Marginal costing and break-even analysis
Student exercise – 2

The Zenith Company have prepared the following sales revenues and costs figures for its forthcoming accounting period, when it is planning for 22,000 unit sales capacity
Unit selling price is budgeted at £13.20 including VAT
Fixed costs are expected to be £48,500 
Labour is forecasted at £2.00 per unit
Materials for each toy produced will be £3.50
Electrical components for individual units is budgeted at £0.50
You required to calculate the following…
· The break-even point in units
· The margin of safety
· The margin of safety ratio
· The profit volume ratio
· The amount of profit at full capacity
· The number of unit sales required in order to generate £1,500 profit
In addition,
· [bookmark: _GoBack]Prepare a budgeted profit and loss statement assuming unit sales of 14,000
· Graphically illustrate the above marginal analysis using appropriate scales



