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In this section of e-bulletin we shall have a series of discussion 

on each of these chapters to provide a meaningful assistance to 

the students in preparing themselves for the examination at 

the short end and equip them with sufficient knowledge to deal 

with real life complications at the long end. 
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Learning Objective:

� Students will demonstrate their knowledge of the fundamental and technical concepts of accounting.

� Students will reveal critical-thinking and problem-solving skills.

� Students will exhibit the ability to recognize when change is appropriate, to adapt to change as it 

occurs, and to take the lead in creating change.

� Students will display a sense of responsibility and a capacity for the subject after learning.
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FINANCIAL ACCOUNTING

A marine biologist put a shark into a big tank at the time of a research experiment. Followed by that, he released some tiny bait fishes 

into it.

As expected, the shark didn't wait to attack those fishes and ate them. Later, a clear fiberglass was inserted into the tank which 

partitioned the tank into two and the shark remained in one side.

A similar set of bait fish was sent to the other side of the tank like before. And the shark attempted to attack those fishes but failed by 

hitting on the fiberglass.

The shark attempted for several days until it gave up. Later, the biologist removed the glass from the tank but the shark didn't try to 

attack the small fishes.

The shark always continues to see a false barrier in the tank and stopped his attempts.

Moral: It is quite common for many people to give up after many setbacks and failures. The story is an example for keep trying always 

and to never give up despite multiple failures.

With this backdrop let us start our journey today. Be bold in life and be confident. Never give up.

Here is again a very simple assignment

Write true or false:

a. Delcredere commission is paid for taking extra risk for collection from debtors	t/f

b. Legacies received for general purpose is credited to Income and Expenditure account	  t/f

c. Goods sent on consignment 300000/- at Invoice price. Loading is 25 % on cost. Loading is 60000/-	t/f

d. Bad debt recovery will be debited to Debtors account. 	 f/t

e. Bill payable accepted will be debited to creditors account.	  t/f

Ans.

For correct answer follow the sequence of true and false.

Choose the correct answer: 

1. In relation to consignment accounts –

a. Consignor sends 'Account Sale' to consignee;

b. Debtors sends 'Account Sale' to consignor;

c. Consignee sends 'Account Sale' to consignor;

d. Consignee sends 'Account Sale' to consignor.

2. Closing Stock of Joint Venture business:-

a. Shall be valued at cost

b. Shall be valued at its original price

c. Shall be valued at lower of cost or original price

d. None of these

3.  HO sends goods to branch at invoice price after adding 25% on cost price, so profit would be 	 % of invoice price

a.   33.33% 

b.    40%

c.   20% 

d.    25%
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4. When B/R endorsed to creditors is dishonoured-

a.  Debtors A/c is debited and Creditors A/c is credited

b.   Creditor A/c is debited and Debtors A/c is credited

c.   B/R A/c is debited and Creditors A/c is credited

5. Find out credit purchases:-

    Cash Purchase Rs.5,000 , Cash Sales Rs. 12,000, Credit Sale Rs, 18,000, Closing Stock Rs. 3,500, Opening Stock Rs. 2,750, 

Rate of Gross Profit is 20% on Cost.

a.    Rs. 21,000

b.    Rs. 20,750

c.    Rs. 20,250

d.    Rs. 21,750

Ans.

        For correct answer see the bold printed words. 

Fill up the blanks

A. Assets =liabilities + ……………..

B. FIFO method of pricing is suitable during ………………….

C. Formula for calculating depreciation under SLM is……………………….

D. Revenue receipt is ……………………………in nature

E. Debtors in trial balance 60000. Bad debt 2000 in trial balance. Further bad debt 1000. Provision for doubtful debt is to be 

made @ 5 %. The amount of such provision will be …………….

Ans:

Equities, deflationary situations, (original cost -scrap value) / estimated life, recurring, 2950
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LAWS & ETHICS 

It is hoped that you - the students prepare a time-table with time 

allotted for each subject and read, write , revise and recapitulate 

all that you keep on reading. .The first TIP is that you must read 

the Bear Act and the Sections and start asking questions to 

yourself and find your own answers.

In this issue we shall continue to deal with Corporate Laws – 

Companies Act,2013

Liability of Debenture Trustee

Sec.71(7)  of the Companies Act,2013 provides that -

Any provision contained in a trust deed for :

a) Securing the issue of debentures, or 

b) any contract with the debenture-holders secured 

by a trust deed, 

 shall be void in case such a provision would have the effect of : 

i. exempting a trustee ; or 

ii. indemnifying the trustee , 

    from any liability for breach of trust, where 

such trustee fails to show reasonable degree of 

care and due diligence required of him as a 

trustee, as laid in the provisions of the trust 

deed which confers on him any power, authority 

or discretion .

   The liability of the debenture trustee shall be 

subject to such exemptions as may be agreed 

upon by a majority of debenture-holders 

holding not less than 3/4th in value of the total 

debentures at a meeting held for the purpose.

Redemption of Debentures

Sec.71(8)  of the Companies Act,2013 provides that - 

A company shall pay interest and redeem the debentures in 

accordance with the terms and conditions of their issue. 

Sec.71(9)  of the Companies Act,2013 provides that - 

Where at any time the debenture trustee comes to a conclusion 

that:

i. the assets of the company are insufficient or 

ii. are likely to become insufficient to discharge the principal 

amount as and when it becomes due , 

in such a situation, the debenture trustee may : 

File a petition before the Tribunal ; and 

The Tribunal may, after hearing the company and any other 

person interested in the matter, by order, impose 

necessary restrictions, as it deems necessary, on the 

incurring of any further liabilities by the company in the 

interests of the debenture-holders. 

