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Question 1:
	Sales price
	5.75

	Variable costs
	(3.5)

	Contribution
	2.25



Workings:
Variable cost: 1.35+1.75+0.40 = 3.5
a)
Break-even point in units:
180,000/2.25 = 80,000

Break-even point in revenue
180,000/0.0025 = 72,000,000
Workings:
2.25/90,000 x 100 = 0.0025
b)
	Revenue (90,000x5.75)
	517,500

	Variable costs (90,000 x 3.5)
	315,000

	Contribution
	202,500

	Fixed costs
	180,000

	Operating profit/(loss)
	22,500



c)
	Direct Labour
	1.35+0.05 = 1.40

	Direct Materials
	1.75+0.15 = 1.90

	Other Direct costs
	0.40



90,000 x 5% = 4,500
90,000 + 4,500 = 94,500 units (Sales)
Selling price: 5.75+0.25 = £6
Variable cost: 1.40+1.90+0.40 = 3.70
	Revenue (94,500x6)
	567,000

	Variable costs (94,500x3.70)
	349,650

	Contribution
	217,350

	Fixed costs
	192,500

	Operating profit/(loss)
	24,850



Workings:
Fixed costs: 180,000+12,500 = 192,500
Contribution: 6 – (1.90+1.40+0.40) = 6 – 3.7 = 2.3
d)
The breakeven analysis in an effective tool to outline the point at which the business, service, or any new product or existing product will start to make profit. It is the financial costing of how much products or services must be sold in order to start making the profit (Scott, 2019). Although an effective tool, breakeven analysis has few limitations: 
[image: 5.4 Limitations of Break-Even - YouTube]
One major limitation is that of assumptions it makes regarding the products being sold. It assumes that entire stock has been sold. To cope up with this limitation, businesses adds a margin of safety to enhance their accuracy of breakeven point.
Another important limitation is the ignorance of semi variable cost, even though majority of costs are semi variable. Further limitation is that in break-even analysis the fixed cost can also change depending on the output level (Curry, 2019)
The selling price must be changed in order to cope up with the breakeven point and to sell extra products or services.

Question 2:
a)
Management accounting takes in view the important strategic business decisions while considering the financials outlined using the financial statements. Both management and financial accounting are required to ensure that business decisions are effectively taken. This is why both the accounting tools are being practiced by the organization both internally and externally (Curry, 2019)
The financial accounting helps the business to determine its important financials and outline financial stamens of the business, while management accounting makes decisions and forecast the future of business by keeping in view these factors (Zakirova et al., 2020). Financial accounting takes in view previous data, while management accounting takes in view future data and forecast financials based on it. Financial accounting resolves around management of profit and maximization of profit while management accounting revolves around management of business risks and outlining the solutions to certain risks that emerges.
The problem solving aspect coupled with profit maximization aspect of both management accounting and financial accounting, respectively, makes the two tools vitally important for the success and smooth operations of the business.
b)
The business is able to undertake key decisions with the help of implementing a number of different tools and techniques. These tools are implemented by the business to ensure that it is able to effectively meet its objectives and defined goals. These are a combination of financial tools and techniques (Zakirova et al., 2020). These include:
Variance analysis is the comparison of actual versus budgeted sales and other key variables. This helps the business to make key decisions regarding budgeting and other strategic level decisions. 
With the help of inventory valuation, the business is able to determine how much inventory is required and how much inventory is currently present within the business. It also takes in view the lead time of the inventory and helps in allocation of resources such tat o resource gets wasted or exhausted (Zakirova et al., 2020)
Capital budget takes in view the overall picture of capital that the business has in hand and the required capital that needs to effectively run the business operations.
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Limitations of Break-Even analysis:

Forecast sales not as predicted?
Impact of Competitors

Promotional offers may affect the figures
Suppliers may change prices

Price increase may -> fall in sales

BE only applies to a single product





