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Meaning

_ COST AUDIT
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13.1 Cost audit means an examination of cost records, It has been defined 4« ‘the
verification of the correciness of cost accounts and of adherence to the Ccost qe-

Objectives of cost audit

13.2 The objectives of cost audit can be grouped under two heads—
® General objectives ® Social objectives
(1) General objectives :
(@) Verification of cost accounts in order to ascertain whether they

have been properly maintained according to the principles of cost-
ing employed in the industry concerned.

(b) Detection and prevention of frauds and errors.

(¢) Verification of cost of each “cost unit” and “cost centre” to ensure
that these have been properly ascertained.

(d) Assisting management to fix the prices of g0oods and services: to
identify wastage in the use of material and time; to review the
working of costing system installed by management and o advise
Mmanagement on any other important matter.

(7)) Social objectives :
(@) Ensuring optimum utilisation of resources by Preventing wastage

or misuse of resources. It further leads to improvement in pro-
ductivity of these resources.

(b) Determination of fair prices.
(¢ Protecting the interest of various parties such as the Government

(for settlement of tax liability) and shareholders (for optimum use
of resources which leads to capital appreciation).
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