Failure to Redeem the Debentures

Sec.71(10)  of the Companies Act,2013 provides that – 

Where a company fails to :

i. redeem the debentures on the date of their maturity or 

ii. fails to pay interest on the debentures when it is due

The Tribunal may :

a.  on the application of any or all of the debenture-

holders, or debenture trustee 

b.   after hearing the parties concerned

Issue Order and direct the company to redeem the 

debentures forthwith on   

 payment of principal and interest due thereon. 

Default in complying with Order of the Tribunal

Sec.71(11)  of the Companies Act,2013 provides that – 

If any default is made in complying with the order of the Tribunal, 

every officer of the company who is in default shall be punishable 

with imprisonment for a term of maximum 3 (three) years or with 

minimum fine of Rs.2,00,00 (two lakhs) which may extend to 

Rs.5,00,000 (five lakhs), or with both. 

Further issue of Share Capital – Increase in Subscribed Capital 

of a Company

In order to meet its Funding Requirement, a company would 

normally consider increasing its subscribed capital after its 

incorporation. A further issue of shares would substantially 

increase the company's financial resources and ensure improved 

functioning of the company in the interest of the shareholders 

and the company as a whole. 
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Such further Increase in Subscribed Capital can take place 

where the authorized capital of the company is not exhausted and 

the further allotment of shares is made out of the unsubscribed 

portion of the capital within the ambit of Section 62 of the 

Companies Act, 2013. Section 62 of the Companies Act, 2013 

applies to private companies as well.

Section 62 of the Companies Act, 2013 relates to 'further issue 

of share capital'. According to the said provisions the shares can 

be offered to: 

A. Existing shareholders on proportionate basis 

of their shareholding,

B. Employees under ESOP scheme, 

C. Any other person,

D. Conversion of debentures or loan into shares.

The following points may be kept in mind :

1) Compliance :A listed company must comply with the 

provisions of the Companies Act,2013 and the SEBI 

(Issue of Capital and Disclosure Requirement) 

Regulations, 2018.

2) Applicability : The provisions of Section 62 of the Act are 

applicable to all companies except Nidhi Companies (A 

Nidhi Company is a Non-Banking Finance Company [NBFC], 

recognized under section 406 of the Companies Act, 

2013.)

3) Offer : Shares shall be offered to the existing equity 

shareholders of the company, as on a “Cut-off” date to be 

specified by the company. Such equity shareholders shall 

be offered equity shares in proportion (i.e. pro rata basis), 

as nearly as the circumstances admit, to the paid-up share 

capital of the company ;

4) Cut-off date :The Board of Directors of the Company, 

shall determine the cut-off date for deciding the List of 

shareholders as on the Cut-off date and for making an 

offer of shares under Section 62 of the Act to those 

shareholders.

5)  In case of rights issue, the Approval of board of directors 

is required.

6) The Offer Letter must have a specific reference to :

                 A ) Offer on proportionate basis

                 B ) Right of renunciation ; and

                 C ) The offer period.

7) Price of Shares : The board may decide the price of shares 

or obtain the valuation certificate under the Income Tax 

Act, 1961 or the Foreign Exchange Management Act, 1999 

as applicable. If the valuation certificate is obtained, then 

it shall be noted by the board of directors in its meeting 

and necessary reference must be made in the offer 

letter. 

               

8) Offer Period : The offer shall be made by notice 

specifying the number of shares offered and limiting a 

time not being less than 15 days and not exceeding 30 days 

from the date of the offer within which the offer, if not 

accepted, shall be deemed to have been declined. 

Further in case of specified IFSC public company (Clause (a) of 

Sub-Section (1) of Section 4 specifies IFSC as International 

Financial Service Company ) or private companies, the periods 

lesser than 15 days/30 days shall apply if 90% of the members 

have given their consent in writing or in electronic mode                      

( Notification Date 4th January, 2017) .The notice to the 

shareholder shall be dispatched through registered post or 

speed post or through electronic mode or courier or any other 

mode having proof of delivery to all the existing shareholders at 

least 3 days before the opening of the issue.  

9) Right of renunciation: the shareholders being offered 

such shares , shall have a right to renounce the shares 

offered to him or any of them in favour of any other 

person, unless the articles of association of the company 

provide otherwise. The notice/offer letter shall have a 

mention of this right of renunciation in the Offer Letter.

10) After the Completion of the Period of Offer , specified in 

the notice, or on receipt of earlier intimation from the 

person to whom such notice is given that he declines to 

accept the shares offered, the board of directors may 

dispose of them in such manner which is not dis-

advantageous to the shareholders and the company.

11) Unsubscribed Shares : Those Shares that are issued but 

unsubscribed, the board of directors may allot to few 

promoters or directors or any other person. The 

objective is to ensure that the funding requirement of the 

company is achieved.

12) Allotment of equity shares: After receipt of share 

application money, the board of directors shall pass a 

resolution for allotment of shares and refund of share 

application money, if any. The board shall also authorise 

directors for completing post-allotment compliances.

13)  In case of listed public companies, the Demat Account of 

the shareholders shall be credited with requisite number 

of allotted shares.

