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Management accounting is a subset of accounting which focuses on assisting organizations in increasing their internal quality and productivity. Management accounting employs a variety of methods to help an organization accomplish its objectives. This is not the same as financial accounting. 
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[bookmark: _Toc80971319]Solution No 1.a: Break-Even Point
Given information, 
Selling Price					= £11 per unit
Variable Cost 					= £6 per unit
So, the Contribution Margin 	= £11 - £6 	= £5 per unit
And, Fixed Cost				= £350,000

[bookmark: _Toc80971320]Break-Even Point in unit:
Break-even point in units	= 
				= 
				= 70,000 units

[bookmark: _Toc80971321]Break-Even Point in Revenue:
Break-even point in revenue	= Fixed cost / (unit price - variable cost) / unit price				                      = 350,000 / [(11-6) / 11]
                                                      =350,000 / (5 / 11)
                                                      =350,000 / 0.454545
				           = £770,000
Answer: Break-even point in unit is 70,000 and in revenue is £770,000.
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Calculating Revenue:
Given information,
Units sold					= 75,000
Selling Price					= £11 per unit

So, Revenue 	= Units sold × Per unit Selling Price
		= 75,000 units × £11 per unit
		= £825,000

Calculating Cost:
Given information,
Units sold					= 75,000
Variable Cost 					= £6 per unit
Fixed Cost					= £350,000

So, Total Cost	= Variable Cost + Fixed Cost
		= (75,000 units × £6 per unit) + £350,000
		= £450,000 + £350,000
		= £800,000
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Profit	= Revenue - Cost
	= £825,000 - £800,000
	= £25,000
Answer: For selling 75,000 units, profit is £25,000.
[bookmark: _Toc80971324]Solution No 1.c: Profit calculation for improved product
Calculating Revenue:
Given information,
Revised Units sold					= 80,000
Revised Selling Price					= £13 per unit

So, Revised Revenue 	= Revised Units sold × Revised Per unit Selling Price
			= 80,000 units × £13 per unit
			= £1,040,000

Calculating Cost:
Given information,
Revised Units sold					= 80,000
Revised Variable Cost [£6 per unit + £1 per unit]	= £7 per unit
Revised Fixed Cost [£350,000 + £10,000]		= £360,000

So, Total Cost	= Variable Cost + Fixed Cost
		= (80,000 units × £7 per unit) + £360,000
		= £560,000 + £360,000
		= £920,000
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Profit	= Revenue - Cost
	= £1,040,000 - £920,000
	= £120,000
Answer: For selling 80,000 units, revised profit is £120,000.
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[bookmark: _Toc80971327]Break-Even Analysis:
Break even analysis is used in both a limited and a wide meaning. In a narrower manner, it is interested in determining the breakeven point, or the level of activity at which total costs equal total sales price (Sintha, 2020). In a wider sense, it refers to the analytical method that predicts the likely profits at every level of output (Cafferky, 2013). Because break even analysis demonstrates the connection between costs, volume, and profit, it is also referred to as C-V-P Analysis (Cost Volume Profit).

[bookmark: _Toc80971328]Limitations:
In spite of being an extremely useful planning technique, break-even analysis is not without flaws. The following are the limitations of break-even analysis:
· Straight line expenses and sales curves: if a company is compelled to reduce prices while increasing production due to market saturation, the sales curve will just be non-linear. Similarly, a company's total variable expenses are lesser when it negotiates a discount with its suppliers (Sintha, 2020). Additionally, the single direction assumption implies that semi-variable expenses are exactly proportionate to output and are therefore grouped in with all the other variable costs - in fact, the word "semi-variable" is omitted entirely (Gutierrez and Dalsted, 2018).

· Single product or price: the majority of companies offer a variety of their goods at varying prices in a variety of marketplaces and to a variety of consumers (Cafferky, 2013). Customers that purchase in bulk, for example, will get a discount. Break-even analysis disregards any scale economies (Gutierrez and Dalsted, 2018).

· All production is sold: break-even analysis is based on the assumption that all output is converted to revenue (Cafferky, 2013). In fact, businesses will maintain inventories of unsold goods until they can operate entirely on a just-in-time basis (Sintha, 2020).

· A static model in which variables do not interact: in fact, the economic world is evolving, and any gain in production or reduction in expenses is subject to change depending on price levels (Cafferky, 2013). Break-even analysis, like balance sheets, is a reflection of a scenario at a certain moment in time (Gutierrez and Dalsted, 2018). For example, growing energy scarcity will result in substantial rises in both fixed and variable costs. Not all expenses fall neatly into the fixed or variable category (Sintha, 2020). The outcome is only as accurate as the underlying data upon which it is based.

