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Q1 (a): Calculate the break-even point (in units and revenues) of product A for Allied Ltd.


	Particulars
	p.u.
	Amount (in £)

	SALES
	£22
	1760000

	Less: Variable Cost
	£16
	(1280000)

	Contribution 
	£6
	480000

	Less: Fixed Cost
	
	(420000)

	Profit
	
	£60000



Profit volume ratio = (Contribution/Sales)*100
                                   =27.2727%
BREAK EVEN POINT (in units) =  (Fixed Cost/ Contribution p.u. )
                                                    = £420000/6  
                                                   = 70000 units
BREAK EVEN POINT (in Revenue) = (Fixed Cost / Profit volume ratio)
                                                             = £420000/27.2727%
                                                              = £1540000

Q2(b): Calculate the profit made on sales of 85,000 units.
Statement showing Profit when sales is 85000 units.
 
	Particulars
	p.u.
	Details
	Amount (in £)

	SALES
	£22
	85000*£22
	1870000

	Less: Variable Cost
	£16
	85000*£16
	(1360000)

	Contribution 
	£6
	85000*£6
	510000

	Less: Fixed Cost
	
	
	(420000)

	Profit
	
	
	£90000



Q2(c): The company will make an advertising campaign costs £14,000 and will improve the product specifications, which will increase the variable cost per unit by £1. This is expected to allow the company to increase the selling price to £24 and the sales is expected to be 90,000 units. Calculate the new profit figure for the improved product.

For improvement in the product specifications additional cost of £14000 is incurred and there is a additional increase in £1 per unit in variable cost and selling price has a increase to £ 24. Expected sales is also increased to 90000 units.

Statement showing Profit for the improved product:

	Particulars
	p.u.
	Details
	Amount (in £)

	SALES
	£24
	90000*£24
	2160000

	Less: Variable Cost
	£17
	90000*£17
	(1530000)

	Contribution 
	£7
	90000*£7
	630000

	Less: Fixed Cost
	
	
	(420000)

	Less: Advertising Campaign Cost
	
	
	(14000)

	Profit
	
	
	£70000





Q1 (d): Discuss the limitations of break-even analysis.
Answer: There are an ample number of limitations that can be identified in the accounting sector of break-even analysis and these are presented underneath:
· The primal limitation that has been identified of break-even analysis is specifically linking with one particular assumption it is assumed that expenses and all the costs are directly separated in variable or fixed components. But and practical word it can be said that this particular situation is not possible in nature to divide the cost in variable or fixed type.
· The variable costs are assumed to depend on the production value. In reality, they are without a doubt sympathetic to the amount of production, but not generally in proportion which is direct in nature.
· Another crucial limitation that has been identified is linking one aspect that it is impossible to locate in reality the belief that one item is made or the combination of products remains constant. This limitation may impact negatively on the presumed outcomes of break-even analysis.
· Including the above limitations there is another limitation of break even analysis is identified where capital employed within the operations of a business organisation is not specifically being considered. However, it has been observed that capital that has been employed in the organisation is referred to one of the salient determinants linking with profitability. This cannot be ignored while preparing a budget, cashflow or a balance sheet. 