14) Other compliances: Within 30 days after the allotment of 

shares, the company shall :

a   File with the Registrar a return of allotment in e-

Form PAS-3, along with the fee as specified in 

the Companies (Registration of Offices and 

Fees) Rules, 2014. 

b   The company shall issue share certificates within 

2 months from the date of allotment. 

c  After allotment of shares, the company secretary 

of the company or any other authorised person by 
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the board of directors shall make necessary entries in the register of members within 7 days from the date of allotment.

    

Conversion of Debentures into Shares

The following is the Step by step process to be followed : 

1. Hold a Board of  Directors Meeting

2. Pass a Board Resolution for converting debentures in shares capital of the company

3. Issue Notice for holding a Extra Ordinary General Meeting of Shareholders

4. Hold the Extra Ordinary General Meeting

5. Pass a Special Resolution for converting debentures in shares capital of the company

6. File E-Form MGT-14 with the Registrar of Companies, within 30 days of passing of the Special Resolution

7. The Company shall then enter into agreement laying the Terms for Conversion of debentures into equity shares of the company in 

future, the rate of interest payable on such debentures

8. The company shall again hold a Board of Directors meeting and pass a resolution for allotment of Equity Shares

9. Thereafter the List of Allottees shall be prepared

10. File E-Form PAS-3 for allotment of shares, within 30 days of passing of Board Resolution.
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Agricultural Income

Agricultural income means -

a. Any rent or revenue derived from a land, which is situated in India & is used for agricultural purposes;
#

b. Any income derived from such land by agricultural operations ; 

c. Any income derived from such land by the cultivator by processing the agricultural produce raised or by the receiver of rent in kind by 

processing the agricultural produce received; so as to render it fit for sale in market.

 d.  Any income derived from such land on sale made by the cultivator of the agricultural 

produce raised; or by the receiver of rent in kind of the agricultural produce 

received; without carrying on any process, other than the process required to 

render it fit for the market.

e. Any income derived from a building subject to fulfillment of the following conditions 

Ø The building should be occupied by the cultivator or receiver of rent in kind. 

Ø The building should be on or in the immediate vicinity of the land, being situated in India and used for agricultural purposes.

Ø The building should be used as dwelling house or store-house or other out building. 

Ø The land is either situated in rural area or assessed to land revenue.

#Agricultural operation means:

·Basic Operation: It means application of human skill & labour upon the land, prior to germination. E.g. Tilling of land, sowing of seeds, 

planting, irrigation, etc.

·Subsequent Operation: It means operations which fosters the growth and preserves the produce; for rendering the produce fit for 

sale in market; and which are performed after the produce sprouts from the land. E.g. pruning, cutting, harvesting, etc. 

Chart for understanding

Treatment of Partly Agricultural & Partly Non-Agricultural Income 

ØGrowing & manufacturing tea: 60% is agricultural income and 40% is non-

agricultural income.

ØGrowing & manufacturing rubber: 65% is agricultural income and 35% is non-

agricultural income.

ØGrowing & manufacturing coffee:

· If coffee grown and cured by the seller: 75% is agricultural income and 25% 

is non-agricultural income. 

·  If coffee grown, cured, roasted and grounded by the seller: 60% is 
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agricultural income and 40% is non-agricultural income. 

ØAny Other Case: In such case, assessee will prepare two statements of income, i.e., one for agro-business and another for non agro-

business and for computing agricultural income, the market value of any agricultural produce, which is utilised as raw material in such 

business, is to be treated as revenue for agro-business and deductible expenditure for non agro-business.

Impact of Agricultural Income on Tax Computation (Partial Integration)

Conditions: 

1. The assessee is an individual, HUF, a BOI, an AOP, or an artificial juridical person.

2. The assessee has non-agricultural income exceeding exempted limit of income. 

3. The agricultural income of assessee exceeds ̀ 5,000.

Treatment

Step 1: Compute income tax on total income of assessee including Agro-income.

Step 2: Compute income tax on (Agricultural income + Maximum exempted limit)

Step 3: Tax liability before cess = (Tax as per step 1) - (Tax as per step 2) 

Choose the correct option

1. Which of the following is an agriculture income?

(a) Dividend paid by a company to its shareholders out of agricultural income

(b) Share of Profit of a Partner from a firm engaged in an agriculture operation

(c) Income from supply of water by an assessee from a tank in agriculture land

(d) Interest received by a money lender in the form of agricultural produce

2. Which of the following incomes received by an assessee are exempt under section 10 of the Income-tax Act, 1961?

(a) Agriculture Income

(b) Salary of a partner from a firm

(c) Salary received by a member of a ship's crew

(d) Cash gift of  5,00,000 received from a friend 

3. In case of an individual or HUF, agricultural income is –

(a) Exempted

(b) Exempted but included in the total income for the rate purpose

(c) Fully taxable provided it is earned from India

(d) Taxable at a flat rate of 10%

4. In case of an assessee engaged in the business of manufacturing of tea, his agricultural income is –

(a) 60% of total receipt of the business

(b) 60% of income of the business

(c) Nil

(d) 40% of income of the business

5. Remuneration to partner of a firm engaged in the business of growing and manufacturing of rubber in India is –

(a) Partly agricultural income and partly non-agricultural income
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(b) Agricultural income

(c) Non-Agricultural income

(d) Exempted income

6. Out of the following, which activity shall be considered as agricultural activity?

(a) Subsequent operation on the agricultural land

(b) Basic operation on the agricultural land

(c) Marketing operation of the agricultural produce

(d) None of the above

7. Agricultural income is exempt u/s _______ of the Indian Income-tax Act, 1961.

(a) 10(1)

