
 

 

 

 

 

                                   IMPORTANT FORMULAS AND TREATMENT OF VARIOUS ITEMS. 

 
 CHAPTER - 1  

COST SHEET  

TREATMENT OF VARIOUS ITEMS  

1. Treatment of Interest on Capital:  

 

It will be presented in the cost statement as a separate item of cost of sales  

• 2. GST: GST is paid on inter-state and intra-state sale and collected from the buyers: • It is 

excluded from the cost of purchase if credit for the same is available.  

• • Unless mentioned specifically it should not form part of cost of purchase  

•  

• 3. Treatment of Stores Overheads: They are treated as a part of factory overheads and are 

charged to various production and non-production departments on the basis of service received by 

each department.  

• 4. Treatment of Packing Expenses: Primary packing is a part of the production cost e.g., 

packing of chemicals and medicines etc. and should be included in the production cost of the product. 

• Secondary packing is a part of the selling and distribution cost. It is required while 

selling/transferring the product and for its safe delivery to the customer. Such expenses are charged to 

selling and distribution overheads.  

•  

• 5. Treatment of bad debts: • Some authors believe that bad debts are financial losses and 

therefore should not be included in the cost of a particulars product or job.  

• • Another view is that, bad debts are a part of selling and distribution overheads, especially 

where they arise in the normal course of trading. Therefore they should be treated in cost accounts in 

the same way as any other selling and distribution expenses.  

•  



 

 









 

 

 


