
BUSINESS PLAN FINANCIAL PLAN BREAK EVEN ANALYSIS

The break-even analysis lets you determine what you need to sell, monthly or annually, to cover your costs See Also:
The Key Elements of the Financial Plan .

If you plan to sell more than one product, you will be required to determine a Weighted Average Product Cost.
The costs of buying umbrellas are variable costs. Continue Reading. And, the process of researching and
developing your financial plan will help you gain insight into the inner financial workings of your company.
The analysis requires a single number, and if you build your sales forecast first, then you will have this
number. He still has lots of extra umbrellas, but it will be many months until his business sells them to satisfy
demand. Break-Even Analysis A break-even analysis predicts your sales volume, at a given price, required to
recover total costs. Keep notes of your key assumptions, especially about things that you expect will change
dramatically after the first year. The weighted average selling price would, in turn, be used in the formula to
determine the Break-even Point. Unless Sam can quickly sell the umbrellas, or get a loan, or dip into his
savings, he will have to default on the payment for the large umbrella order. Will you have to pay some
expenses in advance? Be sure to include them in the projections. Creating a break-even analysis will give you
the information you need on profitability. This is especially useful when selling your proposal to investors.
Determine fixed costs: Fixed costs are costs to keep your business operating, even if you didn't produce any
products. Average per-unit sales price per-unit revenue : This is the price that you receive per unit of sales. If
you are using a units-based sales forecast table for manufacturing and mixed business types , you can project
unit costs from the sales forecast table. Instead, you may want to use your regular running fixed costs,
including payroll and normal expenses. If you sell a service, this is what it costs you, per dollar of revenue or
unit of service delivered, to deliver that service. There are variations on break even that make some people
think we have it wrong. When you buy inventory or materials, will you pay in for the materials in advance,
upon delivery, or later? To determine fixed costs, add up the cost of running your factory for one month. This
example is a lesson in the importance of projecting your cash flow needs as well! If you are using the basic
sales forecast table for retail, service and distribution businesses, use a percentage estimate, e. Four-Year
Profit Projection Optional The four-year profit projection is for those business owners that want to carry their
forecasts beyond the first year.


