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Homework

1- What are the three major types of product costs in a manufacturing
company?

2 -Define the following and give an example:

(a) direct materials, (b) indirect materials, (c) direct labor,(d) indirect labor, and
(e) manufacturing overhead.

3- Distinguish between (a) a variable cost, (b) a fixed cost, and (c) a mixed cost

4- Martinez Company’s relevant range of production is 7,500 units to 12,500
units. When it produces and sells 10,000 units, its average costs per unit are as
follows:

Direct materials . .. .................. $6.00
Directlabor........................ $3.50
Variable manufacturing overhead . . .. ... $1.50
Fixed manufacturing overhead .. ....... $4.00
Fixed sellingexpense . ............ ... $3.00
Fixed administrative expense . ..... .... $2.00
Sales commissions . . ............ .... $1.00
Variable

Required:

1.What is the total amount of product costs incurred to make 10,000 units?

2. 1f 8,000 units are produced and sold, what is the variable cost per unit
produced and sold?

3. 1f 12,500 units are produced, what is the total amount of fixed manufacturing
cost incurred to support this level of production?
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EW: Use high and low method to split (separate)

the power costs to fixed and variable.
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Months Units Produced Power Costs ( $)
1 1520 36375
2 1250 38000
3 1750 41750
4 1600 42360
5 2350 55080
6 2100 48100
/ 3000 59000
8 2750 56800
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Total variable costs at high level= 3000 * 12 = $ 36000
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Total fixed cost at high level= 59000 — 36000 = $23000
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Months| <Al Fixed Variable Total Power Costs
il CallSdl sl
1 23000 13375 36375
2 23000 15000 38000
3 23000 18750 41750
4 23000 19360 42360
5 23000 9080 55080
6 23000 25100 48100
14 23000 36000 59000
8 23000 33800 56800
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Exercise:
The following the maintenance costs for first six months of
the year :
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Months Maintenance Costs(y) | Maintenance Hours(X)
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January 11000 4000
February 9000 3000
March 15000 6000
April 7000 2000
May 10000 3500
June 13000 5000

Required:
Determine the fixed and variable part for each month.
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Howmework

1- Travis Inc. employed several maintenance engineers to keep the
equipment running in peak condition. Over the past eight months, Travis
incurred the following maintenance cost for these engineers. Plant activity
is best measured by direct labor hours.

Month Direct Labor Hours Maintenance Cost
January 1,700 $14,300
February 1,900 $15,200

March 1,800 $16,700
April 1,600 $14,000

May 1,500 $14,300

June 1,300 $13,000

July 1,100 $12,800
August 1,400 $14,200

Required: Using the high-low method, determine the fixed and variable
components of the maintenance costs.

2- The following data for a company about power costs and sales volumes for
five months:

Months 1 2 3 4 5
Volumes 9000 10500 9500 23000 7000
Costs 8000 10500 9500 15000 8500
Required :

Determine the fixed and variable costs for each month and formulate costs
function for the company by using High & Low method.

3-Active Company accumulated the following data for a delivery truck.

Miles Driven Total Cost
January 10,000 $15,000
February 8,000 $14,500
March 9,000 $12,500
April 7,500 $13,000
Required:

A- Determine the equation to predict total costs for the delivery truck.

B- Calculate the total costs be if 12,187 miles were driven.




4- Data concerning Nelson Company's activity for the first six months of
the year appear below:

Machine Hours Electrical Cost
January 4,000 $3,120
February 6,000 4,460
March 4,800 3,500
April 5,800 5,040
May 3,600 2,900
June 4,200 3,200

Required: Using the high-low method of analysis, estimate the variable
electrical cost per machine hour.

5- The Western Company presents the production and cost data for the
first six months of the 2015.

Month Units Produced Mixed Cost ($)
January 15,000 45,000
February 18,000 56,000

March 22,000 60,000

April 16,000 48,000
May 29,000 66,000
June 26,000 62,000

Required: Determine the estimated variable cost rate and fixed cost
using high-low point method. Also determine the cost function on the
basis of data given above.

6- The following data for a company about power costs and sales volumes for
five months:

Months 1 2 3 4 5

Volumes 11000 21000 19000 26000 14000

Costs 16000 21000 19000 25000 17500

Required :
Determine the fixed and variable costs for each month and formulate costs

function for the company by using High & Low method.
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Costs — Volume — Profit Relationship analysis
( Breakeven Point)
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Net Profit = Sales Revenue — Total costs

Sales revenue = Sales volume * selling price
Total Costs = Total Fixed Costs + Total VVariable Costs
Total Variable Costs = Sales VVolume * Variable Cost Per Unit
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Example :
A Company sell it product by $50 and the variable cost per unit is $20
and total fixed costs are $2000 .
What was the profit if the company sold 200 units ?
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Net Profit = Sales Revenue — Total costs




Net Profit = (200*50 ) — { 2000 + ( 200*20 )}
= 10000 — 6000
= $ 4000
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1)Sales volume (units) Cleall aas
2)Selling price per unit sas) sl sas 5l an y2
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Sales  Selling Total
volume * price = fixed +( Sales volume * variable cost per unit)

costs
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Example : The following information for ABC Company for the
month of July :

1) Selling price 5003 sl xn 2
2) Variable cost per unit 300$ 32 515 yuxiall aa<))

3) Total fixed costs 80000$ il adi<il Jaal
Required : Calculate the Breakeven point by using the equation
method

Uslaal) 48y yh afadiinly Jolail) Aaki Cua)
Solution :

Sales  Selling Total
volume * price =fixed +( Sales volume * variable cost per unit)
costs

S.V % 500 = 80000 + (S.V * 300)
500S.V =300S.V+ 80000

200 S.V =80000

80000
S.V=
200

= 400 Units Break-even point
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Income Statement

Information Amounts
Sales Revenue 400 * 500 $200000
-Total Variable Costs ( 120000 )
400 * 300
Total Contribution margin 80000
-Total Fixed Costs ( 80000 )
Net Profit Zero
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Income Statement

Data Detalils Total

Sales Revenue 600*500 $300000

-Total Variable Costs 600*300 ( 180000)
=Total Contribution Margin 600*200 120000
-Total Fixed Costs (80000)
=Net Profit ( Loss) $40000
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Homework

1- The following data is for ABC Company:

Sales revenue $600000, Sales volume 200000 units, Total variable
costs $300000, Total fixed costs $15000. The management believes
that it can increase the profit if the selling price is decrease by $1.

Required :
A-What is the current break-even point in units and dollars by using

equation method ?

B-What is the profit if the actual sales volume was 12000 units ?

2- A Company manufactures and sells product . Currently 500000 units
are sold at $5 per unit. Fixed costs are $750000 and variable cost was
$3 per unit.

Required :

A- Calculate the current profit for the company.
B-Calculate the units to be sold for break-even .

3- A Company sales $400000 = 5000 units. Total variable costs
$210000 and total fixed costs $90000. Management is considering
decreasing selling price by 10% to increase sales volume to 6500 units.
Required: Calculate the profit after decreasing selling price.

4- A Company produces its product and sells it by $5000 per unit .The
variable costs per unit are: Direct material $1400, Direct labor $ 1100,
F.O.H $ 400, others $600. Total fixed costs are $450000.

