Week 7: Breakeven Analysis Questions

1.  Given the following information for product Z:
Selling price per unit	£20
Variable cost per unit	£12
Fixed costs		                      £100,000

Required:
a)    Calculate the break-even point in terms of number of units.
b)    Calculate the break-even point sales revenue.
c)  Calculate the sales volume needed to achieve a profit of £20,000.
d)  If budgeted sales are 16,000 units, what is the margin of safety, in units and as a  percentage?
e) Calculate the contribution/sales ratio and use that to find the break-even revenue.

2.   Given the following information for product K:
Selling price per unit	    £100
Variable cost per unit                             £56
Fixed costs	                                           £220,000

You are required to:
(a)	Calculate the break-even point in terms of units.
(b)	Calculate the C/S ratio, and use this to calculate the break-even point in terms of revenue.

Multiple Choice
1.	Variable costs are conventionally deemed to:
A	be constant per unit of output.
B	vary per unit of output as production volume changes.
C	be constant in total when production volume changes.
D	vary, in total, from period to period when production is constant.



2.	The following data relate to two output levels of a department:
	Units
	17,000
	18,500

	Costs
	£246,500
	£251,750




3.	A single product company has a contribution to sales ratio of 40%.  Fixed costs amount to £90,000 per annum.
The number of units required to break even is:
A	4,500
B	150,000
C	225,000
D	impossible to calculate without further information.



The following information relates to Questions 4 and 5.
A business sells a single product at a selling price of £40 with a contribution to sales ratio of 30%.  The fixed costs for the period are £210,000.
4.	How many units must be sold to break-even?
A	15,750 units
B	17,500 units 
C	63,000 units
D	700,000 units

5.	If the business wishes to make a profit of £60,000 how many units must be sold?
A	9,643 units
B	22,500 units
C	81,000 units
D	900,000 units



