








XYZ corporation has given the following information on its capacity, sales and
cost :

(i) Current capacity = 100000 units

(i) At current level of operation, its margin of safety is 50% of its break-even
point

(iij) Contribution margin P/V ratio = 25%
(iv) The unutilized capacity at present is 10000 units
(v) Sales price is ¥ 40 per unit

Based on the above information, determine the break-even point in sales
volume, fixed costs, variable costs per unit and margin of safety in units.
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A company is interested in locating a new facility in a target market and would

like to know the most appropriate place in the target market to locate the
facility. There are four supply points A, B, C and D in the locality which will
provide key inputs to the new facility. A two-dimensional grid map of the target
market in which we would like to locate a new facility along with the distance

coordinates of four supply points is shown in the figure below. The annual
supply from these four points to the proposed facility is 200, 450, 175 and

350 tons, respectively :
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(Distance coordinates
are in brackets)

Supply | Coordinates Annual
Points (Units) Supply (tons)
A (125, 550) 200
B (350, 400) 450
c (450, 125) 175
D (700, 300) 350
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Identify the most appropriate point in the grid map to locate the new facility

using centre of gravity model.
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