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[bookmark: _Toc80975937]Question 1: 
(A): Break-even point is the situation in which there is no profit and loss for the company. If the company produce above the break-even the profits will increase otherwise it will decrease the profits of the company. So, it is very important for the management of the company to know and calculate the break-even of the company. Its formula is the total fixed divided by the contribution margin and the formula of the contribution margin is Selling price minus the total variable cost of the company. It considered both the fixed and the variable cost of the company which is the good sign as it will show the true picture of the company. It has been seen and analyzed that the company that operates there business in the mature stage operates at the break-even and the company that are growing operates the point above the break-even and the company that is small and recently incorporates operates below the level of the break-even sales. Below shows the working and the calculation of the break-even sales point: 
	Break even sales units

	 
	 

	Formula:
	Fixed cost / Contribution margin

	 
	 

	[bookmark: _Hlk80966442]Contribution margin 
	5

	Sales per unit
	11

	Variable cost
	6

	 
	 

	Fixed cost
	350000

	 
	 

	Break even sales unit
	70000




Working a)
Contribution margin= 11-6 = 5

It means that if the company wish to generate the profit, then they should produce their revenue or sales above the level of 70,000. 



	REVENUE
	

	Formula:
	Unit * Selling Price

	Unit
	75000

	Selling Price
	11

	Sales
	825000










(B): Profit is second highest cash flow for the company after the revenue from operation. The management do the hard work just to earn the profit for the company. It is the total income minus the total expenses of the company. Below shows the calculation of the profits of the company with considering the variable and fixed cost: 
	Profit

	Formula:
	Sales - Total expenses

	 
	 

	Sales 
	825000

	Unit
	75000

	Price
	11

	 
	 

	Variable cost
	450000

	Unit
	6

	Cost
	75000

	 
	 

	Fixed cost
	350000

	 
	 

	Profit
	25000




Working  b) 
Variable Cost= 75000*6=450000








 (C): The management of the company have proposed various changes in the income statement and below shows the calculation of the same: 
	New profit

	Revenue from operations
	1040000

	Unit
	80000

	Selling Price
	13

	 
	 

	Variable cost 
	560000

	Unit
	80000

	Price
	7

	 
	 

	Fixed cost
	360000

	Current cost
	350000

	Marketing cost
	10000

	 
	 

	New profit
	120000



As per the changes, the new profit is 120,000 which is high as compares to the 25,000 which means the new changes are good for the company. 
Working C)
Fixed Cost: 35 000+10 000=360 000
Contribution margin: 13-6= 6
BEP: 360 000/ 6= 60 000
Mergen Safety: 80 000 – 60 000 = 20 000
Profit: 20 000 * 6 = 120 000


(D): There are various limitations and the advantage of the break-even analysis and it is very important for the company to know the both parts of the break-even point so that they can do the proper analysis of the company and choose the profitable project for the business. Some of the limitations of the break-even point are listed below: 
· It has been seen that the break-even concept and point is based on the accounting data which suffers from various drawbacks such as management of the company can alter and manipulate the data so that it looks the company more attractive which is not a good sign from the fundamental perspective as it will not show the true picture of the company and also there are various fluctuations and volatility in the applied accounting standards which can also impact the quality of the data. 
· Break-even point is base don the various assumptions and some of them are that it is static in nature and there is a constant relation between the costs and the revenue of the company which is the real world is not possible. There is no constant relationship and it keeps on changing every time because of changes in the economic and the social environment within the firm. 
· It is based on the assumptions that the profit is the function of the output which means that the profit can only be generate vie the output of the company. However, it is not always the case. Profit can be generate through the technological changes or improved management or changes in the level of operations of the company. 
· Break-even point depends and suggest that the total cost can easily be classified as fixed or the variable cost which is not always the case. There are various types cost which cannot be classified as either fixed or variable such semi-variable cost and other cost for the company. 
The above four points suggest that the management of the company can use or incorporate Break-even analysis in there investment, however, they should not blindly follow the same as it has various limitation and the management accountant should considered the all limitation of the break-even analysis and then use the same method. 

















