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QUESTION ONE
a) Break-even Point for Product A
i. Break-even point in units 
Break-even points (in units) =   (Atrill, et al., 2014, p.297)
Fixed costs = £350,000
Sales price per unit = £11
Variable cost per unit = £6 
Therefore; 
Breakeven point in units = 
= 350,000 ÷ 5
= 70,000 pieces units of Product A
ii. Break-even point in revenues 
Break-even point in revenue) =  (Atrill, et al., 2014, p.297)
Fixed costs = £350,000
Contribution Margin =  (Atrill, et al., 2014, p.297)
Sales price per unit = £11
Variable cost per unit = £6 
Contribution Margin = (11 – 6)/11 
= 0.45
Break-even point in revenues = 
= £777,777.78
b) Profit made on sales of 75,000 units 
Profit =  (Atrill, et al., 2014)
Total Sales =  (Atrill, et al., 2014)
=  
= £825,000
Total Costs =  (Atrill, et al., 2014)
= £350,000 + (£6 x 75,000)
= £800,000
Therefore; 
Profit = £825,000 - £800,000
= £25,000
c) The New Profit Figure
New Profit Figure = New Total Sales – New Total Costs 
New Total Sales = 
=  
= £1,040,000
New Total Costs = 
= £350,000 + 10,000 + (£7 x 80,000) 
= £800,000
Therefore; 
Profit = £1,040,000 - £920,000
= £120,000
d) Limitations of Breakeven Analysis 
While the break-even analysis provides an effective tool for pricing, setting revenue targets and mitigating risks in the business environment, it has several limitations that business managers have to take notice of. Atrill et al., (2014, p.303) highlights three major limitations associated with the breakeven analysis. 
First, breakeven analysis assumes that the relationships between sales revenues, variable costs and volume are strictly straight-line ones. However, these relationships are unlikely to be straight-line in real life due to other factors such as economies of scale, diseconomies of scale and the need for price reductions to attain higher sales volumes (Atrill et al., 2014). This effectively makes the tool ineffective in making accurate cost-volume-profit analysis. 
Secondly, the breakeven analysis assumes that costs can only be divided into fixed and variable cost elements. However, Atrill et al., (2014, p.303) points out that most fixed costs are not fixed over all volumes of activity as they tend to be ‘stepped.’ Therefore, by categorising costs into fixed and variable costs without considering that some of the fixed costs are likely to be semi-variable makes the breakeven analysis ineffective and faulty.
Finally, the breakeven analysis is often based on a single product. However, most businesses today do not just focus on one product effectively raising problems over the effect of additional sales of one product or service on sales of another of the business’s products or services (Atrill, et al., 2014, p.303). Considering that fixed costs of businesses such as rent, often tend to relate to more than one business activity, it is difficult to accurately calculate the breakeven point of a product from a business that sales several products.  
QUESTION TWO
a) Importance of Management Accounting 
Management accounting is a branch of accounting that focuses on the identification, measurement, analysis and interpretation of accounting information with the intention of enabling business managers to make informed operational decisions (Macintosh & Quattrone, 2010). Management accounting is important in helping organisations to plan for future activities. This is because it provides all important financial and non-financial data to the management on a regular basis effectively aiding in forecasting and planning (Macintosh & Quattrone, 2010). Secondly, management accounting supports efficient decision making by collecting and analysing all financial information in the organisation and presenting them in simplified charts, graphs or tables (Macintosh & Quattrone, 2010).  This enhances the management’s understanding of the organisation’s affairs and timely decision making. Management accounting can also be used to monitor and measure the overall performance of a company. This is because it makes use of different tools such as variance analysis to benchmark the company’s performance against established standards and find out deviations for decision making (Macintosh & Quattrone, 2010).
Management accounting differs from financial accounting in a number of ways. For instance, unlike management accounting that focuses on the different internal processes used to account for business transactions, financial accounting entails the aggregation of accounting information into financial statements (Atrill, et al., 2014, p.8). Management accounting provides a more detail information about the business including profits by product, or product line or even customers; while financial accounting only reports the results of an entire business. As a result of the specificity of the management accounting process, it is often used internally to make decisions while financial accounting reports are distributed to external business stakeholders (Atrill et al., 2014). Another difference between the two relates to the concept of efficiency. According to Atrill et al., (2014), both financial and management accounting reports on the business efficiency but while financial accounting only provides information on the business’ profitability, management accounting goes a step further to identify what could be causing efficiency problems within the business and how to fix them. 
b) Techniques for achieving Objectives of Management Accounting 
There are different tools and techniques that management accountants often use to achieve the objectives of management accounting. First, is marginal analysis. Marginal analysis primarily focuses on the incremental benefits of optimizing production by examining the associated costs and potential benefits of specific business activities or even financial decisions (Atrill, et al., 2014, p.308). The primary goal of marginal analysis is to determine if the costs associated with a suggested change in activity will be sufficiently beneficial to offset them. It is considered to be one of the most fundamental and essential tools and techniques in managerial accounting and entails the calculation of the breakeven point. The breakeven point is effectively used in determining the optimal sales mix for the company’s products (Atrill, et al., 2014, p.297). 
The second technique that is often used to achieve the objectives of management costing is capital budgeting. According to Atrill et al., (2014), capital budgeting focuses on the analysis of available information that is needed to make important business decisions relating to capital expenditures. With the help of this technique, management accountants often calculate the net present value (NPV), the payback period, and the internal rate of return (IRR) of a proposed investment. The information obtained from these calculations is very important in helping managers to decide whether or not to invest in new capital projects (Atrill, et al., 2014). 
Finally, inventory valuation and product costing is another technique that can be used to achieve the objectives of management accounting. Inventory valuation entails the process of identifying and analysing the actual costs associated with the company’s products as well as inventory (Atrill, et al., 2014). The process basically means that the calculation as well as the allocation of overhead charges together with the assessment of the direct costs associated with the cost of goods sold. This technique is particularly important in ensuring that inventory costs are kept within levels that would positively affect business. 
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