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QUESTION 1 
(a) 350,000 ÷ (11-6) = 70,000
Break-even point is 70,000 units, which will generate revenues of £770,000.
(b) £825,000 – (£450,000 + £350,000) = £25,000 profit

(c) £1,040,000 – (£560,000 + £360,000) = £120,000 profit


(d) The Break-even analysis is only a costs only analysis, as it tells you nothing about what sales are actually likely to be for the product at various prices. Although this is true in the short run, an increase in the scale of production it will also increase the variable costs of production. It assumes average variable costs are constant per unit of output, at least in the range of likely quantities of sales.It also assumes that there is no change in the quantity of goods held in inventory at the beginning of the period and the quantity of goods held in inventory at the end of the period.
QUESTION 2
(a) Unlike financial accounting, which is primarily concentrated on the coordination and reporting of the company’s financial transactions to outsiders (e.g., investors, lenders), managerial accounting is focused on internal reporting to aid planning, controlling and decision making. Business managers collect information that encourages strategic planning, helps them set realistic goals, and encourages an efficient directing of company resources. Investors and creditors often use financial statements to create forecasts of their own. In this way, financial accounting is not entirely backward-looking. Nevertheless, no future forecasting is allowed in the statements.For a variety of reasons, financial accounting reports tend to be aggregated, concise, and generalized. Information is simultaneously more transparent and less revealing. This is not normally the case with managerial accounting as there are many reasons to do things a specific way for each company. Managerial accounting reports are private, highly detailed, technical, specific, unlike financial accounting statements that uses a standard form.

(b) Margin analysis, capital budgeting and forecasting. 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 breakeven point that determines the optimal sales mix for the company’s products. Capital budgeting is concerned with the analysis of information required to make the necessary decisions related to capital expenditures. In capital budgeting analysis, managerial accountants calculate the net present value (NPV) and the internal rate of return (IRR) to help managers to decide on new capital budgeting decisions. Forecasting is primarily concerned with the identification of patterns and trends of product costs, as well as with recognition of unusual variances from the forecasted values and the reasons for such variances.


