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Accounts Syllabus (Mains) (Post Code G)  

Basic Accounting concept including preparation of any E-BOOK or Hard books of accounts. 

(Income Statement, Balance Sheet, Statement of Cash Flows ETC) 

Taxation including Income Tax and Goods and Services Tax. (GST, Sales tax, Property tax, 

Estate tax, Income tax, FICA tax, etc.). 

 Auditing: – Auditing concepts and methods, Internal & External audit of companies. 

Commercial Laws: (Basic Knowledge) : Basics of Contract Act, Basics of Company Act, 

Basics of Sales of Goods Act, Negotiable Instrument Act, Companies law, Corporate law, 

Corporate governance, Competition law (antitrust), Consumer protection, Contract law, 

Environmental law, Intellectual property law, Copyright law, Patent law, ETC. 

Basic of computer-   Internet, Email, Hardware, Software Concepts, Word Processing. 

Formatting, Presentations, Graphics. Multimedia, Spreadsheets, Operating System, 

Browsers, Email, Memory (Internal, External, portable), Chats, Office (Word, PowerPoint, 

Excel), Networks, ETC. 

 

Index  

Chapter 1-  Basic Accounting (What is Accounting, Accounting functions, Methods of 

Accounting, Types of Accounting , Accounting Concept, Types of Business Organizations, 

Managing Sales, Managing Payroll, Balance Sheet, Statement of Cash Flows, Method of cash 

flows) 

Chapter 2- Taxation (GST, Types of Indirect tax, What is CGST, SGST and IGST, 

Composition Levy, Reverse Charge, GST ITC, GSTN ( Goods and Service Tax Network ), GST 

Returns method and Medium ) 
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Chapter 3-Auditing (Intro, Concept, Difference between Auditing and Investigation, 

Difference between Accountancy and Auditing,  OBJECTIVES AND ADVANTAGES OF AUDIT, 

Types of Auditing, Method of Auditing, The difference between internal and external 

audits) 

Chapter 4- Basic of computer-   Internet, Email, Hardware, Software Concepts, Word 

Processing. Formatting, Presentations, Graphics. Multimedia, Spreadsheets, Operating 

System, Browsers, Email, Memory (Internal, External, portable), Chats, Office (Word, 

PowerPoint, Excel), Networks, ETC. 

Chapter 5- Commercial Laws: (Basic Knowledge) : Basics of Contract Act, Basics of 

Company Act, Basics of Sales of Goods Act, Negotiable Instrument Act, Companies law, 

Corporate law, Corporate governance, Competition law (antitrust), Consumer protection, 

Contract law, Environmental law, Intellectual property law, Copyright law, Patent law, ETC. 

Chapter -1 (Basic Accounting ) 

What is Accounting ? 

Accounting is the system a company uses to measure its financial performance by noting and 

classifying all the transactions like sales, purchases, assets, and liabilities in a manner that adheres 

to certain accepted standard formats. It helps to evaluate a Company’s past performance, present 

condition, and future prospects. 

Accounting functions 

Accountants do not record a conversation or an idea. They must first have a document. 

 

In almost any business, these documents are numerous and their recording requires some sort of 

logical system. Recording is first carried out in a book of original entry called the journal. A journal 

is a record, listing transactions in a chronological order. 

At this point, we have a record of a great volume of data. How can this data best be used? Aside 

from writing down what has occurred for later reference, what has been accomplished? The answer 

is, of course, that the accountant has only started on his task. This great volume of data in detailed 

listings must be summarized in a meaningful way. 

When asked, the accountant must turn to these summaries to answer questions like: 

• What were total sales this month? 
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• What were the total expenses and what were the types and amounts of each expense? 

• How much cash is on hand? 

• How much does the business owe? 

• How much are the accounts receivable? 

The next task after recording and classifying is summarizing the data in a significant fashion. 

The records kept by the accountant are of little value until the information contained in the records 

is reported to the owner(s) or manager(s) of the business. These records are reported to the 

owners by preparing a wide variety of financial statements. 

The accountant records, classifies, summarizes, and reports transactions that are mainly financial in 

nature and affect the business. The reporting, of course, involves placing his interpretation on the 

summarized data by the way he arranges his reports. 

Every business has a unique method of maintaining its accounting books. However, all accounting 

systems are similar in the following manner: 

• Business documents representing transactions that have taken place. (A business 

transaction occurs when goods are sold, a contract is signed, merchandise is purchased, or some 

similar financial transaction has occurred). 

• Various journals where the documents are recorded in detail and classified 

• Various ledgers where the details recorded in the journals are summarized 

• Financial reports where the summarized information is presented 

Where variations exist, they have to do with the way the business transaction is assembled, 

processed, and recorded. 

These methods are partly arbitrary. First, you must understand certain simple principles of 

accounting. When you have a firm grasp of the fundamentals you can deal with any kind of 

accounting problem. 

• Recording 

• Classifying 

• Summarizing 

• Reporting and evaluating the financial activities of a business 

Before any recording can take place, there must be something to record. In accounting, the 

something consists of a transaction or event that has affected the business. Evidence of the 

transaction is called a document. 

For example: 
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• A sale is made, evidenced by a sales slip. 

• A purchase is made, as evidenced by a check and other documents such as an invoice and a 

purchase order. 

• Wages are paid to employees with the checks and payroll records as support. 

• A Types of Accounting 

 

Methods of Accounting 

The two methods of tracking your accounting records are: 

i)Cash Based Accounting 

ii) Accrual Method of Accounting  

Cash Based Accounting 

Most of us use the cash method to keep track of our personal financial activities. The cash method 

recognizes revenue when payment is received, and recognizes expenses when cash is paid out. For 

example, your personal checkbook record is based on the cash method. Expenses are recorded 

when cash is paid out and revenue is recorded when cash or check deposits are received. 

Accrual Accounting 

The accrual method of accounting requires that revenue be recognized and assigned to the 

accounting period in which it is earned. Similarly, expenses must be recognized and assigned to the 

accounting period in which they are incurred. 

A Company tracks the summary of the accounting activity in time intervals called Accounting 

periods. These periods are usually a month long. It is also common for a company to create an 

annual statement of records. This annual period is also called a Fiscal or an Accounting Year. 

The accrual method relies on the principle of matching revenues and expenses. This principle says 

that the expenses for a period, which are the costs of doing business to earn income, should be 

compared to the revenues for the period, which are the income earned as the result of those 

expenses. In other words, the expenses for the period should accurately match up with the costs of 

producing revenue for the period. 

In general, there are two types of adjustments that need to be made at the end of the accounting 

period. The first type of adjustment arises when more expense or revenue has been recorded than 

was actually incurred or earned during the accounting period. An example of this might be the pre-

payment of a 2-year insurance premium, say, for 

$2000. The actual insurance expense for the year would be only 

$1000. Therefore, an adjusting entry at the end of the accounting period is necessary to show the 

correct amount of insurance expense for that period. 
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Similarly, there may be revenue that was received but not actually earned during the accounting 

period. For example, the business may have been paid for services that will not actually be provided 

or earned until the next year. In this case, an adjusting entry at the end of the accounting period is 

made to defer, that is, to postpone, the recognition of revenue to the period it is actually earned. 

Although many companies use the accrual method of accounting, some small businesses prefer the 

cash basis. The accrual method generates tax obligations before the cash has been collected. This 

benefits the Government because the IRS gets its tax money sooner. 

Cash versus Accrual Accounting 

Accounts Receivable is an asset that is owed to you but you do not have money in the bank or 

property to show you own something - it is intangible, on paper. It grows or accumulates as you 

issue invoices; therefore, Accounts Receivable is part of an accrual accounting system. 

Double-entry accounting is the most accurate and best way to keep your financial records. With a 

computer, you don’t have to fully understand all the accounting details. Basically, in double entry 

accounting each transaction affects two or more categories or accounts, so everything stays in 

balance. Therefore, if you change an asset balance by issuing an invoice some other category 

balance changes as well. In this case, when you issue an invoice, the category that balances the asset 

called Accounts Receivable is an income or a sales account. 

When you bill your client, there is an increase in income (on paper) and hence an increase in 

Accounts Receivable. When you are paid, the paper asset turns into money you put in the bank – a 

tangible asset. Through a process of recording the payment and the deposit, Accounts Receivable 

decreases and the bank balance increases. This accounting program takes care of all the accounting 

details. 

This paper income can be confusing if you don’t understand that it is the total of all invoiced work, 

both paid and unpaid. If you have invoiced clients for a total of $10,000 but only $2,000 has been 

paid, your income will be $10,000 and your Accounts Receivable balance will be $8,000, and your 

bank account has increased by the $2,000 you received. An accountant would call this an accrual 

accounting method. 

A cash accounting method only counts income when money is received, and it does not keep track 

of Accounts Receivable. 

However, in real life, small businesses tend to use both methods without realizing the difference 

until income tax time. 

This program can handle both accrual and cash based accounting. You can use the G/L Setup option 

in the G/L module to select either Cash or Accrual based accounting. We recommended that you  

consult with your accountant to determine which system will work best for you. 

liabilities are notes payable and accounts payable. Accounts payable is an unwritten promise to pay 

suppliers or lenders specified sums of money at a definite future date. 

 Types of Accounting  
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In order to track money within an organization, different types of accounting categories exist. These 

categories are used to denote if the money is owned or owed by the organization. Let us discuss the 

three main categories: Assets, Liabilities, and Capital. 

Assets 

An Asset is a property of value owned by a business. Physical objects and intangible rights such as 

money, accounts receivable, merchandise, machinery, buildings, and inventories for sale are 

common examples of business assets as they have economic value for the owner. Accounts 

receivable is an unwritten promise by a client to pay later for goods sold or services rendered. 

Assets are generally listed on a balance sheet according to the ease with which they can be 

converted to cash. They are generally divided into three main groups: 

i)Current 

ii)Fixed 

iii) Intangible 

Current Asset 

A Current Asset is an asset that is either: 

•Cash – includes funds in checking and savings accounts 

•Marketable securities such as stocks, bonds, and similar investments 

•Accounts Receivables, which are amounts due from customers 

•Notes Receivables, which are promissory notes by customers to pay a definite sum plus interest on 

a certain date at a certain place. 

•Inventories such as raw materials or merchandise on hand 

•Prepaid expenses – supplies on hand and services paid for but not yet used (e.g. prepaid 

insurance) 

In other words, cash and other items that can be turned back into cash within a year are considered 

a current asset. 

Fixed Assets 

Fixed Assets refer to tangible assets that are used in the business. Commonly, fixed assets are long-

lived resources that are used in the production of finished goods. Examples are buildings, land, 

equipment, furniture, and fixtures. These assets are often included under the title property, plant, 

and equipment that are used in running a business. There are four qualities usually required for an 

item to be classified as a fixed asset. The item must be: 

•Tangible 

•Long-lived 
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•Used in the business 

•Not be available for sale 

Certain long-lived assets such as machinery, cars, or equipment slowly wear out or become 

obsolete. The cost of such as assets is systematically spread over its estimated useful life. This 

process is called depreciation if the asset involved is a tangible object such as   a building or 

amortization if the asset involved is an intangible asset such as a patent. Of the different kinds of 

fixed assets, only land does not depreciate. 

Intangible Assets 

Intangible Assets are assets that are not physical assets like equipment and machinery but are 

valuable because they can be licensed or sold outright to others. They include cost of organizing a 

business, obtaining copyrights, registering trademarks, patents on an invention or process and 

goodwill. Goodwill is not entered as an asset unless the business has been purchased. It is the least 

tangible of all the assets because it is the price a purchaser is willing to pay for a company’s 

reputation especially in its relations with customers. 

Liabilities 

A Liability is a legal obligation of a business to pay a debt. Debt can be paid with money, goods, or 

services, but is usually paid in cash. The most common  

Current Liabilities 

Current Liabilities are liabilities that are due within a relatively short period of time. The term 

Current Liability is used to designate obligations whose payment is expected to require the use of 

existing current assets. Among current liabilities are Accounts Payable, Notes Payable, and Accrued 

Expenses. These are exactly like their receivable counterparts except the debtor-creditor 

relationship is reversed. 

Accounts Payable is generally a liability resulting from buying goods and services on credit 

Suppose a business borrows $5,000 from the bank for a 90-day period. When the money is 

borrowed, the business has incurred a liability – a Note Payable. The bank may require a written 

promise to pay before lending any amount although there are many credit plans, such as revolving 

credit where the promise to pay back is not in note form. 

On the other hand, suppose the business purchases supplies from the ABC Company for $1,000 and 

agrees to pay within 30 days. Upon acquiring title to the goods, the business has a liability – an 

Account Payable – to the ABC Company. 

In both cases, the business has become a debtor and owes money to a creditor. Other current 

liabilities commonly found on the balance sheet include salaries payable and taxes payable. 
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Another type of current liability is Accrued Expenses. These are expenses that have been incurred 

but the bills have not been received for it. Interest, taxes, and wages are some examples of expenses 

that will have to be paid in the near future. 

Long-Term Liabilities 

Long-Term Liabilities are obligations that will not become due for  a comparatively long period of 

time. The usual rule of thumb is that long-term liabilities are not due within one year. These include 

such things as bonds payable, mortgage note payable, and any other debts that do not have to be 

paid within one year. 

You should note that as the long-term obligations come within the one-year range they become 

Current Liabilities. For example, mortgage is a long-term debt and payment is spread over a 

number of years. However, the installment due within one year of the date of the balance sheet is 

classified as a current liability. 

Capital 

Capital, also called net worth, is essentially what is yours – what would be left over if you paid off 

everyone the company owes  money to. If there are no business liabilities, the Capital, Net Worth, or 

Owner Equity is equal to the total amount of the Assets of the business. 

Accounting Concept  

i)The Accounting Equation 

ii) The Double Entry System 

 

The Accounting Equation 

Now let us discuss the accounting equation, which keeps all the business accounts in balance. We 

will create this equation in steps to clarify your understanding of this concept. In order to start a 

business, the owner usually has to put some money down to finance the business operations. Since 

the owner provides this money, it is called Owner’s equity. In addition, this money is an Asset for 

the company. This can be represented by the equation: 

ASSETS = OWNER’S EQUITY 

If the owner of the business were to close down this business, he would receive all its assets. Let’s 

say that owner decides to accept a loan from the bank. When the business decides to accept the 

loan, their Assets would increase by the amount of the loan. In addition, this loan is also a Liability 

for the company. This can be represented by the equation: 

 

Assets = Liabilities + Owner’s Equity 
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Now the Assets of the company consist of the money invested by the owner, (i.e. Owner’s Equity), 

and the loan taken from the bank, (i.e. a Liability). The company’s liabilities are placed before the 

owners’ equity because creditors have first claim on assets. 

If the business were to close down, after the liabilities are paid off, anything left over (assets) would 

belong to the owner. 

The Double Entry System 

As we had mentioned earlier that today’s accounting principles are based on the system 

created by an Italian Monk Fra Luca Pacioli. He developed this system over 500 years ago. 

Pacioli had devised this method of keeping books, which is today known as the Double 

Entry system of accounting. He explained that every time a transaction   took place whether 

it was a sale or a collection – there were two 

Offsetting sides. The entry required a two-part “give-and-get” entry for each transaction. 

Here is a simple explanation of the double entry system. Say you took a loan from the bank 

for $5,000. Now if you can recall in an earlier discussion we had mentioned that: 

 

ASSETS = LIABILITIES + OWNER’S EQUITY 

Since the company borrowed money from the bank, the $5,000 is a liability for the 

company. In addition, now that the company has the extra $5,000, this money is an asset 

for the company. If we were to record this information in our accounts, we would put 

$5,000 in an account called Loan Taken from the Bank, and $5,000 in an account called 

Cash Saved in the Bank. The former account will be a Liability and the second account 

would be an Asset. As you can see, we created two entries. The first one is to show from 

where the money was received (i.e. the source of the money). The second entry is to show 

where the money was sent (i.e. the destination of the money received). 

In a double entry accounting system, every transaction is recorded in the form of debits 

and credits. Even for the simplest double entry, transaction there will be a debit and a 

credit. In simpler terms, a debit is the application of money, and credit is the source of 

money. 

Types of Business Organizations  

Three principal types of organizations have developed as ways of owning and operating business 

enterprise. 

 

In general, business entity or organizations are: 
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•Sole proprietorship 

•Partnerships 

•Corporations 

Let us discuss these concepts starting with the simplest form of business organization, the single or 

sole proprietorship. 

Sole Proprietorship 

A sole proprietorship is a business wholly owned by a single individual. It is the easiest and the 

least expensive way to start a business and is often associated with small storekeepers, service 

shops, and professional people such as doctors, lawyers, or accountants. The sole proprietorship is 

the most common form of business organization and is relatively free from legal complexities. 

One major disadvantage of sole proprietorship is unlimited liability since the owner and the 

business are regarded as the same, from a legal standpoint. 

Partnerships 

A partnership is a legal association of two or more individuals called partners and who are co-

owners of a business for profit. Like proprietorships, they are easy to form. This type of business 

organization is based upon a written agreement that details the various interests and right of the 

partners and it is advisable to get legal advice and document each person’s rights and 

responsibilities. 

There are three main kinds of partnerships 

• General partnership 

• Limited partnership 

• Master limited partnership 

General Partnership 

A business that is owned and operated by 2 or more persons where each individual has a right as a 

co-owner and is liable for the business’s debts. Each partner reports his share of the partnership 

profits or losses on his individual tax return. The partnership itself is not responsible for any tax 

liabilities. 

 

A partnership must secure a Federal Employee Identification number from the Internal Revenue 

Service (IRS) using special forms. 

Each partner reports his share of partnership profits or losses on his individual tax return and pays 

the tax on those profits. The partnership itself does not pay any taxes on its tax return. 

