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Question 1 (a) Answer:
Break-even point(units):
 Break- even point=Fixed Costs/ (Sales price per unit – Variable costs per unit) 
Sales price per unit=£5.75
Total Variable cost per unit=direct labour costs +direct materials cost + other direct costs
Total Variable cost per unit=1.35+1.75+0.40=£3.5
Fixed costs=180000£
Contribution per unit=5.75-3.5=£2.25
Break- even point (units)=180000 / (5.75-3.5) =80000 units
Break even - point in revenue:
Break even-point in revenue =80000*5.75=£460000
(b) Answer :
Profit = (90000 – 80000 )*2.25=10000*2.25=£22500
(c) Answer:
New selling price=5.75+0.25=£6
New fixed costs=180000+12500=£192500
New variable costs=£3.7 per unit
New contribution per unit=6-3.7=£2.3
New sales volume=94500 units
New BEP (units)=192500/2.3=83695 units
New BEP (revenue)=83695*6=£502170
New profit = (94500-83695) * 2.3=£24851
(d) Answer:
Break-even point is that point where a business doesn’t make a profit or loss.
The break-even analysis is based on assumption that total variable cost and total revenue are linear which this is not the case in real life. Because the break-even analysis is usually made in advance of actual activity taking place, it makes it very difficult to predict the future revenue and costs.
The fixed cost is also subject to change over the time. This might include the salaries or the administration costs which can change at different points.
Another limitation of the break-even analysis is that it only works for a business with one product. Most of the businesses provide more than one product or service, which make it problematic for the break even analysis because  the additional cost of sales of one product may affect the sales of another product of the business.
Where a business fails to reach it's break even point actions need to be taken to remedy the problem .there should be a increase in sales or a reduction in cost
or both(Atrill , Mclaney,page 270)
Question 2
(a)   The management accounting is the process of identifying, analysing, measuring and communicating the financial information of a business to help the managers in decision making in order to achieve the business goals and objectives.
        Management accounting focuses more on forecasting and long term decisions of a business.
It is necessary in helping the business owners to make the right decision such in for example reviewing and launching new products or regarding the staffing of a business.
       In reviewing products the management accountancy provides all the financial information if a product is profitable, and if is not how to remedy that.
If a business is looking to launch new product the management accounting it is even more important because it supports at every stage from initial planning to execution by providing a detailed picture of production capabilities .This is very important because is providing information about costs and quantities of the product and also if is required to hire new staff .
        Another aspect where management accounting can help is in staffing area where it help the business owners in deciding about how much new  staff can  they hire and how much will get back from the investment in personnel.
        It is necessary in defining budgets where it analyses the former activities of the business and defines the future actions regarding the investments.
Make or buy evaluations is another aspect where management accounting is important. It helps to make the right decision in choosing to make a product on your own or to buy it from a third party manufacturer, by evaluating the real cost of each option and determine which one is most profitable one.




(b) 

Financial planning is about creating the financial activities necessary for a business to achieve the short term and long-term objectives. This is necessary in order to determine the capital required, the sources of funds and the distribution of funds as well.
Decision making 
When there are different options of doing a particular work, it is necessary for the management to select the best option in order to maximise the profit of a business.
Based on the techniques of marginal costing, capital budgeting and differential cost the management accounting helps the managers to take the  best decision  for the business  profits.
Controlling is a very important aspect of management accounting.it evaluates the work of all business  departments and makes conclusions about the financial performance .In this way  the senior executives  can easily see  the reasons for the loss or profit of the company making  it more easier for them to reduce operational costs by cutting the salaries in underperforming departments  for example ,or investing in the profitable department  which will also increase the profitability of the business  as well.
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