(b) 2(1A)

(c) 10(2A)

(d) 10A

8. Income from saplings shall be considered as __________ .

(a) Agricultural Income

(b) Business Income

(c) Partly agricultural income and partly business income

(d) Income from other sources

9. Which of the following is not an agriculture income?

(a) Rent received from a land situated in India for agriculture purpose

(b) Income derived from agriculture produce

(c) Income derived from land being let out for marriage of a farmer

(d) Income from producing of tea leaves

10. Mr. X is engaged in growing and manufacturing tea in India. His income from this activity is  1,40,000. His agriculture 

income will be –

(a)  70,000

(b)  84,000

(c)  1,40,000

(d)  56,000
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COST ACCOUNTING

An efficient system of costing is an essential factor for industrial control under modern conditions of business, and as such may be 

regarded as an important part in the efforts of any management to secure business stability. The organization of an undertaking has to 

be so control that the desired volume of production is secured at the least possible cost in relation to the scheduled quantity of the 

product. Cost accounting provides the measurement of the degree to which this objective is attained, and thus has a definite place in the 

organization of the business . All expense is localized, and thereby controlled, in the light of information provided by the cost records. 

In the present era the value and importance of cost accounting need hardly be overemphasized.  Cost accounting, by exercising control 

over the entire business operations, enables management to eliminate wastages, leakages, increase efficiency and productivity, achieve 

economies and helps decision making by suitably fixing prices in case of competition, trade depression, and idle capacity with a view to 

maximizing the gains or minimizing the losses.  This paper is a scoring paper out of the eight papers in the intermediate course of the 

Institute of Cost Accountants of India. It is observed from the past experience that 65% to 75% of the total questions are set from 

practical problems and the balance is theoretical part. Although only 25% questions are set from theoretical part, but a great emphasis 

should be given on theoretical part as most of the students are very much weak in theory. Hence, go through the theory very carefully for 

easy understanding the topic and then try to solve the exercise problems. Start from Chapter one and try to understand the other 

chapters serially as this will enable you to understand the succeeding chapters in a better way. 

 You should remember this is a professional examination. So, emphasis is to be given mainly on testing comprehension, self expression and 

managerial ability to apply knowledge in divergent situation. Chances of repetition of questions are normally avoided. The true success of 

this examination mainly depends on style of preparation which should have, perseverance, regularity of efforts, through practice, vision 

and objectivity. 

Here I have suggested some tips based on my personal experiences :- 

1. A well defined plan for completing the whole syllabus as well as revision. 

2. Go through your Study Note and know the complete syllabus. Remember all chapters are interlinked. 

3. Analyze the trends of setting questions by taking at least ten terms. 

4. Time schedule with specified activities is very much essential for time-management. 

5. Clarity or concepts is different from cramming which exerts avoidable strain on the students. 

6. Write down all the important terms in your own words and read them regularly. 

7. Improve your speed by regular practice and revision. 

8. Finally, try to develop a habit of reading the questions well, underlining and understanding the specific requirements. 

9. Always try to answer all objective type questions as practice, which carries 100% marks. 

10. Try to develop a habit of reading the questions well, underlining and understanding the specific demands. 

The purpose of our study Paper – 8 are  : 

a) Understanding the concept of Cost 

b) Determining the Cost of product or service 

c) Understanding Standard Cost 

d) Applying the concept of Marginal Costing 

e) Formulating of business strategy and operational planning. 
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As per your study material, your entire syllabus is divided into six main chapters. In first chapter the basic concept of cost accounting 

are discussed, besides its other two branches viz, Financial accounting and Management accounting. The second chapter described the 

Elements of cost thoroughly. The three major elements of costs are – material, labour and Overheads. In this chapter cost concepts are 

discussed and analyzed element-wise. Material consists of the major part of total cost of a product, hence it is necessary to control this 

cost. You must read the scope and objectives of different Cost Accounting Standards. It will help to grasp the concept of cost accounting 

easily. Try to solve the problems on earnings of workers under different schemes. The meaning of Cost allocation, Cost apportionment 

and cost absorption should be very clear. 

 

The next chapter, Cost Book-Keeping, including integrated accounting system is not at all difficult. Students need to have a clear 

conception about the integrated and non-integrated  system of Accounts . Questions are sometimes set to journalize the transactions. 

In this system, different accounts are to be opened, but it is not necessary to give much effort to complete its solution. It's a lengthy 

process. Here, separate ledgers are maintained by the cost sections. 

This chapter relates to Contract Costing. Only Job/Batch/Contract Costing is very important for the Intermediate Examinations. 

Students often face difficulty in recommending the amount of profit to be taken into account for incomplete contract. You should make 

sure that you are familiar with various methods/formulae for different stages of completion and share of profit. Students are also 

advised to go through the topic “Profit on incomplete contracts based on SSAP – 9”. They should remember that for Escalation Clause 

both changed quantity and price is to be considered.  

The next chapter is relates to Operating Costing.  In 'Operating Costing' we have to find out operating cost per unit of output. This 

chapter also includes 'Transport Costing' , 'Hospital Costing', 'Power House Costing' , 'Hotel/ Hostel Costing' etc. Finding out the 

'Composite Unit' is very important for finding the solution of these type problems. Here suitable cost unit to be used for cost 

ascertainment purpose. 

