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Q. 1  

I. a. Administrative Overheads 

II. c. Current year & Previous year 

III. d. Both of the above 

IV. b. Service Sector 

V. c. XML family of languages 

 

 

Q.2  

A. (I) To the management:-  Cost information enables the organization to structure the cost, understand it and use it 

for communicating with the stakeholders. Costing is an important tool in assessing organizational performance in 

terms of shareholder and stakeholder value. It informs how profits and value are created, and how efficiently and 

effectively operational processes transform input into output. it contributes to the data input on economy level 

parameters like resources efficiency, waste management, resources allocation policies etc. Costing includes product, 

process, and resource-related information covering the functions of the organization and its value chain. costing 

information can be used to appraise actual performance in the context of implemented strategies. 

 

B.   

a) Service Cost Centre: The cost centre which primarily provides auxiliary services across the entity.  

The cost centre which provides services to Production, operation or other service cost centre but not directly 

engaged in manufacturing process or operation is a service cost centre. a service cost centre renders services 

to other cost centres / other units and in some cases to outside parties.  

Examples of service cost centres are engineering, workshop, research & development, quality control, quality 

assurance, designing, laboratory, welfare services, safety, transport, Component, Tool stores, Pollution 

control, computer cell, dispensary, school, crèche, township, security etc. administrative overheads include 

cost of administrative service cost centre. 

b) Cost of services for the purpose of inter unit transfers shall also include distribution costs incurred for such 

transfers. 

Cost of services for the purpose of inter-company transfers shall also include distribution cost incurred for 

such transfers and administrative overheads. 

c) Cost of services rendered by contractors at their premises shall be determined at invoice or agreed price 

including duties and taxes, and other expenditure directly attributable thereto net of discounts (other than 

cash discount), taxes and duties refundable or to be credited. This cost shall also include the cost of resources 

provided to the contractors. 

d) The cost of production and distribution of the service shall be determined based on the normal capacity or 

actual capacity utilization whichever is higher and unabsorbed cost, if any, shall be treated as abnormal cost. 

Cost of a Stand-by service shall include the committed costs of maintaining such a facility for the service. 

 

 Q. 3. A 

The objective of this Standard is to guide the members in planning for the audit of cost statements so that it 

is performed in an efficient and effective manner. Audit planning shall also include establishing the overall 

audit strategy and audit plan for the conduct of the audit. 

a) Audit Plan: A record of the planned nature, timing and extent of risk assessment procedures and further audit 

procedures at the assertion level in response to the assessed risks. 
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b) Audit Risk: Audit risk is the risk that the cost auditor expresses an inappropriate audit opinion on the cost 

statements that are materially misstated. Audit risk is a function of the risk of material misstatement and 

detection risk.  

(a) The risk of material misstatement has two components viz. Inherent Risk and Control risk.  

       (1) Inherent risk: the susceptibility of an assertion about the measurement, assignment or disclosure of 

cost to a misstatement that could be material, either individually or when aggregated with other 

misstatements, before consideration of any related controls. 

        (2) Control risk: the risk that a misstatement that could occur in an assertion about the measurement, 

assignment or disclosure of cost and that could be material, either individually or when aggregated with other 

misstatements, will not be prevented, or detected and corrected, on a timely basis by the entity’s internal, 

operational and management control.  

(b) Detection risk: the risk that the procedures followed by the cost auditor to reduce audit risk to an 

acceptable low level will not detect a misstatement that exists and that could be material, either individually 

or when aggregated with other misstatements. 

 

B.  

a) The class of companies, including foreign companies defined in clause (42) of Section 2 of the Act, engaged in 

the production of the goods or providing services, specified in the Table below, having an overall turnover 

from all its products and services of rupees thirty five crore or more during the immediately preceding financial 

year, shall include cost records for such products or services in their books of account. 

b) Sub-section 91 of Section 2 of the Companies Act, 2013 defines “turnover” as “the aggregate value of the 

realization of amount made from the sale, supply or distribution of goods or on account of services rendered, 

or both, by the company during a financial year. For the purposes of these Rules, “Turnover” means gross 

turnover made by the company from the sale or supply of all products or services during the financial year. It 

includes any turnover from job work or loan license operations but exclude duties and taxes. Export benefit 

received should be treated as a part of sales. 

c) Rule 3 of the Companies (Cost Records and Audit) Rules 2014 is specific and it has mandated maintenance of 

cost accounting records on all products/activities listed under Table-A and Table-B subject to threshold limits. 

no exemption is available to any company from maintenance of cost accounting records once it meets the 

threshold limits. Hence, the above company would be required to maintain cost accounting records for all its 

units including the one located in the special economic zone. 