Required:

Calculate the number of units that must be sold to break even.
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1) Selling price per unit 200$ &)
2) variable cost per unit 100$ sas 51l 5 il 4alsl)
3) Total fixed costs ~ 40000$ AUl Cadlill  Jles)

Required:- Calculate the break-even point in units & dollars by using
Graph method.
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Example :

ABC Company sells its product by $ 100 per unit and the
variable cost per unit was $60 while that that total fixed costs
are $80000 . Compute the break-even point in units and dollars
by using :

1-Equation method

2- Graph method
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Contribution Margin Per Unit =
Selling Price — Variable Cost Per Unit
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Total Contribution Margin = Sales Revenue — Total Variable Costs
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A Company sell its product by $ 150 per unit and the variable cost per
unit was $70 . What was the contribution margin per unit and total
contribution margin if you know that the company sold 500 units
during the period
?
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Contribution Margin Per Unit = Selling Price — VVariable Cost Per
Unit

=150-70
= $ 80 per unit

Total Contribution Margin = Sales Revenue — Total Variable Costs
= (500*%150) — (500 *70)




= 75000 - 35000
=1$ 40000
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80 * 500 = $ 40000
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40000/500 =$80
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Total Fixed Costs
Break-Even in Units=
Contribution Margin Per Unit
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__________________ e = a5l Jalel) s
3aa 5l dealioe ile
Gl g )5S Ui il o

Total Fixed Costs
Break-Even in Dollars =
Contribution Margin Ratio
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EW& The following information for ( XYZ ) Company :

1)Selling price per unit $400
2)variable cost per unit $200
3)Total Fixed costs $100000

Required : Calculate the Break-Even Point by Using the Contribution

Margin Method
daalusall dile 48yl aladialy dllaadl g clas gl Jaladil) ddads alusial 1o glaall

- Jall

Total Fixed Costs
Break-Even in Units=
Contribution Margin Per Unit

100000
= =500 units
400 - 200

Total Fixed Costs
Break-Even in Dollars =
Contribution Margin Ratio

100000
400 - 200
400
100000
e p— $200000
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------------ = 500 units
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Howmework

1- ABC Company sells its product by $ 100 per unit and the variable cost
per unit was $ 60 while that total fixed costs are $80000 .

Required :

A-Compute the break-even point in units and dollars by using :

-Equation method

- Contribution Margin method

B-Calculate the net profit of the company if the actual sales volume was -B
2500 units

2- Answer the following two cases independently:

A-Variable cost per unit $14 , Contribution margin ratio 30% , Fixed costs
$141000 .

What is the break-even point in Dollars?
B-Selling price $50, variable cost per unit $35, total fixed costs $6000, what

is the profit if sales volume was 300 units?

3-The following data is for an industrial company:

The sales revenue $ 800000
The sales volume 200000 units
The total variable costs $500000
The total fixed costs $150000
The management believes it can increase sales volume by 25% if the selling
price is decrease to $3.5

Required :
1- What is the number of units to be sold at the new price to reach the break-

even?
2- What is the net profit if the company decrease the selling price ?
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Total fixed costs + Target profit
Target sales UNits= ----------=--mmmmmmm oo
Contribution margin per unit
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Total fixed costs + Target profit
Target Sales Revenue = ----------mmmmmmm oo
Contribution margin ratio
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- Selling price per unit $ 10
- Variable cost per unit $ 6
- Total fixed costs $ 5000

Required :

1- Calculate the break-even point in units and dollars.

2- Calculate the units to be sold and the sales revenue to achieve a
profit of $ 3000

1- Break-even in units and dollars

Total fixed costs
B. E IN UNItS = -----mmm oo
Contribution margin per unit

! = 11250 units

Total fixed costs
B. Eindollars = -------=-—-m oo
Contribution margin ratio




S 0 T o = $12500
10-6 /10 40%

2- Target sales units and sales revenue

Total fixed costs + Target profit
Target sales units= -----------=--=--mmmemmmm oo
Contribution margin per unit

5000 + 3000
= = 12000 units

Total fixed costs + Target profit
Target Sales Revenue = ----------mmmmmm oo
Contribution margin ratio

5000 + 3000

10-6 /10
= 8000 / 40%
=1$20000

aiS dackhy a 85 ¢ )Y 53 3000 Llaiay pmy W (38w 338 5 2000 an O (e 2SWS oS
Income Statement Jaall

Sales Revenue 2000 * 10 = $20000
-Variable Costs 2000 * 6 = ($12000)
=Total Contribution Margin $8000
-Total Fixed Costs ( $5000)
= Net Profit $3000
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Profit after tax

Profit before tax = ----------------m-mmemmmeem-
1 —Tax rate
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1) Selling price $40
2) Variable cost per unit ~ $30
3) Total fixed cost $ 60000
4) Target profit after tax ~ $ 9000
5) Tax rate 10%

Required : Calculate the units to be sold to achieve the target profit.
aagiuall mu ) (gl lgan cany ) Glas gl dae il
Solution :
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Profit after tax
Profit before tax = -------------mmmmmmmemmeeeee

1 - Tax rate
9000
1-10%
9000
e =1$ 10000
90%

toh LS 5 agiuall gyl Cludial) Aabaa (8 4eadii (g3l g4 Ay pall J8 )l Ala

Total fixed costs + Target profit
Target sales UNits= ---------mmmmm oo
Contribution margin per unit
60000 + 10000

e = [7000 units

40 - 30
Ay pall 39 HY 50 10000 dp pall JB 7y 3la 4S HAN (33ay 308 5 7000 g O
:&Mjﬁﬁﬂdiﬂ\@sa\_\c\d@ﬁwj « »¥ 539000

Sales Revenue 7000 * 40 = $280000
-Variable Costs 7000 * 30 = ($210000)
=Total Contribution Margin $70000
-Total Fixed Costs ( $60000)
= Net Profit before tax $10000
- Tax ( 10%) ($1000)
= Net Profit after tax $9000




Howmework

1- A company produces two products as follows:

-Product (1) : Selling price $16 and variable cost per unit percentage
75%.

-Product (2) : Selling price $20 and variable cost per unit $15 .

-Total fixed cost for the company $55000 .
Required : Compute the profit of the company if sales volume for
product (1) 10000 units and 12000 unit for product (2) .

2- Answer the following two cases :

A- Variable cost per unit $14, Contribution margin ratio (30%),
Fixed costs $141000, what is the break-even point in Dollars?

B-  Selling price $50, variable cost per unit $35, total fixed costs

$6000, what is the units to be sold for profit $15000? And what is
the profit if sales volume 3750 units?

3- The following information for XYZ Company for the current

year :
1- Expected sales revenue $500000
2- Expected sales volume 20000 units
3- Expected total variable costs  $320000
4-Total fixed costs $90000
Required

A.Compute the breakeven point in units and dollars ?
B.If the company aimed to achieve net profit $45000 . What was the
target sales volume for this net profit?




4- The following data is for ABC Company:

Sales revenue $600000, Sales volume 100000 units, Total variable
costs $300000, Total fixed costs $90000.

The management believes that it can increase the profit if the selling
price is decrease by $2

Required :
A-What is the current break-even point in units?

B-What is the number of units to be sold by the new price to achieve
profit $50000 ?

5- Answer the following independent two cases :

A- The sales volume for XYZ Company was 6000 units sold by $50
per unit and the variable cost per unit equal to 60% from selling price
and the total fixed costs are $150000 . Calculate the net profit for the

company ?

