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Introduction

The Accounts Department Maintain standard books of accounts, both Factory-wise as well as consolidate. This department operates from Head office. Factory Accounts department maintains only Petty Cash. 

Identification

This document describes the system context for Financial Accounting System in Hastings Jute Mills ERP project perspective.

Purpose

The purpose of the system context document is:

Ÿ To clarify and confirm (may be partially) the environment in which the system has to operate. 

Ÿ To provide the details at an adequate level to allow the creation of the relevant technical specification.

Ÿ Verify that the information flows between the solution to be installed and external entities are in agreement with any business process or context diagrams.

Description

The system context represents the entire Financial Accounting system as a single object or process and identifies the interfaces between the system and external entities.  Shown as a diagram, this representation defines the system and identifies the information and control flows that cross the system boundary. 

The system context highlights important characteristics of the system: users, external systems, batch inputs and outputs, and external devices.

Ÿ Events that the system generates that affect external entities

Ÿ Data that the system receives from the outside world and that must be processed in some way

Ÿ Data produced by the system and sent to the outside world

Purpose

The purpose of the system context document is:

Ÿ To clarify and confirm (may be partially) the environment in which the system has to operate. 

Ÿ To provide the details at an adequate level to allow the creation of the relevant technical specification.

Ÿ Verify that the information flows between the solution to be installed and external entities are in agreement with any business process or context diagrams.

STUDY REPORT

Authorized Capital.
10000000 Equity share of Rs 10 each.

Issued, Subscribed and paid up Capital.
4768750 Equity Share of Rs. 10 each including 90000 Bonus Shares fully Paid.
Reserve & Surplus.
Reserve & Surplus consist of General Reserve, Profit & Loss A/C and Share Premium Account.
Secured Loan

Different Loans from different Banks against securities are falling under this Head.

Unsecured Loan

Loans Without Security are falling under this Head.

Investment 

Different investment are made in different Securities and in Shares Quoted or / and Unquoted. Investments are  at Cost.
Current Assets and Loans & Advances

Current Assets

1) Inventories

Different types of Closing Stocks are falling under this Head.

a) Raw Jute is valued at Cost or Market price whichever is lower, Cost is determined on weighted average Basis.
b) Stock-In-Process is valued at Cost, which includes cost of Raw Materials and Proportionate cost of Conversion.

c) Finished Goods are valued at Contract or Market rate or Cost Price Whichever is lower.

d) Stock on Consignment are valued at Net Realizable Value.

e) Stores & Spares are valued at Weighted Average Cost.

2) Sundry Debtors

Amount Due from Customers.

3) Cash & Bank Balance

Loans, Advance & Deposits:

There are two types of Advances as follows:

1. Advance to Staff.

2. Advance to Departmental Head ( On A/C)

Advance to Staff  :

Advance to staffs are two types

a) Cash Loan – Which is recovered from respective staff salary during certain Period i.e. Installment Payment Basis.

b) Advance against Salary—Which is Fully recovered from current month’s respective Staff Salary.

Advance to Departmental Head.
Advances are made to different departmental heads to immediate purchase of different items as per requirement, for smooth running of departmental’s normal Working Process.

Current Liabilities & Provision:

Current Liabilities

Amount Due to Supplier of Goods and other short term Dues.

Provision:

Different Provisions like, Income Tax, Proposed Dividend etc. are falling under this Head.

Sales:

There are 4 types of sales i.e. Export sales, Domestic sales, Raw jute Sale & Consignment Sale. All sales are made against Advance. Only Credit Sales are made to the Govt. Consignment Sales are nothing but Stock transfer. Consignee’s A/C is not maintained by The Company. 

Following Proceedings are made for Sales:

----Performa Invoice to Party

----Lorry Pass to Party

----Excise Bill is prepared at Factory and it is a Final Invoice and Delivered     

     to Customer. Accounting entry is being started at this stage at factory.

----Invoice at H.O. is the Excise Bill prepared by Factory.

Sales are inclusive of Cess Duty ,VAT, CST and Packing Charges but Excludes freight in respect of domestic sales and are on F.O.B basis in respect of Export Sales.
Purchase:

After entering the Goods in the Store Accounting entry is being started in respect of value only debiting the purchase A/C and Crediting the Suspense A/C in the Factory. After that when final Bill is produced by Supplier then Debiting the Suspense A/C and Crediting the Supplier A/C and modify the previous Record by entering the Bill No. 

