
    
      
        
          
        
      

    


AP PGCET Commerce

Concept Notes 2026

Srinivasa Rao Medaboina

Copyright © 2026

Srinivasa Rao Medaboina

All rights reserved.

No part of this publication may be reproduced, stored in a retrieval system, or transmitted in any form or by any means—electronic, mechanical, photocopying, recording, or otherwise—without the prior written permission of the author, except for brief quotations used in reviews or academic references.

This book is intended solely for educational and examination preparation purposes. While every effort has been made to ensure accuracy and clarity of the content, the author shall not be held responsible for any errors or omissions or for interpretations arising from the use of this material.

This publication is not affiliated with or endorsed by any university, examination authority, or government body. AP PGCET is a registered examination conducted by the concerned authorities, and the reference is made strictly for academic guidance.

Edition

First Edition: 2026

Title

AP PGCET Commerce – Concept Notes 2026

Author

Srinivasa Rao Medaboina



	[image: ]

	 
	[image: ]





[image: ]


Preface

[image: ]




The AP PGCET Commerce examination requires strong conceptual clarity across diverse areas of Commerce. Many students face difficulty due to bulky textbooks and lack of focused, exam-oriented material. This book, AP PGCET Commerce – Concept Notes 2026, is designed to meet this need by providing clear, concise, and syllabus-aligned concept explanations.

The content emphasizes fundamental understanding rather than question-answer patterns, enabling students to grasp core ideas quickly and apply them effectively in the examination. All major topics prescribed in the AP PGCET Commerce syllabus are covered in a simple, structured, and student-friendly manner to support self-study, revision, and classroom reference. Each concept notes set covers the topics tested in previous papers.

This book aims to serve as a concept companion, helping aspirants build confidence, improve comprehension, and approach the examination with clarity.
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1. Double Entry System (Dual Aspect Concept)

The double entry system of accounting is based on the dual aspect concept, which states that every business transaction has two aspects—one receiving benefit and the other giving benefit. For every debit, there is an equal and corresponding credit. This system ensures complete recording of transactions, maintains balance in accounts, and provides a reliable basis for preparing financial statements.

2. Financial Position of a Business

The financial position of a business refers to its economic condition at a specific point in time. It shows the assets owned, liabilities owed, and the owner’s equity. Analysis of financial position helps in assessing liquidity, solvency, and long-term stability of the enterprise.

3. Scope of Accounting

Accounting starts where book-keeping ends. Book-keeping is limited to recording transactions in a systematic manner, whereas accounting includes classification, summarisation, analysis, interpretation, and communication of financial information for decision-making purposes.

4. Classification of Capital Account

Capital represents the amount invested by the owner in the business and the owner’s claim on business assets. Under the traditional classification of accounts, capital is treated as a personal account because it relates to the proprietor.

5. Error of Commission

An error of commission occurs when a transaction is recorded in the correct account but with an incorrect amount, wrong posting, or incorrect casting. Such errors do not violate accounting principles but affect the accuracy of accounting records.

6. Gross Profit and Gross Loss

Gross profit or gross loss is determined through the trading account by comparing sales with the cost of goods sold. It measures the efficiency of the business in its core trading operations such as purchasing, production, and selling.

7. Cash and Non-Cash Expenditure

Cash expenditure involves an actual outflow of cash during the accounting period, whereas non-cash expenditure reduces accounting profit without involving immediate cash payment. These expenses are necessary for proper measurement of income.

8. Suspense Account

When a trial balance does not agree due to errors, the difference is temporarily transferred to a suspense account. This account is used until the errors are identified and rectified, after which it is closed.

9. Nature of Profit and Loss Account

The profit and loss account is a nominal account as it records all expenses and incomes related to a specific accounting period. It is prepared to determine the net profit or net loss of the business.

10. Contra Entry in Cash Book

A contra entry arises when a transaction affects both cash and bank accounts at the same time. Since both aspects are recorded within the cash book, such entries represent internal transfer of funds.

11. Fixed Instalment Method of Depreciation

Under the fixed instalment method, depreciation is calculated on the original cost of the asset and charged equally over its useful life. This method assumes that the asset provides uniform benefits each year and results in a constant annual depreciation charge.

12. Accounting Standards Board (ASB)

The Accounting Standards Board was established to formulate accounting standards and promote uniformity in accounting practices. It plays an important role in improving transparency, consistency, and comparability of financial statements.

