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QUESTION 1(a)

Contribution per unit = selling price
 per unit – variable costs per unit
[bookmark: _Hlk80957528]Contribution per unit = £11- £ 6=  £5
Break-even point  = Fixed cost/contribution per unit =
£350.000/ £5 = 70.000 units
Break-even point revenues = price quality sold= 11x75.000= 825.000 total revenues

Question 1 (b)
Total sales revenue = selling price per unit x 75.000 units = £11 x 75.000 unites = £825.000
Total variable costs = total variable costs per unite x 75.000 units =£ 6 x 75.000 units =£ 450.000
Contribution = total sales revenue – total variable cost  =£ 825.000 – £450.000 = £375.000
Fixed cost =£ 350.000
Profit/Loss = Contribution – fixed cost =£ 375.000 –£ 350.000 =£ 25.000


Question 1 (c)
New selling price per unit  =  £ 13
[bookmark: _Hlk80955121][bookmark: _Hlk80955332]New variable costs per unit (old variable cost per unite + new variable cost per unit ) =  £ 6 + £1 = £7
New sales volume = 80.000 units
New contribution per unit ( new selling price per unit – new total variable cost per unit = £ 13 - £ 7 = £ 6
New total contribution ( new contribution per unit  x new sales volume) = £ 6 x 80.000 units = 480.000
New fixed costs ( Old fixed costs + advertising cost ) =£  350.000 + £ 10.000 = £ 360.000
New profit ( new total contribution – new fixed costs) = £ 480.000 – £ 360.000 = £ 120.000

Question 1 (d)
Non-linear relationships e.g. between sales price and quantity (may have to reduce SP to achieve sales beyond certain level?) 
Same issue for costs and quantities. 
May only work within a relevant range  Not easy for multi-product firms. Also hard for one-off jobbing type firms – where every item produced is different. Same if you only make one of the item (build a bridge) Assume all production is sold – is this realistic?
Non-quantitative (qualitative) factors: business awareness/competitors actions etc 

QUESTION 2 
a) The importance of financial accounting and management accounting is that they are two of the most popular branches of the accounting discipline. There are many similarities in approach and usage, there are significant differences between the financial and managerial accounting. These differences primarily center around compliance, accounting standards, and target audiences.
Financial accounting  is of great importance to current and potential investors, management accounting is necessary for managers to make current and potential investors.
b) Financial planning
Analysis of financial statements
Historical cost accounting




