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Calculation of breakeven point
a) Calculation of breakeven number of additional customers for each hour added of operation up to 4am
Break even number refers to the point or number at which the safety margin is calculated by comparing the amounts of units or revenues that must be sold to cover fixed and variable costs associated with sales making.
Break even number=Fixed costs/ (sales price per unit-variable cost per unit) or Fixed costs/contribution margin
Since contribution margin is the sales revenue minus variable cost
$21000 is the fixed cost for wiring while $7 is the contribution margin per customer
However from 10pm to 4am there are 39 customers. Therefore the total contribution margin=39*7=273
Break even number=21 000/273=77 units

b) Calculation of breakeven number of additional customers for an entire year assuming the closing time is 4am
For an entire year=contribution margin multiplied by the number of days360*7=2520
21000/2520=8 units
Recommended time 1am that has 32 customers=21000/32*7=94 units
c) The safety margin on new customers for the year
Safety margin refers to the financial ratio that estimates the amount of sales that have surpassed the breakeven point.
Margin of safety=Actual sales- break even number
Fixed cost for security =$21,000
Bonus for the clerks (15*5)2=$150
Breakeven point=21,000+150=$21,150
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