 Name
Course title 
Date 

Question 1:
a. Determine the total fixed cost
b. Determine the variable cost per unit
c. Determine the Manufacturer’s selling price
d. Determine the breakeven volume
e. Determine the breakeven total dollar sales (revenue)
Solution
	(a) FIXED COST
	
	

	
	TRADE MAGZINE
	        20,000.00

	
	TRADE SHOW
	          6,000.00

	
	AGENT SALARY
	        28,000.00

	
	END USER ADVERTISING
	        30,000.00

	
	MAIL ADVERTISING
	          2,250.00

	
	TOTAL
	             86,250

	(b) VARIABLE COST
	
	

	
	MFG COST
	               42.00

	
	FREIGHT
	                 6.00

	
	AGENT
	                 6.00

	
	
	               54.00

	
	
	



	COSTING OF THE COMPANY
	

	MFG COST
	-42

	FREIGHT
	-6

	AGENT
	-6

	SUBTOTAL
	       54.00

	
	

	SELLING PRICE TO WHOLESALER
	83

	GROSS PROFIT
	       29.00



	BREAKEVEN SALES
	
	

	SELLING PRICE
	83
	

	COST PER UNIT
	-54
	

	PROFIT PER UNIT
	29
	

	
	
	

	FIXED COST
	86250
	

	BEP [UNITS]
	2974
	$ 246853



Question 2: Determine the volume (number of balls sold) needed to achieve a profit objective of $35,000
	Total sales 
	$ 1,077,778


	(Total target/CM ratio)
	



	Units to be sold 
	[bookmark: _GoBack]6736

	Sales/selling price per Unit


Working Notes
Calculation of Contribution per Unit.
	Selling Price 

Retail Margin 
Wholesaler Margin (Per ball)
Manufacturing Cost
Freight/Documentation charges 
Total Cost       
Net Contribution Per Unit                                                             
	$160

$48
$40
$42
$6

	
	$136

	
	$24


Total Target Needed.
	Trade Magazine 
Trade Show-2 Numbers
Direct Mail Campaign
End User  advertising
Part time agent 
Total Fixed Cost 

Add: Profit Needed 
Total Target Needed 
	$20,000
$6,000
$2,250
$30,000
$28,000
$86,250

	
	

	
	$35,000

	
	$121,250


Revised Contribution per Unit
	Existing Contribution Per Unit 
Less: Commission to part time agent Per ball
Revised Contribution Per Unit 
Contribution Margin Ratio
	$24

	
	$6

	
	$18

11.25%

	(CM/selling Price Per Unit)*100



	Total sales 
	$ 1,077,778


	(Total target/CM ratio)
	