Limited Partnership 
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In a Limited Partnership, one or more partners run the business as General Partners and the 

remaining partners are passive investors who become limited partners and are personally liable 

only for the amount of their investments. They are called limited partners  because they cannot be 

sued for more money than they have invested in the business. 

Limited Partnerships are commonly used for real-estate syndication. 

Master Limited Partnership 

Master Limited Partnerships are similar to Corporations trading partnership units on listed stock 

exchanges. They have many advantages that are similar to Corporations e.g. Limited liability, 

unlimited life, and transferable ownership. In addition, they have the added advantage if 90% of 

their income is from passive sources (e.g. rental income), then they pay no corporate taxes since the 

profits are paid to the stockholders who are taxed at individual rates. 

Corporations 

The Corporation is the most dominant form of business organization in our society. A Corporation 

is a legally chartered enterprise with most legal rights of a person including the right to conduct 

business, own, sell and transfer property, make contracts, borrow money, sue and be sued, and pay 

taxes. Since the Corporation exists as a separate entity apart from an individual, it is legally 

responsible for its actions and debts. 

The modern Corporation evolved in the beginning of this century when large sums of money were 

required to build railroads and steel mills and the like and no one individual or partnership could 

hope to raise. The solution was to sell shares to numerous investors (shareholders) who in turn 

would get a cut of the profits in exchange for their money. To protect these investors associated 

with such large undertakings, their liability was limited to the amount of their investment. 

Since this seemed to be such a good solution, Corporations became a vibrant part of our nation’s 

economy. As rules and regulations evolved as to what a Corporation could or could not do, 

Corporations acquired most of the legal rights as those of people in that it could receive, own sell 

and transfer property, make contracts, borrow money, sue and be sued and pay taxes. 

  

The strength of a Corporation is that its ownership and management are separate. In theory, the 

owners may get rid of the Managers if they vote to do so. Conversely, because the shares of the 

company known as stock can sold to someone else, the Company’s ownership can change 

drastically, while the management stays the same. The Corporation’s unlimited life span coupled 

with its ability to raise money gives it the potential for significant growth. 

A Company does not have to be large to incorporate. In fact, most corporations, like most 

businesses, are relatively small, and most small corporations are privately held. 

Some of the disadvantages of Corporations are that incorporated businesses suffer from higher 

taxes than unincorporated businesses. In addition, shareholders must pay income tax on their share 
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of the Company’s profit that they receive as dividends. This means that corporate profits are taxed 

twice. 

There are several different types of Corporation based on various distinctions, the first of which is 

to determine if it is a public, quasi- public or Private Corporation. Federal or state governments 

form Public Corporations for a specific public purpose such as making student loans, building dams, 

running local school districts etc. 

Quasi-public Corporations are public utilities, local phones, water, and natural gas. Private 

Corporations are companies owned by individuals or other companies and their investors buy 

stock in the open market. This gives private corporations access to large amounts of capital. 

Public and private corporations can be for-profit or non-profit corporations. For-profit 

corporations are formed to earn money for their owners. Non-profit Corporations have other goals 

such as those targeted by charitable, educational, or fraternal organizations. No stockholder shares 

in the profits or losses and they are exempt from corporate income taxes. 

Professional Corporations are set up by businesses whose shareholders offer professional services 

(legal, medical, engineering, etc.) and can set up beneficial pension and insurance packages. 

Limited Liability Companies (LLCs as they are called) combine the advantages of S Corporations 

and limited partnerships, without having to abide by the restrictions of either. LLCs allow 

companies to pay taxes like partnerships and have the advantage of protection from liabilities 

beyond their investments. Moreover, LLCs can have over 35 investors or shareholders (with a 

minimum of 2 shareholders). Participation in management is not restricted, but its life span is 

limited to 30 years. 

 

Subchapter S Corporation 

 

Subchapter S Corporation, also known as an S Corporation is a cross between a partnership and a 

corporation. However, many states do not recognize a Subchapter S selection for state tax purposes 

and will tax the corporation as a regular corporation. 

The flexibility of these corporations makes them popular with small- and medium-sized businesses. 

Subchapter S allows profits or losses to travel directly through the corporation to you and to the 

shareholders. If you earn other income during the first year and the corporation has a loss, you may 

deduct against the other income, possibly wiping out your tax liability completely subject to the 

limitations of Internal Revenue Service tax regulations. 

Subchapter S corporations elect not to be taxed as corporations; instead, the shareholders of a 

Subchapter S corporation include their proportionate shares of the corporate profits and losses in 

their individual gross incomes. Subchapter S corporations are excellent devices to allow small 

businesses to avoid double taxation. If your company does produce a substantial profit, forming a 

Subchapter S Corporation would be wise, because the profits will be added to your personal income 
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and taxed at an individual rate. These taxes may be lower than the regular corporate rate on that 

income. 

To qualify under Subchapter S, the corporation must be a domestic corporation and must not be a 

member of an affiliated group. Some  of the other restrictions include that it must not have more 

than 35 shareholders – all of who are either individuals or estates. Subchapter S corporations can 

have an unlimited amount of passive income from rents, royalties, and interest. For more 

information on the rules that apply to a Subchapter S corporation, contact your local IRS office. 

Limited Liability Company 

Limited Liability Companies (LLCs as they are called) combine the advantages of S Corporations 

and limited partnerships, without having to abide by the restrictions of either. LLCs allow 

companies to pay taxes like partnerships and have the advantage of protection from liabilities 

beyond their investments. Moreover, LLCs can have over 35 investors or shareholders (with a 

minimum of 2 shareholders). Participation in management is not restricted, but its life span is 

limited to 30 years. 

Managing Sales 

Sales made by businesses can be broken down into the following main categories: 

i)Cash sales 

ii) Sales on account 

Cash Sales 

Some businesses sell merchandise for cash only, while others sell merchandise either for cash or on 

account. A variety of practices are followed in the handling of cash sales. If such transactions are 

numerous, it is probable that one or more types of cash registers will be used. In this instance, the 

original record of the sales is made in the register. 

Often, registers have the capability of accumulating more than one total. This means that by using 

the proper key, each amount that is punched in the register can be classified by type of 

merchandise, by department, or by salesperson. Where sales tax is involved, the amount of the tax 
may be separately recorded. In accounting terms, a cash sale means that the asset Cash is increased 

by a debit and the income account Sales and a liability account Sales Tax Payable are credited. This 

displays in the table below: 

 Debit Credit 

Cash 110.00  

Sales  100.00 

Sales Tax  10.00 

Total 110.0 110.00 
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In many retail establishments, the procedure in handling cash sales is for the sale clerks to prepare 

sale tickets in triplicate. Sometimes the preparation of the sales tickets involves the use of a cash 

register that prints the amount of the sale directly on the ticket. Modern electronic cash registers 

serve as input terminals that are online with computers, that is, in direct communication with the 

central processor. At the end of each day, the cash received is compared with the record that the 

register provides. The receipts may also be compared with the total of the cash-sales tickets, if the 

system makes use of the latter. 

Sales on Account 

Sales on account are often referred to as charge sales because the seller exchanges merchandise for 

the buyer’s promise to pay. In accounting terms, this means that the asset Accounts Receivable of 

the seller is increased by a debit or charge, and the income account sales is increased by a credit. 

Selling goods on account is common practice at the retail level of the distribution process. 

Firms that sell goods on account should investigate the financial reliability of their clients. A 

business of some size may have a separate credit department whose major function is to establish 

credit policies and decide upon requests for credit from persons and firms who wish to buy goods 

on account. 

 

Seasoned judgment is needed to avoid a credit policy that is so stringent that profitable business 

may be refused, or a credit policy that is so liberal that uncollectable account losses may become 

excessive. 

Generally, no goods are delivered until the salesclerk is assured that the buyer has established 

credit - that there is an account established for this client with the company. In the case of many 

retail businesses, clients with established credit are provided with credit cards or charge plates, 

which provide evidence that the buyer has an account. These are used in mechanical or electronic 

devices to print the client’s name and other identification on the sales tickets. In the case of 

merchants who commonly receive a large portion of their orders by mail or by phone, this 

confirmation of the buyer’s status can be handled as a matter of routine before the goods are 

delivered. 

 

Managing Payroll 

Payroll Records 

An employer, regardless of the number of employees, must maintain all records pertaining to 

payroll taxes (income tax withholding, Social Security, and federal unemployment tax) 

There are several different kinds of employment records that must be maintained to satisfy federal 

requirements. These records are summarized below: 

Income-Tax-Withholding Records 
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• Name, address, and Social Security number of each employee 

• Amount and date of each payment of compensation 

• Amount of wages subject to withholding in each payment 

• Amount of withholding tax collected from each payment 

• Reason that the taxable amount is less than the total payment 

• Statement relating to employees’ non-resident alien status 

• Market value and date of non-cash compensation 

• Information about payments made under sick-pay plans 

• Withholding exemption certificates 

• Agreements regarding the voluntary withholding of extra cash 

• Dates and payments to employees for non-business services 

• Statements of tips received by employees 

• Requests for different computation of withholding taxes 

Social Security (FICA) Tax Records 

• Amount of each payment subject to FICA tax 

• Amount and date of FICA tax collected from each payment 

• Explanation for the difference, if any 

Unemployment and Disability Records 

• Total amount paid during calendar year 

• Amount subject to unemployment tax 

• Amount of contributions paid into the state unemployment fund 

• Any other information requested on the unemployment tax return 

• State disability contributions 

 

Income Statement 

An Income Statement is also called a Profit and Loss Report. In addition, the word Revenue is often 

used in place of the word Income. An Income Statement is used to inform you about the income 

earned, expenses incurred, and the total profit or loss in a particular period. Two common periods 

for creating an income statement are monthly and annually. 
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Joe’s Bicycle Company 
123 Main Street 

Any Town CA 99999 

Income Statement 

This report summarizes all Income (or sales), the amounts that have been or will be received from 

customers for goods delivered or services rendered to them, and all expenses, the costs that have 

arisen in generating revenues. To show the actual profit or loss of a company, the expenses are 

subtracted from the revenues to show the Net Income – profit or the “bottom line”. 

Income Accounts: These accounts are used to track income earned during the process of operating 

your business. The income of a business comes from sales to customers or fees for services or both. 

Some of the common names for income accounts are: 

•Income from Sales 

•Income from Freight 

•Other Income 

 

Expense Accounts: These accounts are used to track expenses incurred during the process of 

operating your business. Expenses include both the costs directly associated with creating products 

and general operating expenses. Some of the common names for expense accounts are: 

•Cost of Sales 

•office Supplies 

•Utilities 

•Payroll Expenses 

•Tax Expenses 

A very simple form of an income statement displays in the following example: 
 
 
 
 
 
 
 
 

Income  
Income from Sales 15,000.00 
Income from Freight 1,000.00 
Other Income    250.00 

Total Income 16,250.00 

Expenses 
 

Cost of Sales 2,000.00 
Office Supplies 250.00 
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Telephone Expense 500.00 
Utilities 100.00 
Consulting Fees 750.00 
Maintenance 300.00 
Insurance 250.00 
Miscellaneous Expenses 375.00 
Travel & Entertainment 650.00 
Bank Charges 25.00 
Payroll Expense 4,000.00 
Tax Expense  2,500.00 
Total Expenses 11,700.00 

Net Income/Loss 4,550.00 
 

Balance Sheet 

A Balance sheet is like a “snapshot” that gives you the overall  picture of the financial health of a 

company at one moment in time. This report lists the assets, liabilities, and owner’s equity in the 

business. Unlike the income statement, this report is always created to show the financial status as 

of a certain date. Two common ending periods to create a balance sheet are the end of a month and 

the end of the year. 

The Balance Sheet has two sections. The first section lists all the Asset accounts and their balances. 

At the end of the list, the totals of all assets are listed. In the second section, the Liability and 

Owner’s Equity accounts are listed. There are two sub-totals for the Liability and the Equity 

accounts. At the end, there is a combined total of the Liabilities and Owner’s Equity. As discussed 

earlier in the  accounting equation, the Assets equal the sum of the Liabilities and the Equities. You 

will also notice that the Profit from the income statement is listed in the Equity section of the 

balance sheet. Some of the important accounts in the balance sheet are: 

Current Assets: Current assets are always listed first and include cash and other items that can 

be converted into cash within the following year. This includes funds in checking and savings 

accounts. 

Accounts Receivable: Accounts Receivable represents money owed to the business. These 

usually result from the sale of merchandise or performance of services for a client on account. The 

phrase On Account indicates that on the date the goods were sold to the client, or the service 

performed for him, the business did not receive full payment. However, it did obtain an asset – the 

right to collect payment for merchandise sold or Services performed. The claim a business has 

against a credit client is referred to as an Account Receivable. It is an asset because it represents a 

legal claim to cash. 

Inventory: Inventories may represent merchandise purchased for resale as well as the raw 

materials acquired by a manufacturing firm to put into the product. In the case of a manufacturer, 

the term inventories also includes manufacturing supplies, purchased parts, the work that is in 

process, and finished goods. Inventory is also an asset account. 
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Joe’s Bicycle Company 123 Main Street 

Any Town CA 99999 

Balance Sheet 

Accounts Payable: When you purchase goods or services on account, you are usually required to 

pay within a fixed period of time. These amounts you owe for the goods or services purchased are 

called accounts payable. The payment of these purchases is usually due within a relatively short 

period of time. Usually this period is one year or less. Typical periods are thirty to sixty days. The 

payment for these short-term liabilities requires the use of existing resources like the Cash or The 

Checking Account. 

A very simple form of a balance sheet displays in the following example: 
 
 
 
 
 
 
 
Assets  

Checking Account 25,000.00 
Investments 75,000.00 
Inventory 25,000.00 
Accounts Receivable 10,000.00 
Machinery & Equipment 22,500.00 
Investments 100,000.00 
Total Assets 257,500.00 

Liabilities & Equity 
 

Accounts Payable 15,000.00 
Loans Payable 60,450.00 
Salaries Payable 75,000.00 
Taxes Payable   2,500.00 
Total Liabilities 152,950.00 

Owner’s Equity 100,000.00 
Profit/Loss    4,550.00 
Total Equity 104,550.00 

 
Total Liabilities & Equity 

  _ 
257,500.00 

 

This program automatically creates the Balance Sheet and the Income Statements for you. All the 

accounts are automatically updated when you create invoices, checks, and transactions in the 

system. To create a Balance Sheet or an Income Statement all you have to do is to select the report 

from the menu and print it. 

Cash Flow Statement 

What Is a Cash Flow Statement? 
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The statement of cash flows, or the cash flow statement, is a financial statement that summarizes 

the amount of cash and cash equivalents entering and leaving a company. 

The cash flow statement (CFS) measures how well a company manages its cash position, meaning 

how well the company generates cash to pay its debt obligations and fund its operating expenses. 

The cash flow statement complements the balance sheet and income statement and is a mandatory 

part of a company's financial reports since 1987. 

How to Use a Cash Flow Statement 

The CFS allows investors to understand how a company's operations are running, where its money 

is coming from, and how money is being spent. The CFS is important since it helps investors 

determine whether a company is on a solid financial footing. 

Creditors, on the other hand, can use the CFS to determine how much cash is available (referred to 

as liquidity) for the company to fund its operating expenses and pay its debts. 

KEY TAKEAWAYS 

i)A cash flow statement is a financial statement that summarizes the amount of cash and cash 

equivalents entering and leaving a company.  

ii)The cash flow statement measures how well a company manages its cash position, meaning how 

well the company generates cash to pay its debt obligations and fund its operating expenses.  

iii)The cash flow statement complements the balance sheet and income statement and is a 

mandatory part of a company's financial reports since 1987. 

The Structure of the Cash Flow Statement  

The main components of the cash flow statement are: 

i)Cash from operating activities 

ii) Cash from investing activities 

iii) Cash from financing activities 

Disclosure of noncash activities is sometimes included when prepared under the generally accepted 

accounting principles, or GAAP 

 

It's important to note that the CFS is distinct from the income statement and balance sheet because 

it does not include the amount of future incoming and outgoing cash that has been recorded on 

credit. Therefore, cash is not the same as net income, which on the income statement and balance 

sheet, includes cash sales and sales made on credit. 

Operating Activities 
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The operating activities on the CFS include any sources and uses of cash from business activities. In 

other words, it reflects how much cash is generated from a company's products or services. 

 Generally, changes made in cash, accounts receivable, depreciation, inventory, and accounts 

payable are reflected in cash from operations.  

These operating activities might include: 

i)Receipts from sales of goods and services 

ii) Interest payments 

iii) Income tax payments 

iv) Payments made to suppliers of goods and services used in production 

v) Salary and wage payments to employees 

Rent payments 

Any other type of operating expenses 

In the case of a trading portfolio or an investment company, receipts from the sale of loans, debt, or 

equity instruments are also included. When preparing a cash flow statement under the indirect 

method, depreciation, amortization, deferred tax, gains or losses associated with a noncurrent 

asset, and dividends or revenue received from certain investing activities are also included. 

However, purchases or sales of long-term assets are not included in operating activities. 

Methods of Cash Flow 

Direct Cash Flow Method 

The direct method adds up all the various types of cash payments and receipts, including cash paid 

to suppliers, cash receipts from customers and cash paid out in salaries. These figures are 

calculated by using the beginning and ending balances of a variety of business accounts and 

examining the net decrease or increase in the accounts. 

