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Topic….
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• A cost sheet is a statement which represents the various costs incurred at different

stages of business operations, in a tabular format.

• It determines the total cost or expenditure made by the organization, along with the

cost incurred on each unit of a product or service in a particular period.

COST SHEET
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Step I Prime Cost = Direct Material Consumed + Direct 

Labour + Direct Expenses

Direct Material= Material Purchased + Opening stock 

of raw material-Closing stock of raw material.

Step II Works Cost = Prime Cost + Factory Overheads 

(Indirect Material + Indirect Labour + Indirect 

Expenses)+opening Work in progress-Closing Work 

in progress

Step III Cost of Production = Works Cost + Office and 

Administration overheads + Opening finished goods-

Closing finished goods

Step IV Total Cost = Cost of Production + Selling and 

Distribution Overheads

Profit Sales – Total Cost

METHOD OF PREPARATION OF COST SHEET



OBJECTS OF PREPARING A COST SHEET:
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COMPONENTS OF COST

y:
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Prime Cost

Works Cost or Factory Cost
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Cost of Production

Total Cost
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Time for the 
assessment…
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List out the objectives for preparing cost sheet
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Summary
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Preparation of cost sheet



References…

• https://www.toppr.com/guides/fundamentals-of-

accounting/fundamentals-of-cost-accounting/format-

of-cost-sheet/
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Contd., 
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