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QUESTION 1 – SOLUTIONS
a) S.P. = 5,75£
F.C. =180.000£

Sales = 90.000 units
V.C. =1,35 + 1,75 + 0,40 = 3,5£
V.C. = 3,5£
CM = 5,75-(3,5) = 2,25£
BEP (units) = fix cost/contribution margin
                   = 180.000/2,25 = 80.000 units
BEP (revenues)=80.000 * 5,75 = 460.000
      b) (90.000 units - 80.000 units) * 2,25 = 22.500 £
           CM = 90.000*2,25= 202.500
                  = 202.500 – 180.000 = 22.500£

        Revenues ( 90.000 units *5,75£) = 517.500
       (-) V.C (90.000 * 3,5)  = (315.000)
       CM                               =  202.500
       (-) F.C                           =  (180.000)
        PROFIT                       = 22.500

      c) Advertising campaign 12,500£
          Direct materials = 1.75£ + 15 p = 1,90£
          Direct labour = 1.35£ + 5 p = 1,40 £
          Selling price increase by 25 p

          5.75£ + 25 p = 6 £
         Increase sales by 5%
         90,000*5%=4.500
         90,000+4.500= 94.500

         BEP(units) = 192.500/2.3
         BEP(units)= 83.695.65(units)
         BEP(revenue)= 83.695.65*6
                               =502.173,9£
       (94.500 – 83.695)*2,3 = 24.851,5 £
       New profit 94.500 * 6 = 567.000
        (-) V.C (94.500 *3,7) = (349.650)
        CM                                 217.350
        (-) F.C                          = (192.500)

        PROFIT                      = 24.850

     d) “Break-even analysis entails the calculation and examination of the margin of safety for an entity based on the revenues collected and associated costs”. Analysing different price levels relating to various levels of demand a business uses break-even analysis to determine what level of sales are necessary to cover the company's total fixed costs. A demand-side analysis would give a seller significant insight regarding selling capabilities. “Break-even analysis looks at the level of fixed costs relative to the profit earned by each additional unit produced and sold”. In general, a company with lower fixed costs will have a lower break-even point of sale. For example, “a company with £0 of fixed costs will automatically have broken even upon the sale of the first product assuming variable costs do not exceed sales revenue. However, the accumulation of variable costs will limit the leverage of the company as these expenses come from each item sold”. (Hayes, 2020)
QUESTION 2 – SOLUTIONS

a) Management accounting is of particular importance both in terms of cost calculation and as an informational support in management decision-making. Providing cost information as soon as possible for the foundation of managerial decisions allows the establishment of medium- and long-term strategies, which have as their starting point the management accounting reports. As a result, new objectives can be established, calculation methods adapted to them, the human, material and time resources necessary for the implementation of the operations offered, as well as plans to improve the existing activity. Management accounting is forward-looking, to provide managerial information to help them plan, evaluate and control activities. The management accounting provides authentic information on the resources managed by each organizational link in order to facilitate the full understanding and explanation of the usual results. Instead, the financial accounting is aimed at recording all operations that have an impact on the economic resources of the enterprise, in order to determine the result of the financial year. It provides information on the financial position and performance of the enterprise (Blokdyk, Financial Accounting, 2020).
Accounting and management are in a relationship of mutual determination. Management takes decisions based on the information provided by the accounting, and the accounting is organized and managed to meet the needs of management. Management accounting is the most important component of the management accounting system. It offers various information starting from a simple calculation of the cost and going as far as assisting the manager in making decisions such as producing or starting essential in the activity of any enterprise.
Management accounting is a support for building main models and assessing the consequences of decisions taken. It is important in knowing the costs of different functions of the enterprise, of manufactured products, deliveries performed and services rendered, determining the bases for evaluating certain ordinary assets within their own activities. Accounting in general operates in a present that has a history and a future that it must foreshadow according to what the past has found, has verified the present and expects from a more or less unpredictable future. What should we consider for the future? What strategic directives are we considering? How much effort do we want to achieve a performance? There are directions that cannot be achieved without a reasonable and real quantification taking into account certain restrictions. To properly forecast a profit is to build costs related to possible revenues. That's where management accounting comes in. (Blokdyk, Accounting Management, 2020).
b) Techniques by which the managing accountant can achieving the objectives are:

Financial planning – Financial planning is a process in which comprehensive strategies are implemented in order to achieve the objectives financial objectives of the enterprise, “formulating financial policies and developing the financial procedure to achieve the objectives”.
 Analysis of Financial Statements – “One of the major objectives of the analysis of financial statements is to understand the meaning of the figures or to decipher their meaning, i.e. to engage financial analysis tools as an aid in understanding the reported financial data and to then use this understanding power to better run a business”. 
Historical Cost Accounting: “The historical cost accounting provides past data to the management relating to the cost of each job, process and department so that comparison may be made with the standard costs. Such comparison may be helpful to the management for cost control and for future planning”.
“Standard costing is the establishment of standard costs under most efficient operating conditions, comparison of actual with the standard, calculation and analysis of variance, in order to know the reasons and to pinpoint the responsibility and to take remedial action so that adverse things may not happen again. This aspect is necessary to have cost control”.

Budgetary Control:
“The management accountant uses the tool of budgetary control for planning and control of the various activities of the business. Budgetary control is an important technique of directing business operations in a desired direction, i.e., achieves a satisfactory return on investment”.
Marginal Costing:
“The management accountant uses the technique of marginal costing, differential costing and break even analysis for cost control, decision-making and profit maximisation”.

Funds Flow Statement:
“The management accountant uses the technique of funds flow statement in order to analyse the changes in the financial position of a business enterprise between two dates. It tells wherefrom the funds are coming in the business and how these are being used in the business. It helps a lot in financial analysis and control, future guidance and comparative studies”.

Cash Flow Statement:
“A funds flow statement based on increase or decrease in working capital is very useful in long-range financial planning. It is quite possible that there may be sufficient working capital as revealed by the funds flow statement and still the company may be unable to meet its current liabilities as and when they fall due. It may be due to an accumulation of inventories and an increase in trade debtors”.

Decision Making:
“Whenever there are different alternatives of doing a particular work, it becomes necessary to select the best out of all alternatives. This requires decision on the part of the management. The management accounting helps the management through the techniques of marginal costing, capital budgeting, differential costing to select the best alternative which will maximise the profits of the business”.

Revaluation Accounting:
“The management accountant, through this technique assures the maintenance and preservation of the capital of the enterprise. It brings into account the impact of changes in the prices on the preparation of the financial statements”.

Statistical and Graphical Techniques:
“The management accountant uses various statistical and graphical techniques in order to make the information more meaningful and presentation of the same in such form so that it may help the management in decision-making”. 

Communicating:
“The success or failure of the management is dependent on the fact, whether requisite information is provided to the management in right form at the right time so as to enable them to carry out the functions of planning, controlling and decision-making effectively” (Singh, 2020).
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