

Assignment due by 6:00pm						                           Fall 2018 



1. - A company has a selling price of $20 a unit, variable costs of $10 a unit, and fixed costs of $40,000.

A) -What is the breakeven point in dollar sales?

(20-10)Q-$40,000=0
10Q=$40,000
Q= 4,000 Units
4,000 units×$20= $80,000

B)- What quantity must be sold to earn a profit of $60,000?
(20-10)Q-$40,000=$60,000
10Q=$60,000+$40,000
10Q=$100,000
Q=10,000

C)- What is the Firm’s total contribution margin at breakeven?

Breakeven = 4,000 units
CM at Breakeven = ($16-8)4000 units
                             =$32,000

D)- How much revenue is needed to make an after-tax profit of $120,000? Assume a tax rate of 40%.

Profit before tax= (120,000×100)/60= $200,000
(20-10)Q-$40,000=$200,000
10Q=$200,000+$40,000
10Q=$240,000
Q=24,000
24,000 units×$20= $480,000

E)- Assume the company sells 12,000 units and the total contribution margin increases by 10%, holding revenues constant, what is the income for the company?

CM =10×12,000=$120,000
CM= $120,000×1.1= $132,000
$132,000-$40,000=$92,000

F) - Assume we have been selling 14,000 units. What is the net income if there is a 20% decrease in units sold?

14,000 units ×0.8=11,200 units
(20-10)11,200-$40,000=$72,000

G)- By how much can fixed cost increase, if the firm increases its sales price by $4 and wants to make a profit of $40,000 by selling 9,000 units?
(24-10)9000-FC=$40,000
126,000-$40,000=FC
FC=86,000
Fixed costs can increase by $46,000




2. - A company sells three products A, B and C in a 3:3:4 sales mix.

Sales price:	A - $10	B -$8	C - $6
Variable cost:	A - $7    B- $3	 C - $3	
Quantity sold        A 6,000    B6000    C8000

Fixed costs are $36,000

A)- Calculate breakeven in total sales dollars and in units of the 3 products

Breakeven point in units:
WACM=Total CM / Total units
               = (6000×$3+6,000×$5+8000×$3)/20,000
               =$3.6 per unit
$3.6x – 36,000 = 0
3.6x= 36,000
X=10,000 units

A= (0.3)10,000= 3000 units
B= (0.3)10,000= 3000 units
C= (0.4)10,000= 4000 units

Breakeven point in Dollars
(3000×$10+ 3,000×$8+ 4000×$6)
=$30,000+$24,000+$24,000
=$78,000


B)  - What is the total income the company can earn with this sales mix?
Total Income with sales of A 6,000 B 6,000 AND C 8,000:
(6,000× ($10-7) +6,000× (8-3) +8000× ($6-3) - $36,000= $36,000

             
Say the sales mix changes to 4; 3:3 with total quantity sold of 20,000

B) -What is the breakeven point in sales dollars and units?
Breakeven point in units:
WACM=Total CM / Total units
               = (8000×$3+6,000×$5+6000×$3)/20,000
               =$3.6 per unit
$3.6x – 36,000 = 0
3.6x= 36,000
X=10,000 units

A= (0.4)10,000= 4000 units
B= (0.3)10,000= 3000 units
C= (0.3)10,000= 3000 units

Breakeven point in Dollars
(4000×$10+ 3,000×$8+ 3000×$6)
=$40,000+$24,000+$18,000
=$82,000


C) - What is the total income the company can earn with this sales mix?
Total Income with sales of A 8,000 B 6,000 AND C 6,000:
(8,000× ($10-7) + 6,000× (8-3) +6000× ($6-3) - $36,000= $36,000


E)  - Explain why though the sale mix changed the income in parts B and D is the same.

The sales mix changed but the contribution margin for both A and C is similar, both being $3.

3.
A)5%- For the year 2018, P marketing managers project semiannual sales of 90,000 for product A, 50,000 for product B and 60,000 for product C. Average selling prices are estimated at $3.00 per product A and $4.00 per product B and $5 for product C.  Prepare a revenue budget for the year ending December 31, 2018. 

