
BUSINESS PLAN FINANCIAL PLAN BREAK EVEN ANALYSIS SAMPLE

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 .

The one we do use is the most common, the most universally accepted, but not the only one possible.
Illustration 2 shows a break-even chart. Rent, insurance and real estate taxes, for example, are usually fixed.
These costs would include rent or mortgage, utilities, insurance, salaries of non-production employees, and all
other costs. Your Selling Price per unit is the price you plan to sell your product for. Prepare a narrative that
details how you reached the account balances on your opening day balance sheet. Variable costs are those
costs associated with making the product or buying it wholesale. There are variations on break even that make
some people think we have it wrong. This is where you crunch all the numbers and get an idea of what it is
required to make your business profitable and successful. And, the process of researching and developing your
financial plan will help you gain insight into the inner financial workings of your company. Your cash flow
projection will show you whether you have sufficient working capital. Having an overall company breakeven
point can help make your case for a business loan. The weighted average selling price would, in turn, be used
in the formula to determine the Break-even Point. If you sell a service, this is what it costs you, per dollar of
revenue or unit of service delivered, to deliver that service. It is okay when done right, can be useful, but not
for all businesses and not for all situations. 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. You should
include a narrative explaining the major assumptions used to estimate company income and expenses, along
with your business profit projections. You should construct a break-even table to show break-even points for
various sales volumes and unit prices for each product. For each item on the projection, determine when you
actually anticipate receiving cash for sales or when you plan to actually write a check for expense items. How
does this affect cash flow? Your sales projections will come from a sales forecast in which you forecast sales,
cost of goods sold, expenses, and profit month-by-month for one year. A balance sheet shows what items of
value the company holds the assets , and what the company owes the liabilities. Illustration 1 shows the
break-even analysis table: Illustration 1: Break-even analysis The break-even analysis table calculates a
break-even point based on fixed costs, variable costs per unit of sales, and revenue per unit of sales. A lender
or investor will probably want to see this information in the financial report section of your business plan. He
still has lots of extra umbrellas, but it will be many months until his business sells them to satisfy demand. A
break-even analysis is the sales level that is required for your business to operate without incurring a financial
loss.


