ADM 1300 – Lecture 10
News:
Target – blaming drop of profits to coming into Canada
WTO – Europe ban seal fur imports from Canada, dispute yesterday (Monday, 26) and there is still a ban on seal products in Europe
Finish from Marketing….
Break-even point analysis
	How much of a product must be sold at a specific price to break even
· The breakeven analysis
· Important when deciding how much we need to sell
The breakeven point
· No profit or loss
· Volume of production at which all costs are met
· Fixed (rent, equipment, office salaries) and variable (fuel to equipment, direct labour(commissions))
· For our purposes BEP calculated on an annual basis
Fixed costs
· Costs that do not vary with the level of production 
· Costs you have no matter what
Variable costs
· Costs that do vary with the level of production
· Sales commission, overtime payments, electricity 
Fixed or Variable?
· Sometimes difficult to determine
· They will be clear on exams
Break Even Calculation
· B.E. ($) = FC/(1-VC/SP)
· SP= selling price (either per unit or total sales figure)
· B.E. (units)=FC/UC
· Unit contribution =SP per unit- VC per unit
· Over the course of the next year you are given the following projected data
· Sales=$500 K
· FC= $100 K
· VC= 75% of sales
· What is BEP ($)?
· It is $400,000
· Following data
· Lease $6000
· Selling price per unit 10
· Yearly rent 12000
· Wages per unit 2.25
· Annual salaries 130000
· Overhead cost per unit 2
· Raw materials per unit 3.25
· How many units must be sold?
· 80800 units must be sold
· Graphs on final exam does not need to be drawn to scale
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Managing Financial Resources (Everything covered in class is what will need to known)

Accounting
· Accounting is an information system for the complete processing of financial information 
· Financial
· Serves external users, relates to activities of firm as a whole
· Managerial Accounting
· Serves internal users, helps in planning, forward looking rather than historical
GAAP
· Generally accepted accounting principles
· Outline the rules and procedures for deciding on the acceptable accounting principles
