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Break Even Test

The Shed Company as you might imagine makes and sells sheds, garden sheds. It sells the sheds for £300 each.

Its costs are as follows:

Materials  

£100 per shed produced

Labour/Wages 
£1200 per week

Rent 


£1000 per week

Other overheads
£1800 per week

a) Use the numbers above to complete the following table.
(8)

b) What is the break even level of output? 



(1)

	Sheds sold per week
	0
	5
	10
	15
	20
	25
	30
	35
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	TR £


	
	
	
	
	
	
	
	


c) Draw and label a break even chart showing the following:

Fixed cost

Total cost

Total Revenue

Label the break even point and mark in the break even output. (8)

d) What would happen to the break even output of sheds if the rent was to increase to £200?






   (4)

e) Suppose that the demand for sheds is so great that the company can then increase its price to £350 per shed. How many sheds will it need to sell to break even? 






   (4)

� INCLUDEPICTURE "http://www.pinelap.co.uk/resources/web_images/garden_sheds/Tanalised%20Pent%20Garden%20Shed.jpg" \* MERGEFORMATINET ���








[image: image2.png]CBAC




