Break n Point
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ws—au—fd=g &1 312f (Meaning of Break Even Point) :- Ele—g9—fa=g &l
FaqI¥e BH { IUIET I 98 &R eldl &, o R B @1 o fawa R aonr g
AN T 99 Bld ?, 3 39 fag R »H & T @ gar @ iR 9 ' |
Ce—au—fag &1 o IRAEY FfaRad 8-

1) grcd & BFAT & vkl A, “Ee—wa—fwg fasa AT &1 98 fag 7 R W
@A AT AR Hd AI & 81, 39 I oM ¢§ A B &1 fag AN d=ad 217

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) ShamR sefmeflce @ vl & “ds—wia-fi a8 fag @ar @ foa ) fawa
MM a¥ dI IUMfed B a1 fdshd & @NTd & §R1ER 8l AR 9 Bl o 8l 9
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“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.”



ERICS! famt | uRad=zha qarer| Rer e (+)
I} - Ry et ()
(sP1al)
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

Sdd dfeldl ®I @1 d U< @l © & ST & Ud$ ATl 500
Pl WX o9 § 1,000 w0 b gfE &1 @ 2, Wl ufd g8 2® 2| I8 2%
fawa qea a uRadwefia arra & faw srgrfq ufa s&1E AR & IUe} 2,
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Ges—uAa—f9=g st av—fa=8e—fdg @1 v (Computation of B.E.P) :-

faspa serar SaTed @1 98 9T (fAwg) o ur fasvar siear Scues o 4
ara 8 AR T s fafr= @ 19 B S v @ ot pre

1) dierrferdia fafer (Algebraic Method) aerr

2) ard fafer (Chart Method)

1) fierrforara fafer (Algebraic Method) :-

39 faffr @ siqra au-fa=8s—fag @ TomT v wul & @) o gadl 8-
1) Gi—faw8g—fog so18 & ©U A (B.E.P in Units)

2) gi—fdwsg—fag ©. ¥ (B.E.P in Rupees)

3) ga—fawse—fag awar (B.E.P Capacity)



4) -fa=8] U« (B.E.P Ratio)
5) HYdd Iculed gu—fa=8q fa=g (Composit B.E.P)
Formula:-

1) au—fa=ge—fa=g, saIg © ®U A

Fc
SP-VC

B.E.P =

Fixed Costs

- Selling Price P.U.—Variable cost
Or, =—

Fixed costs
or, =————
Contribution P.U.

Where,

Contribution P.U. = SP P.U. —VC P.U.
2) gH—faeeg—fa=g wo #
a)oe ufa &1 fa. geu (SP) @ik ufa s&8 uRad=eie @rra (VC) s =t

BEP = FCx SP

" Contribution P.U.

Or,

B.E.P = B.E.Pin units x SP
b) 5@ uftr &S Y@ & T Bl

Fcx Sp
SP-VC

B.E.P =

Or,

B.EP = Fcx SP

B.E.P = Actual Sales-Margin of Safety
FC = Total Fixed costs
VC = Total Variable Costs
SP = Total Selling Price
C = Contribution



3) wa—faese—fa—g amar—

Capacity B.E.P = BEPINUNS v 100

Total Capacity in units

B.E.P in Rs.

Capacity B.E.P = — X100
Total Capacity in Rs.

4) w—fass—fag erqua (B.E Ratio)—

B.E. Ratio = —=F3ales v 100

Actual Sales
5) Wgdd Scure- gH—fawsT—fa—g

Total Fc
Composit+P /v Ratio

CompositB.E.P=

Total Fixed costs X Total Sales
Total Contribution (c)

Composit B.E.P =

C) Ac:— ¥ e ®ud ¥ & wd fear omar 2, s 7 T

P/v Ratio IIg Ratio contribution T4 sales @ &= # (Middle) & %§er &1 Represent
$dl 8, 39 contribution Ratio AT Marginal Inocome *ff ®&d 2, a8 Ratio B.E.P &
fageryor 4 WE™e AT @ |

—> @m—wr=n agura (Profit-Volume Ratio or P/v Ratio)

1) P/v Ratio = S‘S—"Cx 100 or CXS“’O
2) P/v Ratio = — X 100 & P U Y 100

3)FHI— wHI <1 s@fer @ fawr 3R o @ ga=m & Suasr kit 21 oW
Rerfad # @ W= YT &I TOET &I gF 36 UHR 8|

Change in Profit (Rs)
P/v Ratio = : X100
Change in Sales (Rs)

Change in Contribation

P /v Ratio = :
Change in Sales

Profit
P/v Ratio = : X100
Margin of Safety




FC

P/v Ratio = :
B.E.P in Rs.

