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QUESTION 1 

Walk About Ltd makes and sells product A. The current selling price is £11 and the total of variable costs per unit is £6. The fixed costs of production are £350,000 and the company currently sells 75,000 units. Required: 
(a) Calculate the break-even point (in units and revenues) of product A for Walk About Ltd. [10 marks] 
(b) Calculate the profit made on sales of 75,000 units. [10 marks] 
(c) The company will make an advertising campaign costs £10,000 and will improve the product specifications, which will increase the variable cost per unit by £1. This is expected to allow the company to increase the selling price to £13 and the sales is expected to be 80,000 unites. Calculate the new profit figure for the improved product. [15 marks]
 (d) Discuss the limitations of break-even analysis


QUESTION 2 
(a) Discuss the importance of management accounting, and how it differs from what financial accounting provides. [25 marks]
 (b) Discuss three techniques by which the management accountant can achieve the objectives of management accounting.








QUESTION 1 

Walk About Ltd makes and sells product A. The current selling price is £11 and the total of variable costs per unit is £6. The fixed costs of production are £350,000 and the company currently sells 75,000 units. Required: 
(a) Calculate the break-even point (in units and revenues) of product A for Walk About Ltd. [10 marks] 

Break-even point:
        Fixed costs____ =   £350.000   = 70.000
Contribution per unit           £5

Explanation of the contribution per limit: 
Selling price (£11) – Variable cost per unit (£6) = Contribution per unit (£5)

     Break-even point sales (revenue)
        Fixed costs____ =       Fixed costs x sales = 350.000 x 825.000 = 288.750.000 / 375.000 =
Contribution margin ratio                                      825.000 - 450.000
= 770.000
Current selling price £11 x 75.00 units = 825.000
Variable cost = 6x 75.000= 450.000

(b) Calculate the profit made on sales of 75,000 units. [10 marks] 
Profit:
Sales (£825,000) – Expenses (800.000) = 25.000

Explanation of expenses:
Expenses = fixed price (350.000) + variable cost (450.000) = 800.000

(c) The company will make an advertising campaign costs £10,000 and will improve the product specifications, which will increase the variable cost per unit by £1. This is expected to allow the company to increase the selling price to £13 and the sales is expected to be 80,000 unites. Calculate the new profit figure for the improved product. [15 marks]
New profit
New total sales - New total expanses 
New total sales = new sale price per unit (13) x units (80.000) = 1.040.000
New total expanses = new variable costs (7 x 80.000) + Fixed costs (350.000) + Advertising Costs (10.000) = 920.000

New total sales 1.040.000- New total expenses (920.000) = 120.000


(d) Discuss the limitations of break-even analysis
Break-even analysis is based on the premise that it is possible to explicitly distinguish all costs and expenditures into fixed and variable elements. For all stages of operation, operating costs remain stable. The variable expense varies proportionately with the production value. 
The break-even analysis would not take the amount of money invested in the company into account. In reality, the capital employed is a major determinant of a concern's profitability. (Sangram Pant)




QUESTION 2 
(a) Discuss the importance of management accounting, and how it differs from what financial accounting provides. [25 marks]
Management accounting is important because it serves as a conduit between the financial position and other areas of the corporation. This benefits the administration who runs the company. Moreover, the importance of management accounting is seen in the projections made by operating administrators to keep ahead of the output of both goods and services. Benefit statements are all about the income of a business, but a significant component of projected earnings is the comprehensive details about price setting. The importance of management accounting is expressed in the way the leaders of an organization will prepare and retain equal prices and yet remain successful. (Host Pot Finance, 2016)
Management accounting is meant to serve management by supplying decision-making details.  It is also concerned with providing reports to entities within the company in order to make informed choices about them, while financial accounting is concerned with providing information to third persons outside the organization. The roles of management accounting are planning, controlling, organizing, communicating and motivating. In other words, while management accounting provides administrators with statistics to aid them in decision-making, planning and monitoring, financial accounting deals with the measurement of the cost of the goods to be used in financial statements. To measure benefit, financial analysis demands that we balance expenses with sales. (Colin D. 1992, p. 4-20)

 (b) Discuss three techniques by which the management accountant can achieve the objectives of management accounting.
Management accounting is a method of decision-making: Management accounting offers accounting knowledge in a manner that assists management in policy development and day-to-day activities. Although the management accountant should not make any decisions, it offers knowledge that is useful for decision-making management. In a comprehensive and practical way, it expresses a vast selection of information. 
In the following paper, I will speak about three management accounting techniques that have been used to aid management in meeting the desired results.

Decision-making
Management accounting allows management to select the right option to optimize the company's income through the methods of marginal costing, proportional costing, capital budgeting, cash flow measurement, discounted cash flow, etc.
Control techniques
 Management should ensure that the strategy it has devised has been put into effect. Useful monitoring methods employed by administrators are common costs and financial control strategies.
Reporting
 Management accountant prepares the required reports to provide input to various management levels by properly selecting the data to be sent, arranging the data, or choosing the appropriate reporting process.
*Reference note: 
(The Institute of Company Secretaries of India 2017, p. 29-30)
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