In-Basket Project

Accounting Spreadsheet:  Break-Even Analysis and Projection

Teacher Resources
Skill Level:
Intermediate/Advanced

Time Line:
3-5 hours

Description:
 SEQ CHAPTER \h \r 1In this activity, each student will develop a spreadsheet using data from a cost information sheet.  He/she is responsible for arriving at an acceptable investment return.  The student will do this by figuring the break-even point.  He/she will then determine the amount of rent fee charged per square foot based on an acceptable profit margin that falls within the given range.

SCANS Proficiencies
Resources:
Allocates Time



Meet deadlines


Allocate Money



Create a budget

Information:
Acquires and Evaluates Information



Determine break-even point


Organizes and Maintains Information



Organize data into spreadsheet layout


Interprets and Communicates Information



Determine per sq. ft. rental fee based on a selected rate of return


Uses Computers to Process Information



Use spreadsheet software to create break-even analysis

Technology:
Applies Technology to Task



Create spreadsheet to communicate information to investors

Basic Skills

Reading:
Read student instructions


Interpret financial data


Refer to accounting reference materials

Math:
Calculate break-even point


Calculate per sq. ft. rental fee based on a selected rate of return

Thinking Skills

Problem Solving:
Determine acceptable rental fee

Personal Qualities

Responsibility:
Proofread figures for accuracy

Self-Management:
Stay on task

NBEA Standards

Accounting V:  Interpretation and Use of Data

Use planning and control principles to evaluate the performance of an organization and apply differential analysis and present value concepts to make decisions.

A.
Planning and Control

Level 3-4

· Explain and compare the behavior of fixed, variable, and mixed costs
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Teacher Instructions/Guidelines

Description/Jobs

In this activity, each student is employed as an accountant for Shop >Til You Drop, a firm specializing in the development of shopping malls.  Each student will create a spreadsheet for distribution to potential mall investors.  The purpose of this spreadsheet is to arrive at a break-even analysis based upon the data provided.  In addition, the student will project a rental cost that will enable the investors a 15% to 20% return on their investments over a 10-year period.

Equipment/Software

Computer with spreadsheet software

Supplies/Materials

Cost information sheet

Accounting reference materials

Recommended Uses

Reinforcement activity for spreadsheet analysis

Reinforcement activity for break-even analysis

Automated accounting project

Assessment activity

Suggestions for extension:

1.
Break students into groups of three to five.  They will evaluate each of the spreadsheets within their group to determine which is the most feasible.

2.
Based upon the results above, each group will prepare a visual presentation designed to persuade potential investors.  Possible presentations might include utilizing appropriate software, posters, flyers, overheads, etc.
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Example Output/Solutions

The student was instructed to select an acceptable profit margin of 15-20%.  The student’s spreadsheet may vary from the example and will only have one column for rental fee at a specified profit margin.

Solution File:  Break-Even Analysis Spreadsheet Solution.xls
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Evaluation Checklist

Name______________________________________________________________________

Date Started_______________________

Date Completed_____________________

	Performance Indicators
	Yes

(
	No

(
	Comments

	Used appropriate spreadsheet layout/design
	
	
	

	Used appropriate spreadsheet title
	
	
	

	Included all necessary columns
	
	
	

	· Year
	
	
	

	· Yearly fixed costs
	
	
	

	· Yearly estimated costs
	
	
	

	· Break-even rent per sq. ft.
	
	
	

	· Rent per sq. ft. based on selected rate of return
	
	
	

	Used correct formula to calculate break-even rental fee each year
	
	
	

	Used correct formula to calculate rental fee based on selected profit margin each year
	
	
	

	Entered all data correctly
	
	
	

	Formatted numbers correctly
	
	
	

	Work Habits Observation
	
	
	

	Completed project in acceptable amount of time
	
	
	

	Remained on task
	
	
	

	Worked independently
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You are working as an accountant for Shop >Til You Drop, a firm specializing in the development of shopping malls.  Your office is located in Indianapolis, Indiana.