Operating Activities 

Cash received from customers 800 

Cash paid to suppliers  (150) 

Employee compensations (200) 

Other operating expenses paid (250) 

Net Cash from operating activities 200 

 

Investing Activities 
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Sale of land  200 

Purchase of equipment (300) 

Net cash from investing activities 100 

 

Financing Activities 

Common Share dividends 

(200) 

Payment on long-term debt (300) 

Net cash from financing activities (500) 

Beginning Cash balance X 

Ending Cash balance  Y 

 

 

Indirect Cash Flow Method 

With the indirect method, cash flow from operating activities is calculated by first taking the net 

income off of a company's income statement. Because a company’s income statement is prepared 

on an accrual basis, revenue is only recognized when it is earned and not when it is received. Net 

income is not an accurate representation of net cash flow from operating activities, so it becomes 

necessary to adjust earnings before interest and taxes (EBIT) for items that affect net income, even 

though no actual cash has yet been received or paid against them. The indirect method also makes 

adjustments to add back non-operating activities that do not affect a company's operating cash 

flow. 

For example, depreciation is not really a cash expense; it is an amount that is deducted from the 

total value of an asset that has previously been accounted for. That is why it is added back into net 

sales for calculating cash flow. 

Operating Activities 

Net income – 50,000 

Add: Depreciation expense – 10,000 
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A decrease in AR – 2,000 

Increase in inventory – 3,000 

A decrease in prepaid expense – 4,000 

Increase in accounts payable – 5,000 

Net Cash from operating activities – XXX 

Investing Activities 

Sale of land – 200 

Purchase of equipment – (300) 

Net cash from investing activities – 100 

Financing Activities 

Common Share dividends – (200) 

Payment on long-term debt – (300) 

Net cash from financing activities – (500) 
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Beginning Cash balance – X 

Ending Cash balance – Y 

  

Accounts Receivable and Cash Flow 

Changes in accounts receivable (AR) on the balance sheet from one accounting period to the next 

must also be reflected in cash flow. If accounts receivable decreases, this implies that more cash has 

entered the company from customers paying off their credit accounts—the amount by which AR 

has decreased is then added to net sales. If accounts receivable increases from one accounting 

period to the next, the amount of the increase must be deducted from net sales because, although 

the amounts represented in AR are revenue, they are not cash. 

Inventory Value and Cash Flow 

An increase in inventory, on the other hand, signals that a company has spent more money to 

purchase more raw materials. If the inventory was paid with cash, the increase in the value of 

inventory is deducted from net sales. A decrease in inventory would be added to net sales. If 

inventory was purchased on credit, an increase in accounts payable would occur on the balance 

sheet, and the amount of the increase from one year to the other would be added to net sales. 

The same logic holds true for taxes payable, salaries payable, and prepaid insurance. If something 

has been paid off, then the difference in the value owed from one year to the next has to be 

subtracted from net income. If there is an amount that is still owed, then any differences will have 

to be added to net earnings. 

Investing Activities and Cash Flow 

Investing activities include any sources and uses of cash from a company's investments. A purchase 

or sale of an asset, loans made to vendors or received from customers or any payments related to a 

merger or acquisition is included in this category. In short, changes in equipment, assets, or 

investments relate to cash from investing. 

Usually, cash changes from investing are a "cash out" item, because cash is used to buy new 

equipment, buildings, or short-term assets such as marketable securities. However, when a 

company divests an asset, the transaction is considered "cash in" for calculating cash from 

investing. 

Cash From Financing Activities 
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Cash from financing activities include the sources of cash from investors or banks, as well as the 

uses of cash paid to shareholders. Payment of dividends, payments for stock repurchases and the 

repayment of debt principal (loans) are included in this category. 

Changes in cash from financing are "cash in" when capital is raised, and they're "cash out" when 

dividends are paid. Thus, if a company issues a bond to the public, the company receives cash 

financing; however, when interest is paid to bondholders, the company is reducing its cash. 

 

Chapter -2 (Taxation) 

GST (Goods and Services Tax) 

GST is a huge reform for indirect taxation in India, the likes of which the country has not 

seen post Independence. GST will simplify indirect taxation, reduce complexities, and 

remove the cascading effect. Experts believe that it will have a huge impact on businesses 

both big and small, and change the way the economy functions. 

This ebook will help you understand the basics of GST, important terminologies and 

concepts, and how this might affect your business in the long run. Students of finance, 

business professionals, entrepreneurs, tax practitioners and accountants will find this e-

book comprehensive and helpful in understanding GST. 

Types of Indirect Tax  
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Central taxes: levied by the Central govt (includes Central Sales Tax, Excise  Duty etc.) 

State taxes: levied by the various state govts (VAT, Service Tax,Octroi) 

The current indirect tax has one major problem - the cascading effect. When you buy something, 

you paya tax on tax itself. 

Let’s understand this with a hypothetical numerical example 

STAGE 1 

Say a shirt manufacturer pays INR 100 to buy raw materials. 

If the rate of taxes is set at 10%, and there is no profit or loss involved, then he has to pay INR 10 as 

tax. So, the final cost of the shirt now becomes INR (100+10=) 110. 

STAGE2 

At the next stage, the wholesaler buys the shirt from the manufacturer at INR 110, and adds labels 

to it. When he is adding labels, he is adding value. Therefore his cost increas- es by say INR 40. On 

top of this, he has to pay a 10% tax, and the final cost therefore becomes INR (110+40=) 150 + 10% 

tax 

=165. 

STAGE 3 

Now, the retailer pays INR 165 to buy  the shirt from the wholesaler because the tax liability had 

passed on to him. He has to package the shirt, and when he does that, he is adding value again. This 

time, let’s say his value add is INR 30. Now when he sells the shirt, he adds this value plus the VAT 

he has to pay the government to the final cost. So the cost of the shirt becomes INR 214.5 

Let’s see a breakup for this: 

Cost = INR 165 + Value add = INR 30 + 10% tax = INR 195 + INR 19.5 = INR 214.5 

So, the customer pays INR 214.5 for a shirt the cost price of which was basically only INR 170. 

Along the way the tax liability was passed on at every stage of transaction and the final liability 

comes to rest with the customer. This is called the Cascading Effect of Taxes where a tax is paid on 

tax and the value of the item keeps increasing every time this happens. 

Action Cost 10% 

Tax 

Total 

Buys raw material 100 10 110 

Manufactures @ 
40% 

150 15 165 
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Adds value @ 30% 195 19.5 214.5 

Total 170 44.5 214.5 

 

GST aims to solve this problem by introducing seam- less Input Tax Credit (ITC). Today, 

the tax that you pay on material purchases cannot be claimed from output tax. This is  set  to  

change with ITC. 

In our example, when the wholesaler buys from  the manufacturer, he pays a 10% tax on his cost 

price because the liability has been passed on to him. Then he adds value of INR 40 on his cost price 

of INR 100 and this brings up his cost to INR 

140. Now he has to pay 10% of this price to the government as tax. But he has already paid one tax 

to the manufacturer. So this time what he does is, instead of paying INR (10% of 140=) 14 to the 

government as tax, he subtracts the amount he has paid already. So he deducts the INR 10 he paid 

on his purchase from his new liability of INR 14, and pays only INR 4 to  the government. So the  

INR 10 becomes his input credit. 

When he pays INR 4 to the government, he can pass on its liability to the retailer. So, the retailer 

pays INR (140+14=) 154  to him to buy the shirt.  At the next stage, the retailer adds value of INR  

30 to his cost price and has to pay a 10% tax on it to the government. When he adds value, his price 

becomes INR 170. Now, if he had to pay 10% tax on it, he would pass on the liability to the 

customer. But he already has input credit because he has paid INR 14 to the wholesaler as the  

latter’s tax. So, now he reduces INR 14 from his tax liability of INR (10% of 170=) 17 and has to pay 

only INR 

3 to the government. Andtherefore, he can nowsell the shirt for INR (140+30+17) 187 to the 

customer. 

Action Cost 10% 

Tax 

Actual 

Liabilit

y 

Buys 

raw 
material 

100 10 10 

Manufactures 
and adds 
value @INR 

40 

140 14 4 

Adds value @ 

INR 30 

170 17 3 
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In the end, every time an individual was able to claim input tax credit, the sale price for him 

reduced and the cost price for the person  buying his product reduced because of a lower tax 

liability. The final value of the shirt also therefore reduced from INR 214.5 to INR 187, thus 

reducing the tax burdenon the final customer. 

So essentially, GST is going to have a two-pronged benefit. One, it will reduce the cascading effect of 

taxes, and second, by allowing input tax credit, it will reduce the burden of taxes and, hopefully, 

prices. 

 

What is CGST, SGST and IGST 

Central Goods and Services Tax (CGST)- Under GST, CGST is a tax levied on Intra State 

supplies of both goods and services by the Central Government and will be governed by the CGST 

Act. SGST will also be levied on the same Intra State supply but will be governed by the State 

Government. 

This implies that both the Central and the State governments will agree on combining their levies 

with an appropriate proportion for revenue sharing between them. However, it is clearly 

mentioned in Section 8 of the GST Act that the taxes be levied on all Intra-State supplies of goods 

and/or services but the rate of tax shall not be exceeding 14%, each. 

State Goods and Services Tax (SGST)- Under GST, SGST is a tax levied on Intra State supplies 

of both goods and services by the State Government and will be governed by the SGST Act. As 

explained above, CGST will also be levied on the same Intra State supply but will be governed by the 

Central Government. 

Note: Any tax liability obtained under SGST can be set off against SGST or IGST input tax credit only. 

An example for CGST and SGST: 

Let’s suppose Rajesh is a dealer in Maharashtra who sold goods to Anand in Maharashtra worth Rs. 

10,000. The GST rate is 18% comprising of CGST rate of 9% and SGST rate of 9%. In such case, the 

dealer collects Rs. 1800 of which Rs. 900 will go to the Central Government and Rs. 900 will go to 

the Maharashtra Government. 

Integrated Goods and Services Tax (IGST)- Under GST, IGST is a tax levied on all Inter-State 

supplies of goods and/or services and will be governed by the IGST Act. IGST will be applicable on 

any supply of goods and/or services in both cases of import into India and export from India. 

Note: Under IGST, 

Exports would be zero-rated. 

Tax will be shared between the Central and State Government. 

An example for IGST: 
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Consider that a businessman Rajesh from Maharashtra had sold goods to Anand from Gujarat worth 

Rs. 1,00,000. The GST rate is 18% comprised of 18% IGST. In such case, the dealer has to charge Rs. 

18,000 as IGST. This IGST will go to the Centre. 

 

Composition Levy 

Goods and Services Tax is set to bring along a new regime of business compliance in India. Large 

organizations have the requisite resources and expertise to address these requirements. On the flip 

side, many startups and Small and Medium Enterprises  (SMEs) may struggle to comply with these 

provisions. 

To resolve such scenarios, the government has introduced Composition Scheme under GST, which 

is merely an extension of the current scheme under VAT law. When opting for the Composition 

Scheme under GST, a taxpayer will be required to file summarized returns on a quarterly basis, 

instead of three monthly returns (as applicable for normal businesses). 

In this section, we have addressed some of the basic queries around Composition Scheme under 

Goods and Services Tax Law. 

Reverse Charge  

Reverse charge, where the recipient is liable to pay tax, is common to many countries like Canada 

where it is applicable on imports of services and intangible properties. Normally, the supplier pays 

the tax on supply. In certain cases, the receiver becomes liable to pay the tax, i.e., the chargeability 

gets reversed which is why it is called reverse charge. 

In India, this is a partly new concept introduced under GST. The purpose of this charge is to 

increase tax compliance and tax revenues. Earlier, the government was unable to collect service tax 

from various unorganized sectors like goods transport. Compliances and tax collections will 

therefore be increased through reverse charge mechanism. 

The concept of reverse charge mechanism is already present in service tax. In GST regime, reverse 

charge may be applicable for both services as well as goods. 

Current scenario 

At present, reverse charge under Service Tax is applicable to services like: 

• Insurance agent 

• Services of a director to a company 

• Supply of manpower 

• Goods Transport Agencies 

• Non-resident service providers 
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• Any service involving aggregators 

Currently there is no reverse charge mechanism for the supply of goods. 

Reverse Charge under GST 

Reverse charge means the liability to pay tax is directed to the recipient of goods/services instead 

of the supplier. 

Reverse charge may be applicable for both services as well as goods once GST is live. Situations 

where reverse charge will apply include: 

1)Unregistered dealer selling to a registered dealer: In such a case, the registered dealer has to 

pay GST on the supply. 

2)Services through an e-commerce operator: 

If an e-commerce operator supplies services then the reverse charge will apply on the e-commerce 

operator who will be liable to pay GST. 

For example, an online operator provides services of plumbers, electricians, teachers, beauticians 

etc. The operator will be liable to pay GST and collect it from the customers, instead of the 

registered service providers listed on its site. 

If the e-commerce operator does not have a physical presence in the taxable territory, then a 

person representing such electronic commerce operator for any purpose will be liable to pay tax. If 

there is no representative, the operator will  need to appoint a representative who will be held 

liable to pay GST. 

3) Other categories of supplies applicable for reverse charge as notified by the Centre or 
State Government. 

All persons who are required to pay tax under reverse charge have to register for GST irrespective 

of the threshold. [Threshold: turnover in a financial year exceeding INR 20 lakhs (INR 10 lakhs for 

North eastern and hill states)] 

Time of supply for goods under reverse charge 

In case of reverse charge, the time of supply shall be the earliest of the following dates: 

•the date of receipt of goods OR 

•the date of payment OR 

•the date immediately after 30 days from the date of issue of invoice by the supplier (60 days for 

services) 

If it is not possible to determine the time of supply with the above rules then the time of supply will 

be the date of entry in the books of account of the recipient. 

When calculating the date of payment, the earlier of the following will be taken into account: 
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•the date on which the recipient entered the payment in their books 

OR 

•the date on which the payment is debited from his bank account 

Time of supply for services under reverse charge 

In case of reverse charge, the time of supply shall be the earliest of the 

following dates: 

• the date of payment or the date immediately after 60 days from the 

date of issue of invoice by the supplier (30 days for goods) 

If it is not possible to determine the time of supply under 

(a) or (b), the time of supply shall be the date of entry in the books of 

account of the receiver of service. 

For clause (a)- the date of payment shall be earlier of- 

1. The date on which the recipient entered 

the payment in hisbooks OR 

2. The date on which the payment is debited from his bank account 

When supplier is located outside India 

In case of ‘associated enterprises’, where the supplier of service is 

located outside India, the time of supply shall be- 

• the date of entry in the books of account of the receiver, OR 

• the date of payment, whichever is earlier 

   
Examples to Understand Reverse Charge 

Let us assume that supply of cement will attract Reverse Charge. Now a 

supplier dispatched the goods on 1st August, received by the buyer on 

August 5, payment was made on 25th July (Advance Payment) and invoice 

raised by supplier on 1st August. Time of Supply under reverse charge 

would be 25th July and must be included in the return for July period 

though the goods were received in August. 

 

For Services 

Nothing has been yet prescribed in GST. We should also look at the 

present reverse charge provisions under Service Tax, applicable on 

certain services. 

For example, a manpower supplier XYZ Guard has provided services to a 

company ABC and charged bill of INR  1,00,000. Service tax liability is 

INR 1,00,000*15% = INR 15,000. 

Service provider XYZ Guard will send a bill of INR 1,00,000 mentioning at 

the bottom that the service tax will be borne by the receiver. So ABC 

will pay 1,00,000 to XYZ Guard and deposit INR 15,000 to the 
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Government. 

While nothing has been yet prescribed, it is expected reverse charge 

mechanism for services under GST will follow the same procedure. 

 

 

 

For Goods 

For the first time under GST, reverse charge is applicable on goods. 

 

For example, unregistered dealer sells for INR 

100. Buyer will deduct GST of say 5% = INR 5 and deposit it under 

reverse charge. So now, will seller receive INR 100 or INR 95? 

Now if we look at the present VAT laws, some states treat purchases from 

unregistered dealers as 0% transaction ,i.e, VAT is not applied. For 

other states such as Karnataka, purchase tax is applicable on all 

purchases made by a Registered dealer from an unregistered dealer, 

irrespective of the purpose for which such goods are purchased. 

Further, such tax paid by a registered dealer will be available as input 

tax credit, subject  to certain conditions as per Karnataka VAT Act. 

Nothing has been yet prescribed for reverse charge mechanism for goods 

under GST. It is expected that it will follow the same treatment as 

reverse charge mechanism for services above. 

So, by the above treatment, the seller will receive INR100. The buyer will 

deposit Rs. 5 with the government on his own. 

 

 

GST ITC 

Input Tax Credit under GST – Conditions To Claim 

“Input Tax” in relation to a taxable person, means the Goods and Services Tax charged on any 

supply of goods and/or services to him which are used or are intended to be used, during 

furtherance of his business. Fulfilment of Input Tax Credit under GST – Conditions To Claim is one 

of the most critical activity for every business to settle its tax liability. 

ITC being the backbone of GST and a major matter of concern for the registered persons, conditions 

for eligibility to ITC and eligible ITC have been prescribed which is more or less in line with pre- 

GST regime. These rules are also quite particular and stringent in its approach. 

Input Tax Credit under GST – Conditions To Claim 

A registered person will be eligible to claim Input Tax Credit (ITC) on the fulfilment of the following 

conditions: 

1. Possession of a tax invoice or debit note or document evidencing payment 
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2. Receipt of goods and/or services 

3. Goods delivered by supplier to other person on the direction of a registered person against a 

document of transfer of title of goods 

4. Furnishing of a return 

5. Where goods are received in lots or installments ITC will be allowed to be availed when the last 

lot or installment is received 

6. Failure of the supplier towards supply of goods and/or services within 180 days from the date of 

invoice, ITC already claimed by recipient will be added to output tax liability and interest to paid on 

such tax involved. On payment to supplier, ITC will be again allowed to be claimed 

7. No ITC will be allowed if depreciation has been claimed on tax component of a capital good 

8. Time limit to claim ITC against an Invoice or Debit Note is earlier of below dates: 

The due date of filing GST Return for September of next Financial year 

OR 

Date of filing the Annual Returns relevant for that Financial year 

For instance,  XY Corp, a buyer has a Purchase Invoice was dated 8th July 2017( FY 2017-18), wants 

to claim GST paid on that purchase. As per the criteria laid down to reckon the time limit: 

The Due date of filing GST return for September 2018( FY 2018-19) is 20th October 2018 and the 

Date of filing GST Annual Return for FY 2017-18 is 31st December 2018, whichever is earlier will be 

the time period within which XY Corp has to claim ITC. Therefore, the date is 20th October 2018 

and XY Corp can claim this ITC in any of the months between July 2017 to September 2018. 

