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CHP-16 COST ACCOUNTING STANDARDS

Q.1) Cost Accounting Record Rules 2011, EXPLAIN.

Answer: | Keeping in views the aforesaid recommendations of the committees Government introduced

the cost accounting record rules 2011 with the broader scope of working. Highlights of

these rules are as under:

1. Detailed definition of the Manufacturing Activity, Mining Activity & Processing Activity is

Added in the rules.

2. The definition of product included idea, know how, method, information & service. So for

the first time service industry was covered under the purview of Cost Records maintenance.

3. The applicability of the rules linked to 3 criteria:

A. Aggregate net worth of the Company - X 5 crore & above

B. Total Turnover - X 20 Crore & above

C. Shares / securities are listed in any stock exchange in or outside India.

4. Every company which is required to maintain cost records, shall submit the compliance

certificate duly certified by a practicing cost accountant with in prescribed time limit &

prescribed format.

(Q.2) Cost Accounting Record Rules 2014. EXPLAIN.

Answer: | Presently, Section 148 of the Companies Act, 2013 read with companies (Cost Records and

Audit) Rules, 2014 and Companies (Cost Records and Audit) Amendment Rules, 2014 deal

with provisions relating to maintenance of Cost Records.

Companies to which maintenance of cost records is applicable are divided into two

categories viz.

1. Table A (Regulated Sectors) and

2. Table B (Non-regulated Sectors)

The rules prescribe an exhaustive list of industries / sectors / products / services, which

need to prepare cost records, along with their respective CETA headings.

Cost Records are made mandatory across all of these industries wherein overall annual

turnover from all its products and services during the immediately preceding financial year

exceeds X 35 crores.
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(Q.3) Explain the concept of Cost Accounting Standards. With its advantages.

Answer: | A. What is Cost Accounting Standards?

1. The Cost Accounting records rules set by the government for the industries deal with the

various items of cost and the way in which they have to be reported in the Cost Statement

in accordance with the cost accounting principles.

2. This led to adoption of practices with a lack of uniformity in preparation and presentation

of cost statements.

3. Therefore, the Generally Accepted Cost Accounting Principles have been clearly defined

and well documented in the form of the Cost Accounting Standards.

B. Advantage of Cost Accounting Standards:

1. Providing a structured approach to measurement of cost in manufacturing process or

service industry;

2. Integrating, harmonizing, and standardizing cost accounting principles and practices;

3. Providing guidance to users to achieve uniformity and consistency in classification,

measurement, assignment, and allocation of costs to products and services;

4. Arriving at the basis of computing the cost of product, activity, or service where

required by legal or regulatory bodies;

5. Enabling practicing members to make use of Cost Accounting Standards in the attestation

of General Purpose Cost statements; and

6. Assisting in clear and uniform understanding of all the related issues by various user

organizations, government bodies, regulators, research agencies, and academic institutions.

(Q.4) Describe about Cost Accounting Standards Board.

Answer: | Composition of the Board

The council of the Institute of Cost Accountants of India,

has constituted 'Cost Accounting Standards Board'

(CASB) with the objective of formulating Cost Accounting

Standards, after recognizing the need for structured

approach to the measurement of cost so as to provide

guidance to the user organizations, government bodies,

regulators, research agencies, academic institutions

and others to achieve uniformity and consistency in
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classification, measurement and assignment of costs.

The chairman of the CASB will be nominated by the council of the Institute.

The following will be represented on the CASB:

(a) Six members of the Council including the Chairman of the Board to be nominated by the

Council.

(b) A nominee of the Central Government representing Ministry of Corporate Affairs.

(c) Adviser (Cost), Cost Audit Branch, or his representative nominated by Ministry of

Corporate Affairs, Government of India.

(d) A nominee of the Central Government representing the Central Board of Indirect Taxes

and Customs, Government of India.

(e) A nominee of the Central Government representing the Central Board of Direct Taxes.

(f) Two members of the Institute representing leading companies.

(g9) Four nominees from regulators i.e. CAG, RBI, SEBI, IRDA, TRAI.. etc.

(h) Two nominees from professional Institutions i.e. ICAT and ICSI.

(i) Three nominees of Industry Associations viz ASSOCHAM, CII, FICCI.... efc.

(j) Two nominees from academic Institutions like IIM, MDI, Universities...etc.