· Rivals' reactions: break-even analyses overlook the reality that competitors' products or pricing may vary (Cafferky, 2013).
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[bookmark: _Toc80971331]Importance of Managerial Accounting
Management accounting is such a process of developing management reports and records that provide directors with accurate and timely budgetary and quantifiable data on which to base their immediate and long-term decisions (Bromwich and Bhimani, 2018). It identifies, quantifies, deconstructs, translates, and communicates data in order to enable an association to pursue its goals (Horngren et al., 2017). The importance of such branch of accounting is briefly discussed below: 
· Management accounting aids in the execution of a marginal analysis (Kaplan, 2017). Marginal analysis enables managers to determine if the extra advantages gained from an action are worth more than the related expenses. It is a cost-effective way of operating a business (Atkinson et al., 2016). Managers utilize marginal analysis to determine the best strategy for maximizing profitability.
· Management accounting simplifies the capital budgeting process. Management accountants offer managers with the knowledge they need to make sound investment and acquisition choices (Horngren et al., 2017). They analyze common budget indicators such as NPV (Net Present Value), evaluate bids, determine if a project or acquisition is worth the hassle, and advise managers on financing options (Bromwich and Bhimani, 2018).
· Management accounting aides in daily management and business choices by collecting data that assists management in making daily business decisions (Atkinson et al., 2016). These may contain cash flow, revenue, and outstanding debt reports, as well as statistical and trend reports (Libby et al., 2016).
· Management accounting assists in the identification of limitations and bottlenecks. It aids in identifying bottlenecks and limitations in the selling process or manufacturing line (Horngren et al., 2017). It identifies key bottlenecks and assists in calculating the effect of these and other restrictions on cash flow, sales, and profit.
· Management accounting depicts the company in its entirety on every particular day. Management accounting integrates financial and non-financial data to give a holistic picture of a business's transactions and financial health (Kaplan, 2017).
· Management accounting aids in the study and forecasting of trends. Management accountants analyze trend lines for specific expenses and look for variations and deviations in order to create future predictions (Bromwich and Bhimani, 2018). They evaluate and forecast future financial objectives by analyzing past price, sales volume, consumer preferences, and geographic regions (Kaplan, 2015).

[bookmark: _Toc80971332]Financial Accounting vs Management Accounting
The following points summarize the primary distinctions between financial and management accounting:

· Financial accounting is used by both internal management and external parties, while management accounting is used only by internal management (Horngren et al., 2017).

· Financial Accounting is such a field of accounting that is responsible for keeping track of an entity's financial information (Kaplan, 2015). Management accounting is the area of accounting that is responsible for recording and reporting an entity's financial and non-financial information (Bromwich and Bhimani, 2018).

· Financial accounting is intended to be publicly disclosed, while management accounting is intended for internal use only, and therefore is very private (Kaplan, 2017).

· Financial Accounting follows a predefined format, while Management Accounting does not (Bromwich and Bhimani, 2018).

· Financial accounting contains just monetary data. In comparison, management accounting records both financial and non-financial data, such as the number of employees, the amount of raw materials used and sold, and so on (Horngren et al., 2017).

· Financial accounting aims at giving users with information about how an entity's company operates, while managerial accounting provides users with information to assist them in assessing performance and developing future strategies (Kaplan, 2017).

· Financial accounting is a necessary component of every business for auditing reasons. On the contrary, management accounting is a voluntary activity, since it involves no editing (Atkinson et al., 2016).

· Financial accounting is mostly performed for a defined time period, which is often one year. On the other hand, management accounting is performed in accordance with the management's requirements, such as quarterly, half-yearly, or annually (Libby et al., 2016).
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In order to achieve the target and fulfill the objectives, management accounting has several methods or techniques which are used by the managers worldwide (Atkinson et al., 2016). Among them, 3 important techniques are presented below:

i) Financial planning:
Financial planning is the process of determining in advance the financial actions required for a business to accomplish its main goals (Ezzamel et al., 2017). It includes establishing the enterprise's long- and short-term financial goals, creating financial policies, and designing the financial procedures necessary to accomplish those objectives. The importance of financial policies in maximizing the return on capital utilized cannot be overstated (Bromwich and Bhimani, 2018). Financial policies may address capital requirements, funding sources, governing the calculation and distribution of revenue, guiding use of such debt and equity capital, and determining the optimal level of investment in different assets.
ii) Revaluation Accounting: 
The management accountant uses this method to ensure the enterprise's capital is maintained and preserved (Ezzamel et al., 2017). It takes into consideration the effect of pricing fluctuations on the financial statements' preparation (Libby et al., 2016). Fixed assets are revalued in accordance with the revaluation accounting technique to ensure that capital is appropriately represented by asset value (Kaplan, 2015). It aids in determining the appropriate rate of return on capital utilized.
iii) Statistical and Graphical Methods: 
The management accountant employs a variety of statistical as well as graphical techniques to enhance the significance of the data and to display it in such a way that it aids management in decision-making (Ezzamel et al., 2017). Various methods are utilized, including the Master Chart, the Sales and Earnings Chart, the Capital Chart, Linear Programming, and Statistical Quality Control. There are many statistical methods available for resolving management issues (Horngren et al., 2017). Statistical methods include least squares, regression, and quality control, to name a few.
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