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Accounting fundamentals
Question 1
Break-even point in revenues and units
BEP in units
Contribution per unit = £ (20 – 11) = £9
BEP (units) = Total fixed costs / Contribution per unit
= £450,000 / £9 = 50,000 units
BEP in units = 50,000 units
BEP in revenue
Contribution per unit = £ (20 – 11) = £9
£9/£20 = 0.45
BEP (units) = Total fixed costs / Contribution per unit
= £450,000 / 0.45=
BEP in revenue= £1000, 000

Calculation of profit
	Details
	Amount £ 

	Sales (60,000*20)
	1,200,000

	Variable cost (11*60,000)
	(660,0000)

	Fixed cost
	 (450,000)

	Net profit
	90,000



Calculation of new profit figure
	Details
	Amount £ 
	

	Sales (62,000*22)
	
	1,364,000

	Variable cost (12*62,000)
	744,000
	

	Fixed cost
	 450,000
	

	Advertising cost
	100,000
	(1,294,000)

	Net profit
	
	70,000



Limitations of break-even analysis
Unrealistic expectations.  Items are not offered at the same value when production units charge; fixed costs change as production increases. Furthermore, variable expenses are not always constant. When output increases, for example, the corporation may be able to obtain raw materials at lower prices (purchasing power), lowering variable cost per unit. Break-even analysis, on the other hand,presupposes that all spending and expenditures can be divided into fixed and variable components. It might be difficult to tell the difference  between fixed and variable costs.
Notably, profits are influenced by variety of factors, including technological developments and management skill enhancement, which were not taken into account in this study. Additionally, Break-even analysis is particularly difficult  to handle when it comes to  selling costs. Variations in selling prices are a cause, not a result, of changes in production and sales. 
                                                                 QUESTION 2
Importance of management accounting and how it differs with financial accounting
Planning is aided by management accounting. Management accounting, for example, contributes in the formulation of stronger future corporate strategy. It gives all financial and non-financial facts to management regularly. Due to the availability of data and adequate planning, management can develop effective projections. Similarly, management accounting aids in making sound decisions. All financial data is gathered and analysed before being presented in simple charts, graphs, and diagrams. Controlling also necessitates management accounting. It evaluates the performance of all company divisions, for example, and formulates financial success assessments.
How it differs from financial accounting
Financial accounting refers to the collection  of financial data in order to produce financial outcomes, whereas management  accounting refers to the internal procedures used to account for business activities. Financial accounting deals with an  institution's outer financial operations, whereas management accounting deals with its internal financial procedures. Financial accounting determines the value of company’s success.  Managerial accounting is only concentred with the influence these factors have on an organization’s success.
Three techniques of achieving management accounting objectives
Financial planning
Financial planning is a process in which we can use strategies to achieve financial goals. These strategies are analyzed by the public administration and decisions are made regarding their implementation.

Marginal analysis
This relates earnings to different types of costs. It focuses on the benefits of increased output. Understanding the contribution margin on the company sale price is necessary for calculating the break-point.
Cash flow statement
A cash flow statement based on changes in working capital is very valuable in long-term financial planning. Even though the funds flow statement shows that the firm has sufficient working capital, it is possible that the company may be unable to meet its current liabilities when they fall due.
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