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[bookmark: _Toc80974766]Question 1 A

Contribution per unit = Selling price per unit – Variable cost per unit
11-6 = 4 pounds
Break-even point = Fixed cost / Contribution per unit
350 000/4 = 87,500

[bookmark: _Toc80974767]Question 1 B

Profit = (87,500-75,000) *4 = 12,500 *4 = 50,000 pounds

[bookmark: _Toc80974768]Question 1 C

-New variable cost per unit 6+1=7 pounds
-New selling price 11+2=13 pounds, the new price is increased by 2 
-Sales are 80,000 which means there is an increase by 5,000 units
75,000+5,000 = 80,000 units
-New contribution = New variable cost – New selling price 13 – 7 = 6 pounds
-New fixed cost = Fixed cost + new expenses (advertising campaign)
350 000+10,000 = 360 000 pounds 
-New break-even point = the new fixed cost divided by the new contribution
360 000/6 = 60,000 units
-Profit = The new sales units, minus the new BEP, times the new contribution
(80,000 – 60,000) *6 = 120 000 pounds

[bookmark: _Toc80974769]Question 1 D

Break-even analysis limitations could come from the changing variable cost which can causes problems during the calculations and could come out with different result at the end. Not the correct result can cause the making of new analysis which is more time consuming and also more resources are used in the making of it. Not every product is selling at the same price as others if we count the other expenses one product could cost more than the others and now the total profit is not objective. This is one of the limitations the Break-even analysis have and it’s assuming that one business sells all of its stocks of one product they produce at the same price as the others of the same type. Not all products are sold but the profit is calculated over every unit as they are all sold even though that is not true and the profit is not exact.

[bookmark: _Toc80974770]Question 2 A

Management accounting tries to fulfil the accounting needs of managers, whereas financial accounting seeks to meet the needs of all users. Because of the differences in its intended user groups, each strand of accounting has developed along various lines. Financial accounting reports are often all-purpose. Although they are primarily intended at finance providers such as owners and lenders, they offer financial information that will be beneficial for a wide variety of users and choices. Management accounting reports, on the other hand, are frequently tailored to a specific purpose. They are created with a certain choice in mind and/or with a specific management in mind. The primary goal of management accounting is to generate usable information for internal usage inside a firm. Business managers gather information that promotes strategic planning, assists them in setting realistic goals, and promotes the effective use of corporate resources. Financial accounting has certain internal applications as well, but it is mostly focused with educating individuals outside of a firm. Financial accounting's final accounts or financial statements are intended to disclose the firm's business performance and financial health. Financial accounting is made for a company's investors, creditors, and employees, whereas managerial accounting is created for the company's management. (Atrill & McLaney, 2017)
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[bookmark: _Toc80974772]Budgeting and budget, cost accounting and break-even analysis

Management accounting is focused with providing information for planning and control in order for organizations to meet their goals. Budgeting is a critical supporting mechanism for each of these goals. A budget is a plan that has been stated quantitatively, and the process of transforming plans into budgets is known as budgeting. In a large organization, the budgeting process may be extremely formal, with committees formed to carry out the work. In contrast, in a small firm, the proprietor may scribble down the budget on scrap paper or even the back of an old envelop. Some even succeed without writing anything down at all since they have budgeted in their brains and can quickly recall things. The approach of budgetary control is most likely accountancy's most significant contribution to management. Management creates budgets, which are then tracked by management accountants. Cost accounting is required for an efficient management accounting system. Such a system could not exist without a cost-benefit analysis. Before delving into a thorough explanation of costs, it's a good idea to consider how we'll use cost information in the business. This is best accomplished by referring to something other than accounting and then linking it to accounting. Despite break-even analysis can give helpful insights into the relationship between cost, volume, and profit, it has certain limitations. Break-even analysis is based on the assumption that total variable costs and total revenue lines are exactly straight when plotted against output volume. This is unlikely to happen in real life. Normally, a break-even analysis is performed prior to the activity taking place. However, forecasting future costs, revenue, and so on may be exceedingly challenging. As a result, what are most likely modest deviations from pure linearity are unlikely to be substantial when compared to other forecasting mistakes. (Frank Wood & SANGSTER, 2005)
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