SYLLABUS

FINAL COURSE

STAGE - III

Paper 13: Operations and Project Management & Control (One Paper: 3 hours: 100 marks)

Section I: Operations Management (50 marks)

( i  )Technology of production techniques — meaning and implication of technology, different concepts like relevant technology or appropriate technology, high-tech versus low-tech, capital intensive versus labour-intensive, batch process. Technology forecasting, shape of things to come in 21st century. Basic ideas regarding manufacturing techniques including machine tools process technology, productive facilities, productive utilities and manufacturing policies, some broad ideas about the technological aspects involved in the industries covered under the cost audit. World-class manufacturers flexible manufacturing systems, JIT, MRPI, MRPII and advanced systems to come.

 Production planning, scheduling and monitoring system — the concept of integrated production planning system, linkage between production planning and sales forecasting, procurement planning and finished goods inventory policy. Actual scheduling of jobs optimisation concept in terms of productive facilities utilisation and cost minimisation through start up change over, etc. Production monitoring system and Management Information System for this purpose, regular review of production planning and monitoring, Decision Support System (DSS).

( ii )Production Economics — analysis of problems involving location, multishifts, product mix, material handling facilities, utilisation of multipurpose plants, utilisation of preventive maintenance, utilisation of capacity rectification of unbalanced capacity, off loading of products, stages of production, product plant, process planning, scheduled production stages, controlling quality level, controlling of output costs, products usage and its obsolescence, technological usage and its obsolescence, control of output costs on the basis of its cost of factors of production and utilisation of capacities, sealing of capacity with the help of rationalisation, modernisation, revamping and renovation. Expansion and growth.

( iii ) Productivity — meaning and significance of productivity, productivity vis-à-vis absolute production, measurement of productivity – both overall and separately for each factor like man, machine, materials. Productivity and cost productivity, improvement techniques, time study, work sampling and other techniques for productivity monitoring, productivity bargaining, tools and techniques, productivity and work methods as well as quality of work life, job evaluation and merit rating and use of these in productivity of human resources. Cost reduction and value analysis in the context of productivity. Learning curve concepts in the context of productivity.

Cost implications of multi-shift operations, plant shutdown, plant expansion, retracting of detectives, automation in productive system, utilities management, replacement of machinery and financial impact of technology up gradation and absorption.

Section II — Project Management (50 marks)

( i )Project identification and formulation — different types of needs leading to different types of projects under BMRED (Balancing, Modernisation, Replacement, Expansion and Diversification) considerations involved in decision under each of these types. Macro parameters in project selection, different considerations for project under private, public and joint sectors. Project formulation - preparation of project profile, project report and detailed project report. Broad criteria for pre-investment decisions.

Project appraisal — different types of appraisal – Technical, economic, organisational and managerial, commercial and financial - financial techniques for project appraisal and feasibility, discounted cash flow and non-discounted cash flow methods, social cost benefit analysis and economic rate of return. Non-financial justification of projects.

Project financing — pattern of financing, sources of finance, impact of taxation, public loans, small savings surplus of public enterprises, deficit financing, foreign aid. Public sector project financing. Role of tax planning in project financing.

( ii )Project cost systems — project cost accounting and monitoring, appointment of contractor and its problems, labour and equipment costs, accounting, codification, development of cost data, labour time, reporting, direct measurement of work quantities, labour cost analysis, equipment accounting, activity –based cost accounting, production rates for estimates, control of cost, computer application to cost control.

( iii ) Project administration — progress payments, expenditure planning, project scheduling and network planning, use of Critical Path Method (CPM), schedule of payments and physical progress, time-cost trade off, cash flow preparing, cash forecast and monitoring of fund and other resources, control of groups of projects under one administration and associated problems in sharing resources.

Concepts and uses of Project Evaluation and Review Techniques (PERT), cost as a function of time, project evaluation and reviews techniques/cost mechanisms. Accountant's role in project evaluation and review techniques/cost budgeting. Determination of least cost duration. Post project evaluation.

