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QUESTION 1
 
(a)  
BEP in units: Fixed costs/(Sales price per unit – Variable costs per unit)
£350,000/(£11-£6)=70,000

BEP in Revenue = 70,000units X £11=£770,000
 
(b)  
 Profit = (Revenue from sales – BEP) X Contribution per unit
Profit = (75,000-70,000)x5=£25,000

Sales=75,000units X £11= £825,000
Costs
Fixed costs=£350,000
Variable costs= 75,000units X £6= £450,000
Profit = £25,000
 
(c)  
 New selling price= £13
New variable costs per unit= £7
New contribution= Selling price – Variable costs per unit; £13-£7=£6
New fixed costs= current costs + new costs; £350,000+£10,000=£360,000
Sales=80,000units X £13 = £1,040,000
Costs
Variable costs=80,000units X £7 = £560,000
Fixed costs=£360,000
Profit= £120,000


(d)  
 Break even analysis (BEA) can be a useful tool for a few different tasks, for example - it can be used to calculate how many sales you need to make a profit, you can use it to show your business to investors and pursue them to invest or it can be simply used for seeing if a product is worth being put to the market. 
But as everything, it also has its weaknesses. BEA can depends on some values which can vary and thus making it wrong or inadequate. For example variable costs can change regularly and make the already made analysis inaccurate. It also gets very complicated if you use it with multiple items. Also the fixed costs that are being used are truly fixed only to a certain point, which again can cause the analysis to be inaccurate. BAE only take into account the values you have inputted and ignores outside variables and factors even though they can directly influence it.
 
 
QUESTION 2 
 
(a) 
 Before we get into the importance of the management accounting, first we should establish what is the difference between management accounting and financial accounting. The main difference comes from the targeted audience. The reports made through management accounting are only made for internal use in the organisation. They are created so that the managing team can view all the financial data they might need in order to analyse, identify and measure in pursuit of the organisation management goals and target financial results. On the other side, financial accounting main purpose is to record and report the financial activities of a company for a certain period of time to an outside bodies like other companies or government organisations. 
Due to their different purpose, the management and the financial accounting also have practical difference. As the management accounting is mainly for internal use, the way it reports are made is free and it is up to the company itself to create a system through which it will organise and save them. On the contrary, financial accounting being mainly for external use like reviewing or monitoring, it reports are regulated and must be made in a compliant form. The calculations and the reported figures must be spot on as the government authorities or possible investors will be looking at them.
Management accounting is very important if you want to run an efficient business. It provides you with all the necessary data for the decision making process of the managers whether it a small business or large company. It can show any weaknesses, it can show if certain stage of the processes in the company are losing money or inefficient. It can also supply the information  needed for any future decisions. Whether you want to expand your business  or cut the production costs, management accounting will help with providing the necessary data. Understanding the data from management accounting and implementing it is crucial for a successful business. 

(b) 
 Relevant cost analysis – using this technique, we can determine a price based on a variable of our choice. Through it, we can exclude all the irrelevant data for a quicker and accurate result. For example, if we receive an urgent order by the end of the month, we can use management accounting and include only the relevant data and factors, like material costs and labour as all the other fixed costs like rent or salaries are already calculated in the monthly expenses. 
Budget Control – With this technique we can control or determine the budget of the company/business. Knowing the budget allows the managers to plan their activities with greater accuracy, plan the profit and prepare for unexpected costs. Making the right budget gives the managing team freedom to pursue their goals with certainty but this certainty can come only through proper management accounting.
Cost models – Using this technique helps the managers get a better idea of the depreciation or appreciation of their assets, thus they can form their budget or product price spot on. With the help of cost models, the company can always track the value of its assets.
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