
EXAMINERS’ COMMENTS ON THE PERFORMANCE OF EXAMINEES 

PAPER – 1 : FINANCIAL REPORTING 

Specific Comments 

Question 1.(a)  Many examinees were not able to complete the solution or present the 

consolidated balance sheet correctly.  Some examinees erred in ‘computation of share 

capital of Parker Ltd’. while some erred in ‘net asset calculation of Parker Ltd.’, which led 

to wrong calculation of NCI and Goodwill. 

(b) This part of the question was related to accounting treatment of Government Grants 

received for farming and plantation and is governed by Ind AS 41.  However, most of the 

examinees answered the question based on Ind AS 20 only without referring the relevant 

applicable provisions of Ind AS 41.   

Question 2.(a)  Overall performance of the examinees in this question was good.  A few 

examinees failed to notice that 8% convertible debentures of ` 100 each issued on  

1st April, 2015 are due for redemption on 31st March, 2019 ie after 4 years and solved the 

questions considering 5 years maturity period. 

(b) A handful examinees have committed mistake in ‘computation of measurement of the 

manufacturing unit as on the date of classification as held for sale’.  Some of the 

examinees either did not allocate impairment loss or wrongly allocated impairment loss to 

various assets. 

Question 3.(a)  A small number of examinees wrongly calculated ‘the expenses in 

proportion to the award earned’ for each of 4 years .  Consequently, the journal entries 

over the entire duration of grant went wrong.  Whereas some of the examinees faulted in 

calculating employee benefits in case of term being modified to 3 years. 

(b) Some examinees correctly calculated the amount of finance cost but failed to 

calculate the weighted average capital. Due to this they arrived into wrong capitalisation 

rate. 

(c) Most of the examinees failed to explain all the primary & secondary factors that 

influence determination of functional currency properly. 

Question 4.(a)  This part of the question was on application of Ind AS 115 ‘Revenue from 

contracts with the Customers’. A very small number of examinees attempted this question, 

but they erred either in the calculation of  expenditure to be charged during the year or in 

calculation of amount due from / (to) customers or in recognising the correct ‘Work in 

Progress recognised as part of contract asset at the end of the year’.  

(b) Some of the examinees failed to present required accounting treatment as per 

relevant Ind AS. 
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Question 5.(a)  This part of the question is related with the presentation of corrected 

financial statements. Most of the examinees presented the financial statements as per AS.  

However, now the syllabus of this paper covers only Ind AS.  Therefore, the corrected 

financial statements were required to be presented as per Ind AS only.  Examinees lost 

marks mainly in the presentation of financial statements as per AS.  

(b)  This part of the question is related with Ind AS 16 ‘Property, Plant and Equipment’.  

Most of the examinees failed to express correctly the treatment of expenditure incurred for 

development of electric substation.  Some examinees concluded correctly but were not 

able to substantiate their conclusion with proper reasoning. 

Question 6.(a)  This part of the question is related to Ind AS 10.  Some of the examinees 

failed to mention “Adjusting” or “Non-adjusting” event.  A few examinees did not 

substantiate their answer with proper reasoning. 

(b) Many examinees failed to calculate the fair value of the asset as required in last part 

of the question. 

(c) Alternative 1  Some of the examinees did not account for prepaid lease rent at the 

beginning and thereby erred in the journal entries for accounting of security deposit. 

Alternative 2  This question is based on Ind AS 103. Many examinees were not 

conceptually clear as to which values should be considered for business combination 

under common control. 

PAPER − 2: STRATEGIC FINANCIAL MANAGEMENT 

Specific Comments 

Question 1.(a)  Overall, the examinees did well in this paper. However, some of the 

examinees have given no. of equity shares and EPS after merger incorrectly. Also, few of the 

examinees ignored the stipulation of PE Ratio 10 for B Ltd. for sub-question (ii) and wrongly 

attempted the answer as per the existing PE Ratio i.e. 20 and 16 for A Ltd. and B Ltd. 

respectively.  

(b)  Overall performance in this question was average. 

