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Example 6-1

-If the return on invested capital is 10%, the allowance for taxes,
insurance ...etc is 5% and the rent for space is L.E 1,000. What is
the standing cost of the machine if its price (Pr) is L.E 10,000
and the expected life is 5 years?
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Pa = 10,000 (5+1)/ (2*5) = L.E 6,000
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St =(10,000/5) + 6,000 (0.1-+0.05) + 1,000 = L_E 3,900
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c =TC/Q=FC/Q + VC/Q

c=FC/IQ+v (6-11)
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Example 6-2

Annual fixed costs at a small textile shop are L.E. 120,000. The
variable costs are estimated at 50% of the 110 L.E/unit selling
price. (a) Draw the break-even chart and determine the break-
even point (quantity). (b) What profit or loss would result from a
production volume of 3,000 units/year?
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be = 120,000/ (110-55)=2,181.8 = 2,182 units.
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3,944+ 0.1 Que =2,638 +0.15 Qpe
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2.The annual gross revenue (R) from the manufacture of a certain
product is $ 700,000. Th variable manufacturing costs are 60
percent of the annual gross revenue and the fixed cost per year is
$160,000.

20l
a- $60,000
b- $80,000
c- $ 120,000
d- $ 105,000
e - $115,000

3. Process X has fixed costs of L.E 20,000 per year and variable
costs of L.E 12 per unit, whereas process Y has fixed costs of L.E
8,000 per year and variable costs of L.E 22 per unit. At what
production volume (Q) are total costs of X and Y equal?

(Ans. 1,200 units)
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a. Sketch the break-even chart and determine the break-even
point.

b. Assume an increase of 25% in labor costs and 10% in material
costs and solve the problem again.

Al A1 (1<) ha s f st el o Aghall il jras a grie sV Lelid
S Jaadl e g LS (ally uladlly ¢ L2 4a

Alum. Copper
Cost of wire (P.T /m) 30 40
Cost / connection (P.T) 85 30

Find the average length of run between connections at the break-
even point between aluminum and copper.

7. A small hospital is considering a radiology unit. The fixed
cost per year is LE 140,000. The variable costs for materials
such as film is 2 L.E/case. The price of each service (case) the
radiology wnit performs is L.E. 20. Determine the break-even
volume. (Ans. 7778)
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