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3BCOM01: Auditing & Management Accounting 

B.COM 3 

3BCOM01:  Auditing  &  Management Accounting                                               

Unit - I  

Auditing: Meaning, Objects, Fraud and Error, Relationship in between Book-

Keeping, Accounting and Auditing, Elementary Knowledge of Standards On 

auditing Practices, Types of Audit. Internal Control Measures. Audit Programme. 

Unit - II  
Vouching, Verification and Valuable of Assets and Liabilities (Including practical 

Verification).  Company Auditor: Appointment, Removal And Remuneration. 

Unit - III  

Company Auditor: Audit and Auditors (brief Knowledge of Section 139 to 148 of 

companies Act, 2013), Right, Duties and Liabilities. Company Audit, Audit Report 

and Certificates.  

Unit - IV  
Management Accounting: Meaning, Nature, Objectives, Scope and Function. 

Capital Structure: Departments and Theories. Leverages: Operating and Combined. 

Unit - V 

Financial Statement Analysis: Meaning, Nature, Important and Techniques of 

Financial analysis: Comparative Statement, Common Size Statements and Trend 

Analysis. 

Ratio Analysis: Preparation of Income Statement and Balance Sheet on the basis of 

Ratio. 

Cash Flow Statement (AS-3) 

Note: The Candidate shall be permitted to use battery pocket Calculated that should 

not have more than 2 digits, 6 function and 2 memories and should be noiseless and 

cordless. 
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3BCOM02: Goods and Service Tax 
 

3BCOM02: Goods and Service Tax 

Unit - I  
Introduction of GST, IGST Act, 2017. Definition, Benefits, Constitutional Aspects 

and Legal Framework of GST Including CGST, IGST, SGST and UTGST. 

Unit - II  

Identification of Nature of Supply- Inter State and Intra State Supply, Composite and 

Mixed Supply, Continuous Supply and Zero Rated Supply. Taxable and Non-taxable 

Supply, Exemptions, Composite Scheme of GST, Applicable Rates of GST.  

Unit - III  Concept Relating to Input Tax Credit and Computation of Input Tax Credit. 

Unit - IV  
Procedure of Registration Under GST, Maintenance of Books and Records. Filling of 

Returns, Computation of GST, Payment of Tax, Reverse Charge, Refund of Tax. 

Unit - V 
Administration of GST Regime, Assessment, Demand and Recovery, Inspection, 

Search, Seizure, Provisions with Respect to Offences and penalties. 
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3BCOM03 : Insurance                      
 

3BCOM03 : Insurance                      

Unit - I  
Insurance: An Introduction, Risk Management and Insurance, Principals of Insurance, 

Types of Insurance Contract. 

Unit - II  
Fire Insurance, Marine Insurance, Life Insurance, Development of Life Insurance in 

India. 

Unit - III  
Life insurance Corporation of India, Life Insurance Agents, Life Insurance Plans, Life 

Insurance Selling and Underwriting. 

Unit - IV  
Premium Calculation in Life Insurance, Settlement of Claims in Life Insurance, 

General Insurance, The General Insurance Corporation of India. 

Unit - V 
Liberalization and Insurance, The Insurance Act, 1938; The Insurance Regulatory and 

Development Authority (IRDA), Prospects and Challenges in Insurance Sector. 
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 3BCOM04:  Functional Management  

3BCOM04:  Functional Management                                                   

Unit - I  

Meaning, Scope, Role and Function Of Human Resource Management, 

Organization of Human Resource Department, Human Resource Planning, 

Recruitment, Selection, Placement and Induction. 

Unit - II  
Job Analysis, Job Enlargement and Job Enrichment, Training and Development, 

Performance Appraisal and Merit Rating.  

Unit - III  

Marketing: Meaning, Evolution, Modern Concept, Scope and Important, Product 

Planning and Development; Marketing Research; Channels of Distribution; 

Pricing policies and Strategies. 

Unit - IV  

Finance function: Importance and Scope of financial management Function and 

role of finance manager; financial planning and capital structure; sources of 

finance; working capital and its sources. 

Unit - V 

Meaning, Nature, Scope and Importance of Production Management; Production 

Process, Production Planning And Control; Quality control; Product Design and 

product Research; Meaning, Scope and Function of Materials Management;  

Inventory Planning and Control. 
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 3BCOM05 : Business Budgeting                                              
 

3BCOM05 : Business Budgeting                                              

Unit - I  

Business Budgets and Budgeting: Meaning, Nature, Objectives, Advantages and 

Limitation of Budgets and Budgeting. Budget Terminology, Preparation of Budgets:  

Budget Co-ordination. Essentials of an Effective Budgeting. 

Types of Budgets:  Fixed and Flexible Budget, Finance  Budget Mater Budget, Sales 

Budget, Production Budget, Cost of Production Budget-Direct Material Budget, Direct 

Labour Budget and Overhead Budget, Performance Budgeting, Zero Base Budgeting  

Unit - II  

Business Forecasting: Meaning, Theories, Importance and Limitation of Business 

Forecasting, Techniques and Tools of Business Forecasting. Essential of Business 

Forecasting. 

Unit - III  

Cash Budgeting: Meaning, Importance and Forms of Cash Budget. Preparation of cash 

Budget, Methods of Preparing Cash Budget. 

Budgetary control: Meaning, Characteristics, Objects and Benefit of Budgetary 

Control; Budgetary Control v/s Standard Costing- Sales Variances, Material Variances, 

Labour Variances. 

Unit - IV  

Product and Production Decision: Meaning, Product, Product Decision areas, use of 

alternatives Production Facilities, determination of the profitable level of  Production, 

Utilization of full  production capacity. Starting anew product in place Of existing 

product. Determination of product mix on the basis of Key factor. 

Unit - V 

Project planning and Feasibility study: Types of projects, Analysis of projects, 

Profitability estimates of projects, feasibility-Economic Financial and Technical. 

Cost of Capital: Computation of Cost of Debt Fund, Preference Share Capital, Equity 

Share Capital, Retained Earning and Weighted Average Cost of Capital. 
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3BCOM06 : Rural  Development &  Cooperation                                              

Unit - I  

Concept and signification of Rural Development, Strategy of Rural Development; 

Current issues. 

Rural Development Administration ï Rural Development Agencies. Village level. 

Block level and District level Administration for Rural Development District Rural 

Development Agencies. 

Unit - II  

Constitutional Provision regarding Panchayati Raj, 73rd Constitutional Amendment. 

Silent features of Rajasthan Panchayati Raj Act, 1994. Rural Infrastructure 

Development: Rural Roads, Rural Markets, Electrifications, Water Supply, Education 

and Health. 

Unit - III  

Rural Development Programmes: Critical study oh Rural Development Scheme : 

Swarnajayanti Gram Swarojgar Yojana (SGSY), Jawahar Gram Samridhi Yojana 

(JGSY), Sampurna Gramin Rojgar Yojana (SGRY), Pradhan Mantri Gram Sadak 

Yojana (PGSY), Mahatma Gandhi national Rural Employment Guarantee Act 

(MGNREGA), Main feature and Achievement of These  Schemes. 

Unit - IV  
Programmes related to Tribal Welfare, Drought Prone Area Development, Desert 

Development, Nature and forest Conservation, Woman and child development. 

Unit - V 

Concept of Co-operation, Principles of Co-operation, An Evaluation of Co-operative 

Principles and modification there in form time to time. Co-operation v/s Capitalism 

and Socialism. 

Co- operative credit, Marketing, consumers housing and industrial cooperatives. State 

and Co-operation. A study of Rajasthan State Co-operative Bank. (Apex Co-op. Bank) 

and RAJFED. 
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              Auditing & Management Accounting (3BCOM01) 
 
 Unit No Description 

I Auditing- meaning & objectives. Fraud & error. Book-keeping v/s 
Accounting v/s Auditing. Internal control measures. Audit programme. 

II Vouching, Verification and Valuation of Assets and Liabilities. Company 
Auditor: Appointment & Removal. 

III Company Auditor: Audit and Auditors (brief Knowledge of Section 139 to 
148 of companies Act, 2013), Right, Duties and Liabilities. Audit Report 
and Certificates. 

IV Management Accounting: Meaning, Nature, Objectives, Scope and 
Function. Capital Structure. Leverages: Operating and Combined. 

V Financial Statement Analysis: Meaning & Nature. Techniques of Financial 
analysis: Comparative Statement, Common Size Statements & Trend 
Analysis. Purpose of Income Statement and Balance Sheet. Cash Flow 
Statement . 

B.COM 

Course Name : B.Com 3rd Year                                      Subject Code:3BCOM01  



 
Auditing- meaning & objectives 

Å Meaning of Auditing : 

 Auditing, therefore, is an examination of the books of accounts and vouchers of the 
business by an independent person who should be qualified for the job, in order to 
ascertain their accuracy. 

 

Å Objectives of Auditing : 

 1. Verification of accounts and statements. 

 2. Detection of errors or frauds. 

 3. Prevention of errors or frauds. 

 

Å Advantages of Auditing : 

 1. It detects errors and frauds with suggestions for their prevention. 

 2. To avoid such mistakes being committed the accounts are kept up-to-date. 

 3. The parties feel confident of the audit report because it was done by an independent 
person or body. 

 4. Accounts as audited stand authentic. 

 5. The auditors are competent persons in the fields of accounts and financial laws so can 
render advice to management. 

 6. In case of joint stock companies the director has no chance of taking undue 
advantages. 

 7. Auditing accounts facilitates settlement among partners. 
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Fraud & error 
 When you find misstatements as you perform an audit, youôre responsible for making an assessment. 

You alone must determine whether the misstatement represents an error or fraud. Errors arenôt 
deliberate. Fraud takes place when you find evidence of intent to mislead. 

 

Here are some common errors youôll come across: 

Å Inadvertently taking an expense to the wrong account: For example, an advertising expense shows 
up as an amortization expense. The two accounts are next to each other in the chart of accounts, and 
the data entry clerk made a simple keying error. 

 

Å Booking an unreasonable accounting estimate for allowance for bad debt expense: The person who 
made this mistake may have simply misinterpreted the facts. The allowance for bad debt arises 
because generally accepted accounting principles call for the matching of revenue and expenses for 
the same financial reporting period. Each period, a certain amount of credit sales have to be recorded 
as bad debt. That way, revenue isnôt overstated in the current period. 

 

Å Incorrectly applying accounting principles: Recording assets at their cost rather than their market 
value is an example of an accounting principle. Make sure the company hasnôt inadvertently made an 
adjustment to increase the value of assets (such as land or buildings) to their appraised value rather 
than cost. Itôs never appropriate to change the value of a fixed asset on the balance sheet from its 
original cost. 
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 Fraud can take the form of the falsification or alteration of accounting records or the financial 

statements. Deliberately making a mistake when coding expense checks is fraud. So is 

intentionally booking a lower allowance for bad debt than is deemed reasonable by normal 

estimation methods. 

 

 Fraud also includes intentional omissions of significant information. For example, if  a 

company knows its largest customer is getting ready to close its doors and doesnôt disclose 

this fact, thatôs fraud. Not properly disclosing loss contingencies is another example ð for 

instance, if  a company doesnôt disclose that itôs likely going to lose a lawsuit brought against 

it and the damages can be reasonably estimated. 

  

 Of course, the theft of assets such as cash, inventory, or equipment is also fraud. Paying 

personal expenses out of the company checking account is fraud. Another example is taking 

company computers home to use personally. 

 

12 
B.COM 

Course Name : B.Com 3rd Year                                      Subject Code:3BCOM01  



Book-keeping v/s Accounting v/s Auditing  

 Bookkeeping, accounting and auditing are the functions which are extremely 
important for every business organization. In the simplest of terms, 
bookkeeping is responsible for the recording of financial transactions whereas 
accounting is responsible for interpreting, classifying, analyzing, reporting, and 
summarizing the financial data and Auditing is a systematic and independent 
examination of books, accounts, statutory records, documents and vouchers of 
an organization to ascertain how far the financial statements as well as non-
financial disclosures present a true and fair view of the concern. 

 

Audit  programme 

Definition 

 Audit programme may be defined as the auditorôs plan of action indicating the 
work to be accomplished, the audit tests and procedures to be followed, the 
persons responsible for the accomplishment of the work, and the time within 
which the work is to be accomplished. 

 

Some Authoritative Definitions 

Å An Audit programme is a detailed plan of the auditing work to be performed, 
especially the procedures to be followed in verification of each item in the 
financial statements and giving the estimated time requiredò. 

Å An audit programme is a flexible planned procedure of examination. 

 13 
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Internal control measures 

 Internal control, as defined by accounting and auditing, is a process for assuring of 
an organization's objectives in operational effectiveness and efficiency, reliable 
financial reporting, and compliance with laws, regulations and policies. A broad 
concept, internal control involves everything that controls risks to an organization. 

  

 It is a means by which an organization's resources are directed, monitored, and 
measured. It plays an important role in detecting and preventing fraud and 
protecting the organization's resources, both physical (e.g., machinery and property) 
and intangible (e.g., reputation or intellectual property such as trademarks). 

  

 At the organizational level, internal control objectives relate to the reliability of 
financial reporting, timely feedback on the achievement of operational or strategic 
goals, and compliance with laws and regulations. At the specific transaction level, 
internal controls refers to the actions taken to achieve a specific objective (e.g., how 
to ensure the organization's payments to third parties are for valid services 
rendered.) Internal control procedures reduce process variation, leading to more 
predictable outcomes. Internal control is a key element of the Foreign Corrupt 
Practices Act (FCPA) of 1977 and the SarbanesïOxley Act of 2002, which required 
improvements in internal control in United States public corporations. Internal 
controls within business entities are also referred to as operational controls. 
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Unit 2- Vouching, Verification and Valuation of Assets and Liabilities.  

 Vouching is a technical term, which refers to the inspection of documentary 
evidence supporting and substantiating a transaction, by an auditor. It is the essence 
of Auditing. Vouching, widely recognized as ñthe backbone of auditing,ò is a 
component of an audit seeking to authenticate the transactions recorded in a firmôs 
book of accounts. When an accounting transaction is vouched, it is tested and 
verified by presenting relevant documentary evidence. 

 

Verification and valuation of Different Kinds of Assets: 

1. Cash in Hand: The auditor should visit the business house at the close of the 
financial period or on the following morning and actually count the cash in hand 
and compare it with the balance in hand as shown by the cash book. This should be 
done in the presence of the cashier and if  there is any shortage his certificate should 
be obtained. 

 

2. Cash at Bank: To verify cash at bank, the auditor should examine the Bank pass 
Book and compare it with the balance as shown by the bank column of the cash 
book. The auditor should also see that the ócheques outstandingô and ócheques not 
yet collectedô are genuine and not made up in order to conceal the deficiency. If  
some of these cheques are more than six months old, he should make inquiries. 
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3. Bills Receivable: The auditor should examine the Impersonal ledger or Bills Receivable Book 

with the bills receivable on hand. Some of the bills might have been sent out for collection in 

which case an inquiry should be made from the bank. While examining the bills, the auditor 

should see that they are properly drawn, stamped, duly accepted and that they are not overdue. 

In case there is any doubt about the payment of the bill  on the due date, sufficient provision be 

made. 

4. Investments: If  there are a large number of investments, as in the case of banks and insurance 

companies, the auditor should ask for a schedule of investments held by his client. The 

schedule should give full  particulars of the investments, e.g., name of investment, the cost 

price, the market price, book value, date on which the investment was acquired, rate of 

interest payable and the dates of the payment on interest, tax deducted and so on and compare 

these with the records in the books of his client. 

 Valuation of Investments: Having verified the existence of the investments the auditor should 

now proceed to find out whether they are properly valued at the date of the balance sheet. The 

basis of the valuation of investments in the balance sheet will,  to a large extent, depend upon 

the purpose for which they are held. If  they are held by Trust Company, the object of which is 

to earn dividends and interest and distribute such dividends and interest amongst the 

shareholders, such investments are to be treated as fixed assets and, therefore, even permanent 

fall in their value may be ignored, of course, subject to Articles of Association and the 

Memorandum of Association of the trust Company. 