B- If the selling price is $20 for the current period and the variable cost
per unit is $14 and the total fixed costs are $12000 . Then in the next
period the fixed costs are increased by $3000, What is the effect of this

increase on the break-even point ?
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Margin of Safty Units = Actual Sales — Break even Sales
Jalal) Cilagia ana — Aaladl) Clagsal) ana = Cilaa gl Gla¥) Ghala

Al Ualeall alasiuly Gla¥) Glald A Clusial (S Liay

Margin of Safty Units
Actual Sales

Margin ofSafty Ratio =

cfan ol Gha¥) Lhald

= Sla¥) hald dgd
el Cilagal) ana

Example : Suppose the following data :

1- Selling price per unit ~ $40

2- Variable cost per unit  $ 20

3- Total fixed costs $40000

4- Actual sales 5000 units

Required: Compute the margin of safety in units and the margin of
safety ratio
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40000
Break-even point in unit = ---------------- = 2000 units
40 - 20
Margin of Safty Units = Actual Sales — Break even Sales
= 5000 — 2000
= 3000 units

Margin of Safty Units

Margin ofSafty Ratio = Actual Sales
3000
= mmmmmmmmmeee- =160%
5000

Closing Point (aiad) dkaii g Jatail) 4dadi ; 1L

o e ek Y laie il Cilasall Gad gl aaa A Jobaill AL Gl Baia ) 5 (i
@gﬁbgjcﬁﬁubz\ig&\qgﬁﬂ\&u;\@&b@d\ J\)..g\ggjw@mg};)\.us
B )bed Baatin Jaladl) ddad e J8) Clas g

¢ 5 jldll JaaTs o) AS,al Ky (50 (51 ) 2 M Jlgead) 7 oy U g

b sl 335k e @llag Jsadl 138 e la U Jaladll Alales aladiinl oSy el
q@\%umjdgw\wwdg\&;;@j‘(éﬁQ\daw\)dw\M“ 85 _auds

Aol e AUl CallSal) aladind pa Jalal) Alolae (el aladinly (31a)) Al iludial i
Gl Maal (o (1085 a8 Y A5 CllSS (51 dua samall () gaall 5 i EY) Jie )
A S ¢ Aol oy 3 A3




Total fixed costs — Non cash expenses
Closing point iN UNItS = =----mmmmmmm oo
Contribution margin per unit

Aol e iy jlad) — A5 Gl s

________________________________________________ = Glal) ddaws
3aal gl Bas 5l daaline Mile

Example :

A Company sells its product by $300 per unit and the variable cost per
unit as follows :

-Direct materials  $ 60

-Direct labor $ 30

-Variable overhead $ 10

While the fixed costs as follows :

- Salaries $ 40000 il g )

- Power $ 30000 il

- Maintenance $ 10000 Alpa

- Depreciation $ 15000 <l sl

- Bad debts  $5000 da gina () g
Required :

1- Calculate the breakeven point in units and dollars
2- What is the volume of sales that should be stopped production?

Total fixed costs
B.E in UNItS = ---=====mmmmmmmmmmmmmmmmm
C. M per unit

40000+30000+10000+15000+5000

300 — (60+30+10)




100000

— = 500 units
200

B. E indollars =500 * 300 = $ 150000

Total fixed costs — Non cash expenses
Closing point in UNItS = —-----==m-mmmm oo

Contribution margin per unit

40000+30000+10000

e L T T = 400 unItS
200

Aladd) 380 Jaai Lgild Jalail) cpa JB) Leilassa ana ¢ 9S) Ladie 48 A0 o) a8
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1- Selling price per unit  $ 10
2- Variable cost per unit $6
3- Total fixed costs $6000




6000
B.E in units = -------=-em--- = 1500 units
10-6

£ (Joal) Adakig Baa ol as s (s AB) : Yo

Suppose that the selling price increased by $2
U:’JY,SJJ‘M&JJ\B&)S‘@JWU\%)JB/

5000
B.E in units = ---==----=-——-- = 1250 units
12 -6

Cuadd) aad) e o) ) 1308 Bas gl) A ma g Jalatll Adal o dpuSe ABMal) () ixy 12

CJAlaal) Adads Cuad ) aall jrw 2830 13) 5 Jaladl) ddads
Suppose that the selling price decreased to $8 . Find the new break-
even point in units

O el g Gl ) ) jpad (aladiV) ) e la W) Alls 4 - Aala Adaadla
: \.AAJ u.\;ijA
Increased by or Decreased by -1

Increased to or Decreased to -2
e 1388 Cinual 4alK)) o) prid) Sy g ) medd) o) () a)G wd g

Jatacil) Adaki g ban gl §_yiial) RIS oy 48Dl ; LSl

Suppose that the variable cost per unit decreased to $4

Y 5 g )l S o) sas sl 5 yuaiall A8 () yon 5/




6000
B.E in units = --------------- = 1000 units
10-4
4alKl) Caadds) 13 Baa gl 5 pukiall AQIKY g Jaladl) ddadS s dga jda A3l ) ixs 12a
25 Cand ) Bam ol 5 yaiall ZAIKH Cardi ) 13) 5 Jaladll ddads Ciaddl sas gl 5 yaiall
Cdakadl)
Suppose that the variable cost per unit increased by $2 . Find the new
break-even point in units

Jatacil) AL g ALY GRS Mlaal Gy ABNa) 5 VNG
Suppose that the total fixed costs increased by $1000

7000
B.E in units = --=----==------ = 1750 units
10-6

Al Cagllill <l 3 130 Al CaLal) g Jotacil) A0a8S cya 493 o ABMal) () iy 130
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Example : A Company producing and sells three products (A, B, C)
and the following data for the three products during the current period

Data Product Product Product
A B C
Sales VVolume ( units ) 1500 6000 7500
Selling Price ($) 150 225 270
Variable Cost Per Unit 105 180 195

- The total fixed cost are $ 450000




Required

1-Prepare the Income Statement for the company.

2- Calculate the break-even point in units for the company and for each
product.

3- Calculate the break-even point in dollars for the company and for
each product.

ahﬂﬁ)m‘m‘j@.m JM\quY\e&\WdJM\JQMQm@I\Sﬂ
slac) J ¥ allaall g ¢ 5 93 450000 (2 A4Syl A0 cadlsall  daal o) 5 e JS
JSS A€ 0 A1l clan sl (ol Cldiad SN 51 bl 4S80 Ja ) o

o oda Lsk; c.\.m dﬁj
1 gad
( Income Statement ) Jaall «aiS -]
Data A B C Total
Sales Revenue 225000 1350000 | 2025000 | 3600000
-Variable Costs ( 157500) |(1080000) | (1462500) | (2700000)
=Contribution 67500 270000 562500 900000
Margin (450000)
-Total Fixed Costs
=Net Profit 450000

JSL s 5l an e Alaasall ana @ pa Jials 54 Sales Revenue bl af pl*

13 5 225000 = ( 1500%150 ) A giiall

3_paiall A4S Cilagsall aaa 0 ia dials 54 Variable Costs 8_iall cayllsall*
e JS) 3aa 41l

1% 5 157500 = ( 1500%105 ) A il




2-Break-even point in units
- Jall u\jlaa
daaliall Mo Jlaal dand (31 yh e 3aa ol daalue 2lad (5 ) gall Jamal) Sludialy & 85
( 1500+6000+7500 ) Claiiell Cilapall alaa) Jeal e

Weighted Average for 900000

Contribution Margin = e =$60 per unit

Per Unit 15000

Il Adats laiiay (5 sall Janall 138 e A500 Call<il) Man) Landy o 683 25 -
Gilas gl JSSAS L)
450000
Break-even point for the company in units = ------------- =[7500 units

60
DA JAIL Bas e i S Jalad ludialy o 685 A0
1500

Break-even point in unit (A ) = 7500 * ---------- = [750 units
15000

6000

Break-even point in unit ( B ) = 7500 * ---------- = 3000 units
15000




7500

Break-even point in unit (C ) = 7500 * ---------- = 3750 units

15000
"oy Gilas b sas e i JS Jalad g chlas IL JSSAS HaD) Jales Linadial) Sl

3-Break-even point in dollars

s dall &l gas
dile L;SLA;\M&)LOQBJAJ\MM‘ Dle Al (9 sl Janll Cludaly a gai
Olatiall Cilaviall A L:;S\.AA‘ e daaliudll