(k) Four eminent practicing members of the Institute.

(1) President is authorized to include a maximum of two eminent persons having knowledge

and expertise in the Cost and Management Accounting / Accounting Standards not falling

under the categories as defined in the constitution.

(Q.5) List Objectives and Functions of Cost Accounting Standards Board.

Answer: | The following will be the functions of the CASB:

(a) To issue the framework for the Cost Accounting Standards.

(b) To equip the Cost & Management Accounting professionals with better guidelines on Cost

Accounting Principles.

(c) To assist the members in preparation of uniform cost statements under various

statutes.

(d) To provide from time to time interpretations on Cost Accounting Standards.

(e) To issue application guidance relating to a particular standard.

(f) To propagate the Cost Accounting Standards and to persuade the users to adopt them in

the preparation and presentation of General Purpose Cost Statement.

(9) To persuade the Government and appropriate authorities to enforce Cost Accounting

Standards, to facilitate the adoption thereof, by industry and corporate entities in order to

achieve the desired objectives of standardization of Cost Accounting Practices.

(h) To educate the users about the utility and the need for compliance of Cost Accounting

Standards.
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(Q.6) Briefly explain CAS - 1: COST ACCOUNTING STANDARD ON CLASSIFICATION OF

COST.

Answer: | This standard deals with the principles of Classification of Cost for determining the cost of

a product or service.

Objective

The objective of this standard is to bring uniformity and consistency in the principles of

Classification of Cost for disclosure and presentation in the cost statements of a product

or service.

Cost Classification

Cost

Classification
by Nature

Cost Cost

———— i — o —

Classification Classification

by Time by Behaviour

- Cost

Classification

Scope

This standard shall be applied to cost statements, which require classification, presentation

and disclosure of cost including those requiring attestation.

Principles of Classification of Costs

Costs shall be classified by the process of grouping the components of cost under a common

designation on the basis of similarities of nature, attributes or relations. Items grouped

together under common heads shall be further classified according to their fundamental

differences.

Scheme of classification shall be such that every item of cost is classified.
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Classification of Costs:

(a) By Nature of expenses

(b) By nature of ftraceability to a cost object

(c) By function

(d) By nature of behaviour

(e) By nature of production or operation process

(Q.7) Briefly explain CAS - 2: COST ACCOUNTING STANDARD ON CAPACITY

DETERMINATION.

Answer: | This standard deals with the principles and methods of determining the capacity of a

facility for producing goods or providing services by an entity. This standard deals with the

principles and methods of classification and determination of capacity of an entity for

ascertainment of the cost of product or service, and the presentation and disclosure in cost

Statements.

Objective

The objective of this standard is to bring uniformity and consistency in the principles and

methods of determination of capacity with reasonable accuracy.

What is Capacity Planning?
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Scope

This standard shall be applied to the cost statements, including those requiring attestation,

which require determination of capacity for assignment of overheads.
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Determination of Capacity:

Capacity shall be determined in ferms of units of production or services or equivalent

machine or man hours.

1. Installed capacity:

Installed capacity is usually determined based on:

(i) Technical specifications of facility

B e b

(ii) Technical evaluation

(iii) Capacities of individual or interrelated

production or operation Centres.

(iv) Operational constraints or capacity of critical

machines or equipment.

(v) Number of shifts or machine hours or man hours. | F_1 B QNS NEE N

2. Normal Capacity:

Normal capacity is determined after suitable adjustments to the Installed Capacity.

The adjustments may be of the following nature:

(i) Time lost due to scheduled preventive or planned maintenance.

(ii) Number of shifts or machine hours or man hours.

(iii) Holidays, normal shut down days, normal idle time.

(iv) Normal time lost in batch change over.

(Q.8) | Briefly explain CAS-3: COST ACCOUNTING STANDARD ON PRODUCTION AND
OPERATION OVERHEADS.
Answer: | This standard deals with the principles and methods of determining the Production or

Operation Overheads. This standard deals with the principles and methods of classification,

measurement and assignment of Production or Operation Overheads, for determination of

the cost of goods produced or services provided and for the presentation and disclosure in

cost statements.

