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QUESTION 1:
a) Break-even point in units = Fixed Costs / Contribution Margin per unit
Fixed Costs = £450,000
Contribution Margin per unit = Selling Price per unit - Variable Costs per unit
Therefore,
£20 - £11 = £9
Break-even point in units = £450,000 / £9 = 50,000
Break-even point in revenues = Break-even point in units * Selling Price per unit
50,000 * £20 = £1,000,000
Therefore,
Units (break-even point) = 50,000
Revenues (break-even point) = £1,000,000

b)  Contribution Margin = Contribution Margin per unit * 60,000
If 60,000 units are sold,
£9 * 60,000 = £540,000

Profit = Contribution Margin - Fixed Costs
£540,000 - £450,000 = £90,000
Profit made on sales of 60,000 units = £90,000

c)  New Fixed Costs = Current Fixed Costs + Advertising Costs
£450,000 + £100,000 = £550,000
New Variable Costs per unit = Current Variable Costs per unit + Increase in Variable Costs.
Therefore,
£11 + £1 = £12
New Selling Price per unit = £22
New Units Sold = 62,000
New Contribution Margin per unit = New Selling Price per unit - New Variable Costs per unit
Therefore,
£22 - £12 = £10

New Contribution Margin = New Contribution Margin per unit * New Units Sold
£10 * 62,000 = £620,000
New Profit = New Contribution Margin - New Fixed Costs
£620,000 - £550,000 = £70,000
New Profit = £70,000

d) the limitations of breakeven analysis in accounting:
Firstly, the breakeven analysis tends to assume that the selling price of a given good remains constant all throughout. In reality, the selling price of a product or service can keep changing as a result of the changes that are occurring in demand and supply, or the competition in the market. There are other factors as well to consider which are external and not always predictable. 
Secondly, the breakeven analysis also tends to assume that all the costs involved can be categorized either as a variable or as a fixed cost. However, since there are also some semi variable costs that have to be taken into consideration, it becomes a challenge to divide such costs into one or the other.
Thirdly, breakeven analysis assumes that the product mix will remain unchanged but there are various factors that can contribute towards changes that are not always predictable and this makes it not a very accurate measure.
Finally, breakeven analysis has the issue of ignoring the time value aspect where the cost of products or services can change and in respect to the long run, it would become a challenge to compare performance over different periods of time using the breakeven analysis. 


QUESTION 2:
a) The importance of management accounting in business:
Decisions are made on the basis of the information that is generated from management accounting documentation and it fixes accountability of the staff on the basis of that information as well. Also, through the information provided by management accountants, changes can be proposed for the improvement of internal control, change or introduction of new policies of control in the expenditure of the company. Furthermore, reports can be generated and interpreted for the current position of the company that can give an overview of its performance and what barriers are lacking in terms of financial situation. Finally, goals can be altered after the information from management accountancy is received and any dependencies in the system of managerial accountants can be removed effectively. Strategies can be best applied with the knowledge that management accounting provides for internal users.
The difference between management accounting and financial accounting:
The objectives of financial accounting include the provision of the company financial position at a specific date in time but dejected for management accounting includes the provision of information for goalsetting and decision-making purposes for internal users.
The users in financial accounting context include external ones such as investors, while the user is the management accounting are only internal ones such as managers.
The data that is used to prepare financial accounts is from the past while the data used to prepare management accounts is from current data. The format as well for financial accounts is fixed and they are prepared vertically while the format for management accounts is not specified.
Financial accounts and their preparation are compulsory in accordance with the laws in the United Kingdom. However, management accounts are not compulsory and they are only for the use of the management in the department of a company.





b) There are three techniques which can be applied by management accountants that can bring about the achievement of goals including marginal costing, differential cost analysis and capital budgeting.
Marginal costing is a technique that can be used to regulate the selling price of a product or service, allocation of use of scarce Materials or resources, and selecting sales makes which is beneficial for the company. Marginal costing is based on the contribution cost, fixed cost and variable cost. The techniques is applied in identifying breakeven analysis and differential costing for direct cost control, and as well as the profit maximization. 
Differential cost analysis is useful when identifying and evaluating results where it is the difference between total cost into different alternative courses of action. It is used for issues away comes to capital investments and to see the results of any proposed changes in the financial management of products or services or the resources used to make them.
Finally, capital budgeting is concerned with the inflow in outflow of capital in a company and what the expected return is and whether it meets the benchmark set by the company. It is usually applied when it comes to major project investments and uses metrics such as the net present value, or the NPV. An additional metric that can be used in capital budgeting includes the internal rate of return or the IRR.
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