Weighted Average for 900000
Contribution Margin = e =25%
Ratio 3600000
A8 ) Jalas Adas i Al 038 e AN CallSall  Mlea) dansdy o 51 o5 -
bl JSS
450000
Break-even point for the company in units = ------------- = $1800000
25%
- ) JSAIL Baa e e JS Jalad laialy o g e
225000
Break-even point in dollars ( A ) = 1800000 * ---------- = $112500
3600000




1350000

Break-even point in dollars ( B ) = 1800000 * ---------- = $675000

3600000

2025000

Break-even point in dollars ( A) = 1800000 * ---------- = $1012500

3600000

Ml Adlally saa e gxiia S Jobat s adbaalls JSS AS 0 Jalas Lsasia) el




Homework

1- Al-Buraq company produces two products as follows:

Data Deluxe Super

Sales Volume - Units 10000 6030
Sales Revenue S 153000 147000
Variable Costs S 91200 58800

The total fixed costs for the company $ 125000

Required :
A-Prepare Income Statement for the company.
B-Calculate the Breakeven point in units and dollars for the
company and products.

2- A Company produces and sells three products A, B, C, and the
following data for the products:

Data A B C
Variable Cost Per Unit 210 350 390
()
Selling Price ($) 300 450 540
Sales VVolume ( units ) 5000 4000 3000
If you know that total fixed costs are $900000.

Required:

A-Prepare Income Statement for the company.

B-Calculate the break-even point for the company and products in
Dollars.




3- A Company producing and sells three products ( X, Y, Z) and the

following data for the three products during the current period

Data X Y Z
Sales VVolume (units) 1500 6000 7500
Selling Price ($) 150 225 270
Variable Cost Per Unit 105 180 195

- The total fixed cost are $ 450000
Required :

A-Prepare the Income Statement for the company.
B-Calculate the break-even point in units for the company and for
each product.

4- A company produces two products as follows:
-Product (1) : Selling price $16 and variable cost per unit percentage
75% from the selling price.

-Product (2) : Selling price $20 and variable cost per unit $15

-Total fixed cost for the company $55000

Required :

A-What's the profit of the company if sales volume for the first
product was 10000 units and 12000 unit for the second product ?
B-If the variable cost per unit for the two products decreased by 10%
. Calculate the new profit of the company ?
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The following data for XYZ company :
Expected sales revenue $200000
Expected sales volume 10000 units
Expected total variable costs $140000
Total fixed costs $ 90000

Required

1- What was the breakeven point in Dollars and units?
2- If the company aimed to achieve net profit $30000 . Calculate the

target sales volume for this net profit.

3- If the actual sales volume was 17000 units . What was the margin

of safety ratio ?

FiII in the blanks for each of the following independent cases.( All

values in Dollar)

Cases Sales Variable | Fixed Total Net C.M
Revenue Costs Costs Costs Profit Ratio
A ? 500 ? 800 1200 ?
B 2000 ? 300 ? 200 ?
C 1000 700 ? 1000 ? ?
D 1500 ? 300 ? ? 40%




Cottonwood Company reports the following operating results for
the month of August:
Sales $400000 (units 5000); variable costs $210000; and fixed costs
$90000 . Management is considering the following:
1. Increase selling price by 10% with no change in total variable costs
or units sold.
2. Decrease variable costs to 45% of sales.

Required: Compute the net income to be earned under each alternative.
Which course of action will produce the highest net income?

Naylor Company had $210000 of net profit in 2013 when the selling
price per unit was $150, the variable costs per unit were $90, and the
fixed costs were $570000.

Management expects per unit data and total fixed costs to remain the
same in 2014. The president of Naylor Company is under pressure
from stockholders to increase net profit by $52000 in 2014.

Required :

(a) Compute the number of units sold in 2013.

(b) Compute the number of units that would have to be sold in 2014 to
reach the stockholders’ desired profit level.

5

Multiple Choices- Independent cases (s3> As Ala Jsd i LA )

1- Cournot Company sells 100000 units for $12 a unit. Fixed costs are
$300000, and net profit is $20000 . What should be reported as
variable costs in the income statement?

(a) $700000 (c) $500000
(b) $900000 (d) $880000




2- Gossen Company is planning to sell 200000 units for $4 per unit.
The contribution margin ratio is 25%. If Gossen will break even at this
level of sales, what are the fixed costs?

(a) $100000 (c) $200000

(b) $160000 (d) $300000

3- Brownstone Company’s contribution margin ratio is 30%. If
Brownstone’s sales revenue is $100 greater than its break-even sales in
dollars, its net profit:

(@) Will be $100 (b) will be $70 (c) will be $30

4-The Doral Company manufactures and sells pens. Currently,
5000000 units are sold per year at $0.50 per unit. Fixed costs are
$900000 per year. Variable costs are $0.30 per unit.

Required :

a. What is the current annual net profit?

b. What is the present breakeven point in units and dollars ?

c. If a 10% increase in fixed costs and a 10% increase in units sold
What was the new breakeven point in units ?
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Selling price = 200000 / 10000 = $20 per unit
Variable cost per unit = 140000 / 10000 = $14 per unit

1- 90000

Break-even point (units ) = ----------------- = 115000 units
20— 14

Break-even point ( dollars ) = 15000 * 20 =$300000

90000+30000
2- Targeted sales volume = ------------------——- = 20000 units

20-14

3- Margin of safety (‘units ) = 17000-15000 = 2000 units
Margin of safety ratio = 2000 / 17000 = 12%
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Net profit = Sales Revenue — ( Variable Costs + Fixed Costs )

- Jad
Cases Sales Variable| Fixed Total Net CM
Revenue Costs Costs Costs Profit Ratio
A 2000 500 300 800 1200 75%
B 2000 1500 300 1800 200 25%
C 1000 700 300 1000 Zero 30%
D 1500 900 300 1200 300 40%

Selling price = 400000 / 5000 = $80 per unit
Variable cost per unit = 210000 /5000 = $42 per unit

1- Increase selling price by 10%
80 * 110% = $88 new selling price

Net income = 5000 * 88 — { 210000 + 90000 }
= 440000 — 300000
= $140000 Js¥) Jsull eyl ila

2- Decrease variable costs to 45% of sales
400000 * 45% = $180000 new variable costs




Net income =400000 — { 180000 + 90000 }
= 400000 — 270000
= $130000 U Jaadll e 1 il

Slel m )l Gila 0¥ Jumdl S Jaadl Jamd¥)

C‘UM RANEPPRECENE P alladll

S.V * (1150-90 ) — 570000 = 210000
60 S.V =210000 + 570000
780000
S.V = memmmeeeeeeeee e = 13000 units

60

ks saa ol daalue dile * Cilagsall aaa 380 5l Jaal) (RS slac) (See SN
2l ilea 1 g sl AN CalSl) Mas) e

13000 * 60 — 570000 = $210000

210000 + 52000 = $262000 52 aaadl =)l SEN callaall
gl e Il Aalaa p2d%0 &3
570000+262000

Targeted sales volume = -------------mmmmmmm- = 13867 units

150-90
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Multiple Choices- Independent cases (o2 Ae Ala J<d @ LA )

1_

Sales revenue 100000* 12 = 1200000
-Variable costs (. 880000)
= Total contribution margin 320000
- Fixed costs (:300000)
- = net profit 20000

5_

a_

5000000 ( 0.05-0.03 ) — 900000 = $ 100000 net profit
b-

B.E (units ) = 900000 / 0.2 = 4500000 units
B.E ( dollars ) 4500000 * 0.5 = $ 2250000

