Question 1:  Breakeven Point Analysis  

a)  How many units need to be produced to at least breakeven?

(10 points)

Fixed Costs: $9,600 (12) + $140, 000 + $10, 000(12)  =  $375,200
(3pts)
Variable Costs:  $3.00 + $5.00 + $4.00 = $12.00

(3 points)

Selling Price: $15.00

BEP = FC / UC = 375,200/ 3.00 = 125,066.67 units    ( 4points)
b) Using the above information, draw a breakeven diagram and properly label all appropriate points.

(10 points)

**BEP in dollars = 125,066.67 units * 15.00 =  $1,876,000

1 point for drawing diagram












Question 2: Economic Order Quantity   
You are given the following data for the ABC Corporation:

Cost per unit:  $100.00

Annual demand for good:  500,000 units

Cost to place an order:  $50.00
Annual cost to carry inventory:  15%

a)  Calculate the Economic Order Quantity.

(5 points)

EOQ = √ 2(A)(S) / (I)(C)



(1 point)

EOQ =  √ 2(500,000)(50) / (.15)(100)

(2 points)

EOQ = √ 3,333,333.33

EOQ =  1825.74 units



(2 points)

b) If EOQ is used, what would be the annual costs to the company?

(5 points)

500,000 / 1825.74  =  273.86orders

Annual Costs

Cost of units
: 

500,000 * 100
= $50,000,000
(1 point)

Costs to order:

273.86 * 50.00
= $13,693.08
( 1 point)

Costs to carry inventory:
1825.74/2 * .15 * 100 = $13,693.05 (2 points)

Total costs = $50,027,386.13 (1 point)
C) 10 equal instalments instead of EOQ
Cost of units:


500,000 * 100 = $50,000,000  (3 points)
Cost of orders: 

10 * 50.00  =  $500.00   (3 points)
Cost to carry inventory
50,000/2 * .15 *100 =  375,000  (3 points)
Total costs = $50,375,500  (1 point)
Question 5: Ratios



A) Inventory turnover = COGS/ Avg Inventory

8,000,000 / 3,000,000

2.67 times

B) Acid Test Ratio = (CA –(Prepaid Exp. + Inventory)) / CL




3,700,000/ 4,200,000




= .88 times

C) Average Collection Period = A.R. / Avg. Daily Sales




2,000,000 / 76,712.33



 = 26.07 days

  D) Current Ratio = C.A. / C.L. 




8,040,000 / 4,200,000




 = 1.91 times
E) Return on Equity = N.I. / O.E.




3,000,000 / 9,500,000




  = 31.58%
125,066.67





Units Produced (1 point)





$375,200





Fixed Costs (1 point)





Breakeven point (2 points)





Loss (1 point)





$1,876,0000





 Dollars (1 point)





Total Costs (1 point)





Profit (1 point)





Total Sales (1 point)








