is related to open market operations conducted by RBI. Performance of the 

examinees was average because of the lack of conceptual clarity on the part of examinees. 

(b)  In relation to part (i) of this question based on the features of modern theory of 

International trade preparation of the examinees   was not up to the mark.  There was lack of 

conceptual clarity. 

Part (ii) of 8.(b) enquired about difference between ‘pump priming’ and ‘compensatory 

spending’. The performance of the examinees was poor. 
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Question 9.(a)  In regards of part (i) of the question, most of the examinees performed poorly 

due to lack of conceptual clarity. The examinees were unable to understand the information 

given in the question properly. 

In respect to part (ii) of the said question which is a numerical question on computation of the index 

of terms of trade, performance of the examinees was good because question was direct in nature. 

With respect to part (iii) of the said question which is based on the interpretation of the index 

of terms of trade, performance of the examinees was poor because they were unable to 

interpret and failed to answer properly. 

(b)   With respect to part (i) a question based on consumption function. The performance of 

the most of the examinees was average as they failed to explain consumption function 

diagrammatically. 

Part (ii) of 9.(b) was a question on distinguish between positive and negative externalities.  

There seems to be lack of preparation, and as such, there was an average performance of the 

examinees.  

Question 10.(a)(i)  Above average performance was noticed in this question on circular flow 

of income as the question was direct. 

(ii)   Theory question on market access assurance by WTO; most of the examinees failed to 

attempt it properly.  

(b)(i)  A question based on the discretionary fiscal policy, majority of the examinees attempted 

the  question poorly  due to lack of knowledge and poor preparation. 

(ii) A question on reverse repo rate. Below average performance was observed as the 

examinees lacked proper preparation and conceptual clarity on the said concept. 

Question 11.(a)(i)  A practical question based on the computation of NNP at factor cost; 

performance of the majority of examinees was poor because they failed to apply correct formula. 

Part (ii) of the question was on credit multiplier, majority of the performance of the examinees 

was below average. 

(b)  In relation to part (i) of the question on the neo-classical approach to demand for money, 

most of the examinees lacked preparation and conceptual clarity on the said concept and 

therefore their answer were not up to the mark. 

Part (ii) of 11.(b)  was based on the Recessionary Gap; performance of the examinees was 

below average because of lack of conceptual clarity. 

OR 

In relation to the question on the bound tariff, performance of the examinees was poor 

because of lack of conceptual clarity about the topic. 

 

© The Institute of Chartered Accountants of India




