Margin of safety -  Question/Answers 
Question 1
A company makes and sells a single product and has budgeted the following unit costs and profit.
					£
	SALES PRICE			22
	VARIABLE COST			  8
	FIXED COSTS			  7  
	PROFIT				  7

The budgeted profit is £184,000
What is the margin of safety expressed as a percentage of budgeted sales?
Contribution =  22 – 8 = 14
Budgeted Sales     = 184,000/7 = 26,286.71  round up to 26,286
Budgeted FC         =  26,286 x 7 = 184,000/14 = 13,142.86 round up to  13,143 breakeven
Margin of Safety  = 26,286 – 13,143                 =13,143/26,286 x 100% = 50%

Question 2
A company makes and sells a single product and has budgeted the following unit costs and profit.
					£
	SALES PRICE			30
	VARIABLE COST			11
	FIXED COSTS			  9 
	PROFIT				 10

The budgeted profit is £200,,000
What is the margin of safety expressed as a percentage of budgeted sales?

[bookmark: _Hlk102634742]Contribution 30 – 11 = 19
Budgeted Sales   = 200,000/10 = 20,000
Budgeted FC       =  20,000 x 9 = 180,000/19 = 9473.68 round up to 9,474 breakeven
Margin of Safety   = 20,000 – 9474 = 10,526 / 20,000 x 100% = 53%



Question 3
A company makes and sells a single product and has budgeted the following unit costs and profit.
					£
	SALES PRICE			48
	VARIABLE COST			 19
	FIXED COSTS			 14  
	PROFIT				 15

The budgeted profit is £295,000
What is the margin of safety expressed as a percentage of budgeted sales?

Contribution 48 – 19 = 29
Budgeted Sales   = 295,000/15 = 19,666.67 round up to 19,667
Budgeted FC       =  19,667 x 14 = 275,338/29 = 9,494.41 round down to 9,494 breakeven
Margin of Safety   = 19,667 – 9,494 = 10,173 / 19,667 x 100% = 52%



 