5. Stock-in-hand: The correctness of the profit and loss account of a concern depends, to a great 

extent, upon the correctness of the value of the stock of goods in hand at the close of the 

period. The auditor has, therefore, not only to verify the existence of the stock in hand but he 

has also see that it is valued according to certain accepted principles of accountancy. The 

auditor should insist upon the maintenance of stock book, if  it has not already been 

maintained. 
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6. Fixed Assets: The usual method of the valuation of fixed assets is the cost price less 

deprecation. It has been suggested that during the inflationary period, the 

replacement cost method should be followed while valuing the assets on the 

balance sheet date. 

7. Books Debts: The auditor should see that the debts as shown in the balance sheet are 

recoverable. If  they are doubtful, provision should be made for them. If  they are 

bad, i.e., they are irrecoverable, they should not shown on the assets side. If  the 

auditor does not pay attention to these points, the balance sheet which he certifies to 

show a ñtrue and fair viewò may be wrong and he might be held liable for damages. 

8. Endowment Policies: The auditor should physically inspect the policies and see that 

the premium payable has been paid and that the policy has not lapsed. 

9. Patents Rights and Trade Marks: If  the client holds large number of patents or 

trademarks the auditor should ask him to prepare a schedule giving : The 

description of patent, registered numbers, the dates on which they were acquired, 

the unexpired period. The auditor should examine the receipts for the payments of 

the fees. He should also see that the renewal fee has been paid each year at the right 

time. 

10. Copy Right: Copy Right must be revalue at the date of balance sheet. If  the 

publication does not command any sale, the copyright should be written off. 
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11. Furniture and Fixtures: The auditor should verify this item with the help of invoices. 
Any addition made during the year should be verified in the usual way. Any 
expenses incurred in the purchase of these assets should be debited to the Furniture 
account. The auditor should see that proper depreciation is provided and that the net 
figure is shown in the balance sheet. 

12. Plant and Machinery: This item is also verified by reference to the original 
invoices, correspondence, etc. The auditor should see that plant and machinery is 
properly depreciated. 

13. Loose Tool, Patterns, Dies etc,: The auditor should examine the list of the loose 
tools. He should see that the list has been certified by a responsible officer. 

14. Property: The auditor is not competent to examine the title deed relating to a 
property. In such a case he should insist upon the client to get a certificate regarding 
their validity from the solicitor.  A certificate form an architect, surveyor or an 
engineer will  also serve the purpose of the valuation of the property. The property 
may be (a) Freehold property (b) Lease hold property. In both case the auditor 
should examine the title deeds relating to the property. 

15. Goodwill: Goodwill is defined as the assessed value of the reputation of a business 
or as the difference between the purchase price and the net assets which are 
purchased and the excess amount so paid, represents the goodwill acquired by the 
business. It is intangible asset. It value depends upon the earning capacity of the 
business and fluctuates accordingly. In case the Directors have debited the profit 
and loss account and credited the amount to the goodwill account, the auditor 
should object to this step especially when the action taken is likely to prejudice the 
interest on any class of shareholders. He should mention this fact in his report to the 
shareholders if  such a step has been taken. 
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Verification and valuation of Different Kinds of Liabilities: 

1. Capital: Although capital is not the liability  of a company, still it should be verified to enable an auditor to 

give a certificate in regard to the correctness of the balance sheet. The auditor should examine the 

Memorandum of Association and the Articles of Association of the company. He should also examine 

the Cash Book, Pass Book and Minutes Book of the Board of Directors to find out the number and 

different classes of shares issued. 

2. Reserve Accounts and Funds: For the audit of these two items, the auditor should examine the Minutes 

Books of directors meeting. 

3. Debentures and Mortgage: The auditor should enquire in to powers of the company to borrow money. 

4. Trade Creditors: The auditors should ask for schedule of the creditors and check it with the purchase 

ledger which in its turn may be checked with the books of original entry with the Purchase invoices, 

Credit Notes, Goods Inward Books, Return Outward Book, Bill  Payable Book, and Cash Book. The 

Auditor should see that all Purchase during the year have been included in the purchases and especially 

purchases made at the close of the year. 

5. Bills Payable: The auditor should verify this item form Bills payable Book and the Bills Payable Account. 

The Bills payable already paid should be checked from the Cash Book and examine the returned bills 

payable. To see the genuineness of the bills payable in hand on the date of balance sheet, the auditor 

should check the cash book of the succeeding year as to whether any payment has been made in respect 

of such bills. 

6. Outstanding Expenses: The auditor should get a certificate from a responsible official to see that all 

expenses for the current year are included and the payment for each expenses such as interest, discounts, 

salaries have not been paid are included. 

7. Loans: Reference may be made to the agreement and correspondence for getting the loan. If  interest on the 

loan has not been paid, he should see that it is shown as a liability. In case of bank overdraft, the 

agreement with the bank and the security offered should be examined. 

8. Contingent Liability : The auditors should consider the circumstance and the situation about the occurrence 

of that type of liabilities. 
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Appointment, Removal & Role of an Auditor under Companies Act 2013 

 Who is an Auditor? 

 All  the government and non-government organizations have to keep track of their 
accounts and audit reports as the financial year approaches. The financial 
statements of these firms need to be thoroughly analyzed and assessed before 
submitting them to the authorized departments. This assessment of financial 
documents is done by an Auditor. In case of any discrepancy in the reports, the 
auditor is held responsible. Thus, the requirement of an auditor is a must for every 
organization.  

 

Appointment of Auditor 

Å Every company must appoint its first auditor or an auditing firm within 30 days of 
registration of the company during the annual general meeting or within 90 days, in 
an Emergency General Body Meeting by the Board of Directors. The first auditor 
(or the auditing firm) appointed will  hold office from the conclusion of the meeting 
(in which the appointment of auditor has been made) to the time when the sixth 
annual general meeting is held (five years). Therein, the auditor appointments are 
reviewed every sixth year. 

Å A written consent from the auditor, with sufficient proof to suggest that the person 
(or firm) qualifies the criteria provided in Section 141 of the Act, needs to be 
submitted before an appointment. 
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Roles & Responsibilities of Auditor 

 The Companies Act, 2013 has revised and added new provisions under Role of Auditors as against 
the provisions made in the Companies Act, 1956. Accordingly, there are some very stringent norms 
and provisions made to the directors to make corporate governance clear and concise. The new 
norms also give an auditor a lot of additional responsibilities, and, therefore, liabilities under which, 
in case of any anomalies seen in the financial reports of the company, the auditor will  come under 
the scanner too. 

Roles and responsibilities of an auditor as prescribed by the Act: 

1. The Companies Act, 2013 has made various amendments in the duties and the powers exercised by the 
auditors all over the country. Every auditor can access the account statements and vouchers of the 
company any time and he can ask the officials in-charge to present the documents as and when asked 
for. 

2. He or she has to make sure that the loans and advances have been secured properly and are in the 
interests of the company and its members.  

3. All  the transactions and statements are true and are not detrimental to the company and its rules.  

4. In case of any fraud or discrepancy in the company records, the auditor should report the matter to the 
higher authorities with proper evidence, failing which, he can be fined for up to Rs.25 lakh for the 
error in judgment.  

5. The auditor should not provide services such as internal audits, bookkeeping, investment advisory or 
banking services and so on, to the company wherein he holds the position of óAuditorô of annual 
financial records. 

6. He/she shall comply with the auditing standards. 

7. If  the auditor, company secretary or the cost accountant fails to abide by the standards, they shall be 
punished with a fine amount that ranges from Rs 1 lakh to Rs 25 lakh. 

8. The auditor must exercise rights to access to all records in all subsidiaries if  required. 

9. He/she must make sure to have all the desired information, and have backups for the same, in certified 
copies. 
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 Removal of Auditor  

 

Å The Companies Act, 2013 lays the provision for the removal or change of auditor 
before the completion of his tenure. This happens in those cases where the 
organization is not satisfied with the services of the auditor. The procedure of the 
removal of the auditor has been given in the sub-section (1) of Section 140 of the 
Act. 

Å Before being removed by the firm, the auditor is given a fair and reasonable chance 
of laying down reasons for his inappropriate conduct. If  the auditor is being 
removed before the completion of his term, an approval from the central 
government is necessary before passing a special resolution by the company. 

Å The application to the Central Government has to be done in the form ADT-2 as 
prescribed in Rule 7 of the Companies (Audit & Auditors) Rules, 2014.  A 
prescribed fee provided under Section 12 of the Companies (Registration Offices 
and Fee) Rules, 2014 needs to be submitted along with this form. 

Å The application has to be made within thirty days of the resolution passed by the 
board. 

Å The company can hold a general meeting within sixty days of receipt of the 
approval of the Central Government for passing the auditor appointment resolution. 

Å If  you want to hire an auditor for your company, then you need to have a clear 
overview of the roles and responsibilities of an auditor. The rules related to 
appointment, reappointment, and removal of the auditor are certain factors that you 
need to consider before announcing recruitment. 
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Unit ï III Company Auditor: Audit and Auditors (brief Knowledge of 

Section 139 to 148 of companies Act, 2013), Rights. 

Audit  and Auditors  

Å The Ministry has taken a big step by notifying 183 major sections of Companies 

Act, 2013 w.e.f. 01.04.2014 out of which the provisions relating to Audit & 

Auditors is of utmost importance for all the Chartered professionals out there. This 

article contains the key amendments bought into effect in relation to audit and 

auditors and the way forward. 

Å Audit & auditors ranging from Sections 139 to 148 of the Companies Act, 2013 

(the óActô) along with Companies (Audit and Auditors) Rules, 2014 (the óRulesô) 

have been notified & they shall come into force on the 1st day of April,  2014. 
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Companies Act, 2013 
(New Act) 

Companies Act, 1956 
(Old Act) 

Section Title 

139 224, 224A, 619 Appointment of Auditors 

140 225 Removal, Resignation of auditor and giving of special notice. 

141 226 Eligibility, qualifications and disqualifications of auditors. 

142 224(8) Remuneration of auditors. 

143 227, 228, 263A Powers and duties of auditors and auditing standards. 

144 Nil  Auditor not to render certain services. 

145 229, 230 Auditors to sign audit reports, etc. (similar) 

146 231 Auditors to attend general meeting.(similar) 

147 232, 233, 233A Punishment for contravention. 

148 233B Central Government to specify audit of items of cost in respect 

of certain companies. (Cost Audit) 
24 
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Rights and Powers of Company Auditors  

According to Section 227(7) of the Companies Act, a company auditor has the following rights: 

 

1. Right of Access Books of Accounts: As per Section 227(1) of the Companies Act every auditor of the 
company has the right to access at all times to the books of accounts and vouchers of the company, 
whether kept at the head office of the company or elsewhere. Under section 209(1) (d), a company 
auditor has the right to examine the cost records also which are required to be maintained by certain 
companies relating to production sales, stores etc. 

2. Right to Obtain Information and Explanations: An auditor can call for any information or explanation 
from different officers of the company which he may think necessary for the performance of his 
duties. 

 Apart from the auditorôs right to obtain information and explanation it is the duty of every officer of 
the company to furnish without delay the information to the company auditor. If  the directors or 
officers of the company refuse to supply some information on the ground that in their opinion it is 
not necessary to furnish it, then the auditor has the right to mention that in his audit report. 

3. Right to Receive Notices and Other Communication Relating to General Meetings and to attend 
them: According to section 231, of the companies act an auditor of a company has the right to 
receive notices and other communications relating to the general meetings in the same way as that of 
the members of the company. 

 Similarly an auditor also has the right to attend any annual general meeting and also to be heard at 
those meetings which he attends and which concerns him as an auditor. The auditor also has the right 
to make a statement or explanation with regard to the accounts he has audited. But he auditor is not 
expected to answer questions in the general meeting. 
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4. Right to Visit Branches: According to section 228 of the companies act the auditor of the company has 
the right to visit the branch office or offices of the company. 

 He can also audit such accounts of eh offices of the company provided that there is not qualified 
auditor to audit the accounts of the branch office or offices of the company, in such cases, the auditor 
has the right to access at all times to the books of accounts and vouchers that the company maintains 
at branch office or offices. 

 Moreover section 226 of the companies act provides that in case of the company gets the branch 
accounts audited by some of the local auditors, even the auditor has access at all times, to the books, 
accounts an vouchers of the company and he can also visit the branches, if  he feels necessary. 

5. Right to Correct Any Wrong Statement: The company auditor is required to make a report to the 
members of the company on the accounts examined by him of the final accounts and the related 
documents which are laid down before the company in the general meeting. 

6. Right to sign the Audit Report: As per section 229 of the companies act only the person appointed as 
auditor of the company or where a firm is so appointed, only a partner in the firm practicing in India, 
may sign the audit report or authenticate any other document of the company required by law to be 
signed. 

7. Right to Being Indemnified: Under Section 633 of the Companies Act, an auditor is considered to be 
an officer of the company and he has the right to be indemnified out of the assets of the company 
against any liability  incurred by him in defending himself against any civil  and criminal proceedings 
by the company if  it is proved that the auditor has acted honestly or the judgment is delivered in his 
favour. 

8. Right to seek Legal and Technical Advice: The company auditor has the full  right to seek the opinion 
of the experts and to take their legal and technical advice so as to discharge his duties efficiently. 

9. Right to Receive Remuneration: As per Section 224(8) of the Companies Act, the company auditor has 
the right to receive remuneration provided he has completed the work which he has undertaken to do 
so. 
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Unit ï IV Management Accounting: Meaning, Nature, Objectives, Scope, Limitations. Capital Structure. 

Operating and Combined Leverages. 

 

Concept of Management Accounting: 

Å In ordinary language any system of accounting, which assists management in 
carrying out its functions more efficiently may be termed as management 
accounting. The Institute of Chartered Accountants of England and Wales has stated 
that ñany form of accounting, which enables a business to be conducted more 
efficiently can be regarded as Management Accounting.ò 

Å On the same lines, Robert N. Antony has stated, ñManagement accounting is 
concerned with accounting information which is useful to management.ò However, 
these definitions are very general in nature. 

 

Some of the important specific definitions are as follows: 

Å The Institute of Cost and Management Accountants, London has defined 
Management Accounting as the ñapplication of professional knowledge and skill in 
the preparation of accounting information in such a way as to assist management in 
the formation of policies and in the planning and control of the operations of the 
undertakingsò. 

Å The American Accounting Association has defined as follows: 

 ñManagement Accounting is the application of appropriate techniques and concepts 
in processing historical and projected economic data of an entity to assist 
management in establishing plans for reasonable economic objectives in the making 
of rational decisions with a view towards these objectives.ò 
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Advantages and Objectives of Management Accounting 

 There are many objectives of but the prime objective is to assist the management team of 
an organization in improving the quality of their decisions. Purpose of management 
accounting is to help the managerial team with financial information so that they can 
execute business operations and activities more efficiently. Following is the list of all 
benefits of management accounting ï 

Å Decision Making 

Å Planning 

Å Controlling business operations 

Å Organizing 

Å Understanding financial data 

Å Identifying business problem areas 

Å Strategic Management 

 

Limitations  of Management Accounting: 

Å Data based on Financial accounting ï Decisions taken by the management team are 
based on the data provided by Financial Accounting 

Å Less knowledge ï Management has insufficient knowledge of economics, finance, 
statistics, etc. 

Å Outdated data ï Management team receives historical data, which may change 
eventually when management is taking the decisions. 

Å Expensive ï Setting up a management accounting system requires a lot of investment. 
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Nature of Management Accounting: 

 

(i) Technique of Selective Nature: Management Accounting is a technique of selective 
nature. It takes into consideration only that data from the income statement and 
position state merit which is relevant and useful to the management. Only that 
information is communicated to the management which is helpful for taking 
decisions on various aspects of the business. 