(c)  This theoretical question on the concept of Venture Capital Financing was attempted well 

by majority of examinees. 

Question 2.(a)  Overall, the examinees did well in this paper. However, some examinees 

made some calculations errors particularly in the calculation of no. of units, STCG Tax and 

Rate of Return. Also, the redemption values of plans have not been arrived at properly in 

some cases. Few examinees have also taken Security Transaction Tax @ 2% instead of 0.2% 

leading to wrong calculation of subsequent steps.  

(b) Average performance was observed in this question due to lack of clarity about how to 

approach the question and committed mistakes in the calculations.  
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(c)  Most of the examinees attempted this theoretical question well and explained the benefits 

of Securitization of assets from the angle of Originator. Hence performance was very goo d. 

Question 3.(a)  In this question overall performance was below average as majority of 

examinees could not arrive at the correct value of option and hence failed to calculate 

expected returns. However, most of them examinees have correctly arrived at the  estimated 

option value. 

(b)  Average performance was observed in this question as some of the examinees failed to 

mention that the market is bullish and give an analyzed conclusion at the end. Further, many 

examinees arrived at EMA without considering the decimal points or calculated EMA by using 

two decimal points. 

(c)  Most of the examinees answered well in theoretical question on meaning of start up to 

avail the benefits of government scheme.  

Questions 4.(a)  Overall performance in this question was below average as the majority of 

the examinees have not been able to appreciate the impact of increase in Capital Employed 

either by Debt or Equity on increase in Profitability (PBIT) and on expected P/E Ratio 

depending on the proportion of Debt to Capital Employed.  

Further, majority of the examinees considered existing PBIT ignoring enhanced return on 

additional capital. 

(b)  The overall performance of the examinees in this question has been above average. 

However, some examinees made mistakes while calculating average contribution to sales. 

Further, few of the examinees were unable to calculate the correct currency rates. Also , the 

conversion to INR was not done properly with the result that examinees failed to arrive at 

rupee value of receipts, contribution and the contribution ratio properly.  

(c)  Despite the fact the question was from ICAI Study Material, overall below average 

performance has been observed in this question as calculation of Standard Deviation and 10 

day VAR calculation was not done up to the required decimal place mentioned in the question 

itself. Even at some places, the examinees have even shown lack of awareness of the concept 

of VAR. Further, most of the examinees were unable to calculate the variance of the portfolio’s 

daily change. 

Questions 5.(a)  Overall above average performance was observed in this question as some 

examinees were not able to calculate expected rate of return on individual security though 

they calculated correctly average rate of return of the portfolio.  

(b)  Average performance was observed in this question as the examinees depicted lack of 

conceptual clarity on the concept of incremental cash flows. Therefore, NPV has been 

calculated incorrectly by majority of the examinees. 

(c)  Most of the examinees attempted the theoretical question correctly and hence 

performance was very good. 
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Questions 6.(a)  The overall performance of the examinees in this question was not 

satisfactory. Only few examinees could correctly attempt Total Risk (Standard Deviation) 

based on Systematic Risk and Unsystematic Risk. 

(b) Poor performance was observed in this question as many examinees have failed to 

calculate the terminal value with growth @8% per annum against perpetual cash flow. Further, 

many examinees wrongly added Cash/Bank Balance to the value arrived at after deducting the 

value of debt from the value of firm to calculate value per share.  

(c)(i)  Most of the examinees attempted this question well stating the general problems faced 

for the growth of securitization of instruments in India. Hence performance was good.  

(ii)  Most of the examinees chosen not to attempt this question. Even the examinees who 

have attempted this question have not been able to answer the main objective of an effective 

“International Cash Management” satisfactorily. Hence poor performance has been observed 

in this question. 

PAPER – 3 : ADVANCED AUDITING AND PROFESSIONAL ETHICS 

Specific Comments 

Question1.(a)  Written Representations: Majority of the Examinees did not mention SA 

540 but wrongly quoted SA 501 - Audit evidence and explained SA 580 unnecessarily. 

