
 

 Break Even Point

(Revnues) (Costs)

(Meaning of Break Even Point) :- 

 

‘‘

’’ 

The Berak Even Point is that Point of sales volume where total revenues 

and total expenses are equal, it is also said as the Point of zero profit or 

zero loss’’  - Charles T. Horngren  

2) . ‘‘

’’ 

 

 ‘‘E-eak-Even-Point is that point at which sales revenue equal the cost to 

make and sell the product and neither profit nor loss is reported.’’ 

 



 

 

   (+) 

 (-) 

   1,000    6,000   4,000    2,000     4,000   -2000 

   1,500    9,000   6,000    3,000     4,000  -1000 

   2,000  12,000   8,000    4,000     4,000   Nil 

   2,500  15,000 10,000    5,000     4,000  +1000 

   3,000  18,000 12,000    6,000     4,000  +2000 

 

,

(Computation of B.E.P) :- 

(Algebraic Method)  

2) (Chart Method)

(Algebraic Method) :- 

(B.E.P in Units)

(B.E.P in Rupees)

(B.E.P Capacity)



(B.E.P Ratio)

(Composit B.E.P) 

Formula:- 

1) 

      
  

     

 
           

                                

Or,   
  

 

Or,   
           

                 
 

Where, 

Contribution P.U. = SP P.U. – VC P.U. 

2) 

a) . (SP) (VC)

      
        

                 
  

         Or,    

B.E.P   =  B.E.P in units x SP 

b) 

      
        

     
Or,   

      
       

 
       

B.E.P = Actual Sales-Margin of Safety 

          FC =  Total Fixed costs 

            VC = Total Variable Costs 

             SP = Total Selling Price 

             C = Contribution 



3)  

Capacity B.E.P  
              

                       
                          

Capacity B.E.P  
            

                     
           

4) (B.E Ratio)

B.E. Ratio  
           

             
      

5) 

CompositB.E.P 
        

                  
 

Composit B.E.P  
                               

                       

c) 

P/v Ratio   Ratio contribution  sales  (Middle) Represent

contribution Ratio  Marginal Inocome Ratio B.E.P 

 

(Profit-Volume Ratio or P/v Ratio) 

1) P/v Ratio  
    

 
                

       

 

2) P/v Ratio  
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(Margin of Safety) 

‘‘

’’

(Importance of Margin Safety)

(Ascertainment of Margin of Safety) 

1)Margin of Safety (units) = Actual sales (units)-sales at B.E.P(units) 

2)Margin of safety (Rs) = Actual Sales (Rs)-Sales at B.E.P(Rs) 

3)Margin of Safety (%)  
                           

            
       

4)Margin of safety when the amount of profit is given: 



Margin of Safety (Rs)  
      

         
  

(uses of B.E.P analysis) 

(Calculation of profit at 
different sales volumes)

a)Profit = SP-VC-FC 

b)Profit = C-FC, where C = Contribution 

c) Profit = (SP X P/v Ratio) –FC 

2)

(Determination of Sales Volume to earn desired Profit)

1) Desired sales (units)  
    

     
 

Where, FC = Total Fixed Cost 

  P   = Profit 

  SP = Selling Price 

  VC = Variable Cost 

2)Desired Sales (Rs),      
    

         
  

3) 

(Caleulation of Selling Price P.U. for a Particular B.E.P)    

SP  
  

     
    

4)



(Caleulation of Sales Volume to offset Price Reduction 

                    
    

      
 

Fc = Total Fixed Costs 

SPn = New selling Price P.u. 

VC = Variable Cost P.U. 

P = Profit 

(uses of p/v Rotio)

1) (Calculoation of B.E.P)

      
  

         

2) (Calculoation of contribution Margin) 

contribution Margin = SP X P/ V Ratio 

3) (Calculoation of Margin of Safety) 

Margin of Safety  
      

         
   

4) (Determination of 
variable cost at any level of sales) 

Vc=SP(1-P/V Ratio) 

5) (Determination of P/L) 

Profit = P/v Ratio (sales –B.E.P Sales) 

6) (Determination 
of sales volume required to offset price reduction) 

New sales volume  
         

             
 

7)



(Determination of sales volume to Produce desired Profit) SP = 
         

          
 

 


