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Answer all questions.
  During the assessment, students are not allowed to show, share by any other means, or discuss the questions or their work and answers to/with anyone. Students may not consult with any other person regarding their assessment, check their answers with any person or discuss any of the materials or concepts relating to the module and the assessment with any person. 
All answers will be processed through Turnitin and scrutinised for plagiarism including peer plagiarism.
 Answer papers must include a cover page with the following statement: 
“In submitting this work, I affirm that my work adheres to the scholarly and intellectual standards of honesty and integrity. I affirm that this work is my work only and that in the preparation of this work I have not consulted any person. I affirm that I have not plagiarised or misrepresented the ideas or language of someone else as my own and that I have fully and accurately attributed any ideas or text of”.





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]
BIP =     Fixed cost/Contribution per unit           =        number of units + 0          
                                                                                                    break – even

Contribution per unit = selling price-variable cost per unit
Contribution per unit=11-6=5

BIP = 350/5 = 70 000
     
70 000 units Is the production level at which the Sales revenue is just enough to cover all cost.
 (b) