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Question 1.

Selling price 11 pounds
Variable cost per unit 6 pounds
Fixed cost of production 350,000 pounds
Current sells 75,000 units

Answer

a) Contribution per unit 11-6=5pounds
Break even point(units) 350,000/5=70,000 units

b) Profit (75,000-70,000)*5= 25,000 pounds
c) Contribution per unit= 13-(6+1)=6 pounds
Break even point (350,000+10,000)\6= 60,000
Profit = (80,000-60,000)*6=120,000pounds

d) Limitations of break- even analysis are the unrealistic assumptions-products are not sold at the same price at different levels of output. Fixed costs do vary when output changes. Sales are unlikely to be the same as output- there may be some build up of stocks or wasted output too. Variable costs do not always stay the same. For example as output rises, the business may benefit from being able to buy inputs at lower prices, which will reduce the variable cost per unit. Most businesses sell more than one product, so break-even become harder to calculate.

QUESTION 2

(a) Management accounting provides deep insight into details of your company finance and resource flow so you could reach a timely decision based on actual data. Management accounting information is aimed at helping managers within the organization make well-informed business decisions, while financial accounting is aimed at providing financial information to parties outside the organization.
(b) The three techniques which I am interested the most and want to discuss are
1. Financial planning
2. Analysis of Financial Statements
3. Historical cost accounting
Financial planning is the act of deciding in advance about the financial activities necessary for the concern to achieve its primary objectives. It includes determining both long term and short term financial objectives of the enterprise, formulating financial policies and developing the financial procedure to achieve the objectives.
The analysis is an attempt to determine the significance and meaning of the financial statement data so the forecast may be made of prospects for the future earnings, ability to pay interest and dept maturities and profitability of a sound dividend policy.
The historical cost accounting provides past data to the management relating to the cost of each job, process and department so that comparison may be made with the standard costs. Such comparison may be helpful to the management for cost control and for future planning.


Reference: internet sources for non-numerical questions