13. Loss on Sale of Fixed Assets

Loss on sale of a fixed asset arises when the sale proceeds are less than the book value of the asset. Such loss is treated as a revenue loss and is transferred to the profit and loss account of the period.

14. Dishonour of Discounted Bill

When a bill discounted with a bank is dishonoured on maturity, the bank seeks payment from the drawer of the bill. The drawer remains ultimately responsible for the payment of the amount.

15. Intangible and Tangible Assets

Intangible assets are non-physical assets that provide long-term benefits to the business, such as goodwill, patents, and copyrights. Assets having physical existence are treated as tangible assets.

16. Del Credere Commission

Del credere commission is paid by the consignor to the consignee to cover the risk of bad debts. By accepting this commission, the consignee guarantees payment from customers on credit sales.

17. Statutory Requirements under Companies Act

The Companies Act requires certain financial statements and reports to be prepared compulsorily for legal compliance, while some statements are optional and prepared for managerial analysis.

18. Contingent Liability

A contingent liability is a possible obligation that may arise depending on the outcome of a future uncertain event. It is not recorded as an actual liability but is disclosed in the financial statements.

19. Determination of Foreign Exchange Rates

Foreign exchange rates are determined by the interaction of demand and supply for foreign currencies in the foreign exchange market.

20. Valuation of Closing Stock

Closing stock is valued at cost price or market price, whichever is lower. This method follows the principle of conservatism and ensures that profits are not overstated.

21. Bank Reconciliation Statement

A bank reconciliation statement is prepared by the bank account holder to reconcile the difference between the balance shown by the cash book and the balance shown by the bank statement. Differences arise due to timing differences, errors, or transactions recorded by one party but not the other.

22. Accounting Equation

The accounting equation expresses the fundamental relationship between assets, liabilities, and capital. It shows that the resources owned by a business are financed either by outsiders or by the owner, forming the basis of the double entry system.

23. Membership in a Private Limited Company

A private limited company is subject to a statutory limit on the maximum number of its members (200). This restriction ensures limited ownership and distinguishes it from public companies.

24. Nature of Joint Venture Account

A joint venture is a temporary business arrangement undertaken for a specific purpose. The joint venture account is treated as a nominal account as it is prepared to ascertain profit or loss from the venture.

25. Outstanding Wages

Outstanding wages represent wages that have been earned by workers but not yet paid. These are treated as a liability in the balance sheet, as they represent an obligation of the business.

26. Absorption of Companies

Absorption occurs when one existing company takes over the business of one or more other companies, and the absorbed companies lose their identity while the purchasing company continues to exist.

27. Production Cost

Production cost includes all costs incurred in converting raw materials into finished goods. It generally comprises direct materials, direct wages, and factory overheads, but excludes administrative expenses.

28. Behaviour of Fixed Cost Per Unit

Fixed cost remains constant in total within a relevant range, but per unit fixed cost decreases as the level of output increases due to spreading of fixed cost over more units.

29. Prime Cost

Prime cost consists of direct material cost, direct labour cost, and direct expenses. It excludes factory overheads and represents the basic cost of production.

30. Cost Sheet

A cost sheet is prepared to ascertain the total cost and cost per unit of production. It serves as an important tool for internal decision-making, cost control, and managerial planning.

31. LIFO Method of Inventory Valuation

Under the Last-In, First-Out method, the goods most recently purchased are assumed to be sold first. This method matches current costs with current revenues during periods of rising prices.

32. Allocation of Overheads

Allocation of overheads refers to the process of identifying and assigning overhead costs directly to a specific cost centre or cost unit. It is applicable only when overheads can be clearly attributed to a particular department or unit, unlike apportionment, which spreads common costs on a suitable basis.

33. Process Costing

Process costing is a method of costing used in industries where production is continuous, homogeneous, and carried out in a sequence of processes. Costs are accumulated process-wise and averaged over large quantities of identical units.

34. Abnormal Loss in Process Costing

Abnormal loss refers to the loss that arises due to unexpected or avoidable reasons such as accidents, negligence, or inefficiency. Such losses are not treated as part of production cost and are transferred to the profit and loss account.

35. Material Cost Control

Material cost control involves planning, regulating, and monitoring the purchase, storage, and usage of materials to minimise cost and avoid wastage. Scientific techniques are used to ensure optimum inventory levels and efficient consumption.

36. Contribution under Marginal Costing

Contribution represents the excess of sales over variable costs. It is the amount that contributes towards covering fixed costs, and after fixed costs are recovered, it leads to profit.