Note: For Debit Notes, above condition must be considered with respect to Original Invoice 

Date. 

9. Common credit of ITC used commonly for 

Effecting exempt and taxable supplies 

Business and non-business activity 

 

GSTN ( Goods and Service Tax Network ) 

What is GSTN (Goods and Service Tax Network )? 

The Goods and Service Tax Network (or GSTN) is a non-profit, non-government organization. It will 

manage the entire IT system of the GST portal, which is the mother database for everything GST. 

This portal will be used by the government to track every financial transaction, and will provide 

taxpayers with all services – from registration to filing taxes and maintaining all tax details. 
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Structure of GSTN 

Private players own 51% share in the GSTN, and the rest is owned by the government. The 

authorized capital of the GSTN is ₹10 crore (US$1.6 million), of which 49% of the shares are divided 

equally between the Central and State governments, and the remaining is with private banks. 

The GSTN has also been approved for a non-recurring grant of Rs. 315 crores. The contract for 

developing this vast technological backend was awarded to Infosys in September 2015. 

The GSTN is chaired by Mr. Navin Kumar, an Indian Administrative Service servant (1975 batch), 

who has served in many senior positions with the Govt. of Bihar, and the Central Govt. 

Shareholder Shareholding 

Central Government 24.5% 

State Governments & EC 24.5% 

HDFC 10% 

HDFC Bank 10% 

ICICI Bank 10% 

NSE Strategic Investment Co 10% 

LIC Housing Finance Ltd 11% 

Total 100% 

 

Functions of GSTN 

GSTN is the backbone of the Common Portal which is the interface between the taxpayers and the 

government. The entire process of GST is online starting from registration to the filing of returns. 
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It has to support about 3 billion invoices per month and the subsequent return filing for 65 to 70 

lakh taxpayers. 

The GSTN will handle: 

i)Invoices 

ii) Various returns 

iii) Registrations 

iv) Payments & Refunds 

GST Returns method and Medium  

The GST Council in its 31st meeting decided that a new GST return system will be introduced to 

facilitate taxpayers. In May 2019, a prototype of the offline tool has been shared on the GST Portal 

to give the users a look and feel of the tool. The look and feel of the offline tool would be the same as 

that of the online portal. 

1. Monthly GSTR: due on 20th of next month 

a. Not applicable to composition dealers, ISD, NR, persons liable to collect tax at source or deduct 

tax at source b. Return filing dates shall be staggered based on the turnover of the Taxpayer which 

shall be calculated based on the reported turnover in the last year i.e. 2017-18, annualized for the 

full year based on self-declaration of the estimated turnover. A questionnaire will be available on 

GST portal for a taxpayer to conclude his category 

2. Quarterly GST returns 

a. For NIL Filers –  Nil filers are those with no output tax liability and No Input tax credit both 

satisfied. But have to report by SMS, the NIL transaction statement/declaration the first and second 

month of that Quarter b. For taxpayers having the turnover of up to 5 crores in preferring Financial 

year-Tax payment is monthly 

3. Continuous uploading and viewing of Invoices 

a. Invoices uploaded by 10th of the next month auto-populated in the liability table of the main 

return of relevant tax month b. uploading of invoices by the supplier anytime-> Viewable by 

recipients . 

For example: 

If invoice no. 1 of April is uploaded on 8th of May and invoice no. 2 of April is uploaded on 15th of 

May by the supplier, the recipient shall be able to avail input tax credit for invoice no. 1 with the 

return of April filed on say 20th May and for invoice no. 2 he shall be able to avail input tax credit 

with the return filed for the month of May, filed on say 20th of June. 

4. Invoice uploaded but return not filed 
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Will be treated as a self-admitted liability by the supplier and proceedings will be initiated against 

him after a reasonable show cause. 

5. Missing invoice reporting 

What if the supplier does not upload the Invoices/ Documents. Then, Reporting of missing invoices 

by the recipient can be delayed up to two tax periods to allow the recipient to follow up and get the 

missing invoice uploaded from the supplier. 

For example: 

Purchase invoices received by the recipient in April on which input tax credit has been availed but 

not uploaded by the supplier shall be reported by the recipient not later than the return of June 

filed in July. Information about the missing invoice uploaded by the recipient shall be made 

available to the supplier. Taxpayers filing quarterly returns shall report missing invoices in the next 

quarter. 

6. Amendment of Invoices 

  a. Once an invoice is locked by the recipient, no amendment of the same shall be allowed b. So, 

Amendment of an invoice may be carried out by the supplier where input tax credit has not been 
availed and the invoice has not been reported as locked by the recipient   

7. Amendment Returns 

  a. Wrong entries being made in the return, there would be a facility for filing this return b. Facility 

to file two amendment returns for each tax period c. Payment would be allowed to be made through 

the amendment return as it will help save interest liability 

8. Tax Payment 

  a. Monthly Returns filers: Liability declared in the return shall be discharged in full at the time of 

filing of the main return by the supplier as is being done at present in the present return FORM 

GSTR 3B. b. Quarterly Returns filers: In the first and second month of every quarter, they would use 

a payment declaration form. In this, self-assessed liability and input tax credit on self-declared basis 

shall be declared. But this will be full payment of the liability arising out of uploaded invoices only. 

9. Declaration of Exports 

  a. Table for export of goods in return would contain details of the Shipping Bill also b. A registered 

person can either fill this information at the time of filing the return or after filing the return c. 

Filing the details of the Shipping bill in the return at a later date shall not be considered as the filing 

of an amendment return 

10. Declare the Purchase of Ineligible ITC in Annual Returns only 

  Filing the details of the Shipping bill in the return at a later date shall not be considered as the 

filing of an amendment return.   
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Chapter – 3 (Auditing)  

INTRO  

With the advent of large scale production verification and examination of accounting became 

inevitable. Auditing is the systematic and scientific examination of the books of accounts are 

records of a business. In this unit you will learn the concept of auditing and different classes of 

audit. You will also learn various modes of audit and qualities of an auditor. 

CONCEPT OF AUDITING  

The practice of auditing the accounts of public institutions existed as early as the times of ancient 

Egyptians, the Greeks anti Romans. In those days checking clerks were appointed to scrutinise the 

accounts of public institutions. The main purpose of auditing  during those days was to ascertain 

whether the persons responsible for, maintaining  accounts had properly accounted for all receipts 

and payments or not, and to locate  frauds.  

Difference between Auditing and Investigation 

1. Investigation is the examination of accounts for a special purpose. The purpose may be lo find out 

the financial position of the borrowing concern or the earning capacity of the concern, etc., whereas 

audit is carried out to ascertain whether or no1 the Profit and Loss Account and the Balance Sheet 

exhibit a true and fair view of the state of affairs and results of operation of the undertaking. 

2. An audit is performed on behalf of the owners of the org4nisation whereas,the investigation in 

may be carried out on behalf of an outsider who intends to join the business as a partner or on 

behalf of the, proprietors When they suspect fraud in their business. 

3. An audit relates to 6 months or one year period but investigation may concern 2, 3, and 4 years 

etc.. 

4. Investigation is not compulsory whereas Audit is compulsory in case of Joint Stock Company. 

'5. The programme of work investigation depends upon the purpose of an investigation. It is not 

confined to the examination of accounts but enquiry into the relevant matters also. But auditing is 

concerned with the critical examination of the accounting records and report on the financial state 

of affairs, and results of operation of a concern for a particular financial year. 

 

Difference between Accountancy and Auditing 

1) Accountancy is mainly concerned with the checking of the transactions recorded in the books of 

accounts, extraction of the trial balance, preparation of the trading, profit and loss account and 

balance sheet. Auditing is the critical examination of the books of accounts and checking of the 

financial statement for the purpose of ascertaining the true and fair position and results of 
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operation of a concern. Audit does not involve the preparation of accounts but it is concerned with 

the detailed examination of the complete accounting records. 

2) Some times, auditor is called upon to write up the books of accounts, extract an agreed trial 

balance and prepare Profit 'and Loss Account and Balance Sheet. If he does that, he would be doing 

the work of an accountant and not that of an auditor. Thus, the preparation of the counts is not part 

of an audit. As an auditor he is required to report, to his appointing authority, that the Profit and 

Loss Account and the Balance Sheet have been properly drawn up and reveal the 'true and fair 

view' of the state of affairs and results of operation of the concern. 

3) An auditor starts his work only after the' job of an accountant is completed. In other words, there 

cannot be auditing without the prior existence of accounts.  

 

OBJECTIVES AND ADVANTAGES OF AUDIT 

The objectives of an audit may broadly be classified as (1) Primary objectives and (2) Secondary 

objectives. Let us discuss them in details. 

Primary Objectives 

The main purpose of audit is to determine and judge the reliability of the financial statements and 

the supporting accounting records for a particular financial period. The Companies Act, 1956 

requires that the auditor of a Company has to state whether in his opinion the accounts disclose a 

'true and fair view' of the state of company's affairs, profit and Loss Account and Balance Sheet of 

the state of affairs of a business, the auditor carries out a process of examination and verification of 

books of accounts and relevant documents. Such an examination will enable the auditor to report to 

his client on the financial condition and working results of the organisation. While carrying out the 

examination of the various books of accounts, relevant documents and evidences, the auditor may 

come across certain errors and frauds. Despite such a possibility the detecting of errors and frauds 

is an incidental object. However, laymen have always associated the detection of errors and frauds 

as the main function of an auditor which is not true.  At the same time audit also discloses how far 

the accounting system adopted in the organisation is adequate and appropriate in recording the 

various transactions as well as the weaknesses of these systems. 

Secondary Objectives 

As stated above, an auditor has to examine the books of accounts and the relevant documents in 

order to report on the financial condition of the business. In the process of  such an investigation of 

accounts certain errors and frauds may be detected.  

 

THE THREE DIFFERENT TYPES OF AUDITS 

An audit as a "systematic, independent and documented process for obtaining audit evidence 

[records, statements of fact or other information which are relevant and verifiable] and evaluating 
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it objectively to determine the extent to which the audit criteria [a set of policies, procedures or 

requirements] are fulfilled." There are three main types of audits: 

Process audit: This type of audit verifies that processes are working within established limits. It 

evaluates an operation or method against predetermined instructions or standards to measure 

conformance to these standards and the effectiveness of the instructions. A process audit may: 

Check conformance to defined requirements such as time, accuracy, temperature, pressure, 

composition, responsiveness, amperage, and component mixture. 

Examine the resources (equipment, materials, people) applied to transform the inputs into outputs, 

the environment, the methods (procedures, instructions) followed, and the measures collected to 

determine process performance. 

Check the adequacy and effectiveness of the process controls established by procedures, work 

instructions, flowcharts, and training and process specifications. 

Product audit: This type of audit is an examination of a particular product or service, such as 

hardware, processed material, or software, to evaluate whether it conforms to requirements (i.e., 

specifications, performance standards, and customer requirements). 

System audit: An audit conducted on a management system. It can be described as a documented 

activity performed to verify, by examination and evaluation of objective evidence, that applicable 

elements of the system are appropriate and effective and have been developed, documented, and 

implemented in accordance and in conjunction with specified requirements. 

A quality management system audit evaluates an existing quality management program to 

determine its conformance to company policies, contract commitments, and regulatory 

requirements. 

Similarly, an environmental system audit examines an environmental management system, a food 

safety system audit examines a food safety management system, and safety system audits examine 

the safety management system. 

 

WHAT ARE FIRST-PARTY, SECOND-PARTY, AND THIRD-PARTY AUDITS? 

A first-party audit is performed within an organization to measure its strengths and weaknesses 

against its own procedures or methods and/or against external standards adopted by (voluntary) 

or imposed on (mandatory) the organization. A first-party audit is an internal audit conducted by 

auditors who are employed by the organization being audited but who have no vested interest in 
the audit results of the area being audited. 

A second-party audit is an external audit performed on a supplier by a customer or by a 

contracted organization on behalf of a customer. A contract is in place, and the goods or services are 

being, or will be, delivered. Second-party audits are subject to the rules of contract law, as they are 

providing contractual direction from the customer to the supplier. Second-party audits tend to be 
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more formal than first-party audits because audit results could influence the customer’s purchasing 

decisions. 

A third-party audit is performed by an audit organization independent of the customer-supplier 

relationship and is free of any conflict of interest. Independence of the audit organization is a key 

component of a third-party audit. Third-party audits may result in certification, registration, 

recognition, an award, license approval, a citation, a fine, or a penalty issued by the third-party 

organization or an interested party. 

WHAT ARE THE FOUR PHASES OF AN AUDIT? 

i)Audit preparation: Audit preparation consists of everything that is done in advance by 

interested parties, such as the auditor, the lead auditor, the client, and the audit program manager, 

to ensure that the audit complies with the client’s objective. The preparation stage of an audit 

begins with the decision to conduct the audit. Preparation ends when the audit itself begins. 

ii) Audit performance: The performance phase of an audit is often called the fieldwork. It is the 

data-gathering portion of the audit and covers the time period from arrival at the audit location up 

to the exit meeting. It consists of multiple activities including on-site audit management, meeting 

with the auditee, understanding the process and system controls and verifying that these controls 

work, communicating among team members, and communicating with the auditee. 

iii) Audit reporting: The purpose of the audit report is to communicate the results of the 

investigation. The report should provide correct and clear data that will be effective as a 

management aid in addressing important organizational issues. The audit process may end when 

the report is issued by the lead auditor or after follow-up actions are completed. 

iv) Audit follow-up and closure: According to ISO 19011, clause 6.6, "The audit is completed 

when all the planned audit activities have been carried out, or otherwise agreed with the audit 

client." Clause 6.7 of ISO 19011 continues by stating that verification of follow-up actions may be 

part of a subsequent audit. 

Note: Requests for correcting nonconformities or findings within audits are very common. 

 

Types or Methods of Audit 

Audit of books of accounts can be conducted in various ways. Methods of conducting audit 

can be determined at the time of making agreement between owner and auditor. 

Determination of method of audit depends on advantages, disadvantages and objectives of 

particular method of audit. Method of conducting audit is to be determined in advance. 

Audit can be conducted by using any one of under mentioned methods: 

1. Continuous Audit 

2. Periodical Audit 
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3. Interim Audit 

4. Partial Audit 

5. Tax Audit 

6. Cost Audit 

7. Management Audit 

8. Government Audit 

Types of Auditing 

Audit is an appraisal activity undertaken by an independent practitioner (e.g. an external auditor) 

to provide assurance to a principal (e.g. shareholders) over a subject matter (e.g. financial 

statements) which is the primary responsibility of another person (e.g. directors) against a given 

criteria or framework (e.g. IFRS and GAAP). 

i)External Audit 

ii) Internal Audit 

iii) Forensic Audit 

iv) Public Sector Audit 

v) Tax Audit 

vi) Information System Audit 

vii) Environmental & Social Audit 

viii) Compliance Audit 

ix) Value For Money Audit 

External 

External audit, also known as financial audit and statutory audit, involves the examination of the 

truth and fairness of the financial statements of an entity by an external auditor who is independent 

of the organization in accordance with a reporting framework such as the IFRS. Company law in 

most jurisdictions requires external audit on annual basis for companies above a certain size. 

 

Internal 

Internal audit, also referred as operational audit, is a voluntary appraisal activity undertaken by an 

organization to provide assurance over the effectiveness of internal controls, risk management and 

governance to facilitate the achievement of organizational objectives. Internal audit is performed by 

employees of the organization who report to the audit committee of the board of directors as 
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opposed to external audit which is carried out by professionals independent of the organization and 

who report to the shareholders via audit report. 

Unlike external audit, whose scope is primarily restricted to matters that concern the financial 

statements, the scope of work of an internal audit is very broad and can encompass any matters 

which can affect the achievement of organizational objectives. Internal audit is typically centered 

around certain key activities which include: 

i)Monitoring the effectiveness of internal controls and proposing improvements 

ii) Investigating instances of fraud and theft 

iii) Monitoring compliance with laws and regulations 

iv) Reviewing and verifying where necessary the financial and operating information 

v) Evaluating risk management policies and procedures of the company 

vi) Examining the effectiveness, efficiency and economy of operations and processes 

 

Forensic 

Forensic Audit involves the use of auditing and investigative skills to situations that may involve 

legal implications. Forensic audits may be required in the following instances: 

Fraud investigations involving misappropriation of funds, money laundering, tax evasion and 

insider trading 

i)Quantification of loss in case of insurance claims 

ii) Determination of the profit share of business partners in case of a dispute 

iii) Determination of claims of professional negligence relating to the accountancy profession 

iv) Findings of a forensic audit could be used in the court of law as expert opinion on financial 

matters. 

 

 

Public Sector 

State owned companies and institutions are required by law in several jurisdictions to have their 

affairs examined by a public sector auditor. In many countries, public sector audits are conducted 

under the supervision of the auditor general which is an institute responsible for strengthening 

public sector accountability and governance and promoting transparency. 

Public sector audit involves the scrutiny of the financial affairs of the state owned enterprises to 

assess whether they have been operated in way which is in the best interest of the public and 
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whether standard procedures have been followed to comply with the requirements in place to 

promote transparency and good governance (e.g. public sector procurement rules). Public sector 

audit therefore goes a step further than the financial audit of private organizations which primarily 

focuses on the reliability of financial statements. 