[bookmark: _Toc80975938]Question 2:
Part A: 
Management accounting is one of the most important activity which helps the company to increase the efficiency and the productivity of the workers working in the organization. It is the process of analyzing and monitoring the internal and the external cost and the revenue of the company and also helps the management of the company to get the financial and the economic information so that they can take the well-informed decision making. It is also known as cost accounting and the marginal accounting. It helps the management team and the management accountant to translate the raw financial and the economical information to the useful information which then used by the company or the business to take the decision regarding the betterment of the company and this decision includes the investment decision, working capital decision, dividend decision and the solvency issues faced by the company, so that they can compares to the same with the peers companies operating in the same industry. There are various importance of the management accounting and some of them are: It helps in identified, record, analyze and measures the financial information from the source to the managers of the company so that they can use this information to achieve the economic and the financial goal of the company. It facilitate the managers to increasing the quality of earnings by promoting the cash-based revenue and not accounts receivable based revenue which then helps the company to reduce the unwanted expenses and the maximize the profits of the company or the corporate. However, the management need to understand that it is the costly and the time-consuming process because the company or the firm need to hire new professional employee so that they can conduct this activity and invest time by compares the company performs with the peers companies operating in the same industry or the industry average. 
Financial accounting is the process and the technique of the accounting which helps the management of the company or the business to record and report the financial transaction of the company in the financial statement of the corporate such as balance sheet, income statement and the cash flow statement. This process helps the various types of stakeholders such as external (Customers, creditors, debtor and the capital providers) and the internal stakeholders (management team, direct team and shareholders) to know the financial performance and the position of the company and make the investment decision. The key difference between the management and the financial accounting are shown below: 


	Difference point 
	Management accounting 
	Financial accounting

	Users
	It has been seen that the end users of the management accounting information are the internal stakeholders such as management team, directors and the workers working in the lowers departments within corporate and this is helpful in taking the decision at the company level. 

	It is useful for the external stakeholders which includes the customers, investors, creditors and the debtors. It helps in taking the investment decision by analyzing and recording the financial transaction for the company and also access the financial performance and the position of the company. 

	Historical data 
	Management accounting always focus on the future trend with the future information. It help the company to analyze the expected future by considering the future uncertainty. 
	Financial accounting is based on the historical data which records and report the data which is already incurred by the company in the past time. 

	Reporting time
	It has been analyzed that the management accountant made there report in the quarterly basis or early as possible. 
	The financial accountant presents there financial statements on the annual basis which is at the end of the year. 



From the above table it has been analyzed that there are some major difference between the financial and the management accountant which includes the reporting time, end users information and the historical data Vs the future trend data. It is very important for the management of the company to know this difference and should hire the financial and the management accountant so that they can do there task efficiently and also helps them to increase the efficacy of the company’s assets because it is advantages to the company only as it will increase the capital base looks the balance sheet and the cash flow statements looks attractive. 


Part B: 
The management of the company need to hire the specific management accountant to perform the specific task which is related to the same. They include the better understanding of the task and also helps in increases the efficiency of the workforce. It is the responsibility of the management to provide the required resources and the capital so that they can implement the same and take the well-informed decision. Below shows the three techniques which helps the management accountant to achieve the objective of the management accounting: 
· Financial planning: It is one of the most important tool or technique which helps the management accountant to achieve the financial and the economic goal of the company. It has been seen that the company that have performed well in the planning stage gets there result better in the form of increased financial performance and the position as compares to the peer companies operating in the same industry. It is the stage or the technique which includes the planning of everything includes the preparing and monitoring the budget of the company, for casting the job costing process. It includes the estimating the short and the long run financial objectives of the company and forecast the changes in the financial and the economic policy of the company. With the help of the same they can have the better understanding of the same and formulate the planes and procedure. It helps the company in deciding the optimal capital structure of the company which means how much level of debt and the equity should be there in the company to increase the values or the share of the company because the weighted average cost of capital is indirectly related to the share price of the company. 
· Properly communicating: It is the process of transferring the information from one user to another or communicating the same and it is the duty of the management accountant to do the same. If there are some communications between the users and the accountant then it may create a big issues for the company and decrease the key profit margin such as net profit, gross profit and operating profit margin which results in the lower capital base of the company. It can be said that the proper communication will increase the efficiency of the assets and the revenue foam operations of the company. The management accountant prepares the report for the company and disclose every conflict of interest in the footnotes or the financial statement. If they omit any conflict disclosure, then it will create the issue and will decrease the profits of the company because of lowering the financial governance. It then also increases the agency cost and the information asymmetry information which is not a good sign for the management of the company. Agency cost means that there are some conflicts between the shareholders and the management of the company which then increase the incremental cost and the asymmetry information means that the companies shareholders thinks that the management team of the company have more information related to the business as compares to them. This all results in the poor communication gap. 
· Budgetary control: Budget is the tool or technique which includes all the actual and planned income and expenses of the company. It has been seen and analyze that the budget is very important component of the company and it is duty of the management accountant to prepare and monitor the same on the quarterly basis. Budgetary control means that the management of the company should control the income and expenses of the company by directing the business operations in such a way so that they can increase the probability of achieving the financial and the economic goal of the company. It is very important to control the unwanted expenses of the company so that they can increase the profits of the company and also increase the capital base of the company in the more efficient manner. 
With the help of above three technique management accountant of any company can increase the efficiency and profits of their company.
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