V cost X 100

P/v Ratio = 100 — ( Sl ) or 100 — (Varlable cost Ratio)
ales

C \"

P/vRatio =< orl——
S S

grerr d|r (Margin of Safety)

Jrdfds fawa don -5 W fAwg & Fax & grar 991 d8d 2| I8
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Bl 2 foa w-—faess—fag 4 gy w=r |E ged @l 2, s1f @1 AT 98
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Ired 8FUA @ Il H, ‘qrfds fama (s9id fama) &1 g-—fazes faa a=1 w®
nferad e AT bedrdl = | GREl AT bl gbigal 9 difes iR 7 |a fear s
bl 2 |

grem W1 &1 "weed (Importance of Margin Safety) f&dr +ff <rqa & fag gran
@1 /g & WEd@ Y@l 2| Aaarg § JRen—in foah & siffe gkt @ amm @
AT Sat & e Bl € AT @1 HWIaET @@ gIf @ E¥Ee Sat 8 &A
Bl 2, UEl suferg f& fawa ¥ vl fR@e o @ smacE ff e & v €=
Wwd ¢ @ grem WM 9 BN W oaa™ 7 feanfladar &1 wWR SEr @
13T [Ren W1 @ guRA @ 9 Sy fey SmEad 2

1)uRad=eliad 9 RerR armal § &A1 fear s
2)3Tes W 4 gfg fear s
3)fasha wrAT 4 gig fdar

ARIATMHRI IUTGI & SR Bl §€ HD DA ATHMBRI IUGI & IUTGT U €I
fear s ganfe

vverr dar &1 7vrr (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)

Actual Sales —Sales at B.E.P

3)Margin of Safety (%) = X100

Actual Sales

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



Profit
P/v Ratio

g faeBe—f9—g fazeivor & sughr (uses of B.E.P analysis)

gi-fae8e—fag faveuor o RO @ S3v9 ¥ USedl @ Wed Agdyul XA
@Al 2| SUD! GeRdl € o e @ fou udee aRadaefiad < 9 Rer < &l
$H B DI ISHT 9910 B | A1 B, 95 {ed D1 UcIdR AT qGTHR ol DI AT
@ 9T W Udhal =l Gi-fa8s—fig favadwn ydeal &1 379 Sdld da-—dAd
doM de SuYdd HART bl g H Al Ysddl © | gu-fdwmefawg @ qw
ySea Sy fefaea 8-

1) faffr=1 fasa s=RN WX @ @1 AT wAr (Calculation of profit at

different sales volumes) sue siavfa ysas a8 a0 a2 & Ha—fawa wmEn
R M garee SR g9a fog =1 gAT &1 ganT fear simar 2 |

a)Profit = SP-VC-FC
b)Profit = C-FC, where C = Contribution
c) Profit = (SP X P/v Ratio) —FC

2)sfeed M Ut d31 @ fely smawgs fama a1 MeiiRa s

(Determination of Sales Volume to earn desired Profit)
saa foau f1 g3 &1 g fear mar 2@

FC+P
SP-VvC

Where, FC = Total Fixed Cost
P = Profit
SP = Selling Price
VC = Variable Cost

Margin of Safety (Rs) =

1) Desired sales (units) =

2)Desired Sales (Rs), = > /icl:al;o

3) v& Fi¥=Ta ga—faess—lag @ fay ufd s faspa Yoa &1 TvET ST
(Caleulation of Selling Price P.U. for a Particular B.E.P)

SP=——+4VC
B.E.P

4) faspa Hed &I S &I YT A & (Y A@eds faha A1 &1 fAerivoey



(Caleulation of Sales Volume to offset Price Reduction

FC+P

Required Sal Rs) =——
equired Sales (Rs) T

Fc = Total Fixed Costs

SPn = New selling Price P.u.

VC = Variable Cost P.U.

P = Profit

AT—AAT-3FUTd @& SUART (uses of p/v Rotio)

AF-—AE- AU B GH—faeBe—{ag fazcdiwer A oed yHAer sl @ der S
el ¥ Frstifed oM @1 S wedl 2 |

1) wa—faesg—fa=g @1 woAr (Calculoation of B.E.P)
FC

BEP=——-—

P /V Ratio

2)3izrqE surd a1 orEr (Calculoation of contribution Margin)
contribution Margin = SP X P/ V Ratio
)rar—dmT &1 fAErRor (Calculoation of Margin of Safety)

Profit
P /v Ratio

Margin of Safety =

4) faspg @1 fedl AN 7T W) uRadefid @ &1 feiker (Determination of
variable cost at any level of sales)

Vc=SP(1-P/V Ratio)
5) @r— =i @1 feriver (Determination of P/L)
Profit = P/v Ratio (sales —B.E.P Sales)

6)qcd # M Bl T A & foy sy@eas faswa am=m1 &1 fFeivor (Determination
of sales volume required to offset price reduction)

FC+Profit
New P /v Ratio

7) sfeea @ @ wifid & fav fawa wm= & fAeiRon

New sales volume =



FC+Profit

(Determination of sales volume to Produce desired Profit) SP = :
P /v Ratio