---------------------------------------------------------------------------------------------------------------------------------------------------
Paper 14: Advanced Financial Management and International Finance (One Paper: 3 hours: 100 marks)

1
( i )Planning environment — financial objectives, policies on financing, investments and dividends. Financial forecasting, planning and uncertainties, interest rates, inflation, capital gains and losses, exchange control regulation, government credit policies and incentives, statistics on production, price indices, labour, capital market based on published statistical data.

2 ( ii ) Sources of finance (national) — Medium and long term; venture capital, seed capital, equity preference, convertible and cumulative preference shares, debentures, convertible debentures, hire purchase, leasing, public deposits and institutional finance Life Insurance Corporation, Unit Trust of India, Industrial Finance Corporation of India, Industrial Credit and Investment Corporation of India, National Industrial Development Corporation, Industrial Development Bank of India, Small Scale Industrial Development Bank of India (SIDBI), State Finance Corporation (SFC), Industrial Rehabilitation Bank of India (IRBI).

Internal sources, retained earnings, provisions etc. Issues in raising finance, legal form of organisation, provisions of the Companies Act, control of capital issues. Short term sources: Trade credit, factoring, Bill of exchange, Bank Loan, Cash credit, overdraft, public deposit, SEBI regulations, Primary and Secondary markets.

Sources of Finance (International) — raising funds in foreign markets and investments in foreign projects, exchange rate - risk agencies involved and procedures followed in international financial operations - concepts of balance of trade and balance of payment.

3 ( iii )Analysis of operating and financial leverages — concept and nature of leverages operating risk and financial risk, operating leverages, financial leverage and combined leverage - concepts, measures and their interpretations. Operating leverage and Cost volume Profit analysis – Earning Before Interest and Tax (EBIT) and Earning Per Share (EPS), indifference point.

Capital structure theories and planning — concept of capital structure and its perimeters, financial structure and capital structure – simple and complex; theories of capital structure- net income approach, net operating income approach, traditional and Miller and Modigliani approaches and their criticism. Factors for capital structure planning; capital structure trend in private and public sectors in India.

Cost of capital — its nature and meaning, relevance of cost of capital in financial decisions, computation of specific cost, selection of weight, overall cost and marginal cost of capital, corporate tax and its impact on cost of capital.

4 ( iv ) Capital budgeting and impact of time lag in analysis of capital utilisation and viability - pay back period, present value and internal rate of return including sensitivity analysis, limitations on capital budgeting. Determination of the Cost of capital - risk of uncertainty, risk and return in a ports contexts capital Asset pricing model (CAPM), inflation, leasing versus buying, income taxes, benefits of accelerated cost recovery system (higher rate of depreciation), investment credits.

Working capital management — operating cycle concept, forecasting, working capital requirement, strategies of financing current assets; working capital and term loans, official regulations; monitoring advance management of different components; working capital management under inflation, new projects working capital management.

Financial services — Money market, Capital market, Functions of bank-lending etc., Merchant banking, leasing, hire purchase, cash purchase and factoring.

5 ( v ) Advanced financial analysis and planning — financial statements, financial ratio analysis, fund flow and cash flow analysis, leverages, Cost-Volume-Profit analysis, financial forecasting, inter firm comparison, financial analysis and aspects inflation.

Dividend and retention policies — formulating dividend policy: factors for consideration, dividend theories - Walter's model, Gordon's model, residual theory of dividend, Miller and Modigliani hypothesis. Indian position in private and public sector in general.

Financial management in public sector — Management of accounts receivable and inventories in public sector: units, source of fund of public sector units – cost of loans, cost of equity, cost of retained earning and debt equity ratio; evaluation and control of capital expenditure – determination of cash flows and cost-benefit analysis; pricing policy of public enterprises, project formulation and implementation, social cost benefit analysis.

Contemporary developments — WTO, GATT; Corporate Governance – UK’s Cadbury, Greenbary and Hampel Committee recommendations, Anti dumping laws, TRIPS, TRIMS, Copyright and patent laws and current developments including SEBI regulations as amended form time to time.

