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Question 1 

(a)  Break-even point(BEP) in units 
Contribution per unit = Selling price per unit – Variable cost per unit 
Contribution per unit = £11 - £6
Contribution per unit = £5
BEP in unit = Fixed cost / Contribution per unit 
BEP in unit = £350,000 / £5
BEP in unit = 70,000 

Break-even point (BEP) in revenue 

BEP in revenue = BEP in unit x Selling price per unit 
BEP in revenue = 70,000 x £11 
BEP in revenue = £770,000. 

(b) Profit on sales of 75,000 units 
(75,000 – 70,000) x 5 = £25,000. 

(c) New profit figure for the improved product 

New contributions per unit = increased selling price per unit – increased variable cost 
New CPU = £13-£7 
NEW CPU = 6
New BEP in unit = (fixed cost + advertisement) / new CPU 
New BEP in unit = (£350,000+£10,000) / 6 
New BEP in unit = 60,000. 

New profit figure would be 
(85,000 – 60,000) x 6 = 20,000 x 6 = £120,000. 


(d) Limitations of the break-even analysis 


Break-even analysis is a complicated process that involves studying the familiar accounting term ‘break even’. It can be summarised as a simple equation, where revenue sales are equal to total costs.  According to academic literature break-even point is the point where no profit is made and no loss is registered. Although it is used to contribute to business accounting and performance it consist of a number of advantages and some disadvantages. (Fuksa,2021)
 Break-even analysis is considered a classic tool for simple orientated businesses and can be quick and easy method for analysing. It provides evidence where cost should be increased/decreased, risk factors on sales,  
However, when it comes to multi-production it depends on various factors – costs (few of them being variable, few – fixed to a certain point), company activity and other. 
 Based on the variable costs, analysis must be edited on a regular basis, which leads to its inaccuracy. It should also be considered that it includes unrealistic assumptions on stock (products), costs (investments) and could be time-consuming. 



                                               Question 2 
(a) Discussion on the differences between management and financial accounting.
 
 It is apparent that every business executive requires internal information relevant to the business in order to accurately plan for the future and ensure attainment of goals with informed decisions. Management accounting represents recording and controlling of organisational disbursements to aid separate operations of business (Weetman, 2019). The purpose of adopting an accounting system is to ensure security of finances, drive overall business strategy and ability to handle important financial matters. It must be justified that financial management is distinct from management accounting and have different purposes. 
According to studies, researches and literature key differences between financial and management accounting originate from the focus of these two process – external and internal. 
Management accounting is a complex process combining planning, controlling and decision-making within the organisation. It differs from financial accounting in various factors. Most importantly it is private and internally orientated. It has specific and detailed focus around plenty organisational aspects – productivity, salaries, control and monitor. (Sangster, 2018)
 In comparison to financial accounting where a report is required once a year, management accounting provides reports on a more frequent basis – daily, weekly, monthly, etc. It is proven that management accounting reports provide financial and non-financial information. Both have in common the financial aspect, but it cannot be left unsaid that management accounting is forward-looking – it has the ability to ensure future-decision making as well risk planning. Every successful company might benefit sufficiently from applying and specific approaches in order to develop management accounting.



(b) Three techniques for management accounting 
 Below would be a brief description of the following techniques for achieving objectives in management accounting: budgetary control, capital appraisal and break-even analysis. 

Appropriate planned use of available resources is useful for the attainment of profit maximization goal and in this respect; budgeting and its relevant planning tools are significant. Budgeting refers to the process of estimating revenues and expenses of the firm pertaining to the specified future time period which is usually re-evaluated on a timely basis.
 
 Capital appraisal – in simple words capital investment appraisal is the budgeting of major capital and investment to company growth. For smaller companies for example – it provides opportunities for conquering new markets and exploring new activities. 
 
[bookmark: _GoBack] Break-even analysis – as mentioned above break-even analysis might bring significant impact on company’s performance regarding its assumptions on sales, stock and productivity. Although its 
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