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Answer 1
a)
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We know,
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So, Break Even Point (Units) = 70,000



So, Break Even Point (Revenues) = £770,000
b)
Calculation of the profit made on sales of 75,000 units
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So, the profit is £25,000

c)
Calculation of the new profit figure for the improved product.
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So, the new profit figure for the improved product is £120,000


d)
In spite of having some advantages there are a significant amount of limitations of break-even analysis. Break even analysis method does not count discounts on products sold. According to this method all cost is categorized into two parts which are fixed cost and variable cost but in practical scenario that may not be plausible (Cafferky, 2014). Break-even analysis disregards the law of diminishing products and marginal utility which is one of the biggest limitations of this analysis method. Again, this method the price of product is thought to be remain fixed which is not very realistic in a dynamic market situation. Any kind of threats and weaknesses are disregarded in this method which hinders in providing accurate results. 

Answer 2
(a)
To help managers in making both short term and long term decisions by preparing reports and statements regarding the operations of the business is the main work of management accounting. Management accounting provides assistance in analyzing the value from the customers (Kaplan and Atkinson, 2014). This also helps business in making decisions about purchasing raw material or to produce them. Management accounting evaluates the past operations of a business which helps the business to forecast its future business and profitability chances which also helps in creating future plans for the business. Different operating divisions are depended on management accounting of a business to make proper decisions. 

Management accounting evaluates each and every operations of a business thoroughly whereas financial accounting evaluates the business as a whole. Management accounting tries to find out problem and its cause and tries to resolve it on the other hand financial accounting only report how profitable and efficient the business is. Reports issued by financial accountants are used by internal and external stakeholders of the business but the reports issued by management accountants are only used internally (Needles and Powers, 2012). There are no standards based on which information is compiled by management accountants but there are several accounting standards that must be followed in case of financial accounting.

(b)
Management accountants use many tools and techniques to attain previously set goals of the firm and to collect information and using them in ensuring smooth operations of the business. Three of those techniques are given below.

Analysis of Financial Statements: Management accountants analyses the financial statements of the business on a regular basis to understand the financial condition of the business and to formulate future probabilities of the business (Britton and Waterston, 2013). Using the past information management accountants can forecast future interest and dividend policy and also the forecasted income. 

Historical Cost Accounting: Management accounting uses the historical operations of a business to understand its different actions, policies and procedures which helps the management accountants in setting future goals which are controllable and attainable. 

Cash Flow Statement: One of the most useful techniques of management accountants is dependent on the cash flow statement of a business. This helps the firm to understand its condition of net working capital and find out its position in paying its currents debts and liabilities.
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Particulars £

Sales (80,000 units) 1,040,000         

Less Variable Cost  560,000            

Contribution Margin  480,000            

Less:  Fixed Cost  360,000            

Profit 120,000            

Walk About Ltd's New Profit Calculation
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Given, £

Selling Price 11

Variable Cost  6

Fixed Cost 350000
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Fixed Cost

Break Even Point = _ - _
Per unit selling price — Per unit variable cost
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Walk About Ltd."d Profit Calculation

Particulars £
Sales (75000 units) | 825000
Less Variable Cost 450000
Contribution Margin | 375000
Less: Fixed Cost 350000
Profit

25000
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Given, £

New Selling Price 13

New Variable Cost  7

New Fixed Cost (including marketing cost) 360000