(ii)  Provides Data and not the Decisions: The management accountant is not taking any 
decision by provides data which is helpful to the management in decision-making. 
It can inform but cannot prescribe. It is just like a map which guides the traveler 
where he will  be if  he travels in one direction or another. Much depends on the 
efficiency and wisdom of the management for utilizing the information provided by 
the management accountant. 

(iii)  Concerned with Future: Management accounting unlike the financial accounting 
deals with the forecast with the future. It helps in planning the future because 
decisions are always taken for the future course of action. 

(iv) Analysis of Different Variables: Management accounting helps in analyzing the 
reasons as to why the profit or loss is more or less as compared to the past period. 
Moreover, it tries to analyse the effect of different variables on the profits and 
profitability of the concern. 

(v) No Set Formats for Information: Management accounting will  not provide 
information in a prescribed Performa like that of financial accounting. It provides 
the information to the management in the form which may be more useful to the 
management in taking various decisions on the various aspects of the business. 
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Scope of Management Accounting: 

 

 The main concern of management accounting is to provide necessary quantitative and 
qualitative information to the management for planning and control. For this purpose it draws 
out information from accounting as well as non-accounting sources. 

 Hence, its scope is quite vast and it includes within its fold almost all aspects of business 
operations. However, the following areas may rightly be pointed out as lying within the scope 
of management accounting. 

i. Financial Accounting: The major function of management accounting is the rearrangement or 
modification of data. Financial accounting provides the very basis for such a function. Hence, 
management accounting cannot obtain full  control and coordination of operations without a 
well-designed financial accounting system. 

ii . Cost Accounting: Planning, decision-making and control are the basic managerial functions. 
The cost accounting system provides necessary tools such as standard costing, budgetary 
control, inventory control, marginal costing, and differential costing etc., for carrying out such 
functions efficiently. Hence, cost accounting is considered a necessary adjunct of management 
accounting. 

iii . Revaluation Accounting: Revaluation or replacement value accounting is mainly concerned 
with ensuring that capital is maintained in real terms and profit is calculated on this basis. 

iv. Statistical Methods: Statistical tools such as graph, charts, diagrams and index numbers etc., 
make the information more impressive and comprehensive. Other tools such as time series, 
regression analysis, sampling techniques etc., are highly useful for planning and forecasting. 
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v. Internal  Audit : This includes the development of a suitable system of internal audit 
for internal control. 

vi. Taxation: This includes computation of income tax as per tax laws and regulations, 
filing of returns and making tax payments. In recent times, it also includes tax 
planning. 

vii . Organization and Methods [O&M] : O&M deal with organizations reducing cost 
and improving the efficiency of accounting, as also of office systems, procedures, 
and operations etc. 

viii . Office Services: This includes maintenance of proper data processing and other 
office management services, communication and best use of latest mechanical 
devices. 

ix. Law: Most of the management decisions have to be taken in a legal environment 
where the requirements of a number of statutory provisions or regulations are to be 
fulfilled . 

x. Operations Research: Modern managements are faced with highly complicated 
business problems in their decision-making processes. O P techniques like linear 
programming, queuing theory, decision theory, etc., enable management to find 
scientific solutions for the business problems. 

xi. Internal  Reporting: This includes the preparation of quarterly, half yearly, and 
other interim reports and income statements, cash flow and funds flow statements, 
scarp reports, etc. 
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Capital Structure 

 

Å Capital structure is the mix of owner-supplied capital (equity, reserves, 
surplus) and borrowed capital (bonds, loans) that a firm uses to finance 
business operations. Whether to finance through debt, equity, or a 
combination of both is a result of several factors. These include business 
risks, management style, control, exposure to taxes, financial flexibility,  
and market conditions. 

Å In financial management, your goal is to maximize shareholders' wealth - 
that is, to increase the value of your firm as reflected in the stock price. The 
value of your company depends on its earnings as well as its weighted 
average cost of capital (WACC). The WACC is oftentimes referred to as 
your firm's cost of capital since it indicates the rate of return that equity 
owners and lenders can expect from the company. 

Å In running JJ Company, you have the option to finance it either through 
debt or with equity. Hence, in computing for weighted average cost of 
capital, you will  have to separately weigh the cost of the firm's debt and 
equity by its proportional weight to the total capital. Since WACC is the 
required return on investors' money, it's often used by management in 
making long-term decisions, such as mergers and company expansion. 
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Operating Leverage: 

 Operating leverage refers to the use of fixed operating costs such as depreciation, insurance of 

assets, repairs and maintenance, property taxes etc. in the operations of a firm. But it does not 

include interest on debt capital. Higher the proportion of fixed operating cost as compared to 

variable cost, higher is the operating leverage, and vice versa. 

 

Degree of operating leverage = Percentage change in EBIT / Percentage Change in Units Sold 

 

In  practice, a firm  will  have three types of cost viz: 

 (i) Variable cost that tends to vary in direct proportion to the change in the volume of activity, 

 (ii)  Fixed costs which tend to remain fixed irrespective of variations in the volume of activity 

within a relevant range and during a defined period of time, 

 (iii)  Semi-variable or Semi-fixed costs which are partly fixed and partly variable. They can be 

segregated into variable and fixed elements and included in the respective group of costs. 

 

Å Operating leverage occurs when a firm incurs fixed costs which are to be recovered out of 

sales revenue irrespective of the volume of business in a period. In a firm having fixed costs 

in the total cost structure, a given change in sales will  result in a disproportionate change in 

the operating profit or EBIT of the firm. 

Å If  there is no fixed cost in the total cost structure, then the firm will  not have an operating 

leverage. In that case, the operating profit or EBIT varies in direct proportion to the changes 

in sales volume. 
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Å Operating leverage is associated with operating risk or business risk. The higher the fixed operating 

costs, the higher the firmôs operating leverage and its operating risk. Operating risk is the degree of 

uncertainty that the firm has faced in meeting its fixed operating cost where there is variability of 

EBIT. 

Å It arises when there is volatility in earnings of a firm due to changes in demand, supply, economic 

environment, business conditions etc. The larger the magnitude of operating leverage, the larger is 

the volume of sales required to cover all fixed costs. 

 

Importance of Operating Leverage: 

1. It gives an idea about the impact of changes in sales on the operating income of the firm. 

2. High degree of operating leverage magnifies the effect on EBIT for a small change in the sales 

volume. 

3. High degree of operating leverage indicates increase in operating profit or EBIT. 

4. High operating leverage results from the existence of a higher amount of fixed costs in the total cost 

structure of a firm which makes the margin of safety low. 

5. High operating leverage indicates higher amount of sales required to reach break-even point. 

6. Higher fixed operating cost in the total cost structure of a firm promotes higher operating leverage and 

its operating risk. 

7. A lower operating leverage gives enough cushion to the firm by providing a high margin of safety 

against variation in sales. 
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2. Financial Leverage: 

 Financial leverage is primarily concerned with the financial activities which involve 

raising of funds from the sources for which a firm has to bear fixed charges such as 

interest expenses, loan fees etc. These sources include long-term debt (i.e., debentures, 

bonds etc.) and preference share capital. 

 

Å Long term debt capital carries a contractual fixed rate of interest and its payment is 

obligatory irrespective of the fact whether the firm earns a profit or not. 

Å As debt providers have prior claim on income and assets of a firm over equity 

shareholders, their rate of interest is generally lower than the expected return in equity 

shareholders. Further, interest on debt capital is a tax deductible expense. 

Å These two facts lead to the magnification of the rate of return on equity share capital and 

hence earnings per share. Thus, the effect of changes in operating profits or EBIT on the 

earnings per share is shown by the financial leverage. 

Å Favorable or positive financial leverage occurs when a firm earns more on the assets/ 

investment purchased with the funds, than the fixed cost of their use. Unfavorable or 

negative leverage occurs when the firm does not earn as much as the funds cost. 

Å Thus shareholders gain where the firm earns a higher rate of return and pays a lower rate 

of return to the supplier of long-term funds. The difference between the earnings from 

the assets and the fixed cost on the use of funds goes to the equity shareholders. 

Financial leverage is also, therefore, called as ótrading on equityô. 
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Å Financial leverage is associated with financial risk. Financial risk refers to risk of the firm not 

being able to cover its fixed financial costs due to variation in EBIT. With the increase in 

financial charges, the firm is also required to raise the level of EBIT necessary to meet 

financial charges. If the firm cannot cover these financial payments it can be technically 

forced into liquidation. 

 

Degree of Financial leverage (DFL) = EBIT / EBT 

 

Importance of Financial Leverage: 

Å The financial leverage shows the effect of changes in EBIT on the earnings per share. So it 

plays a vital role in financing decision of a firm with the objective of maximising the ownerôs 

wealth. 

Å The importance of financial leverage: 

Å 1. It helps the financial manager to design an optimum capital structure. The optimum capital 

structure implies that combination of debt and equity at which overall cost of capital is 

minimum and value of the firm is maximum. 

Å 2. It increases earning per share (EPS) as well as financial risk. 

Å 3. A high financial leverage indicates existence of high financial fixed costs and high financial 

risk. 

Å 4. It helps to bring balance between financial risk and return in the capital structure. 

Å 5. It shows the excess on return on investment over the fixed cost on the use of the funds. 
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3. Combined Leverage: 

 

 Operating leverage shows the operating risk and is measured by the 
percentage change in EBIT due to percentage change in sales. The 
financial leverage shows the financial risk and is measured by the 
percentage change in EPS due to percentage change in EBIT. 

 

 Both operating and financial leverages are closely concerned with 
ascertaining the firmôs ability to cover fixed costs or fixed rate of 
interest obligation, if  we combine them, the result is total leverage 
and the risk associated with combined leverage is known as total 
risk. It measures the effect of a percentage change in sales on 
percentage change in EPS. 

 

Combined Leverage = Operating leverage x Financial leverage 
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Unit ï V Financial Statement Analysis: Meaning & Nature. Techniques of Financial 

analysis: Comparative Statement, Common Size Statements & Trend Analysis. Purpose 

of Income Statement and Balance Sheet. Cash Flow Statement . 

  

Meaning of Financial Statements: 

 A financial statement is a collection of data organized according to logical and consistent 

accounting procedures. Its purpose is to convey an understanding of some financial aspects of 

a business firm. It may show a position at a moment in time, as in the case of a balance sheet, 

or may reveal a series of activities over a given period of time, as in the case of an income 

statement. 

 Thus, the term ófinancial statementsô generally refer to the two statements: 

 (i) The position statement or the balance sheet; and 

 (ii)  The income statement or the profit and loss account. 

 

Å Financial statements are the outcome of summarizing process of accounting. In the words of 

John N. Myer, ñThe financial statements provide a summary of the accounts of a business 

enterprise, the balance sheet reflecting the assets, liabilities and capital as on a certain date 

and the income statement showing the results of operations during a certain period.ò Financial 

statements are prepared as an end result of financial accounting and are the major sources of 

financial information of an enterprise. 

Å Financial statements are also called financial reports. In the words of Anthony, ñFinancial 

statements, essentially, are interim reports, presented annually and reflect a division of the life 

of an enterprise into more or less arbitrary accounting period-more frequently a year.ò 
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Nature of Financial Statements: 

 The financial statements are prepared on the basis of recorded facts. The recorded facts are 

those which can be expressed in monetary terms. The statements are prepared for a particular 

period, generally one year. The transactions are recorded in a chronological order, as and 

when the events happen. 

 The accounting records and financial statements prepared from these records are based on 

historical costs. The financial statements, by nature, are summaries of the items recorded in 

the business and these statements are prepared periodically, generally for the accounting 

period. 

 The American Institute of Certified Public Accountants states the nature of financial 

statements as ñFinancial Statements are prepared for the purpose of presenting a periodical 

review of report on progress by the management and deal with the status of investment in the 

business and the results achieved during the period under review. They reflect a combination 

of recorded facts, accounting principles and personal judgments.ò 

 

 According to John N. Myer, ñThe financial statements are composed of data which is the 

result of combinations of: 

 (1) Recorded facts concerning the business transactions, 

 (2) Conventions adopted to facilitate the accounting technique, 

 (3) Postulates, or assumptions made to and 

 (4) Personal judgments used in the application of the conventions and postulates.ò 
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Financial Analysis: 

 Financial Analysis is defined as being the process of identifying financial strength and 

weakness of a business by establishing relationship between the elements of balance sheet and 

income statement. The information pertaining to the financial statements is of great 

importance through which interpretation and analysis is made. It is through the process of 

financial analysis that the key performance indicators, such as, liquidity solvency, 

profitability as well as the efficiency of operations of a business entity may be ascertained, 

while short term and long term prospects of a business may be evaluated. Thus, identifying 

the weakness, the intent is to arrive at recommendations as well as forecasts for the future of a 

business entity. 

 

 Financial analysis focuses on the financial statements, as they are a disclosure of a financial 

performance of a business entity. ñA Financial Statement is an organized collection of data 

according to logical and consistent accounting procedures. Its purpose is to convey an 

understanding of some financial aspects of a business firm. It may show assets position at 

a moment of time as in the case of balance sheet, or may reveal a series of activities over a 

given period of times, as in the case of an income statement.ò 

  

 Since there is recurring need to evaluate the past performance, present financial position, the 

position of liquidity and to assist in forecasting the future prospects of the organization, 

various financial statements are to be examined in order that the forecast on the earnings may 

be made and the progress of the company be ascertained. 
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Å Comparative Financial Statements: It is an important method of analysis which is 

used to make comparison between two financial statements. Being a technique of 

horizontal analysis and applicable to both financial statements, income statement and 

balance sheet, it provides meaningful information when compared to the similar data of 

prior periods. The comparative statement of income statements enables to review the 

operational performance and to draw conclusions, whereas the balance 

sheets, presenting a change in the financial position during the period, show the effects 

of operations on the assets and liabilities. Thus, the absolute change from one period to 

another may be determined. 

Å Common Size Statements: The figures of financial statements are converted to 

percentages. It is performed by taking the total balance sheet as 100. The balance sheet 

items are expressed as the ratio of each asset to total assets and the ratio of each liability  

to total liabilities. Thus, it shows the relation of each component to the whole - Hence, 

the name common size. 

Å Trend Analysis: It is an important tool of horizontal analysis. Under this analysis, ratios 

of different items of the financial statements for various periods are calculated and the 

comparison is made accordingly. The analysis over the prior years indicates the trend or 

direction. Trend analysis is a useful tool to know whether the financial health of a 

business entity is improving in the course of time or it is deteriorating. 
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The Purpose of a Balance Sheet &  Income Statement 

 The purpose of financial statements is to tell you where you are, what areas are performing 

well and which sectors are lagging behind. The idea is to identify nonperforming areas and 

take corrective actions to get back on course toward achieving the company's goals. 

Å Purpose of a Balance Sheet - A balance sheet is a snapshot of a company's assets and 

liabilities at a specific point in time. 

 It lists all the company's assets in cash balances, accounts receivable, inventory and fixed 

assets, including real estate, plant buildings and equipment. The liabilities side of the balance 

sheet itemizes all the company's debts ï short- and long-term and the amount of equity 

capital. 

 Managers use a balance sheet to analyze the liquidity and financial leverage of the company. 

Å Purpose of an Income Statement - The income statement, also known as a profit-and-loss 

statement, shows total revenues and total expenses over a specific time period. Accountants 

typically prepare income statements on a monthly, quarterly and annual basis. 

 The goal of a business is to make a profit. The income statement shows whether the company 

is making a profit or not. It sums up all the company's revenues and subtracts all of its 

expenses. Whatever is left is a profit or loss. Managers must know how their business is 

performing and if  it is profitable. If  not, changes must be made, or the company will  go out of 

business. 

 Managers use the income statement to analyze the profit and expense performance of their 

businesses. 

42 
B.COM 

Course Name : B.Com 3rd Year                                      Subject Code:3BCOM01  



The statement of cash flows 

 The Statement of Cash Flows (also referred to as the cash flow statement) is one of the three 

key financial statements that report the cash generated and spent during a specific period of 

time (e.g., a month, quarter, or year). The statement of cash flows acts as a bridge between 

the income statement and balance sheet by showing how money moved in and out of the 

business. 

