BREAK EVEN EXAMPLES

Break even analysis

Sunnyside manufactures beach umbrellas, employing casual labour for the manufacturing process. They have forecast the following profit, based on selling 3,000 umbrellas at £10 each.  
	Sales
	
	30,000 

	Materials
	7,000
	

	Labour
	5,000
	

	Rent
	10,000
	

	Advertising
	  3,500
	

	
	
	(25,500)

	Expected profit
	
	   4,500 


1. Which of the above costs are variable costs, and which are fixed costs?

2. What is the contribution per unit?

3. What is the break even point?

4. What is the margin of safety?

5. How many umbrellas will need to be sold if Sunnyside wish to make a profit of £7,500?