37. Fixed Overheads

Fixed overheads are costs that remain constant in total within a relevant range of activity, irrespective of changes in output. These costs are time-related rather than volume-related.

38. Marginal Costing

Marginal costing is a technique that distinguishes between fixed and variable costs. Its main advantage lies in providing clear information for short-term decision-making, cost-volume-profit analysis, and profit planning.

39. Cost Variance

Cost variance is the difference between standard cost and actual cost. Variance analysis helps management identify areas of efficiency or inefficiency and take corrective action.

40. Material Cost Variance

Material cost variance measures the difference between the standard cost of materials specified for actual output and the actual cost incurred. It helps in evaluating material price and usage efficiency.

41. Marginal Cost

Marginal cost refers to the additional cost incurred by producing one extra unit of output. It is calculated as the increase in total cost resulting from an increase in production by one unit and mainly consists of variable costs.

42. Management Accounting

Management accounting is designed to assist internal management in planning, controlling, decision-making, and performance evaluation. It focuses on future-oriented information rather than statutory reporting.

43. Scope of Management Accounting

Management accounting uses various analytical tools and techniques to interpret financial data. It does not involve the preparation of financial accounts, which is the function of financial accounting.

44. Funds Flow Statement

A funds flow statement analyses changes in working capital between two balance sheet dates. It explains the sources from which funds are generated and the applications where funds are used.

45. Make or Buy Decision

The make-or-buy decision involves comparing the cost of manufacturing a product internally with the cost of purchasing it from an external supplier. The objective is cost minimisation without affecting quality or continuity.

46. Sources of Funds

Sources of funds refer to activities that increase the financial resources of a business. These activities result in an inflow of funds or reduction in assets or liabilities.

47. Depreciation in Funds Flow Statement

Depreciation is a non-cash expense and does not involve the movement of funds. Therefore, it is treated as a non-fund item while preparing the funds flow statement.

48. Margin of Safety

Margin of safety indicates the extent by which actual or projected sales exceed the break-even sales. It measures the risk of loss and reflects the stability and earning capacity of a business.

49. Investing Activities

Investing activities in a cash flow statement relate to the acquisition and disposal of long-term assets and investments. These activities reflect the growth and expansion strategy of the enterprise.

50. Liquidity Ratio

Liquidity ratios measure the short-term financial position of a business and its ability to meet current obligations as they fall due. These ratios focus on the availability of liquid assets.

51. Ownership of Assets

Owning an asset provides long-term benefits such as depreciation advantages and full control over its use. Ownership allows the business to decide how, when, and for how long the asset is used, and depreciation can be charged as an expense, reducing taxable income.

52. Business Economics

Business Economics primarily focuses on micro-level decision making. It applies economic theories and principles to solve practical business problems related to demand, cost, pricing, production, and profit planning.

53. Decision-Making in Business Economics

The decision-making process in Business Economics is based on economic principles. Concepts such as opportunity cost, marginal analysis, elasticity, and optimization guide rational business decisions.

54. Inferior Goods

Inferior goods are those whose demand decreases when consumer income increases. As income rises, consumers shift their preference toward better-quality or superior goods.

55. Elasticity of Demand

When a small change in price leads to a proportionately larger change in quantity demanded, demand is said to be elastic. This indicates high sensitivity of consumers to price changes.

56. Factors Affecting Elasticity of Demand

Elasticity of demand is influenced by factors such as consumer habits, nature of the commodity, and availability of substitutes. It is not affected by broader fiscal conditions unrelated to the specific good.

57. Fixed Cost

Fixed costs remain constant in the short run regardless of the level of output. These costs are incurred even when production is zero and do not vary with changes in production volume.

58. Marginal Revenue and Demand Curve

A downward-sloping demand curve implies that marginal revenue is positive but less than average revenue. This occurs because additional units can be sold only by reducing the price.

59. Cobb–Douglas Production Function

The Cobb–Douglas production function explains the relationship between output and input usage. It shows how changes in factors of production such as labour and capital affect total output.

60. Globalization

Globalization refers to the integration of domestic markets with the global economy. It involves increased international trade, foreign investment, technology transfer, and economic interdependence among nations.

61. World Trade Organization (WTO)

The World Trade Organization was established to replace the earlier international trade arrangement that governed global trade rules. The earlier system lacked a permanent institutional framework and effective dispute settlement mechanism, which led to the creation of WTO to regulate international trade more comprehensively.