6 ( vi )International finance and risk management — Minimisation of political risk, risk of fraud (i.e. fraud policy statements), effective recruitment policies and good internal controls especially over procurement and cash; diversifying risk; management of interest rate risk including the use of interest rate swaps. Forward rate agreements and interest rate guarantees. Interpretation of interest options using simple graphs to show caps, floors and collars. Transaction, translation and economic risk, Interest rate parity, purchasing power parity and the Fisher effects. Foreign Direct Investment

Forward contracts and money market hedges. Currency features and options. Currency swaps and internal hedging techniques. Other current International Finance Issues. 

Paper 15: Strategic Management and Marketing  (One Paper: 3 hours: 100 marks)

( i )Planning environment economics — forecast trend and changes – social, political, legal and technological impacts. Distribution channels and competitive forces. Government policies, economic growth and government expenditure. Public and private sector investments. International trade prices and government policies for capacity expansion, new industries, subsidiaries and substitutes, Government role in controlling inflation.

( ii )Strategies — meaning and implications of corporate planning, long range planning, business policy planning, strategic planning and strategic management, processes of developing strategic plan – definition of mission, corporate objectives – (Profit gap, sales gap, risk gap) and other strategies, SWOT (Strength, Weakness, Opportunities & Threats) analysis, target selling strategy formulation and implementation, monitoring mechanism, strategies for stagnation versus growth, strategies for growth through expansion versus diversification, Acquisition and merger strategy, strategy of joint venture both in India and abroad. Marketing strategy as a part of corporate strategy, growth under inflation and protection of shareholder, real capital. Financial objectives, non-financial objectives, resources analysis and evaluation.

( iii )Model Building and models — strategies in the development of models, Delphi Model, econometric, mathematical programming, budgetary and heuristic rnodel. Sensitivity analysis and the characteristics of this model. Limitations in model building vis-à-vis simulation techniques. Life cycles, Porters generic strategic, Ausojs model, BCG matrix and other models.

( iv ) Basic concepts of marketing — production orientation versus market orientation, marketing objectivities, framework and management of marketing mix.

Linkage between strategic planning and marketing strategy - both forward and backward.

Research and intelligence — sources for the techniques for acquiring information necessary for marketing decision-making market shares.

( v  )Control or application of management accounting in rnarketing — analysis of marketing costs and profitability, pricing policies and strategies, budgetary control in marketing, evaluation and control of sales activities.

( vi )Evaluation of sales promotion and advertisement — Distribution cost analysis and control. Evaluation of marketing research and marketing planning.

Contribution analysis and product-line profitability analysis, product rationalisation including product revamping, product range extension, product elimination, new product introduction. Evaluation of research information - perfect, imperfect and Bayes' Theorem.

---------------------------------------------------------------------------------------------------------------------------------------------------
Paper 16: Strategic Tax Management (One Paper: 3 hours: 100 marks)

( i )Direct Tax planning — tax planning v. tax evasion, tax management, tax implications in planning, the legal status of business unit, firm, private limited company and public limited company. Tax planning in respect of different heads of income. Tax implications in International Joint Venture

Tax aspects of mergers and amalgamations.

New Industrial establishment and tax planning.

( ii )Tax considerations arising with regard to specific management decisions such as — (1) make or buy; (2) own or lease, (3) retain or replace; (4) repair of scrap or return; (5) export versus local sale; (6) shut down or continue; (7) expand or contract (8) merger and acquisition (9) new capital investment; tax exemptions; various deductions under chapter VI.

( iii )Tax incentives and export promotions.

Tax aspects of investments.

Tax implications in developing capitalisation structure and

(a) short term loans;
(b) deposits from public;

(c) term loans;
(d) bonus issues;

(e) dividend policy.

( iv )Wealth tax planning — individual, companies, etc and tax planning.

( v ) Indirect taxes planning — Different aspects of tax planning and tax management in relation to.

(a) Central Excise Act;

(b) Customs Act;

(c) Sales Tax Act.

STAGE IV

Paper 17: Management Accounting — Decision Making (One Paper: 3 hours: 100 marks)

( i )Basic concepts in decision making — relevant costs and benefits; Joint cost allocations and common costs; qualitative factors; sales mix, quantity, market size and market share variances. Transfer pricing, negotiated prices, dual pricing, external pricing strategies – premium pricing, penetration pricing, market skimming, loss leaders, product differentiation, International transfer pricing – taxation, currency, remittance of funds. Profit maximisation, Pareto analysis, risk and uncertainty, decision trees, learning curve, alternative costing systems. Applications of Operation Research techniques (linear programming, Transportation, simulation, PERT, CPM etc.) in decision-making.

