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Question 1
A)   calculate the break even point of product 
         
         fixed costs 350.000 / selling price 11 – variable costs 6 = 5
          350.000 / 5 = 70.000 Pounds
         70.000 x 11 = 770.000 Pounds

B)   Profit =  75.000 – 70.000 = 5000 x 5 = 25.000 Pounds
         
C)  Calculate the new profit figure for improved product

new selling price: 13 Pounds
new variable costs: 7 Pounds (6+ 1the increase)
       new contribution: 13 – 7 = 6 Pounds
       new fixed  costs: 360.000 ( 350.000 + 10.000)
       new sales volume:  75.000 x 2 ( 13- 11= 2) = 150,000
       new BEP: 360.000 / 6 = 60.000
       Profit: 80.000 – 60.000 x 6 = 120.000 Pounds 

(I am writing Pounds as the money because I do not have the sign for the Pounds just $  sign in my laptop.)

D) Break even analysis assumes that will be sold all the stock. But new entrants to the market could affect demand for the product or cause the change of prices which will affect the break even point.  In case of increase of customer demand will include additional costs e.g overtime. 



QUESTION B


A) Management accounting is basically the way how the administration reports and records and give the  budget data to directors to make decisions, also give money related data to supervisors to make short and long term decisions. Also helping supervisors inside the association with basic leadership. Financial accounting is future oriented and investor focused more.  The financial accounting and management accounting need to work closely together for a successful business, financial accounting need the budget numbers from management accounting to be entered in the accounting software.
B)  1) Financial planning :is very important technique  and this act is a deciding and is made in advance about the financial activities necessary to achieve objectives. Used for long and short term financial objectives as well. 
2) Decision making: another important management accounting technique, because is important to select the best alternatives. Management accounting helps the management through the techniques of marginal costing, capital budgeting, differential costing to select the best alternative for maximise the profits.
3) Historical cost accounting: this give past data about management relating to the cost of each job, process and department so that comparison may be made with the standard costs. This  comparison may be helpful to the management cost control and for future planning.
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