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Question 1
Break-even point = fixed cost / total sales revenue – cost to make product
Total sales revenue = 90,000 x £5.75 = £517,500
Total variable cost – 90,000 x £3.50 = £315,000
Cost to make product for 90,000 units = 90,000 x £5.50 = £495,000
[bookmark: _Hlk50297369]Total revenue - £517,000
Variable cost - £315,000
Fixed costs = £180,000
Contribution Margin Ratio per unit = Selling price – variable cost/selling price = 5.75 – 3.50 = £2.25/5.75 = 0.39 per pound
[bookmark: _Hlk50297176]BEP revenue = £180,000/0.39 = £461,538.46 – sales revenue 
[bookmark: _Hlk50297248]BEP units £461,538.46 / £5.75 = 80,267.56 units 
[bookmark: _Hlk50297312] b) Profit = 517,500 – 461,538.46 = £55,961.54

c)  Planned changes:
Selling price £6.00 – cost per unit £5.737 = £0.263
The fixed costs of production now are (£180,000 + £12,500)=£192,500 and the company plan to sell  (90,000 x 0.05) = 94,500 units.
Break-even point  (in units and in revenues )
BEP = Fixed cost / CM Ratio
Contribution Margin Ratio per unit = Selling price – variable cost/selling price = £6.00 – 3.70/£6.00 = £2.30/£6.00 = 0.38 per pound
[bookmark: _Hlk50288194]BEP = £192,500/0.38 = £506,578.95 – amount of sales revenue to be reached
BEP for units to be reached -  £506,578.95 / £6.00 = 84,429.825 units 
 Profit = 567,000 – £506,578.95 = £60421.05 
D) The break-even analysis limitations could be: Unrealistic assumptions if the products are not sold; Sales could differ from the output; Differences in Variable cost 
Question 2

a) Management accounting assists management in the process of planning, control and decision-making. Managers will need these figures if they need to make decision for example, for a long-term investment. Also, they need this information when need to increase the operational efficiency of the company. Management accounting is different from the financial accounting, which is more detailed, due to the fact that it is prepared for financial statements based on which to make tax calculations.


b) The managing accountant needs to prepare financial and statistical information, such as statement of financial position for which they need Trial balance and the income statements.
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