Objective

The objective of this standard is to bring uniformity and consistency in the principles and

methods of determining the Production or Operation Overheads with reasonable accuracy

Scope

This standard shall be applied to cost statements, which require classification,

measurement, assignment, presentation and disclosure of Production or Operation

Overheads including those requiring attestation.
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Disclosures

The cost statements shall disclose the following:

1. The basis of assignment of Production or Operation Overheads to the cost objects.

2. Production or Operation Overheads incurred in foreign exchange.

3. Production or Operation Overheads relating to resources received from or supplied to

related parties.

4. Any Subsidy, Grant, Incentive or any amount of similar nature received or receivable

reduced from Production or Operation Overheads.

5. Credits or recoveries relating to the Production or Operation Overheads.

6. Any abnormal cost not forming part of the Production or Operation Overheads.

7. Any unabsorbed Production or Operation Overheads.

Disclosures shall be made only where material, significant and quantifiable.

(Q.9) | EXPLAIN IN BRIEF: CAS-4: Cost Accounting Standard on Cost of Production for Captive

Consumption.

Answer: | Cost Accounting Standard 4 (CAS-4) was issued to specify the principles for determination

of cost of production for valuation of goods meant for captive consumption, as required

under the Central Excise Valuation (Determination of Price of Excisable Goods) Rules 2000.

CBEC, vide circular No. 692/8/2003-CX dated 13-2-2003 had clarified that in case of

captive consumption, cost calculation should be as per CAS-4 only.

With the introduction of Goods and Services Tax [6ST] with effect from July 1, 2017, the

concept of ‘captive consumption’ is no more relevant for computing the tax incidence.

However, the concept of cost of production or manufacture is relevant under the GST laws

where the value of supply of goods or services or both are determined based on cost.

Objective

The objective of this Standard is to bring uniformity and consistency in the principles and

methods of determining the cost of production or acquisition or supply of goods or provision

of services as required under the provisions of GST Acts/Rules.

Scope

This standard should be applied to cost statements which require classification,

measurement, assignment, presentation, and disclosure of related costs for determination

of the following under the relevant provisions of GST Acts/Rules.

(i) Determination of cost of production of goods;

(ii) Determination of cost of acquisition of goods;

(iii) Determination of cost of supply of goods;

(iv) Determination of cost of provision/supply of services; and

(v) Determination of value of supply of goods or services as per open market value or as per
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goods or services of like kind and quality.

(Q.10) | EXPLAIN IN BRIEF:CAS-bB: Cost Accounting Standard on Determination of Average

(Equalized) Cost of Transportation

Answer: | The cost accounting principles for tracing/identifying an element of cost, its

allocation/apportionment to a product or service

are well established. Transportation Cost is an

Important element of cost for procurement

of materials for production and for distribution

of product for sale. Therefore, Cost

LT

Accounting Records should present

4

transportation cost separately from the

other cost of inward materials or cost of sales 1

of finished goods. The Finance Act 2003 also specifies the certification requirement of

Transportation Cost for claiming deduction while arriving at the assessable value

of excisable goods cleared for home consumption/ export. There is a need to standardize

The record keeping of expenses relating to tfransportation and computation of

Transportation Cost.

Objective

(a) To bring uniformity in the application of principles and methods used in the

determination of averaged/ equalized fransportation cost.

(b) To prescribe the system to be followed for maintenance of records for collection of

cost of transportation, its allocation/apportionment to cost centres, locations or products.

(c) To provide transparency in the determination of cost of transportation.

Scope

(a) Determination of average transportation cost for claiming the deduction for arriving at

the assessable value of excisable goods.

(b) Insurance claim valuation.

(c) Working out claim for freight subsidy under Fertilizer Industry Coordination Committee.

(d) Administered price mechanism of freight cost element
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(e) Determination of inward freight costs included or to be included in the cost of

purchases attributable to the acquisition.

(f) Computation of freight included in the value of inventory for accounting on inventory or

valuation of stock hypothecated with Banks / Financial Institution ...etc.

(Q.11) | EXPLAIN IN BRIEF:CAS-6: Cost Accounting Standard on Material Cost [Limited Revision

2017]

Answer: | This standard deals with principles and methods of determining the Material Cost. Material

for the purpose of this standard includes raw materials, process materials, additives,

manufactured / bought out components, sub- assemblies, accessories, semi-finished goods,

consumable stores, spares and other indirect materials. This standard does not deal with

Packing Materials as a separate standard is being issued on the subject.

