1. Use the following information to answer questions 1-5.
Abbott Company sells desks at $480 per desk. The variable costs are $372 per desk. Total fixed costs for the period are $456,840. The breakeven point in units is ______________.
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Question 2 

1. The break-even volume in dollars is ________.
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Question 3 

1. If Abbott desires an additional pretax profit of $50,000 more, the new breakeven point in units will be ______________.
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Question 4 

1. If Abbott desired an additional after-tax profit of $50,000, how much pretax profit would they need to generate. Assume a tax rate of 40%.
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	A.
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Question 5 

1. If Abott desires an after-tax profit of $50,000 (you calculated this above), the new breakeven point in units would be __________________.
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Question 6 

1. Use the following information to answer questions 6-8.
Yellow Stone Corp has the following Contribution Margin Income Statement:

Yellow Stone Corp
Contribution Margin invcome Statement
	 
	Unit Price
	Total

	Sales
	$480.00
	$2,400,960

	Variable Costs
	$372.00
	$1,860,744

	Contribution Margin
	 
	$540,216

	Less Fixed Costs
	 
	 $456,840

	Total Income Before Tax
	 
	 $????????


Based on the information, the Total Income Before Taxes would be ___________________.
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	A.
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Question 7 

1. At the level of activity in the proceeding example, Yellow Stone Corp. would have a leverage factor of:
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Question 8 

1. Based on the leverage factor and Yellow Stone's current level of activity, a 10% increase in sales would result in an increase of $ __________ of Income Before taxes.
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	A.
	$45,000
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	B.
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	C.
	$60,000
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Question 9 

1. A cost-volume-profit graph has a line for ________ and a line for ________.
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	A.
	revenues; variable costs only
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	B.
	revenues; fixed costs only
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	C.
	revenues; total costs
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	D.
	net profit; net loss
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Question 10 

1. On a cost-volume-profit graph, at the point where the Total Revenue line intersects the Total Cost line, ________.

	[image: image37.wmf]
	A.
	net income is positive
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	B.
	net income is negative
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	C.
	net income is zero
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	D.
	not enough information is given
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