Cost Classification.

Tutorial 1 &2.
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Classify the following labour costs as either direct or indirect.

The basic pay of direct workers (cash paid, tax and other deductions)
The basic pay of indirect workers

Overtime premium

Bonus payments

Employer's National Insurance contributions

Idle time of direct workers

Work on installation of equipment
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A direct labour employee's wage in week 5 consists of the following.

(a) Basic pay for normal hours worked, 36 hours at £4 per hour =
(b} Pay at the basic rate for overtime, 6 hours at £4 per hour =
(¢) Overtime shift premium, with overtime paid at time-and-a-quarter
% X 6 hours x £4 per hour =
{d) A bonus payment under a group bonus (or 'incentive') scheme -
bonus for the month =
Total gross wages in week 5 for 42 hours of work
What is the direct labour cost for this employee in week 57
A£144 B£168 Cc£198

D £204
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Within the costing system of a manufacturing company the following types of expense are incurred.

Referenice number
1 Cost of cils used to lubricate production machinery
2 Motor vehicle licences for lorries
3 Depreciation of factory plant and equipment
4 Cost of chemicals used in the laboratory
5 Commission paid to sales representatives
8 Salary of the secretary to the finance director
7 Trade discount given to customers
8 Holiday pay of machine operatives
9 Salary of security guard in raw material warehouse

10 Fees to advertising agency

1 Rent of finished goods warehouse

12 Salary of scientist in laboratory

13 Insurance of the company's premises

14 Salary of supervisor working in the factory

15 Cost of typewriter ribbons in the general office

16 Protective clothing for machine operatives
Required

Complete the following table by placing each expense in the correct cost classification.
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Praduction costs

Selling and distribution costs
Administration costs

Research and development costs

Each type of expense should appear only once in your answer. You may use the reference numbers in
your answer.
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