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Q1
a. Contribution per unit= selling price per unit – variable cost per unit
Contribution per unit= 11-6= £5 per unit 
Breakeven point per unit = total fixed cost/ contribution per unit 
Breakeven point per unit= 350,000/5= 70,000 units
Breakeven point in revenue= Breakeven point per unit X selling price per unit
Breakeven point in revenue= 70,000X11= 770,000

b. Profit= total sales – total cost (variable cost + fixed cost)
Sales= 75,000 units X11= £825,000
Costs: Variable cost= 75,000 units X6= £450,000
Fixed cost= £350,000
Total cost= £450,000+ £350,000= £800,000
Profit= £825,000- £800,000= £25,000
c. New selling price: £13
New variable cost= £7 (£6 + £1)
New contribution= £13- £7= £6 
New fixed cost= £350,000 + £10,000= £360,000
New sales volume= 80,000 units
New breakeven point per unit= 360,000/6= 60,000 units 
New breakeven point in revenue= 60,000X13= 780,000
New profit: 
Sales= 80,000X13= 1,040,000
Costs: Variable cost= 80,000X7= 560,000
Fixed cost= 360,000
Total cost= 920,000
New profit= 1,040,000- 920,000= £120,000
d. Break-even point is the point where is no loss and no profit of your investment into a business. Break-even point analysis is very good to notice the connection between fixed cost, variable cost and returns. Fixed costs are the costs that do not change (salary, insurance, advertising), variable costs are the costs that are changing (material cost, manufacturing cost, commission), and the returns are the profit or loss into a business. Break-even point is also when the investment into a business gives a positive profit. The break-even point can be shown graphically or mathematically. Break-even point analysis shows the volume of production at a given price, good to cover all the costs. To understand break-even point, it needs to understand contribution. Contribution per unit= selling price per unit – variable cost per unit. After the calculation of contribution, break-even point is calculated like break-even point= total fixed cost/ contribution per unit. The graphic for break-even point can be difficult to understand and for that the mathematic calculation can be easier to understand. Break-even point analysis helps to understand if a business is good to invest or not, if will generate profit or loss. The best advantage of break-even point is that it shows the connection between cost, production volume and returns. Also, can show how changes in variable costs or fixed costs, in prices or in revenues, affect the profit levels or break-even points. Limitations of break-even point analysis include: 
· It is better to do the analysis of one product at a time
· It can be hard to make a classification of a cost like all fixed or all variable 
· It is possible to still use break-even point analysis after the cost and income changed
The biggest advantage to use break-even point analysis is that can show the lowest amount of business to prevent losses. 
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Q2
a.
Financial accounting is the part of accounting that shows to external users (customers, auditors, community) information of a business, presentation of statements regarding financial position, financial performance and cash flow like a guidance for directors, stockholders or investors. It can be made yearly, and it has rules and laws to follow. It helps to make decisions or to evaluate an entity’s performance.
Management accounting is the part of accounting that shows to internal users (managers, employees) the situation of a business. It is about planning, controlling and decision making into a business and to assist in the management and performance of their control functions. It can be made hourly, daily, weekly, monthly or yearly and it has no rules. The information helps to confirm past results and to make adjustments for future activities. 
Differences between financial accounting and management accounting:
Financial accounting                                                                 Management accounting
It is made for external users                                                    It is made for internal users
Information: income and cash flow statements                  planning, controlling and decision  
                                                                                                      making
Frequency: yearly                                                                      hourly, daily, weekly, monthly, 
                                                                                                      yearly
Regulation: has rules                                                                 has no rules
Criteria: has criteria                                                                   has no criteria
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b.  Three techniques: Breakeven point analysis, Budgeting, Capital investment evaluation
Budget is a quantitative plan of action of a business made for a specific period. It shows the costs and revenues that are expected to happen or earned in the future. There are two types of budgets: periodic, prepared for one year and can be revised and rolling that is updated and can be done monthly. 
Functional budgets include sales budget, production plan, materials usage, material purchase, labour and master budgets include cash budget, income statement and statement of financial position. 
Budgeting is important because it helps to control, plan, communicate, motivate and evaluate the business in advance. 
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