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QUESTION 1 
 
a) Selling price – Cost per unit= Contribution/unit
       £11 - £6= £5 

BEP UNITS: Fixed costs / Contribution unit  
350,000 / 5= 70,000 units

BEP REVENUE: BEP UNITS x Selling price
70,000 x 11= £770,000

b) 75,000 - 70,000= 5,000 units over BEP UNITS
      5,000 x 5 (contribution/unit) = £25,000 profit

c) New selling price: £13
New variable cost: £7
New fixed charges: £350,000 + 10,000 (Advertising campaign)
New Sales: 80,000
£13 - £7 = 6 contribution/unit
360,000(new fixed charges) / 6= 60,000 units 
80,000(new sells) – 60,000= 20,000 units over BEP
New Profit: 20,000 x 6(contribution/unit)= £120,000 profit


d) Break even in management accounting is defined as “the separation of 
fixed costs and variable costs to determine the optimum production, sales, or level of activity at which the business begins to be profitable.” (The AMA Dictionary of Business and Management).
Fixed costs are stated to remain constant regardless of product volume variation, whereas variable costs are believed to vary directly with production volume. But there are limitations when it comes to break even analysis. Fixed costs are only fixed to a certain point. 
In our case, as the advertising cost appears, the fixed cost increases and not only that. The advertising campaign boosts the sales, increasing the company’s profit. 

QUESTION 2 
a) Financial Accounting includes all the methods and procedures that are used to maintain track of financial and monetary transactions that occur within a company. Financial accounting is a method of storing, classifying, and summarising data for a variety of purposes. A manual or computerised system can be used to keep financial accounting records (or a combination of both methods). The yearly financial statement is one of financial accounting's outputs, which is largely utilised for external accountability. Throughout the year, financial accounting output must be precise and up-to-date. (Financial Management Essentials A Handbook for NGOs,2012). 
Management accounting is accounting for management. Management accounting collects the information obtained by the financial accounting process, compares it to the budget, and then analyses it for decision-making and control. The reports generated by the management accounting process are primarily for internal use, which is a key distinction between management accounting and financial accounting, which provides data to external users. The information provided by management accounting may be financial or non-financial, based on the past or the future, actual or estimated, related to profits/losses, costs/incomes, volumes, trends, etc.
The purposes of Management accounting are: planning, budgeting, calculating the profitability of products, comparing results and performance, measuring organisational performance, evaluating the results of previous and prospective capital investments, etc.

b) Management accountants may be able to have a significant impact on the 
activities and strategies of a company. The management accountant is usually not the one who makes the decisions, but he or she supplies data based on which managers can make decisions. The management accountant is a key link in the chain of command between management and employees, as well as between shareholders and management, by providing performance-monitoring data.
When it comes to achieve the objectives of management accounting, the accountants are using the following techniques:
1. Financial Planning: Financial planning is the act of establishing ahead of time which financial operations a firm will need to achieve its objectives. It include determining the company's long and short-term financial objectives, establishing financial policies, and devising a financial strategy to achieve those objectives.
2. Financial Statement Analysis: Income statement and Balance Sheet: The purpose of the analysis is to determine the importance and meaning of the financial statement data to anticipate future earnings. Some of the methods utilised in this sort of study are comparative financial accounts, trend analysis, cash flow statements, and ratio analysis. This study provides data that will benefit corporate executives, investors, and creditors.
3. Budgeting: This is a data analysis performed to make capital expenditure decisions. The net present value and internal rate of return are calculated in this research to assist managers with capital budgeting decisions. (ACCA, Think Ahead).
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