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Question 1 
(a) Calculating the break even point of product A
	Particulars
	Amount

	Per unit selling price
	£11

	Per unit other variable costs
	£6

	Fixed cost
	£350,000



We know that, 
Break-even point (in unit) = Fixed cost / (per unit selling price - per unit variable cost)
= £350,000 / (£11 - £6)
= £70,000
Break-even point (in revenue) = BEP (in unit) * Per unit selling price 
= £70,000 * £11
= £770,000 
(b) Calculating the profit of selling 75,000 units 
Selling price of 75,000 units = 75,000 * £11
= £825,000 
We know that, 
Profit = Sales revenue – Total variable cost – fixed costs 
= £825,000 – (75000 * £6) - £350,000 
= £25,000 
(c) Calculating new profit figure for improved products 
Here, 
Variable cost per unit = £6 + £1 = £7
Selling price per unit = £13 
Sales units = 80,000 
We know, 
Profit = Sales revenue – Total variable cost – fixed costs 
= (80,000 * £13) – (80,000 * £7) – £350,000 
= £1040,000 – £560,000 – £350,000 
= £130,000 
(d) Limitations of Break-even analysis 
Break-even is a tool that figure out the sales point where an organisation makes zero profit or zero loss. The more an organisation can sell products that break-even point, the more the organisation will make profit. Break-even is the most used tool for figuring out the safe zone of production of an organisation. Above all the advantages, there are some limitations of Break-even analysis. Some of them are mentioned below- 
· No prediction of demand: For a handsome amount of revenue and profit, an organisation has to know the demand of the product in the market. Though break-even analysis points out the sales amount or units where the organisation will be safe from making loss, and will start making profit after that point, it gives zero idea about the market demand of the product, which sometimes can be risky for organisations. 
· Depends on reliable data: Break-even totally depends on the data of the organisation. if there is any mistake in the entry of the data needed for calculating break-even point or sales, the organisation will be in loss as it will be directed by faulty break-even units. 
· Perfect for single product: When an organisation has single product in its product line, break-even is the most suitable tool for analysing the zero-profit point of the organisation. But, when the organisation has several products in its product line, the organisation can’t use break-even analysis effectively for calculating the zero-profit point of it.
· Ignores competition: Break-even analysis doesn’t take count into the competitors of the organisation. Which sometimes can result into danger as new entrants in the market can be harmful for the demand of the product of the organisation. 

Question 2 
(a) Discussing the importance of management accounting, and how it differs from what financial accounting provides
Management accounting indicates the section of accountings that is responsible for providing financial information to the management team of an organisation for helping them to make most perfect decisions. Management accounting has several importance which are necessary for making effective decisions of an organisation. Some of the importance of management accounting are discussed below- 
· Helping in planning: One of the most important task of management accounting is to help the management executives in making plans for a new launch, or new product development, or even increasing the size of the business. Management accounting provides some information like financial statements, cash flow statement that are necessary for making
· Helping in decision-making: Another importance of management accounting is to help the management executives of an organisation to help them in making effective decisions. For making effective decisions, management of an organisation needs the aforementioned statements for understanding the condition of the organisation. 
· Measuring performance: While preparing financial statements and analysing the, management accounting also measures the performance of the organisation. it uses several tools and their preset standards for measuring the performance of the organisation. 
· Increases efficiency: Management accounting works for increasing the overall efficiency of an organisation. management accounting sets some targets for each department of the organisation for increasing their efficiencies and measure them after the given time for measuring the efficiency of the organisation. 
Financial accounting is responsible for recording, summarizing, and reporting the stream of the transactions that are made in an organisation. Though there are some similarities in management accounting and financial accounting, there are some differences between these two. The ways management accounting differs from financial accounting are discussed below- 
· Objectives: Management accounting and financial accounting has different objectives. The main objective of management accounting is to help the management of an organisation in planning and decision-making, whereas, the main objective of financial accounting is to recording, summarizing, and reporting the transactions of the organisation. 
· Present and past use: Financial accounting focuses on present data for preparing the statements whereas, management accounting works with historical data for making effective decisions. 
· Regulations: The main difference between management accounting and financial accounting is the regulations which is regulation as the statements prepared by financial management are strictly regulated following some standards whereas organisations have the opportunity to make their own management accounting system. 
(b) Three techniques that can be used for achieving the objectives of management accounting 
As discussed in the previous question, management accounting is focused on helping the executives of management in planning and making decisions. There are several techniques that can be used by the management accounting of any organisation to achieve the objectives of it properly. Three of the most effective techniques of achieving the objectives of management accounting are discussed below- 
· Financial planning: The most effective technique that can be used by management accounting is financial planning which indicates making financial plan for the organisation analysing the financial statements of the organisation and analysing the historical data as well. Management accounting figures out both long term and short-term financial needs of the organisation and make a financial plan for achieving them. 
· Analysing financial statements: Management accounting has to assume the profitability of the organisation by analysing the financial statements of the organisation. Also, management accounting will be able to forecast future revenue and profit, the ability to pay off the debts, expanding the organisation, and so on by analysing financial statements which are linked to help the management executives in decision making process. 
· Standard costing: Having a control on the costs is important for an organisation. Management accounting can use standard costing for having a control on the cost structure of the organisation by comparing the actual cost with the standard cost, calculating the variances, and using other measures. This technique is most important for reducing excess costs of the organisation that can make the organisation more effective than other organisations.

