Management Accounting I
Case Study: Marian in Uganda SOLUTIONS

Marian is interested in opening a restaurant in Kampala, Uganda.  She has decided to name the restaurant The Somalilander, and will sell typical Somali dishes popular in Hargeisa.  Based on her market research, she forecasts the following customer activity for the second half (July-December) of 2017:
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She anticipates the following operating expenses:
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Additionally, Marian needs to purchase the following equipment for the restaurant:
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All equipment has a five year life and zero salvage value.  In order to fund the investment to open the restaurant, Marian has arranged a bank loan under the following terms:
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And taxes on the company’s profits are calculated at the following rate:
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In preparing here financial plan for the second half of 2017, Marian wants to know the following:
1) What is the sales/contribution margin/operating profit/net income for July-December 2017 (NOTE: this is a six-month period) based on these assumptions?
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2) What is the breakeven sales in units for the second half of 2017?  For this calculation, treat the interest expense as a fixed cost.
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3) If unit sales increase by 30% in the first half of 2018, then by another 20% from first half 2018 to second half 2018, what is projected sales/contribution margin/operating profit/net income for 2018?
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Loan amount 9,500 $            

Interest rate 8.40%
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Tax rate 24%


image6.emf
Sales 50,040 $          

Variable costs 25,958 $          

Contribution margin 24,082 $          

Fixed costs

Depreciation 2,440 $            

Employees 6,720 $            

Rent 2,160 $            

Manager salary 2,760 $            

Electricity 960 $                

Total fixed costs 15,040 $          

Operating income 9,042 $            

Interest expense 399 $                

Profit before tax 8,643 $            

Income tax 2,074 $            

Net profit 6,568 $            
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Fixed costs 15,040 $          

Interest expense 399 $                

Total fixed costs for analysis 15,439 $          

CM/unit 3.85 $               

Customers 4,010                
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Sales 143,114 $        

Variable costs 74,241 $          

Contribution margin 68,874 $          

Fixed costs

Depreciation 4,880 $            

Employees 13,440 $          

Rent 4,320 $            

Manager salary 5,520 $            

Electricity 1,920 $            

Total fixed costs 30,080 $          

Operating income 38,794 $          

Interest expense 798 $                

Profit before tax 37,996 $          

Income tax 9,119 $            

Net profit 28,877 $          
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Customers Probability

5,400                          20%

6,300                          65%

7,200                          15%

Meal price 8.00 $               
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Annual rent 4,320 $            

Annual manager salary 5,520 $            

Monthly electricity 160 $                

Monthly employee salary 280 $                

Number of employees 4                        

Food costs per meal 4.15 $               
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Stove 3,000 $            

Oven 4,200 $            

Dishwasher 2,200 $            

Furniture 8,000 $            

Freezer 1,900 $            

Refrigerator 2,600 $            

Dishes 1,600 $            

Silverware 900 $                