Tax 

Tax audits are conducted to assess the accuracy of the tax returns filed by a company and are 

therefore used to determine the amount of any over or under assessment of tax liability towards 

the tax authorities. 

In some jurisdictions, companies above a certain size are required to have tax audits after regular 

intervals while in other jurisdictions random companies are selected for tax audits through the 

operation of a balloting system. 

Information System 

Information system audit involves the assessment of the controls relevant to the IT infrastructure 

within an organization. Information system audits may be performed as part of the internal control 

assessment during internal or external audit. 

Information system audit generally comprises of the evaluation of the following aspects of 

information system: 

i)Design and internal controls of the system 

ii) Information security and privacy 

iii) Operational effectiveness and efficiency 

iv) Information processing and data integrity 

v) System development standards 

 

Environmental & Social 

Environmental & Social Audits involve the assessment of environmental and social footprints that 

an organization leaves as a consequence of its economic activities. The need for environmental 

auditing is increasing due to higher number of companies providing environment and sustainability 

reports in their annual report describing the impact of their business activities on the environment 

and society and the initiatives taken by them to reduce any adverse consequences. 

Compliance 

In many countries, companies are required to conduct specific audit engagements other than the 

statutory audit to comply with the requirements of particular laws and regulations. Examples of 

such audits include: 
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Verification of reserves available for distribution to shareholders before the declaration of interim 

dividend Audit of the statement of assets and liabilities submitted by a company at the time of 

liquidation Performance of cost audit of manufacturing companies to verify the cost of production 

in order for a regulator to determine the maximum price to be allowed after allowing a reasonable 

profit margin to companies operating in a sensitive sector (e.g. pharmaceuticals industry). 

Value For Money 

Value for money audits involves the assessment of the efficiency, effectiveness and economy of an 

organization's use of resources. 

Value for money audits are increasingly relevant to sectors which do not have profit as their main 

objective such as the public sector and charities. They are usually performed as part of internal 

audit or public sector audit. 

The difference between internal and external audits 

There are multiple differences between the internal audit and external audit functions, which are as 

follows: 

i)Internal auditors are company employees, while external auditors work for an outside audit firm. 

ii) Internal auditors are hired by the company, while external auditors are appointed by a 

shareholder vote. 

iii) Internal auditors do not have to be CPAs, while a CPA must direct the activities of the external 

auditors. 

iv) Internal auditors are responsible to management, while external auditors are responsible to the 

shareholders. 

v) Internal auditors can issue their findings in any type of report format, while external auditors 

must use specific formats for their audit opinions and management letters. 

vi) Internal audit reports are used by management, while external audit reports are used by 

stakeholders, such as investors, creditors, and lenders. 

vii) Internal auditors can be used to provide advice and other consulting assistance to employees, 

while external auditors are constrained from supporting an audit client too closely. 

viii) Internal auditors will examine issues related to company business practices and risks, while 

external auditors examine the financial records and issue an opinion regarding the financial 

statements of the company. 

ix) Internal audits are conducted throughout the year, while external auditors conduct a single 
annual audit. If a client is publicly-held, external auditors will also provide review services three 

times per year. 
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x) In short, the two functions share one word in their names, but are otherwise quite different. 

Larger organizations typically have both functions, thereby ensuring that their records, processes, 

and financial statements are closely examined at regular intervals. 

 

Chapter -4 (Computer Awareness)  
A Computer is a General purpose machine, commonly consisting of digital circuitry, that accepts 

(inputs), stores, manipulates, and generates (outputs) data as numbers, text, graphics, voice, video 
files, or electrical signals, in accordance with instructions called a program. 

 

Father of the computer - Charles Babbage 

Father of the moderncomputer - Alan Turing 

Basic Architecture of Computer: John Von Neumann (1947-49) 

First Programmer: Lady Ada Lovelae (1880) 

First Electronic Computer: ENIAC (1946) - J.P. Eckert & J.W. Mauchly 

First computer for the home user introduced - IBM in 1981 

 

Parts of computer 

Hardware - Computer hardware is what you can physically touch includes the computer case, 

monitor, keyboard, and mouse. It also includes all the parts inside the computer case, such as the 

hard disk drive, motherboard, video card, and many others. 

Software - the programs and other operating information used by a computer. 

Hardware  

Input Devices - In computing, an input device is a peripheral (piece of computer hardware 

equipment) used to provide data and control signals to an information processing system such as a 

computer or information appliance. 

Examples: keyboards, mice, scanners, digital cameras and joysticks. 

Keyboard – A Keyboard is the most fundamental input device for any computer system. It helps to 

enter data in computer. 

Mouse - A mouse is used to input data by sending a signal to the computer, based on hovering the 

cursor and selecting with the left mouse button. The left mouse acts as a 'enter' button. The right 

mouse button can be selected and will often pop up a window of choices. The scrolling wheel is 

https://www.facebook.com/BankPoClerk/?ref=aymt_homepage_panel
https://www.facebook.com/groups/2148759855448538/?source_id=117234085093214
https://t.me/joinchat/J8jQkg8azrnOjC1LiWFvJg
file:///F:/Ambitious%20Baba/One%20liner/January%202019/t.me/ambitiousbaba


 

  

Facebook Page                     Facebook Group                         Telegram Group                    Telegram Channel 

used to move the view of the screen up or down. By moving your mouse to a location in a document, 

on a digital photo or over a choice of music, you can click the left mouse button to place the cursor. 

Trackballs - A trackball is an input device used to enter motion data into computers or other 

electronic devices. It serves the same purpose as a mouse, but is designed with a moveable ball on 

the top, which can be rolled in any direction. Instead of moving the whole device, you simply roll 

the moveable ball on top of the trackball unit with your hand to generate motion input. 

Barcode reader - A barcode reader (or barcode scanner) is an electronic device that can read and 

output printed barcodes to a computer. Like a flatbed scanner, it consists of a light source, a lens 

and a light sensor translating optical impulses into electrical ones. 

Digital camera - a camera which produces digital images that can be stored in a computer and 

displayed on screen. 

Gamepad - a handheld controller for video games. 

Joystick - a lever that can be moved in several directions to control the movement of an image on a 

computer or similar display screen. It mainly used in playing games. 

Microphone - an instrument for converting sound waves into electrical energy variations which 

may then be amplified, transmitted, or recorded. 

Scanner - a device that scans documents and converts them into digital data. 

Webcam - a video camera connected to a computer, allowing its images to be seen by Internet uses. 

Optical character recognition (OCR) - is the mechanical or electronic conversion of images of 

typed, handwritten or printed text into machine-encoded text. 

Digitizer - It converts analog information into digital form. 

Optical Mark reading (OMR) - Optical Mark Readers reads pencil or pen marks made in pre-

defined positions on paper forms as responses to questions or tick list prompts. 

CPU (Central processing unit) 

A central processing unit (CPU) is the electronic circuitry within a computer that carries out the 

instructions of a computer program by performing the basic arithmetic, logical, control and 

input/output (I/O) operations specified by the instructions. 

*CPU – Heart of the Computer 

*CPU Process: 

1.Fetch the Instruction 2.Interpret the Instruction 3.Fetch the Data 4.Process the Data 5.Write the 

data 

Output devices 
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An output device is any device used to send data from a computer to another device or user. Most 

computer data output that is meant for humans is in the form of audio or video. Examples include 

monitors, projectors, speakers, headphones and printers. 

Monitors - A Monitor is a TV-like display attached to the computer on which the output can be 

displayed and viewed. It can either be a monochrome display or a colour display. 

 

There are two kinds of monitors 

1.CRT (Cathode ray tube) - The cathode ray tube (CRT) is a vacuum tube containing one or more 

electron guns, and a phosphorescent screen used to view images. 

2.Thin-Film-Transistor Liquid-Crystal Display (TFT LCD) - A thin-film-transistor liquid-crystal 

display (TFT LCD) is a variant of a liquid-crystal display (LCD) that uses thin-film transistor 

technology to improve image qualities such as addressability and contrast. 

Printer - Printer is a output device for printing text or pictures. 

1.Impact printer - An impact printer is a printer that strikes a print head against an ink ribbon to 

mark the paper. Common examples include dot matrix and daisy-wheel printers. 

2.Non-Impact printer - Non-impact printers print the characters without using ribbon. Two 

common types of non-impact printers include inkjet printers, which spray small drops of ink onto 

each page, and laser printers, which roll ink onto the paper using a cylindrical. 

 

Memory  

 

 

 

 

 

 

 

 

 

 

Primary Memory or Main Memory Register: 
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Register is one of a small set of data holding places that are part of the computer processor. A 

register may hold an instruction, a storage address, or any kind of data (such as a bit sequence or 

individual characters). Some instructions specify registers as part of the instruction. 

RAM (Random access memory) - Random Access Memory (RAM) is a type of data storage used in 

computers that is generally located on the motherboard. This type of memory is volatile and all 

information that was stored in RAM is lost when the computer is turned off. 

 

There are two types of Random access memory 

•Dynamic RAM - dynamic indicates that the memory must be constantly refreshed (reenergized) 

or it will lose its contents. 

•Static Memory - A computer memory that contains fixed information and retains its programmed 

state as long as the power is on. 

Virtual memory is a feature of an operating system (OS) that allows a computer to compensate for 

shortages of physical memory by temporarily transferring pages of data from random access 

memory(RAM) to disk storage. 

ROM (Read only memory) - Once data has been written onto a ROM chip, it cannot be removed 

and can only be read. Unlike main memory (RAM), ROM retains its contents even when the 

computer is turned off.ROM is referred to as being nonvolatile. 

There are three types of Read only memory (ROM) 

•PROM - PROM stands for Programmable Read Only Memory. This form of ROM is initially blank. 

The user or manufacturer can write data/program on it by using special devices. However, once the 

program or data is written in PROM chip, it cannot be changed. If there is an error in writing 

instructions or data in PROM, the error cannot be erased. PROM chip becomes unusable. 

•EPROM - EPROM stands for Erasable Programmable Read Only Memory. This form of ROM is also 

initially blank. The user or manufacturer can write program or data on it by using special devices. 

Unlike PROM, the data written in EPROM chip can be erased by using special devices and ultraviolet 

rays. So program or data written in EPROM chip can be changed and new data can also be added. 

When EPROM is in use, its contents can only be read. 

•EEPROM - EEPROM stands for Electrically Erasable Programmable Read Only Memory. This kind 

of ROM can be written or changed with the help of electrical devices. So data stored in this type of 

ROM chip can be easily modified. 

Cache: A cache is a place to store something temporarily in a computing environment.Cache 

memory, also called CPU memory, is random access memory (RAM). 

Memory units 

Storage capacity is expressed in terms of Bytes. The data is represented as binary digist(0s and 1s) 
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•Hierachy – Nibble<Bit < Byte < KB < MB < GB < TB < PB < XB < ZB < YB 

•American Standard Code for Information Interchange (ASCII) is the standard code the computer 

industry created to represent characters(more than 64 character) 

 
 

1 4 bit Nibble 

2 8 bit 1 byte 

3 1024 B 1 KB (210) 

4 1024 KB 1 MB(220) 

5 1024 MB 1 GB(230) 

6 1024 GB 1 TB(240) 

7 1024 TB 1 PB(250) 

8 1024 PB 1 XB(260) 

9 1024 XB 1 ZB(270) 

10 1024 ZB 1 YB(280) 
 

 

Secondary memory - Secondary memory is a type of computer memory that is not directly 

accessed by the central processing unit (CPU) of a computer and is usually available as non-volatile 

memory. One of the most common forms of this memory is the hard drive of a computer, which is 

used to store the operating system (OS) and other programs. Other forms of secondary memory 

include disc drives for compact discs (CDs) or digital versatile discs (DVDs), as well as removable 

flash memory. 

 

•Hard Drive - a rigid non-removable magnetic disk with a large data storage capacity. 

•Floppy disk- A floppy disk, also called a diskette or just disk, is a type of disk storage composed of 

a disk of thin and flexible magnetic storage medium, sealed in a rectangular plastic carrier lined 

with fabric that removes dust particles. Floppy disks are read and written by a floppy disk drive 

(FDD). 

•Magnetic Tape – Magnetic tape used in recording sound, pictures, or computer data. 

•Flash memory - a kind of memory that retains data in the absence of a power supply. 

•Optical disk - an electronic data storage medium that can be written to and read using a low-

powered laser beam. 

CD-ROM: "Read Only" (used for distribution of commercial software, for example) Standard 

storage capacity is 640MB. 

CD-R (or CD-WORM): "Write Once, Read Many" times 
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CD-RW: rewritable multiple times 

DVD: similar to CD, but with significantly larger storage capacity (4.7GB) 

Write once read many (WORM) describes a data storage device in which information, once written, 

cannot be modified 

Mother board - A motherboard is the main circuit board inside a computer that connects the 

different parts of a computer together. It has sockets for the CPU, RAM and expansion cards (e.g. 

discrete graphics cards, sound cards, network cards, storage cards etc)... and it also hooks up to 

hard drives, disc drives and front panel ports with cables and wires.Also known as mainboard, 

system board. 

 

Development of computer 

Abacus - Abacus is known to be the first mechanical calculating device. Which was used to be 

performed addition and subtraction easily and speedily .Abacus is made up of wooden frame in 

which rod where fitted across with rounds beads sliding on the rod. 

Pascal Calculator - In the year 1642, Blaise Pascal a French scientist invented an adding machine 

called Pascal’s calculator, which represents the position of digit with the help of gears in it. 

Analytical Engine - a scientist form England knows to be Charles Babbage invented such a 

machine. This device was called Analytical engine and it deemed the first mechanical computer. It 

included such feature which is used in today’s computer language. For this great invention of the 

computer, Sir Charles Babbage is also known as the father of the computer. 

 

Generation of computer 
 

Generation Components Language Exanmple 

1. First Generation (1940-1956) Vacuum Tubes Machine language UNIVAC 
EDVAC 

2. Second Generation (1956-
1963) 

Transistors Assembly language IBM 1401 

3. Third Generation (1964-1971) Integrated Circuits High level language IBM 360 

4. Fourth Generation (1971-
Present) 

Microprocessors 4GL Penti
um 
Serie
s 

5. Fifth Generation(Present & 
Beyond) 

Super large scale 
integrated chips 

Artificial 
Intelligence(5GL) 

Robotics 
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Classification of Computers 

Digital computer -digital computer is the most commonly used type of computer and is used to 

process information with quantities using digits, usually using the binary number system. Ex - 

MacBook. 

Analog Computer - a computer that operates with numbers represented by directly measurable 

quantities (as voltages or rotations) — compare digital computer, hybrid computer. 

Hybrid Computer - a computer that combines the characteristics of a digital computer and an 

analog computer by its capacity to accept input and provide output in either digital or analog form 

and to process information digitally. 

 

Networking and Internet 

Computer Networking : A computer network is a set of connected computers. Computers on a 

network are called nodes. The connection between computers can be done via cabling, most 

commonly the Ethernet cable, or wirelessly through radio waves. Connected computers can share 

resources, like access to the Internet, printers, file servers, and others. 

 

1.Server - a computer designed to process requests and deliver data to other (client) computers 

over a local network or the Internet. 

2.Receiver - a hardware module or device used to receive signals 

3.Channel – physical connection between Server & Receiver 

Transmission Channel 

Simplex channels - simplex is a communications channel that operates in one direction at a time. 

Half duplex channel - A half-duplex channel can send and receive data, but not at the same time. 

Full duplex channel - Refers to the transmission of data in two directions simultaneously. 

 

Network devices 

Network adapter is a device that enables a computer to connect with other computer/network 
using MAC Address 

Hub is a device that splits a network connection into multiple computers 

Switch is a telecommunication device grouped as one of computer network components 
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Cable is one way of transmission media which can transmit communication signals. 

Repeaters is used to regenerate or replicate signals that are weakened or distorted by 

transmission over long distances 

Bridge is used two connect two LANs with the same standard but using different types of cables 

Routers is used to join multiple computer networks together via either wired or wireless 

connections. 

Gateways is a key stopping point for data on its way to or from other networks. 

MODEM - Modulator-demodulator. Electronic device that allows computers to communicate over 

telephone wires or cable-TV cable. 

 

Types of Network 

•Local Area Netwok(LAN) - a computer network that links devices within a building or group of 

adjacent buildings.Ex – Star LAN, Ring LAN, Bus LAN 

•Wide Area Network(WAN) - a computer network in which the computers connected may be far 

apart. 

•Metropolitan Area Network (MAN)- A metropolitan area network (MAN) is a network that 

interconnects users with computer resources in a geographic area or region larger than that 

covered by even a LAN but smaller than the area covered by WAN. Ex- Public Networks Public 

Switched Telephone Networks (PSTN) Public Service Digital Network (PSDN) 

•Integrated Services Digital Network (ISDN) is a set of communication standards for 

simultaneous digital transmission of voice, video, data 

 

Network Topology 

•Mesh topology - Mesh is a network topology in which devices are connected with many 

redundant interconnections between network nodes. 

•Star topology - Star topology is a network topology where each individual piece of a network is 

attached to a central node. 

•Ring topology - Ring topology refers to a specific kind of network setup in which devices are 

connected in a ring and pass information to each other according to their adjacent in the ring 

structure. 

•Bus topology - Bus topology is a specific kind of network topology in which all of the various 

devices in the network are connected to a single cable or line. 

•Tree topology – It is a combination characteristics of linear bus and star topologies. 
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Software  

Software - the programs and other operating information used by a computer. 

•Operating system software -An operating system (OS) is system software that manages 

computer hardware and software resources and provides common services for computer 

programs. The operating system is a component of the system software in a computer system. 