Revenue Budget For the year ending December 31, 2018
	PRODUCT
	YEARLY SALES
	SALES PRICE
	ANTICIPATED SALES REVENUE

	A
	180,000
	$3
	$540,000

	B
	100,000
	$4
	$400,000

	C
	120,000
	$5
	$600,000

	TOTAL
	
	
	$1,540,000




B) 5%- P begins 2018 with 90,000 of A in inventory.  The vice president of operations requests that ending inventory on December 31, 2018 of product A be no less than 60,000 units.  Based on sales projections of 70,000 units, prepare a production budget for product A for 2018?

	PRODUCTION BUDGET FOR PRODUCT A 2018

	Sales Projections
	70,000

	Add Desired ending Inventory
	60,000

	Less Beginning Inventory
	(90,000)

	Units to be produced(A)
	40,000





4.  The following data is provided for the ABC Company
Budgeted overhead for the year is $300,000
Projected direct labor cost for the year - $200,000
Estimated machine hours for the year -20,000
Estimated direct labor hours for the year – 20,000
Overhead is applied to product based on direct labor costs
During the month of June, the company incurred 3000 labor hours, used 2500 machine hours and incurred $40,000 of labor costs and $75,000 of overhead costs.
Calculate
A,  4%   The overhead rate

Overhead rate= Overhead/ Direct labor hours
= $300,000/20,000
=$15 per labor hour
[bookmark: _GoBack]
B   4%  The amount of overhead applied in June

3000 labor hours × $15 per labor hour= $45,000

C   4%   The over or underapplied overhead for June and explain what it means 
$75,000-45,000= $30,000 underapplied

This means that the overhead cost that had been estimated to be incurred based on the actual labor hours was less than the actual overhead cost incurred during the month.
 

5)  - XYZ Corporation is preparing a master budget for 2018. Sales for the year are expected to total 1,000,000 units. Quarterly sales in units are 20%,25%,30%, and 25% respectively. The sales price is expected to be $50 per unit for the first 3 quarters and $55 per unit beginning in the fourth quarter. Sales in the first quarter of 2018 are expected to be 10% higher than the budgeted sales volume for the first quarter of 2017.
Cash collections from sales are 60% in the quarter of sale, 30% in the following quarter and 8%  in the second quarter after sale.
For production purposes management desires to maintain ending finished goods inventories at 25% of the next quarters budgeted sales volume. Beginning finished goods on Jan 1 2018 are 60,000 units.
For production purposes two pounds of raw material are required for each finished product.
Management targets ending inventory of materials equal to 20% of next period’s production needs of finished goods
Beginning materials inventory on January 1, 2018 was 10,000 pounds.
Prepare 
        A)10%- cash inflows schedule for the third quarter 2018:

Q1 Sales = (20% of 1,000,000)*$50= $10,000,000
Q2 Sales = (25% of 1,000,000)*$50 =$12,500,000
Q3 Sales= (30% of 1,000,000)*$50= $15,000,000
Q4 Sales= (25 % of 1,000,000)*$55 = $13,750,000



	CASH INFLOWS SCHEDULE FOR THE THIRD QUARTER 2018

	Q1 Sales inflows
	$10,000,000×0.08
	$800,000
	

	Q2 Sales inflows
	$12,500,000×0.30
	$3,750,000
	

	Q3 Sales Inflows
	$15,000,000×0.60
	$9,000,000
	

	TOTALS
	
	$13,550,000
	








        B) 13%-materials purchase budget in pounds for the first quarter 2018


Budgeted Sales First quarter- 200,000
Ending inventory finished goods first quarter- 0.25×250,000=62,500 units
Total requirement quarter 1= 262,500 units
Beginning Finished Goods= 60,000
Production budget in units: 262,500-60,000= 202,500
Production budget in raw material in pounds: 202500×2= 405,000