Purchase of different Goods for Trading  and for manufacturing are to be maintained separately so that the consumption of different Goods are to be carried out separately.

Other Income:

Other Indirect incomes are falling under this head.

Payment to Employee :

Different Payments made to employees at H.O.

Manufacturing Expenses :

Expenses incurred in the factory for manufacturing are falling under this head.

Administrative & Selling Expenses :

All Other Administrative , Selling & Distribution Overheads are fallinh under this Head.
Cess and Custom Duty :
The Cess Payable on finished Goods is accounted for at the time of clearance of goods from the factory premises. The Custom Duty payable on Raw Materials is accounted for on clearance thereof from the bonded warehouse.
Fixed Assets :
Fixed Assets are stated at Cost Less Accumulated Depreciation.

Depreciation:
Depreciation is charged under straight line Method in accordance with the rates specified in schedule XIV of the Companies Act. 1956.
Recognition:
Expenses and Incomes are accounted for on Accrual Basis except Gratuity, which is accounted for on Cash Basis.

Accounting in the Factory :

Factory maintain a separate cash Book for all types of expenses incurred at Factory out of cash remittance by H.O. as per Cash Indent submitted by Factory . Head Office sent either the full amount of Cash Indent at a time or part by part as H.O. Deemed fit. 
Factory Debiting the Cash A/c and Crediting the H. O. A/C for cash received remittance by H. O.

On the other hand H.O. Debiting the Factory Cash A/C and Crediting the Cash A/C for cash remittance to factory. 
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Requirements:

BY FACTORY:

1. Party wise & Quality wise Sales day Book.

2. Party wise & Quality wise Stock Statement.

3. Party & Job Wise Contractor A/C.

4. Party wise ( Creditors) Individual Ledger A/C.
BY HEAD OFFICE :

1. Provision to be made for incurring any loss / Profit from difference between Bill Amount & Realisation Amount in case of Export Sales.

2. Bill wise details for Debtors & Creditors for Adjustment fully or Partially

3. Program to be prepared for 3 units Separately and Consolidate figure to be adapted Automatically.

4. Checking System so that one account does not open two or more times.

5. VAT Application

6. Different Cost Analysis.

7. Purchase A/C to be maintained Quality & Place of Procurement Wise.

8. Job & Batch Costing System to be Adapted.

SCHEMATIC DIAGRAM FOR FINANCIAL ACCOUNTING SYSTEM

Any other modules while deals with money transaction ether receive or make expenses shall automatically become a data input to the Financial Accounting modules. 
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Financial Accounting System broadly covering

· Share Capital and Loans details

· Recording of capital purchases and depreciation.

· Recording of Cash, Bank, Contra and Journal Voucher  entries

· Purchase & Sales of Goods and other Consumables.

· Other collections and apportioning the same under different Account heads.

· Journal/ Ledger/ Trial Balance/ and Subsidiary Books of Accounts. 

· Cash Flow Statement

· Profit and Loss account

· Balance Sheet

· Bank Reconciliation Statement 

A Computerized System is proposed to handle the regular activities of Finance Department as described above. In the existing system, there is lot of scope for data duplication. Since the Finance department interacts with almost all other departments, the computerized system will further reduce duplicate record keeping. It will also reduce transcription error for data redundancy as well as data inconsistency, and reduce the time of availability of a document initiated from another department. 

LIST OF MAJOR PROBABLE INPUTS AND OUTPUTS (may be partially)

	Sl.No.
	Input 
	Sl.No.
	Proposed Reports 

	1. 
	Group master
	      1.
	Bank / Cash  Book

	2. 
	Account Master
	      2.
	General Ledger

	3. 
	Share Holders Master
	1. 
	Creditors & Debtors Ledger

	4. 
	Assets master
	2. 
	Purchase & Sale Register

	5. 
	Bank Voucher
	3. 
	Share Holders Register

	6. 
	Cash Voucher
	4. 
	Asset statement

	7. 
	Contra Voucher 
	5. 
	Bank Reconciliation Statement 

	8. 
	Journal Voucher
	6. 
	TDS recovery certificate

	
	
	7. 
	TDS statement for IT dept.

	
	
	8. 
	Trial Balance

	
	
	9. 
	Schedules

	
	
	10. 
	Profit & loss Account

	
	
	11. 
	Balance Sheet 

	
	
	12. 
	Cash Flow statement

	
	
	13. 
	Age-wise Creditors & Debtors  
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