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Question 1

a) Contribution per unit = £11 - £6 = £5 ( selling price per unit – variable costs per unit                (materials & labour ))

Fixed costs= 350.000

Break-even point in units = fixed costs / contribution per unit
=£350.000/£5=70.000units

Break-even points in revenue = 70.000 x £11= £770.000 (Break-even points in units x selling price per units)

b) Profit = (75.000 – 70.000) x £5 = £25.000

Sales = 75.000 x 11= £825.000

Costs: Variable costs = 75.000 x £6= 450.000
            Fixed costs = 350.000

Profit = 825.000 – (450.000 + 350.000) =£25.000

c) New profit = 1.040.000 – 920.000= £120.000 ( New total sales- New total expenses )

New total sales = New Sale Price per unite x Units 
                          = 13 x 80.000 = £1.040.000

New total expenses = New variable costs + fixed costs + Advertising costs =
(New variable cost per unit x units ) + fixed costs + Advertising Costs = (7 x 80.000)





















Question 2 

a) 
                Starting from the definition, according to the Chartered Institute of Management Accountants (CIMA), Management Accounting is "the process of identification, measurement, accumulation, analysis, preparation, interpretation and communication of information used by management to plan, evaluate and control within an entity and to assure appropriate use of and accountability for its resources. Management accounting also comprises the preparation of financial reports for non-management groups such as shareholders, creditors, regulatory agencies and tax authorities" (CIMA Official Terminology).
      Management accounting is an essential part of company management. On the
other hand, management accounting is the one that deals with the forecasts for expenses and income and is the one that helps managers to explain certain decisions regarding the company.
                The reason that it’s important is that it helps you as a business owner make the right call on crucial decisions such as: Reviewing products, Launching new products, Staffing.
                According to investopedia.com financial accounting is a specific branch of accounting involving a process of recording, summarizing, and reporting the myriad of transactions resulting from business operations over a period of time.
                 The purpose of accounting is to provide financial information to the stakeholders of the business: management, investors and creditors. Accounting measures and summarises the activities of the company and communicates the results to management and other interested parties.
                 Making an antithesis of the two terms, financial accounting means that part of the accounting that follows the conversion of transactions into accounting information and the subsequent approval of all this information in the financial statements of the entity. In contrast, management accounting tracks the internal processes used to record the entity's transactions.
                 Financial and management accounting are closely related, the management providing basic information (documents, transactions) for registration in financial accounting.
On both the financial and management accounting side, the registration of operations is of extreme importance.
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b) 
 In order to achieve its goals, managerial accounting relies on a variety of different techniques, including the following:
1. Margin analysis
    Margin analysis is primarily concerned with the incremental benefits of optimizing production. Margin analysis is one of the most fundamental and essential techniques in managerial accounting. It includes the calculation of the breakeven point that determines the optimal sales mix for the company’s products.
2. Constraint analysis
The analysis of the production lines of a business identifies principal bottlenecks, the inefficiencies created by these bottlenecks, and their impact on the company’s ability to generate revenues and profits.
3. Inventory valuation and product costing
Inventory valuation involves the identification and analysis of the actual costs associated with the company’s products and inventory. The process generally implies the calculation and allocation of overhead charges, as well as the assessment of the direct costs related to the cost of goods sold (COGS).
The management accountant will prepare the necessary reports for providing information to the different levels of management by proper selection of data to be presented, organisation of data and selecting the appropriate method of reporting.
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