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INTRODUCTION

Cost sheet is a statement prepared to show the various elements of costs, like
prime cost, factory cost of production and total cost. It is prepared at regular intervals, for
example, weekly, monthly quarterly, yearly, etc. In some cases comparative figures of
various periods are also shown in the cost sheet so that assessment can be made about the
progress of a business. Cost sheet is a statement of cost showing cost per unit of any product
at every level of production. It is important to know at what stage of production we are and
what price the particular production stage has. Cost sheet is a statement of cost. In other
words, when costing information is set out in the form of a statement it is called a cost sheet.
It is usually adopted when only one product is produced and all costs are incurred for that
product only. Cost sheet may be prepared for a week, for a month, quarterly or yearly
indicating various components of cost such as prime cost, works cost, cost of production, cost

of goods sold, total cost and also profitability of production.

‘COST' represents a sacrifice of values, a foregoing or a release of something of
value. It is the price of economic resources used as a result of producing or doing the thing
costed. It is the amount of expenditure incurred on a given thing. Cost has been defined as
the amount measured in money or cash expended or other property transferred, capital stock
issued, services performed or a liability incurred in consideration of goods or services
received or to be received. By cost, we mean the actual cost i.e. historical cost. ICWA (UK)
defines cost as the amount of expenditure (actual or notional) incurred on, or attributable to
a specified thing or activity. The object for which the cost is to be determined can be a

product or service

Cost accounting is the process of recording, classifying, analyzing,
summarizing, and allocating various alternative courses of action for the control of costs. Its
goal is to advise the management on the most appropriate course of action based on the cost
efficiency and capability. Cost accounting provides the detailed cost information that

management needs to control current operations and plan for the future.

Since managers are making decisions only for their own organization, there is no need for the
information to be comparable to similar information from other organizations. Instead,
information must be relevant for a particular environment. Cost accounting information is
commonly used in financial accounting information, but its primary function is for use by

managers to facilitate making decisions.
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https://en.wikipedia.org/wiki/Management
https://en.wikipedia.org/wiki/Financial_accounting
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https://www.accountingtools.com/articles/what-is-cost-structure.html
https://www.accountingtools.com/articles/2017/5/4/cost-object
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To understand of cost sheet and cost ascertainments.

To study employee opinion towards prime cost and total cost in Jocil Pvt Ltd.

To know the cost of control and profit.

To know the resent trends identified Jocil Pvt Ltd in cost sheet.

To study various segment of cost sheet being conducted in organization. To identify
the areas for improvement and suggest corrective measures.

OBJECTIVE OF STUDY
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Data analysis is done totally based on the information collected from the primary data

The study is undertaken with respect to middle and low level employees.

Information gathered from only lower and middle level employers.
The present study is made only on the cost sheet in the Organization.

The covers the cost sheet aspects of cost accounting.
through investigation and mailing the information.

SCOPE OF THE STUDY
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THERITICAL FRAMEWORK

Cost accounting is the process of recording, classifying, analyzing,
summarizing, and allocating various alternative courses of action for the control of costs. Its
goal is to advise the management on the most appropriate course of action based on the cost
efficiency and capability. Cost accounting provides the detailed cost information that

management needs to control current operations and plan for the future.

Since managers are making decisions only for their own organization, there is no need
for the information to be comparable to similar information from other organizations. Instead,
information must be relevant for a particular environment. Cost accounting information is
commonly used in financial accounting information, but its primary function is for use by

managers to facilitate making decisions.

Cost accounting examines the cost structure of a business. It does so by collecting
information about the costs incurred by a company's activities, assigning selected costs
to products and services and other cost objects, and evaluating the efficiency of cost
usage. Cost accounting is mostly concerned with developing an understanding of where a
company earns and loses money, and providing input into decisions to generate profits in

the future. Key activities include:

e Defining costs as direct materials, direct labor, fixed overhead, variable overhead,
and period costs

e Assisting the engineering and procurement departments in generating standard
costs, if a company uses a standard costing system

e Using an allocation methodology to assign all costs except period costs to
products and services and other cost objects

e Defining the transfer prices at which components and parts are sold from
one subsidiary of a parent company to another subsidiary

e Examining costs incurred in relation to activities conducted, to see if the company
is using its resources effectively

e Highlighting any changes in the trend of various costs incurred
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https://en.wikipedia.org/wiki/Financial_accounting
https://www.accountingtools.com/articles/what-is-cost-structure.html
https://www.accountingtools.com/articles/2017/5/4/cost-object
https://www.accountingtools.com/articles/what-are-direct-materials.html
https://www.accountingtools.com/articles/2017/5/6/direct-labor
https://www.accountingtools.com/articles/what-is-fixed-overhead.html
https://www.accountingtools.com/articles/what-is-variable-overhead.html
https://www.accountingtools.com/articles/what-is-a-period-cost.html
https://www.accountingtools.com/articles/2017/5/16/standard-cost
https://www.accountingtools.com/articles/2017/5/16/standard-cost
https://www.accountingtools.com/articles/2017/5/14/standard-costing
https://www.accountingtools.com/articles/2017/5/5/allocation
https://www.accountingtools.com/articles/2017/5/15/transfer-price
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Operating costs are costs associated with the day-to-day operations of a business.

