TASK 1

West Wales Ceramics is looking at producing celebration mugs on the 2021 Grand Slam (??) in both English and Welsh.

Costing details as follows.

Unit selling price		           £10.00 per Mug
Unit variable cost – clay etc.   £2.20 per mug
Packaging                                £5.00 per batch of 10 mugs.
Forecasted sales                       30,000 mugs

Total fixed overheads for the month		£80,500

1a) Calculate the contribution of making one mug. 

1b) Calculate the number of mugs needed to be sold to break even.

1c) Calculate the Margin of Safety in mugs.

1d) Calculate the number of mugs to be sold to achieve a Net profit of £22,500 per month.

1e) Calculate the sales value in £ to achieve a Net profit of £22,500.
						


TASK 2 

The company is also considering making mugs to celebrate England winning the Euro 2020 Football championship. There are two possible financial scenarios for selling these mugs.

				Scenario A			Scenario B
Selling Price per Mug			£25			£17
Forecasted Sales			50,000 mugs			75,000 mugs
Variable costs per mug			£10		     	£8
Fixed costs				£280,000			£260,000			
2a) Calculate the Contribution per mug for each Scenario. 		

2b) Calculate the Breakeven point for each Scenario. 

2c) Calculate the forecasted Net profit for each scenario if Forecasted sales are achieved.      

2d) Calculate the Margin of safety in mugs.

2e) What other considerations would you consider before embarking on these mugs?





