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QUESTION 1
(a) Break even point formula: fixed costs devided by contribution per unit. 
Fixed costs: 350.000
Costribution formula: seeling price per unit minus variable cost per unit 
Contribution: 11(selling price per unit ) - 6(variable cost per unit) 5 £ 
350.000(fixed costs) divided by 5( contribution) = 70.000 
Break even point =70.000units 
Revenue: break even point in units x selling price 
70.000(break even point in units) x 11 (selling price) = 770.000
(b) Profit formula - (sales -break even point ) x contribution 
Profit = (75.000 – 70.000) x 5=25.000
(c) New fixed costs = 350.000 + 10.000 = 360.000 
New variable costs = 6 + 1 = 7 
New selling cost =13 £ 
Sales expected=80.000 
New break even point = fixed costs divided by contribution 
New break even point = 360.000 divided by 6 =60.000 
Revenue: break even point x selling price 
Revenue = 60.000 x 13 =780.000 
Profit = (sales-break even point ) x contribution 
Profit = (80.000 - 60.000) x 6 = 120.000
(d) The major drawback of the break-even analysis is that it assumes that the organisation will sell the products at the same price. However, the variable costs may change on the long-term, thus making the current breack-even analysis inaccurate.
QUESTION 2
(a) Management accounting is an essential tool for business organisations. It helps companies set goals and make plans for their short and long-term activities. Management accounting is used as a tool to measure the performance of an organisation and help increase its efficiency. Moreover, an important feture of management accounting is that it assists businesses with their day to day decision making process, helping the management understand the companie's mission and affairs better and, at the same time, enabling them to take the right decisions when needed.
(b) Every technique that can help the management of accountant to achieve the objective it’s important. I would like to start with trend analysis and forecasting. They are extremely important because helps businesses compair their data over a long period of time and identify which trends were consistent, thereafter helping organisations develop now strategies and set goals. Capital budgeting represents another tehnique of management accounting, that is used in order to determine if a business organisation's investments on long-term are worth the funding. Furthermore, constraint analysis focuses on the fact that managers should concentrate on and use the bottleneck analysis within the business, since it controls its profitability. In adition of tehniques mentioned above, also very important are marginal costing or differential costing margin analysis.
