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BREAK-EVEN ANALYSIS

What is break-even Analysis?
Break-even analysis is a valuable tool that provides management with the information needed to make important operation decisions.  Break-even analysis estimates the sales level needed for your shop to cover all expenses, or generate a profit of zero.  This tool can be used to analyze your business as a whole or to analyze decisions regarding facility additions, equipment acquisitions, administrative staffing or additional services offered.  This information represents a powerful management tool that should be used prior to any substantial capital expenditures.  

Why Calculate break-even?
Knowing the sales volume needed to break-even enables you to determine if the market can support that acquisition.  It also allows you to calculate sales volume needed to generate on acceptable profit on your investment.  By knowing this sales volume, marketing strategies can be developed to help generate the needed sales.

Formulas:
	Fixed Costs
	(
	Gross Profit %
	=
	Break-even sales

	Break-even sales
	(
	Average R/O Value
	=
	# of cars monthly

	# of cars monthly
	(
	20 work days per month
	=
	# of cars daily


Example:

$10,000 (Fixed Costs) ( 40% (Gross Profit %) = $25,000 (Break-even sales)


$25,000 (Break-even sales) ( $1,000 (Ave. R/O Value) = 25 (Cars monthly)


25 (Cars monthly) ( 20 (Work days per month) = 1.25 (Cars daily)

Worksheet:

__$ __________       (        ________%__
        =      __$ __________


    Fixed Costs                      Gross Profit %  
                Break-even sales


__$ ___________     (      __$ ___________        =     _______________   


 Break-even sales               Avg. Repair Order
     # of cars monthly


______________      (    ________________       =     _______________   


# of cars monthly 
  20 work days per month
        # of cars daily