( ii )Costing and accounting systems — activity based costing and activity based management; customer profitability analysis; direct product profitability; just-in-time and back flush accounting; theory of constraints and throughput accounting; behavioural aspects of alternative costing systems; target costing; life cycle costing, Parametric cost control.

( iii ) Investment appraisal — capital budgeting process; investment appraisal techniques – pay back, discounted pay back, accounting rate of return, net present value, IRR, benefit-cost ratio. 

Taxation, inflation, replacement, unequal lives, sensitivity analysis.

Divisional performance – return on investment; residual income. Post completion appraisal.

---------------------------------------------------------------------------------------------------------------------------------------------------

Paper 18: Management Accounting – Financial Strategy and Reporting (One Paper: 3 hours: 100 marks)

( i )Financial strategy formulation — Modelling annual cash flow forecasts and other financial statements based on expected changes in values e.g. inflation, volume, margins and probabilities, expected values and sensitivity analysis. Hire purchase and leasing.

( ii )Measurement of income and capital — The problems of profit measurement and the effect of alternative approaches to asset valuation. The principle of Substance over Form.

The accounting treatment of goodwill, intangible and tangible assets.

Inflation and its effect on financial statements.

Impairment of fixed assets, brands and goodwill.

Provisions and contingent liabilities and contingent assets.

Foreign currency translation to include overseas transactions and investments in overseas subsidiaries.

( iii )Analysis of Financial Statements — Advance topics on interpretation of financial statements via the analysis of corporate reports. Ratios in the areas of performance, profitability, financial adaptability, liquidity, activity and gearing of business, segmental analysis; inter firm comparison.

( iv )Advanced investment appraisal — Capital investment real options (i.e. option to make follow-on investment, the option to abandon and the option to wait). Weighted Average Cost of Capital and its use; adjusting the WACC for changes in capital structure. Single period capital rationing for divisible and non-divisible projects.

( v )Capital Asset Pricing Model (CAPM) — Advanced aspects of arbitrage pricing theory; risk adjustment using the certainty equivalent method; investment controls in practice.

( vi ) Financial analysis and reporting — disclosures, productivity and profitability reporting, performance measurement/development reports. Current issues in financial analysis and reporting. 

------------------------------------------------------------------------------------------------------------------------

Paper 19: Cost Audit and Management Audit (One Paper: 3 hours: 100 marks)

Aim: To provide an in-depth study of the body of knowledge comprising of the techniques and methods of planning and executing a Cost and Management Audit assignment.

Section I: Cost Audit (50 marks)

( i )Provisions relating to maintenance of Cost Accounting record under the Companies Act; recording and audit compliance of cooperative societies Act, Customs & Excise Act, WTO, Antidumping processing, export-import policy & special provisions of sick industries Act (SICA) etc. 

( ii ) Nature, objects and scope of Cost Audit — The concepts of efficiency audit, propriety audit, management audit, social audit.

( iii )Appointment of Cost Auditor —Procedure for appointment, his rights, responsibilities, status, relationship and liabilities – professional and legal under the Companies Act, 1956 (1 of 1956), the Cost and Works Accountants Act, 1959 (23 of 1959)

( iv )Planning the audit — Familiarisation with the industry, the organisation, the production process systems and procedures, list of records and reports, preparation of the audit programme.

( v )Verification of records and reports — Utilisation of statistical sampling methods - verification of performance and statements maintained under the Cost Accounting (Records) Rules.

( vi )Evaluation of Internal Control Systems — Budgetary Control, capacity utilisation, inventory control, management information system.

( vii )Assessment of the adequacy of the internal audit function.

( viii )Audit notes and working papers — audit reports to management.

( ix )The Cost Audit Reports — contents of the Report, distinction between "Notes and Qualifications" to the Report.  Cost Auditor's observations and conclusions.

