FAFNA – Profit-Cost-Volume Problem



SHOW YOUR WORK FOR CALCULATION PROBLEMS

Based on the following information, complete the problems listed below on the Airwolf Helicopters Company.
[In $ Dollars 000]
Sales…………………..…………………………….$75,000
Basic Manufacturing Costs……………………$30,000
General & Administrative Expense………..$12,000
# Units shipped…………………………………...15

Solve or answer the following 4 questions.
To solve these problems, assume:
(1) Basic Manufacturing Costs and General & Administrative Expenses are Fixed Costs;
(2) Contribution Margin Percentage = 60%.

· Question 1: Break-even level in units?
Answer:
Sale per unit= 75000/15= $ 5000
Variable cost per unit =$30,000/15 = $2000

Fixed cost per unit = $ 12000/15 = $800

Contribution margin per unit = sales per unit - variable cost per unit

Break-even point in units = Fixed/ (sales per unit -variable cost per unit)

Break-even point in units= 12000/(5000 - 2000)= 4

· Question 2: Break-even sales level?
Answer:
Break- even sales level = sales per unit x break-even point in units
Break- even sales level = 5000 X 4 =$10,000

· Question 3: At the “Break-even sales level” what is the Total cost & break-down between fixed and variable costs?
Answer:
Break- even sales level = sales per unit x break-even point in units
Sale per unit= 75000/15= $ 5000
Variable cost per unit =$30,000/15 = $2000
Fixed cost per unit = $ 12000/15 = $800
Contribution margin per unit = sales per unit - variable cost per unit
Break-even point in units = Fixed/ (sales per unit -variable cost per unit)
Break-even point in units= 12000/(5000 - 2000)= 4
Break- even sales level = sales per unit x break-even point in units

Break- even sales level = 5000 X 4 =$10,000

· Question 4: At the $75,000 sales level what is the Total cost & break-down between fixed and variable costs?


[bookmark: _GoBack]Answer:
	Total cost = 72,000
	Fixed cost = 42,000
	Variable cost = 30,000
	Sales = 75,000
	Less: Variable costs = 75,000 x (1-0.60) = 30,000
Contribution margin = 75,000 - 30,000 or 75,000 x 60% = 45,000
	Less: Fixed costs = 30,000 + 12,000 = 42,000
	Operating income = 3,000
So, the total costs = Variable costs + Fixed costs = 30,000 + 42,000 =72,000
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