The next chapter 'Marginal Costing' aims to find out cost-volume-profit relationships of a product. This is an important chapter from the 

students' perspective. Students should understand the concepts, Uses, needs and importance of 'Marginal Costing' carefully. The main 

thrust should be to follow the wording and determine the desired impact on profitability. Break-even Analysis and finding out the 

Breakeven point is the basic part for solving the problem. For a product of different sales-mix, contribution per unit of key-factor should 

be found out and then different options should be marked on the same basis, i.e. contribution per unit of key factor. Here you should also 

study the effect on profits due to various changes, in Fixed Cost/ Variable Cost/ selling price/ sales-mix and again the effect of the 

above on BEP, Margin-of-safety. More than one problem is generally set from this chapter. Hence, various types of problems should be 

worked out for easy understanding. 

The chapter 'Variance Analysis' deals with creating responsibilities and identifying the activities or areas of exceptions. Any problem on 

standard cost for working out different variances can be worked out by using a standard format applicable to all variance analysis. The 

students are afraid of this important chapter only because of different formulae for different analysis. Only a serious study and 

realization of the requirement in the problem can eliminate such difficulties. The main objective of this analysis is to improve the 

operation by effective utilization of resources for reducing its product cost. Calculation of Mix-variances is essential only when there 

are more than one type of components. 

The next chapter is related to 'Budget and budgetary control'. The term budget can be expressed as a pre-determined plan of action in 

details. Budgetary control requires preparation of 'Flexible Budget', 'Functional Budgets' and 'Cash Budget' for taking necessary 

actions. Both theoretical and practical problems may be set from this chapter. The students can easily understand the problems, if 

theory remains clear. The students are also suggested to go through the theoretical parts-like, concept of Zero based Budgeting, 

behavior and classification of Budgets etc. very carefully. 

In order to bring uniformity and consistency in classification, measurement and assignment of costs CAS – 1 to 24 should read carefully. 

Questions are generally set from any one or two standards. 

Now I have mentioned some objective type question relating to Cost Book Keeping as well as reconciliation of Cost and Financial Accounts :  

1. Which of the suggested solutions is the correct one?

(a) A main use of the financial ledger control account in the cost ledger is 

(i) It makes the cost ledger self-balancing. 

(ii) It  summarises the financial ledger entries . 

(iii) It records the financial profit for the period. 
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(iv) Its balance is the profit reported in the cost ledger.

                                  	 	 	 	 	  [ Ans : (I]

(b) Production overhead absorbed will be recorded in the cost ledger as : 

(i) Debit-Work-in-Progress A/c  ;  Credit-Production Overhead A/c. 

(ii) Debit-Production Overhead A/c. ;  Credit – Financial Ledger A/c. 

(iii) Debit-Profit and Loss A/c ; Credit-Production Overhead A/c. 

(iv) Debit-Finished Goods A/c ; Credit-Production Overhead A/c . 

[ Ans: (iii) ] 

(c) In an integrated Ledger system the entry for gross direct wages earned is : 

(i) Debit-Work-in-Progress ; Credit-Wages-Control A/c. 

(ii) Debit-Bank A/c; Credit-Wages-Control A/c. 

(iii) Debit-Work-in-Progress; Credit-Bank A/c. 

(iv) Debit-Wages Control A/c ; Credit-Bank A/c. 

[ Ans: (I] 

2. A. Indicate whether the following statements are true or false : 

(a) Costing profit and loss account includes all items of financial nature which are not included in cost ascertainment. 

(b) Dividend received but not included in cost accounts is to be added back to costing profit in reconciling profit with 

financial profit. 

(c) Cost and financial accounts are reconciled under non-integral accounting. 

(d) Rent on owned building is not included in cost accounts. 

(e) Income Tax is provided in cost accounts only. 

(f) Over-absorption of production overheads in cost accounts is decided is costing profit to reconcile it with profit as per 

financial book. 

                                       [ Ans . True : (b), (c), .  False : (a), (d), (e), (f).

 

          B. Indicate whether the following statements are true or false : 

           (a)    The need of reconciliation arises only under integrated accounting system. 

           (b)    There is only one figure of profit under integral accounting system. 

           (c)     No accounts for debtors and creditors are opened in integrated accounts. 

           (d)     Integrated accounts eliminate the necessity of operating General Ledger Control   

                     accounts. 

       (e) Loss on the sale of capital assets is not included in accounts under integral system. 

                                                          [ Ans.  True :  (b), (d),  False. (a), (c), (e). ]

Here I have also suggested a problem relating to reconciliation of Financial Accounts and Cost Accounts. 

Problem 
stGain More Ltd. Showed a net loss of Rs. 6,30,000 as per the financial accounts for the year ended 31  March 2017. The cost 

accounts however disclosed a loss of Rs. 5,00,000 for the same period. On scrutiny of the two accounts the following are available :

Prepare a Memorandum Reconciliation Accounts .

Factory overheads under-recovered 70000

Administrative overheads over-recovered  30000

Depreciation charged to financial accounts 150000

Depreciation charged in cost accounts 120000

Interest on investment not included in cost accounts 30000

Income tax provided in financial accounts 100000

Stores adjustments ( credit in financial accounts ) 10000
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Solution 

Gain More Ltd. 
stMemorandum Reconciliation Accounts for the year ended 31  march 2007  

Particulars Rs.  Particulars Rs.  

