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EXECUTIVE PROGRAMME
CORPORATE AND MANAGEMENT ACCOUNTING

In today’s business world accounting is considered as ‘the universal language of all business’, because it is the
medium for reporting financial information about a business entity to users, such as shareholders, banks and
managers. A proper accounting system is essential to any business, whether big or small, in order to manage
its daily functions and run it successfully. The main obligation of any business is to maximize profits, minimize
losses and at the same time maintain its position as a responsible entity within the society.

So, in the current business world, everybody should have the knowledge of accounting discipline irrespective
of the job one is doing. Due to the rapid advancement in business activities due to industrialization and
globalization, the need for people having knowledge of accounts have increased manifold. It is impossible to
survive in today’s advanced business environment without adequate knowledge of basic accountancy.

Especially all business students should have some background in accounting to understand, interpret and
present the results of business. Keeping this objective in alignment, this study material is prepared to augment
the basic as well as advanced understanding of students in the related aspects of Corporate and Management
Accounting.

The Study Material which is divided in two parts covers in the details the concepts of Corporate Accounting in
Part — | and discusses Management Accounting and Valuation in detail under Part-II.

Besides, as per the Company Secretaries Regulations, 1982, students are expected to be conversant with the
amendments to the law made up to six months preceding the date of examination.

The legislative changes made upto June 30, 2020 have been incorporated in the study material. However, it
may so happen that some developments might have taken place during the printing of the study material and its
supply to the students. The students are therefore advised to refer e-bulletin and other publications for updation
of the study material.

In the event of any doubt, students may write to the Directorate of Academics of the Institute for clarification at
academics@icsi.edu.

Although due care has been taken in publishing this study material, the possibility of errors, omissions and /or
discrepancies cannot be rules out. This publication is released with an understanding that the Institute shall not
be responsible for any errors, omissions and/or discrepancies or any action taken in that behalf.

Should there be any discrepancies, errors or omissions noted in the study material, the Institute shall be obliged,
if the same is brought to its notice for issue of corrigendum in the e-Bulletin ‘Student Company Secretary’.

The Institute has decided that the examination for this paper under new syllabus from December 2019 session
onwards to be held in Optical Mark Recognition (OMR) format.



EXECUTIVE PROGRAMME
CORPORATE AND MANAGEMENT ACCOUNTING

Accounting helps organization in taking management decisions, formation of planning and control system. It
also helps expert advice in financial reporting with formulation and implementation of organizational strategies.

A proper accounting system is essential to any business, whether big or small, in order to manage its daily
functions and run it successfully. The main obligation of any business is to maximize profits, minimize losses
and at the same time maintain its position as a responsible entity within the society.

So, in the current business world, everybody should have the knowledge of accounting discipline irrespective of
the job one is doing. Due to the rapid advancement in business activities due to industrialization and globalization,
the need for people having knowledge of accounting, especially, Corporate and Management Accounting have
increased manifold in light of the rise in the magnitude of financial transactions and its complexities . Moreover,
the business scene is now getting dominated by more of corporate sector than sole proprietorship form of
business exposed to stringent regulatory framewok, which in turn, calls for more scientific approach towards
the critical financial facets of the business. It is impossible to survive in today’s advanced business environment
without adequate knowledge of basic accountancy.
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The financial statements are the end products of accounting process. They are prepared following the consistent
accounting concepts, principles, procedures and also the legal environment in which the business organizations
operate. These statements are the outcome of the summarizing process of accounting and therefore, are the
sources of information on the basis of which conclusions are drawn about the profitability, and the financial
position of a company. Hence, they need to be arranged in a proper form with suitable contents so that the
shareholders and other users of financial statements can easily understand and use them in their economic
decisions in a meaningful way.

The objective of this subject is to make the students understand the statutory provisions regarding preparation of
final accounts of companies. After going through this lesson, one should be able to — Familiarize and understand
with the requirements of preparation of statement of Profit and Loss and Balance Sheet and how to form a true
and fair view of the financial statements.



Accounting as they are the components of Financial Accounting
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Cash flow statement is additional information to the user of financial statement. This statement exhibits cash
inflows and outflows and cash equivalents. It assesses the ability of the enterprise to generate cash and utilize
cash. Cash Flow Statement is one of the tools for assessing the liquidity and solvency of the enterprise.

Accounting Standards (AS) are written policy documents by expert accounting body or by government or other
regulatory body covering the aspects of recognition, measurement, presentation and disclosure of accounting
transactions in the financial statements. The ostensible purpose of the standard-setting bodies is to promote
the dissemination of timely and useful financial information to investors and certain other parties having an
interest in the company’s economic performance. Accounting standards reduce the accounting alternatives
in the presentation of financial statements within the bounds of rationality, thereby ensuing comparability of
financial statements of different enterprises.

Cost is a measurement, in monetary terms, of the amount of resources used for the purpose of production of
goods or rendering services. Cost in simple words means the total of all expenses. Cost is also defined as
the amount of expenditure (actual or notional) incurred on or attributable to a given thing or to ascertain the
cost of a given thing. Cost is a generic term and it is always advisable to qualify the word cost to show exactly
what it means, e.g., prime cost and factory cost. Cost is also different from value as cost is measured in terms
of money, whereas value in terms of usefulness or utility of an article. Marginal costing is a principle whereby
variable costs are charged to cost units and the fixed costs attributable to the relevant period is written off in full
against the contribution for that period. Marginal costing is the ascertainment of marginal cost and the effect on
profit of changes in volume or type of output by differentiating between fixed costs and variable cost.

Vi



Management accounting is an applied discipline used in various industries. The specific functions and principles
they applied vary based on the industry. Management accounting principles in banking are specialized yet
do have some common fundamental concepts which are used whether the industry is manufacturing-based
or service-oriented. For example, transfer pricing is a concept used in manufacturing, but is also applied in
banking. It is a fundamental principle used in assigning value and revenue attribution to various business units.

Company secretaries, due to their excellence and depth of knowledge in various corporate and related laws, as
well as in finance and management disciplines and due to their professional training, are entrusted with several
key functions in the corporate sector. The role of a Company Secretary in different management hierarchy varies
from the positions held in the organization and the functions looked after by him/her. Company Secretary’s
functions encompass a wide spectrum of duties and responsibilities, which, if laid down, would be a never
ending list. However, for the sake of brevity, some of the important tasks, generally entrusted to a Company
Secretary and satisfactorily discharged by him/her in the Corporate world, are enumerated below.
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Company Secretaries also play an important role in the process of conforming to the different statutory/regulatory
requirements as prescribed by different authorities. Company Secretaries generally take part in the formulation
of various corporate policies for approval by the Board of Directors. Threadbare discussions are held by the
Corporate Management Team including the Company Secretary, before any policy is firmed up.
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