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Question 1

Data known:
SP= £11
VC/unit= £6
FC= £350000
SALES= 75000

a) In order to calculate the BP in units we will calculate the cost per unit 

C/U=SP-VC/unit=11-6=5

BPU=FC / C/U= 350000/5=70000

In order to calculate BP in revenue we need to calculate contribution margin 

CM= C/U / SP= 5/11 = 0.45

BPR = FC/CM = 350000/0.45 = 777777.77
    
       b)   PROFIT= (SALES-BPU) x C/U= (75000-70000) x 5 = 25000

c)  New data:
New FC= 350000 +10000=360000
New VC/unit =6 +1=7
New SP =13
New Sales= 80000
New C/U=New SP-New VC=13-7=6
New BPU= New FC/ New C/U=360000/6= 60000
New Profit= (New SALES- New BPU) x New CPU= (80000-60000) x 6=120000

d) Breakeven Point analysis is a practical tool that shows how many sales are needed in order that the cost of doing the business to be paid, it measures profit and loss at different level of sales and production. By calculating the breakeven point of a business, it minimises the risk of running out of cash.
One of the most important limitation of the Breakeven Point analysis is that almost all the data involved is based on assumptions. The number of sales it is assumed without taking in consideration different factors like competition, who could affect sales dramatically or it could influence the price of the product, factor also assumed it remains fixed. It assumes that the functions of the cost and revenue remain linear and ignores the semi-variable costs.
Although it is calculated quick and easy and helps in understanding the viability of a business, the breakeven point analysis it really only applies to single products businesses, or it has to be calculated per each product individually.



Question 2

a) Management accounting offers financial and non-financial information over the business helping managers in formulating a strategy by using generated data.
Management Accounting provides detailed insight into the financial and resource flow dynamics of a company, allowing fast decisions based on actual data. It distinguishes what's vital from what's not, detects weaknesses, and offers the tools needed in developing long-term growth strategies in the company. The use of management accounting helps in implementing relevant cost analysis by focusing on the relevant information. It's also used to make good manufacturing selections that are cost-effective. When planning the future of a company, managers use different techniques of accounting in order to understand and follow certain financial patterns of the company operations. The analyse of cost of labour and materials offers management accounting the ability of a rational resource consumption which can understood by saving time and money. 
While financial accounting is used to report the financial situation of the company especially to people outside the organisation, management accounting is used by the executives and managers inside the organisation. 
Financial accounting can be seen as incomplete to managers as it does not consider all aspects of the business, information is provided based on outside regulators, and it only looks at financial data.


b) 1. Budgeting 
By calculating NPV (the net present value) and IRR (the internal rate of return) managers can have budget related decisions. Budgeting helps in forecasting and checking if an action/operation/investment is affordable.
2. Cost Analysis
Displays cost data by product, process, department, branch, and other categories. These figures are compared to a preset figure. The management can determine the reasons for the cost difference by comparing two costs.
3.Cash Flow Analysis
This research can reveal the transfer of cash from one period to the next. In addition, the reasons for cash balances and fluctuations between periods are investigated. It examines the cash generated by operations as well as the movement of cash over time.
4. Breakeven Point Analysis (discussed in Question 1d)
5. Ratio Analysis
Forecasting, planning, coordination, communication, and control are some of the core responsibilities performed by management. It prepares the ground for successful control of business operations by assessing both physical and monetary objectives.
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