These costs can be either fixed or variable depending.

Direct costs

Direct costs are the costs related to producing a product. If a coffee roaster spends 5
hours roasting coffee, the direct costs of the finished product include the labor hours of the
roaster, and the cost of the coffee green. The energy cost to heat the roaster would be indirect

because they're inexact, hard to trace.

Cost sheet is a statement, which shows various components of total cost of
a product. It classifies and analyses the components of cost of a product. Previous period’s
data is given in the cost sheet for comparative study. It is a statement which shows per unit
cost in addition to Total Cost. Selling price is ascertained with the help of cost sheet. The
detail of total cost presented in the form of a statement is termed as Cost sheet. Cost sheet is
prepared on the basis of:

1. Historical Cost

2. Estimated Cost

e Historical Cost: Historical Cost sheet is prepared on the basis of actual cost incurred.
A statement of cost prepared after incurring the actual cost is called Historical Cost
Sheet.

Estimated Cost: - Estimated cost sheet is prepared on the basis of estimated cost. The
statement prepared before the commencement of production is called estimated cost

sheet. Such cost sheet is useful in quoting the tender price of a job or a contract.

A cost sheet is a report on which is accumulated all of the costs associated with a
product or production job. A cost sheet is used to compile the margin earned on a
product or job, and can form the basis for the setting of prices on similar products in the
future. It can also be used as the basis for a variety of cost control measures. Despite the
name, a cost sheet can be compiled and viewed on a computer screen, as well as being
manually developed on paper. The costs listed on the report are usually aggregated into

the following categories:

e Direct materials
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e Direct labor

e Allocated factory overhead
In some situations, a cost sheet may also include a line item for
allocated overhead. In addition, the following costs may also appear on a cost
sheet in varying degrees of detail:

e Shipping and handling

e Supplies

e Qutsourced costs
The costs listed on a cost sheet usually include charges for actual material and
labor costs incurred. However, it is also possible that these costs are only listed at
their standard costs, which are obtained by backflushing; this is the process of
multiplying the number of units produced by bills of material and labor routings

to arrive at the costs that should have been associated with a product or job.

The development of a cost sheet can be a major production, especially if it is compiled
by hand. Even if it is drawn from a database of compiled costs, a cost accountant must
still review it for duplicate, missing, or incorrect entries before issuing it. A cost sheet is
normally issued along with an explanatory page that points out any unusual costs

incurred or variances that management should be aware of.

The format of a cost sheet is usually a standard one that is either manually rolled forward
from earlier reports, or else set up within the accounting system for automatic display

when a report is printed.

An alternative purpose for the cost sheet concept is to use it as the basis for a quote to a
customer, usually for the manufacture of a custom product. In this case, the cost sheet
includes the best estimates of the company's estimators for the requested product, with

details for each of the previously indicated expense line items.

The importance of cost sheet is as follows:

e Cost ascertainment: - The main objective of the cost sheet is to ascertain the cost of

a product. Cost sheet helps in ascertainment of cost for the purpose of determining
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cost after they are incurred. It also helps to ascertain the actual cost or estimated cost
of a Job.

Fixation of selling price :- To fix the selling price of a product or service, it is
essential to prepare the cost sheet. It helps in fixing selling price of a product or
service by providing detailed information of the cost.

Help in cost control: - For controlling the cost of a product it is necessary for every
manufacturing unit to prepare a cost sheet. Estimated cost sheet helps in the control

of material cost, labour cost and overheads cost at every point of production.

Facilitates managerial decisions :- It helps in taking important decisions by the
management such as: whether to produce or buy a component, what prices of goods
are to be quoted in the tender, whether to retain or replace an existing machine etc.

COMPONENTS OF TOTAL COST

The Components of cost are shown in the classified and analytical form in the cost sheet.

Components of total cost are as follows:

e Prime Cost: - It consists of direct material, direct wages and direct expenses. In other
words “Prime cost represents the aggregate of cost of material consumed, productive
wages, and direct expenses”. It is also known as basic, first, flat or direct cost of a

product.
Prime Cost = Direct material + Direct Wages + Direct expenses

Direct material means cost of raw material used or consumed in
production. It is not necessary that all the material purchased in a particular period is used in
production. There is some stock of raw material in balance at opening and closing of the
period. Hence, it is necessary that the cost of opening and closing stock of material is
adjusted in the material purchased. Opening stock of material is added and closing stock of
raw material is deducted in the material purchased and we get material consumed or used in

production of a product. It is calculated as:
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Company having good raw material consumed and long working in
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progresses. Structure and it increasing its assets year to year .1t may help to the company in
the long run and it indicates company growth in upcoming years. But the company invested

future point of view why because in production point of view less depreciation. The company

and we may able to reach current profit requirements.
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