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[bookmark: _Toc80969773]Question-1
[bookmark: _Toc80969774](a) Calculation of Break-even Point (in Units and Revenues)
Solution:
I) Formula: Break-even Point (as Units)= 
	Particulars
	Details
	Amts. (£)

	Selling Price
	(given)
	11

	(Less): Variable Costs
	(given)
	6

	Contribution Margin
	
	5



Given Total FC (for 75,000 sold units)= £350,000
Found out Contribution per-unit= £5 p.u.
Therefore, Break-even Point (as Units)= 
Break-even Point (as Units)= 70,000 units
Hence, Answer= 70,000 units
II) Formula: Break-even Point (as Revenues)= 
‘Contribution to Sales Ratio’ will be= £5 p.u./ £11 p.u. =£0.4545 p.u.
Therefore, Break-even Point (as Revenues)= 
Break-even Point (as Revenues)= £770,077
Hence, Answer= £770,077
[bookmark: _Toc80969775](b) Calculation of Profits for 75,000 sold units
	Particulars
	Details
	Amts. (£)

	Selling Price
	(£11* 75,000)
	825000

	(Less): Variable Costs
	(£6* 75,000)
	450000

	Contribution Margin
	(£5* 75,000)
	375000

	(Less): Fixed Costs
	(given)
	350000

	Net Income or Profit
	 
	25000



[bookmark: _Toc80969776](c) Calculation of New Profit figure for improved product
New Selling price= 13
New Variable costs= 7
New Fixed Costs= 350,000+10,000=360,000
New Contribution= 13-7=6
New Break Even Point= 360,000/6=60,000
Profit= (80,000-60,000) x6= 120,000

OR
	Particulars 
	Details
	Amts. (£)

	Selling Price (new)
	(80000 units * £13)
	1040000

	(Less): Variable Costs (new)
	(80000 units * £(1+6))
	560000

	Contribution Margins
	
	480000

	(Less): Fixed Costs
	£(350000+10000)
	360000

	New Income or Profit 
	 
	120000



[bookmark: _Toc80969777](d) Limitations identified for Break-even Analysis
The limitations identified for break-even analysis have been elaborated below:-
I) Its assumption concerning the clear separation of every fixed constituent as well as the variables ones may sometimes prove to be impractical. This is since in realistic scenarios, these costs cannot always be selectively separated (MATHSLOVER, 2021).
II) Its assumption concerning an unvarying and linear selling price over the business years may prove to be impractical. This is since in realistic scenarios, selling prices can never be kept constant as this might severely affect its gain margins.
III) Another of its assumption concerning an equivalent variation of fixed spending as per the corporation’s yield volume is once again very impractical. This is since in realistic scenarios, fixed spending holds a tendency to rise if the corporation’s yield volume goes beyond a definite point (Luenendonk, 2019).


[bookmark: _Toc80969778]Question-2
[bookmark: _Toc80969779](a) Discuss the importance of management accounting and how it differs from what financial accounting provides
Management accounting highlights the financial decision-making aspects of an organisation. Through the help of this method, communicating monetary aspects becomes easy for the administration of an organisation (Devasenapathy, 2021). Management accounting is highly important for the success of an organisation, such as:
Facilitates making plans: Organisational planning is being facilitated and maintained by the tool of management accounting. By offering financial and non-financial information, this tool helps an organisation identifying risks and opportunities. Thus, organisational growth gets facilitated. 
Measuring performance: Management accounting tool is also being used to measure the performance of the employees and the organisation. Different techniques and tools such as variance analysis are being utilised by this tool to offer proper deviation and growth to an organisation (Burns, and Vaivio, 2017). 
Management accounting and financial accounting differ in terms of their liabilities and obligations. The key work of financial accounting is to offer financial details such as budget, gross expenditure and so on to an organisation (Devasenapathy, 2021). As a result, only limited knowledge can be gained from this tool. However, on the other hand, management accounting is the vast process through which the financial balance of an organisation gets managed and stabilised successfully. In short, management accounting analyses all the finance-related potential risks and offers suitable solutions to an organisation. 

[bookmark: _Toc80969780](b) Discuss three techniques by which the management accountant can achieve the objectives of management accounting
Management accounting of different organisations possesses different objectives. However, some of the common objectives of management accounting can be witnessed inside every organisation. Such as-
I) To assist in the planning of organisational policies
II) To facilitate the performance controlling aspects of an organisation
III) To organise financial matters inside a company
The above-mentioned common objectives of management accounting can be achieved through different techniques. Some of them are being discussed here:
Standard costing: This technique can be used to manage the cost control of an organisation. For this matter, comparing internal calculations, variances are being done by this technique (Adler, and Waldron, 2019, p. 140). Thus, achieving success in managing the financial matters of an organisation becomes easy. 
Budgetary control: Budget control is generally used to manage financial and other activities inside an organisation. Through the help of this technique, proper business-related advice and directions can be provided. As a result, organisational performance gets facilitated, and at the same time, management accounting objectives are being attained. 
Cash flow statement: A cash flow statement is a very popular technique of management accounting that is being used to facilitate the monetary plans of an organisation. This technique is managing the working capital of an organisation. This technique is maintaining the stable flow of cash inside a company (Adler, and Waldron, 2019, p. 140). Thus, the development of organisational policies, as well as organisational performance, can be achieved. 
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