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SOLUTIONS 
Given data:

	Price per unit   
	£11

	Variable cost per unit  
	£6

	Fixed cost of production    
	£ 350,000

	Volume of sales        
	75,000 units



QUESTION 1(a):
Contribution per unit= selling price pert unit-variable cost per unit
Contribution per unit=11-6=£5
Break-even point = Fixed cost/Contribution per unit
Break-even point =350,000/5=70,000 units
 Solution: Break-even point is 70,000 units

QUESTION 1(b):
Profit= (Volume of sales- Break-even point)*contribution per unit
Profit= (75,000-70,000) *5=25,000
Solution: Profit= £ 25,000


QUESTION 1(c):

Given data:

	New price per unit   
	£13

	New variable cost per unit  
	£7 

	Advertising campaign    
	£ 10,000

	New volume of sales        
	80,000 units




New variable cost= 6+1=£7
New contribution per unit= selling price per unit-variable cost per unit
New contribution per unit=13-7=£6

New fixed costs= old, fixed costs+ advertising campaign costs=350,000 + 10,000
New fixed costs=£360,000

New Break-even point= Fixed cost/Contribution per unit
New Break-even point=360,000/6=60,000

New profit= (Volume of sales- Break-even point) *contribution per unit
New profit= (80,000-60,000) *6=£120,000

Solution: New profit is £120,000





QUESTION 1(d):

The break-even point analysis is very important when determining the application of cost factors.  Its purpose is to determine the relationship between total cost and the sales volume of the company. Because of the fact that it is based on a specific set of assumptions the break-even point analysis has its limitations because:

1. In this analysis we keep everything constant when it will not be so because the selling price might not be constant, and the cost function won’t be either.
2. We can not implement the break-even point analysis when we don’t have historical data or when the cost and price cannot be ascertained.
3. Profits are a result of other various factors like technological change, a change in management and these factors are totally overlooked in this analysis.
4. Selling costs are a cause of changes in output and sales. They are not their result. Considering this it is especially difficult to handle selling costs in the break-even point analysis because it ignores the changes in prices.
5. Another limitation for the beak-even point analysis is that its simple form does not take into consideration provision for taxes.
6. There analysis is based on a series of restrictive assumptions and therefore the break-even analysis is mostly considered an approximation rather than a reality.
7. Another limitation of this analysis is when a company makes more than one product.  For example, it is easy to determine the break even point when the company is making just one product. But what happens when the company expands and starts to make a second product? If we will try to draw a chart, we will instantly encounter a problem. We will have to decide on which fixed costs go with each product. Considering this will be based on assumption, we can not work on this accurately.  Taking all this into account we can say that the break-even point analysis is suitable only for companies that have just a single product. (Triple A Learning, 2021)
Taking all this into consideration we can say that Break-even point analysis should be seen more as a planning tool rather than a decision-making tool.
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Question 2(a)
Finance is the most important thing in any business and can be considered its lifeline, therefore it is imperative for a business to manage its finances in an efficient manner.
Management accounting is a method of accounting that creates statements and reports, used mostly internally.  Accounting has a very important role in running a business. Through it, we can track our income and the expenditures and provide those in need with the financial information that is required in order to make important business decisions. (TOPPR, 2021)
The most important thing for any business is that the money it procures are invested in an efficient manner and that the returns from those investments are higher than the cost of finance.  Therefore, we can say that financial management   has the following scopes:
-reducing the cost of finance
-making sure there are always sufficient available funds
-deals with the planning, organizing and controlling of the financial activities

Most businesses can easily raise money however, the real problem that can only be solved through financial management is to actually use that capital in an efficient manner. (Lean, 2021)
Taking this into consideration, we can say that management account is very important because of several factors. 
1. It helps in making plans by supplying the management with all financial and non-financial data. With this information managers can make better plans because they are able to perform better analysis.
2. It assists in decision making because it collects and analyses all financial information available in the company.
3. It measures the performance of a business by using tools like variance analysis. It helps managers identify the variations in the performance of a company and to take measures to effectively correct them.
4. It increases efficiency because through it we can set targets for each division and make sure that the resources are well utilized.
5. It raises the profitability by using techniques like budgetary control and capital budgeting in order to reduce expenses and increase profits.
6. It provides reliability.  Because of the fact that management accounting uses proper scientific tools in its analysis, management receives genuine information, and this makes planning and decisions easier. 
Even though we have financial accounting, management accounting is very important because it provides information mostly for those within the company.  In comparation the financial accounting is much more concerned with informing those outside the company.

While financial accounting is created to disclose the business performance to those outside-investors, creditors, industry regulators, the management accounting is created for the company’s management.

Through financial accounting and its financial statement, we find data that is for a specific period of time. But that information is often insufficient because it can be highly regulated, or it may not have a range of information.  Also, financial statements   are not allowed to have any type of forecasting. Compared to that, the managerial accounting reports can be very detailed, technical and often purely experimental. In this way, companies can examine multiples sides on an information and find their best approach in other to have a competitive advantage.

In conclusion we can say that” the key difference between managerial accounting and financial accounting relates to the intended users of information” (Investopedia, 2021). The managerial accounting is designed in order to offer comprehensive information to management and to help the organization in making informed decisions,  in planning and controlling all aspects of an organization.
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Question 2(b)

The objectives of management accounting is to assist the management in the process of planning, controlling and decision making.  It can achieve these objectives by using a series of techniques like:
1. Capital budgeting analyses the information required in order for the management to make decision related to the expenditure of capital. In budgeting analysis the accountants will calculate the NVP(net present value) and the IRR( internal rate of return). With his information, management will be able to take decisions related to capital budgeting.

2. Inventory valuation and product costing refers to the identification and analysis of the costs that are involved with products and inventory.


3. Trend analysis and forecasting is concerned with the process of identifying patterns and trends of products cost. With the help of trend analysis, we can recognize the unusual variances and we can identify the reasons for those variances.

4. Margin analysis- this technique is mostly concerned with the benefits of optimizing production. It is an essential technique in managerial accounting and” it includes the Break-even point that determines the optimal sales for the company products.” (Corporate finance Institute, 2021)
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