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Question 1
Variable cost: 1.35 + 1.75 + 0.40 = £3.5
Contribution per unit:
Sales price				5.75
Variable costs				(3.5)
Contribution				2.25

a)
Break-even point in units: 180,000/2.25 = 80,000
Break-even point in revenue:
2.25/90,000 x 100 = 0.0025
180,000/0.0025 = £72,000,000

b)
Revenue (90,000 x 5.75)		517,500
Variable costs (90,000 x 3.5)		315,000
Contribution 				202,500
Fixed costs				180,000
Operating profit/(loss)			 22,500

[bookmark: _Hlk50297291]Alternatively, 90,000 units is 10,000 units more than break-even point and with a unit contribution of 2.25, there will be a profit of 22,500.

c)
Direct Labour				1.35 + 0.05 = £1.40
Direct Materials			1.75 + 0.15= £1.90
Other Direct costs 			£0.40


90,000 x 5% = 4,500
90,000 + 4,500 = 94,500 units
Selling price: 5.75 + 0.25 = £6 
Variable cost: 1.40 + 1.90 + 0.40 = £3.70
Fixed costs: 180,000 +12,500 = 192,500

Revenue (94,500 x 6)			567,000
Variable cost (94,500 x 3.70)		349,650
Contribution				217,350
Fixed costs				192,500
Operating profit/ (loss)		24,850

d)
Break even analysis shows the no profit and o loss situation of an organization. It is the point where the business is making neither the profit nor any loss. Although it is an important financial tool to determine an organization’s financial standing, the break-even analysis has certain limitations. These are discussed below:
Unrealistic assumptions are often the case wit break even analysis especially when it is assumed that the product is sold at different prices. This is done by keeping the output level in view, if it is differentiating then this assumption takes place (Mahmoudian et al., 2020)
The sales are not as per the total output because it takes in view the fact that in the process, a number of different things may be destroyed or lost. 
Differentiation in variable cost is another limitation with the break-even analysis. The variable cost changes with time. This makes it difficult for businesses dealing in multiple products and calculate the true breakeven cost (Mahmoudian et al., 2020)
The above limitations make it clear that breakeven analysis is often considered as an important financial tool but in reality, and considering its limitations it can be outlined that breakeven must be rather user as a planning tool instead as a decision-making tool.




Question 2
a)
For any and every business management accounting plays an important role. With management accounting, the business is able to strategize its key decision makings regarding the budgeting of business and other financial aspects that the business deals with. The business is able to compare finical conditions with actual or budgeted framework sing management accounting tools which helps the business to make effective decisions (Holopaninen et al., 2019)
Management accounting also helps the business in budgeting process of the organization. Using this the business is able to analyze its cash outflows with respect to its cash inflows and make decisions accordingly. Although most of the decision are taken in a certain time period, but their effect is long term and organizational wide. 
Using management accounting, the businesses are also able to manage the projects and handle effective project management. The decisions taken for a project using management accounting increases the overall efficiency of the project (Holopaninen et al., 2019)
Financial accounting helps in performance analysis of the organization. With financial accounting the profitability of the business is analyzed over a period. Considering the importance of both it can be concluded that both financial and management accounting are important for the business.
b)
Using a number of different techniques, the financial objectives of the business are achieved. Using variance analysis, the actual and budget results can be outlined. This will enable the business to make improvements in its operations (Fleischman and McLean, 2020)
Using capital budgeting, the business will be able to budget its entire capital. With the help of inventory management, the entire inventory is managed effectively. It can be concluded that management accounting plays an important role in business growth and business sustainability.
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