C_
Y Aol Glas gl dae 304 5 o) (s (8 Jabadl) ddads e 5 AN caddlal) saly )

Jobail) ks e
900000 * 110% = $990000 new fixed costs

New B.E (units ) =990000 / 0.2 = 4950000 units

S Jgall SIS s g an cang 48Y Jaladl) ddads 304 5 ) o) AL Caallsall 3aly
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DECISION MAKING AND RELEVANT
INFORMATION
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Special Orders Decisions
Make or Buy Decisions

Line Decisions

do B oL Jyd 0l ) 5

Special Orders Decisions

oAl cludlal) J g8 &l ) 43
Scare Resources Allocation Decisions 3l 2 ) sall (anads <l ) 3
Adding or Dropping Production
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Example :
A company for furniture have capacity to produce 1250 beds. The actual
capacity 1000 beds yearly . Selling price $17500 for beds.
A customer requested 250 additional beds by 15000% for bed.
The following costs of produce the bed:

Costs Amounts
Direct Materials $8000
Direct Labors $2000
Variable M.O.H $2500
Fixed M.O.H $1600
Salesmen Commissions $900
Total $15000

The customer wanted some adjustments on the bed costing $1000 for bed
and no commissions on the additional beds.

Required: Will you advice the management to accept this order ?

1000 ZUl g edl) Lealiil 5 Y1 s 1250 U o8 Ll g a 535yl oo U1 i) 4S5
e Bl e 250 LN as) Gl S5 5V 53 17500 a5 el an pas Lisie
. oo=ll )Y 52 15000
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¢ llall 138 J 5 385 5 o) peaii Ja ;oo sl

Solution :
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Income statement

Details Without order With order
Sales Revenue
1000* 17500 17 500 000 17 500 000
250* 15000 3 750 000
Total Revenue 17 500 000 21 250 000
-Costs:
Direct material ( 8000 ) 8000 000 10000000
Direct labor ( 2000 ) 2000 000 2500 000
Variable F.O.H ( 2500) 2500 000 3125000
Fixed F.O.H (1600) 1600 000 1600000
Sales man commission ( 900) 900 000 900000
Adjustment cost ( 1000) - 250 000
Total Costs 15000000 18375000
Net Profit $2500000 $2875000
The Decision :

( Accept the special order because the profit of the company will be increase)
A5l Lyl 3ol ) ) (sa55 LY Aalal) dpllall Jsd ) al)

Ge Aualall Al (i i s 1 AT Sy Cam ¢ 1A HASY (5 AT Ay ke 2a
dadlial 3aa 5 (250) Lasd Aalad) dpllall Jao 2iS 5 alae) (3 5k

Income statement
Sales revenue 250 * 15000 = 3 750 000
-Costs :-
-Direct material 250 * 8000 = 2 000 000
-Direct labor 250 * 2000 = 500 000
-V. F.O.H 250 * 2500 = 625 000
Adjustment cost 250 * 1000 = 250 000
Net profit for special order $375 000

Fca il 03y 5T AS ) g5 ol g ALLLall AU (pa 3oliiud Fa b gmg Alla 8
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Income statement

Sales revenue 3 750 000

-Costs :-

-Direct material (2 000 000)
-Direct labor (500 000)

-V. F.O.H (625 000)

Adjustment cost (250 000)

Opportunity cost 250*2500 (625 000)

Net profit for special order (250 000)$

Example (2)

The capacity of a company 120 000 units annually. The current production was
90 000 units per year sold by $2500 per unit.

A customer request additional 20 000 units by $1800 per unit.

The variable costs per unit $900 and the total manufacturing fixed costs
$11000000 and the selling and administrative costs $15000000 and there is
$20000000 for print the brand on units for the order.

Required will you advice this company to accept or refuse this order?
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Details Without Order With Order Difference
Sales Revenue :
90000 * 2500 225000000 225000000
20000 * 1800 36000000

Total Revenue | 225000000 261000000 36000000

-Variable Costs:

90000*900 81000000

110000*900 99000000 18000000

Total Contribution | 144000000 | 162000000 18000000
Margin

-Fixed Costs:

Manufacturing 11000000 11000000 -

Selling & Admin. 15000000 15000000

Brand Printing 20000000 20000000

Total Fixed Costs | 26000000 46000000 20000000

Net Profit $118000000 | $116000000 | ($2000000)

The Decision :
( Refuse the special order because the profit of the company will be decrease )
AS il b)) panias ) sasi LY dalal) dllall a5 ) 5l

Al 45y Hlally Jal)
Income statement

Sales revenue 20 000* 1800 = 36 000 000

-Variable costs 20 000* 900 = (18 000 000)

Total Contribution 18 000 000

Margin

-Fixed costs ( Printing (20 000 000)

brand )

Net Loss (2000000 )




Howmemnwork

1-

A Company has the capacity to produce 100000 units per year of a
product, which is sold at $ 25 per unit, and currently the company
IS operating at 65% of its production capacity, and the variable
costs of producing the unit are as follows :

Direct materials $5
Direct labor $ 3
Variable M.O.H $3
Marketing costs $2

The total fixed costs of the company were:
Manufacturing $30000

Marketing $20000

Administrative $10000

A government agency has placed an order to purchase 12000
additional units of this product at a price of $ 10 per unit, and this
order does not require variable marketing costs, but the company
will bear the costs of transporting for this order of $ 6000

Required :
In your opinion, does the company accept this order or refuse it ?




?-

Louisville Corporation produces baseball bats for kids that it sells for
$32 each. At capacity, the company can produce 50000 bats a year.
The costs of producing and selling 50000 bats are

as follows:

Cost per Bat Total Costs
Direct materials $12 $ 600000
Direct manufacturing labor 3 150000
Variable manufacturing overhead 1 50000
Fixed manufacturing overhead 5 250000
Variable selling expenses 2 100000
Fixed selling expenses 4 200000
Total costs $27 $1350000
Required :

1. Suppose Louisville is currently producing and selling 40000 bats. At
this level of production and sales, its fixed costs are the same as given
in the preceding table. Ripkin Corporation wants to place a onetime
special order for 10000 bats at $25 each. Louisville will incur no
variable selling costs for this special order. Should Louisville accept
this one-time special order? Show your calculations.

2. Now suppose Louisville is currently producing and selling
50000 bats. If Louisville accepts Ripkin’s offer it will have to sell
10000 fewer bats to its regular customers
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Example :
A company produce air conditioners and it need a part for production.

Currently the company purchased this part from outside supplier by $
2400 per part.

The management thinking to produce this part inside the company and
the following estimations of production costs per part:

-Direct material $ 630

-Direct labor $ 1095

-Variable F.O.H $300

-Fixed F.O.H $ 825




Total quantity needed 10000 parts and the company can decrease
fixed F.O.H by $ 1500000 in the case of purchasing the parts from the
outside supplier .

