Financial and Managerial Accounting
CVP Analysis Exercises SOLUTIONS

1) Use the following information:
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To calculate:
contribution margin
operating profit
contribution margin ratio
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Breakeven sales, units and $ 
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Margin of safety
	Target sales, units and $
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2) [bookmark: _GoBack]Using the information from question 1), analyze a cost structure adjustment as follows:
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Calculate:
operating profit
breakeven sales, units and $
[image: ]
Based on your analysis, do you recommend this change?
Yes; operating profit increases and breakeven decreases, both changes are favorable.

3) Using the information from question 1), analyze a proposal for an advertising campaign as follows:
[image: ]
Calculate:
operating profit
[image: ]
Based on your analysis, do you recommend this change?
Yes; operating profit increases.
Financial and Managerial Accounting
CVP Analysis Exercises Set 2 SOLUTIONS

1) Use the following information:
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To calculate:
contribution margin
operating profit
contribution margin ratio
breakeven sales, units and $
margin of safety
	target sales, units and $
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2) Using the information from question 1), analyze a cost structure adjustment as follows:
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Calculate:
operating profit
breakeven sales, units and $
Based on your analysis, do you recommend this change?
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I do not recommend the change; profit down and breakeven up.




3) Using the information from question 1), analyze a proposal for an advertising campaign as follows:
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Calculate:
operating profit
Based on your analysis, do you recommend this change?
[image: ]
I do recommend the change; profit up.


image6.emf
Sales price per unit 12.40 $        

Variable costs per unit 6.60 $          

Contribution margin per unit 5.80 $          

Units 24,500         

Contribution margin 142,100 $   

Fixed costs 98,300 $     

Operating profit 43,800 $     

Fixed costs 98,300 $     

Contribution margin per unit 5.80 $          

Breakeven sales, units 16,948         

Fixed costs 98,300 $     

Contribution margin ratio 46.8%

Breakeven sales, $ 210,159 $   
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Sales price per unit INCREASE 0.80 $          

Planned unit sales INCREASE 1,000           

Advertising costs 22,000 $     
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Sales price per unit 13.20 $        

Variable costs per unit 6.15 $          

Contribution margin per unit 7.05 $          

Units 25,500         

Contribution margin 179,775 $   

Fixed costs 134,500 $   

Operating profit 45,275 $     
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Sales price per unit 30.00 $        

Planned unit sales 12,900         

Variable costs per unit 12.70 $        

Fixed costs 145,600 $   

Target operating income 145,000 $   
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Sales price per unit 30.00 $        

Variable costs per unit 12.70 $        

Contribution margin per unit 17.30 $        

Units 12,900         

Contribution margin 223,170 $   

Fixed costs 145,600 $   

Operating profit 77,570 $     

Contribution margin per unit 17.30 $        

Sales price per unit 30.00 $        

Contribution margin ratio 57.7%

Fixed costs 145,600 $   

Contribution margin per unit 17.30 $        

Breakeven sales, units 8,416           

Fixed costs 145,600 $   

Contribution margin ratio 57.7%

Breakeven sales, $ 252,486 $   
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Sales price per unit 30.00 $        

Units 12,900         

Total sales 387,000 $   

Breakeven sales 252,486 $   

Margin of safety 34.8%

Fixed costs 145,600 $   

Target operating income 145,000 $   

290,600 $   

Contribution margin per unit 17.30 $        

Target sales, units 16,798         

Fixed costs 145,600 $   

Target operating income 145,000 $   

290,600 $   

Contribution margin ratio 57.7%

Target sales, $ 503,931 $   
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Variable costs per unit INCREASE 2.40 $          

Fixed costs DECREASE 20,000 $     
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Sales price per unit 30.00 $        

Variable costs per unit 15.10 $        

Contribution margin per unit 14.90 $        

Units 12,900         

Contribution margin 192,210 $   

Fixed costs 125,600 $   

Operating profit 66,610 $     

Fixed costs 125,600 $   

Contribution margin per unit 14.90 $        

Breakeven sales, units 8,430           

Fixed costs 125,600 $   

Contribution margin ratio 49.7%

Breakeven sales, $ 252,886 $   
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Sales price per unit INCREASE 2.50 $          

Planned unit sales INCREASE 800               

Advertising costs 45,000 $     
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Sales price per unit 32.50 $        

Variable costs per unit 12.70 $        

Contribution margin per unit 19.80 $        

Units 13,700         

Contribution margin 271,260 $   

Fixed costs 190,600 $   

Operating profit 80,660 $     
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Sales price per unit 12.40 $        

Planned unit sales 24,500         

Variable costs per unit 6.15 $          

Fixed costs 112,500 $   

Target operating income 60,000 $     
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Sales price per unit 12.40 $        

Variable costs per unit 6.15 $          

Contribution margin per unit 6.25 $          

Units 24,500         

Contribution margin 153,125 $   

Fixed costs 112,500 $   

Operating profit 40,625 $     

Contribution margin per unit 6.25 $          

Sales price per unit 12.40 $        

Contribution margin ratio 50.4%
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Fixed costs 112,500 $   

Contribution margin per unit 6.25 $          

Breakeven sales, units 18,000         

Fixed costs 112,500 $   

Contribution margin ratio 50.4%

Breakeven sales, $ 223,200 $   
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Sales price per unit 12.40 $        

Units 24,500         

Total sales 303,800 $   

Breakeven sales 223,200 $   

Margin of safety 26.5%

Fixed costs 112,500 $   

Target operating income 60,000 $     

172,500 $   

Contribution margin per unit 6.25 $          

Target sales, units 27,600         

Fixed costs 112,500 $   

Target operating income 60,000 $     

172,500 $   

Contribution margin ratio 50.4%

Target sales, $ 342,240 $   
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Variable costs per unit INCREASE 0.45 $          

Fixed costs DECREASE 14,200 $     