 

Cash Flow Classifications 

 1. Operating Cash Flow - Operating activities are the principal revenue-producing activities of 

the entity. Cash Flow from Operations typically includes the cash flows associated with sales, 

purchases, and other expenses. The companyôs chief financial officer (CFO) chooses between 

the direct and indirect presentation of operating cash flow: 

 2. Investing Cash Flow - Cash Flow from Investing Activities includes the acquisition and 

disposal of non-current assets and other investments not included in cash equivalents. 

Investing cash flows typically include the cash flows associated with buying or 

selling property, plant and equipment (PP&E), other non-current assets, and other financial 

assets. 

 3. Financing Cash Flow - Cash Flow from Financing Activities are activities that result in 

changes in the size and composition of the equity capital or borrowings of the entity. 

Financing cash flows typically include cash flows associated with borrowing and repaying 

bank loans, and issuing and buying back shares. The payment of a dividend is also treated as a 

financing cash flow. 
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I Introduction of GST, IGST Act 2017 
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Introduction of GST 
Å GST is one indirect tax for the whole nation, which will  make India one 

unified common market. The GST intends to subsume most indirect taxes 
under a single taxation regime. GST is a single tax on the supply of goods 
and services, right from the manufacturer to the consumer. Credits of input 
taxes paid at each stage will  be available in the subsequent stages of value 
addition, which makes GST essentially a tax only on value addition at each 
stage. The final consumer will  thus bear only the GST charged by the last 
dealer in the supply chain, with set-off benefits at all the previous stages. 
This is expected to help broaden the tax base, increase tax compliance, and 
reduce economic distortions caused by inter-state variations in taxes. 

Å In keeping with the federal structure of India, it is proposed that the GST 
will  be levied concurrently by the central government (CGST) and the state 
government (SGST). It is expected that the base and other essential design 
features would be common between CGST and SGSTs for individual 
states. The inter-state supplies within India would attract an integrated GST 
(IGST), which is the aggregate of CGST and the SGST of the destination 
state. 
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IGST Act, 2017 

Å The IGST full  form under GST law is Integrated Goods and Service Tax. It 
is called as IGST Act 2017. 

Å The scope of IGST Model gives meaning to the GST Act of which IGST is 
one of the component. The IGST Act clarifies that Centre would levy IGST 
which would be CGST plus SGST on all inter-State transactions of taxable 
goods and services with appropriate provision for consignment or stock 
transfer of goods and services. 

Å The seller making supply outside the state will  pay IGST on value addition 
after adjusting available credit of IGST, CGST, and SGST on his purchases. 
And the exporting State will  transfer to the Centre the credit of SGST used 
in payment of IGST. 

Å On the other hand, the Importing dealer will  claim credit of IGST while 
discharging his output tax liability  in his own State. The Centre will  then 
transfer to the importing State the credit of IGST used in payment of SGST. 

Å The relevant information will  also be submitted to the Central Agency 
which will  act as a clearing house mechanism, verify the claims and inform 
the respective governments to transfer the funds. 
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Types of GST in India  

 

Å Central Goods & Service Tax (CGST) 

 As per the Central Goods & Services Tax Act 2016, CGST is the 

centralized part of GST that subsumes the present central taxations 

and levies- Central Sales Tax, Central Excise Duty, Services Tax, 

Excise Duty under Medical & Toiletries Preparation Act, Additional 

Excise Duties Countervailing Duty (CVD), Additional Custom Duty 

and other centralized taxations. CGST is applicable on the supply of 

goods and services of standard services and commodities which can 

be amended periodically by a specialized body under the central 

government. The revenue collected under CGST belongs to the 

central government. The input tax is given to the state governments 

which they can utilize only against the payment of CGST. 
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Å State Goods & Services Tax (SGST) 

 SGST is an important part of GST. It stands for State Goods & Services 
Tax as per the 2016 GST bill . Various taxations and levies under the state 
authority are subsumed by SGST as one uniform taxation. It includes the 
amalgamation of State Sales Tax, Luxury Tax, Entertainment Tax, Levies 
on Lottery, Entry Tax, Octroi and other taxations related to the movement 
of commodities and services under state authority through one uniform 
taxation- SGST. Revenue collected under SGST belongs to the State 
Government. However, the mainstream framework of the state governing 
body will  be supervised by the central government. Each state will  be 
having their own State Authority to collect SGST. 

 

Å Integrated Goods & Services Tax (IGST) 

 GST focuses on the concept of one tax, one nation. IGST stands for 
Integrated Goods and Services Tax which is charged on the supply of 
commodities and services from one state to another state. For example, if  
the supply of goods and services occurs between Gujarat and Maharashtra, 
IGST will  be applicable. Under Article 269A of the Indian Constitution, the 
inter-state trade and commerce activities that involve the movement of 
commodities and services shall be levied with an integrated tax (IGST) 
under the GST regime. The Government of India will  collect the revenue 
under IGST. Further changes can be made by the Goods and Services Tax 
Council of India. 
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Å Union Territory  Goods &  Services Tax (UTGST) 

 As we have already learned about CGST and SGST which are intra-state 

taxations and IGST which is inter-state, the union territories in India are 

accounted under a specialized taxation called Union Territory Goods and 

Services Tax as per the GST regime 2016. It will  subsume the various 

taxations, levies and duties with one uniform taxation in Union Territories 

as well. 

 Delhi (Indiaôs Capital Territory), Chandigarh, Dadra & Nagar Haveli, 

Andaman & Nicobar Islands, Daman & Diu, Lakshadweep and 

Pondicherry are the prominent union territories in India. UTGST will  

account for all the taxations under these union territories in India. The 

parliament is looking forward to implement a separate act to impose and 

supervise GST in Union Territories under the name of UTGST act. The bill  

will  be presented in respective union territories for further changes in the 

implementation of GST. 
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Nature of Supply 

Inter -state Supply 

Å Under GST, supply of goods or services from one state to another would be 

called as interstate supply. The GST Act defines interstate supply as when 

the location of the supplier and the place of supply for the customer are in: 

 Two different States; or 

 Two different Union territories; or 

 State and a Union territory. 

 

Å In addition to the above, the supply of goods imported into India, till  they 

cross the customs station is also classified as interstate supply. Also, supply 

of goods or services to or by a Special Economic Zone developer or a 

Special Economic Zone unit is classified as interstate supply. 
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Intra -state Supply 

Å Under GST, supply of goods or services within the same state or Union 

territory is called as intrastate supply. However, supply of goods or services 

to a Special Economic Zone developer or Special Economic Zone unit 

situated within the same state would not be intrastate supply. As any supply 

of goods or services to a Special Economic Zone developer or Special 

Economic Zone unit is classified as interstate supply. 
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 What is composite supply under GST? 

 Composite supply means a supply comprises two or more goods/services, 

which are naturally bundled and supplied in with each other in the ordinary 

course of business, one of which is a principal supply. It means that the 

items are generally sold as a combination. The items cannot be supplied 

separately. 

 

 What is mixed supply under GST? 

 Mixed supply under GST means a combination of two or more goods or 

services made together for a single price. Each of these items can be 

supplied separately and is not dependent on any other. 

 Under GST, a mixed supply will have the tax rate of the item which has the 

highest rate of tax. 
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 What is Continuous Supply of Goods? 

 As per section 2(33) of the CGST Act, 2017, ñcontinuous supply of goodsò 

means a supply of goods which is provided, or agreed to be provided, 

continuously or on recurrent basis, under a contract, whether or not by 

means of a wire, cable, pipeline or other conduit, and for which the supplier 

invoices the recipient on a regular or periodic basis and includes supply of 

such goods as the Government may, subject to such conditions, as it may, 

by notification, specify. 

 

 What is Zero-Rated Supply in GST? 

 Zero-Rated Supply means goods and services sold by the companies are 

free from Goods and Services Tax (GST). No GST will  be charged on these 

goods & services. 
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 Taxable supply  

 Taxable supply has been broadly defined and means any supply of goods or 
services or both which, is leviable to tax under the Act. Exemptions may be 
provided to the specified goods or services or to a specified category of 
persons/ entities making supply. Supply in the Taxable Territory. 

 

 Non-Taxable supply  

 As per GST terms, Non-taxable supply means a supply of goods or services 
or both which is not leviable to tax under this Act or under the Integrated 
Goods and Services Tax Act  and Taxable supply means a supply of goods 
or services or both which is leviable to tax under Central Goods and 
Service Tax Act, 2017. 

 

 Composite Scheme of GST 

 Composition Scheme is a simple and easy scheme under GST for 
taxpayers. Small taxpayers can get rid of tedious GST formalities and pay 
GST at a fixed rate of turnover. This scheme can be opted by any taxpayer 
whose turnover is less than Rs. 1.0 crore. 
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Input Tax Credit (ITC) 
Å Input Tax Credit means reducing the taxes paid on inputs from taxes to be paid on 

output. When any supply of services or goods is supplied to a taxable person, the 
GST charged is known as Input Tax. The concept is not entirely new as it already 
existed under the pre-GST indirect taxes regime (service tax, VAT and excise duty). 
Now its scope has been widened under GST.  

Å Earlier, it was not possible to claim input tax credit for Central Sales Tax, Entry 
Tax, Luxury Tax and other taxes. In addition, manufacturers and service providers 
could not claim the Central Excise duty. During the pre-GST era, cross-credit of 
VAT against service tax/excise or vice versa was not allowed. But under GST, since 
these taxes will  be subsumed into one tax, there will  not be the restriction of setting 
off this input tax credit. 

Å The conditions to claim Input Tax Credit under GST is a very critical activity for 
every business to settle the tax liability. 

Å Input Tax Credit canôt be applied to all type of inputs, each state or a country can 
have different rules and regulations. Input Tax Credit is also viable to a dealer who 
has purchased good to resale. Tax Credit is the backbone of GST and for registered 
persons is a major matter of concern. This is majorly in line with the pre-GST 
regime. These rules are quite stringent and particular in their approach. 

Å Say for instance that you are a manufacturer. The tax to be paid on the final product 
is INR 450. The purchase tax paid is INR 300. The input credit you claim is INR 
300, and the final taxes you will  pay is INR 150. 
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 How to claim Input  Tax Credit  (ITC)?  

Å The following conditions have to be met to be entitled to Input Tax Credit 
under the GST scheme: 

Å One must be a registered taxable person. 

Å One can claim Input Tax Credit only if  the goods and services received is 
used for business purposes. 

Å Input Tax Credit can be claimed on exports/zero-rated supplies and are 
taxable. 

Å For a registered taxable person, if  the constitution changes due to merger, 
sale or transfer of business, then the Input Tax Credit which is unused shall 
be transferred to the merged, sold or transferred business. 

Å One can credit the Input Tax Credit in his Electronic Credit Ledger in a 
provisional manner on the common portal as prescribed in model GST law. 

Å Supporting documents ï debit note, tax invoice, supplementary invoice, are 
needed to claim the Input Tax Credit. 

Å If  there is an actual receipt of goods and services, an Input Tax Credit can 
be claimed. 

Å The Input Tax should be paid through Electronic Credit/Cash ledger. 
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Procedure of Registration under GST 
 If  you fail to register for GST, you can incur heavy fines and penalties that 

can go up to 100% of your owed tax amount. Registering for GST means 
you can also collect GST from your customers. Thus, in order to avoid any 
conflict with the law, it is essential that you register for GST. 

 

 When is it  required for a business owner to register for GST? 

 It is mandatory for you register for GST and have a GSTIN if : 

Å You have an annual turnover limit  above Rs.20 lakh for your intrastate 
business 

Å Your business located in any of the listed special states (such as Assam, 
Jammu & Kashmir, Himachal Pradesh, etc.) has an annual turnover of over 
Rs.10 lakh 

Å If  you own an e-commerce business 

Å If  you own an inter-state business 

Å If  you are required to pay tax under reverse charge 

Å If  you are required to pay tax under Section 9, sub-section (5) 

Å You are a non-resident liable to pay taxes producing taxable supply 
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 How to register for GST 

Å Use your PAN, email ID and mobile number to fill  out GST REG-01 and submit the 
same 

Å Verify your mobile number and email ID with a one-time password after PAN 
verification 

Å Store the application reference number [ARN] sent to your mobile number and 
email ID after verification is complete 

Å Put in your ARN number and attach supporting documents where required 

Å Fill  out the automatically generated GST REG-03 form in case additional 
information is required 

Å After verification of all information submitted, a certificate of registration will  be 
issued to you within 3 working days 

  

 What are the documents required for GST registration? 

Å Certificate of Incorporation 

Å Authorized signatoryôs photo 

Å Stakeholderôs photo (Promoter / Partner) 

Å Proof of business address which includes electricity bill  or property tax receipt or 
legal ownership document 

Å Copy of Resolution passed by BOD/ Managing Committee and Acceptance letter or 
letter of Authorization 

Å Proof of bank accounts details which includes a copy of your bank statement, or the 
first page of your Pass Book 
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Administration of GST Regime, Demand and Recovery  

 Administration  of GST Regime 

Å According to the federal structure of Goods and Services Tax in India, the 
taxation system has been divided into two parts ï Central GST (CGST) and 
State GST (SGST). In this case Centre and States will  simultaneously levy 
Goods and Services Tax across the value chain. The Goods and Services 
Tax will  be levied on every supply of goods and services. Centre would 
levy and collect Central Goods and Services Tax (CGST), and States would 
levy and collect the State Goods and Services Tax (SGST) on all 
transactions within a State. 

Å This topics concentrates on defining the concepts of GSTN. GSTN Act 
Commencement, Powers of Officer, Tax exemption and Levy, Time value 
of money and Input tax credit. Let us now start defining the concept of 
GSTN. 

Å GSTN abbreviated as Goods and Services Tax Network, is a not-for-profit, 
non-Government Company to provide shared IT infrastructure and services 
to Central and State Governments, tax payers and other stakeholders. The 
key objectives of GSTN are to provide a standard and uniform interface to 
the taxpayers, and shared infrastructure and services to Central and 
State/UT governments. Goods and Services Tax Network (GSTN) is a 
Section 8 (under new companies Act, not for profit companies are governed 
under section 8), non-Government, private limited company. It was 
incorporated on March 28, 2013. 59 B.COM 
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 What is Demand and Recovery under GST? 

 Demand means the wish or desire of a consumer to get or acquire goods or 

services. When there will  be more demands, the market will  flourish. It is 

an action that leads to the growth of the economy. The government imposes 

a tax on every goods and service. Every person is liable to pay the tax to 

the Government when they purchase the goods. When a person fails to 

oblige with his duty, the Government has to recover the tax from the 

defaulter. Tax is the basic source for the Government to run the economy of 

the country failing in which causes the economic imbalances. The 

government adopts strict measures to recover the tax from the defaulters.  

 Issuance of Demand Notice  

 Demand notice is a notice which is sent by the authority under Goods and 

Service Tax (GST) to communicate its taxpayers. 
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Penalty and Interest under Goods and Services Tax 

 Sr. 

No. 

Situations Section 73of the Central 

Goods and Services Tax, 

2017. 

 

Section 74of the Central 

Goods and Services Act, 

2017. 

(Case of suppression or 

fraud or misstatement) 

 

1. Before show 

cause notice 

is issued 

There shall be no-issuance of 

penalty or notice and the 

taxpayer pays the due tax 

including the interest which is 

applicable 

There shall be no-issuance of 

notice and the taxpayer pays 

the due tax including the 

penalty and interest @15% of 

the amount due on  a tax 

2. After show 

cause notice 

is issued 

A taxpayer is required to pay 

the due tax within the period of 

30 days from the issue of show 

cause notice along with the 

interest which is applicable and 

there shall be no penalty after 

the payment of due tax. 

A taxpayer is required to pay 

the due tax along with the 

interest and penalty @25 

% and payment must be 

within the period of 30 days 

of issue of show cause notice. 
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Sr. 