Required:
1- Whats your advice for the management of this company about
purchasing or producing these parts ?
2- Determine the indifferent point for the company.
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Details Make Buy

Purchasing price - 24 000 000
( 10000*2400)
Direct material 6 300000 -
(10000*630)
Direct labor 10 950 000 -
Variable F.O.H 3000000 -
Fixed F.O.H 8250000 6 750000
(8250000 -1500000)
Total $ 28500000 $ 30750000




My advice to management to makes the parts inside
the company.
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Making Costs = Buying Costs
o) il (S = aiail) Caglss
Making Variable Costs = ( 630 +1095 + 300 ) * X
Making Fixed Costs = 825*10000 = $ 8250000

Buying Variable Costs = 2400 * X
Buying Fixed Costs = 8250000 — 1500000 = $ 6750000

Solution:

(2025 * X ) + 8250000 = (2400 * X ) + 6750000
2400 X — 2025 X = 8250000 — 6750000
375 X = 1500000

1500000
X = e —————— = 4000 PaI’tS
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Example (2) :

A company produce cell phones and need the part (LX2) in the
production. The total quantity needed 100000 parts currently and the
company produce this parts inside the company according to the
following costs for produce the part:

-Direct materials  $ 200
-Direct labor $100
-Variable M.O.H  $100
-Fixed M.O.H $175
The management of the company was thinking to buy this parts
from out supplier by $400 for part plus $50 shipping fees.
Required:
Will you advice the management to buy this parts in the following
independent cases:
1-All fixed M.O.H will remain the same
2-60% of fixed M.O.H will saved
3-10% of fixed M.O.H will saved with rent the capacity of
production by $9000000

Solution :
1-

Details Buy Make
Purchasing Cost 45 000 000 -
Direct material - 20 000 000
Direct labor - 10 000 000
Variable M.O.H - 10 000 000
Fixed M.O.H 17 500 000 17 500 000

Total 62 500 000 57 500 000

My advice to the management of the company to manufacture the

parts inside the company.




Details Buy Make
Purchasing price 45 000 000 -
Direct material - 20 000 000
Direct labor - 10 000 000
Variable M.O.H - 10 000 000
Fixed M.O.H 7000000 17 500 000

(40% )
Total 52 000 000 57 500 000

| advise the company to buy the parts from the external supplier
because it will save costs by $ 5500000

3-

Details Buy Make
Purchasing price 45 000 000 -
Direct material - 20 000 000
Direct labor - 10 000 000
Variable M.O.H - 10 000 000
Fixed M.O.H 15 750 000 17 500 000

(90%)
+ Opportunity Cost - 9000000

Total 60 750 000 66 500 000

| advise the company to buy the parts from the external supplier
because it will save costs by $5750000




Homework

Mills and Vines just received a bid from a supplier for 6000 motors per
year used in the manufacture of electric lawnmowers. The supplier
offered to sell the motors for $88 each. Mills and Vines’ estimated
costs of producing the motor are as follows:

Direct materials $40
Direct labor 20
Variable overhead 20
Fixed overhead 64

Prior to making a decision, the entity’s CEO commissioned a special
study to see whether any decreases were possible in fixed overhead
costs. The entity would avoid two set-ups, which would reduce total
spending by $10 000 per set-up. One inspector would be laid off at a
savings of $28 000. A person in materials handling could also be laid
off at a savings of $20 000.

Engineering work would be reduced by 500 hours at $15 per hour.
Although the work decreases by 500 hours, the engineer assigned to
the motor line also spends time on other products.

Required
Determine whether the motor should be produced internally or
purchased from the supplier.
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Example 1 :

Bicto Company produce five products (A, B, C,D, and E ) and the
company have only 7500 labor hours from one of the types of skilled
workers . The following data for the five products for the next period :

Products | Demand | Hours per | Variable cost per | Selling
unit unit Price
A 250 unit | 5 Hours $ 30 $ 45
B 750 unit | 4 Hours $ 25 $ 45
C 600 unit | 3 Hours $ 28 $ 40
D 300 unit | 4 Hours $ 32 $ 50
E 450 unit | 5 Hours $ 32 $ 60

The total fixed costs for the company are $15000




Required :

1-Distribute the available hours to the five products in a way that
achieves the highest profit for the company.

2-Calculate the company's profit according to the optimal plan.

& i1 133 58 siall Jandl ol g8 JUal) B 3 sinal b LAl 2 yal  Jal
aAld g o

1

&LAS}@‘\}.\MCAAJGJAJMCuyg\ﬁjm“_\buungswcuwa_}jw\

(250*5) + ( 750*4 ) + ( 600*3 ) + (300*4) + ( 450*5 ) = 9500 hours
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Products| S.P | V.cost | C.MPer | Hours | C.M | Ranking
per unit unit for unit | Per gl
hour
A 45 30 15 5 3 5
B 45 25 20 4 5 2
C 40 28 12 3 4 4
D 50 32 18 4 4.5 3
E 60 32 28 5 5.4 1
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Optimal Plan

Products Demand | Hours per unit Total Hours
E 450 unit 5 Hours 2250 Hours
B 750 unit 4 Hours 3000 Hours
D 300 unit 4 Hours 1200 Hours
C 350 unit 3 Hours 1050 Hours
A - - -
Total Hours 7500 Hours

el Adadll (38 9 A4S AN Ay ) Hluiial-2
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b LSy ¢ Al
Products Units C.Mperunit| Total C. M
E 450 28 12600
B 750 20 15000
D 300 18 5400
C 350 12 4200
Total Contribution Margin $ 37200
-Total Fixed Costs $ (15000)
Net Profit $ 22200




Example 2 : The following information for Al-Diwaniyah industrial
company which produce and sell four products for the current year :

Information Product | Product | Product | Product
A B C D

Expected Sales 3000 1000 2000 4000 unit
Selling Price ($) 50 80 60 60
V. Cost per unit 60% 75% 80% 75%
Percentage
Raw Material per
unit ( Kgs. ) 8 0 3 >

If you know that total fixed costs was $ 41000 and the available
quantities of raw materials only 20000 Kilograms .

Required :

1-Find the optimal allocation plan for raw materials on products .
2- Calculate the profit for the company according to the optimal plan .

Solution :
ZLUU 4 g1 Balal) S o2 L 3gaaal) yuaisl)
1-
Products| S.P | V.cost | C.M Per | Quantity | C.M | Ranking
per unit|  unit per unit | Per s il
kgs
A 50 30 20 8 2.5 4
B 80 60 20 6 3.3 2
C 60 48 12 3 4 1
D 60 45 15 5 3 3




Optimal Plan

Products Sales Hours for Total Kgs
Volume unit
C 2000 unit 3 kgs 6000 kgs
B 1000 unit 6 kgs 6000 kgs
D 1600 unit 5 kgs 8000 kgs
A - - -
Total 20000 Kgs
2
Products Units C. M perunit| Total C. M
C 2000 12 24000
B 1000 20 20000
D 1600 15 24000
Total Contribution Margin $ 68000
-Total Fixed Costs $ (41000)
Net Profit $ 27000




Homework

1- A company produces two products and the company has only 36000
labor hours during the period, if you know that the production of the
unit of the first product requires three hour and the second product
requires two hours and the following data on the two products:

Data Product A Product B
Demand ( units) 10000 5000
Selling Price $ 60 $ 50
Variable Cost per unit ($):
Direct Material 13 14
Direct Labor 8 4
F.O.H 6 2

Total 27 20

Required :

1- What's the optimal plan for allocating available hours on
products?

2- Calculate the profit of the company according to the optimal plan
of allocation if you know that total fixed costs are $175000




2.

A company produces three products and it has only 40000 Kilograms from the
raw materials during the period and the following data on the products:

Data X Y Z

Demand (' units) 5000 4000 3000
Direct Material per unit ($) 1.5 2.5 2
Direct Labor ($) 1 1.5 1
M.O.H ($) 0.5 1 1
Quantity per unit ( Kilo) 3 4 8
Selling price ($) 6 7 10

Required :

1-What's the optimal plan for allocating available raw material on products?

2-Calculate the profit of the company according to the optimal plan of
allocation if you know that total fixed cost are $13500
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Example 1 A Company has three production lines (A, B, and C)
and the following data on the three lines :

Data Line A Line B Line C Total
Sales revenue | 300 000 175 000 150 000 $ 625 000
Variable costs | 150000 73500 82500 $ 306000
Fixed costs 85000 70000 72500 $ 227500

The management of the company is thinking to eliminate ( Closing )

the line (C) because of losses .

