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Course Preparation Assignment
Week Five
An important skill for a management accountant is to distinguish between variable expenses and fixed costs, not only conceptually but quantitatively as well.  In this activity your outcome is to use your existing understanding of variable and fixed costs to estimate total costs for a given unit sales level.
You are the controller of a clothing retailer in Addis Ababa.  You are preparing the expense budget for the fourth quarter of 2017, and you have the following information:
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The expense structure comprises fixed and variable expenses, but you do not have the detailed amounts, only the total.
You have units sales projections from the sales team as follows:
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Estimate variable and fixed expenses based on the information you have from 2016.  Use the assumption that any change in expenses from month to month is solely based on change in unit sales.  For example, unit sales have increased from October to November 2016; assume that this increase is the cause for the increase in expenses, and that fixed expenses have not changed.
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Oct Nov Dec

Unit sales 40,000              42,000              50,000             

Total expenses 1,850,000 $     1,923,400 $     2,182,500 $    

2016
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Oct Nov Dec

Unit sales 46,000              49,000              58,000             

2017


