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Question 1
a)
Variable costs total = £1.35 + £1.75 + £0.40 = £3.50
Contribution margin = £5.75 - £3.50 = £2.25
BEP units = £180,000 / £2.25 = 80,000 units.
Revenues = 80,000 x £5.75 = £460,000
Gross margin = £2.25 / £5.75 = 0.39 (39%)
BEP revenues = £180,000 / 0.39 = £460,000
b)
90,000 units – 80,000 units = 10,000 units
Profit = 10,000 x £2.25 = £22,500
c)
Advertising campaign £12,500 – Fixed costs = £180,000 + £12,500 = £192,500
Variable costs = £1.90 + £1.40 + £0.40 = £3.70
Units sold = 90,000 + (90,000 x 5%) = 94,500 units
Contribution margin = £6.00 - £3.70 = £2.30
BEP units = £192,500 / £2.30 = 83,696 units
94,500 – 83,696 = 10,804 units
Profit = 10,804 x £2.30 = £24,849
d) 
The break-even analysis is a tool used to determine the amount of product you need to sell in a set period in order to cover your business costs (break-even point). Although it is very popular with a lot of companies, including start-ups, this analysis does have several limitations.
It does assume that the price of the products will be the same for different levels of output which is not true as the fixed costs will vary according to the production. It assumes that production and sales are the same. Unlikely, as most of the times there will be build up of stocks or wasted output. As most businesses sell more than one product the analysis is more difficult to calculate and takes more time. However, it also has some advantages such as predicting the level of risk in a start-up, measures the profit and loss at different levels of production and sales, analyzes the relationship between fixed and variable costs. Considering all these, the break-even analysis should be a planning tool more than a decision-making one.

Question 2
a)
As management accounting is used to help managers with the decision-making process, it is an essential part of achieving the short and long-term goals. 
One of the most important part of management accounting is to determine the existing expenses and create the best tactic to increase the profits. Another important aspect of management accounting deals with audience targeting. Based on the age, gender, location, income level, academic background, lifestyle and personal values of the buyers, the management accountants will determine which market will be more profitable. Another decision that benefits from the help of management accounting is whether the company should make the products themselves or just buy them from a manufacturer. Equally important is the help in creating budgets. Management accountants will analyze former activities and create financial plans for each department, project, new product. Controlling is another important part of management accounting. The work of every part of the company is evaluated and related to the financial performance. This way is much easier to see which areas where profitable and make changes in the ones that were not so profitable. Last major benefit of management accounting is planning. Detecting financial patterns and predicting future developments will help create long-term business policies and implement strategies. 
b)
 In order to achieve the tasks and goals and help with decision making, the management accounting is using a variety of techniques. Margin analysis is dealing primarily with the benefits of increased production. It is one of the most fundamental technique and includes the calculation of the break-even point. Constraint analysis identifies any blockages in the production lines and their impact on the company’s revenues and profits. Capital budgeting analyses the information needed to make decisions about capital expenditures. To help with these the accountants calculate the net present value and the internal rate of return. Inventory valuation and product costing involves analyzing of the actual costs associated with the products and inventory. It also calculates the direct costs related to the cost of goods sold. Trend analysis and forecasting are concerned with identifying patterns and trends of product costs and recognizing unusual variances and the reasons for them.   