( x ) Professional Ethics and Code of Conduct.

( xi )Relationship between the Statutory Financial Auditors, the Internal Auditor and the Statutory Cost Auditor.

( xii ) Cost Accounting (Records) Rules under clause (d) of sub-section (1) of section 209 (issued one year before the examination) and Cost Audit (Reports) Rules issued under section 233-B of the Companies Act, 1956 (1 of 1956).  Critical study of the rules including the prescribed Annexure and Proforma applicable to the industries covered.

( xiii )Review of Cost Audit Report by the Government: Objectives, methods, follow-up actions and disposal of Cost Audit Reports by the Government company and other end-users of the Cost Audit Reports.

( xiv )Comparative Studies between cost audit and financial audit with special reference to disclosure of information to members, parliament and the general public.

( xv )Penal provisions for Companies and Cost Auditors.

( xvi)Disciplinary proceedings.

Section II — Management Audit leading to other Services (50 marks) 

A.  Management Audit

( i )Meaning, nature and scope, organisational needs for Management Audit and its coverage over and above other audit procedures.

( ii )Audit of the Management Processes and Functions, such as Planning, Organisation, Staffing, Co-ordination, Communication, Direction and Control.

( iii )Evaluation of Management Information and Control Systems with special emphasis on Corporate Image and Behavioural Problems.

( iv )Corporate service audit (Customer services):  Product (Research and Development) and import substitution, customer’s channels (export), CRM

( v )Corporate Development and Management Audit, including operational and propriety aspects.

( vi )Social Cost and Benefit of business enterprises with particular reference to developing countries.

( vii )Audit of Social responsibility of management. 

 ( viii )Corporate governance and Audit Committees

B.  Other Services

( iI )Other service sector to the Management, Certification for various purposes – the records to be verified and the safeguards to be taken – the form and content of the certificates.

( ii )Cost audit as an aid to management, Government, shareholders, other external agencies and the public voluntary Cost Audit.

( iii )Productivity Audit – labour, material and capital.

( iv )Audit of Energy Conservation and Environmental Protection.

( v ) Efficiency audit – audit of sub-systems of an enterprise.

( vi )Assessment and quantification of losses under marine, fire and accident insurance policies.

( vii )nventory Audits for Banks and other agencies.

( viii )IRDA, Insurance Act, CARC.

---------------------------------------------------------------------------------------------------------------------------------------------------
Paper 20: Valuations Management and Case Study (One Paper: 3 hours: 100 marks)

Section I — Valuations Management (70 marks)

( i )Principles and Techniques of valuation — asset valuation bases (e.g. historic, replacement, realisable); earnings valuation bags (P/E multiples, earnings yield). Cash flow valuation bases (i.e. DCF dividend yield, dividend growth model.

( ii )Other valuation bases (e.g. earn out arrangements, super profits method). The strength and weaknesses of each valuation method and the suitability of each method.

( iii )Application of the efficient market hypothesis to business valuation.

The impact of changing capital structure on the market value of a company 

The different forms and methods of valuation of intellectual capital. The reasons for acquisitions (e.g. synergistic benefits, removing competitions)

The priorities of different stakeholders in terms of business valuation.

( iv )Valuating bases for takeovers, mergers, amalgamation, 

( v ) Valuation of shares, debentures, inventory, brand and other tangible and intangible assets as well as different liabilities.

Section II — Case Study (30 marks)

( i )To apply strategic management accounting techniques to make and support decisions within a simulated business contact.

( ii )The case study will be based on other final level papers and will draw upon material already covered in the previous levels.

( The case study will require the student to deal with material in less structured situations to integrate a variety of tools in arriving at a recommended solution. It is obvious that cannot be a single right answer. 

The process that students undertaken in arriving at potential solutions are viewed as being more important than the recommendations.

The stages to case study —

(b) Analyse and identify the present position of an organisation.

(c) Analysis and identify problems facing an organisation.

(d) Appraise possible feasible courses of action available.

(e) Evaluate and then choose specific proposals.

(f) Identify and evaluate priorities related to the proposals.

(g) Prepare and present information in a format suitable for presentation to senior management.
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