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Question 1 
· Current selling price- 11£
· Total of variable costs per unit- 6£

· Fixed costs of production- £350,000

· Company currently sells – 75,000 units

answers:

a. Break-even points (units)= Fixed costs / Contribution per unit= 350,000 / 5= 70,000
Contribution per unit= selling price per unit – variable cost per unit =11-6 = £5 

Fixed costs = £ 350,000


Break-even point (revenue)= Fixed costs / Contribution Margin Ratio= (Fixed costs x sales) / (sales- variable cost) = (350,000 x 825,000) / (825,000 – 450, 000) = £288,750,000 / £375,000=£ 770,000

Sales(revenue)= 11 x 75,000= £825,000
Variable cost (revenue)= 6 x 75,000 = £ 450,000
b. Profit = Sales – expenses = 825,000- (350,000+ 450,000) = 825,000 – 800,000= £ 25,000
Total expenses= fixed cost + variable cost= 350,000 + 450,000= £ 800,000
c. Profit(new)= Total new sales- Total new expenses= £1,040,000 - £920,000= £120,000

Total new sales= sales new price per unit x units= 13 x 80,000=£ 1,040,000

Total new expenses =variable new cost+ fixed cost + advertising cost = 560,000+ 350,000 + 10,000=£ 920,000

Variable new cost= Variable new cost per unit x units = 7 x 80,000 =£ 560,000

d. Break-even analysis will not tell us how the sales are going to be or how many people will want to buy what company sells is just telling us how many units we need to sell in order to break even.
Limitations assumes variable costs increase at a steady rate in line with company activity. Like in our example from £450,000 to £560,000.

Question 2 answers:

(a) .
The management accounting refers to the collection, identification, measurement and reporting of information to help managers to make affective decision. (Z. Hogue,2002)
Financial accounting measures and records business transaction and provides financial statements that are based on generally accepted accounting principles, as well as, relevant accounting standards. It mainly concentrates on external reporting. Financial accounting prepares such reports as income statements or profit and loss account, balanced sheets or statements of assets and liabilities, cash flow statements and change in equity. (Z. Hougue,2002).
Management accounting is concerned with the provision of information to people within the organisation to help them make better decision, whereas financial accounting is related to the provision of information to external parties which are outside of the organisation. (J.C. Drury,1992)
The management accounting has a big role and importance as the managerial accountants need to analyse various events, to evaluate the performance of the organisation in order to achieve them specific goals also to analyse the company performance. They help to provide information regarding the company by analysing every line of product, facility, operating activity. That information is helpful for the managers of a company in their decision-making process. 
According to CFI the branch which is focused on helping managers to identify, analyses, measure and account information is named managerial accounting or cost accounting. The aim of it is to focus on internal reporting and helping to take the proper decisions. The financial accounting is concern on the reporting and coordination of company financial transaction to investors, lenders which are outsiders while the managerial accounting is just focused on the internal reporting to help making decision.  
(b).
In the order to achieves the goals, managerial accounting relies to different techniques like the margin analysis, capital budgeting, inventory valuation and product costing etc.

1. Margin analysis

This is the most fundamental and essential technique in management accounting which includes the calculation of the breakeven point. The break event point calculation determines the optimal sales mix for the company’s products.
Margin analysis is concerned with the incremental benefits of optimizing production. 

2. Capital budgeting

The capital budgeting helps managers to take decision on the new capital budgeting. Capital budgeting analysis relate on calculating the net present value, which is the value of all future cash flows over the entire life of an investment discounted to the present, this determinate the value of business, investment security and the internal rate of return which is the discount rate that makes the net present value of project zero.
3. Inventory valuation and product costing 
The company’s products coasting and inventory valuation are analysed and identified with the actual costs and this process of inventory valuation means the calculation and allocation of the direct cost of cost of goods sold. The cost of goods sold measures the “direct cost” supported in the production of any services or goods. This include material cost. 
            (Corporate finance institute, 2015-2021)
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