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Question 1.

[bookmark: _GoBack]A) To calculate the break-even point in units we use : 
Fixed cost divided by sale price per unit minus the variable costs per unit
180000 / (5.75 - 3.5)
180000 / 2.25 = 80000


B) We calculate profit by the formula : Total Revenue – Total expenses
Revenue = Numbers of units sold (90000) x Average price ( £5.75 ) = 517500
Expenses = Direct labour + Direct Materials + Other direct costs
£1.35 + £1.75 + £0.40 = 3.5
90000 x 3.5 = 315000
Profit : 517500 – 315000 = 202500


C) 
Advertising = £12500
Direct Materials + 15p per unit : £1.75 + £0.15 = £1.90
Direct Labour + 5p per unit : £1.35 + £0.05 = £1.40
Other costs : £0.40
Selling price + 25p : £5.75 + £0.25 = £6
Sales increase by 5% : 90000 + 5% = 94500
Revenue : 94500 x 6 = 567000
Expenses : 94500 x 3.7 = 349650
     349650 + 12500 ( advertising ) = 362150
Profit : 567000 – 362150 = 204500

D) Businesses are selling more than just one or a type of product
Costs and revenues are not constant in most of the cases
Costs can increase
Assuming that every product is sold







Question 2. 

A)  Management accounting is very important in any business even if they are small or big. Both will benefit from management accounting.
      In definition, management accounting is a different type of accounting that deals with supplying financial information that helps managerial decisions.
     One of the main role of management accounting is helping managers to make decisions regarding profitability, prices of products, market factors, costs, and also can help in controlling the lifecycle of existing products and the viability of the new products.
     It is very important for each business to be in accordance with the law so the preparing of financial accounts is an important part. Management accounting helps each company in making the right decisions regarding staff, launching of the new products and also reviewing the existing products. In staffing, management accounting’s part is to let managers/owners know what budget they afford spending for staff and is they afford hiring new people. If a company is looking to launch new products, management accounting can support from the initial plan through to execution. It helps companies by giving detailed information regarding the market and the capabilities of the product and also can help to determine the price of the new product. In reviewing products, management accounting is also important as it provides information about financial and business-crucial statistics that can help managers decide which are the profitable products and which are not.
    In conclusion, as listed above, there are many important roles of management accounting that help each business live for a long term on the market.

B)  There are a number of techniques that a management accountant use in order to achieve a company’s goals.
     One of the techniques is marginal analysis. This evaluates profits in opposition to various types of costs. It involves calculating the break-even point, that requires knowing the contribution margin on the company’s sales mix. In this case, sales mix is the proportion of a product that a business has sold when compared to the total sales of that business. This is used to decide the unit volume for which the business’ gross sales are equal to total expenditures. Like that, management accountants can control the price points for different products.
    Another technique in managerial accounting is constraint analysis, which calculates profits and cash flows regarding a product. Helps in the determination of the problems products cause,  and their impact on profit, revenue and cash flow.
   Capital budgeting is also a technique that management accountants use in order to achieve a business’ goals. This helps the accountant calculate the net present value and internal rate of return to help managers with capital budgeting decisions.
    Another technique is the inventory valuation and product costing which deals with calculating the actual cost of products and services. This process is about computing the overhead charges and assessement of direct costs associated with cost of goods sold.
   The last technique is trend analysis and forecasting which deals with variations in product costs. The resulting data is important in the indentification of unusual patterns and finding efficient ways to determine and resolve the unerlying problems.