Required :

What was your advice in the following Cases:
1-Eliminate (C) with saving $ 51500 from the fixed costs.
2-Eliminate (C) with saving $ 51500$ from fixed costs and can rent
the capacity of (C) by $ 25000.




Solution :
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1-

Income Statement

Data All Production Lines | Only Lines A and B
With (C) Without (C)
Sales Revenue 625000 475000
-Variable Costs (306000) (223500)
=Contribution Margin 319000 251500
-Fixed Costs (227500) (176000)
=Net Profit $ 91500 $ 75500

48lay pde g ( C ) ‘ﬁtb\ﬁ\ Lall e @y JY daall D) eV e
It is better for the company not to closing - shut down the e

production line C

?-
Income Statement
Data All Production Lines | Only Lines A and B
With (C) Without (C)

Sales Revenue 625000 475000
-Variable Costs (306000) (223500)
=Contribution Margin 319000 251500
-Fixed Costs (227500) (176000)
Opportunity Cost (25000)

=Net Profit $ 66500 $ 75500

C

(C) AW haall calgy) a5 A Joadl ey AeY) @
It is better for the company to closing - shut down the production line




Example 2:
GBX Company has four lines of production according to the following
data for the next period ( Amounts by thousands of dollars ):

Data Line A Line B Line C Line D
Sales revenue 1100 900 1200 500
Variable Costs 400 550 930 410
Direct Fixed Costs 280 320 140 110
General Fixed Costs 80 90 120 50

The management thinking to closing the lines (B) or (D).

Required: What was your advice to the management of this company
in the following Cases:

1-Closing the line (B) .

2- Closing the line (D).

Solution :
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1- Closing the line (B)

Income Statement

Data Line A Line C Line D Total

Sales revenue 1100 1200 500 2800

-Variable Costs 400 930 410 (1740)

= Contribution Margin 700 270 90 1060

-Direct Fixed Costs 280 140 110 (530)
-General Fixed Costs 80 120 50 (250+90)

Net Profit $190




2- Closing the line (D)

Income Statement

Data Line A Line B Line C Total

Sales revenue 1100 900 1200 3200

-Variable Costs 400 550 930 (1880)

= Contribution Margin 700 350 270 1320

-Direct Fixed Costs 280 320 140 (740)
-General Fixed Costs 80 90 120 (290+50)

Net Profit $ 240

My advice to the management of this company to closing the line D




1-

Homework

The income statement information for Kallapur and Trombley Cotton

Growers follows:

Information Premium Regular Fancy
Sales units 100 100 100
Sales Revenue 2200 1600 1800
Variable Costs 1400 1000 1080
Production Line Fixed 640 725 520
Costs
Allocated Fixed Costs 90 80 105

Required

1-Which products should the company emphasis?

2-Should the company drop Regular ?(assuming no changes in

demand for other products). Show how operating income would
change if Regular were dropped.




2-Bed & Bath, a retailing company, has two departments, Hardware

and Linens. The company’s most recent monthly contribution format
iIncome statement follows:

Data Hardware Linens Total
Sales ($) 3000000 1000000 4000000
Variable Expenses 900000 400000 1300000
Fixed Expenses 1400000 800000 2200000

A study indicates that $340000 of the fixed expenses being charged to
Linens are sunk costs or allocated costs that will continue even if the
Linens Department is dropped. In addition, the elimination of the

Linens Department will result in a 10% decrease in the sales of the
Hardware Department.

Required: If the Linens Department is dropped, what will be the
effect on the net operating income of the company as a whole?
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Q1The following data for a company about maintenance costs and sales
volumes for five months:

Months 1 2 3 4 5
Volumes - units 11000 21000 19000 26000 14000
Costs ($) 16000 21000 19000 25000 17500

Required : Determine the fixed and variable costs for each month by using High
& Low method and formulate the costs function for the company.

Q2 Answer the following independent two cases :
1- The sales volume for ABC Company was 6000 units and the variable cost per

unit was $30 ( equal to 60% from the selling price ) and the total fixed costs are
$150000 . Calculate the net profit for the company ?

2- If the selling price is $20 for the current period and the variable cost per unit
Is $14 and the total fixed costs are $12000 . Then in the next period the fixed
costs are increased by $3000, What is the effect of this increase on the break-

even point in units and dollars ?




Q3The following data for a company about maintenance costs and sales
volumes for five months:

Months 1 2 3 4 5
Volumes - units 11000 21000 19000 26000 14000
Costs ($) 16000 21000 19000 25000 17500

Required : Determine the fixed and variable costs for each month by using High
& Low method and formulate the costs function for the company.

Q4 Answer the following independent two cases :

1- The sales volume for ABC Company was 6000 units and the variable cost per
unit was $30 ( equal to 60% from the selling price ) and the total fixed costs are
$150000 . Calculate the net profit for the company ?

2- If the selling price is $20 for the current period and the variable cost per unit
Is $14 and the total fixed costs are $12000 . Then in the next period the fixed
costs are increased by $3000, What is the effect of this increase on the break-

even point in units and dollars ?

Q1The following data for a company about maintenance costs and hours for six
months:

Months 1 2 3 4 5 6

Costs 22000 14000 26000 18000 20000 30000

Hours 8000 4000 10000 6000 7000 12000

Required :
Determine the fixed and variable costs for each month and formulate costs

function for the company by using High & Low method.

Q6 Answer the following independent two cases :

1-Sales revenues of a company $1000000 and net profit after tax $30000 and
contribution margin ratio 30%. What is the amount of fixed costs and the
amount of tax if you know that the tax rate is 40% ?




2- A Company manufactures and sells product . Currently 500000 units are sold
at $5 per unit. Fixed costs are $600000 and variable cost was $3 per unit.
Calculate the current profit for the company.

Q7/The following data for a company about maintenance costs and hours for six
months:

Months 1 2 3 4 5 6

Costs 22000 14000 26000 18000 20000 30000

Hours 8000 4000 10000 6000 7000 12000

Reguired :
Determine the fixed and variable costs for each month and formulate costs

function for the company by using High & Low method.

Q8Answer the following independent two cases :

1-Sales revenues of a company $1000000 and net profit after tax $30000 and
contribution margin ratio 30%. What is the amount of fixed costs and the
amount of tax if you know that the tax rate is 40% ?

2- A Company manufactures and sells product . Currently 500000 units are sold
at $5 per unit. Fixed costs are $600000 and variable cost was $3 per unit.
Calculate the current profit for the company.

( Group A)

Pixel company produces three products (A, B and C) as follows:
-Product (A) : Expected sales volume 5000 units , Selling price $16 and variable
cost per unit percentage 75%.

-Product (B) : Expected sales volume 6000 units , Selling price $20 and
variable cost per unit $15

-Product (C) : Expected sales volume 4000 units , Selling price $15 and
variable cost per unit $11

-Total fixed cost for the company $55000




- The unit produced from product ( A) require 3 kilograms from the raw
material , and product ( B ) require 4 kilograms , and product ( C ) required 5
kilograms , And the available quantity from the raw material during the period
only 50000 kilograms.

Required :
1- Calculate the break-even point for the company and the products in dollars.

2-Find the optimal plan to allocate the available raw material on the products .
3- Calculate the profit of the company according the optimal plan.

Good luck for all of yow

(Group B)
Kaizen company produces three products ( X, Y and Z) as follows:

-Product (X) : Expected sales volume 8000 units , Selling price $30 and variable
cost per unit $ 20

-Product (Y) : Expected sales volume 6000 units , Selling price $24 and
variable cost per unit percentage 75%

-Product (Z) : Expected sales volume 10000 units , Selling price $28 and
variable cost per unit $20

-Total fixed cost for the company $60000

- The unit produced from product ( X) require 4 hours from the labor hours , and
product ( Y ) require 5 hours , and product ( Z) required 6 hours , And the
available labor hours during the period only 100000 hours.