Those who mentioned SA 540 could not give the correct points asked for. 

(b)   Examples of amounts or other Items that may be included in the other 

information: Majority of the Examinees did not answer the question although they correctly 

quoted SA 720. Many Examinees produced extracts of Annual report and other irre levant 

matters. 

(c)   Matters to be considered with regard to integrity of a client: Only few Examinees 

have given correct answers while most of the Examinees wrongly mentioned about KYC and 

background of clients.  

Question 2.(a)  Entity’s Risk Assessment Process:  Few Examinees could write correct 

answer to the point while  most of the  Examinees erred in mentioning about various  types 

of Risks viz. Inherent Risk, Detection Risk and Control Risk. 

(b)  Reporting responsibilities of auditor under section 143(1) of the Companies Act, 

2013 - Clause (a), (b) and (e):  Majority of the Examinees could not answer to the point but 

mentioned all the clauses of section 143(1) without giving proper explanation and wrongly 

mentioned about CARO 2016. Also few Examinees gave irrelevant answers about the audit 

procedure instead of reporting responsibilities. 

(c)   Soliciting Clients w.r.t. Chartered Accountants Act, 1949: Majority of the 

Examinees gave correct answer w.r.t. respective clause but omitted reference to section 
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140(4)(iii) of the Companies Act 2013 regarding rights of the retiring auditors. Many 

Examinees gave answer based on Clause 7 and provision of Companies Act 2013 and not 

w.r.t required Clause 6 of Chartered Accountants Act, 1949 

Question 3.(a)  Applicability of IND-AS – Companies registered under section 8 of the 

Companies Act, 2013:  Majority of the Examinees omitted any reference to section 129(1) 

and Section 133 while many Examinees wrote answers based on SA 200, SA 705 and just 

mentioned that Section 8 companies are not exempted. 

(b)  Audit Programme of Movie Theatre Complex: Majority of the Examinees wrote 

extremely good answer while a few Examinees gave irrelevant points about capital 

expenditure and other audit procedure besides various taxes and balance sheet items . 

(c)   Control based audit in Automated Environment: Almost all the Examinees answered 

poorly in this part and wrote answers without understanding the requirement of the question. 

Many Examinees erred in mentioning about the various internal controls , checks and about 

the internal audit report. Most of the Examinees restricted their answers to three broad 

phases viz. Planning, Execution and Completion as mentioned in the question itself . 

Question 4.(a) Differences between Division II and Division III of Schedule III of the 

Companies Act 2013:  Many Examinees could write correct answers but did not cover all 

the relevant points. Few Examinees wrongly produced format of Schedule III and erred in 

giving reference to Provisions, Reserves etc. 

(b)  Evaluation of the Internal Control System in the area of Credit Card Operations of 

a bank: Majority of the Examinees could write correct answers and cover most of the 

relevant points while few others mentioned irrelevant things about KYC and other 

procedures for issue and cancellation of credit cards. 

(c)  Tax audit under section 44AB of the Income Tax Act 1961: Most of the Examinees 

answered poorly while mentioning irrelevant matters such as requirements of Tax Audit, 

Monitory limits, and various forms. Only a few Examinees could write correct answers but 

did not cover all the relevant points. 

Question 5.(a) Delegation of Authority to the Employee- Liabilities under the Chartered 

Accountants Act, 1949: Majority of the Examinees answered well and to the point by 

quoting the correct clause and schedule. A few Examinees mixed-up the conclusion part 

which has two situations and was required to be answered separately . 

(b)  Decision of Audit Committee in complying with SEBI (Listing obligation and 

Disclosure Requirement) Regulation 2015:  Majority of the Examinees could not produce 

the entire answer. They omitted the important part of mandatory review. A few Examinees 

erred in stating the quorum requirements while they could give the provision for meetings 

correctly. 
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(c)  Audit Procedures to be followed in case of Initial Audit Engagement - SA-510: 

Majority of the Examinees could not answer to the point and gave irrelevant answers besides 

many Examinees omitted the approach to be followed regarding mention in the Audit report. 