To Loss as per Financial Accounts 

To Admn. Overheads over-recovered 

To Interest on investment not included 

in Cost Accounts  

To Store adjustments credited in financial 

accounts 

     630000

       30000

       30000

        10000 

        

700000

By Factory overhead under-recovered 

By Deprn. Undercharged in cost 

Accounts ( 150000 – 120000 ) 

By Provision for income tax not taken in Cost 

Accounts 

By Balance c/d ( net loss as per Cost Accounts ) 

       70000

       30000 

100000

     500000

          

700000
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Learning Objectives:

·  Operations Management develops skills in problem solving, project management, 

communication, and managing effectively in team-based work environments.

·   Eventually, student's ability for leadership positions in the production and service 

industries gets increased.

·   To solve business processes, it helps to apply knowledge of fundamental concepts of 

operations management and helps to apply knowledge of approaches to operational 

performance improvement.
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Operations Management

In this issue we will discuss on Material Requirement Planning (MRP).

Material Requirement Planning is a methodology used for planning the production of assembled products.

It is a computerised inventory control system that would facilitate determination of demand for component items, keep track of when 

they are needed and generate work orders and purchase orders that take into account the lead time required to make the item in-house 

or buy them from a supplier.

MRP begins with a Master Schedule. 

Master Schedule designates the quantity and completion time of an assembled product, often referred to as end item.

This Master schedule for end items is translated into time-phased requirements for subassemblies, components and raw material.

The main objective of any inventory system is to ensure that material is available when needed. MRP does this by determining when 

component items are needed and scheduling them to be ready at that time, no earlier and no later.

MRP answers three questions—

Ø What is needed

Ø How much is needed

Ø When is it needed

An MRP system has three major sources of information---

Ø A master schedule

Ø A bill of materials

Ø An inventory record
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Master Schedule also called master production schedule states—

Ø which end items are to be produced 

Ø when they are needed

Ø in what quantities

A Bill of Materials contains---

Ø a listing of all the assemblies, subassemblies, parts & raw materials that are needed to produce one unit of an end items

EACH TYPE of FINISHED PRODUCT has its own Bill of materials

Inventory Records refer to--- 

Ø stored information on the status of each item by time periods i.e.

· information on quantities on hand

· information on quantities ordered

· information on supplier, lead time and lot size policy etc.

The whole process is illustrated with the following illustration:

Illustration 1: Refer the following figure:

(a) Determine the quantities of B, C, D, E and F needed to assemble one unit of X

(b) Determine the quantities of these components that will be required to assemble 10 units of X taking into account the quantities on 

hand (i.e. in inventory) of various components as

Ans: The figure given above is called Product Structure Tree.

To initiate an MRP we know that input information comes from Master Schedule followed by Bills of Materials and Inventory record. 

Now the listing in the bill of materials is hierarchical—it shows the quantity of each item needed to complete one unit of its parent item. 

This aspect of bill of materials is clear when we construct a Product Structure Tree as above which provides a visual depiction of the 

subassemblies and components needed to assemble a product.

From Master Schedule we gathered the information that we require one unit of end item X. From Bill of materials we collected following 

information:

Ø End item X is composed of three Bs and one C

Ø Each B requires four Ds and one E

Ø Each D requires four Es

Ø Each C requires three Es and two Fs

These requirements are listed by level beginning with 0 (available from Master Schedule) for the end item, then 1 for the next level and so 

on. The items at each level are components of the next level up. The quantities of each item in the product structure tree refer only to the 

amounts needed to complete the assembly at the next higher level---4 units of E required to complete one unit of D or 4 units of D 

Component On Hand

B 4

C 10

D 8

E 60

F 30
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required for one unit of B etc. So following this knowledge through product structure tree of our problem the total requirement of 

components for producing one unit of end item X are given below:

ndThese are the requirement for producing one unit of X. Now inventory records as given in 2  table of the question is considered and actual 

requirement for producing 10 units of X will be as follows:

At present No F is required as in hand stock (30) is more than the requirement for producing 10 units of X (20)

Illustration 2: The following product structure tree indicates the components needed to assemble one unit of Product Y. Determine 
the quantities of each component needed to assemble 100 units of W considering the inventory records.

Inventory records are

Ans: Assuming the items at each level of product structure tree are components of the next level up & the quantities of each item in 
the product structure tree refer only to the amounts needed to complete the assembly at the next higher level, the basic 
requirement of components for producing 1 unit of Y  are as follows:

Component On Hand

A 5

B 15

C 7

D 75

E 40

F 20

G 12
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After considering the inventory records the actual requirement for producing 100 units of Y are:

Determining total requirements is usually more complicated than illustrated above. Because---

Ø Many products have considerably more components and have a complicated Bills of Material

Ø Issue of timing i.e. when must the components be ordered or made is essential and must be included in analysis

Before application of MRP it is to be fully ensured that the bill of materials accurately reflect the composition of a product as errors at 

one level become magnified by the multiplication process used to determine quantity requirements. 

Like the bill of materials inventory records must also be accurate as erroneous information on requirements can have detrimental impact.

MRP is useful for dependent demand items. The demand for component parts does not have to be forecasted. It can be derived from the 

demand for the finished product. e.g. suppose demand for a car, consisting of four doors and one engine, is 500/week. Then demand for 

door-component will be 4*500 =2000/week and demand for engine-component will be 1*500 =500. The demand for door and engine are 

called derived demand for determining of which we use MRP as discussed in our simple illustrations.