Required :

1- Calculate the break-even point for the company and the products in dollars.
2-Find the optimal plan to allocate the available labor hours on the products .

3- Calculate the profit of the company according the optimal plan.

Good luck for all of you

(Group A)
Q1A company produce and sell three products, The following data
about the sales volume and selling prices for the products :
Product ( X) 600 units by 50 $ per unit
Product ( Y) 400 units by 100 $ per unit
Product (Z) 500 units by 80 $ per unit
If you know that variable cost per unit equal to 80% , 70% , and 75%

\




respectively for the products and the total fixed costs are 24258 $.

Required :

1- Prepare the income statement for the company and calculate the
break-even point in units for the company and the three products.

2- If you know that the unit produce from all products require four
kilograms from the raw material and the company have only 5000
kilograms , What was the optimal plan to allocate the available raw
material on the three products ?

Good luck for all of yow

(Group B)
Q1A company produce and sell three products, The following data
about the sales volume and selling prices for the products :
Product ( A) 1000 units by 15 $ per unit
Product ( B) 3000 units by 20$ per unit
Product (C) 4000 units by 25 $ per unit
If you know that variable cost per unit equal to 60% , 70% , and 75%
respectively for the products and the total fixed costs are 24200 $.

Required :

1- Prepare the income statement for the company and calculate the
break-even point in units for the company and the three products.

2- If you know that the unit produce from all products require three
hours from the labor hours and the company have only 12900 labor
hours , What was the optimal plan to allocate the available labor hours
on the three products ?

Good luck for all of you
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Q1] Answer the following independent two cases :

1- The sales volume for ABC Company was 5000 units sold by $40 per unit and
the variable cost per unit equal to 60% from selling price and the total fixed

costs are $100000 . What was the net profit for the company ?

2- If the selling price is $26 for the current period and the variable cost per unit
Is $ 20 and the total fixed costs are $12000 . Then in the next period the fixed
costs are increased to $15000, What was the effect of this increase on the

break-even point ?

()2 The following data for a company about maintenance costs and sales
volumes for five months:

Months 1 2 3 4 5
Volumes - units 10000 21000 19000 26000 14000
Costs 16000 21000 19000 24000 17500

Required : Determine the fixed and variable costs for each month by using
High & Low method and formulate the costs function for the company.

Q3 ABC Company provide you the following information :

1- Expected sales revenue $500000




2- Expected sales volume

20000 units

3- Expected total variable costs  $320000

4-Total fixed costs

Required

$90000

4-  Compute the breakeven point in units and dollars .

5-  If the company aimed to achieve net profit $45000 . What was the target

sales volume for this net profit?

Q4 A company produces three products and it has only 40000 Kilograms from
the raw materials during the period and the following data on the products:

Data X Y Z

Sales Volume 5000 4000 3000
Direct Material Cost Per Unit 1.5 2.5 2
Direct Labor Cost 1 1.5 1
F.O.H 0.5 1 1
Quantity per unit ( Kilo) 3 4 8
Selling price 6 7 10

Required :

1-What's the optimal plan for allocating available raw material on products?
2-Calculate the profit of the company according to the optimal plan of

allocation if you know that total fixed cost are $13500

Q5 A company produces two products as follows:

Data Normal Super

Sales Volume - Units 10000 6030
Sales Revenue (3) 153000 147000
Variable Costs () 91200 58800

The total fixed costs for the company are $ 125000

Required Prepare the Income Statement for the company and calculate the

Breakeven point in Dollars for the company and the products.




Q1 A company produces two products as follows:
-Product (1) : Selling price $16 and variable cost per unit percentage 75% from
the selling price.

-Product (2) : Selling price $20 and variable cost per unit $15

-Total fixed cost for the company $55000

Required :

1-What's the profit of the company if sales volume for the first product
was 10000 units and 12000 unit for the second product ?

2-1f the variable cost per unit for the two products decreased by 10% .
Calculate the new profit of the company .

2 A company produces three products and the company has only 25000 labor
hours during the current period, if you know that the production of the unit of
the three products requires two hour , the following data on the products:

Data A B C
Demand (units) 8000 4000 5000
Selling Price 40 40 50
Direct Material 15 12 20
Direct Labor 10 8 15
F.O.H 4 3 5
Total fixed cost are 175000 $
Required :

3- What's the optimal plan for allocating available hours on products?
4- Calculate the profit of the company according to the optimal plan of
allocation .

Q3| Answer the following independent two cases :

1-The contribution margin per unit is $5 and the total fixed costs are
$12000 and the company desires to achieve net profit of $8000 . Compute
the desires sales volume .

2- The costs of production per unit ( Direct Material $10 , Direct Labor $6 ,
F.O.H $3) . If you know that total fixed F.O.H $21000 and total
administrative cost $13000 . What's the net profit of the company is sales
volume 7000 units sold by $26 per unit?




Q4 The following data for a company about power costs and sales volumes for

five months:
Months 1 2 3 4 5
Volumes 9000 10500 9500 14000 7000
Costs 8000 10500 9500 15000 8000
Required :

Determine the fixed and variable costs for each month and formulate the costs
function for the company by using High & Low method.

Q5 A Company produces and sells three products A , B, C, and the following
data for the products:

Data A B C
Variable Cost Per Unit ($) 210 350 390
Selling Price ($) 300 450 540
Sales VVolume ( units ) 5000 4000 3000

If you know that total fixed costs are $900000.

Required: Prepare Income Statement for the company and Calculate the
break-even point for the company and products in units .

Q1 A company produces two products and the company has only 37000 labor
hours during the period, if you know that the production of the unit of the first
product requires three hour and the second product requires two hours, the
following data on the two products:

Data Y Z

Sales Volume 10000 5000
Selling Price 60 50

Variable Cost per unit :
Direct Material 13 14
Direct Labor 8 4
F.O.H 6 2
Required :

5- What's the optimal plan for allocating available hours on products?




6- Calculate the profit of the company according to the optimal plan of
allocation if you know that total fixed costs are $175000

2| The following data is for ABC Company:

Sales revenue $600000, Sales volume 200000 units, Total variable costs
$300000, Total fixed costs $150000.

The management believes that it can increase the profit if the selling price is
decrease by $1.

Required :
3- What is the current break-even point in units?

4- What is the number of units to be sold by the new price to achieve profit
$75000 ?

Q3 The following data for a company about maintenance costs and hours for
six months:

Months 1 2 3 4 5 6

Costs 22000 14000 26000 18000 20000 30000

Hours 8000 4000 10000 6000 7000 12000

Required :
Determine the fixed and variable costs for each month and formulate costs
function for the company by using High & Low method.

Q4| Answer the following independent two cases :

1-Sales revenues of a company $1000000 and net profit after tax $30000 and
contribution margin ratio 30%. What is the amount of fixed costs and the
amount of tax if you know that the tax rate is 40% ?

2- A Company manufactures and sells product . Currently 500000 units are sold
at $5 per unit. Fixed costs are $600000 and variable cost was $3 per unit.
Calculate the current profit for the company.

Q5 A Company producing and sells three products ( X, Y , Z ) and the
following data for the three products during the current period




Data X Y Z
Sales Volume 1500 6000 7500
Selling Price 150 225 270
Variable Cost Per Unit 105 180 195

- The total fixed cost are $ 450000

Required :

1-Prepare the Income Statement for the company.
2- Calculate the break-even point in units for the company and for each product.
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