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QUESTION 1
A) Breakeven in units 350000/5 = 70000
Breakeven in revenue 35000/0.45 = 777,777.778
B) Profit is 75000-70000(breakeven)=5000 then 5000X 5(profit per unit) = 25000

C) New profit 6(new profit per unit) x 80000 =480000-360000=120000

D) Breakeven analysis is based on all costs and expenses which can be separated into fixed and variable components. The breakeven analysis doesn`t take into consideration the amount of capital at any business. I mean that the capital employed is very important determinant for the profitability of a business

The assumption that only one product is produced or a product mix will remain uncharged is difficult to find in practice.
Breakeven analysis helps in the determination of selling price to give the desired profits, in the fixation of sales volume to cover a given return on capital employed



QUESTION 2
A) Management accounts are done monthly to give financial information of how the business is performing. Financial accounts are prepared at year end to show the full years trading of the business

B) Managements accounts:
Make sure all data is accurately captured on a daily/monthly basis
Make sure all the monthly journals are put through the management accounts
Make sure sales and expenditure accounts are reconciled. Bank must be reconciled daily/monthly.