Q2 (a): Discuss the importance of management accounting, and how it differs from what financial accounting provides.
Answer: The term “Management accounting” is referred to a salient part of accounting which provides management with accurate, timely and observable statistics for managers of an organisation in order to make current and ongoing decisions in the field of administration reporting and documents. It identifies, calculates, divides, translates and transmits data that enable an association to pursue its goals.
Planning and decision-making are said to be the primary objective of management accounting. This can be done by one or more ERPs in real-life situations since all financial information is kept here. One of the world's biggest financial ERPs today is E-Business Suite, Quickbooks, SAP, PeopleSoft, Tally, and so on. The accounting of management compares with the bookkeeping of assets. While budgetary accounting provides details to people inside and outside of the association, the bookkeeping managers and executives are mostly intended to help leaders within the organisation. Some of the importance of management accounting is presented underneath:
· Planning: One of the major importance’s that were identified of management accounting is that it helps in planning the overall financial information along with non-financial information. Basically, it delivers the data in regular time span like fortnightly, weekly, and so on to the manager of an organisation. The overall presentation delivers and in-depth analysis which includes a detailed budget and forecast the information that could help the manager of an organisation to take right decisions in correct time.
· Decision making and Strategic management: Another importance of Management accounting that was identified is directly linking with strategic management. It can be said that right decisions can be taken by management of an organisation with the help of Management accounting as it helps in continuing up product and setting budget for it. It also helps in modifying the particular sales strategy linking with consumer buying behaviour and so on. As management accounting delivers different forecasts related opportunities to the managers and to analyse the budget considered them at the time of making fruitful decisions.
· Increases the efficiency and profitability: In terms of profitability, it has been observed that the primal importance of management accounting is that it directly aid in controlling the overall product rise through utilising different devices linking to cost control. Along with this, the different techniques that are specifically being utilised in management accounting are capital budgeting, budgetary control and so on that helps in diminishing the different range of expenses and also focuses on providing maximum benefits in relation to profit ratios.
· Provides Reliability: Another crucial importance of management accounting is that it helps in providing the reliability by supplying authentic facts to management decisions. It utilises appropriate scientific and analytical methods and procedures that assist managers in proper corporate management.
Difference between management accounting and financial accounting:
Among financial and management accounting, there are two main distinctions. Firstly, management accounts are introduced to the internal population of an organisation and financial accounting is planned for an external purpose. On the other hand, in relation to financial accounting it can be said that it is of existing owners is of considerable significance, the management accounting for their businesses is important for management to make present and future financial decisions. 
Another crucial difference in between financial accounting and management accounting is that accounting is accurate and would comply with the different legislations, while management accounting may be dependent on estimation since most administrators are not allowed the ability to obtain accurate figures at the time of taking different range of decisions for a fruitful benefit to the organisation in near future. A table is developed underneath for a comparison among financial accounting and management accounting.

	Basis
	Management Accounting
	Financial Accounting

	Meaning
	Management Accounting is the accounting scheme, which provides administrators with relevant statistics to efficiently implement practises, programmes and tactics.
	Financial Accounting can be considered as a method that relies on preparing an organization's financial reports to provide concerned persons with financial details.

	Information (Data)
	Funds related and also non-funds related data is also gathered by this type of accounting.
	Data related to monetary is only offered.

	Format
	Non-specified
	Specified 

	Users of the accounting
	Only internal individuals belonging to the organisation can specifically gather the information.
	Both internal and external users can use the information delivered by financial accounting.



Q 2 (b): Discuss three techniques by which the management accountant can achieve the objectives of management accounting.
Answer: There are a number of techniques that can be utilised by finance manager to achieve different range of objectives linking to management accounting and some of these ones are given underneath:
· Technique 1. Financial Planning: Financial planning seems to be the process of agreeing on the financial practises needed to meet the main goals in advance, which delivers the information defining both the company's formulating the financial policies, short-term and long-term financial goals and designing the financial process to meet the goals. There is no emphasis on the position of financial policies to reach the full return on the investment made by the organisation. Financial policies may refer to the calculation, sources of funds, the calculation and the distribution of profits, the use of equity capital and debt as a situation and to the establishment of an optimal level of investment in different properties.
· Technique 2. Analysis of Financial Statements: The study seeks to assess the importance and value of the details from the financial statements in order to make a projection of potential income opportunities, interest and debt maturities payable, and a good dividend policy viability. Also, it can be said that the methods used for this research are benchmarking, pattern analysis and cash flow declaration. This research leads to insights that can assist managers, creditors and investors.
· Technique 8. Cash Flow Statement: In long-term financial planning, a cashflow statement focused on a raise or reducing the overall planning process of finance linking to decision making. The cashflow statement will show enough financial resources and the corporation will yet be unable to cover its current obligations as and when they decline due. This may be attributed to a stock build-up and an uptick in commercial debtors. Cashflow statement is better in such a case because it has accurate statistics on cash inflows and outflows. Statement of cashflow is an effective method for controlling cash since it sums up the origins of cash inflow and the usage of a company's cash-outflows in a certain timeframe, such as a month or even a year. It is a valuable means of analysing the company's liquidity. With the help of cash flow statement, managers of an organisation can effectively look at the liquidity position and also the profitability as well. This also helps in managing the cash or capital of the organisation and also utilised in coordinating and planning the overall processes.
Including this some of the other type of techniques belonging to managerial accounting are product costing trend analysis, capital budgeting, forecasting, margin analysis, inventory valuation, constant analysis and so on, With the help of these type of techniques managerial accounting can effectively analyse operational metrics linking to various events that are taking place in an organisation and also it helps in taking right decisions in much effective ways.
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