No. 

Situations Section 73of the Central 

Goods and Services Tax, 2017. 

Section 74of the Central 

Goods and Services Act, 

2017. 

(Case of suppression or 

fraud or misstatement) 

3. After an 

order is 

issued 

A taxpayer may avoid the 

prosecution even after the 

issuance of the order if  he will  

pay the interest, tax or penalty 

on time. 

A taxpayer pays tax including 

the penalty and interest @50% 

of the due amount of tax. After 

the payment of due tax, the 

proceeding shall be deemed to 

be completed. 

4. Other 

Cases 

A taxpayer is required to pay the 

due amount of tax along with 

penalty and interest equal to of 

@10% of the due amount tax or 

Rs. 10,000 (whichever is higher) 

within 30 days from the 

communication of the decision. 

A taxpayer is required to pay 

the due tax along with the 

penalty and interest @100% of 

the due amount of tax. 
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 What is the difference between search &  inspection?  

  

 Search 

 Search involves an attempt to find something. Search, in tax/legal parlance, 
is an action of a government official (a tax officer or a police officer, 
depending on the case) to go and look through or examine carefully a 
place, person, object etc. in order to find something concealed or to 
discover evidence of a crime. The search can only be done under the proper 
and valid authority of law. 

  

 Inspection  

 Inspection is the act of examining something, often closely. In tax/legal 
language, it is a softer provision than search. It enables officers to access 
any place of business of a taxable person and also any place of business of 
a person engaged in transporting goods or who is an owner/operator of a 
warehouse or godown. 
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Unit - 1  Insurance: An Introduction :  

Å Insurance is a contract, represented by a policy, in which an 
individual or entity receives financial protection or reimbursement 
against losses from an insurance company. The company pools 
clients' risks to make payments more affordable for the insured. 

Å Insurance policies are used to hedge against the risk of financial 
losses, both big and small, that may result from damage to the 
insured or her property, or from liability  for damage or injury caused 
to a third party. 

 

 Risk management is the process of identifying, assessing and 
controlling threats to an organization's capital and earnings. These 
threats, or risks, could stem from a wide variety of sources, 
including financial uncertainty, legal liabilities, 
strategic management errors, accidents and natural disasters. 
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Principles of Insurance 

ÅThere are seven basic principles that create 
an insurance contract between the insured 
and the insurer: 

Å Utmost Good Faith. 

Å Insurable Interest. 

Å Proximate Cause. 

Å Indemnity. 

Å Subrogation. 

Å Contribution. 

Å Loss Minimization. 

 

 

 

Unit - 1  Insurance: An Introduction :  
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Types of insurance 

Here are eight types of insurance, and eight reasons you might need them. 

Å Health insurance. ... 

Å Car insurance. ... 

Å Life insurance. ... 

Å Homeowners insurance. ... 

Å Umbrella insurance. ... 

Å Renters insurance. ... 

Å Travel insurance. ... 

Å Pet insurance. 

Unit - 1  Insurance: An Introduction :  
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Fire insurance is property insurance that covers damage and losses caused by fire . The 

purchase of fire insurance in addition to homeowners or property insurance helps to cover 

the cost of replacement, repair or reconstruction of property, above the limit set by the 

property insurance policy.  

 

 Types of fire insurance plans 

 

 a) valued policy: . 

b) specific policy:  

c) average policy:  

d) floating policy:  

e) consequential loss policy:  

f) comprehensive policy:  

g) replacement policy:  

 

Unit - 2  Fire  and Life insurance 
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Marine insurance is a type of insurance that covers cargo losses or damage caused to 

ships, cargo vessels, terminals, and any transport in which goods are transferred or 

acquired between different points of origin and their final destination.  

 

 Despite following laws and safety regulations, transporters canôt control natural 

occurrences that might disrupt the cargo or vessel. Things like weather hazards, 

encounters with pirates, and cross border conflicts are very common in water 

transportation and the damages associated with these situations can cause a significant 

financial hardship for ship owners. This is where a marine insurance policy comes to the 

rescue, protecting the interests of shipping corporations and transporters by providing 

them with insurance coverage needed to defend against possible losses. 

 

Unit - 2  Fire  and Life insurance 
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 Types of marine insurance policies: 
floating policy 

voyage policy 

time policy 

mixed policy 

named policy 

port risk policy 

fleet policy 

 single vessel policy 

blanket policy 

 

 difference between fire insurance & marine insurance: 
fire insurance is an insurance that covers the risk of fire. The subject matter is any 

physical asset or property. The moral responsibility is an important condition here. There 

is no expected profit margin in terms of fire insurance. The insurable interest must be 

present before taking the policy and also at the time of loss. 

 

 

Unit - 2  Fire  and Life insurance 
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 What is life insurance? 

Life insurance acts as financial protection for your family in case of your death or a 

payment made to you on surviving the policy term. In return for this payment, you make 

periodic fixed payments to the life insurance company. In certain types of policies, there 

is an option to get critical illness benefits or create additional protection for your family 

if you pass away from an accident. You can read about these features and types of life 

insurance policies below. 

 Why do I need life insurance? 

Illness protection: as you head towards retirement, life insurance policies which cover 

critical illnesses become important. Some life insurance policies offer you features that 

cover you from severe ailments like heart attacks and cancer. Buying these types of 

policies can protect you from some of the worldôs most deadly diseases. 

Family support: if you have a spouse and kids, the need to build a safety net for them 

becomes important. You would want to protect them from financial hardship in case of 

your untimely demise. You can also get good returns with life insurance by investing in 

some policies. 

 

Unit - 2  Fire  and Life insurance 
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 Types of life insurance 

 1. Term insurance policy 

 2. Endowment policies 

3. Non-linked participating endowment plan 

 4. Unit linked life insurance policy (ULIP) 

5. Non-participating non-linked endowment plan 

 

 A detailed guide about different types of insurance policies 

 

life insurance 

motor insurance 

health insurance 

travel insurance 

property insurance 

mobile insurance 

cycle insurance 

bite-size insurance 
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What is life insurance? 

Life insurance acts as financial protection for your family in case of your death or a payment made 

to you on surviving the policy term. In return for this payment, you make periodic fixed payments 

to the life insurance company. In certain types of policies, there is an option to get critical illness 

benefits or create additional protection for your family if you pass away from an accident. You can 

read about these features and types of life  

 

important life insurance terms you should know 

 

1. Who is a policyholder? 

 

2. What is sum assured? 

 

3. Who is a nominee? 

 

4. What is the difference between a policy term and premium payment term?  

 

Unit - 3 Life Innsurance   
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Life insurance agent  
 as someone considering a career in the insurance industry, you may be wondering 

what different types of insurance agents do. This article explores the day-to-day work of 

a life insurance agent to help you get a better feel for whether this is a good career move 

for you. 

Life insurance agents have the important job of helping people prepare for unexpected 

circumstances. The main tasks of a life insurance agent are to:  

 

1) sell life insurance policies and annuities to clients; and  

2) to work with clients and beneficiaries to process insurance claims  

promptly. Being a life insurance agent involves a lot of selling, which means an interest 

in and knack for marketing is a must. 

Life insurance agent  
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Life insurance 

having a family that cares for you is the most precious gift in life. You do everything possible to be 

with your loved ones and take care of their needs ï both emotional and financial. To make sure that 

your loved ones are protected and happy throughout their lives, you must take steps to protect their 

financial future if something unexpected happens to you. 

 

It is where the decision to buy a life insurance policy plays a vital role. Life insurance acts as a tool 

to protect your family from potential financial losses that may come up after your unfortunate 

demise. The life insurance benefits your family members will receive help pay off debts, meet 

regular living expenses, and support various life goals. 

 Why choose life insurance? 

 1. Financial protection for family  

2. Critical illness benefit 

 3. Tax deductions 

4. Peace of mind 

5. Extensive coverage at low cost 

6. Opportunities to create wealth 
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Important terms about life insurance 

 
1. What is a policy? 

2. What is sum assured? 

3. What is annualized premium? 

4. What is life insurance coverage period? 

5. What is maturity date for the life insurance policy? 
6. What is life insurance premium? 

7. What is premium payment mode or frequency? 

8. What are life insurance riders? 
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Sell life insurance 

looking for a career that offers a big potential financial upside, a wealth of job 

opportunity, and the lure of self-employment? If you enjoy forging relationships and are 

committed to client service (and can handle plenty of rejection), insurance sales could 

well be for you. 

Insurance sales may be the ultimate commission gig, with its practitioners fully 

dependent on their customers' premium payments. Convert more prospects. Get 

correspondingly richer. Repeat. At least in theory. 

Selling life insurance is slow-going... At first 

like retail, customer service, and similar lines of work with high attrition rates, insurance 

sales typically don't pay all that well at the onset of oneôs career. However, unlike those 

other occupations, the longer you stick around in insurance, the easier and more 

remunerative it gets, thanks to referrals and residuals.  

Itôs the sticking around thatôs the hard part. According to payscale, entry-level insurance 

agents earn roughly $44,700 in annual compensation, including bonuses, commissions 

and profit sharing, and may not move up on the pay chart until mid-career 
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Leaving with family for a weekend getaway? Just think of all the assets you possess like your 

home, car, jewellery and other valuables. What if you lose all of it due to some fire, theft or a 

natural calamity? It would be all gone even before you might think about saving it. 

Safety is the prime concern and avoiding any mess falls as the next. At times, you might end up 

facing some unexpected losses for which you were completely unaware. What then? Do you 

definitely look for some security system? Or just leave things on destiny? 

Well! Nothing would work except a security system that backs us. In other words, we need an 

insurance cover. 

What are the different types of insurance? 

There is a distinction between the types of insurance one is life insurance and other is non-life 

or general insurance. As an individual, you will be covered under the life insurance policy. The 

reimbursement under the policy can be withdrawn on the event of death or maturity of the policy. 

On the other hand, a general insurance policy will pay for the losses that may occur during the 

policy period only. 
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What is a general insurance 

A policy or agreement between the policyholder and the insurer which is considered only 

after realization of the premium. 

The premium is paid by the insurer who has a financial interest in the asset covered. 

The insurer will protect the insured from the financial liability in case of loss. 

Why do we need general insurance? 

Imagine you're driving back home in your car and suddenly, a taxi hits you from behind. 

Your car has a dent and its bumper has come off too. Now you need about rs. 2000/- for 

the dent and rs.7500/- for the bumper to be able to fix it all. 

A car insurance policy, in this case, will play well. You can get the amount reimbursed 

under the insurance policy. Your car is the asset here in which you have a financial 

interest. But remember, an insurance policy will pay only as per its predefined 

conditions. 

 

 

 

 

 

 

Unit - 4 General Insurance 

79 B.COM 

Course Name : B.Com 3rd Year                                      Subject Code:3BCOM03  



General insurance corporation of india 

GIC re  or GIC of india is a state owned enterprise in india. It was incorporated on 22 

november 1972 under companies act, 1956. GIC re has its registered office and 

headquarters in mumbai. It was the sole reinsurance company in the indian insurance 

market until the insurance market was open to foreign reinsurance players by late 2016 

including companies from germany, switzerland and france. GIC re's shares are listed on 

BSE limited and national stock exchange of india ltd. GIC re was ranked in forbes'[4] list 

of world's best employers and top regarded companies in 2019. 

 

General insurance corporation of india (GIC ) was formed in pursuance of section 

9(1) of GIBNA. It was incorporated on 22 november 1972 under the companies act, 

1956 as a private company limited by shares. GIC  was formed for the purpose of 

superintending, controlling and carrying on the business of general insurance. 
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Liberalization clause 

 

 A liberalization clause is an insurance policy provision that allows for adjustments to be made to 

existing coverage in order to comply with changes to relevant laws and regulations. Property 

insurance is the most likely place to find a liberalization clause.  

 

 Insurance act, 1938 
 the insurance act, 1938 is a law originally passed in 1938 in british india to regulate 

the insurance sector. It provides the broad legal framework within which the industry operates.[  

 

 Insurance regulatory and development authority 
 the insurance regulatory and development authority of india (IRDAI) is an 

autonomous, statutory body tasked with regulating and promoting the insurance and re-

insurance industries in india.[1] it was constituted by the insurance regulatory and development 

authority act, 1999,[2] an act of parliament passed by the government of india.[3] the agency's 

headquarters are in hyderabad, telangana, where it moved from delhi in 2001.[4]  
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Insurance industry challenges & opportunities in 2020 

shifting balance of power. 

Utilizing big data correctly. 

Remaining on the cusp of new technology. 

Understanding cyber risks. 

Dealing with an on-demand economy. 

More catastrophic events. 

Global standards for insurance. 

Staying ahead of challenges. 
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Unit No Description 

I Introduction- meaning & Concept 

II Human Resources Management 

III Training and Development 

IV  Marketing and Strategies 

V Production Management 
 

FUNCTIONAL MANAGEMENT  

Objective:- 

1. To help the students gain understanding of the functions and responsibilities of managers. 

2. To provide them tools and techniques to be used in the performance of the managerial job.  

3. To enable them to analyze and understand the environment of the organization.  

4. To help the students to develop cognizance of the importance of management principles.  
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Unit 1 Introduction & meaning 
 
 

Å Functional management is the most common type of organizational management. The 

organization is grouped by areas of specialty within different functional areas (e.g., finance, 

marketing, and engineering).  

Å It is defined as the art of developing, implementing  and  maintaining complete work to achieve 

the  goals of an organization in an effective and efficient  manner. 

 

Functional Areas of Management 

 

1. Human Resource Management 

      ( Recruitment, training, transfers, promotions,   

         retirement,   

         terminations, remuneration) 

2.   Marketing Management 

3.   Production Management 

4.   Others Management 

      (Financial, Material , Purchasing) 
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Unit 1 Introduction & meaning 

key Points 

Å Management processes include planning, organizing, directing and controlling. 

Å An important aspect of managementôs function is the allocation of finite resources. 

Å Resources can be human, financial, technological or natural. 

Å There are different management styles: Traditional, team, and servant. 

 

 

Key Terms 

Å system: A whole composed of relationships among the members. 

Å resource: Something that one uses to achieve an objective. An examples of a 

resource could be a raw material or an employee. 

 

85 B.COM 

Course Name : B.Com 3rd Year                                      Subject Code:3BCOM04  



Unit 1 Introduction & meaning 
 
 Management: An Overview 

Å Management is the act of getting people together to accomplish desired goals and 

objectives using available resources efficiently and effectively. Since organizations 

can be viewed as systems, management can also be defined as human action, 

including design, to facilitate the production of useful outcomes from a system. This 

view opens the opportunity to manage oneself, a pre-requisite to attempting to 

manage others. 

 

Management functions include: Planning, organizing, staffing, leading or directing, and 

controlling an organization (a group of one or more people or entities) or effort for the 

purpose of accomplishing a goal. 

 

Å There are several different resource types within management. Resourcing 

encompasses the deployment and manipulation of: 

Å Human resources 

Å Financial resources 

Å Technological resources 

Å Natural resources 
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Unit 2 -Human Resources Management 
 

Å Human resource management means  management of people at work. HRM is the  process 

which binds people with organizations  and helps both people and organization to  achieve 

each others goal. Various policies,  processes and practices are designed to help  both 

employees and organizationôs to achieve  their goal. 
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Unit 2 -Human Resources Management 
 

 

 

 

 

Objectives of HRM- 

· To help the organization reach its goals 

· To employ the skills and abilities of the work force  efficiently. 

· To provide the organization with well trained and well  motivated employees 

· To increase to the fullest the employeeôs job satisfaction  and self actualization. 

· To develop and maintain quality of work life 

· To communicate the HR policies to all employees. 

· To be ethically and socially responsible to the needs of  society 
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Unit 2 -Human Resources Management 

Importance of HRM 

· At the enterprise level: 

üGood HR practices help in attracting and retaining the best  people in the organization 

ü It helps in training people for challenging roles, developing  right attitude towards the job 

and the company, promoting  team spirit, commitment etc. 