You work in the investment department, and you have been asked to create a spreadsheet which could be used to persuade potential investors to invest in a mall property that your company has recently acquired.

This spreadsheet should calculate the following data for 10 years:

· Yearly fixed costs

· Yearly estimated costs

· Break-even rental fee per sq. ft.

· Rental fee per sq. ft. based upon a profit margin of 15-20% (You may select the acceptable profit margin.)

The fixed building costs will be spread out over a 10-year period.  The operating costs are estimated to increase 2.5% each year.  The fixed building costs and estimated operating costs are given below.

Building Costs—Fixed

Contractor=s Fees:

Materials:

BuildingC$800,000

SteelC$800,000

ElectricalC$500,.000

ConcreteC$1,000,000

PlumbingC$550,000

FinishingC$500,000

MasonryC$1,200,000

ElectricalC$350,000


PlumbingC$200,000

Parking Lot:  200,000 sq. ft. at $2.50 per sq. ft.

Legal Fees: $450,000


Survey: $80,000

Mall Sq. Footage—300,000 sq. ft.

Available Rental Space—250,000 sq. ft.

Operating Costs—Estimated first year

Utilities:

Security—$200,000      

ElectricC$800,000
Management—$150,000

HeatC$400,000
Maintenance—$100,000

Water/SewageC$50,000
Insurance—$85,000  

PhonesC$10,000
Legal—$50,000

Total Estimated Costs (First year): $1,845,000
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Evaluation Checklist

Name______________________________________________________________________

Date Started_______________________

Date Completed_____________________

	Performance Indicators
	Yes

(
	No

(
	Comments

	Used appropriate spreadsheet layout/design
	
	
	

	Used appropriate spreadsheet title
	
	
	

	Included all necessary columns
	
	
	

	· Year
	
	
	

	· Yearly fixed costs
	
	
	

	· Yearly estimated costs
	
	
	

	· Break-even rent per sq. ft.
	
	
	

	· Rent per sq. ft. based on selected rate of return
	
	
	

	Used correct formula to calculate break-even rental fee each year
	
	
	

	Used correct formula to calculate rental fee based on selected profit margin each year
	
	
	

	Entered all data correctly
	
	
	

	Formatted numbers correctly
	
	
	

	Work Habits Observation
	
	
	

	Completed project in acceptable amount of time
	
	
	

	Remained on task
	
	
	

	Worked independently
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		Projected Yearly Break-Even Analysis

		(Over 10-Year Period)

		Year		Fixed
Costs		Estimated
Costs		Break-Even
Rental Fee
(per sq. ft.)		Rental Fee
(per sq. ft.)
15% Profit Margin		Rental Fee
(per sq. ft.)
16% Profit Margin		Rental Fee
(per sq. ft.)
17% Profit Margin		Rental Fee
(per sq. ft.)
18% Profit Margin		Rental Fee
(per sq. ft.)
19% Profit Margin		Rental Fee
(per sq. ft.)
20% Profit Margin

		1		693,000		1,845,000		10.15		11.67		11.78		11.88		11.98		12.08		12.18

		2		693,000		1,891,125		10.34		11.89		11.99		12.09		12.20		12.30		12.40

		3		693,000		1,938,403		10.53		12.10		12.21		12.31		12.42		12.53		12.63

		4		693,000		1,986,863		10.72		12.33		12.43		12.54		12.65		12.76		12.86

		5		693,000		2,036,535		10.92		12.56		12.67		12.77		12.88		12.99		13.10

		6		693,000		2,087,448		11.12		12.79		12.90		13.01		13.12		13.23		13.35

		7		693,000		2,139,634		11.33		13.03		13.14		13.26		13.37		13.48		13.60

		8		693,000		2,193,125		11.54		13.28		13.39		13.51		13.62		13.74		13.85

		9		693,000		2,247,953		11.76		13.53		13.65		13.76		13.88		14.00		14.12

		10		693,000		2,304,152		11.99		13.79		13.91		14.03		14.15		14.27		14.39
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