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polnts.
Tor Hall nas racenty opened Sheor Elegance, Inc. a store specaizing in fashionabie stockings.
s, Hall has st comoieted a course n manageral ccounting. and sho belives that she can apply
cortin aspects of e course 1o hor busress. Sha & paricLlarly interosiod in adopling e cost.
Volume o1t (CVP) appraach to decsion making. Thus, she has prepared tne folowng analyss:

‘Sales prics por pairf stockings s4s00
Varibie expenss per pair o stockings 18.00
Contrbuton margi prpairof stockings S 279
Fxad oxpanse por year:
Buiding rental 5 1130
Eaupmant dspraciston 203
cans 8350
Admnistatie s
Total xed expense o =

Required:

1 Row many pairs of stoskings must be s0c 1o braak even? What doss tns represent n totaldolar
sales? (Round "por unit” values o 2 decimal places and final answers (o the nearsst whola
Pumber. Do not round other Intarmadiats calculations. Ot the "S" £ign in your response.)

Broakaven ot in unit saes. oais.
Broakoven pointin dolarsales S

3. How many paifs of stockings must 5e soid o eam a 8,000 target poft or the st year? (Round
tho cost par unit o 2 docimal places and final answer (o the nearst wholo number. Do not
Found other infermediata calculstions.)

Unit ssles o attain targat proft pais.

4. Ns. Hall now has one ful-ime and one partimo saiesperson working i the store. I wil cost nor
an additonal $13.200 per year lo convert e partiime poslon o & fulimo posiien. M. Hall
baloves tnat the change would brng in an adaiional $29,000 in sales each year. Snould she
Sanver ne posin? Usa tha meramental aparocn

N
Yes
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5. Refarto the orginaldata. Actual operating rasuts for the fst year re as faows:

. 135000
Varabie expenses 54,000
Contrbuton margin 1,000
Fed sxpanses 56,700
Net operatng ncome 524300

2. Whatis the stor's dagros of operating everage? (Round your answer to 2 docimal places.)
Dagree of operating leverage

b. M. Hall s confident that with some effot she can ncrease ssles by 23% next year. What
WUl be the expacted parceniage ncrease I net Spersting mcome? Use e dsqres of
operating leverage concep 1o compute your answer. (Round your intermediats calculaions.
and final answer to 2 decimal places. Omit the " sign In your rosponse.)

Expacted porcantage increase in nat perating

income i
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Tyrene Products manufactures rocroatonal seufpment. One of the compary’s products, a
skaloboard, sells for $30. Tha skaloboards. are manufacturas n an aniquaied plant that reies
heaviy on Grect labor workers. Thus, variable costs are nign, toaing S21.00 per skateboard of
When 70% & arect aor sos,
‘Over tne past year e company soid 53,000 skalsboards, wi the folowing operatng rasuls:

Saes (52.000 sataboarts) 51590000
Varatie sxpansas 1113000
Contrauton margin ez
Frod sxpenses s
Net aperstng ncoma s som0

Management s anxious 1o maintan and parmaps ven improve i present evel of incoms from the
Siatsboards.

Roquired:
12.'Compute the CM rati and the break-even point i skatsboards. (Do not round Intormediate
alculations. Round your anawar 1o the naarast whole numbar. Omit the “3" sign In your

response)
Contrbuton margin %
Uni sales o brask svan siateboards

1b. Computo the degras of aperating leverage a last years level of sales. (Round your answer o
2 docimal places.)

Dagree of operating leverage

2. Due to an increase in labor rates, the company sstmates hat variabie costs wil incraase by
$1.50 par skatoboard next year. I this shang takes place and the seing prce per skalsboard
roraing conslant al $30.00, wnat il be 1he new CM ratio and the now break-oven paint
Skateboards? (Round. your iniarmediata calculations and tha “Contribution margin® anawer

102 decimal places and other anawer to the nearest whals number. Omit the
your rosponse)

Contrbuton margin %

Uni sales o brask svan siateboards

3. Rofor o the data n (2) above. I the expected shange in varabie costs takes place, how many
Skaloboards i have o ba sod next year lo oam the samo nol operatng income, $90,000, a5
st year? (Do not round Intarmediate calculations. Round your answer to the naarest whota
mumber)

Numberof sataboards
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4. Refer again to the data in (2) above. The president has decided that the company may have o
rise the sefing price of 1 skalaboards. Il Tyrene Products wanis {o maintain the Same CM raio
st yaar, wnal seling orce per Skaleboars must A charge next year lo cover i Moreased
abor caste? (Do not round Intarmediate caloulations. Round your answer 1o 2 decimal
places. Omit e "$" sign In your response.)

Saling prce s

5. Rofor 1o the original data. The compary is considering the construcion of a now, automated
plani. The now-piant would sasn variable costs by 20%, 50t  would cause faed costs o
Incroase 5y 2% 1f he naw plant ' U, what would be tho company’s new CM raii and new
broakeven point in- skateboarss? (Round  your inlormodiate caiculations and th
“Coniribution margin® answer (o 2 decimal places and olher answer 1o the nearest wholo
number. Omit the %" sign in your response.)

Contrbuton margin %
Uni sales o brask svan siateboards

6. Refarto the data in (5) sbave.

2. 1 1he now plant s buit, how many skateboards wil have to be sod noxt year (o ear the same
et operatng income, $99,000, as last yoar? (Do not round Intarmediato salculations
Round your anawar & the nearast whols number)

Numberof sataboards

b-1.Assums that the new plant & constucted and that next year the company manufactures and
e 53,000 skatanoards (e same numoer as sad ast ysar) Pragare 8 contrbuton format
incom statement.(input all amounts as posiiive values sxcopt ossss which should bo
indicatod by minus sign. Ot ihe "$" sign in your response.)

Contrbution incame Statement.
(Ciok o seiec) B s
(Ciok o seiea)

(Ciok o seiea)
(Ciok o seiea)

= s

& Computs e degres o apertng verage. (Round your snewer o2 desimal lsces )

Dogres of operatng
leverage




