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QUESTION 1:
A) Break even point units = Fixed Costs
                                              Contribution per unit
                Contribution per unit = Selling price per unit -Variable price per unit
                Contribution per unit = 11-6 = 5
                Break even point units= 350.000:5= 70.000
                Break even point revenue= Fixed Costs
                                                                  Contribution Ratio
                Contribution Ratio= 5:11=0,45%
                Break even point Revenue:
                                                     350.000:0,45=777.777.78
 
B) Revenue= Selling price x Total Units Sold
Revenue = 11x75.000=825.000
Variable Cost= Variable Cost x Total Units=450.000
Contribution= Revenue – Variable Cost = 375.000
Profit : Loss =Revenue – (Variable Cost + Fixed Cost =825.000- (450.000+350.000)=825.000-800.000=25.000

C) New Contribution Margin= New Sales Price – New Variable Cost
New Contribution Margin = 13-7
New Contribution Margin = 6
Profit = ( Sales Unit – New per unit Contribution Margin ) – New Fixed Costs 
Profit = ( 80.000 x 6 ) – 360.000

So, the new profit for the improved product is £120.000



QUESTION 2:


A)Financial accounting must follow the rules of GAAP (Generally Accepted Accounting Principals) and consists of the daily, monthly, quarterly transactions that occur in the course of doing business. Financial calculating transactions flow through to the companies balance sheet, profit and loss statement, and statement of cash flows. The knowledge produced by financial accounting exists mainly for external users and stakeholders of a business. For instance, if you were recognizing buying shares in a particular company or loaning it money you would want to see how the business is doing. You would be able to determine the economic health of the business by looking at the financial reports it produced. Financial accounting accords with what has already happened. For occurrence a business made a purchase of inventory, paid workers, invested in a new building, or paid a dividend to it’s stockholders, all of which created the need for transactions to track the events occurring within the business.
Managerial calculating is not held to the standards of GAAP because it is not intended for external users. Managerial accounting is used to resolve what direction the business should take and what choices it should make or not make. The reports and information produced in management accounting may contain items that have already occurred, but only to the extent that they are used to forecast what might happen in the future. Well informed managers make better decisions about the future. Budgets are a function of managerial bookkeeping, and can not only tell if a company was able to stay on budget, but can pinpoint the areas/departments where it went off track. If product purchases were high is it the fault of purchasing? Perhaps the employees had higher than normal product waste. Perhaps the products purchased were inferior and therefore required more of each in the production process. Managerial accounting provides methods/formulas for breaking down budget variances to determine more closely where the real problem occurred. Another important function of managerial accounting is cost accounting, or pricing products to earn a profit. There are formulas to determine the break even point of a business, meaning if the business sells x number of units it will neither make or lose money. As you can imagine there are formulas used to build in a certain percentage or dollar amount of profit in each unit price. There are also methods used to determine all of the figures necessary to compute a company’s price, such as figuring job and overhead into each product. Briefly, two main methods are job costing and process costing. Job costing costs out each job whereas process costing focuses on the actual process. Job costing may be suitable for a business that makes individual specialized products, for instance automobiles. Each cost is traced to the automobile (cost object). Process costing is more suitable for a company that makes lots of the same exact product. An example would be a company that makes various acidities of jelly. The managerial accountants would focus on the actual process and associate costs to it in order to come up with an average cost per jar. This figure would then be used to determine selling price. the more accurate the figures, the more accurate the selling price, and of course the more accurate the budgets and forecasts of earnings and profit will be. It is important to keep in mind that none of this information is intended for the external customer, but is used to run the business as efficiently and profitable as possible.
Whereas financial accounting relies on a set of rigid rules to produce reports that can be compared across the board to other companies, managerial accounting is the ongoing decision making processes and methods used by a company to plan for the future by resolving it’s past decisions, sales, profits, expenses and other relevant data.



B) Management Accounting: Technique 6. Marginal Costing:
The management accountant uses the technique of marginal costing, differential costing and break even analysis for cost control, decision-making and profit maximisation.
[bookmark: management-accounting-technique-7-funds-]Management Accounting: Technique 7. Funds Flow Statement:
The management accountant uses the technique of funds flow statement in order to analyse the changes in the financial position of a business enterprise between two dates. It tells wherefrom the funds are coming in the business and how these are being used in the business. It helps a lot in financial analysis and control, future guidance and comparative studies.
[bookmark: management-accounting-technique-8-cash-f]Management Accounting: Technique 8. Cash Flow Statement:
A funds flow statement based on increase or decrease in working capital is very useful in long-range financial planning. It is quite possible that there may be sufficient working capital as revealed by the funds flow statement and still the company may be unable to meet its current liabilities as and when they fall due. It may be due to an accumulation of inventories and an increase in trade debtors.
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