Management Accounting I
Course Preparation Assignment
Week Eight
One of the key concepts of management accounting is relevant costing.  In this activity your outcome is to use incremental analysis to evaluate a business decision.
[bookmark: _GoBack]You are the Controller at a manufacturer in Shenzhen, China.  You currently produce part XY432 which is a component of the engines you manufacture and sell in Africa.  The information for this part is as follows:
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You have identified a vendor who will sell this part to you for $105 per unit.  If you purchase the part from the vendor, you can eliminate all variable production costs and 60% of the fixed production costs.
Should you continue to produce the part, or buy it from the vendor?
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Per unit Total

Direct material and labor 50 $                   19,000 $          

Applied variable overhead 40 $                   15,200 $          

Applied fixed overhead 20 $                   7,600 $            

Units 380                   


