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Answer to the QUESTION 1  
Requirement (a) 
Given that, 
	Components
	£

	The selling price of product A 
	11

	Per unit variable cost 
	6

	Total Fixed Cost 
	350000




	The formula of break Break-Even for unit and revenue


	
Break-Even point formula for unit 
	



	



Break-Even point formula for revenue 


	



	
	
Here, the contribution margin ratio








So, the Break-Even point of Product A in unit is = 350000/ (11-6) = 70,000 units
So, Contribution margin ratio is = (11-6)/ 11 = 0.4546 
So, Break-even point in revenue is = 350000 / 0.4546 = £769,907

Requirement (b) 
Profit made on sales of 75,000 units 
Here the profit after variable cost per unit is (11-6) = £5 
Gross profits after variable cost is (75,000*5) = £375,000
Profits after fixed cost is = (375,000-350000) = £25,000

Requirement (c) 
Given, 
	Components
	£/units 

	Advertising campaign costs
	£10,000

	Per unit variable cost increased by £1
	£7

	Expected selling price 
	£13 

	Expected selling units 
	80,000 unites



Profit made on sales of 80,000 units 
Here the profit after variable cost per unit is (13-7) = £6 
Gross profits after variable cost is (80,000*6) = £480,000
Profits after fixed cost is = (375,000-360000) = £120,000

Requirement (d)  
The limitations of break-even analysis are briefly discussed below- 
· In breakeven analysis, variable and fixed costs need to be separated clearly but this is a little bit complex and not possible for all cases. 
· The method ignores some important issues. For example, costs and prices are not constant and it is changing based on the situational change anytime. As the break-even analysis method ignore the long period it is not effective to measure long-term profitability. 
· The analysis is not effective to control the operating and managerial costs. 
· The system is not perfect to measure profitability to the service offering business. 
However, every analysis methods have some limitations. A business organisation should apply multiple financial analysis techniques to make the perfect decision. The Breakeven point analysis technique is very effective to get an overall measurement of profitability and setting goals. It is very effective to make short-term decisions and setting short-term goals.      

Answer to the QUESTION 2 
Requirement (a) 
Management accounting and its importance 
Management accounting is an information and financial reporting system that aims to internal use of the business. The managers use the information of managerial accounting to make business plans, goals, objectives, and business strategies. The importance of managerial accounting is briefly discussed below- 
· It is significant to assess the performance of the business from time to time. The manager can make the decision based on the report of managerial accounting. 
· It also helps to make production and inventory decisions that are very important to run the operational activities perfectly. 
· The manager can make strategic decisions based on the report and information of the business. 
· It helps to increase the efficiency of the business especially the production and marketing activities of the business. 
· It is also significant to take strategic steps in order to increase the profitability of the business. 
· Managerial accounting practice provides reliability as the manager can track the performance of the business from short to long term.  
Difference between managerial accounting and financial accounting     
	Management accounting
	Financial accounting

	It is the accounting and information system that makes financial statements for a business’s internal use only. 
	The financial accounting system is to make financial reports focusing on external use but it also is used internally.   

	A business organisation is free to make any suitable system to keep information and making financial reports. It means there is no legal barrier in making statements. 
	In financial accounting, the reporting system and statements are highly regulated. The information of the financial statement is for public use such as shareholders, creditors, and investors, etc. So, the figure inputting and calculation system is regulated. It follows the standard of GAAP.  

	It measures business performance and performance of specific operational areas also.  
	It calculates income statements, balance sheets, and other reports based on legal requirements. 

	It is related to inventory, production, sales, the performance of the business, and what information the management required. 
	It is related to tax accounting and auditing. 

	The time of making statements and reporting is determined by the management. 
	The time of publishing a report is determined by the regulatory authority of the country such as the SEC and other government authorities. 






Answer to the QUESTION 2 
Requirement (b) 
Management accountants can achieve the objectives of management accounting using the three techniques: Cost accounting, Inventory management, and Price optimization. These are briefly discussed below- 
Cost Accounting 
This technique is effective for calculating the cost of manufacturing companies. The system is supposed to identify the cost, recording the costs, calculating the cost, and reporting the costs that are related to the production. This technique is classified into two such as job costing and process costing. 
Job Costing: This technique helps the manager to calculate and reporting multiple costs of a product separately. The manager can track the cost of production separately and can easily control the cost. 
Process Costing: This technique helps the manager to calculate and report the cost of production processing. Some manufacturing companies have complex production processes. This technique is effective to track the cost of production of these companies easily. 
Inventory Management Accounting
Every business organisation has some operation of inventory management. It is very significant for manufacturing companies. However, it is very important to calculate economic order quantity (EOQ) to reduce the cost and run the operation smoothly. This accounting system creates various financial reports that help to control the inventory and raw materials of the business. 
Price Optimization System
Price movement and market demand are other significant issues for a business organisation. This system helps to measure the relevant price and market demand of the products. A manager can make an effective production plan, price decision, and marketing strategy based on a price optimisation system. 
Management accounting has a lot of effective reporting systems and techniques that help a manager to make effective business decisions and creating a perfect business strategy. Cost accounting, inventory management, and price optimization techniques are the core of them. A manager should apply the techniques in achieving the aim and objectives of management accounting. 
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