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Solutions at Question 1

	advertising campaign
	
	
	£100,000.00 

	current sales per unit 
	£   60,000.00 
	
	 £ 62,000.00 

	product X selling
	£          20.00 
	
	 £       22.00 

	variable cost per unit 
	£          11.00 
	 £1.00 
	 £       12.00 

	fixed cost per unit 
	£ 450,000.00 
	
	



a) Calculate the break-even point (in units and revenues) of product X for Wales Ltd.
Break –even point=Fixed cost/contribution per unit
Contribution per unit= Selling Price –Variable cost per unit
Contribution per unit =SP – VC= £20.00-£11.00 = £ 9.00
Contribution per unit = £ 9.00
Break-even point = £450,000.00/ £9.00 = 50,000 units.
Revenues / sales = 50,000 *£ 20.00 = £1,000,000.00

b) Calculate the profit made on sales of 60,000 units
Profit = Contribution * Salles per unit = (60,000-50,000) *9 =90,000 units

c) Calculate the new profit figure for the improved product. 
New selling price = £22
New variable cost =£12
New contribution = (£22.00 – £12.00) = £10.00
New fixed cost =£550,000.00/£10.00= 55,000 units
New fixed cost = (£450,000.00+£100,00.00)
New profit =10*(62,000-55,00) =£70,000





d)Discuss the limitations of break-even analysis.
The break-even point is the point at which total revenue and total cost are equal. Break-even analysis determines the number of units or amount of revenue that we needed to cover our business total costs. At the break-even point, we are not losing or making any money, but all the costs associated with our business will have been covered. In a simple way, break-even analysis helps us to determine at what point our business – or a new product or service – will become profitable, while it’s also used by investors to determine the point at which they’ll recoup their investment and start making money. We can use, the break- even analysis when we are starting up a new business, and it help us to decide whether the idea is viable. 

Question 2
a) Discuss the importance of management accounting, and how it differs from what financial accounting provides.
In everyday business transactions we need to evaluate our opportunities, using accounting, it helps us to recording data, to classifying and finally to summarizing the transactions. This affords coming up with a well analysed financial document like balance sheet, trial balance among others when accounting is done properly within the business transactions. To lead a business you need data, records, reports analysis, accurate is about assets, debts, liabilities, profits. The accounting information is very important for the management or the decision making the body of an organization. The management use the information provided by accounting regarding the financial position of the business, such as profit and loss, cost and earnings, liabilities and assets.
b) Discuses three techniques by which the management accountant can archive the objectives of management accounting.
In this report I will explain why is important to use techniques which management accountant can archive the objectives. One of these techniques is break- even point, the definition accordingly to Keller and Ferrara, representing the level of sales income which will equal the sum of its fixed cost and variable cost. Is a method that is used by business organization to determine, a relationship between costs, revenue, and their profits at different levels of output. In my opinion other techniques is budgeting, however, is an important tool of managerial control. During budget period, managers, should frequently compare accounting data with budgeted projections and investigate any differences. Managers make decisions in budget preparation that serve as a plan of action. In another words, budgeting is a formal method to communicate a company plans to its internal stakeholders, such as executives, department managers, and others who have an interest in or responsibility for monitoring the Companys performance.




Another technique through which management accounting can achieve its objectives is capital investment appraisal. The Capital Investment Appraisal is the process whereby the specific sum of money known as capital is being budgeted towards short-term or long-term investment (Harris & El-Massri, 2011). Capital investment appraisal is selected based on priorities of stakeholders and decision makers. This wide criteria selection of capital investment appraisal is based upon long term growth when compared to short term profits. This technique deals with planning, the right project in which the organization can invest to enhance the achievement of corporate goals.
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