In view of the provisions of Rule 4(3)(ii) of the companies (cost Records and audit) Rules 2014 the unit located 

in the special economic zone would be outside the purview of cost audit and the company would not be 

required to include particulars of such unit in its cost audit report. the other units of the company located 

outside the special economic zone would be covered under cost audit subject to the prescribed threshold 

limits. 

 

Q. 4 A.  

B.  

(i) XBRL is the open international standard for digital business reporting, managed by a global not for profit consortium 

called “xBRL International”. xBRL is used around the world, in more than 50 countries. Millions of xBRL documents are 

created every year, replacing older, paper-based reports with more useful, more effective and more accurate digital 

versions. The change from paper, PDF and HTML based reports to xBRL is like the change from film photography to 

digital photography, or from paper maps to digital maps.  

XBRL makes reporting more accurate and more efficient. It allows unique tags to be associated with reported facts, 

allowing:  
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• people publishing reports to do so with confidence that the information contained in them can be consumed 

and analysed accurately  

• people consuming reports to test them against a set of business and logical rules, in order to capture and 

avoid mistakes at their source  

• people using the information to do so in the way that best suits their needs, including by using different 

languages, alternative currencies and in their preferred style  

• people consuming the information to do so confident that the data provided to them conforms to a set of 

sophisticated pre-defined definitions. 

 

(ii) XBRL makes reporting more accurate and more efficient. It allows unique tags to be associated with reported facts, 

allowing:  

• people publishing reports to do so with confidence that the information contained in them can be consumed 

and analysed accurately  

• people consuming reports to test them against a set of business and logical rules, in order to capture and 

avoid mistakes at their source  

• people using the information to do so in the way that best suits their needs, including by using different 

languages, alternative currencies and in their preferred style  

• people consuming the information to do so confident that the data provided to them conforms to a set of 

sophisticated pre-defined definitions. 

 

PART- B (Any one Qstn) 

Q-6.  

A. Energy auditing is an activity that serves the purposes of assessing energy-use, pattern of a factory or 

energy consuming equipment and identifying energy saving opportunities. In that context, energy 

management involves the basic approaches in reducing avoidable losses, improving the effectiveness 

of energy use, and increasing energy use efficiently. The energy auditor is normally expected to give 

recommendations on effective improvements leading to monetary benefits and also advise on energy 

management issues. Generally, energy auditor for the industry is an external party.  

The following are some of the key functions of the energy auditor: 1. Quantification of energy costs 

and quantities.  

2. To correlate trends of production or activity to energy cost.  

3. To devise energy database formats separately by products, departments or energy consuming 

departments. 

While performing the aforesaid key functions, the energy auditor is required to carry out the following 

activities:  

1. To analyse the historical energy consumption and cost data.  

2. To conduct preliminary energy audit with the objective to identify:  

 (A) major energy consuming equipment and process.  

 (B) Obvious inefficiencies and energy wastes.  

 (C) Priority areas for further detailed investigation.  

3. To conduct detailed technical and economic analysis of energy efficiency measures involving large 

efficiency measures involving large capital investment or long pay back periods. 

 

B. Corporate Image: The term "Image" indicates an idea or picture formed in the mind of a person about 

an individual or an institution. Corporations, like individuals, consciously build up images in the minds 

of the people with whom they come into contact. In developing a "Corporate Image", an enterprise 

has to ensure an overall consistency, as regards the quality of the products, the ethics of its 

management, employee relations, attitudes towards customers, quality and service to customers etc. 

The Public have perceptions of "Corporate Image".  
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 Customers measure it by the product quality, prompt and courteous after sales service, regularity in 

maintaining supplies etc.  

 Shareholders, measure it by the consistency in financial performance and prospects of growth.  

 Supplier measure it by the company's liquidity and ability to honour commitments.  Banks and Financial 

Institutions measure it by the financial health, net worth and history of serving debts.  

 Government looks at it from the point of view of revenue generation and as an honest tax payer.  

 Employees look for steady career growth and smooth industrial relations. Evaluation of Corporate Image 

Evaluation of Corporate Image is a very complex process and it involves a critical examination of events 

and trends concerning business environment-both internal as well as external. The following are the steps 

to evaluate Corporate Image  

 Prepare a list of desirable attributes  

 Group them functionally and specify the qualifications 

 Assign weights to each attribute based on their relative importance.  

 Involve experts in the respective fields in rating the qualifications and attributes based on facts, 

judgments and interpretations. 

Part-C (Any 2 Answer) Q.7 
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Q.12  

(A) 

 

 

 

 


