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Example

▪ The Fine Distributors is a trading 

firm. It provides you the following 

data:

▪ Actual sales: $75,000

▪ Margin of safety: $15,000

▪ Calculate break-even sales of Fine 

Distributors.
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Solution

▪ Margin of safety = Actual sales –

Break-even sales

$15,000 = $75,000 – Break-even 

sales

Break-even sales = $75,000 –

$15,000

Break-even sales = $60,000
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Time for the 
assessment…
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What is Margin of Safety if Sales is 20,000 units and B.E.P is 15,000 units.

a) 35,000 units 

b) 5,000 units

c) Rs 5,000

d) Rs 35,000



Summary
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Margin of safety



References…

• https://www.accountingformanagement.org/margin-of-safety/

• https://corporatefinanceinstitute.com/resources/knowledge/finance/margin-of-safety-formula/
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