SUB ASSEMBLIES

CONSUMABLE STORES, SPARES

This standard deals with the principles and methods of classification, measurement and

assignment of Material Cost, for determination of the Cost of product or service, and the

presentation and disclosure in cost statements.
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Objective

The objective of this standard is to bring uniformity and consistency in the principles and

methods of determining the Material Cost with reasonable accuracy.

Scope

This standard should be applied to Cost Statements which require classification,

measurement, assignment, presentation and disclosure of Material Costs including those

requiring attestation.

(Q.12) | EXPLAIN IN BRIEF: CAS-7: Cost Accounting Standard on Employee Cost [Limited Revision
2017]
Answer: | This standard deals with the principles and methods of determining the Employee Cost. This

deals with the principles and methods of classification, measurement and assignment of

Employee Cost, for determination of the cost of product or service and the presentation

and disclosure in Cost Statements.

Objective

The objective of this standard is to bring uniformity and consistency in the principles and

methods of determining the Employee Cost with reasonable accuracy.

Scope

This standard should be applied to cost statements which require classification,

measurement, assignment, presentation and disclosure of Employee Cost including those

requiring attestation.
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(Q.13) | EXPLAIN IN BRIEF:CAS-8: Cost Accounting Standard on Cost of Utilities [Limited

Revision 2017]

Answer: | This standard deals with the principles and methods of determining the Cost of Utilities.

This deals with the principles and methods of classification, measurement and assignment of

Cost of Utilities, for determination of the cost of product or service and the presentation

and disclosure in Cost Statements.
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Objective

The objective of this standard is to bring uniformity and consistency in the principles and

methods of determining the Cost of Utilities with reasonable accuracy

Scope

This standard shall be applied to cost statements which require classification,

measurement, assignment, presentation and disclosure of Cost of Utilities including those

requiring attestation.

For determining the cost of production o arrive at an assessable value of excisable utilities

used for captive consumption, Cost Accounting Standard 4 on Cost of Production for Captive

Consumption (CAS 4) shall apply. This standard shall not be applicable to the organizations

primarily engaged in generation and sale of utilities. This standard does not cover issues

related to the ascertainment and treatment of carbon credits, which shall be dealt with in a

separate standard.
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(Q.13) | EXPLAIN IN BRIEF:CAS-9: Cost Accounting Standard on Packing Material Cost [Limited

Revision 2017]

Answer: | This standard deals with the principles and methods of determining the Packing Material

Cost. This deals with the principles and methods of classification, measurement and

assignment of Packing Material Cost, for determination of the cost of product, and the

presentation and disclosure in Cost Statements. Packing Materials for the purpose of this

standard are classified info primary and secondary packing materials.

Types of Packing .

v N

g Secondary [
% Packing

Objective

The objective of this standard is to bring uniformity and consistency in the principles and

methods of determining the packing material cost with reasonable accuracy.

Scope

This standard should be applied to cost statements, which require classification,

measurement, assignment, presentation and disclosure of Packing Material Cost including

those requiring attestation.

(Q.14) | EXPLAIN IN BRIEF: CAS-10: Cost Accounting Standard on Direct Expenses [Limited

Revision 2017]

Answer: | This standard deals with the principles and methods of determining the Direct Expenses.

This deals with the principles and methods of classification, measurement and assignment of

Direct Expenses, for determination of the cost of product or service, and the presentation

and disclosure in Cost Statements.

Objectives

The objective of this standard is to bring uniformity and consistency in the principles and

methods of determining the Direct Expenses with reasonable accuracy.

133

EDUCATION IS POWER



Scope

This standard should be applied to Cost Statements, which require classification,

measurement, assignment, presentation and disclosure of Direct Expenses including those

requiring attestation.

(Q.15) | EXPLAIN IN BRIEF: CAS-11: Cost Accounting Standard on Administrative Overheads

[Limited Revision 2017]

Answer: | This standard deals with the principles and methods of determining the Administrative

Overheads.

This deals with the principles and methods of classification, measurement and assignment of

Administrative Overheads, for determination of the cost of product or service, and the

presentation and disclosure in Cost Statements.
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Objective

The objective of this standard is to bring uniformity and consistency in the principles and

methods of determining the Administrative Overheads with reasonable accuracy.

Scope

The standard should be applied to Cost Statements, which require classification,

measurement, assignment, presentation and disclosure of Administrative Overheads

including those requiring attestation.
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(Q.16) | EXPLAIN IN BRIEF:CAS-12 Cost Accounting Standard on Repairs and Maintenance

[Limited Revision 20171].

