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Question 1 
A.  Break even in units 350000/5=70000
 Break even in revenue 35000/0.45=777,777,778

B. Profit is 5000x5=25000

C. New profit 6x80000=480000-360000=120000

D. Break even analysis is a practical tool for businesses and sturt ups but it has limitation. Some of this are:


1)Breck even is the minimum point of production where total cost are recovered and the main idea is that all costs and expenses can be clearly separated into fixed and variable. But in practice it may not be possible to have a clear separation.

2)Theoretically fixed costs remain constant but in practice they tend to vary

3)Variable costs vary in proportion with the volume. Practice wise, they do vary but rarely proportionally

4)In theory the selling price remains fixed/unchanged. But in practice it depends on many factors like competition, demand, market…

5)Theoretically business conditions should not change which is not realistic

6)It assumes that production and sales are equal, which is rarely verified in practice


    


Question 2

A) Management accounting is the process of preparing management reports and accounts that provide accurate and timely financial and statistical information to managers to make long term or short term decisions.
It identifies, measures, analyses, interprets and communicates information to unable an organisation to pursue it’s goals.

The important roles or management accounting are:
-Helping forecast the future of the business
-Forecasting cash flow
-Helping in make or buy decisions
-Helping understand performance variances
-Analysing the rate of return
-Planning
-Identify early signs of problems
-Strategic management
-Defines budgets
-Control and regulations within the organisation

Management accounting uses various tools such as:
-Ratios
-Skills and ability to read and analyse financial statements
-Management information systems
-Key performance indicators 
-Stimulations 
-Financial modelling
-Game theory
-Balance scorecards and any other set of data that the company can produce can be used to complete the analysis

Management accounting differs from financial accounting 
While financial accounting provides information to people inside and more importantly to people from the outside of the organisation, management accounting is focused on helping managers inside the organisation with making

Precise and accurate data is vital in the success of s company
Without a clear insight it is unrealistic to predict the current or future state of the business or plan future business strategies.
Even though having a management accounting department within the organisation is optional, management accounting can be  critical in modern business environment.


B)The techniques used by management accountants are comparative financial statements, trend analysis, cash funds flow statement and ratio analysis. Some of  this techniques are:

1. Financial planning.
Means deciding in advance about the financial actions necessary in order to achieve main objectives. It is focused on short term as well as long term objectives, creating financial policies and developing the financial plan to achieve the objectives

                 2.Cash flow statement.
                     A funds flow statement based on increase or decrease in working
capital  is very useful in long-range financial planning. It give very accurate information  of cash inflow and outflow. Very useful tool for liquidity analysis of the enterprise.

               3.Decision making 
There might be different options and ways to do a certain work but either way, it requires a decision on the part of the management.
The management accounting helps the management think of techniques of marginal costs, capital budget, differential costs in order to select the best alternatives to maximise profits of the business