62. Post-Trade Phase

The post-trade phase is characterized by the expansion of international trade through liberalization measures. During this phase, countries focus on increasing market access, promoting free trade, and integrating national economies with global markets.

63. Current Account Surplus

A current account surplus occurs when a country earns more from exports of goods and services than it spends on imports. This indicates a positive net inflow of foreign exchange from trade and services.

64. Peak Phase of Trade Cycle

The peak represents the highest level of economic activity in a trade cycle. At this stage, output, employment, income, and profits are at their maximum before the economy begins to slow down.

65. Scope of Commerce

Commerce includes all activities that facilitate the exchange of goods and services from producers to consumers. It covers trade and auxiliaries such as transport, banking, insurance, warehousing, and communication.

66. Joint Stock Company

A joint stock company is a business organization created by law. It has a separate legal identity, perpetual succession, limited liability, and is governed by statutory regulations under company law.

67. Banking Partnership Firm

A banking partnership firm is subject to a legal restriction on the maximum number of partners. This limitation is imposed to ensure effective control, accountability, and regulatory compliance in banking operations.

68. Aids to Trade

Aids to trade refer to all activities that assist in the smooth exchange of goods and services between producers and consumers. These include advertising, banking, warehousing, transport, and insurance. Manufacturing is not considered an aid to trade because it is directly related to production, not distribution or exchange.

69. Limited Liability Partner

In a limited partnership firm, only one category of partners enjoys limited liability. Such partners contribute capital but do not take part in management, and their liability is restricted to the amount invested in the firm.

70. Incorporation of a Company

The primary legal document required for incorporating a company defines its objectives, scope of operations, and relationship with the external world. Without this document, a company cannot legally come into existence.

71. Void Contract

A void contract is an agreement that lacks legal enforceability from the very beginning. It does not create any legal rights or obligations between the parties involved.

72. Cyber Law and Valid Contract

Under Cyber Law, a valid contract can be formed electronically. Digital methods are legally recognized, provided the identity and consent of parties are authenticated using approved electronic mechanisms.

73. Consumer Protection Act

The main objective of the Consumer Protection Act is to safeguard consumer interests. It provides legal protection against unfair trade practices and establishes a redressal mechanism to resolve consumer disputes efficiently.

74. Employees Compensation Act

This Act was enacted to protect workers by ensuring compensation in case of injury, disability, or death arising out of and in the course of employment. It places responsibility on employers for employee welfare.

75. Implied Conditions under Sale of Goods Act

An implied condition is an unstated but legally assumed term in a contract of sale. One key implied condition ensures that goods supplied are suitable for the purpose for which the buyer purchases them.

76. Mobilization of Surplus Funds

Banks mobilize surplus funds from the public by encouraging savings. This function helps channel idle money into productive investments, contributing to economic development.

77. Electronic Fund Transfer System

Modern banking enables electronic transfer of funds within a country through advanced payment systems. These systems allow quick, secure, and real-time transfer of large-value transactions.

78. Central Bank of India

The central bank acts as the apex monetary authority of a country. It controls currency issuance, regulates credit, manages monetary policy, and maintains economic stability.

79. Unit Banking System

Unit banking refers to a banking system where a bank operates from a single location. It does not have branches in multiple regions and generally serves the local community.

80. Export–Import Bank (EXIM Bank)

The Export–Import Bank of India is a specialized financial institution established to promote and finance India’s foreign trade. It provides financial assistance to exporters and importers through loans, guarantees, and advisory services, thereby supporting international trade and economic development.

81. Role of NABARD in India

NABARD functions as the apex development bank for agriculture and rural development. It provides financial support, refinancing facilities, and technical guidance to rural financial institutions, cooperatives, and self-help groups to promote sustainable rural growth.

82. Payment Gateway

A payment gateway is an electronic system that enables online financial transactions by securely transferring payment information between customers, merchants, and banks. It plays a crucial role in e-commerce by ensuring safe, fast, and reliable digital payments.

83. Role of Information Technology in Banking

Information Technology plays a strategic role in the banking sector by enabling efficient management of customer data, improving service delivery, and enhancing operational efficiency. IT supports core banking, online transactions, mobile banking, data security, and customer relationship management.

84. Key Feature of e-Commerce

Electronic Data Interchange (EDI) is a key feature of e-commerce that allows businesses to exchange commercial documents electronically. It reduces paperwork, speeds up transactions, and improves accuracy in business communications.
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