Answer: | This standard deals with the principles and methods of determining the Repairs and

Maintenance Cost.

This deals with the principles and methods of classification, measurement and assignment of

Repairs and Maintenance Cost, for determination of the cost of product or service, and the

presentation and disclosure in Cost Statements.

Objective

The objective of this standard is to bring uniformity and consistency in the principles and

methods of determining the Repairs and Maintenance Cost with reasonable accuracy.

Scope

The standard should be applied to Cost Statements, which require classification,

measurement, assignment, presentation and disclosure of Repairs and Maintenance Cost

including those requiring attestation.

(Q.17) | EXPLAIN IN BRIEF: CAS-13: Cost Accounting Standard on Cost of Service Cost Centre

[Limited Revision 2017]

Answer: | This standard deals with the principles and methods of determining Cost of Service Cost

Centres. This covers the service cost centre and excludes utilities and repair & maintenance

costs dealt with in CAS - 8 & CAS 12 respectively. This standard deals with the principles

and methods of classification, measurement and assignment of Cost of Service Cost Centre,

for determination of the cost of product or service, and the presentation and disclosure in

Cost Statements.

Objective

The objective of this standard is to bring uniformity and consistency in the principles and

methods of determining the Cost of Service Cost Centre with reasonable accuracy.
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Scope

The standard should be applied to the preparation & presentation Cost Statements, which

require classification, measurement and assignment, of Cost of Service Cost Centres

including those requiring attestation.

(Q.18) | EXPLAIN IN BRIEF:CAS-14: Cost Accounting Standard on Pollution Control Cost [Limited

Revision 2017]

Answer: | This standard deals with the principles and methods of determining Pollution Control Cost.

This deals with the principles and methods of classification, measurement and assignment of

Pollution Control Costs, for determination of the cost of product or service, and the

presentation and disclosure in Cost Statements.
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Objective

The objective of this standard is to bring uniformity and consistency in the principles and

methods of determining the Pollution Control Costs with reasonable accuracy.

Scope

The standard should be applied to Cost Statements, which require classification,

measurement, assignment, presentation and disclosure of Pollution Control Costs including

those requiring attestation.
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(Q.19) | EXPLAIN IN BRIEF: CAS-15: Cost Accounting Standard on Selling and Distribution

Overheads.

Answer: | This standard deals with the principles and methods of determining the Selling and

Distribution Overheads.

This deals with the principles and methods of classification, measurement and assignment of

Selling and Distribution Overheads, for determination of the cost of sales of product or

service, and the presentation and disclosure in cost statements.

Distribution Cost

Managerial Freight Cost

Personnel Cost

Advertisement

Expenses Analysis Storage Cost
Direct Selling Pridce
Expenses

Handling Cost

Objective

The objective of this standard is to bring uniformity and consistency in the principles and

methods of determining the Selling and Distribution Overheads with reasonable accuracy.

Scope

This standard should be applied to cost statements, which require classification,

measurement, assignment, presentation and disclosure of Selling and Distribution

Overheads including those requiring attestation.

(Q.20) | EXPLAIN IN BRIEF:CAS -16: Cost Accounting Standard on Depreciation and Amortisation

[Limited Revision 2017]

Answer: | This standard deals with the principles and methods of determining Depreciation and

Amortisation Cost.

This deals with the principles and methods of measurement and assignment of Depreciation

and Amortisation for determination of the cost of product or service, and the presentation

and disclosure in cost statements.
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Objective

The objective of this standard is to bring uniformity and consistency in the principles and

methods of determining the Depreciation and Amortisation with reasonable accuracy.

Scope

This standard shall be applied to cost statements which require measurement, assignment,

presentation and disclosure of Depreciation and Amortisation, including those requiring

attestation.

(Q.21) | EXPLAIN IN BRIEF:CAS-17: Cost Accounting Standard on Interest and Financing Charges
[Limited Revision 2017]
Answer: | This standard deals with the principles and methods of determining Interest and Financing

Charges.

This deals with the principles and methods of classification, measurement and assignment of

Interest and Financing Charges.

Objective

The objective of this standard is to bring uniformity and consistency in the principles,

methods of determining and assigning the Interest and Financing Charges with reasonable

Accuracy.

