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Question 1 

a) Contribution per unit = selling price per unit – variable cost per unit
Contribution per unit = £11 – £6 = £5 

Break- even point = Fixed Cost/Contribution per unit = 350,000/5 = 70,000 units
Break- even revenue = Fixed cost/Contribution margin 
Contribution margin = Price of Product – variable cost = £11 - £6 = £5
£350,000/£5 = £70,000

b) Profit = (75,000 – 70,000) X 5 = £25,000
c) New selling price= £13
New variable cost = £7
New contribution = £6

Profit
d) Assumes variable costs increase at a steady rate in line with activity, few costs are truly variable, fixed costs are only fixed to a certain point.





Question 2 

a) To explain how important business accounting is and how it is different from financial accounting, I would like to give the definition of both. 
               Financial accounting is a type of accounting that includes a method of summarising, documenting and reporting of transactions from business operations for a period. Transactions are outlined including the balance sheet, income statement and cash flow, those documents show financial results of the company over a particular period. Financial accounting is concerned with the provision of information to external parties outside the organization. Drury, Colin (2012).
                Management accounting is concentrated with the provision of the information to people within the organization to help them make better decision and improve efficiency of existing operations. Management accounting is very important for business because it provide keys that can help a company’s management team to make a better decision. 

Differences between financial and management accounting.
· When we compare financial accounting and management accounting, we can see that management accounting is more privet and use for internal users whereby financial accounting is for external users.
· Management accounting reports are much more focused, we prepare them for a particular reason, there are much more detailed, there are more easy writing compared to financial accounting, where we put just figures without explaining them. 
· Management accounting reports are not regulated, we don’t have any standards we have to follow, whereby in financial accounting we have standards that’s need to be followed (p&l statement etc…). 
· Management accounting reports are prepared more frequently, it could be on a daily basis, weekly or monthly basis unlike financial reports which we prepare just once per year.
· Managements accounting reports are all about the future where financial reports we preare after something has happened, it’s more like the history.
· Management reports include financial and non-financial information, where in financial accounting we put just financial information. 
b) Management accounting use different techniques to achieves company’s goals. I want to describe three of them and explain how important they are for management team to improve their work.
· Financial planning is a tool which help managers deciding in advance about the financial activities to achieve objectives. It includes long and short-term financial objectives of the enterprise as well as formulating financial policies and developing the financial procedures.
· Budgeting control is use for planning and control of various activities of business. Its important technique of directing business operations in a desired direction.
· Marginal costing is a system of presentation of sales and cost for managers to take short term decision. They use it to control cost, budget and planning. 
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Drury, Colin, Management and cos accounting, Cengage Learning, 2012














 