· At the individual  level: 

ü It promotes team work and team spirit among employees 

ü It offers excellent growth opportunities to people who have  potential to rise 

ü It allows people to work with diligence and commitment 

· At the society level: 

üEmployment opportunities multiply 

üScarce talents are put to best use. 
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Unit 2 -Human Resources Management 

Human resource policies- 

· Human resource policies are systems of codified  decisions, established by an organization, to  

support administrative personnel functions,  performance management, employee relations  and 

resource planning. 

· Each company has a different set of  circumstances, and so develops an individual set  of human 

resource policies. 

Types of Policies 

1. Functional or Organizational ï policies which are grouped  for different categories of personnel  
e.g.- for the mgmt.  dealing with planning, organizing & controlling etc. 

 
2. Centralized ï are planned for companies with several  locations and are formulated at the 
head office. 
 
3. Major Policy ï pertain to overall objectives, procedures and  control which affect an 
organization as a whole. They are  formulated by the Board of Directors and framework is  
established within which major executives for the remaining  policies necessary to carry out the 
major objectives of an  organization. 
 
4. Minor Policy- cover relationships in a segment of and  organization with considerable 
emphasis on details and  procedures. 
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Unit 3 Training and Development 

Å Training and Development is one of the main functions of the human resource 

management department. Training refers to a systematic setup where employees 

are instructed and taught matters of technical knowledge related to their jobs. It 

focuses on teaching employees how to use particular machines or how to do 

specific tasks to increase efficiency. 

 

Å Whereas, Development refers to the overall holistic and educational growth and 

maturity of people in managerial positions. The process of development is in 

relation to insights, attitudes, adaptability, leadership and human relations. 

 

Å Training and development programmes are designed according to the 

requirements of the organisation, the type and skills of employees being trained, 

the end goals of the training and the job profile of the employees. These 

programmes are generally classified into two types: (i) on the job programmes, 

and (ii)off the job programmes. 
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Unit 3 Training and Development 

 

 

Å Training is the act of increasing the knowledge and skill  of an employee for 

doing a particular job. 

Å Training is the process by which manpower is filled for  the particular jobs it 

is to perform 

 

 

While Development is Taking initiatives to prepare an individual to take over the 

challenging opportunities with knowledge,  skills and attitudes. 
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Unit 3 Training and Development 

Other Training Programmes- 

Å Technical Training ï Technical training is that type of training that is aimed at teaching employees 

how a particular technology or a machine. 

 

Å Quality Training ï Quality training is usually performed in companies who physically produce 

a product. Quality training teaches employees to identify faulty products and only allow perfect 

products to go out to the markets. 

 

Å Skills Training ï Skills training refers to training given to employees so as to perform their particular 

jobs. For e.g. A receptionist would be specifically taught to answer calls and handle the answering 

machine. 

 

Å Soft Skills ï Soft skills training includes personality development, being welcoming and friendly to 

clients, building rapport, training on sexual harassment etc. 

 

Å Professional Training ï Professional Training is done for jobs that have constantly changing and 

evolving work like the field of medicine and research. People working in these sectors have to be 

regularly updated on matters of the industry. 

 

Å Team Training ï Team training establishes a level of trust and synchronicity between team members 

for increased efficiency. 
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Unit 4  Marketing and Strategies 
 
 

 

Marketing  refers to activities a company undertakes to promote the buying or selling of a product 

or service.  

Marketing  includes advertising, selling, and delivering products to consumers or other businesses. 

 

 

Role of Marketing 

Å Meets consumer needs and wants 

 

Å Ensures organization survival, growth and reputation 

 

Å Better product offerings 

 

Å Management of demand 

 

Å Economic growth 
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Å Strategy is a tactical course of action which is designed to  achieve long term objectives. It is 

an art  of  planning and resources for their most efficient  and effective use in a changing 

environment. 

 

Å Strategy of a business enterprise consists of what  management decides about the future 
direction and scope  of the business. It entails managerial choice among  alternative action 
programmes, competitive moves and  different business approaches to achieve enterprise  
objectives. 

 

 

Å A goal is a broad primary outcome. 

Å A strategy is the approach you take to achieve a goal. 

Å An objective is a measurable step you take to achieve a strategy. 

Å A tactic is a tool you use in pursuing an objective associated with a strategy. 

 

 

Unit 4  Marketing and Strategies 
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Implementing and managing a marketing strategy for a small business involves developing a plan 

to advertise and promote a companyôs products and services in a cost-effective manner. Small 

business owners can use the resources provided by the Small Business Administration to ensure 

they adopt a strategy proven for their industry, spend marketing funds appropriately and use the 

latest tips and techniques to win customers. 

 

Å Analysis 

Å Successful marketing managers analyze the potential market for their products and services. 

They conduct research using resources such as the Hoovers website, which provides insight 

and analysis about the competition. An effective marketing strategy uses this information to 

build the company's brand presence. 

 

Å Customers 

Å Marketing managers gather details about prospective customers. These marketing 

professionals conduct online surveys, focus groups or personal interviews to find out about 

customer buying preferences, goals, economic status and financial resources. Then, they 

create a marketing plan by downloading a template or developing their own format. A 

marketing manager includes details about the types of marketing promotions to implement, 

such as brochures, coupons, posters, newsletters and other collateral and reference material. 

 

Unit 4  Marketing and Strategies 
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Management 

Å To manage a marketing strategy by planning campaigns and tracking success, successful 

marketing managers need to monitor results. For example, after creating print, radio and 

online advertisements, they identify which media produce the most business for the company. 

Marketing professionals assess campaigns by conducting customer surveys about the ads. 

They develop a catalog of offerings, ensuring that the message is consistent and maintains 

integrity to build a loyal customer base. This usually produces additional leads that help to 

grow the business. 

 

Customer Focus 

Å By focusing efforts on maintaining current customers, a company saves money; it typically 

takes considerable effort to win new business. Successful small businesses provide an 

excellent customer service and support experience to ensure customers return to buy 

additional products and services. Smart entrepreneurs know they need to help customers solve 

their business problems, not just sell them random products and services 

 

Monitoring Performance 

Å Successful entrepreneurs monitor performance carefully. This allows them to link their 

marketing strategy to the company's business objectives. They set goals for achieving a 

specific number of customers, earning a certain amount of revenue, making a define profit 

and earning a specified percentage of market share. 

 

Unit 4  Marketing and Strategies 
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Production may be referred to as the process  concerned with the conversion inputs into output 

with  the help of certain processes while management is the  process of exploitation of these factors 

of production in  order to achieve the desired results. 

 

SCOPE OF PRODUCTION MANAGEMENT 

· Product selection and design 

· Activities relating to production systems designing 

· Facilities location 

· Method study 

· Facilities layout and materials handling 

· Capacity planning 

· Production planning 

· Production control 

 

 

Unit 5 Production Management 
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Unit 5 Production Management 
 
 

BATCH PRODUCTION 

 

· ñThe manufacture of a product in small or large  batches or lots at intervals by a series of 

operations,  each operation being carried out on the whole batch  before any subsequent 

operation is performedò 

· Mixture of mass production and job production 

· Each product being produced for comparatively  short time 

· Quantity of product manufactured is comparatively  large 

 

DEMERITS OF BATCH PRODUCTION 

· Work-in-progress inventory is high 

· Large storage space is required 

· No standard sequence of operation can be used 

· Machine setups and tooling arrangements have to  be 

changed frequently 

· Idle time between one operation and other 
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Å Production and operations management is an all-encompassing term that covers managing the 

manufacturing of your products and those finished goods and services.      

Å And this is what we meant earlier when the lines have become blurred.    

Å Traditionally speaking, a manufacturer would make its products and dispatch it to a third-

party, and that would be the end of it.     

Å But, as more businesses take more control over their company and brand, theyôve started to 

introduce services such as customization into their production.    

Å Production and operations management are very similar, but the main difference between the 

two is:    

Production management ï Monitoring and managing the manufacturing of products.    

Operations management ï The services which are on offer to the customer and the work that 

needs to be done to finish the production.         

 

Unit 5 Production Management 
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Production planning 

Å Essentially this will be your master production schedule. As the manager, youôll need to 

decide where, when, and how production will start.    

 

Production control 

Å This is where youôll focus on quality control, and costs, and floor-level management.     

 

Improving production and operations  

Å The final stage of production management and operations is the development of more 

efficient methods of producing the firmôs goods and services.   

 

So Production management is the manufacturing aspect of your business and the function 

of production management is to find the:    

ð Right quality;   

ð Right quantity;    

ð Right time; and    

ð Right cost.     

.         

 

Unit 5 Production Management 
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B.COM 102 

Business Budgeting (3BCOM05) 
 

Unit No Description 

I Business Budgets and Budgeting 

II Business Forecasting 

III Cash Budgeting 

IV Product and Production Decision 

V Project planning and Feasibility study 
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Meaning of Budgeting:  

Every firm should articulate its vision. Vision defines the purpose of its 
existence. E.g., the vision of a health care organization may be to 
provide health care services affordable to all. Therefore, it continually 
searches for technology and methods to reduce the cost of health care 
services, to expand its reach to all segments of the society and to 
expand geographically. Once the vision is clearly defined, the firm 
describes its mission. The mission statement clearly describes the 
activities that it would undertake to achieve its vision. 

 
Nature of Budget 
 The budget should necessarily be integrated with corporate plan. 

The budget defines targets in concrete and quantitative terms for the 
firm as a whole as well as for each functional area. It provides 
guidelines on how to achieve these targets. It is more administrative 
and persuasive in nature as compared to the corporate plan and its 
preparation is the responsibility of line managers. 
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Objectives of Budgeting:  

Å 1. Planning: 

Å 2. Coordination: 

Å 3. Efficiency and Economy: 

Å 4. Increase in Profitability: 

Å 5. Anticipation of Future Capital Expenditure: 

Å 6. Control: 

Advantages of Budgeting: 
Å 1. Maximisation of Profits: 

Å 2. Effective Coordination: 

Å 3. Evaluation of Executive Performance: 

Å 4. Clear-Cut Goals and Targets: 

Å 5. Economy in Operations: 

Å 6. Revelation of Ineffectiveness: 

Å 7. Correction of Performance Continuously: 

Å 8. Introduction of Incentive Schemes of Remuneration: 
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Limitations of Budgeting: 

Å (a) Overspending: 

Å (b) Inflexibility:  

Å (c) Projections of future: 

Å (d) Hindrance to innovation and change: 

Å (e) Over emphasis on budgeted goals: 

Å (f) Based on past results: 

   Types of Budgets/Budgeting Methods 

Å 1. Incremental budgeting 

Å 2. Activity-based budgeting 

Å 3. Value proposition budgeting 

Å 4. Zero-based budgeting 
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1. Establishment of budget objectives 

2. Establishment of budget premises 

3. Sales forecast and key budget factor 

4. A combination of top-down and bottom-up   approach 

5. Master budget 

 

 Operating decisions are incorporated in the operating budget which covers 

the following 

 
(i) sales 

(ii) ending inventory 

(iii) production 

(iv) direct materials 

(v) direct labour 

(vi) factory overhead 

(vii) cost of goods sold 

(viii) selling expense 

(ix) administration expense 

 

Budgeting Process  
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  Flexible  Budget  

 A flexible  budget recognizes the difference between the behaviour of fixed and 
variable costs in  relation  to fluctuations  in output,  turnover,  or other variable 
factors such as number  of employees. In  flexible  budget, target per unit  of the 
cost driver  is established to make the variance reporting  meaningful .  

 Cash  Budget : 

 A cash budget is a statement of planned cash receipts and disbursements. It  is 
based on the level of operation planned for  the budget period and the capital 
expenditure budget.  

 Basics of Zero-Based Budgeting (ZBB) 

      ZBB allows top-level strategic goals to be implemented into the budgeting     

process by tyin them to specific functional areas of the organization, where costs 

can be first grouped and then measured against previous results and current 

expectations. 

 Performance Budgeting 

 A budget contributes a lot in economic policy of any company. Budget is a 

financial plan and a list of all planned expenditures and profits. It is a chart for 

saving, borrowing and spending. 
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Business Forecasting ï Meaning  
 A óforecastô is a prediction of what is going to happen as a result of a given set of 
circumstances. The dictionary meaning of óforecastô is óprediction, provision 

against future, calculation of probable events, foresight, provisionô. In business 

sense it is defined as óthe calculation of probable eventsô. When estimates of future 

conditions are made on a systematic basis the process is referred to as forecasting 

and the figure or statement obtained is known as a óforecastô. 

 Business Forecasting ï Importance:  
 i. Essence of planning  

 ii. Exactness in decision-making  

 iii. Implementation of project 

 iv. Contribution to business success  

 v. Developing coordination  

 vi. Facilitating control 

 vii. Smooth working of an organization  

 viii. Development of a business 
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Business Forecasting ï Steps:   

 
 Step # 1. Understanding the Problem: 

 Step # 2. Developing the Groundwork: 

 Step # 3. Selecting and Analysing Data: 

 Step # 4. Estimating Future Events: 

 

 Business Forecasting ï Techniques 

 
 i. Survey Method: 

ii. Index Numbers: 

iii. Time Series Analysis: 

iv. Regression Analysis:. 

v. Jury of Executive Opinion: 

vi. Econometric Model: 

vii. Input-Output Analysis: 

viii. Delphi Method: 
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Cash Budgeting  
 A cash budget is a budget or plan of expected cash receipts and 

disbursements during the period. These cash inflows and outflows include 

revenues collected, expenses paid, and loans receipts and payments. In other 

words, a cash budget is an estimated projection of the company's cash 

position in the future. 

ÅFeatures of Cash Budget 
1. The cash-budget period is broken down into periods, mainly in months. 

2. The cash-budget is always in columnar form i.e. column showing each 

month. 

3. Payments and receipts of cash are identified in different heading and showing 

total for each month. 

4. The surplus of total cash payment over receipts or of receipts over payment 

for each month is shown. 

5. The running balances of cash, which would be determined by taken the 

balance at the end of the previous month and adjusting it for either deficit or 

surplus of receipts over payments for current month, is identified. 
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Importance of Cash Budgeting 
Å 1. Helpful in Planning 

Å 2. Forecasting the Future needs 

Å 3. Maintenance of Ample cash Balance 

Å 4. Controlling Cash Expenditure 

Å 5. Evaluation of Performance 

Å 6. Testing the Influence of proposed Expansion Programme 

Å 7. Sound Dividend Policy 

Å 8. Basis of Long-term Planning and Co-ordination 

 

METHODS OF PREPARING CASH BUDGET 

1. Receipts and Payments Method 

2. Adjusted Profit and Loss Method 

3. Balance Sheet Method 
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Meaning and Nature of Budgetary Control: 

 Budgetary control is the process of determining various budgeted figures for the 

enterprises for the future period and then comparing the budgeted figures with the 

actual performance for calculating variances, if any. First of all budgets are prepared 

and then actual results are recorded. 

Features of budgetary control are: 

 (i) Planning 

 (ii) Co-ordination, and 

 (iii) Control. 

Objectives of Budgetary Control: 

1. objectives  

2. Responsibilities 

3. utilization of the organizationôs resources  

4. efforts  

5. Centralizing 

6. logical basis 

7. plans for long term 
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Characteristics of Budgetary Control 
Å Determination of goals 

Å Attainment of goals 

Å Laying out of plan 

Å Making comparison 

Å Correction or Revision 

Benefits of Budgetary Control 

Å Definite planning: 

Å Enhanced efficiency: 

Å Proper communication: 

Å Control: 

Å Enhanced efficiency: 

Å Proper communication: 
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Variance Analysis: Material, Labour and Sales 
Variances 

Å Material Variance:  

 

 

 

 

 

 

ÅMaterial cost variance = (AQ X AP) ï (SQ X SP) 

Å Materials quantity variance = (Actual Quantity ï Standard Quantity) x 

Standard Price 

Å Material mix variance = (Actual mixture ïStandard mixture) 

Å Yield Variance = (Actual yield ï Standard Yield specified) x Standard 

cost per unit 

Å Materials price variance = (Actual price ï Standard price) x Actual 

quantity  
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Labour Variances: 
 

 

 

 

 

 

Å Labour cost variance = (AH x AR) ï (SH x SR) 

(AH = Actual hours, AR = Actual rate , SH = Standard hours, SR = 
Standard rate) 

Å Labour efficiency variance = (Actual hours ï Standard hours for 
the actual output) x Std. rate per hour. 