Scope

This standard should be applied to cost statements which require classification,

measurement, assignment, presentation and disclosure of Interest and Financing Charges

including those requiring attestation. This standard does not deal with costs relating to risk

management through derivatives.
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(Q.22)

EXPLAIN IN BRIEF: CAS -18: Cost Accounting Standard on Research and Development

Costs.

Answer:

This standard deals with the principles and methods of determining Research and

Development Cost. This deals with the principles and methods of determining the Research,

and Development Costs and their classification, measurement and assignment for

determination of the cost of product or service, and the presentation and disclosure in cost

statements.
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Objective

The objective of this standard is to bring uniformity and consistency in the principles and

methods of determining the Research, and Development Costs with reasonable accuracy and

presentation of the same.

Scope

This standard should be applied to cost statements that require classification,

measurement, assignment, presentation and disclosure of Research, and Development Costs

including those requiring attestation.

(Q.23)

EXPLAIN IN BRIEF: CAS-19- Cost Accounting Standard on Joint Costs

Answer:

This standard deals with the principles and methods of determining Joint Cost.

The deals with the principles and methods of measurement and assignment of Joint Costs

and the presentation and disclosure in cost statement.

EDUCATION IS POWER

139



SPLIT-OFF POINT DIAGRAM

JOINT COSTS
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Objective

The objective of this standard is to bring uniformity, consistency in the principles, methods

of determining and assigning Joint Costs with reasonable accuracy.

Scope

The standard shall be applied to cost statements which require classification, measurement,

assignment, presentation and disclosure of Joint Costs including those requiring attestation.

(Q.24) | EXPLAIN IN BRIEF: CAS-20 : Cost Accounting Standard on Royalty And Technical Know-

How Fee [Limited Revision 2017]

Answer: | This standard deals with the principles and methods of determining the amount of Royalty

and Technical Know-how Fee.

This deals with the principles and methods of classification, measurement and assignment of

the amount of Royalty and Technical Know-how Fee, for determination of the cost of

product or service, and their presentation and disclosure in cost statements.

Objective

The objective of this standard is to bring uniformity and consistency in the principles and

methods of determining the amount of Royalty and Technical Know-how Fee with reasonable

accuracy.
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Scope

This standard should be applied to cost statements, which require classification,

measurement, assignment, presentation and disclosure of the amount of Royalty and

Technical Know-how Fee including those requiring attestation.

(Q.25) | EXPLAIN IN BRIEF: CAS-21: Cost Accounting Standard on Quality Control [Limited

Revision 2017]

Answer: | The standard deals with the principles and methods of measurement and assignment of

Quality Control cost and the presentation and disclosure in cost statement.
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Objective

The objective of this standard is to bring uniformity, consistency in the principles, methods

of determining and assigning Quality Control cost with reasonable accuracy.

Scope

The standards shall be applied to cost statements which require classification,

measurement, assignment, presentation and disclosure of Quality Control cost including

those requiring attestation.
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(Q.25)

EXPLAIN IN BRIEF:CAS - 22 : Cost Accounting Standard on Manufacturing Cost [Limited

Revision 2017]

Answer:

This standard deals with the principles and methods of determining the Manufacturing Cost

of excisable goods.

This deals with the principles and methods of classification, measurement and assignment

for determination of the Manufacturing Cost of excisable goods and the presentation and

disclosure in cost statements.

Objective

The objective of this standard is to bring uniformity and consistency in the principles and

methods of determining the Manufacturing Cost of excisable goods.

Scope

This standard should be applied to cost statements which require classification,

measurement, assignment, presentation and disclosure of Manufacturing Cost of excisable

goods.

(Q.26)

EXPLAIN IN BRIEF: CAS - 23: Cost Accounting Standard on Overburden Removal Cost

[Limited Revision 2017]

Answer:

The standard deals with the principles and methods of measurement and assignment of

Overburden Removal Cost and the presentation and disclosure in cost statements.

Objective

The objective of this standard is to bring uniformity, consistency in the principles, methods

of determining and assigning Overburden Removal Cost with reasonable accuracy.

Scope

The standard shall be applied to cost statements which require classification, measurement,

assignment, presentation and disclosure of Overburden Removal Cost including those

requiring attestation.