Question 6.(a)  Steps involved in the audit of government companies: Majority of the 

Examinees answered this part well but many Examinees did not refer to the relevant 

sections and gave general answers. Some Examinees mentioned the relevant sections but 

did not give the detailed provisions. 

(c)  Areas of Verification and the Procedure to be followed for Verification of 

Defalcation of Inventory: Most of the Examinees did not know the requirements of the 

question and gave irrelevant answers relating to stock audit and the detailed audit procedure 

starting from physical verification of inventory. A few Examinees correctly mentioned about 

the types of inventory frauds but failed to mention about the factors behind the same as well 

as steps in such an investigation.  

PAPER – 4 : CORPORATE AND ECONOMIC LAWS 

Specific Comments 

Question 1.(A)  Performance of the examinees was average.  Most of the examinees have 

answered the question in a general and vague manner without stating the provisions of 

Section 161(2) of the Companies Act, 2013 relating to appointment of an alternate director.  

(B)  Performance of the examinees was average. Most of the examinees have answered the 

question correctly but vaguely without reference to the provisions of Section 181, 182 and 183 

of the Companies Act, 2013 relating to contribution made for National Defence Fund, Bonafide 

Charitable Fund and to Political Parties. 

Question 2.(B)  Performance of the examinees was below average. Most of the examinees 

have not answered the question correctly as per the provisions of Section 230(7) and 230(8) 

of the Companies Act, 2013 relating to matters to be included in the order by the Tribunal.  

(C)  Performance of the examinees was average. Most of the examinees have answered the 

question correctly in a general manner without referring the provisions of Section 13 of the 

SARFAESI Act, 2002.  

Question 3.(A)  Performance of the examinees was above average. Most of the examinees 

have answered the question in a general manner but correctly in terms of the provisions of 

Section 2(42) of the Companies Act, 2013 relating to definition of foreign company.  

(B)  Performance of the examinees was average. Almost all the examinees have answered 

the question in a general manner without referring the provisions of section 5 of the Prevention 

of Money Laundering Act, 2002. 
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Question 4.(B)  Performance of the examinees was average. Most of the examinees have 

answered the question correctly but without referring to the requirements of regulation 18 of 

the SEBI (LODR) Regulations, 2015 relating to constitution of Audit Committee by a listed 

company. 

Question 5.(A)  Performance of the examinees was below average. Most of the examinees 

have not answered correctly the disability to file suit or other legal proceeding when winding 

up order has been passed as provided in section 279 of the Companies Act, 2013. However, 

protection to workers for their dues in winding up was correctly answered but in a general 

manner without referring to the provisions of section 325,326 and 327 of the Companies Act, 

2013.  

(B)  Performance of the examinees was average. Most of the examinees have answered the 

question correctly in a general manner but without reference to the provisions of section  192 

and 247 of the Companies Act, 2013 relating to mode and decision of appointment of a valuer 

when assets are acquired for consideration other than cash. 

(C) Performance of the examinees was very poor. Most of the examinees have not answered 

correctly the filing of petition by workers through trade union before NCLT in the light of 

section 3(23), 5(20) and 5(21) of the Insolvency and Bankruptcy Code, 2016 and have also 

failed to explain the date of initiation of corporate insolvency resolution process in  the light of 

the section 5(11) of the Insolvency and Bankruptcy Code, 2016.  

Question 6.(B)  Performance of the examinees was average. Most of the examinees have 

answered the question correctly in a general manner without reference of Rule 11 relating to 

deactivation of second DIN. 

(C)  Performance of the examinees was average. Most of the examinees have correctly 

answered the question in a general manner as per the provisions of Section 9 of the 

Prevention of Money Laundering Act, 2002 relating to vesting of property in Central 

Government. 

(D)  Performance of the examinees was above average. Most of the examinees have 

correctly answered the question relating to validity of appointment of IRP but in a general 

manner without reference to provisions of Regulation 3 of the Insolvency & Bankruptcy 

(Insolvency Resolution Process for Corporate persons) Regulation, 2016.  
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