Å Labour mix variance = (Actual proportion ï Revised standard 
proportion of actual total hours) x standard rate per hour 

Å Labour yield variance = (Actual output ï Standard output based 
on actual hours) x Av. Std. Labour Rate per unit of output. 

Å Labour rate variance = (Actual rate ï Standard rate) x Actual 
hours 
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Sales Variances: 
 

 

 

 

 

 

Å Sales Value Variance = (Actual value of sales ï Budgeted value of sales) 

Å Actual sales = Actual quantity sold x Actual selling price 

Å Budgeted sales = Standard quantity x Standard selling price 

Å Sales price variance = (Actual selling price ï Budgeted selling price) x Actual 

quantity  

Å Sales volume variance = (Actual quantity ï Budgeted quantity) x Budgeted 

selling price 

Å Sales Mix Variance = (Actual Mix of quantity sold ï Actual quantity in standard 

proportion) x Standard selling price 

Å Sales quantity variance = (Total actual quantity ï Total budgeted quantity) x 

Budgeted price per unit of budgeted mix 
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Definitions of Production Decision 

Production Decision means a decision and authorization by USMX's Board of 

Directors, made after completion of a Feasibility Report, to put a Lease into Commercial 

Production in accordance with the results of the Feasibility Report and study. A 

Production Decision shall be effective when Notice thereof has been delivered to 

NPMC. 

 

Alternative Project Delivery Methods 

 

Are there alternative methods for delivering water and wastewater treatment projects 

that can save time and money without sacrificing project quality? This is an especially 

relevant question in these difficult  economic times. This paper addresses the question by 

comparing traditional and alternative project delivery methods in terms of their effects 

on project quality, schedule, and costs. Project delivery methods discussed are traditional 

designïbidïbuild and the alternative methods of designïbuild, designïbuildïoperate, 

and designïbuildïfinanceïoperate. 
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Profitability analysis based on production 
  A method for analyzing a factory's profitability was developed to gain an understanding 

of how to improve the competitiveness of the Swedish electronics manufacturing industry. 
Profitability is chosen as it is one of the most important factors for success and survival in 
a single factory perspective. Profitability can be improved through increased profit margin 
(sales in relation to costs) combined with increased capital turnover rate. 

Capacity Utilization  

 Capacity utilization refers to the manufacturing and production capabilities that are being 
utilized by a nation or enterprise at any given time. It is the relationship between the 
output produced with the given resources and the potential output that can be produced if  
capacity was fully  used. 

Formula for Capacity Utilization  

The mathematical formula for calculating capacity utilization is: 

 

          Actual level of output.     X   100 

         Maximum level of output 

Product: Definition 

 Product is one of the important elements of marketing mix. A marketer can satisfy 
consumer needs and wants through product. A product consists of both good and service. 
Decisions on all other elements of marketing mix depend on product. For example, price 
is set for the product; promotional efforts are directed to sell the product. 
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Definitions of Product:  
Term product has been variously defined by the experts in the field. 

Philip  Kotler : 

ñProduct is anything that can be offered to someone to satisfy a need or a want.ò 

William  Stanton: 

Product is complex of tangible and intangible attributes, including packaging, colour, 

price, prestige, and services, that satisfy needs and wants of people.ò 

Characteristics of Product: 

Careful analysis of concept of product essentially reveals following features: 

1. Product is one of the elements of marketing mix or programme. 

2. Different people perceive it differently. Management, society, and consumers have 

different expectations. 

3. Product includes both good and service. 

4. Marketer can actualize its goals by producing, selling, improving, and modifying the 

product. 

5. Product is a base for entire marketing programme 
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 Types of Product:  
They can be classified into two groups, such as: 

1. Consumer Product,  

I. Convenient Products:  ii. Shopping Products: 

III.  Services: 

2. Industrial Products 

Industrial products include: 

1. Machines and components 2. Raw-materials and supplies 

3. Services and consultancies 4. Electricity and Fuels, etc. 

project planning 

Project planning is a discipline for stating how to complete a project within a certain 

timeframe, usually with defined stages, and with designated resources. One view of project 

planning divides the activity into: 

Setting objectives (these should be measurable) 

Identifying deliverables 

Planning the schedule 

Making supporting plans 

Types of Projects 

 Manufacturing Projects:  Construction Projects: 

 Management Projects:  Research Projects: 
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Objectives of  Project:  

ÅFunction or Performance 

ÅContainment of Expenditure within Budget 

ÅTime Scale is the Third Factor: 

Project Analysis 

Project analysis can be used to estimate the economic or engineering viability of road 

investment projects by performing lifecycle analysis of pavement performance, maintenance 

and/or improvement effects together with estimates of road user costs. 

5 Key Metrics of Project Profitability  

1. Utilization rate  2. Project overrun 

3. Project margin  4. Annual revenue per billable employee 

5. Annual revenue per employee 

Cost of Capital Definition 

Cost of capital is the required return necessary to make a capital budgeting project, 

such as building a new factory, worthwhile. When analysts and investors discuss the 

cost of capital, they typically mean the weighted average of a firm's cost of debt and cost of 

equity blended together. 

Weighted Average Cost of Capital 

A firm's cost of capital is typically calculated using the weighted average cost of capital 

formula that considers the cost of both debt and equity capital.  
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Cost of Debt 
Every company has to chart out its financing strategy at an early stage. The cost of capital 
becomes a critical factor in deciding which financing track to followðdebt, equity, or a 
combination of the two. Early-stage companies seldom have sizable assets to pledge as 
collateral for debt financing, so equity financing becomes the default mode of funding for 
most of them.  

Cost of debt=Interest expense. X 100 

                                  Total debt 
Cost of Equity 

The cost of equity is more complicated since the rate of return demanded by equity investors 

is not as clearly defined as it is by lenders. The cost of equity is approximated by the capital 

asset pricing model as follows: 

CAPM(Cost of equity)==Rf +ɓ(Rm īRf ) 

Cost of Preference Share Capital 

The cost of preference share capital is apparently the dividend which is committed and paid 

by the company. This cost is not relevant for project evaluation because this is not the cost at 

which further capital can be obtained. To find out the cost of acquiring the marginal cost we 

will be finding the yield on the preference share based on the current market value of the 

preference share. 

           Kp. = Dp 

                    Op 
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RURAL DEVELOPMENT & COOPERATION 

Objective: At the end of the course a student is expected to:  

1. To enable the students to become aware of their Rural Development and cooperation.  

2. To develop expertise in planning and management of rural development, and provide 

suitable graduate courses of study and promote research 

     Rural Development  and Its Administration 

     Panchayati Raj  System and Institutions in India 

     Rural Development  Programmes. i.e. Related to  tribal society, Desert  and WCD  

3 It is a strategy package seeking to achieve enhanced rural production and productivity, 

greater socio-economic equity, and aspiration, balance in social and economic 

development. 

4 To develop concept of related to cooperation and societies,  

      Marketing and  Rural Market 

      Co-operative societies. 
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Unit - I: Concept and signification  of Rural  Development, Strategy of Rural  Development; 
Current  issues. Rural  Development Administration  ɀ Rural  Development Agencies. Village  
level. Block level and District  level Administration  for  Rural  Development District  Rural  
Development Agencies. 

CONCEPT OF Rural  Development: As a concept, it connotes overall development of 

rural areas with a view to improve the quality  of life rural people. 

In short, rural development is a process that aims at improving the standard of living of 

the  people living in the rural areas. 
 

SIGNIFICANTION : The other objectives of rural development  programmers are as 

follow: 

1. Development of agriculture and allied activities. 

2. Development of village and cottage industries and  handicrafts. 

3. Development of socio-economic infrastructure which  includes setting up of rural 

banks, co-operatives,  schools etc. 

4. Development of community services and facilities i.e. drinking water, electricity, 

rural roads, health  services etc. 

5. Development of Human resource mobilization 
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Rural  Development Administration : 

Rural development administration connotes that arrangement in which planning, 

organization, co-ordination and control of available human and physical resources is done 

for exhaustive development of rural areas. 

Significant of Rural  Development Administration  

Ç Rapidity in Rural Development  

Ç Coïordination between rural development agencies.  

Ç Efficient Direction  

Ç Efficient use of financial Resources  

Ç Development according to Government Priorities.  

Ç Balanced Rural Development.  

Ç Personnel Management 

Problems and Issues IN Rural Development 
1. People related 
2. Agricultural related problems 
3. Infrastructure related problems 
4. Economic problems 
5. Social and Cultural problems 
6. Leadership related problems 
7. Administrative problems 

Rural Development Agencies: rural 
development agencies can be divided into 
following categories. 
A. At the Centre/National Level.  
B. At State Level.  
C. At District Level.  
D. At Block Level.  
E. At Village Level.  
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Rural Development Administration  
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District Rural Development Agency (DRDA) 

The Ministry of Rural Development had recommended that at the district level, the planning 

and implementation agency should be the District Rural Development Agency (DRDA) headed 

by a chairperson, who could be the Collector, the Deputy Commissioner or the District 

Magistrate, and run by a functional executive as the Project Director/Project Officer.  
 

Accordingly, DRDAs were set up as autonomous agencies at the beginning of the sixth Plan 

when the IRDP and NREP were launched in all the blocks in the country. 

The DRDA is the overall in-charge of planning, implementation, monitoring and evaluation of 

the programmes in a district. The functions of DRDAs are: 

V To provide information regarding the parameters, dimensions and requirements Rural 

Credit and Banking of the programmes to the district and the block level agencies and to 

apprise them of their tasks in this regard; 

V To coordinate and oversee the survey and preparation of the perspective plan and annual 

plans of the block and finally prepare a District Plan; 

V To ensure the effectiveness of the programme by regular evaluation and monitoring; 

V To secure inter-sectoral and inter-departmental coordination and cooperation; 

V To publicize the achievements made under the programmes, disseminate knowledge and 

build up awareness about the programmes; and 

V To send periodic returns to the State Governments in prescribed formats. 
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Unit - II : Constitutional  Provision  regarding  Panchayati  Raj, 73rd  Constitutional  Amendment. 
Silent features  of Rajasthan Panchayati  Raj Act, 1994. Rural  Infrastructure  Development: 
Rural  Roads, Rural  Markets, Electrifications,  Water  Supply, Education and Health .. 

Constitution 73rd Amendment and Panchayati Raj in India: The 73rd Amendment 1992 

added a new Part IX to the constitution titled ñThe Panchayatò covering provisions from 

Article 243 to 243(O); and a new Eleventh Schedule covering 29 subjects within the functions 

of the Panchayat. 

24th April,  1993 was a landmark day in the history of  Panchayati Raj in India as on this day 

the Constitution (73rd Amendment) Act, 1992 came into force to provide constitutional status 

to the Panchayati Raj institutions. 

The salient features of Rajasthan Panchayati Raj Act, 1994 are as follows: 

Ç To provide three-tier system of Panchayati Raj for all  states having population of over 20 

lakh. To hold Panchayat elections regularly for every 5 years. 

Ç To provide reservation of seats for Scheduled Castes, Scheduled Tribes and women (not 

less than 33 percent). 

Ç To appoint State Finance Commissions to make recommendations regarding financial 

powers of the Panchayat. 

Ç To constitute District Planning Committees to prepare  draft development plan for the 

district as a whole. 

Ç According to the Constitution, Panchayat shall be given  powers and authority to function 

as institutions of self-  government. 128 B.COM 
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73rd Constitutional Amendment: Powers and Functions: 11th Schedule 
The state legislatures are needed to enact laws to endow powers and authority to  the 
Panchayat to enable them functions of local government. The 11th schedule  enshrines the 
distribution of powers between the State legislature and the  Panchayat. These  subjects are 
listed below: 

11th Schedule of the Constitution 

1. Agriculture, including agricultural  extension. 16. Poverty alleviation programme. 

2. Land improvement, implementation of 

land reforms, land consolidation and soil  conservation. 

17. Education, including primary and 

secondary schools. 

3. Minor irrigation, water management and 

watershed development. 

18. Technical training and vocational 

education. 

4. Animal husbandry, dairying and poultry. 19. Adult and non-formal education. 

5. Fisheries. 20. Libraries. 

6. Social forestry and farm forestry. 21. Cultural activities. 

7. Minor forest produce. 22. Markets and fairs. 

8. Small scale industries, including food processing industries. 23. Health and sanitation, including 

hospitals, primary health centers and  dispensaries. 

9. Khadi, village and cottage industries. 24. Family welfare. 

10. Rural housing. 25. Women and child development. 

11. Drinking water. 26. Social welfare, including welfare of the 
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Rural  Development Infrastructure : 

Infrastructure  is the backbone of any country. Typically, rural  infrastructure  in the 

country encompasses rural  roads, major dams and canal works for irrigation and drainage, 

rural  housing, rural  water supply, rural  electrification and rural  telecommunication 

connectivity. 

ÅInfrastructure Development involves fundamental structures  that are required for the 

functioning of a community &  society. 

ÅThis is usually referred to structures like roads, water supply,  sewers, electrical grids, 

telecommunications, renewable  energy, and so on. 

ÅInfrastructure is the support system on which depends the  efficient working of a modern 

industrial economy. 

Types of Rural  Development Infrastructure  
 

The basic physical and organizational structures and facilities needed for the operation of a 

society or enterprise. These services includes:- Roads Railways Airports Dams Power 

stations, Oil, Natural gas, Banks, Communication Educational System, Health System and 

Sanitary System 
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1. Economic Infrastructure  

o It is the combination of basic facilities which is helpful in economic development of 

an economy and business.  

o It includes facilities of communication, transportation, and distribution networks, 

financial institutions and markets, and energy supply systems 

2. Social Infrastructure   

o Å Social Infrastructure is the combination of basic facilities which are necessary for 

human development.  

o Å Examples of social infrastructure assets include schools, universities, hospitals, 

prisons and community housing. 
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Unit - III : Rural  Development Programmes : Critical  study oh Rural  Development Scheme : 
Swarnajayanti  Gram Swarojgar  Yojana (SGSY), Jawahar Gram Samridhi  Yojana (JGSY), 
Sampurna Gramin  Rojgar  Yojana (SGRY), Pradhan  Mantri  Gram Sadak Yojana (PGSY), 
Mahatma  Gandhi national  Rural  Employment Guarantee Act (MGNREGA), Main feature  and 
Achievement of These  Schemes. 

Rural  Developmental Programmes intend to  reduce  the  poverty and unemployment,  to  

improve  the  health  and educational status and to fulfill  the basic needs such  as  food,  shelter  

and  clothing of  the  rural population.  To  improve  the  conditions  of rural people. 

ɧʄʁɰɻ ɖʁɴɰ: Ûɞʃ ɸʂ a geographical area that is 

located outside  towns and ɲɸʃɸɴʂ.Ü 

2020 census (Approx.) 
Total population -138cr 

Rural: 90cr in % 65 
Urban: 48cr in & 35 

No of total rural units or villages-6,64,369 

ñIndia lives in 
its  villagesò  
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Government  of  India  launched  some schemes  through  the  planning  commission  for the 

Rural  People in Rural  Areas such as: Mahatma Gandhi  National  Rural  Employment  

Guarantee  Act  (MGNREGA) ,  Rastriya Sama Vikas Yojna  (RSVY),  Indira   Awas Yojna  

(IAY),   Sampoorna Grameen Rozgar Yojna  (SGRY),  Integrated  Tribal  Development  

Project  (ITDP) ,  Pradhan Mantri  Gram  Sadak Yojna  (PMGSY),  Integrated Child   

Development  Services  (ICDS), Development  of  Women  and  Children in Rural  Areas  

(DWCRA) ,  etc.   
 

