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	BEP in Units = Fixed Cost / Contribution per Unit
	

	BEP in $ = Fixed Cost / Contribution Margin Ratio
	

	
	
	

	Conntribution Margin Ratio = Contribution / Sales
	

	
	
	

	
	Current Operations
	Marry's Recommendation

	SP per Unit
	40
	38

	Variable Cost
	24
	24

	Contribution Per Unit
	16
	14

	
	
	

	Contribution Margin Ratio
	40.00%
	36.84%

	
	
	

	Fixed Cost
	270000
	294000

	
	
	

	BEP (in Units)
	                       16,875
	21000

	
	
	

	BEP (in $)
	                    675,000
	                         798,000

	
	
	

	
	
	

	Answer b.
	
	

	
	
	

	Margin of Safety Ratio = (Sales - BES) / Sales
	

	
	
	

	
	Current Operations
	Marry's Recommendation

	Sales
	800000
	912000

	BEP (in $)
	675000
	798000

	Margin of Safety
	125000
	114000

	Margin of Safety Ratio
	16%
	13%

	
	
	

	
	
	

	Answer c.
	
	

	
	
	

	
	Current Operations
	Marry's Recommendation

	Sales In Units
	                       20,000
	                            24,000

	SP per Unit
	                               40
	                                    38

	
	
	

	Sales
	                    800,000
	                         912,000

	Less: Variable Costs - $24 per Pair
	                    480,000
	                         576,000

	Contribution
	                    320,000
	                         336,000

	Less: Fixed Costs
	                    270,000
	                         294,000

	Net Operating Income
	                       50,000
	                            42,000

	
	
	

	No, Changes should not be made. Net Income will decrease by $8,000 , if changes or Marry recommendation is Accepted



