Current Profit

Selling Price			22.50
Variable Cost			(18.00)
Contribution			4.50

Number of Units		21,000 x 4.50
Total Contribution		94,500
Fixed Costs			(47,500)
Profit				47,000

Increase in Costs
Direct Materials		6.50 x 20% = 1.30 + 6.50 	= 7.80
Direct Labour		9.50 x 16.67% = 1.58 + 9.50	 = 11.08
Other Direct Costs	0.90 x 67% = 0.60 = 0.90 + 0.60 	= 1.50
Variable Overheads	1.10 x 25% = 0.28 = 1.10 + 0.28 	= 1.38
							  21.76
Fixed Costs
47,500 x 5% = 2,375 = 49,875
21,000 = 49,875 + 47,500 = 97,375/21,000 = 4.64 c 
21.76 + 4.64 =
Selling Price = 26.40

Target Profit:   49,875 + 47,00/ 3.90 = 24,839.74
 26.40 – 22.50 = 3.90