(Q.27)

EXPLAIN IN BRIEF: CAS - 24: Cost Accounting Standard on Treatment of Revenue in Cost

Statements [Limited Revision 2017]

Answer:

This standard deals with the principles and methods of classification, measurement,

treatment and assignment of revenue and its presentation and disclosure in cost

statements.
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Objective
The objective of this standard is to bring uniformity and consistency in the principles
and methods for treatment of revenue in cost statements with reasonable accuracy.
Scope
This standard shall be applied to cost statements which require classification,
measurement, treatment, assignment, presentation and disclosure of revenue including
those requiring attestation.
Overview of Cost Accounting Standards
CAS No. Title Objective
CAS 1 Classification of Cost For preparation of Cost Statements.
To bring uniformity and consistency in the
CAS 2 Capacity Determination | principles and methods of determination
of capacity with reasonable accuracy.
Production and To bring uniformity and consistency in
CAS 3 Operation Overheads the principles and methods of determining the
Production or Operation Overheads with
Reasonable accuracy.
Cost of Production for | To determine the assessable value of excisable
CAS 4 Captive Consumption goods used for captive consumption.
Average (Equalized) To determine averaged / equalized
CAS DS Cost of Transportation. | tfransportation cost.
Material Cost To bring uniformity and consistency in the
CAS 6 principles and methods of determining the
Material Cost with reasonable accuracy in an
economically feasible manner.
To bring uniformity and consistency in the
CAS 7 Employee Cost principles and methods of determining the
Employee Cost with reasonable accuracy.
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CAS 8

Cost of Utilities

To bring uniformity and consistency in the
principles and methods of determining the
Cost of Utilities with reasonable accuracy.

CAS 9

Packing Material Cost

To bring uniformity and consistency in the
principles and methods of determining the
Packing Material Cost with reasonable
accuracy.

CAS 10

Direct Expenses

To bring uniformity and consistency in the
principles and methods of determining the
Direct Expenses with reasonable accuracy.

CAS 11

Administrative Overheads

To bring uniformity and consistency in the
principles and methods of determining the
Administrative Overheads with reasonable
Accuracy.

CAS 12

Repairs and Maintenance
Cost

To bring uniformity and consistency in the
principles and methods of determining the
Repairs and Maintenance Cost with
Reasonable accuracy.

CAS 13

Cost of Service Cost
Centre

To bring uniformity and consistency in the
principles and methods of determining the
Cost of Service Cost Centre with reasonable
Accuracy.

CAS 14

Pollution Control Cost

To bring uniformity and consistency in the
principles and methods of determining the
Pollution Control Costs with reasonable
accuracy.

CAS 15

Selling and Distribution
Overheads

To bring uniformity and consistency in the
principles and methods of determining the
Selling and Distribution over- heads with
reasonable accuracy.
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CAS 16

Depreciation and
Amortisation

To bring uniformity and consistency in the
principles and methods of determining the
Depreciation and Amortisation with
Reasonable accuracy.

CAS 17

Interest and Financing
Charges.

To bring uniformity and consistency in the
principles, methods of determining and
assigning the Interest and Financing
Charges with reasonable accuracy.

CAS 18

Research and Development
Costs.

To bring uniformity and consistency in the
principles and methods of determining the
Research and Development Costs with
Reasonable accuracy and presentation of the
same.

CAS 19

Joint Costs

To bring uniformity and consistency in the
principles and methods of determining the
Joint Costs.

CAS 20

Royalty and Technical Know-
How Fee

To bring uniformity and consistency in the
principles and methods of determining the
amount of Royalty and Technical Know-how
Fee with reasonable accuracy.

CAS 21

Quality Control

To bring uniformity, consistency in the
principles, methods of determining and
assigning Quality Control cost with
Reasonable reasonable.

CAS 22

Manufacturing Cost

To bring uniformity and consistency in the
principles and methods of determining the
Manufacturing Cost of excisable goods.

CAS 23

Overburden Removal Cost

To bring uniformity and consistency in the
principles and methods of determining and
assigning Overburden Removal Cost with
reasonable accuracy.

CAS 24

Treatment of Revenue in

To bring uniformity and consistency in the

Cost Statements

principles and methods for treatment of

revenue in cost statements with reasonable

accuracy.

*Limited Revision 2017 [CAS 6,7,8,9,10,11,12,13, 14, 16, 17, 20, 21, 22, 23 & 24]

145




