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Answer to the question no 1

(a)
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We know,

[image: F:\screenshot.50.jpg]


So, Break Even Point (Units) = 70,000
 
 
 


So, Break Even Point (Revenues) = £770,000

(b)
Calculation of the profit made on sales of 75,000 units



So, the profit is £25,000


(c)
Calculation of the new profit figure for the improved product.
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So, the new profit figure for the improved product is £120,000
(d)
In complex situations, the inherent assumptions of break-even analysis may fall apart. Assuming all quantities will get sold at the same price point is wrong, retailers often provide discounts for encouraging bulk purchase. In some cases, fixed costs do change with the change in output quantity. 
Furthermore, quantity sold does not always match quantity produced, there might remain some unsold goods & wasted goods as well. BEP always fails to adjust for firms with more than type of products. It also does not allow for the implementation of semi-variable costs. Accuracy of prediction depends on the user’s capacity to properly forecast business situations. 


Answer 2
(a)
Regardless of the business size, age or industry management accounting is fairly important for all to unlock the full potential of the firm by reducing costs, optimizing operation & securing the market position for the near future. Management accounting allows for these benefits by objectively evaluating relevant costs for the firm, finding lower performing segment or division, detecting early signs of problems & strategizing for the future growth. 
Management accounting diverges from financial accounting in a number of key aspects including but not limited to, objective, necessity, users, scope, standard formatting etc. Diving into details, first of all, managerial accounting is done with the purpose of enabling managers to make better plans, policies & strategies. Whereas financial accounting allows any interested party to get a quick grasp of the state of affairs about that particular firm. 
Unlike financial accounting, management accounting is not stipulated by the law neither does it require to be done in a standard form. Another key point of differentiation is that, financial accounting essentially deals with what has already been done whereas managerial accounting is rather concerned with forecasts & estimation targeting the future. But it has a limited scope as it almost always tries to resolve a specific issue. 
(b)
Standard costing, one of the most prominent tools of management accounting, establishes an ideal cost scenario based on reasonable estimates for producing each unit of products which also becomes a reference point for taking corrective measures if required. Essentially, it is a tool to identify any variance from the ideal scenario which allows managers to take timely decisions & prevent potential catastrophe.
Financial statement analysis tools (such as trend analysis, funds flow statement analysis & ratio analysis) are the most utilized analytical technique for multiple stakeholders including management accountants. It allows for comparison in terms of profitability, solvency, liquidity or risk with prior performances of the company itself & with any of its competitors. It is an irreplaceable tool for ensuring smooth & efficient way of managing the operation. 
Financial planning, another vital tool used by management accountants, aims to determine the financial objective of the firm & necessary course of action to achieve those. It spans across multiple years in future & needless to say, defines the short-term financial goals of the near future. Hence, it helps the management formulate strategies or policies in accordance with the mission & vision of the firm.
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Given, £

Selling Price 11

Variable Cost  6

Fixed Cost 350000
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Fixed Cost

Break Even Point = _ - _
Per unit selling price — Per unit variable cost
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Given, £

New Selling Price 13

New Variable Cost  7

New Fixed Cost (including marketing cost) 360000
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