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[bookmark: _gjdgxs]QUESTION 1
[bookmark: _30j0zll](a). Calculation of Breakeven point 
Selling price = £11
Variable costs = £6 per unit
Fixed costs= £350,000
Breakeven point (in units)=  fixed cost /(selling price- variable cost)
                                          =350,000/(11-6)
                                           = 350,000/5
                                           = 70,000 units
Breakeven point (in revenue) =   breakeven in units*selling price
                                                  =70,000*11
                                                   =£770,000
[bookmark: _1fob9te](b)Calculation of new profit 
New sales = 75,000 units
= 75,000*11
=£825,000
Contribution= sales –variable cost 
        =11-6
                      =5 per unit
PV ratio= Contribution/ sales *100
=5/11*100
= 45.45%
= 45%
New contribution when sales £825,000= Sales *PV ratio
=£825,000*45%
=£371,250
Desired profit = new contribution – fixed cost
 = £371,250-£350,000
=£21,250
[bookmark: _3znysh7](c) Calculation of new profit
New selling price = £13 per unit 
New variable cost = £7 unit 
Expected sales = 80,000 unites
Total new sales=80,000*13=10, 40,000
Cost of goods sold = fixed cost + variable cost 
                                  = 7*80,000+350,000
                                   =£910,000
Gross profit = total sales – cost of goods sold
                       =10, 40,000-910,000
                       =£130,000
Advertising campaign costs= £10,000
Net income = Gross profit - advertising campaign costs 
                     =130,000-10,000
                     =£1, 20,000


[bookmark: _2et92p0](d) Limitations of break-even analysis
The breakeven point does not predict demand for services and products. The accuracy of the breakeven point depends on the accuracy of the data. Any kind of inaccuracy in data leads to inaccuracy in breakeven points. Another biggest limitation of the breakeven point is that it ignores competition in the market. It just provides information regarding breakeven but does not provide any information regarding competition in the market (Mai et al., 2020).  The breakeven point is based on some assumption which reduces its accuracy for companies. It assumes that conditions of business do not change which is not correct because business conditions always change (Petera and Šoljaková, 2020).


[bookmark: _tyjcwt]Question 2	
[bookmark: _3dy6vkm](a) Discuss the importance of management accounting and how it differs from what financial accounting provides. 
Management accounting is related to the way towards getting ready administration records and reports that provides opportune and precise budgetary and measurable data to effectively directors to make a present moment and long hauls options (Mai et al., 2020). It is recognized to break down, measure translates and conveys the data to effectively empower an association to seek after their goals. 
Importance of management accounting 
· Decision making 
By using management accounting company can identifying the different reports of management that help to forecast and analyze the management uses it for effective decision making (Petera and Šoljaková, 2020). 
· Planning
In management, accounting is related to the financial information and non-financial information is presented at continuous intervals say weekly and fortnightly to the management accounting (Mai et al., 2020). This presentation comprised budgets, forecasts and in-depth analysis. So that it assists the management in business activities and planning. 
· Strategic management 
It depends on the information presented in the management accounting and it helps to make an effective decision related to continuing a product and modifying promotional or sales tactics (Petera and Šoljaková, 2020). 
· Analysis the performance 
By using management accounting in business activities, company can effectively discover the task and it is essential for the companies to analyze the performance of employees and guide them as per their performance review. Thus it is fruitful for identifying and analyzes the performance of the company (Klychova et al., 2020). 
How it differs from what financial accounting provides
	Scope 
	Financial accounting 
	Management accounting 

	Definition
	Financial accounting comprises summarizing, recording and reporting the stream of transactions and economic activities resulting from the business over the period to the regulators (Mai et al., 2020). 
	Managerial accounting is considered as the activities o measuring, identifying, interpreting, analyzing and communicating financial information to managers for the pursuit of the company’s targets (Klychova et al., 2020). 

	Aggregation 
	Financial accounting looks the all business operations and transaction (Klychova et al., 2020). 
	It looks at the more detailed level such as profits by the products, geographic region and product line. 

	Reporting focus 
	It is focus on creating financial statement to be shared external stakeholders and internal stakeholders. 
	It is mainly focused on the operating reporting to be shared within organizations (Bhimani, 2020). 

	Efficiency 
	It is related to efficiency and profitability of the company are reported through financial accounting (Bhimani, 2020). 
	It reports on what is main reason of issues and how it resolve or fix that issues. 



[bookmark: _1t3h5sf] (b) Discuss three techniques by which the management accountant can achieve the aims of management accounting 
The main aim of the company is to provide information regarding the operations of the company by analyzing each individual operating activity, individual line of the product and facilities etc. By effectively using the managerial accountants required to effectively analyze different various operational metrics and events in order to translate data into helpful information that could be leveraged by the management of the company in its decision-making procedure (Bhimani, 2020). 
Constraint analysis
The analysis of the production line of an organization helps to identify principles bottlenecks and inefficiencies creates by these bottlenecks and their impacts on a corporation’s ability to generate profits and revenues (APAK and DUMAN, 2020). Management accountants can use management accounting to effectively identifying a company’s ability and generates profits and revenue for the company. 
Margin analysis 
Using the margin analysis is primarily considered with the incremental benefits of optimizing productions. It is the most fundamentals and effective technique in managerial accounting and it comprised the BEP that helps to identify the optimal sales mix for the products of the company (APAK and DUMAN, 2020). 
Inventory valuation 
Inventory valuation comprised the analysis and identification of the actual costs associated with the production of the company and inventory (APAK and DUMAN, 2020). The process generally implies the allocation and calculation of the overhead charges and the assessment of the direct costs related to the COGS. 
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