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Question 1 (a)

Contribution per unit = Selling price per unit – Variable costs per unit
Contribution per unit = 11 – 6 = £5

Break – even point = Fixed cost/contribution per unit 
Break – even point = 350,000/5 = 70,000 units 
70,000 x 11 = £770,000

Question 1 (b)

Profit = (Sales – break – even point) x contribution per unit
Profit = (75,000 – 70,000) x 5 = £25,000 

Sales = 75,000 x 11 = £825,000
Costs:
Variable cists = 75,000 x 6 = £450,000
Fixed cost = £350,000
Profit = 825,000 – 450,000 – 350,000 = £25,000

Question 1 (c)

New selling price = £13 (£11 + £2)
New variable costs = £7 (£6 + £1)
New contribution per unit = 13 – 7 = £6
New fixed costs = £360,000 (£350,000 + £10,000)
New sales volume = 80,000 units 
New breack – even point = 360,000/6 = 60,000 units = 60,000 x 13 = £780,000
Profit = (80,000 – 60,000) x 6 = £120,000
Profit =1,040,000 (80,000 x 13) – 560,000 – 360,000 = £120,000

Question 1 (d)

In this part of the exam, will be discussed some of the limitations which comes with the break-even analysis. The main disadvantages are assuming that sales prices are constant throughout all production levels same as assuming that both output and sales are same. Break even charts may take a long time to be created and it can only be applied to a particular product or product combination. (Mathslover, 2021)

In other words, the precision of your break-even analysis is determined by the precision of your data. Break-even analysis may not be the most helpful weapon in your arsenal if your estimates are incorrect or you're dealing with changing expenses. (gocardless, 2021)

Break-even analysis is most useful for businesses with just one pricing point. Break-even analysis may be too basic for your requirements if you have several items with different pricing. Furthermore, keep in mind that prices may fluctuate, so your break-even threshold may need to be re-evaluated and modified in the future. (gocardless, 2021)

Another limitation of a break-even analysis concerns the fact that competitors aren’t factored into the equation. New entrants to the market could affect demand for your products or cause you to change your prices, which is likely to affect your break-even point. (gocardless, 2021)

Question 2 (a)

Management Accounting offers comprehensive insight into the financial and resource flow aspects of your business, allowing you to make fast decisions based on real facts. It distinguishes what's essential from what's not, identifies faults, and gives you the tools you need to develop long-term growth plans for your company. (McLean, 2018) Small and medium businesses, particularly those in the early stages of growth, need fast and efficient choices to increase revenue and market competitiveness. As a result, managers must have a thorough understanding of all areas of company operations in order to decide the best course of action. Management accounting offers managers with performance and financial data that enables them to create new strategies based on the information provided. To really comprehend the significance of management accounting, we must go further into the subject. (McLean, 2018).

While management accounting focuses on the internal, financial accounting focuses on the exterior, with the goal of producing accurate financial statements that can be communicated outside the business. (Girsch-Bock, 2020)

Consider this: managerial accounting is used by management to improve the company's operations, while financial accounting is utilised by third parties to evaluate if the Financial Accounting Standards Board (FASB) and other regulations have been met. (Girsch-Bock, 2020)

Few if the differences between management and financial accounting are:
1. Looking forward vs. looking back
2. Reporting focus is different
3. Estimates vs. facts
4. Legal requirements
5. Tools

Managerial accounting is concerned with finding a solution to particular management problems, while financial accounting is concerned with the business as a whole. (Girsch-Bock, 2020)

	MANAGERIAL ACCOUNTING

	FINANCIAL ACCOUNTING

	Used internally

	Used externally

	Looks ahead

	Looks at historical performance

	Looks at operational and financial data

	Only looks at financial data

	Focuses on specific management needs

	Reports on the entire company

	Managers can choose the information they need

	Information is provided based on outside regulators


                                [Table source: (Girsch-Bock, 2020)]





Question 2 (b)

 In this part will be discussed three of the techniques used by management accountants to achieve the objectives of management accounting. The three different techniques are: Financial Statement Analysis, Fund Flow Analysis and Marginal Costing


1. Financial Statement Analysis

First technique used by management accountants is Financial statement analysis, financial documents such as the profit and loss account and the balance sheet are crucial. These claims are examined for various time periods. This kind of study aids management in determining the pace of development of a company. Comparative financial statements, common size statements, and ratio analysis are used in this study. (accountlearning, 2015)

Every business, produces and monitors three major financial statements: the balance sheet, income statement, and cash flow statement. These financial statements are used by businesses to manage their operations and to offer reporting transparency to their stakeholders. All three assertions are intertwined, resulting in many perspectives on a company's operations and success. (Kenton, 2021)

External stakeholders use it to assess an organization's general health as well as its financial performance and commercial worth. Internal stakeholders utilise it as a financial management monitoring tool. (Kenton, 2021)

2. Fund Flow Analysis

Second technique is Fund Flow Analysis. This study determines how much money has moved from one period to the next. Furthermore, when compared to the prior year, this study is extremely helpful in determining if the money is being utilised effectively. This study also reveals changes in working capital and cash from operations. (accountlearning, 2015)

The fund flow focuses only on cash movement—that is, it represents the net movement after accounting for monetary fund inflows and outflows. It will also detect any behaviour that is unusual for the business, such as an out-of-pocket expenditure. Today, the money flow statement is more helpful in investing. Investor sentiment may be measured in terms of several asset types. If the flow of money into stocks is positive, for example, it indicates that investors are optimistic about the economy—or at least about the short-term profitability of listed businesses. (Ross, 2021)

3. Marginal Costing

Only method left to discuss is the Marginal Costing, this techniques is use to set the selling price, choose the optimal sales mix, make the best use of limited raw materials or resources, decide whether to manufacture or purchase, accept or reject bulk orders and international orders, and so on. This is based on fixed, variable, and contribution costs. (accountlearning, 2015)

All expenses that fluctuate with the amount of output are included in the marginal cost of production. For instance, if a business has to construct a whole new plant in order to manufacture more products, the cost of doing so is a marginal cost. The amount of marginal cost changes depending on the quantity of the product being manufactured. (TUOVILA, 2021)

The idea of marginal cost of production is significant in managerial accounting because it may assist a company optimise output via economies of scale.
A business that wants to maximise profits will produce until marginal cost (MC) equals marginal revenue (MR). (TUOVILA, 2021)
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