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[bookmark: _Toc80969338]Answer to the Question No: 1
[bookmark: _Toc80969339]Calculation of Break Even Point:
We know Break Even Point,
= (Fixed Costs/ Contribution Margin) 
= {Fixed Costs / (Price of Products – Variable costs)
Here Fixed Costs is £350,000, price of products is £11 and variable costs are £6.
So, Break Even Point is
= £350,000 / (£11 – £6)
= £350,000 / £5
= 70,000 Units 
[bookmark: _Toc80969340]Calculation of Profit:
From a, Break Even Point is 70,000 units. So Break Even Point in amount is (70,000 units × £11) = £770000. And total sales is 75000 units × £11 = £825,000. 
So the profit is 
= Total sales – BEP
=   £825,000 - £770000
= £55000


[bookmark: _Toc80969341]Calculation of new profit.
New Fixed costs is £350000+£10000=£360000 variable costs is £7 and new selling price is £13 with an expected sales of 80000 units. The new profit for the improved product is bellowed: 
New Break Even Point 
= Fixed costs / contribution margin
= £360,000 / (£13-£7)
=£360,000 / £6
=60,000 units.
BEP in amount is 60000×£13=£780,000 and total sales (80000 units × £13) = £1,040,000
So Profit = Total sales – Sales at BEP
= £1,040,000 - £780,000
=£260,000
So the new profit of the improved product is £260,000.


[bookmark: _Toc80969342]Limitation of Break Even Point Analysis.
Break Even Point Analysis is such an analysis which defines us the point at which total costs and total revenue of an organisation is equal. More clearly, Break Even Point Analysis shows us the point where gain or loss of an organisation is zero (Poiaga, 2019). This analysis method is accomplished based on some predetermined value and it is assumed that every expected value will remain the same. But the reality is different. There are many market factors that can cause restrictions in the normal process of business. Market competitions, geography and demography of market and industry type are a few of them. In Break Even Point Analysis market competition is not considered as a result deflections occur. Other factors of Porter’s five forces also cause the same reactions in the market. As a consequence, sales of products at the expected level and price within the expected period are not possible for a business organisation. It means that Break Even Point Analysis provides us only a market prediction without considering the existing forces in the market and their impacts on the actions of a business organisation. Besides, Break Even Point Analysis doesn’t predict the market demand of a product, provided data from this analysis isn’t reliable and ultimately this simple method isn’t competent to predict the complex market situation and forecast of product market. This method needs upgradation in order to predict the consumer market so sophisticatedly (Kim, 2016).


[bookmark: _Toc80969343]Answer to the Question No: 2
[bookmark: _Toc80969344]Importance of Management Accounting and difference between financial accounting and management accounting. 
Management accounting is regarded as a distinct branch of accounting which is mainly focused on the identification, measurement, analysis and interpretation of accounting related data to get required information for the use of making operation decisions especially costs related decisions. Because of having more relation to cost related information, management accounting is also familiar to people as cost accounting widely. This accounting branch is responsible for providing useful information to the internal top level managers to make decisions and do not provide data to any external users. Management accounting is mainly concerned with some specific terms of accounting. Sales, cash, accounts receivable, accounts payable, inventories and other cost related terms are most common along with assets, liabilities and many other statistical terms and analysis (Bhimani and Roberts, 2017). Basically management accounting presents the data of inconsistencies along with the information of other sectors in order to facilitate the organisational cost management process. Management accounting accomplishes functions to maximise the organisational profits by reducing costs of organisation. Besides this accounting branch also wants to minimise organisational losses and wastages. In order to accomplish accounting related tasks, cost management uses several tools like financial planning, statement analysis, fund flow analysis, management information system, budgetary control and many other costing methods and statistical techniques. 
Ultimately management accounting provides key insights of an organisation to assist the management in order to make organisational decisions. Besides, management accounting helps to review products, staffing, organisational planning, measurement and control of performance. Management accounting also increases the organisation efficiency, profitability and strengthens the ability of providing services by providing actual information to the management to make crucial operational decisions (Bhimani and Langfield-Smith, 2017). 

Difference between financial and management accounting:
	Financial Accounting 
	Management Accounting 

	Financial accounting focuses on external financial processes.
	Management accounting is focused on the internal process of finance. 

	Provides information to both internal and external users and reports publicly. 
	Provides information to only internal management and reports only to the management. 

	This accounting system has prescribed formats.
	Has no prescribed formats.

	Has a time period and auditing is must.
	Has no exact time period and is a voluntary accounting system.

	Financial accounting is compulsory and records only monetary information. 
	Management accounting is not compulsory and records both monetary and non-monetary information (Quagli, 2019). 





[bookmark: _4d34og8][bookmark: _Toc80969345]Three management accounting techniques used by management accountants to achieve objectives of management accounting.
In order to maximise organisational profit and reduce costs, management accountants may use several available techniques. Margin analysis, constraint analysis, inventory valuation, capital budgeting are a few of them. Among the available techniques, three of them are described below:
Margin analysis: Margin analysis is associated with the analysis of related costs and potential benefits of a specific business action or decision. Margin analysis is used to determine the benefits associated with the change in activity. Generally margin analysis is concerned with the optimisation of incremental benefits from production. Marginal analysis determines the benefits from the change in input in the production (Narayanan and Sharma, 2015). The calculation of marginal analysis is done by accomplishing several calculations. Among them, break-even point is the most familiar. This method determines the point of sales at which the gain and loss is zero. It is called the optimal sales for a business organisation. 
Inventory valuation and production costing: In a manufacturing business organisation, inventory is one of the most crucial factors that has more impacts than other factors. For this reason, inventory valuation is a crucial task to determine the exact cost. Inventory valuation is used for identifying the actual value of inventory and associated costs with inventory. As inventory valuation records associated costs, inflow and outflow from the starting day to the end of the reporting period, it becomes easier to assign exact costing on inventory. This technique helps management accountants to determine the actual cost of a product and ensures the proper cost determination of products (Simeon, 2018). 
Capital budgeting:  Capital budget is for evaluating the major investment sources and analysis of capital expenditure. This technique assists the management to make decisions on new capital budgeting by calculating NVP and IRR. As this technique helps to ensure proper budgeting, funding and proper usage of collected funds, management accountants use this technique to achieve management accounting’s objectives (Srithongrung, 2019). 
These three are common but crucial management accounting techniques that management accountants use to achieve the objective of management accounting. 
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