NAME:_______________________________________________
INDIVIDUAL PROJECT:________________________________________ 
Break Even Analysis:
For this part of the assignment, we are going to try to predict when your business will break even. Just as in the Startup Expenses and Opening Day Balance Sheet assignment, you will have to make financial estimates. That is not surprising. Most of time business people need to do this regularly. The difference between a “good” business person and a “not so good” business person often comes down to how accurate they are with their estimates. 
In this part of your assignment, you will have to estimate the average monthly income per customer and the Marginal Costs per sale (this was covered in class during session 9). 
STEP 1: What is my average monthly income per customer?
What I want you to do is think about how much you income you would expect to make from one customer (an average customer) each month. Perhaps you will bill each customer monthly (like a nursing home does). Maybe you will bill each customer every time you see them (like a dentist office does). It doesn’t matter. Let’s fill in one of the two following options:
Choose 1 of these 2 options - place a mark in the box for the option you choose:
                 l bill my customers monthly. I expect to receive on average $_____5500____________ (enter the amount) from each of my customers in a month’s time. The amount you entered is the average monthly income per customer.
-or-
                 l bill my customers every time I provide a service or sell them my goods. 
I expect to receive on average $_________________ (enter the amount) every time I see a customer.  I also expect to see this one customer this many times a month: _______________ (enter the number of times you expect to see a customer per month. 
If you bill this way, multiple the average $_______ that you entered by the number of times you expect to see that customer in a month. This then will give you your average monthly income per customer.
Average $____________  X  ________________number of times  =  $_________________ (this is the average monthly income per customer)

STEP 2: What is my average monthly cost per customer?  (What are my Marginal Costs and my Contribution Margin):
In session 9 we you learned about variable costs. Every time you perform a service for a customer or sell them goods, you will have costs. These variable costs are known as Marginal Costs. Marginal Costs can range from as little as 25% of your sale price to as much as 95% of your sales price. As an example, before you can sell something you will need to pay for supplies and the salaries of your salespeople.  The more you sell, the more supplies you will need and the more sales people you will also need as well. These are Marginal Costs
Every time you sell something or provide a service, the ‘average ‘Marginal Cost is around 60% of your sales price. That is only an average, if your business is labor intensive or you have to buy a lot of supplies then you will have a larger percent. A smaller percent can also be used if you think your Marginal Costs are lower.  Perhaps in your business, you do not need to buy a lot of supplies or you think that your labor costs are less that average.
I expect my Marginal Costs (as a percent) to be ____52_________% of my sales price.  
OK, you are getting there. Let’s figure out your average monthly cost per customer. All you have to do is multiply the average monthly income per customer (you calculated that in Step 1 on this worksheet) by the Marginal Cost Percent from above. This will give you the average monthly cost per customer:
Average monthly income per customer (from STEP 1) is   $______5,500_____________. Multiply this by the Marginal Cost Percent you entered above_______52________%. This equals your average monthly cost per customer. 
 My average monthly cost per customer is:   $________2,860___________

STEP 3: Next we need to know what your Average Customer’s Contribution Margin.
This is easy. Subtract your average monthly cost per customer (you just calculated this) from the average monthly income per customer (from step 1 of this worksheet).
My Average Customer’s Contribution Margin = The average monthly income per customer minus the average monthly cost per customer. 
			$____5,500__________ (The average monthly income per customer from Step 1)		
minus	$______2,860________ (The average monthly cost per customer from just above)	

$____2,640__________ (Average Customer’s Contribution Margin)
What does this tell you ?
Every time you sell something you will have to spend money. 
Your average monthly cost per customer is the amount of money you will have to put aside from monthly sales to each customer cover your variable costs.
The average customer’s contribution margin is the amount of money you have left from monthly sales to each customer to pay your fixed costs.


STEP 4:  How many customers per month do I need to break even?
To answer this you need to know the total fixed expenses per month. Good news, you already did that and all you have to do is look it up on your Startup Expenses Spreadsheet. Divide that figure by the average customer’s contribution margin (you calculated that at the end of step 2 on this worksheet)  and that is how many customers you need per month to break even.
The total fixed expenses per month (from your Startup Spreadsheet	$_14,400____________
      		-divided by-
The average customer’s contribution margin (from the end of step 2) $ 2,640________________

I will need    5.45 = 6    customers per month to break even.

Now that you know this, is the number of customers per month that you need to break even sensible? Will you be able to get to that level within a year of starting your business? If not, the only options you have are either raising your prices or cutting your costs. 
What do you think?: (type your answer here)…
The number of customers per month that I need to break even is sensible, thereby I will be able to get to that level within a year of starting my business.
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