Suggestions:

This lesson is an extension of idea developed from teachings imparted by the Guide 

book issued by Institute.  The study guide on Operations Management issued by 

Institute is to be studied thoroughly. In this issue simple illustrations are taken for 

basic understanding of MRP. In next issue some complex problems will be taken up for 

discussion. Interested students could refer Operations Management by R.S. Russell & 

B.W. Taylor, Operations Management by J Stevenson.     
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Learning Objectives:

·  The course will follow in general terms the strategy development process from 

audit to formulation of strategic plans, their implementation and evaluation.

·  Students will be introduced to strategic management in a way so that their 

understanding can be better.

·  The ultimate aim of the course is to develop students as future managers who will 

add value by 'strategically managing' the organisation's resources and capabilities. 

  33   i   33   i   33   i   33    244

STRATEGIC MANAGEMENT 

1. -----------------is the strategy that includes Board of Directors and Chief Executive Officers, is responsible for the 

organization's financial performance and other non-financial goals:

a. Functional

b. Corporate

c.  Business

d. Financial

2. Different levels of strategic decision making and strategic formulation in any organization does not include:

a. Financial

b. Corporate

c. Functional

d. Business

3. Which of the following doesn't describe corporate strategy?

a. What business or businesses should we be in? 

b.  How does the parent company add value to his subsidiaries?

c. How does being in one business help us compete in other businesses

d. How should we compete in other business?

4. Which of the following denotes the characteristics of Strategic Management?

a. Decentralization

b. Wide span of management

c. Searching for new sources of advantage

d. Multi operational

5. The role of stakeholders includes:

a. Direct management

b. Decision making

c. Investments

d. All the above

6. The process of strategic management is a / an ------------ one that changes as the organizational goals and objective 

evolve

a. Continuous

b. Interesting

c. Systematic

d. Stable

7. The corporate level is where top management directs:

a. All employees for orientation

b. Its efforts to stabilize recruitment needs

c. Overall strategy for the entire organization

d. Overall sales projections

8. What is meant by the term 'Stakeholders'?

a. A person who is not related with a business

b. A person who is related with a business

c. A person who owns a business

d. A person who purchases the shares of a business
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9. The goal of the organization's------------is to capture the hearts and minds of employees, challenge them and evoke 

their emotions and dreams:

a. Vision

b. Mission

c. Culture

d. Strategy

10. Product differentiation refers to the:

a. Ability of the buyers of a product to negotiate a lower price

b. Response of incumbent firms to new entrants

c. Belief by customers that the product is unique

d. Feel that as more of a product is produced the cheaper it becomes per unit
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·   The concept of tax and the objective for its levy

·   The concept of direct and indirect tax and the differences between the two

·   The basic features of indirect taxes

·   What are the principal indirect taxes

·   As to how the indirect taxes are administered in the country 
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Important MCQ of GST

1. Goods or services or both are used partly for taxable supplies including zero rated supplies under IGST or under CGST 

Act, and partly for exempted supplies –

a) only that amount of input tax which is attributable to the taxable supplies including zero rated supplies will be allowed as 

credit and not for exempted supplies

b) 100% ITC Allowed irrespective of the usage of Goods/Services

c) Fix 50% ITC allowed in this cases

d) None of the above.

2. officer shall pass an order (Provisional assessment request), within a period not later than _______ from the date of 

receipt of such request –

a) 90 days                          c) 30 days

b) 100 days                       d) 120 days.

3.The time duration for retention of accounts and records under GST is until expiry of ________ from the due date of 

furnishing of annual return for the year pertaining to such accounts and records–

a) Seventy-two months                 c) seventy months

b) seventy-one months                 d) none of the above

4.Tax rate applicable in hands of Restaurant under composition scheme –

a) 2% (CGST + SGST).                     c) 5% (CSGT + SGST)

b) 18% (CGST + SGST)                    d) 2.5% (CGST + SGST)

5.To be eligible for registration under Composition scheme it is required that the aggregate turnover of a registered tax payer 

should not exceed _______ in the preceding financial year & the limit is ______ for North Eastern & Special Category States)

a) Rs. 75,00,000/-, Rs. 50,00,000/-                c) Rs. 50,00,000/-, Rs. 25,00,000/-

b) Rs. 100,00,000/-, Rs. 50,00,000/-               d) Rs. 75,00,000/-, Rs. 20,00,000/-

6.________ is excluded from the definition of goods as well as services

a) securities and money                        c) Only Securities

b) Only money                                       d) None of the above

7.What is the correct procedure of file return under GST?

i. Submission of return

ii. Rectification of discrepancies in ITC

iii. Matching of claim in reduction in output tax liability

iv. Final acceptance of ITC

v. Matching of ITC

a) i, ii, iii, iv & v                    c) i, v, iv, ii & iii

b) v, ii, iii, iv & vi                 d) none of the above

8.What shall be time of supply in case of reverse charge?

a) the date of the receipt of goods

b) the date of payment as entered in the books of account or payment is debited in his bank account, whichever is earlier

c) the date immediately following thirty days from the date of issue of invoice or any other document
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d) earlier of the above

9.Which of the following states covered North Eastern and Special Category States –

i. Assam, Arunachal Pradesh,

ii. Manipur, Meghalaya,

iii. Mizoram, Nagaland,

iv. Tripura, Sikkim,

v. Delhi, Bihar

vi. Jammu & Kashmir

vii. Himachal Pradesh

a) i, ii, iii, iv & vi                  c) i, ii, iii, iv & vii

b) Only vi                            d) Only i, ii & iii

10.Which of the following Bills passed by parliament?

