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Question 1
(a)
Selling price per unit…………. £5.75
    Total variable cost…………. £3.50
    Fixed cost…………………… £180,000
Break-even point in units 
Contribution per unit: 5.75-3.5=2.25
180,000/2.25=80,000 units (BEP)
Break-even points in revenue
80,000*5.75=£460,000 (BEP)
(b)
Profit made on sales
5.75*90,000=£517.500(Revenue)
3.50*90,000=£315,000(Variable cost)
180,000£ (Fixed cost)
Total cost = £495,000(315,000+180,000) 
Profit made on sales of 90,000 units
£517,500 - £495,000=£22,500
(c)
New selling price = £6           New variable cost= £3.70
New contribution= £2.3         New fixed cost=192,500(180,00+12,500)
New sales volume=94,500(90,000+4500)
New BEP=192,500/2.3=83,695 units
Profit = (94,500-83,695) * 2.3 = £24,851.5
(d)
Break even analysis is an important aspect of a good business plan, since it helps the business to determine the cost structures, and the number of units that need to be sold in order to cover the costs or make a profit. Break-even analysis give important information’s concerning the relationship between costs, volume and profit but in the same time it comes with his own weaknesses. 
In terms of weaknesses, we can mention: 
1.Non-linear relationships. 
Break-even analyses assume that the total variable cost and total revenue lines are perfectly straight when plotted against volume of output.
Break even analyses normally takes place in advance of the actual activity to start but the problem is that even if we get some necessary information, is still very difficult to predict the future costs, revenue, and so on.
2.Stepped fixed cost.  
Looking at the entire range of activity, we can realise that the most types of fixed costs they're not actually fixed and they are very much likely to have steps at different points, for example we have (rent, supervisory salaries, administration costs) .
3.Multi-products businesses.
In generally most businesses provide more than one product which may be a problem for break-even analyses since the additional sales of one product may affect the sales of another business product. Because of the diversity of the products provided by the business it is very difficult also to find the fixed costs for each associated product.
Even with some practical problems break-even point is still used widely.
We can also mention as disadvantages of break-even analyses, the time consuming to prepare them, the fact that it only applies to a single product or to a mix of products, the fact that the assumption is made that the production and sales are at the same time and also that the sale prices are constant at all levels of output.
Question 2
(a)
Management accounting is the area of accounting that provides internal users like (managers and employees) with timely and relevant information for decision-making.
Management accounting is important in order to help the managers to decide on the prices of products by providing information’s related to costs, market factors, profitability. Essentially the management accounting provides an insight that helps the company management to make the best decisions for the company. In order to make sure that the there are improvements into the efficiency of the company, managers usually use the management accounting towards the controlling, organising, coordinating, motivating and communicating with the members of the staff.
Management accounting is very important in many ways but even that so, it comes with his own limitations and disadvantages as well.
Some of the limitations and disadvantages are:
1.Personal bias
The analysis and interpretation of financial statements are dependable totally on the capability of the analyst and interpreter. Depending on the capability of the manager interpretation, there can be personal prejudices that can affect the objectivity and effectiveness of the conclusions and recommendations.
2.Lack of knowledge and understanding of the related subjects
In case if there is a lack of knowledge towards the managers the then the success of management accounting is questionable and as a result the company success is under scrutiny as well. In order to achieve the company goals the managers have to be very well prepared and the level of the knowledge regarding the related subjects to be very high. 
3.Preference to Intuitive Decision Making
Majority of management accountants and top level executives prefer to use their past experience in order to take business decisions, but this technique is not always an assurance of success, as their past experience might differ from project to project and might have a negative impact towards the existing business.
4.Resistance to Change
Implementation of management accounting through the system comes with some changes in the organisational setup an accounting practices, as a result the personal might be concerned whether they can resist to such changes and still be full of confidence.


















(b)
1.Financial planning
The main objective of any business organisation is to maximise their profits. This objective can be achieved by making a proper financial plan. Financial planning is considered as being the best tool for achieving business objectives.
In terms of financial planning the managers need to take in consideration formulating business strategies, planning activities, and making sure they have the right budgets.
The issue with financial planning is that is made on estimations, future assumptions and past records and is also influenced by other factors which are not in the control of management. 
2.Budgetary control
An important technique in management is the budgetary control. This technique is used to direct the business in the desired direction. In order to use this technique, the management have to into taking consideration, efficient resources usage, performance improvement, safeguarding assets and corporate governance and internal control.
As every other technique budgetary control comes with disadvantages as well.
 If the budgets are revised frequently then the employees will very much probably lose their faith in budgeting. We also have to mention that the future is uncertain and cannot be predictable accurately. Another negative point in terms of budgeting is that is prepared based on estimates.
3. Decision-making Accounting
When a problem occurs in a business, the management is looking for profitable alternatives solutions in order to solve the issues. To select the suitable alternative, the relevant costs are compared to make sure that the damage is minimal.
In terms of decision-making accounting, there are factors that have a negative impact on the business. Time consuming, compromised and subjective decisions, limited analysis, uncertain future and diluted responsibility.
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