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S0LUTIONS 
Question 1

a) CONTRIBUTION PER UNIT =Selling price per unit -Variable costs per unit =£11- £6 = £5;
Break-even point =Fixed costs/Contribution per unit = £350 000/£5=70 000units;
Revenue =70 000units*£11=£770 000;
b)  Profit= (75 000 units-70 000 units )=5 000 units *£5 = £25 000;
c) New selling price =£13 
               variable costs per unit =£6 + 1 = 7 
               contribution per unit =£13 - £7 = £6
fixed costs=£350 000+ £10 000 =£360 000
new break- even point =£360 000/£6 = 60 units
the new profit =(80000 units -60 000 units)=20 units * £6 =£120 000 

d)  Break-even analysis limitation :
Business will sell all particular product stock with the same price .Variable costs could change multiple times and it can affect the profit .















                                          


Question 2
 MANAGEMENT ACCOUNTING

By definition management accounting also called managerial or analytic accounting, comprises all the elements of identifying measuring, storing, analysing processing interpreting and communicating information used by management to predict plan, evaluate and control, within a body and for guarantee the use of applicators and the responsibility of its resources.
It is mandatory for all economic entities, but must be adapted to the specifics of their activity and needs.
WHAT IS IT FOR?
     Management accounting aims knowing the costs, analysing and estimating the evolutions and allow the legal persons to obtain the vital information necessary for the efficient management of the business patrimony.
TANGIBLE AND INTANGIBLE ASSETS
      The useful live of an asset is:
a)  The period of time during which the entity expects to obtain economic benefits from the use of the asset.
b) The quantity of units of products, works, services or other similar units that the entity expects to obtain from the use of the asset.

FIXED ASSETS – assets held for use for more than one year in the business of the entity or for transfer to third parties.
Depreciable fixed assets – fixed assets in operation that have a definite (limited)useful live and for which depreciation is calculated.
TANGIBLE FIXWD ASSET – fixes assets in the form of fixed assets, land tangible fixed assets in progress and mineral resources .Tangible fixed assets in progress, tangible fixed assets purchased or in the process of creation and preparation for use after destination ,until their transmission into operation .
Non-depreciable fixed assets -fixed assets that have an uncertain useful life or are in the process of being executed.

INTANGIBLE ASSETS -non-monetary assets that do not take a material form,  identifiable and controllable by the entity.
Intangible assets aquired or in the process of being created and ready for use by destination ,as well as intangible assets interconnected with other assets  that require  preparatory work for use by destination.

                                                    DECISION MAKING 

Definition of the decision – when a problem arises, it is necessary to analyse all its solution .For each variant ,the strengths and weaknesses , the allocated resources ,the necessary time, the risk are analysed. Choosing a variant from the many possible options following the combination of the above factors means making a decision 

                                                 BREAK- EVEN ANALYSIS
A break -even analysis is a useful tool of determining at what point our company, or a new product or service will be profitable .Put another way ,it’s a financial calculation used to determine the number of products or services we need to sell to at least cover your production cost.
When we’ve broken- even ,we  are neither losing money nor making money, but all our costs have been covered.
                                           BENEFITS OF BREAK EVEN ANALYSIS
Many small and medium sized businesses never carry out financial analysis. They do not know how many units of sales should be made to get a return on their capital.
Break -even analysis is a way to find out the minimum sales volume so that a business does not suffer losses.

                                                        COVER FIXED COSTS
When most people think about the pricing, they think about how much their product cost to  create – these are considered variable costs. You still need to cover your fixed costs, like insurance or web development fees. Doing a break- even analysis helps us do that.
Make smarter decision – entrepreneurs often make business decisions based on emotion. If they feel good about a new venture, they go for it.
How you feel is important ,but it is not enough. Successful entrepreneurs make their decision based on facts. It will be a lot easier to decide when we’ve put in the work and have useful data in front of us.

                                   HOW TO CALCULATE BREAK- EVEN  POINT
Before we calculate the break-even point, let’s discuss how the break-even analysis formula works. Understanding the framework of the following formula will help determine profitability and future earnings potential.
Your beak-even point is equal to your fixed costs, divided by your average price ,minus variable costs.

                                                          BUDGETING
Budgeting is the process of creating a plan to spend your money.This spemding plan is called a budget. Creating this spending plan allows as to determine in advance whetever you will have enough money to do the things you need to do or would like to do. Budgeting is simply balancing your expenses with your income.

Capital  investment appraisal, also known as capital budgeting is primarily a planning process which facilitates  the determination of the concerned firm’s investments long term and short term. Capital investment appraisal factors are selected based om the priorities of stakeholders and decision makers.

                                  TECHNIQUES IN MANAGERIAL ACCOUNTING
In order to achieve its goals, managerial accounting relies on a variety of different techniques, including following:
       Margin analysis
Margin analysis is primarily concerned with the incremental benefits of optimizing production. Margin analysis is one of the most fundamental and essential techniques in managerial accounting. It includes the calculation of the break even point that determines the optimal sales mix for the company’s product.
       Constraint analysis
The analysis of the production lines of a business identifies principal bottlenecks, the inefficiencies created by these bottlenecks and their impact on the company’s ability to generate revenues and profits.
          
              Inventory valuation and product costing 
Inventory valuation involves the identification and analysis of the actual costs associated with the company’s products and inventory. The process generally implies the calculation and allocation of overhead charges, as well as the assessment of the direct costs related to the cost of  goods sold (COGS)
                                                        CONCLUSIONS
The profitability of any business depends on the accuracy of the information provided in the management accounting reports.
If we are just starting out as an entrepreneur, if we are an authorized individual or have an SME, we need to  make sure from beginning that our financial resource are in good hands.
Accounting services look after the prosperity of our business and put it into operation every day, but management accounting provides vital information to our business.
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