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[bookmark: _Hlk80975435]Requirement 1 
a)
Given Information, (amount in £)
· Selling price per unit= 11
· Variable cost per unit= 6
· Fixed Cost of production = 350000
Break-Even Point in Unit= 
                                          = 
                                         = 70000 units
Break-Even Point in revenue = 
Contribution margin ratio=
Contribution margin ratio =  
                                          = 0.4545
Break-even point in revenue =  
                                               =770077


Requirement 1 
b)
Profit made on sales of 75,000 units-
	Particulars
	Amount in £

	Revenue (75000 units * 11)
	825000

	Less: Total Variable Cost (75000 units * 6)
	450000

	Contribution Margin
	375000

	Less: Total Fixed Cost
	350000

	Profit 
	25000





Requirement 1 
c)
New profit figure for the improved product-
	Particulars
	Amount in £

	Revenue (80000 units * 13)
	1040000

	Less: Total Variable Cost (80000 units *7)
	560000

	Contribution Margin 
	480000

	Less: Fixed Cost of production
	360000

	New Profit figure for the improved Product 
	120000





Requirement 1 
d)
Limitations of Break-even analysis: Break-even analysis is one of the mostly used techniques of management accounting, but this tool suffers from some limitations as well which have been mentioned below-
· Assumes consistency: Break-even analysis assumes consistency which means it does not consider change over the time. Change may come from different sides such as- 
· change in selling price, 
· change in production, 
· change in variable cost 
· change in fixed cost 
The business world is full of uncertainty and thus assuming consistency does not generate better results which also affect decision-making negatively. The selling price, production output, cost, etc. are calculated at a predetermined or pre-planned stage and break-even analysis does not consider any change in these components. This approach of not taking account any change in Break-even components is the biggest limitation.  
· Applicable to one product at a time: Break-even analysis does not cover multi products rather it shows the break-even point for one single product at a time. As businesses have to deal with varieties of products, finding break-even point for every product separately is a timely, costly and ineffective approach. 
· Impact of competition in market: Business performance is largely influenced by level of competition. The promotional offers, the market demand, position of competitors in the market etc. Due to these sales may go up or fall largely. Break-even point does not consider this competition level which is it’s another big limitation. 

 


Requirement 2 
a)
Management accounting has become an undeniable part in modern days. Going without management accounting system can hardly be think of in this competitive business world. It provides essential information to the manager to make decision making process even smoother. Some major importance of management accounting is:
Helps in making plans: Management accounting facilitates decision maker to make more effective plans. It provides not only numerical information but also materialistic information to the manager. It also classifies, analyse, and interpret that information to make better understanding, which allows manager to plan and forecast about future.
Provides reliable information: When it comes about decision making the decision maker mostly rely on the management accounting. Because management accounting analyses business operations from different aspects by using well-furnished methods and techniques.
Increasing workability: It is a sector of business which takes the whole responsibility to raise the work ability of a company. At the beginning of each business period, it allocates resources according to the needs of those departments. After the business period is over It evaluates whether the departments' activity was according to the plan. By this was it increases the workability of a business. 
Differences between financial accounting and management accounting:
Financial accounting is the sector of business which is associated with the external user of an organisation, and management accounting works for developing internal activity. Some differences of them are:
	Financial accounting 
	Management accounting 

	It deals with the external body.
	It is concerned about the internal activity. 

	Access monetary information only.
	Handles both financial and non-financial information. 

	It reports precisely. 
	It reports in detail.




Requirement 2
b)
There are many different methods and techniques that are used in making management accounting reports. These tools and techniques may differ from situation to situation, organization to organization. Some of them are discussed below: 
Margin analysis: Margin analysis is broadly used management technique which finds out the cost of a additional unit of production and compares it against its cost. It also measures the break-even point. Thus, it helps the manager to minimize cost and maximize profit. By using this technique a organisation can detect the optimal mixture of sales of its products. 
Inventory management: Managing inventory is one of the most important issues in a business. Inventory management is an undeniable part of modern accounting. Every organisation has their own inventory managing system. Some of them are LIFO, FIFO, Average costing etc. Besides these, it helps management to detect the cost of goods sold, and also allows organisation to establish a well organised process to do business with merchandiser and vendors on accrual basis. 
Historical cost accounting: Historical cost is highly benefited in decision making. It is the system which a base year to evaluate the performance of the previous period of each portion within a company and finds out the faults. It assists the manager to make comparison between the previous period and the present period. By this a decision maker can detect the faults in decision occurred in the current period and can eradicates the problems and inconsistencies in the upcoming period.
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