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QUESTION 1
(a)Calculate the break-even point ( in units and revenue ) of product X for Wales Ltd.
Break-even point (in units)=Fixed costs/ (sales price per unit- variable cost per unit )
450000/ (20-11 )=450000/9=50000 ( units)
Break-even point (in revenue )= Fixed costs/Contribution margin
Contribution margin =Price of product- Variable costs
20-11=9
9/20=0.45%

(b) Calcuate the profit on sales of 60000 units
Profit=Total revenue-Total expences
60000   9 =540000
540000-450000=90000 Profit

(c) Calculate the new profit for the improved product
New price is 22£
New variable cost is 12£ 
New contribution margin is 22-12=10£
New fixed costs is 450000+100000=555000
New sales volume is 62000   22 = 1364000
New BEP is 550000/10=55000
Variable cost is 62000   12=744000£
Profit   1364000 – (550000+744000 )=1364000-1294000=70000
New profit is 70000£
(d) Discuss the limitation of break-even analysis
A break-even analysis is a financial method for evaluating when a business will become profitable, demonstrates how many sales are required to cover the cost of doing business . A break-even analysis is an internal management tool , is important for pricing strategy ,for setting revenue targets ,for making better choices.
Break-even analysis assumes that the company sell all the stock . But sometime some products can be bought in bulk , allowing for a discount and others can be premium . Also the exchange rates can create difficulties . That’s why we should look at break-even analysis as a planning tool rather than a decision making tool.
QUESTION 2
(a)
Management accounting is the area of accounting that provides internal users (like managers , employees ) with relevant information for decision making.
Management accounting helps in making plans , assist in decision making ,measure the performance ,increase the efficiency ,help to provide better service to customers ,help to raise the profitability ,provides reability.
Financial accounting is the area of accounting that provides external users with relevant and timely for their  decision making , is allows the board of directors , stockholders , potential investors to see how the company has performed during a specific period of time .
The first difference between them is that management accounting is presented to a internal community of the company , while the financial accounting is prepared for an external audience .
The second difference is that financial accounting is exact , while management accounting can be based off a guess or estimate .
(b)
1.Financial planning-the company decide in advance about the financial activities necessary to achieve the objectives , it includes long term and short term objectives.
2.Cash flow statement – is usefu because it gives detailed information of cash inflows and outflows during of a particular period of time .
[bookmark: _GoBack]3.Analysis of financial statements – the analysis determine the semnificance and meaning of financial statement data , so the company can make a forecast for future earnings , ability to pay interest and debts.