•Functions of operating system - The basic functions of an operating system are: Booting the 

computer. Performs basic computer tasks eg managing the various peripheral devices eg mouse, 

keyboard. Provides a user interface, e.g. command line, graphical user interface (GUI). 

•Spreadsheet software - A software interface consisting of an interactive grid made up of cells in 
which data or formulas are entered for analysis or presentation. 

•Word processors - a program or machine for storing, manipulating, and formatting text entered 

from a keyboard and providing a printout. 

•Compiler - A compiler is a computer program (or a set of programs) that transforms source code 

written in a programming language (the source language) into another computer language (the 

target language), with the latter often having a binary form known as object code. 

•Interpreter - a program that can analyse and execute a program line by line. 

•Database management system - software that handles the storage, retrieval, and updating of 

data in a computer system. 

•Antivirus Software - Anti-virus software is a program or set of programs that are designed to 

prevent, search for, detect, and remove software viruses, and other malicious software like worms, 

trojans, adware, and more. 

•Boot - The boot process is the name for the various steps the computer takes after you turn it on, 

all the way until the operating system is loaded. 

•Cold Boot - The start-up of a computer from a powered-down, or off, state.Also called a hard boot. 

•Warm Boot - restarting a computer via the operating system. 

 

Microsoft Office 

MS Office: Microsoft Office or Microsoft Office System is a collection of computer programs made 

by Microsoft. The programs are created for all users. There are different versions of the software 

for home users and for business users. 

•It was first announced by Bill Gates of Microsoft on August 1, 1988 at COMDEX in Las Vegas. 
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•MS office primarily includes Word, Excel, PowerPoint, Access and Outlook. It also includes 

OneNote, Groove, InfoPath and Publisher. 

MS Word 

•Microsoft Word is a word processor developed by Microsoft. 

•It is used for creating, editing, formatting, storing, retrieving and printing of a text document. 

•Microsoft Word's native file formats are denoted either by a .doc or .docx file extension. 

 

Some Important Tools in Microsoft Word  

 

Header and Footer option is used to display information such as title and page number of the 
document. 

Title Bar -The bar at the top of the window that bears the name of the window. 

Menu Bar - A screen element of MS Word that is usually located below the title bar that provides 

categorisedoption. 

Thesaurus - is used for finding a synonym for a word in the document. 

Style - Changes the style of the selected text 

Font - Changes the font for the selected text 

Font Size - Changes the point size of the selected text 

Bold - Makes the selected text bold 

Italic - Makes the selected text italic 

Underline - Underlines the selected text 

Align Left,Align Right,Center - Aligns the selected text/paragraph 

Justify - Justifies the selected text/paragraph 

New - Creates a new, blank document 

Open - Displays the Open dialog box so that you can retrieve an existing document 

Save,Print,Print Preview - Saves the active document to a specified location,Prints active 

document Displays what the document will look like when you print it 

Spell Checker - Checks active document for spelling and grammatical errors 

Cut,Copy,Paste - Cuts the selected text and places it on the clipboard then Copies Select text and 

Pastes the contents of the clipboard to a new location 
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Undo - Undoes the last document change 

Redo - Redoes the last action that was undone 

Insert Hyperlink - Creates a hyperlink from the selected text. 

 

Short cut keys and Function keys 

 

Shorcut keys Functions 

Ctrl + Shift + 
Spacebar 

Create a non breaking space 

Ctrl + B Make letters bold 

Ctrl + I Make letters italic 

Ctrl + U Make letters underline 

Ctrl + Shift+ < Decrease font size one value 

Ctrl + Shift + > Increase the font size one value 

Ctrl + Spacebar Remove paragraph or character formatting 

Ctrl + C Copy the selected text or object 

Ctrl + X Cut the selected text or object 

Ctrl + V Paste text or an object 

Ctrl + Alt + V Paste special 

Ctrl + Shift + V Paste formatting only 

Ctrl + Z Undo the last action 

Ctrl + Y Redo the last action 

F1 Get help or visit Microsoft office Online. 

F4 Repeat the last action 

F7 Choose the spelling command 

F5 Choose the Go To command 

F12 Choose the Save As command 
 

 

MS Excel 

•Microsoft Excel is a software program developed by Microsoft Corp. that allow users to organize, 

format and calculate data with formulas using a spreadsheet system. The exact number of rows and 

columns are 1,048,576 rows and 16,384 columns. 
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It features calculation, graphing tools, pivot tables, and a macro programming language called 

Visual Basic for Applications. 

Some Important Terms used in Excel : 

Cell – A cell is the intersection of a row and a column. A cell can contain a label, a numeric value, or 

a formula. 

Cell address - A cell address is the location of a cell on a worksheet and is defined by the column 

letter and the row number. 

Active Cell - cell in which we are currently working . 

Formula bar - The formula bar is located under the toolbars at the top of the working screen. It 

contains the edit line for working with formulas, and provides information regarding cell addresses. 

Functions - A function is a preset formula. Functions consist of the function name and its 

arguments. The function name tells Excel what calculation you want it to perform. 

PivotTable Wizard - The PivotTable Wizard is a series of dialog boxes that guides you step-by-step 

through the process of creating a PivotTable. 

Print Preview Controls - Print Preview mode offers a set of control buttons to make the feature 

more useful. Click Close to exit Print Preview mode. 

Spreadsheet - Spreadsheet is the generic term for applications, such as Excel, that you can use to 

enter, analyze, and calculate data. It performs mathematical calculations and projections based on 

data entered. Common spreadsheet uses include analysis, charting, and budgeting. 

Syntax - The syntax of the function refers to the order of the functions arguments. In some 

functions, the order of the arguments determines how Excel solves the function. 

Worksheet - A worksheet is an electronic spreadsheet that lets you enter, analyze, and calculate 

data. Within a workbook, worksheets can share information, and calculations pertaining to several 

worksheets can be performed at one time. The default number of worksheets in a new workbook is 
three. 

 

Ms Powerpoint 

•The application software that can create professional looking visual aids is called Presentation 

Graphics Software. 

•MS-PowerPoint can be started by clicking at Start—Program---Microsoft PowerPoint. 

•A slide can contain one or more of these components: Titles, Graphs, Drawing objects, ClipArt and 

Pictures. 

•The slide components that are used for reference are: Handouts, Notes ,Outlines. 
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A new presentation can be created through one of these methods: 

(i)Auto content Wizard (ii) Design Templates (iii) Sample Presentation and (iv) Blank Presentation 

Some important terms : 

Animations - Animations are effects that allow you to reveal the points on a slide one by one. 

AutoClipArt - Use the AutoClipArt command to begin a concept keyword search of your slideshow. 

PowerPoint searches your slideshow for keywords that relate to the keywords associated with clip 

art images in the Clip Gallery. 

Background - The Background dialog box provides various options that let you change the 

background look of a single slide or every slide in the presentation. 

Presentation - A presentation is a collection of slides, handouts, speaker's notes, and an outline, all 

combined into a file that can be printed onto transparencies or projected from a computer. 

Slides - Slides are the individual pages of your presentation. Slides can be designed with different 

titles, graphics, text, and much more. 

Slide Sorter Toolbar - The Slide Sorter toolbar is available only in Slide Sorter view, and allows 

quick access to special PowerPoint effects such as transitions, builds, rehearse timing, and hide 

slides. 

Slide Sorter View - Slide Sorter View displays a reduced image of all the slides in a grid-like 

fashion. This view makes it easier to rearrange the slides in a presentation and add transitions and 

special effects. 

Slide View - Slide View allows you to work on one slide at a time. While in Slide View, you can add 

any element to a slide, including text, graphics, shapes, and graphs. 

Database Management system (DBMS) -Database Management System is About Managing and 

structuring the collections of data held on computers. A database consists of an organized collection 
of data for one or more uses, typically in digital form. Database involves the type of their contents. 

Eg:- bibliographic, document - text, statistical. 

Most Important Point  

•Access - To call up information out of storage. 

•Access time - The amount of time it takes for requested information to be delivered from disks 

and memory. 

•Adapter - A circuit board that plugs into a computer and gives it additional capabilities. 

•Amplifier -A device that takes in a weak electric signal and sends out a strong one. 
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•Analog Computer - A computer that operates on data which is in the form of continuous variable 

physical quantities. 

•Android - It is a linux based operating system designed Primarily for touchscreen mobile devices 

such as smartphones and tablets computer. 

•Algorithm - A step-by-step procedure designed to solve a problem or achieve an objective. 

•Backup - Storage of duplicate files on disks, diskettes, or some other form of magnetic medium 

(such as tapes) as a safety measure in case the original medium is damaged or lost. 

•Basic Input Output System (BIOS) - Also known as ROM BIOS. It provides a abstraction layer for 

the hardware, i.e., a consistent way for application programs and operating system to interact with 

input/output devices. 

•Binary code - The language used by computers in which data and instructions are represented by 

a series of 1s and 0s. 

•Bug - A software bug is an error, flaw, failure, or fault in a computer program or system produces 

an incorrect or unexpected result. 

•Bus - A pathway along which electronic signals travel between the components of a computer 

system. 

•Binary numbering system - A numbering system in which all numbers are represented by 

various combinations of the digits 0 and 1. 

•Command - An instruction that causes a program or computer to perform a function. 

•Compiler -A compiler is a computer program that -translates a series of instructions written in 

one computer language (called the source language) into another computer language (also called 

the object or target language). 

•Communication The transrnission of data from one computer to another or from one device to 

another is called communication. 

•Computer Graphics- Computer Graphics are visual presentations on a computer screen. 

Examples are photographs, drawings, line arts, graphs, diagrams, typography numbers, symbols, 

geometric designs, maps, engineering drawings or other images. 

•Cold Boot When a computer restarts after the power cut is called cold boot 

•Control Panel - It is the part of Windows menu. accessible from the start menu, which allows 

users to view and manipulate basic system settings and controls, such as adding hardware. 

adding/removing software, controlling user accounts, changing accessibility options, etc. 

•Chat - A method of communication in which people type text messages to each other, thereby 

holding a conversation over a network such as the Internet. 

•Clipboard - A holding area in memory where information that has been copied or cut (text, 

graphics, sound, or video) can be stored until the information is inserted elsewhere. 
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•Cookie - A packet of information that travels between a browser and the web server. 

•Crash A malfunction in hardware or software that keeps a computer from functioning. 

•Crawler – It is an Internet bot which systematically browses the World Wide Web, typically for the 

purpose of Web indexing (web spidering). 

•Data - Information consisting of letters, numbers, symbols, sound, or images—in a form that can 

be processed by a computer. 

•Database - A database is a collection of information that is organized so that it can easily be 

accessed, managed, and updated. 

•Data abstraction – It is the reduction of a particular body of data to a simplified representation of 

the whole. 

•Data processing – It refers to the process of collecting and manipulating raw data to yield useful 

information. 

•Disk Operating System (DOS) - A disk operating system (abbreviated DOS) is a computer 

operating system that can use a disk storage device, such as a floppy disk, hard disk drive, or optical 

disc. 

•Debugging - Locating and eliminating defects in a program. 

•Delete - A command to erase information in storage. 

•Directory - A list of the files stored on a disk. 

•Dots Per Inch (DPI) It is defined as the measure of the resolution of a printer, scanner or monitor 

•Download –A copy (data) from one computer system to another, typically over the Internet. 

•Editing - The process of changing information by inserting, deleting, replacing, rearranging, and 

reformatting. 

•EDO (Extended Data Output) RAM is a type of random access memory (RAM) chip that improves 

the time to read from memory on faster microprocessors such as the Intel Pentium. 

  

•Ethernet Card - A network adapter that enables a computer to connect to an ethernet. 

•Execution Time The total time required to executela program on a particular system.  

•Export - To save information from one computer or program to another. 

•Fax - It stands for 'Facsimile machine'. It is used to transmit a copy of a document electronically. 

•Field - The attributes of an entity are written as fields in the table representation. 

•File A collection of information stored electronically and treated as a unit by a computer. Every file 

must have its own distinctive name 
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•File Manager The file manager is an operating system utility that provides a user interface to 

work with file systems 

•File Server A computer on a network that stores the Programs and data files shared by the users of 

the 

•Firmware - Firmware is a technology which has the combination of both hardware and software . 

•Fax modem - A device built into or attached to a computer that serves as a facsimile machine and 

a modem. 

  

•Gigahertz (Ghz) - A measurement used to identify the speed of the central processing unit. 

•Garbage In Garbage Out (GIGO) It pertains to the fact that most computer errors are not errors, 

they are data errors caused by incorrect input data. 

•Graphic Interchange Format (GIF) A simple file format for pictures and photographs, that are 

compressed so they can be sent quickly. 

•Graphical user Interface- A Graphical User Interface (or GUI) is a method of interacting with a 

computer through a metaphor of direct manipulating of graphical images and widgets in addition to 

text. 

•Glitch A hardware problem that causes a computer to malfunction or crash. 

•Hard copy - Text or graphics printed on paper; also called a printout. 

•Hard disk - A rigid type of magnetic medium that can store large amounts of information. 

•Hardware - The physical components of a computer. 

•serves as the entrance for a series of related pages. 

•Host computer - A computer that provides information or a service to other computers on the 

Internet. 

•Hacker A computer criminal who penetrates and tempers with computer programs or systems. 

•High-Level Programming Languages A high-level programming language is a 

•Instant messaging - A chat program that lets people communicate over the Internet in real time. 

•Integrated circuit - Multiple electronic components combined on a tiny silicon chip. 

Interface - The electrical connection that links two pieces of equipment so that they can 

communicate with each other. 

•Intranet - A private network established by an organization for the exclusive use of its employees. 

•Icon - A symbol (such as picture or a folder) that represents a certain function on your computer 
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•Information- Information is the summarization of data according to a certain pre-defined purpose 

•Input In order to give instructions to a computer, the information has to be supplied to it. 

•Instruction A command or order given to a computer to perform a task. 

•Instruction Cycle Fetching and decoding operations of the machine cycle. 

•Interface A device or program that helps a user to communicate with a computer. 

•Interpreter A program that converts and executes the source code into machine code line by line. 

•Integrated Circuits Multiple electronic components combined on a silicon chip. 

•Java - A programming language designed for programs or applets used over the Internet. 

•Justification - Aligning lines of text at the left margin, the right margin, both margins, or the 

center. 

•JPEG (Joint Photographic Experts Group) is an ISO/IEC group of experts that develops and 

maintains standards for a suite of compression algorithms for computer image files 

•Kernel It is the fundamental part of a program, such as an operating system, that resides in 

memory at all times. 

•Key Field A unique field in a record used to distinguish one record from another. 

•Label One or more characters used to Identify a statement and instruction or a data field in a 

computer program. 

•Landscape A printer feature, generally controlled by software, which rotates the output image by 

90- to print across the length rather than the width of the paper. 

•Link A communication path between two nodes or channel. 

•Linux - A type of open source software. When combined with other components, Linux serves as 

an increasingly popular operating system that competes with Microsoft Windows. 

•Loop A sequence of instructions that is executed repeatedly until a terminal condition occurs.  

•Megahertz (Mhz) - A measurement used to identify the speed of the central processing unit.  

•Memory - The part of a computer that stores information. 

•Menu - A list of choices shown on the display screen. 

•Merge Combining two or more files into a single file. 

•Microprocessor A complete Central Processing Unit (CPU) contained on a single silicon chip. 

•MIDI Stands for Music Instrument Digital Interface. It allows a computer to store and replay a 

musical instrument's output. 
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•Minimize A term used in a GUI operating system that uses windows. It refers to reducing a 

window to an icon, or a label at the bottom of the screen, allowing another window to be viewed. 

•MIPS An acronym derived from Million of Instruction Per Second (MIPS) It is used to measure the 

speed of a processor. 

•Morphing The transformation of one image into another image. 

•MS-DOS An early operating system developed by Microsoft Corporation (Microsoft Disc Operating 

System). 

•Multitasking can simultaneously work with several programs or interrelated tasks that share 

memories, codes, buffers and files. 

•Multithreading It is a facility available in an operating system that allows multiple functions from 

the same application packages. 

•Multiuser The term describing the capability of a computer system to be operated at more than 

one terminal at the same llf 11° 

•Multiplexer It is a device That combines multiple input signals into an aggregate signal for 

transmission. 

•Notebook computer - A portable computer. Also known as a laptop computer. 

•Object - Refers to a particular instance of a class where the object can be a combination of 

variables, functions, and data structures. 

•Operating system (OS) - Software that manages the internal functions and controls the 

operations of a computer. 

•Open Source Software (OSS) - Free Open Source Software (FOSS), also called just Open Source or 

Free Software, is licensed to be free to use, modify, and distribute. 

•Optical character reader (OCR) -A device that can scan text from hard copy and enter it 

automatically into a computer for storage or editing. Also called an optical scanner. 

•Password - A user’s secret identification code, required to access stored material. 

•Patch - A patch is a piece of software designed to update a computer program or its supporting 

data, to fix or improve it. 

•Piracy - Unauthorized copying of some purchased software. 

•Pixel - The pixel is the basic unit of programmable color on a computer display or in a computer 

image. 

•Port – It to the female part of connection. Computer ports have many uses, to connect a monitor, 

webcam, speakers, or other peripheral devices 

•Portrait - It is a mode in which the printer orients content for reading across the shorter length 

(the width) of the sheet of paper. 
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•Plug-and-play - The ability to plug in a peripheral and have it work without difficulty. 

•Primary Key - A primary key is a field in a table which is unique and enables you to identify every 

record in that table 

•Program - An established sequence of instructions that tells a computer what to do. The term 

program means the same as software. 

•Pseudocode - Pseudocode is an artificial and informal language that helps programmers develop 

algorithms. 

