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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)
There are many limitations of breakeven analysis. The first is that there are unrealistic assumptions been made as the products are not sold at the same price if the output level is differentiating. Sales are unlikely as the output as there is always going to be something which gets lost or destroyed in the process (Garrison et al., 2009). Variable costs vary by time and they do not remain the same with time. As we know that most businesses usually do not sell just one product this is why it is hard to get the breakeven for more than one product. This is why it should be considered a planning tool rather than a decision making one.

Question 2:
a)
Management accounting plays a vital role in the financial growth of any business. It helps in analyzing the results with comparative to the busted results (Horngren et al., 2013). Budgeting is the process which helps the business to project for the expenses and cash inflows and cash outflows of the business for a specific time period. It also helps in the decision-making process for a specific project. 
Financial accounting is necessary as per the law for any business but management accounting plays an important role in the profitability of a business and helps to analyses the performance of a business over period of time (Larry and Christopher, 2009). Finally, it could be stated the both, financial accounting and management accounting are necessary for the management of a business.
b)
There are several techniques which could be followed by the management accountants to achieve the respective objectives for the business. Variance analysis is one of the major techniques to analyze the difference among actual and budgeted results which could help the business to take steps for improvements in future (Lucey, 2003). 
Second major technique which could be used by the management accountant is capital budgeting. Capital budgeting always plays a vital role in analyzing a specific project and to make decision for it. Inventory valuation is also a major technique for the management accountants for the valuation of stock and makes decisions accordingly (Larry and Christopher, 2009). It also assists in financial management of the business. Finally, it could be stated the management accounting is playing a major role for the growth and sustainability of a business. 
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