ICWAImakes six
standards mandatory

The norms will be implemented from April 1, 2010

' SAPNA DOGRA SINGH
- New Delhi, 28 April

e Institute of Cost and
5 Works Accountants of In-

dia (ICWAI), the apex

body regulating the cost ac-

counting profession in the coun-

try, has made six cost accounting

- standards (CAS) mandatory
from April 1, 2010. -

These standards are for clas-
sifications of costs, capacity de-
termination, overheads, cost of
production for captive con-
sumption, determination of av-
erage cost of transportation and
material cost.

These standards would bring
in principle-based accounting
to give greater freedom to com-
panies to treat different com-
ponents of cost in an effective
manner, bringing in flexibility
and reducing compliance costs
for companies.

“These standards would be
applicable for all cost account-
ants in practice,” said Kunal
Banerjee, president of ICWAL

At present, these standards
are recommendatory only. How-

ever, from April next year, all
practising cost accountants will
have to make use of these stan-
dards while carrying out cost
audits.

However, the standards are
not mandatory on the part of
corporate entities as they are
governed under the Companies
Act, as only cost accountants
are covered under the ICWAI
Act. If a company is not following
these standards, cost account-
ants are asked to make a suit-
able disclosure or qualification
while undertaking cost audit.

To make companies also to
follow the cost accounting stan-
dards, an expert group con-
stituted by the Ministry of Cor-
porate Affairs (MCA) to review
the working of the cost ac-
counting profession in India

recommended that cost ac-
counting standards should be
part of the existing National Ad-
visory Committee on Account-
ing Standards (NACAS) ora
similar body should be set up.

NACAS was set up under
the Companies Act and ac-
counting standards prepared
by the Institute of Chartered Ac-
countants of India (ICAI) are
notified after they are referred
to the body.

The government has pre-
scribed cost accounting records
rules (CARR) in 43 industries.
The companies which are cov-
ered by CARR are required to
maintain the cost data in the
manner prescribed under these
rules. Cost audit, supported by
cost accounting standards, can
provide relevant and credible
cost and revenue data to regu-
lators to support their decisions.

As of now, the institute has
come out with six standards on-
ly, though there would be 39
cost accounting standards in
all. Banerjee said the institute
would bring out four more stan-
dards soon.



MCA plans
expert panel to
formulate cost

audit norms
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THE government may set up an ex-
pert.panel to advise it on how to
prepare norms for companies to
record and submit sensitive opera-
tional details on cost of production.

The government, which is re-
viewing the scope of cost audit for
enterprises, aims to have a separate
body that will give crucial inputs on
such standards before making them
applicable. The panel is expected to
have experts from various fields.

The idea is to set up the panel on
the lines of National Advisory Com-
mittee on Accounting Standards
(Nacas), which acts as the apex
body to clear accounting standards
in the country, an official in the
ministry of corporate affairs (MCA)
said on conditions of anonymity.
Nacas, which comprises officials
from industry chambers, profes-
sionals institutes, the government
and regulators, acts as the last clear-
ance authority for accounting stan-
dards that are primarily prepared by
_the Institute of Chartered Accoun-
tants of India (ICAI).

MCA, which is the administra-
tive ministry on matters of account-
ing, feels that the setting up of an
expert body will ensure that the
proposed norms are thrown open
to a wider discussion forum.

Cost audit allows the govern-
ment to access sensitive opera-
tional details such as cost of pro-
duction, raw material consump-
tion, capacity utilisation, quality
control, research expenses and
royalty payments. -

Cost data is becoming relevant in
new areas like adjudicating on alle-
gations of anti-competitive prac-
tices such as predatory pricing. It is
also useful in detecting tax evasion
and making policy decisions related
to pricing. Under the competition
law, cost data of a company is vital
in determining whether it is guilty
of predatory pricing.
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