[bookmark: _GoBack]Week 7: Breakeven Tutorial Questions
1. 
a) Break-even point =  = 12,500 units

b) The break-even point sales revenue = £20 x 12,500 = £250,000

c) 
Sales volume to achieve £20,000 profit =  = 15,000 units

d) Margin of safety = 16,000 – 12,500 = 3,500 units


	       Margin of safety percentage =  = 21.875%

e) C/S ratio = 8/20 = 0.40

	       Break-even revenue =  = £250,000

2. 
(a) 
Break-even point =  = 5,000 units

 (b)	C/S ratio = 44/100 = 0.44 = 44%
	

          Break-even point =  = £500,000


Multiple Choice

1. A
	Variable costs vary in total, but are fixed per unit.

2. C
	Fixed cost = £246,500  £3.50  17,000 = £187,000

3. D
	Break-even REVENUE =  £90,000/ 0.4 = £225,000
          But without the selling price, the break-even quantity is IMPOSSIBLE TO DETERMINE.


4. B
Current breakeven	=	£59,400/£9
		=	6,600 units
New method breakeven	=	£59,400  1.25/£11
		=	6,750 units
Therefore 150 units higher.

5. B
Current profit	=	10,000  £9 – £59,400
	=	£30,600
Breakeven	=	£(59,400  1.25) + 30,600/£11
		=	9,532 units

6. D
Contribution per unit	=	£150 – £117
	=	£33
Breakeven	=	£1,800,000 + £400,000/£33
	=	66,667 units

7. D
The number of units cannot be calculated as the selling price is not known.


8. B
Breakeven	=	£210,000/0.30
		=	£700,000
Breakeven in units	=	£700,000/£40
		=	17,500 units

9. B
Breakeven	=	£210,000 + 60,000/0.3
	=	£900,000
Breakeven in units	=	£900,000/£40
		=	22,500 units



10. A
Contribution per unit	=	£240  40%	=	£96
Breakeven	=	£420,000/£96
		=	4,375
Margin of safety	=	5,000 – 4,375/5,000
		=	12.5% or 13%
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