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Question1
	Items
	Cost

	Units
	80,000

	Current selling price
	£22

	Fixed cost of production
	£420,000

	Variable cost per unit
	£16



a) Calculate break-even point (in units and revenues) of the product A for Allien LTD. 
Firstly, we must calculate breakeven point in units. 
· Selling price £22
· 
· 
£22- £16= £6
Formula: 
	



·  = 70,000 units

· Break even revenue: 70,000 x 22 = 1,540,000 

Answer: 70,000units
               £1,540,000 break even revenue 
Conclusion: The break-even point in units is 70,000 units and the break-even revenue is £1,540,000. 




b) Calculation of profit made on Sales of 85.000 units. 
Formula: 
	





Answer: £90,000
Conclusion: The break-even point was 70, 000 units but the actual sales figures are 85, 000 units, so the company has made a profit by selling more units. The calculated profit is £90,000. 

c) Calculating the new profit figure

· 
· 
· 
· 


	



· 
· Revenue; 
· Profit; 

Answer: £196,000
Conclusion: By increasing the quality of the product the profit increased from £90,000 to £196,000. 



d) The limitations of break-even analyses. 

Break even analysis provides an easy way of analysing the firm financial position at various levels and outputs. On the other hand, it includes a series of limitations. For example, the data collected may not be reliable or complete and it may lead to poor financial decisions. Also, it does not consider possible changes in costs over the time along with changes in market conditions such as entry of new competitor. (Apostolides, 2016) Besides that, it is typically applied for a single product and the variable costs may change alongside fixed costs at different level of production.  


Question 2
a)  Management accounting plays a crucial part in the success of every business. The information provided by accounting management can be used in decision making process. It provides useful data related to operational strategies that will be therefore used in planning process. (Collis, 2015)
Management accounting reports are mainly used for internal purposes to control potential risks and other matters that may benefit the management. Management accounting does not focus   only on financial information but on and non-financial as well. The financial accounting on the other side is meant to provide the data that is used for internal and external purposes. For example, the shareholder, government, suppliers may use the data to understand the business situations to take decisions related to investments. Moreover, financial accounting must follow a set of principles and regulations when preparing the financial reports. These are generally prepared at the end of the fiscal year and project economic activities. (Ross, 2020) 
(b) Management accountant can use various techniques to achieve the objectives of management accounting. The following three methods will be discussed: financial planning, financial statement analysis and marginal costing.
 A. Lee suggested that financial planning and forecasting provides a higher probability for the company to achieve its goals, typically the most important company goal is to increase the profit. (Lee, 2009) The financial planning process involves collecting required information, establishing goals and priorities, and evaluating the current firm situation. Also, it entails  developing and implementing the plan to benefit the organisation. 
 The following method is the analyses of financial statements; these can help the accountant identify potential gaps in the budget and recommend corrective actions to improve the company performance. The benefits of financial statements analysis can be based on comparable financial data, whether it is from one year to another or with the industry. (Collis, 2015)
The marginal costing technique is completely oriented towards managerial decisions making and control. It is used to manage the profitability of goods, processes, department etc.  Furthermore, the analysis can help with short term decisions in the form of break-even analysis or limiting factors or margin of safety. On the other hand, under marginal costing, the work in progress is understated, and the data may not be 100% precise.  (Draman, 2002)
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