Break even calculation practice
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Emily expects her fixed costs to increase by 10% this year and her variable costs to
increase by 5%. She expects to sell the same number of frames and does not intend
to increase her prices.

(e) Calculate her profit for this year. 3]
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A few years ago Ella James started her business making orgaric Soups in her own kitchen
which she sold to friends and neighbours. As the business grew she started o sell her soups ©o
local shops and she has now reached the stage where she can no longer manage in her own|
Kichen and she needs to move into a purpose buil factory. When she moves she infends to|
‘employ two people to help her, even though she il intends fo operate as a sole irader.

Ella has retained some profi from previous years but will need {o raise some addtional finance |
in order to purchase the factory and the new machinery that she requires.
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Ella has calculated that her monthly fixed costs will be £1800. She selis her soup for £115 a|
carton.

‘The variable costs per carton are

raw materials  45p
Tabour 200

(b) Calcuiate her breakeven output per month (show your workings). @
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Ella estimates her annual sales for next year wil be 50000 cartons of soup.

(©) Calculate her estimated proft or loss for next year Bl
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Emily Miller has started her own business making picture frames. Her fixed costs are
£12 000 a year and her variable costs are £4 per frame. Last year she sold 2 500

frames at £10 each.

(a) State the difference between fixed and variable costs. 2
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(b) Calculate the contribution per frame. 2
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(c) Calculate Emily’s break-even output. 2
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(d) Calculate her profit for last year. 2




