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	Q1
Part A
Per unit contribution = per unit selling price- per unit variable cost
 per unit contribution= 11 – 6 = 5
Contribution Margin = 5/11 = 0.45
	
	
	

	
Breakeven point in Units = Fixed Cost/contribution per unit = 350,000 / 5 = 70,000 Units
BEP in Revenue = Fixed Cost / Contribution Margin = 350,000 / 0.45 = 777,777
	

	
	
	
	
	
	

	Part B

Sales = 75,000 units x 11 = 825,000
Costs 
VC=75,000 x 6 = (450,000)
Fc= (350,000)
Profit= 25,000
	
	

	
	
	
	
	
	

	
Part C
New selling price = 13
	
	
	

	New variable costs = 7 (6+1)
	
	
	

	new contribution = 13-7 = 6
	
	
	

	New fixed costs = 360,000 (350,000 + 10,000)
	
	
	

	New sales volume = 80,000
	
	

	
	
	
	
	
	

	New BEP = 360,000/6 = 60,000 Units
	
	
	

	
	
	
	
	
	

	Sales = 80,000 units x 13 = 1,040,000
Costs 
VC=80,000 x 7 = (560,000)
Fc= (360,000)
Profit= 120,000
	




Part D
Limitations of Breakeven Analysis
· The breakeven analysis doesn’t predict the demand of the product. It can tell you that what units to sold to cover the cost but it can’t inform you about how will you achieve it.
· The breakeven is dependent on the data so if the data is not accurate then the breakeven analysis will not be accurate.
· It deals with single product with single price. It will be failed if there are multiple products with different prices.
· The breakeven analysis does not account for competitors in its calculation. The sales prices may not be as similar to the competitors. 
· It assumes that all the cost can be easily divided into two groups which are variable cost and fixed cost.
· The sales may not be same as predicted.
· Variable cost will not remain same forever.
· Its not decision-making tool, rather its planning tool.





Q2.
Part A
Importance of Management Accounting
· Management accounting help in making plan for the company for future. It provides all the data including financial data and non financial data to the management on regular basis for decision making.
· It measures the performance of the organisations. It measure the company performance by comparing the budget with actual results.
· It increase the efficiency of the business. The management ensures thal all resources are fully utilized to acheive the goals of the business.
· It helps to provide the better service to the customers by offering quality products at reasonable price.
· Management accounting raises the profit of the business by providing different cost techniques to management and by helping them to avoid any extra cost expenditure.
· It provides reliability to the management decision by providing them more accurate data for analysis.
Difference Between Management Accounting and Financial Accounting
· The management accounting is for internal analysis and decision making while the financial accounting is prepapred for external use.
· Financial accounting is on the bases of international accounting standards while the management accounting is on the basis of estimates and ideas.
· Investors take decision on the basis of financial accounting while the management take decisions for the business on the basis of management accounting. 
Part B
Three Management Accouning Techniques
Management accounting uses following techniques for acheiving objectives of the business.
1. Breakeven analysis technique is used to acheive the objectives. It tells the management about how many units should it sell to cover the variable and fixed cost. It also tell the management about how much revenue should it collect to cover the all types of cost.
2. Budgeting technique is to used to set the standards and to estimate facts and figures for all departments. It help the managemet to work efficiently with in the provided budget. Varience analysis will perform which compares the actual and budgeted amount to know the performance.
3. Investment appraisal technique is used to access if the new project is feasible and if the investment should made or not. It is mostlu on the bases of present value of the future cash flows.
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