Financial and Managerial Accounting
Week 5 Exercises

1) Calculate expected value and coefficient of variation based on the following data:
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2) Calculate expected value and coefficient of variation based on the following data:
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3) Compare your answers to 1) and 2).  Which scenario has greater uncertainty?  Explain.





4) Create a total cost formula for the following cost structure and estimate total costs based on unit sales estimate given:
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5) [bookmark: _GoBack]Use expected value to calculate the expected unit sales based on the following data:
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Create a total cost formula for the following cost structure:
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Use the total cost formula and the following sales price per unit to calculate estimated operating profit for the period:
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6) Use the following data to create a total cost formula using the high/low method:
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7) Apply the total cost formula from 6) to estimate costs for the following forecast.
Assume that fixed costs have increased by 4% and variable costs per unit have increased by 6% since 2Q 2016.
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Sales price/unit 8.00 $               


image7.emf
Apr May Jun

Unit sales 450                    440                    390                   

Total expenses 1,148 $             1,142 $             1,077 $            

2016
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Apr May Jun

Unit sales 442                    445                    480                   

VC

FC

Total costs

2017
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Sales Probability Outcome

62,000 $           20%

80,000 $           50%

95,000 $           30%

Expected value

Standard deviation 11,467 $          

Expected value

Coefficient of variation
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Sales Probability Outcome

5,800 $             10%

10,200 $           60%

14,400 $           30%

Expected value

Standard deviation 2,560 $            

Expected value

Coefficient of variation
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VC/unit $5.25

FC 72,500 $       

Unit sales estimate 82,000           
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Unit Sales Probability Outcome

62,000              25%

80,000              40%

98,000              35%

Expected value
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VC/unit 5.25 $               

FC 72,500 $          