•Push technology - A process that allows a user to obtain automatic delivery of specified 

information from the Internet to the user’s computer—for example, stock market quotes, weather 

forecasts, and sports scores. 

•Query - A query is a request for information from a database. 

•Queue - A queue is an example of a linear data structure, or more abstractly a sequential 

collection. 

•Record - A record (also called struct or compound data) is a basic data structure. A record is a 

collection of fields, possibly of different data types, typically in fixed number and sequence 

•Response time - The time a computer takes to execute a command. 

•Retrieve - To call up information from memory or storage so that it can be processed in some way. 

•Rich Text Format (RTF) - RTF is a file format that lets you exchange text files between different 

word processors in different operating systems. 

•Routing - Routing is the process of selecting a path for traffic in a network, or between or across 

multiple networks. 

•Scanner - A scanner is a device that captures images from photographic prints, posters, magazine 

pages, and similar sources for computer editing and display. 

•Scroll - To move information horizontally or vertically on a display screen so that one can see 

parts of a 

•Document that is too wide or too deep to fit entirely on one screen. 

•Search engine - A free program that helps Web users locate data by means of a keyword or 

concept. 

•Sector - A sector is a subdivision of a track on a magnetic disk or optical disc. 

•Server - A computer that delivers data to other computers (clients) linked on the same network. 

•Shareware - Software that usually may be downloaded and used initially without charge. 

•Socket - A network socket is an endpoint of a connection in a computer network. 
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•Swapping - A process can be swapped temporarily out of memory to a backing store, and then 

brought back into memory for continued execution 

•Synchronisation - Synchronization is the coordination of events to operate a system in unison. 

•Telecommunications - The process of sending and receiving information by means of telephones, 

satellites, and other devices. 

•Teleconferencing - Conducting a conference by using computers, video, and telecommunications 

to 

•Telnet - A protocol that allows a computer to connect with a host computer on the Internet. 

•Template - Refers to a sample document that has already some details in place 

•Terminal - Any device that can transmit or receive electronic information. 

•Text - Broadly speaking, the material displayed on a screen or printed on paper. 

•Time Sharing or Multitasking - Time sharing is a technique which enables many people, located 

at various terminals, to use a particular computer system at the same time. 

•Topology - Topology is the arrangement of the various elements (links, nodes, etc.) of a computer 

network. 

•Touchpad - The device on a laptop computer that takes the place of a mouse. 

•Universal Serial Bus (USB) - A common standard for connecting multiple peripherals to a 

computer as needed. 

•Upload - Uploading is the transmission of a file from one computer system to another, usually 

larger computer system 

•Utility - a utility is a small program that provides an addition to the capabilities provided by the 

operating system. 

•User-friendly - Describes hardware or software that is easy to use. 

•Webcam - A video camera that sends live images over the Internet to a Web site. 

•ZIP - ZIP is an archive file format that supports lossless data compression. A .ZIP file may contain 

one or more files or directories that may have been compressed 

•Zoom - zoom is another name for maximize, to enlarge the date size or image size 

 

 

Important computer abbreviation 

 

AAC - Advanced Audio Coding HTML - Hyper Text Markup Language 
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AI -Artificial intelligence. HTTP - Hyper Text Transfer Protocol. 
AMR - Adaptive Multi-Rate Codec HTTPS - Hyper Text Transfer Protocol Secure. 
API - Application Program Interface IBM - International Business Machine 
ARP - Address Resolution Protocol INTEL - Integrated Electronics 
ARPANET - Advanced Research Project Agency 
Network 

IP - Internet Protocol. 

ASCII - American Standard Code for 
Information Interchange 

ISP - Internet Service Provider. 

ATM - Asynchronous Transfer Mode JAD - Java Application Descriptor 
AVI - Audio Video Interleave JPEG - Joint Photographic Expert Group 
BASIC - Beginner’s All-purpose Symbolic 
Instruction Code 

Kbps - Kilobits/Kilobytes Per Second 

BCC - Blind Carbon Copy LED - Light Emitting Diode 
BCD - Binary Coded Decimal M3G - Mobile 3D Graphics 
BHTML - Broadcast Hyper Text Markup Language M4A - MPEG-4 Audio File 
BIOS - Basic Input Output System Mbps - Megabits/Megabytes Per Second 
BIU - Bus Interface Unit MICR - Magnetic Ink Character Recognition 
BMP – Bitmap MIME - Multipurpose Internet Mail Extensions 
BPS - Bytes Per Second MIPS - Million Instructions Per Second 
CAD - Computer Aided Design MPEG - Motion Picture Experts Group 
CADD - Computer Aided Design and Drafting NAT - Network Address Translation 
CAI - Computer Aided Instruction OCR - Optical character reader. 
CDMA - Code Division Multiple Access OMR - Optical Mark Reader/Recognition 
CDMA - Code Division Multiple Access. P2P - Peer-to-peer 
CD-R - Compact disc-recordable. PDA - Personal digital assistant. 
CD-ROM - Compact disc-read-only memory. A form of 
optical storage. 

PDF - Portable Document Format 

CD-RW - Compact disc-rewritable. PNG - Portable Network Graphics 
CISC - Complex Instructions Set Computers PNG - Portable Network Graphics 
COBOL - Common Business Oriented Language RPM - Revolutions Per Minute 

COMPUTER - Commonly Operated Machine 
Particularly Used for Trade/Technology, 
Education, and Research. 

SIM - Subscriber Identity Module. 

CPU - Central processing unit. SMPS - Switch Mode Power Supply 
CRT - Cathode Ray Tube. SMS - Short Message Service 
CUI - Character User Interface SMTP - Simple Mail Transfer Protocol 
DAT - Digital Audio Tape SQL - Structured Query Language 
DAT - Digital Audio Tape. SWF - Shock Wave Flash 
DBMS - Data Base Management System TCP - Transmission Control Protocol . 
DNS - Domain name system. UHF - Ultra High Frequency. 
DOC - Document (MicrosoftCorporation) UMTS - Universal Mobile Telecommunication 

System. 
DOS – Disk operating system. UNIVAC - Universal Automatic Computer/Universal 

Non Integrated Vacuum Actuated Computer 
DPI - Dots Per Inch UPS - Uninterruptible Power Supply. 
DVD - Digital Versatile Disk. URL - Uniform Resource Locator. 
DVD-RAM - Digital video disc–random-access USB - Universal Serial Bus. 

https://www.facebook.com/BankPoClerk/?ref=aymt_homepage_panel
https://www.facebook.com/groups/2148759855448538/?source_id=117234085093214
https://t.me/joinchat/J8jQkg8azrnOjC1LiWFvJg
file:///F:/Ambitious%20Baba/One%20liner/January%202019/t.me/ambitiousbaba


 

  

Facebook Page                     Facebook Group                         Telegram Group                    Telegram Channel 

memory. 
DVD-ROM - Digital video disc–read-only memory. VAN - Value Added Network 
DVD-RW - Digital video disc–read/write. VHF - Very High Frequency. 
DVI - Digital Visual Interface VIRUS - Vital Information Resource Under Seized. 
DVR - Digital Video Recorder VOIP - Voice Over Internet Protocol 
EDGE - Enhanced Data Rate for GSM (Global System 
for 

WAIS - Wide-Area Information Server. 

Mobile Communication) Evolution  
EDSAC - Electronic Delay Storage Automatic 
Calculator 

WAP - Wireless Application Protocol. 

EDVAC - Electronic Discrete Variable Automatic 
Computer 

WAV - Waveform Audio 

E-mail - Electronic Mail WBMP - Wireless Bitmap Image 
ENIAC - Electronics Numerical Integrator And 
Calculator 

Wi-Fi - Wireless fidelity. 

FPS - Frames Per Second WLAN - Wireless Local Area Network 
GDI - Graphical Device Interface WMA - Windows Media Audio 
GIF - Graphic Interchangeable Format WML - Wireless Markup Language 
GPRS - General Packet Radio Service WML - Wireless Markup Language 
GSM - Global System for Mobile Communication WMV - Windows Media Video 
GUI - Graphical User Interface. XMF - Extensible Music File 
HSDPA - High Speed Downlink Packet Access.  

 

 

Chapter -5 (Commercial Laws) 

What Is Commercial Law? 

Commercial law is a body of law that regulates the conduct of persons, merchants, and businesses 

who are engaged in trade, sales, and commerce. Also known as business law, it is a broad area of 

law that interacts with many other areas of law such as environmental regulation, real estate, and 

food/safety laws.  

Some of the main branches of commercial law are consumer protection, contract laws, and 

intellectual property laws. 

Terms to Know 

Uniform Commercial Code (UCC) – A uniform law adopt in some form by all states that governs 

sales of goods and related issues, such as secured transactions and negotiable instruments 

Negotiable Instrument – A document, such as a note or check,  that contains an unconditional 

promise to pay a specified amount of money on demand or at a specified time 

Merger – The absorption of one company by another. 

Acquisition – The obtaining of a controlling interest in a company.  
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Secured Transaction – A transaction intended to create a security interest in personal property or 

fixtures of a property.  

Security - A financial asset, such as a mortgage, provided to make certain that a debt obligation is 

fulfilled. 

 

What is Corporate Law? 

Corporate law is the body of laws, rules, regulations and practices that govern the formation and 

operation of corporations. It’s the body of law that regulates legal entities that exist to conduct 

business. The laws touch on the rights and obligations of all of the people involved with forming, 

owning, operating and managing a corporation. 

Corporation - A corporation is a legal entity that exists to conduct business. It’s a separate legal 

entity from the people who make it. A corporation can conduct business in its own name just like 

any person can. When a person owns a part of a corporation, their liability is limited to their 

ownership in the corporation. They can’t lose more than their investment in the corporation. 

The major characteristics of corporate law 

There are five principles that are common to corporate law: 

1. Legal personality- Corporation owners pool their resources into a separate entity. That entity 

can use the assets and sell them. Creditors can’t easily take the assets back. Instead, they form their 

own entity that acts on its own. 

2. Limited liability- When a corporation gets sued, it’s only the corporation’s assets that are on the 

line. The plaintiff can’t go after the personal assets of the corporation’s owners. A corporation’s 

limited liability allows owners to take risks and diversify their investments. 

3. Transferrable shares- If an owner decides they no longer want a share in the corporation, the 

corporation doesn’t have to shut down. One of the unique features of a corporation is that owners 

can transfer shares without the same difficulties and hassles that come with transferring ownership 

of a partnership. There can be limits on how shareholders transfer ownership, but the fact that 

ownership can be transferred allows the corporation to go on when owners want to make changes. 

4. Delegated management- Corporations have a defined structure for how they conduct their 

affairs. There’s a board of directors and officers. These groups share and split decision-making 

authority. Board members hire and monitor officers. They also ratify their major decisions. The 

shareholders elect the board. 

Officers handle the day to day operation of the company. They’re the leaders for conducting 

transactions and making the business run each day. With a defined leadership structure, parties 

that do business with the corporation have the assurances that actions of officers and the board of 

directors are legally binding on the corporation. 
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5. Investor ownership -Owners have a say in making decisions for the corporation, but they don’t 

directly run the company. Investors also have the right to the corporation’s profits. Usually, an 

owner has decision-making authority and profit sharing in proportion to their ownership interest. 

Owners typically vote to elect board members. 

 

Company Law 

The concept of ‘Company’ or ‘Corporation’ in business is not new but was dealt with, in 4th century 

BC itself during ‘Arthashastra’ days. Its’ shape got revamped over a period of time according to the 

needs of business dynamics. Company form of business has certain distinct advantages over other 

forms of businesses like Sole Proprietorship/Partnership etc. It includes features such as Limited 

Liability, Perpetual Succession etc. 

After reading this lesson, you would be able to understand the historical development in the 

evolution of corporate law in India and England, emerging regulatory aspects including Companies 

Act, 2013, besides dealing with basic characteristics of the company and how it differs from other 

forms of businesses. 

Types of Company law  

The Companies Act, 2013 provides for the kinds of companies that can be promoted and registered 

under the Act. The three basic types of companies which may be registered under the Act are: 

i)Private Companies; 

ii) Public Companies; and 

iii) One Person Company (to be formed as Private Limited). 

Section 3 (1) of the Companies Act 2013 states that a company may be formed for any lawful 

purpose by— 

seven or more persons, where the company to be formed is to be a public company; 

two or more persons, where the company to be formed is to be a private company; or 

one person, where the company to be formed is to be One Person Company, that is to say, a private 

company, by subscribing their names or his name to a memorandum and complying with the 

requirements of this Act in respect of registration 

(2) A company formed under sub-section (1) may be either— 

 a company limited by shares; or 

 a company limited by guarantee; or 

 an unlimited company. 

Classification of Companies 
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Classification on the basis of Incorporation 

There are three ways in which companies may be incorporated. 

 

(a) Statutory Companies: These are constituted by a special Act of Parliament or State Legislature. 

The provisions of the Companies Act, 2013 do not apply to them. Examples of these types of 

companies are Reserve Bank of India, Life Insurance Corporation of India, etc. 

(b) Registered Companies: The companies which are incorporated under the Companies Act, 

2013 or under any previous company law, with ROC fall under this category. 

Classification on the basis of Liability 

Under this category there are three types of companies: 

(a)Unlimited Liability Companies: In this type of company, the members are liable for the 

company’s debts in proportion to their respective interests in the company and their liability is 

unlimited. Such companies may or may not have share capital. They may be either a public 

company or a private company. 

(b) Companies limited by guarantee: A company that has the liability of its members limited to 

such amount as the members may respectively undertake, by the memorandum, to contribute to 

the assets of the company in the event of its being wound-up, is known as a company limited by 

guarantee. The members of a guarantee company are, in effect, placed in the position of guarantors 

of the company’s debts up to the agreed amount. 

(c) Companies limited by shares: A company that has the liability of its members limited by the 

memorandum to the amount, if any, unpaid on the shares respectively held by them is termed as a 

company limited by shares. For example, a shareholder who has paid `75 on a share of face value ` 

100 can be called upon to pay the balance of `25 only. Companies limited by shares are by far the 

most common and may be either public or private. 

PRIVATE COMPANY 

As per Section 2(68) of the Companies Act, 2013, “private company” means a company having a 

minimum paid-up share capital of one lakh rupees or such higher paid-up share capital as may be 

prescribed, and which by its articles,— 

restricts the right to transfer its shares; 

except in the case of One Person Company, limits the number of its members to two hundred: 

Provided that where two or more persons hold one or more shares in a company jointly, they shall, 

for the purposes of this definition, be treated as a single member: 

Provided further that the following persons shall not be included in the number of members;— 

(A) persons who are in the employment of the company; and 
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(B) persons who, having been formerly in the employment of the company, were members of the 

company while in that employment and have continued to be members after the employment 

ceased, and 

(C) prohibits any invitation to the public to subscribe for any securities of the company; It must be 

noted that it is only the number of members that is limited to two hundred. A private company may 

issue debentures to any number of persons, the only condition being that an invitation to the public 

to subscribe for debentures is prohibited. 

ONE PERSON COMPANY (OPC) 

Background of OPC 

With the implementation of the Companies Act, 2013, a single person could constitute a Company, 

under the One Person Company (OPC) concept. 

The new Companies Act, 2013 has done away with redundant provisions of the previous 

Companies Act,1956, and provides for a new entity in the form of one person company (OPC), while 

empowering the Central Government to provide a simpler compliance regime for small companies. 

The introduction of OPC in the legal system is a move that would encourage the corporatisation of 

microbusinesses and entrepreneurship. 

PUBLIC COMPANY 

By virtue of Section 2(71), a public company means a company which: 

(a) is not a private company; 

(b) has a minimum paid-up share capital of five lakh rupees or such higher paid-up capital, as may 

be prescribed. 

Provided that a company which is a subsidiary of a company, not being a private company, shall be 

deemed to be a public company for the purposes of this Act even where such subsidiary company 

continues to be a private company in its articles 

As per section 3 (1) (a), a public company may be formed for any lawful purpose by seven or more 

persons, by subscribing their names or his name to a memorandum and complying with the 

requirements of this Act in respect of registration. 

SMALL COMPANY 

As recommended by the Dr JJ Irani Committee, the concept of small companies has been 

introduced in the Companies, Act, 2013. The recommendation of the Irani committee in this 

regard was as under 

A small company is a new form of a private company under the Companies Act, 2013. A 

classification of a private company into a small company is based on its size i.e. paid-up capital and 

turnover. In other words, such companies are small sized private companies. 

As per section 2(85) ‘‘small company’’ means a company, other than a public company,— 
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(i) paid-up share capital of which does not exceed fifty lakh rupees or such higher amount as may 

be prescribed which shall not be more than five crore rupees; or 

 

(ii) turnover of which as per its last profit and loss account does not exceed two crore rupees or 

such higher amount as may be prescribed which shall not be more than twenty crore rupees: 

Provided that nothing in this definition shall apply to— 

(A) a holding company or a subsidiary company; 

(B) a company registered under section 8; or 

(C) a company or body corporate governed by any special Act; 

LIMITED COMPANY 

As per section 3(2), a company formed under this Act may be either (a) a company limited by 

shares; or (b) a company limited by guarantee or (c) an unlimited company. 

The term ‘Limited Company’ means a company limited by shares or by guarantee. 

The liability of the members, in the case of a limited company, may be limited with reference to the 

nominal value of the shares, respectively held by them or to the amount which they have 

respectively guaranteed to contribute in the event of winding up of the company. Accordingly, a 

limited company can be further classified into: (a) Company limited by shares, and (b) Company 

limited by guarantee. 

