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Question 1

Fixed costscontribution margin/unit = break-even point/unit 
£1,35 + £1,75 + £ 0,40 = £ 3,50  variable cost/unit
£ 5,75 - £ 3,50 = £2,25  contribution margin/unit

a)
	Fixed cost
	£ 180,000

	Selling price/unit
	£ 5,75

	Variable cost/unit
	£ 3,50

	Break-even point in units
	80,000 (180,000/2,25)

	Break-even point in revenue
	£ 460,000 (80,000 x 5,75)




b) 

For the 90,000 units sold, the profits will be calculated as follows:

((price per unit – variable cost per unit) x sales unit) – fixed cost = profit made on sales

	Selling price/unit
	£ 5,75

	Variable cost/unit
	£3,50

	Contribution margin/unit
	£ 2,25

	Sales unit
	90,000

	Fixed cost
	£180,000

	Profit

	£22,500







c) 
Currently sales = 90,000 units
Increased sales = 90,000 x 5% = 94,500 units
Selling price/unit = £5.75
Increased price/unit = £5.75 + £0.25
Fixed cost = £180,000
New fixed cost = £180,000 + £12,500 = £192,500
Variable costs = Direct labour + Direct materials + Other direct = £1.75 + £1.35 + £0.40 = £3.5
New Variable costs = £3.5 + £0.15+£0.05 = £3.7
The new profit figure for the improved Sandals = Sales - Variable cost – Foxed cost = (95,5000x6) – (94,500x3.7) – 192,500 = £24,850


d) 
Break-even point = Fixed Costs / (Sales price per unit -Variable cost per unit) = 180,000 / (£5.75 – (£1.35 + £1.75 + £0.40)) = 80,000 units

Break-even point is the level where expenses and revenues are equal. In this case at 80,000 units, company is in a position of no profit no loss. If the number of units exceeds 80,000 the company would make profit. The limitations of break-even analysis are variable costs per unit, fixed cost it may change in future, its only about cost and it has not effect on revenue part.


Question 2

a)	Managerial accounting is important because it helps and guides managers within organizations to make correct and well-defined business decisions can also guide, supervise in a correct and accurate analysis the managers' decisions. Managerial accounting gives financial information and guides managers in making decisions in companies. It is mainly used by managers to make decisions that develop companies and organizations financially and organizationally. It should be specified that managerial accounting differs from financial accounting because it provides half-yearly or annual information to both inside and outside companies compared to managerial accounting provides information only to people inside the company. Managerial accounting is about planning and budget forecasting, the latter are done at a high level and require the preparation of new capital budgets in which are found in detail certain future expenses such as forecasting new acquisitions or equipment. Another important objective that we find in managerial accounting is the management decision. It is used to conduct cost-benefit investigations related to newly prepared projects and to provide information for those that are ongoing. This objective aims for the projects to be at a low price, in a short time but with a favorable result.

[bookmark: _GoBack]b)
Techniques witch the management accountant can use to achieve the objectives of planning, controlling and decision making
Margin Analysis 
Margin analysis is essential in accounting because through this analysis management identifies profitable products against unprofitable ones. Through this method you can plan the production strategy for an optimal mix of sales and production and can determine which ones should be sold and which ones should be stooped.
Capital budgeting
This technique it helps us to analyse and make decisions about the capital spent, through this method we calculate the rate of return and helps us in reviewing budgets and calculating the repayment period.
Trend Analysis and Forecasting 
This technique is used to observe variations in product costs, to estimate future sales, to estimate stock volume. This technique is useful for detecting changes and increases in performance but also what has happened in the past.