i. Central Goods and Services Tax (CGST)Bill

ii. Integrated Goods and Services Tax(IGST) Bill

iii. Union Territory Goods and Services Tax (UTGST)Bill

iv. Goods and Services Tax (Compensation to States) Bill

v. State Goods and Services Tax (CGST)Bill

a) i, ii, iii & iv                      c) Only i

b) Only i, ii & iii                 d) None of the above 

ANSWERS

1. A, 2. A, 3. A, 4. C, 5. A, 6. A, 7. C, 8. D, 9. C, 10. A
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Company Accounts & Audit

Today we will discuss some of the interesting topics of Accounts of Electricity Company.
st1  we take Reasonable Return.

What is Reasonable Return as per Act?

The Electricity (Supply) Act, 1948, imposes restrictions on electricity undertakings on earning too high a profit, by means of 

the concept of reasonable return, which stipulates the following:

1. A yield at the standard rate which is the Bank Rate stipulated by the Reserve Bank of India from time to time, plus 2% on the Capital 

Base.

2. Income derived from investments excluding investments made against the Contingencies Reserve.

3. An amount equal to ½ % on any loan advanced by the Board.

4. An amount equal to ½ % on the amount borrowed from organizations or institutions approved by the state government

5. An amount equal to 1/2 % on the amounts realized by the issue of debentures

6. An amount equal to ½ % on the accumulation in the development reserve.

7. Any other amount as may be allowed by the central government having regard to the prevailing tax structure in the country.

Calculation of capital base may be done in the following way.
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Para xv11 of the sixth schedule of the Act provides guidelines for the computation of clear profits which means the difference between 

the amount of income and the sum of expenditure plus specific appropriation.
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Submissions

Dear Students,

We are very much delighted to receive responses from all of you; 

for whom our effort is!

We have noted your queries and your requests will definitely be 

carried out. Further, requesting you to go through the current 

edition of the bulletin. All the areas will be covered gradually. 

Expecting your responses further to serve you better as we 

believe that there is no end of excellence! One of the mails 

received is acknowledged below.

Please put your opinions so that we can make your e-bulletin 

everything that you want it to be.

All rights reserved. No part of this Bulletin may be translated or 

copied in any form or by any means without the prior written 

permission of the Institute of Cost Accountants of India.

Send your Feedback to:

e-mail: studies.ebulletin@icmai.in

website: http://www.icmai.in

SUBMISSIONSSUBMISSIONSSUBMISSIONS

   42

Vol: 6, No.: 2. 

February 2021, Issue



STUDENTS’ E-bulletin Intermediate

Behind every successful business decision, there is always a CMA

Directorate of Studies
Dear Students,

We from the Directorate of studies know your expectations from us and accordingly we are trying to deliver some 
meaningful tips through the publications of monthly E-bulletins. Other than this we are trying to help you through, 
Mock Test Papers (MTPs), Work Books, MCQs and we have conducted Webinar sessions.

You know that the nation is celebrating 150th birth anniversary of the father of the nation . One of hisM.K. Gandhi

inspirational message towards the students were:

“Whatever you do will be insignificant. But it is very important that you do it”,

Let us observe his memory by following his message. 

Certain general guidelines are listed below and which will help you in preparing yourselves:

       Conceptual understanding & Overall understanding of the subject should be clear.

       Candidates are advised to go through the study material provided by the Institute in an analytical manner.

  Students should improve basic understanding of the subject with focus on core concepts.

  The Candidates are expected to give to the point answer, which is a basic pre-requisite for any professional 
examination.

  To strengthen the answers candidates are advised to give answer precisely and in a structured manner.

  In-depth knowledge about specific terms is required.

  Write question numbers correctly and prominently.

  Proper time management is also important while answering.

Please refer the link mentioned below :

         https://icmai.in/studentswebsite/

l Don’t give up
l Don’t give in
l Don’t give out

                     You can win!   

GOOD LUCK
  

                               Be Prepared and Get Success;
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CMA Chittaranjan Chattopadhyay, Chairman, Banking, Financial 
Services & Insurance Committee and Indirect Taxation Committee 
presented copy of "Aide Memoire on Lending to Micro Small and 
Medium Enterprises Sector" (including restructuring of MSME 
credits) to Shri Pankaj Jain, IAS, Additional Secretary, Department 
of Financial Services, Ministry of Finance, Government of India on 
27th January 2021 at his office in New Delhi.

CMA Biswarup Basu, President and CMA Chittaranjan Chattopadhyay, 
Chairman of Indirect Taxation Committee Chairman as well as Banking, 
Financial Services & Insurance Committee extending greetings to Novel 
Roy, IRS, Central Board of Direct Taxes, New Delhi, Ministry of Finance, 
Government of India and also handed over Representation on Transfer 
Pricing in Income Tax on 27th January 2021 at his office in New Delhi.

Release of "Aide Memoire on Lending to Micro Small and 
Medium Enterprises Sector" (including restructuring of MSME 
credits) at the hands of Shri Anurag Singh Thakur, Hon'ble 
Union Minister of State for Finance and Corporate Affairs on 
30th December 2020.

Republic Day Celebrations at the Institute 
Headquarters

Republic Day Celebrations at the Institute Headquarters
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