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QUESTION 1 (a) – 25%
	i) Contribution per unit = 
Selling price per unit- Variable costs per unit

Contribution per unit= 
11 -6= £5
	
	
	

	
Break- even point = Fixed Cost/contribution per unit = 350000/5 = 70,000 units

ii) Break-even Point (Revenue)= (Total Fixed Cost/Contribution as to sales ratio)
Contribution as to sales ratio= £5/£11= £0.4545 per unit

BEP is (£350000/0.4545)= £770077
	
QUESTION 1 (b) – 25%

Sales = 75 000unitsx 11= £825000
Costs 
Vc=75000*6= (450000)
Fc= (£350000)
Profit= Sales-(VC+FC)
        =825000-(450000+350000)
   =825000-800000
=£25000
	
	

	
	
	
	
	
	

	
QUESTION 1 (c) – 30%
New selling price = £13
	

	New variable costs = £7 (6+1)
	

	new contribution = (13-7)= £6
	

	New fixed costs = £360000 (350000+10000)
	

	New sales volume = 80000

	
	
	
	

	New BEP = New fixed cost/New contribution
 = (360000/6) units
=60000
	

	
	
	
	

	Profit = (New Sales Volume - New BEP) X New contribution
(80000 - 60000) X 6 = £120000








	

	
	
	
	
	
	




QUESTION 1 (d)
The limitations of break-even analysis are:
· A comparison of two businesses on the basis of contribution is likely to be misleading if the amount of fixed costs of the two firms is different.
· According to the marginal cost concept, a company may place an excessive amount of orders at a cheaper price, disregarding the plant's capacity, in order to save costs (Abdurofi et al. 2021). One could be forced to work extra or raise your production capacity, which will increase your production expenses and modify your fixed costs. Many times, a company will lose money.
· As a result of the acceptance of orders at a lower price, the local pricing market might be affected (Lohmann, 2020).
· The final accounting will be understated if closing stock is valued at marginal cost. As a result, earnings are repressed, and the balance sheet is skewed as a result.


QUESTION 2 (a)- Importance of management accounting:
· As a result of management accounting, organisations are able to make better strategies for the future. On a regular basis, it provides all financial and non-financial data to the management. Managers are able to do better analysis and forecasting due to the availability of all of this information, which allows them to formulate suitable strategies.
· An important function of management accounting is the facilitation of effective decision-making. Financial information is collected, analysed, and presented in charts, tables, or graphs that are easy to understand (Saukkonen et al. 2018). A greater grasp of organisational affairs is gained by management, which allows them to make the appropriate judgments at just-the-right-time.
· Organizational performance is monitored through management accounting. Various methods are used, including as variance analysis, which compares corporate performance to pre-established criteria and identifies deviations from those norms (Tjahjadi and Soewarno, 2019). It is possible for the company's managers to take remedial steps by recognising all variances in the company's performance.
· It is the goal of this accounting division to improve the overall efficiency of businesses. For each division, management accounting establishes a set of goals in advance and checks to see if they have been met. To improve efficiency, it guarantees that all resources are adequately used.
Management accounting and financing accounting are quite different. Financing must comply with generally accepted accounting principles (GAAP), however decision-making requires managers to make educated guesses and estimates as they lack the time to acquire accurate data before making a choice. 
QUESTION 2 (b)- Techniques of management accounting:
Financial Planning:
In financial planning, you decide in advance which financial actions are required to fulfil the company's key goals. Determining long-term and short-term financial goals for the company as well as creating financial policies and developing a financial procedure to meet those goals are all part of this process.
As a result, the importance of financial policy cannot be overstated (Kalifa et al. 2020). In addition to the amount of capital necessary, financial policies can impact the sources of money, the calculation and distribution of income, the use of debt and equity capital, and how much money should be allocated to different assets.
Analysis of Financial Statements:
There will be an ability to predict future earnings and debt maturity dates, as well as the profitability of a good dividend policy (Kalifa et al. 2020).
These studies employ a variety of methods, including comparative financial accounts, trend analysis, cash flow statements, and ratio analysis. In the end, this study will assist corporate executives, investors, and creditors.
Cash Flow Statement:
An increase or reduction in working capital can have a significant impact on the cash flow statement in long-term financial planning. Because of this, it is possible that the corporation will not be able to meet its present obligations when they are due (Doktoralina and Apollo, 2019). Possible causes are an increase in inventories and trade debtors
Because it provides precise information about inflows and outflows of cash, the cash flow statement is more relevant in such a circumstance. An income statement summarises a company's financial inflows and cash outflows over a certain time period, such as a month or a year, and identifies the sources and uses of cash. As a method for analysing a company's liquidity, it's extremely useful.
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