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Question 1

A)  
Variable costs- 6£ per unit
Fixed costs- 350 000£
Units sold- 75 000
Selling price- 11£ per unit
Contribution= selling price-variable costs=11£-6£= 5£ per unit
Break-even point (BEP) in unit= Fixed cost/contribution per unit=350 000£/ 5£= 70 000 units
BEP in revenue=BEP in units x selling price= 70 000 units x 11£= 770 000£

B)  
(Actual units sold-BEP in units) x contribution per unit= (75 000 units – 70 000 units) x 5£= 5 000 units x 5£=       25 000 £

C)  
New selling price- 13£
New variable costs 7£ per unit
New contribution per unit – (13£-7£) =6£
New fixed costs- 360 000£
New sales volume- 80 000 units
New BEP in units (360 000£/6£) =60 000 units
New BEP in revenue- 60 000 units x 13£=780 000£
New profit= (sales units – BEP in units) x contribution per unit= (80 000 units- 60 000 units) x 6£= 20 000 units x 6£= 120 000£

D)  Break-even is the point, where the money one business receive from sales is equal, to the money spent, to produce the items for sale.
Break-even analysis helps to measure profit and losses at different levels of production and sales, to predict the effect of changes in sales prices, analyse the fixed and variable costs.
However break-even analysis have limitations as well such is: can only be applied for a single product; the break-even analysis its cost only and don’t tell you anything about what sales are likely to be for that specific product. Assumes that units produced and units sold are equal; that the sale prices remain constant; might be time consuming to prepare.


Question 2


A)  Accounting is the process of identifying, collecting, measuring, analysing and providing financial and economic information, so the users of this information can make the best decisions possible.
There is two main type of accounting
-Financial accounting
-Management accounting

Financial accounting provides external users like governments with relevant and timely information for them to make their decisions. Functions are:  recording, processing and presenting all financial information.

Management accounting provides the internal users like managers and employees , with the information they might need, for their own decision making .


Other difference between the two accountings is that financial accounting is exact and must be done by the accounting principles, while management accounting can be based off a guess or estimate, because managers don’t have the exact numbers, by the time a decision needs to be made .  


B)

Management accounting comprises many techniques that are applied by the management accountant to complete the different requirements of the organization and to get the management accounting objectives at large. Three techniques from the list are cited here,
Ratio Analysis: The examination is applied to find out the significance and substance of the financial statement. It is beneficial in approximating forthcoming returns, the company’s financial viability, aptitude in paying interest, the ability of the company is using its properties, and forming a dividend policy for the organization.

Cash Flow Statement: The statement is formed based on the increase and decrease of the working capital. The statement includes a summary of the cash and cash equals transactions of the company. It is efficient for projecting a certain financial position and to discover the current situation of the company in covering its accountabilities.

Historical Cost Accounting: The organization’s earlier actions expenses like the cost of particular arrangements, actions, and departments are assessed with the pre-determined cost considered as a benchmark thus the required steps can be extracted to governor expenses and for future planning. 


That is why although most of the businesses need to prepare financial information by law, without the management accounting, they wont be able to have more correct and full information in order to make the right decisions.
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