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Question 1 
(a) Break-Even point
      Break-even point in units = Total fixed costs / Contribution per unit
      Total fixed costs = 350,000
      Contribution = Sales price – Variable cost per unit = 11 – 6 = 5
      Break-even point (in units) = 350,000 / 5 = 70,000 units.
      Break-even point (in sales) = Total fixed costs / Contribution * Sales price
      Total fixed costs = 350,000
      Contribution = Sales price – Variable cost = 11 – 6 = 5
      Sales price = 11
      Break-even point in sales = 350,000 / 5 * 11 = 770,000 pounds. 

0. (b)  calculation of profit made on selling 75000 units

	Sales (75000 * 11)
	825000

	Variable cost (75000 * 6)
	(450000)

	Contribution margin
	375000

	Fixed costs
	(350000)

	Profit 
	25000

	
	


 
(c) Calculation of profit - advertising campaign
      Additional fixed costs of advertising = 10000 pounds
      Sales price after campaign = 13 per unit
      Variable cost = 6 + 1 = 7 per unit  
      Sales = 80000 units 
Sales (80000 * 13) =1040000
Less: VC (80000 * 7) = 560000
Contribution = 480000 
Less: Fixed Cost (350000 + 10000) =360000
Profit 	= 120000
 
(d) Limitations of break-even analysis 
No concern towards capital structure and amount: There is no consideration given on the type and amount of capital a business has employed. As such capital structure of the company is considered as an important factor influencing profitability of a company.
Equal quantities of production and sales: It assumes that whatever has been produced is sold, but such practice is not actually true in real sense as there must be always presence of opening and closing stock of products. 
No differentiation in terms of fixed costs: when two firms under consideration for comparison have different fixed costs then they cannot be compared on the basis of their contribution margin. 

Question 2 
Discuss the importance of management accounting, and how it differs from what financial accounting provides. 
 Management accounting helps managers within a company make decisions. Also known as cost accounting, management accounting is the process of identifying, analyzing, interpreting and communicating information to managers to help achieve business goals. The data collected encompasses all fields of accounting that informs the management of business operations relating to the costs of products or services purchased by the company. Management accountants use budgets to quantify the business’ plan of operations. Performance reports are used to note the deviation of actual results compared what was budgeted.  
Contribute in taking accurate decision - Based on management accounts or record manager is able to make modification in its strategy that could help in growth and sustainability of business in longer run. Therefore, it is helpful to manage in taking right decision for enterprise so that it can enjoy more market share and sales volume. 
Difference between management accounting and financial accounting
     Financial accounting is based on the historical data or business transaction where on the basis of which various financial statements are prepared. Management accounting on the other hand is the preparation of various reports that are based on internal needs of the company (Alsharari,2019). Financial accounting statements are generally for the use of external parties like investors, shareholders and public whereas management accounting reports are helpful for managing internal affairs of the company and for internal use only.  (Schroeder, Clark and Cathey, 2019) Financial accounting provides information of company's position which is the outcome of past performance while management accounting provides information on future outlook of the company financial status. In financial accounting, the results are depicted on the basis of actual figures while in management accounting, whatever reports are generated is based on the estimated figures. MA provides operational reports on regular basis like weekly, monthly or quarterly whereas FA statements are prepared only at the end of the financial year.  
Discuss three techniques by which the management accountant can achieve the objectives of management accounting.
Budgeting: A budget is used to forecast the financial results and financial position of an entity for a future period.  It is used for planning and performance measurement purposes, which can involve spending for fixed assets, rolling out new products, training employees, setting up bonus plans, controlling operations, and so forth. 
Profit margin analysis is used for analyzing your business’s profitability over time. Some businesses might complete an analysis to compare themselves to their competition. You can also compare your company’s profit margin to other businesses in your industry to see where you stand. Generally, you perform a profit margin analysis over a longer period of time (e.g., five years). However, some businesses look at longer or shorter periods of time when analyzing their profit margin.
Trend analysis and forecasting:  It is another technique which is helpful in deciding trends and accurate patters of products cost as unusual variances from the forecasted value. Moreover, it also included the reason for such variances thereby contributing in maintaining accurate record of accounts.
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