All   these  schemes  are aimed  to  reduce  the  gap  between  rural  and urban  people  which  

would  help  reduce imbalances  and  speed  up  the  development process. 
 

The major programme undertaken by the Central and the State Governments in order to carry 

out the benefits of developments to Indiaôs 6,64,369 villages (as per 2019 census) and improve 

the living standard of the rural poor, particularly those living below the poverty line. These 

rural development programmes are categorized into a number of: groupôs specifics, region 

specifics, rural developments and poverty alleviation programmes, which were phased out in 

various Five Year Plans.  
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1. Swarnajayanti Gram Swarojgar Yojana (SGSY): SGSY, launched in April  1999, aims 

at bringing the assisted poor families (Swarozgaris) above the poverty line by organizing 

them into Self Help Groups (SHGs) through a mix of Bank credit and Government 

subsidy.  

2. Sampoorna Grameen Rozgar Yojna  (SGRY): SGRY, launched in 2001, aims at 

providing additional wage employment in all rural areas and thereby food security and 

improve nutritional levels. The SGRY is open to all rural poor who are in need of wage 

employment and desire to do manual and unskilled work around the village/habitat. The 

programme is implemented through the Panchayati Raj Institutions (PRIs).   

3. Jawahar Gram Samridhi Yojana (JGSY): JGSY is the restructured, streamlined and 

comprehensive version of the erstwhile Jawahar Rozgar Yojana (JRY). Launched on 1st 

April  1999, it has been designed to improve the quality of life of the rural poor by 

providing them additional gainful employment. 

4. Indira   Awas Yojna  (IAY) : The Indira Awaas Yojana (IAY)  operationalised from 1985 is 

the major scheme for the construction of houses for the poor, free of cost. The Ministry of 

Rural Development (MORD) provides equity support to the Housing and Urban 

Development Corporation (HUDCO) for this purpose.  Indira Awaas Yojana (IAY),  was 

converted into Pradhan Mantri Garmin Awaas Yojana (PMGAY). Under the PMGAY 

scheme, financial assistance worth Rs. 120,000 in plain areas and Rs 130,000 in 

difficult  areas (high land area) is provided for construction of houses 

Important Rural Development Programmes in India  
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5. Pradhan Mantri  Gram  Sadak Yojna.: The PMGSY, launched in December 2000 as a 

100 percent Centrally Sponsored Scheme, aims at providing rural connectivity to 

unconnected habitations with a population of 500 persons or more in the rural areas by the 

end of the Tenth Plan period. Augmenting and modernizing rural roads has been included 

as an item of the NCMP. The programme is funded mainly from the accruals of diesel chess 

in the Central Road Fund. In addition, support of the multi-lateral funding agencies and the 

domestic financial institutions are being obtained to meet the financial requirements of the 

programme.  

6. National Rural  Employment Guarantee Act 2005 (or, NREGA No 42, later renamed as 

the "Mahatma Gandhi National Rural  Employment Guarantee Act",  MGNREGA) , is 

an Indian labour law and social security measure that aims to guarantee the 'right to work'. 

It aims to enhance livelihood security in rural areas by providing at least 100 days of wage 

employment in a financial year to every household whose adult members volunteer to do 

unskilled manual work. 

7. Rajiv  Gandhi Grameen Vidutikaran  Yojana: Under RGGVY, electricity distribution 

infrastructure is envisaged to establish Rural Electricity Distribution Backbone (REDB) 

with at least a 33/11KV sub-station in a block, Village Electrification Infrastructure (VEI) 

with at least a Distribution Transformer in a village or hamlet, and standalone grids with 

generation where grid supply is not feasible. Subsidy towards capital expenditure to the 

tune of 90% is being provided, through Rural Electrification Corporation Limited (REC), 

which is a nodal agency for implementation of the scheme. Electrification of un-electrified 

Below Poverty Line (BPL) households is being financed with 100% capital subsidy @ 

Rs.2200/- per connection in all rural habitations. 
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6. National Rural  Employment Guarantee Act 2005 (or, NREGA No 42, later renamed 

as the "Mahatma Gandhi National Rural  Employment Guarantee Act",  

MGNREGA) , is an Indian labour law and social security measure that aims to guarantee 

the 'right to work'. It aims to enhance livelihood security in rural areas by providing at 

least 100 days of wage employment in a financial year to every household whose adult 

members volunteer to do unskilled manual work. 

7. Rajiv  Gandhi Grameen Vidutikaran  Yojana: Under RGGVY, electricity distribution 

infrastructure is envisaged to establish Rural Electricity Distribution Backbone (REDB) 

with at least a 33/11KV sub-station in a block, Village Electrification Infrastructure 

(VEI) with at least a Distribution Transformer in a village or hamlet, and standalone 

grids with generation where grid supply is not feasible. Subsidy towards capital 

expenditure to the tune of 90% is being provided, through Rural Electrification 

Corporation Limited (REC), which is a nodal agency for implementation of the scheme. 

Electrification of un-electrified Below Poverty Line (BPL) households is being financed 

with 100% capital subsidy @ Rs.2200/- per connection in all rural habitations 
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Unit - IV: Programmes  related  to Tribal  Welfare, Drought  Prone Area Development, Desert 
Development, Nature  and forest  Conservation, Woman and child  development 

Programmes related to Tribal  Welfare : After India's independence in 1947, the 

Government of India felt that there was an urgent need to support the depressed classes 

namely Scheduled Castes, Scheduled Tribes and Other Backward Castes by various means 

like reservations and implementing various welfare schemes for the amelioration of 

Scheduled Castes, Scheduled Tribes and Other Backward Castes. 
 

This has been a standard policy of the Government aimed at bringing the Scheduled Castes 

and Scheduled Tribes at par with the general population. 
 

There are numerous Government policies for ensuring the welfare and wellbeing of 

Scheduled Tribes. The Government at State as well as Central level has made sustained 

efforts to provide opportunity to these communities for their economic development by 

eradicating poverty and health problem and developing communication for removal of 

isolation of their habitats. 
 

Several constitutional provisions are made for the development of tribe. Many schemes of 

development were formulated and implemented. Several schemes of tribal development are 

still active through several five year plans in India. 

For the development of tribes, various models, approaches and theories of development 

have been propounded in different five-year plan periods.  137 B.COM 
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Some of them include Community Development Programme, Multipurpose Tribal  

Blocks, Tribal  Development Block, Development Agencies, Primitive  Tribal  Groups, 

Integrated Tribal  Development Projects, Modified Area Development Approach, 

Tribal  Sub-Plan, Dispersed Tribal  Development Programme, and Centrally  Sponsored 

Schemes etc. 
 

In the Five Year Plans, the programmes for the welfare of the schedule tribes aim at:  

1. Raising the productivity levels in agriculture, animal husbandry, forestry, cottage and   

small- scale industries etc., to improve the economic conditions.  

2. Rehabilitation of the bonded labour.  

3. Education and training programmes.  

4. Special development programmes for women and children.  
 

Drought Prone Area Development: The programme was launched as an integrated area 

development programme in 1973 as a centrally sponsored programme. The programme is 

taken up as a long-term measure to restore ecological balance by conserving, developing and 

harnessing land, water, livestock and human resources. 
 

The programme is implemented in the form of rural works projects to create durable 

community assets which will   

(i) Mitigate adverse effects of droughts on production of crops and productivity of land, 

water, livestock and human resources through an integrated development of natural 

resource base of the area; and  

(ii) Create additional employment in these areas. 
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Desert development programme: It was started in 1977-78 with the objective of: 

Ç Controlling desertification of the desert areas through integrating and dovetailing other 

related state/central programmes. 

Ç To conserve, develop and harness land water and other resources including rainfall for 

restoration of ecological balance in the long run. 
 

The DDP is now implemented on watershed basis like DPAP as per the new guidelines for 

watershed development. In sandy areas, area development is done by taking up a cluster of 

villages on an index catchment as the unit of planning. Sand dune stabilization and shelter 

belt plantation are the key activities in sandy areas, apart from development of dairy, 

irrigation facilities, forestation and pastures. 
 

The Centre gives cent percent grant for this programme. The Northwestern region of India, 

Rajasthan and adjacent state are most benefitted from it. 

NATURAL  RESOURCES: The programme was launched as an integrated area development 

programme in 1973 as a centrally sponsored programme. The programme is taken up as a long-

term measure to restore ecological balance by conserving, developing and harnessing land, 

water, livestock and human resources. 

× Natural resources includes air, water, forests, animals, fishes, marine  life, biomass, fossil 

fuels, like coal, petroleum and natural gases, wild  life, renewable energy sources like 

solar energy, wind energy, biomass  energy, geothermal energy etc. 

× Prosperity of a nation is dependent on the natural  resources  available in the nation 139 B.COM 
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FOREST CONSERVATION: Forest Conservation is the practice of planning and 

maintaining forested areas for the benefit  and sustainability of future generation in the  

united states ,forest conservation become  popular in the late 19th and early 20th centuries . 

Forest conservation involves the upkeep of the  natural resources within a forest that are 

beneficial to both humans and the ecosystem. 

ñThe maintenance and upkeep of forest is called forest conservationò 

Forest conservation as the name suggests is the preservation and the protection of forests. It 

also involves the reversal of deforestation and environmental pollution. The preservation of 

all natural resources is absolutely essential for the balance of our ecosystem. 
 

India had a commercial deforestation problem, Forest covers were fast disappearing. So the 

government introduced the Forest Conservation Act 1980. The act helps conserve forests 

and protects forest land. It restricts the use of forest land for commercial purposes without a 

thorough regulation process 

WOMEN  AND CHILD  DEVELOPMENT  WELFARE  : Objective of Women 

Development 

Ç To improve the social, economical, health  and nutritional status of women. 

Ç To improve the physical, mental,  intellectual, and nutritional status of  children. 

Ç To safeguard the constitutional rights of  women and children. 

Ç To create awareness regarding different  women and child development  programmes 

amongst the rural peoples 
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Women  Empowerment  Schemes 

1. Beti Bachao Beti Padhao Scheme 

2. One Stop Centre Scheme 

3. Women Helpline Scheme 

4. UJJAWALA : A Comprehensive Scheme for Prevention of  trafficking and Rescue, 

Rehabilitation and Re-integration of  Victims of Trafficking and Commercial Sexual 

Exploitation 

5. Working Women Hostel 

6 Pradhan Mantri Ujjwala Yojana - Scheme for Providing Free LPG  connections to 

Women from BPL Households 

7. SWADHAR Greh (A Scheme for Women in Difficult Circumstances) 

8. Support to Training and Employment Programme for  Women (STEP) 

9 NARI SHAKTI PURASKAR 

10. Awardees of Stree Shakti Puruskar, 2014 &  Awardees of Nari Shakti Puruskar 

11. Awardees of Rajya Mahila Samman & Zila Mahila  Samman 

12. Mahila E-Haat 

13. Mahila Shakti Kendras (MSK) 

14. Mahila police Volunteers 
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Ûɘɷɸɻɳʁɴɽ'ʂ ɰʁɴ ɬɾʁɻɳÜʂ ɼɾʂʃ  
ʅɰɻʄɰɱɻɴ  ʁɴʂɾʄʁɲɴÜ 

Why do need  Child Welfare? 

Child Welfare Programme: 
1. Mid- Day Meal Scheme 
2. Integrated Child Development 

Services (ICDS) 
3. Pulse Polio Immunization 

Programme 
4. Kasturba Gandhi Balika Vidalia 
5. Elimination of Child  Labour 
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Unit - V: Concept of Co-operation,  Principles  of Co-operation,  An Evaluation  of Co-operative  
Principles  and modification  there  in  form  time  to time . Co-operation  v/s  Capitalism  and 
Socialism. Co- operative  credit,  Marketing,  consumers housing and industrial  cooperatives. 
State and Co-operation . A study of Rajasthan State Co-operative  Bank. (Apex Co-op. Bank)  and 
RAJFED. 

Co-Operation  

In the words of E. R. Bowell, ñCo-operation is the universal instrument of creation.ò Co-

operation is made up of two words. 

 Co               +    operation  

(Together)       (To do work)  

Thus co-operation means working together for some common objective or purpose by 

mutual help. 

According to Planketl, ñCo-operation is self-help made effective by organization. and 

V. L. Mehta, ñCo-operation is only aspect of a vast movement which promotes voluntary 

associations of individuals having common needs who combine together for the achievement 

of common economic ends. 
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Principles of Co-operation 

Definitions :Acc to international Co-operation Alliance commission, “ The principles are 
those practices which are essential is absolutely indispensable to the anchormen of the co-
operation ƳƻǾŜƳŜƴǘΩǎ purpose.  

Rockdale Principals  Raiffuisen Principles  Schulze Ù Delitzsch Principles.  

Open and voluntary membership Self help without exclusion of 

state help 

Self help with exclusion of any outside help, 

private and public. 

Democratic control  Limited area  Large territory of operations.  

Division of surplus in proportion 

to patronage  

Transfer of entire profit to 

indivisible reserves  

Division of the surplus in proportion to 

operations  

Limited interest of capital  Membership without 

subscription of shares  

High interest on shares to attract large 

subscription of share  

Cash trading  Business limited to members  Business specialization  

Promotion of education  Voluntary work by board 

members  

Allocation of 10% of the surplus to reserves.  
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Co-operation Vs. Capitalism and Socialism  

Introduction : Different  economic systems existing in world   

(i) Capitalism system: The Counties belonging to capitalism ideology are called capitalist 

economy. 

(ii) (ii)  Socialism: While the counties belonging to socialism ideology are called 

socialististic the two counties 

(iii)  Coïoperative: Itôs a way below the two (I+ II)   

1. Capitalist economy is based on injustice inequality, expatiation and concentration. It works 

for profit.  

2. Socialist economy is based on concentration of all decisions in Government Hand. 

Individual Freedom has no place in socialism.  

3. Co-operation is a mix of these two it includes the advantages of both the systems and is 

free form the disadvantages of socialism and capitalism.  
Co- operative credit: A credit union is a member-owned financial cooperative, 

democratically controlled by its members, and operated for the purpose of promoting thrift, 

arranging credit at competitive rates, and providing so many other financial services to its 

members. The Co-operative Credit  Institutions in India can be classified as under a three-

tier structure. 

(i) Primary Credit Societies at the bottom    (ii) Central Co-operative Bank at the middle 

(iii) State Co-operative Bank at the top 

The primary societies are functioning in the various towns and villages, the Central Banks at 

the district headquarters and the State Co-operative Banks at the state capitals forming the 

apex of the system. 
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Marketing : Marketing is the study and management of exchange relationships. It is the 

business process of creating relationships with and satisfying customers. Because marketing 

is used to attract customers, it is one of the primary components of business management and 

commerce 

Rajasthan State Co-operative Bank was set up at Udaipur in 1943 with an underlying 

capital of Rs.10.00 lacs. A prominent Industrialist Late Seth Shri Govind Ram Seksaria was 

the originator administrator and Late Shri Dwarka Prasad Gupta was the primary General 

Manager. The Bank likewise settled a country (Gramin) bank Mewar Anchlik Gramin Bank 

in Udaipur District in Rajasthan on 26 January 1983. The bankôs focal office is situated at 

Jaipur, in spite of the fact that its enrolled office is in Udaipur. By and by the bank has 294 

of the branches being in Rajasthan. The cooperative bank is an organization set up on the 

helpful premise and managing in the customary financial business. 

Rajasthan State Co-operative Marketing  Federation Ltd . Our cattle feed plant 

was established in 1971 to provide balanced Cattle and other feed to the farmers in the 

State. 

RAJFED (Rajasthan State Cooperative Marketing Federation Ltd.) is an organization which 

amalgamates over 250 block level and over 5000 village level cooperative societies. As an 

apex marketing federation in the State, we have been dealing in the procurement, sale and 

processing of agricultural products for over 50 years.  
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