UNLIMITED COMPANY 

As per section 2(92), “unlimited company” means a company not having any limit on the liability of 

its members. Thus, the maximum liability of the member of such a company, in the event of its 

being wound up, might stretch up to the full extent of their assets to meet the obligations of the 

company by contributing to its assets. However, the members of an unlimited company are not 

liable directly to the creditors of the company, as in the case of partners of a firm. The liability of the 

members is only towards the company and in the event of its being wound up only the Liquidator 

can ask the members to contribute to the assets of the company which will be used in the discharge 

of the debts of the company. 

GOVERNMENT COMPANIES 

Section 2(45) defines a “Government Company” as any company in which not less than fifty one per 

cent. Of the paid-up share capital is held by the Central Government, or by any State Government or 

Governments, or partly by the Central Government and partly by one or more State Governments, 

and includes a company which is a subsidiary company of such a Government company. 

Notwithstanding all the pervasive control of the Government, the Government company is neither a 

Government department nor a Government establishment [Hindustan Steel Works Construction Co. 

Ltd. v. State of Kerala (1998) 2 CLJ 383]. 
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FOREIGN COMPANIES 

As per section 2(42), “foreign company” means any company or body corporate incorporated 

outside India which— 

(a) has a place of business in India whether by itself or through an agent, physically or through 

electronic mode; and 

 

(b) conducts any business activity in India in any other manner 

Sections 379 to 393 of the Act deal with such companies. Section 380 of the Act lays down that 

every foreign company which establishes a place of business in India must, within 30 days of the 

establishment of such place of business. 

Competition law (antitrust) 

India’s antitrust law, The Competition Act, 2002, was fully constituted on March 1, 2009 – replacing 

the Monopolistic and Restrictive Trade Practices Act of 1969. The Competition Act monitors any 

economic activity that monopolizes competition within the market; it aims to protect consumers 

and small enterprises, and ensures the freedom of trade.  

The Act also regulates acquisitions, mergers, and combinations in India. 

What is prohibited under the Competition Act? 

The Competition Act prohibits any business arrangements that could form a nexus within the chain 

of supply, distribution, storage, acquisition, control of goods, or provisions of services. 

While India’s laws do not prohibit ‘dominance’, its abuse through price manipulation, exploitation, 

or exclusion is prohibited. An establishment has a dominant position if it can influence competitors 

or consumers to its advantage. 

Thus, the Competition Act guarantees that no enterprise abuses their ‘dominant position’ in a 

market through the control of supply, manipulating purchase prices, or adopting practices that 

deny market access to other competing firms. 

How does it affect entry into India? 

A foreign company seeking entry into India through an acquisition or merger will have to abide by 

the country’s competition laws. 

Assets and turnover above a certain monetary value will bring the group under the purview of the 

Competition Commission of India (CCI). CCI approval is required within 30 days of a proposal being 

set for any form of merger or acquisition, before it can become actionable. 

 

CONSUMER PROTECTION ACT 
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One of the most important milestones in the area of consumer protection/consumer movement in 

the country has been the enactment of the Consumer Protection Act, 1986. It was a progressive and 

comprehensive pieces of legislation of its time, covering all goods and services. The Act ensures the 

rights of consumer for safety, information, choice, representation, and redressal and consumer 

education, and provides for a simple, speedy and inexpensive redressal to the consumers’ in the 

nature of a specific nature and also awards compensation, wherever appropriate, to the consumer. 

An exclusive three tier redressal machinery as an alternative to the civil court and other legal 

remedies available in the country has been established under the Act, wherein an aggrieved 

consumer can seek redressal against any defect in the goods purchased or deficiencies in services 

availed, including restrictive/unfair trade practices adopted by such manufacturer and trader of 

goods/service provider. In the past thirty years more than 4.3 million consumer cases were 

adjudicated and decided by the consumer fora. 

SECTORAL LAWS PROTECTING CONSUMERS IN INDIA 

Besides the Consumer Protection Act 1986, various laws and Regulations in India protect the 

interests of consumers, some of which are: 

1.The Bureau of Indian Standard Act 2016: The Bureau of Indian Standards (BIS) Act 2016 

establishes BIS as the National Standards Body of India. Besides containing provisions for 

establishing voluntary standards, the Act also contains provisions to bring under compulsory 

certification regime any article, process or service which it considers necessary from point of view 

of health, safety, environment, prevention of deceptive practices, security etc. 

2.The Legal Metrology Act 2009: The Act has come into force on 01.04.2011 and has repealed the 

Standards of Weights & Measures Act, 1976 & Standards of Weights & Measures (Enforcement) Act, 

1985. The Government ensures through the Act that all weight and measure used for trade or 

commerce or for protection of human health and safety are accurate and reliable so that users are 

guaranteed for correct Weighment and Measurement. 

3.The Essential Commodities Act 1955 : The Act empowers the Government to regulate prices, 

production, supply, distribution etc. of essential commodities for maintaining or increasing their 

supplies and for securing their equitable distribution and availability at fair prices. Most of the 

powers under the Act have been delegated by the Central Government to the State Governments 

with the direction that they shall exercise these powers.  

4.The Food Safety and Standards Act, 2006: The Act envisages regulation of manufacture, 

storage, distribution, sale and import of food to ensure availability of safe and wholesome food for 

human consumption and for consumers connected therewith. The Food Safety and Standards 

Authority of India (FSSAI) has been established under this Act for laying down scientific standards 

for articles of foods and to regulate their manufacture, storage, distribution, sale and import to 

ensure availability of safe and wholesome food for human consumption. The Food Safety and 

Standards (FSS) Act, 2006 was operationalized with the notification of Food Safety and Standards 

Rules, 2011 and six Regulations w.e.f the 5 August 2011.  

5.The Contract Act 1872: The Act binds people on their promises made in a contract. The Act also 

provides remedies available to parties in case of breach of contract. 
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6.The Sale of Goods Act 1930: The act provides safeguard and relief to customers in case goods 

are not complying with the expressed conditions and warranty. 

7.The Competition Act, 2002: The Act governs Indian competition law. It replaced the Monopolies 

and Restrictive Trade Practices Act, 1969. Under this legislation, the Competition Commission of 

India was established to prevent the activities that have an adverse effect on competition in India. 

 

Contract Act law 

 Interpretation of The Indian Contract Act, 1872 

 When one person signifies to another his willingness to do or to abstain from doing 

anything, with a view to obtaining the assent of that other to such act or abstinence, he is 

said to make a proposal; 

 When the person to whom the proposal is made signifies his assent thereto, the proposal is 
said to be accepted. A proposal, when accepted, becomes a promise; 

 The person making the proposal is called the "promisor", and the person accepting the 
proposal is called the "promisee"; 

 When, at the desire of the promisor, the promisee or any other person has done or 
abstained from doing, or does or abstains from doing, or promises to do or to abstain from 

doing, something, such act or abstinence or promise is called a consideration for the 

promise; 

 Every promise and every set of promises, forming the consideration for each other, is an 

agreement; 

 Promises, which form the consideration or part, of the consideration for each other are 

called reciprocal promises; 

 An agreement not enforceable by law is said to be void; 

 An agreement enforceable by law is a contract; 

 An agreement which is enforceable by law at the option of one or more of the parties - 
thereto, but not at the option of the other or others, is a voidable contract; 

 A contract which ceases to be enforceable by law becomes void when it ceases to be 
enforceable. 

Environmental laws 

The main environmental laws in India include the: 
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 Water (Prevention and Control of Pollution) Act 1974 (Water Act), which also initially 

identified the powers, functions and hierarchy of the environmental agencies, the CPCB 

and the SPCBs. 

 Air (Prevention and Control of Pollution) Act 1981 (Air Act). 

 Environment (Protection) Act 1986 (EP Act). This umbrella law enables the central 
government to take measures it deems necessary to protect and improve the 

environment, and to prevent, control and abate environmental pollution. A wide range 

of rules and notifications have been adopted under it, such as the: 

 E-Waste (Management) Rules 2016, as amended in 2018 (E-Waste Rules); 

 Bio-Medical Waste Management Rules 2016; 

 Plastic Waste Management Rules 2016; 

 Solid Waste Management Rules, 2016; 

 Construction and Demolition Waste Management Rules 2016; 

 Hazardous and Other Waste (Management and Transboundary Movement) Rules 2016, 
as amended in 2019 (HW Rules); 

 Manufacture, Storage and Import of Hazardous Chemicals Rules 1989 (MSIHC Rules); 

 Coastal Regulation Zone Notification 2019; and Environment Impact Assessment 
Notification 2006. 

 

 

Intellectual Property Laws in India 

The twenty-first century witnessed the emergence of “Intellectual Capital” as a key wealth driver of 

international trade between countries, thanks to rapid globalization and liberalization of economies 

the world over. Intellectual property rights have become an irreplaceable element of India’s 

business fraternity, whether in terms of new statues or judicial pronouncements. India’s consent of 

the WTO (World Trade Organization) agreement has paved the way for its compliance with TRIPS 

(Trade Related Aspects of Intellectual Property Rights). This article explores the intellectual 

property laws in India, with specific emphasis on the amendments brought forth by TRIPS. 

Scope of Coverage 

India’s legal framework caters to the following areas of intellectual property: 

 

1)Trade Marks 
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2)Patents 

3)Copyrights 

4)Industrial designs 

5)Geographical indications 

6)Layout designs of integrated circuit 

7)Varieties of plant 

8)Information Technology and Cybercrimes 

9)Data protection 

10)Governing Regulations 

Intellectual properties rights in India is governed under the following Acts: 

 

 Trade Marks Act, 1999 

 The Patents Act, 1970 (amended in 2005) 

 The Copyright Act, 1957 

 The Designs Act, 2000 

 The Geographical Indication of Goods (Registration and Protection) Act, 1999 

 The Protection of Plant Varieties and Farmers Rights Act, 2001 

 The Information Technology Act, 2000 

 TRIPS – the Game Changer 

The TRIPS agreement has made way for the harmonization of Indian laws connected with 

Intellectual Property Rights. The agreement was implemented with the minimum standards for the 

protection of IPR. A time-frame has been specified within which the participating countries are 

required to effect changes in their respective laws to meet the requisite compliance standards. The 

rest of the article seeks to highlight the amendments brought forth by the agreement in intellectual 

property laws. 

Patents 

Patent was first introduced to the realms of Indian business in the year 1911 courtesy of the Indian 

Patent and Designs Act, 1911. This Act was superseded in the year 1972 with the enforcement of 

the Patents Act, 1970. The Act, which is now the governing Act for Patents in the country till now, 

went through an amendment in 2005 to be compliant with the TRIPS agreement and is now known 

as the Patents (Amendments) Act, 2005. The Amendment oversaw the extension of product patent 
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to all fields of technology including foods, drugs, chemicals, and micro-organisms. Furthermore, the 

provisions pertaining to Exclusive Marketing Rights (EMRs) has been repealed and a provision 

enabling grant of a compulsory license has been framed as its replacement. 

For Further References: Patent for Business Idea in India 

Trademarks 

A trademark is a unique symbol that differentiates one brand from the other and is considered 

essential for protecting the brand from being illegally replicated. The TRIPS agreement for the 

protection of trademarks incorporates the protection of distinguishing marks, recognition of 

service marks, indefinite periodical renewal of registration, abolition of compulsory licensing of 

trademarks, etc. In view of enacting the newly fabricated laws, the Indian Trade and Merchandise 

Marks Act, 1958 was annulled to pave the way for the Trade Marks Act, 1999. The newly introduced 

governing regulation is designed in accordance with the international systems and practices 

mandated by the TRIPS agreement. The Trademarks Act of 1999 provides for the registration of 

service marks, the filing of multiclass applications, enhancing the term of trademark registration to 

10 years, the recognition of the concept of well-known marks, etc. The Indian legal framework has 

also extended the protection to Domain Names. 

 

While the previous regulation merely included Goods and Services for the purpose of registration, 

the infringement rules for the current regulations have been modified to include the unauthorized 

use of similar or confusingly similar marks. 

These amendments provide lesser room for defaults. The police are now entitled to seize any 

infringing materials without producing a warrant. Trademark infringement could impose the 

defaulter with imprisonment for a term of at least 6 months, which may extend to three years. This 

would be coupled with a fine of not less than Rs. 50,000 which may even go up to Rs. 2,00,00. 

 

The Madrid Protocol 

The Amendment of the Trademark Act in 2010 led to India’s foray into the Madrid Protocol in 2013, 

thereby enabling Indian entities to register their trademarks in 97 countries by filing a single 

application form. Likewise, foreign entities of the member countries are also allowed to register 

their marks in India. 

For Further References: Registrable Trademarks 

Relative Grounds for Trademark Refusal 

 

Copyright 
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Not many Acts in India has passed the test of time, but the Copyright Act falls among such 

exceptions. The Act was formulated in the year 1957 and has been amended from time-to-time to 

be on par with the international standards as specified in TRIPS. 

The Act preserves the right of artistic endeavors which includes painting, sculpting, drawing, 

engraving, photography, artistic craftsmanship, dramatic work, literary work, musical work, sound 

recording, and cinematography. and is reflective of the Berne Convention for Protection of Literary 

and Artistic Works, 1886 and the Universal Copyrights Convention. Apart from these two 

conventions, the country is a party to the Geneva Convention for the protection of rights of 

Producers or Phonograms. The country is also an active member of the World Intellectual Property 

Organization (WIPO) and the United Nations Educational, Scientific and Cultural Organization 

(UNESCO). 

The following are some of the featured provisions of the Act: 

 The Act doesn’t mandate the need for qualitative work, as any unique work with little in 

common with other works qualify for this purpose. 

 The creator of the work is accorded with lifetime copyrights, which will continue to be valid 
a little more after his/her lifespan, i.e. until 60 years after his/her death. 

 The creator is not only vested with rights of authorship but the rights of protecting his/her 
works against any amendments. 

The year 1984 witnessed the inclusion of computer programming into the Act. 

In the event of any defaults, the Copyright Act provides for civil remedies in the following manner: 

 

 Permeant injunction. 

 Damages or accounts of profits. 

 Delivery of the infringing material for destruction. 

 Provision of the cost of legal proceedings to the defender. 

 Imprisonment of a period ranging between 6 months and two years. 

 A fine ranging between Rs. 50,000 and Rs. 2,00,000. 

 For Further References: Advantages of Copyright Registration in India 

 

Industrial Designs 

The TRIPS agreement has accorded India with the ingredients that help in the protection of 

industrial designs. The Designs Act, 2000, caters to these requirements by providing protection to 
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original and aesthetically appealing designs which have the potential for commercial applications 

and is in consonance with the evolvements in technology and economical advancements. 

 

Geographical Indications 

A Geographical Indication (GI) is utilized on goods with a specific geographical origin and it consists 

of qualities or reputation that are due to the place of origin. Rights in terms of GI are valuable and 

needs to be protected against misuse by dishonest commercial operators. 

The TRIPS agreement has listed out the minimum standards of protection of GIs and additional 

protection for wines and spirits. In view of this, India has adopted legislative measures by enacting 

the Geographical Indications of Goods (Registration and Protection) Act, 1999 and the Geographical 

Indications of Goods (Registration and Protection) Rules, 2002. 

Entities registered with GIs can prevent unauthorized use of the registered geographical indication 

by initiating infringement procedures through a civil suit or criminal complaint. 

 

Plant Varieties 

As a part of the ratification of the TRIPS agreement, India has enacted the Protection of Plant 

Varieties and Farmers Act, 2001 (commonly known as the “Plant Act”), as per the recommendations 

of the International Union for Protection of New Varieties of Plants, Geneva. The Act has facilitated 

the creation of a Protection of Plant Varieties and Farmers Rights Authority. The body is entrusted 

with the task of promoting the development of new varieties of plants as well as the protection of 

plant varieties and the rights of the farmers and breeders. Till now, the Indian Government has 

notified 114 crops with their genera to be registered under the initiative. 

 

The development is set to sustain the progress of the most important sector of all – agriculture, as 

more emphasis will be attributed for discovering or developing new breeds. The scheme also seeks 

to enhance the growth of the seed industry and offer the Indian farmers with better quality of 

seeds. 

Layout Designs of Integrated Circuits 

The Semiconductor Integrated Circuits Layout Design Act, 2000, was drafted into the Indian 

governing system in compliance with the TRIPS agreement. The Act is aimed at ensuring the 

protection of layout designs in integrated circuits. 

Layout Designs 

Layout Designs refers to a layout of transistors and other circuitry elements. It includes lead wires 

connecting such elements and expressed in any manner in a semiconductor integrated circuit. 

Semiconductor Integrated Circuit 
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The Semiconductor Integrated Circuits Layout Design Act, 2000, describes a Semiconductor 

Integrated Circuit as a product with transistors and other circuitry elements which are inseparably 

formed on a semiconductor material, insulating material or inside the semiconductor material and 

designed to perform an electronic circuitry function. 

Data Protection 

Data Protection laws refer to a collection of privacy laws, policies, and procedures which are 

intended to curtail the privacy intrusions caused by the collection, storage, and dissemination of 

personal data. Personal data, in general terms, is the information or data pertaining to a person 

who can be identified from a particular information or data collected by a government, private 

organization or an agency. 

India doesn’t have an express law for Data Protection, though certain provisions for the same can 

be found in the relevant laws, which includes the Information Technology Act, 2000, and the Indian 

Contract Act, 1872. A codified law for this purpose is likely to be enforced in the forthcoming years. 

Information Technology and Cyber Crime 

The laws associated with the domain of information technology is governed by the Information 

technology Act, 2000. The Act is aimed at rendering a legal recognition of transactions pursued 

through electronic data interchange and other means of electronic communication involving the 

use of alternative to paper-based methods of communication and storage of information with 

governmental agencies. The provisions of the Act include: 

The grounds on which the government may interfere with data. 

The laws pertaining to the breach of conduct and its implications. The breach could be in the form 

of a penalty for damages to computers systems, tampering with computer source, breach of 

confidentiality and privacy, etc. 
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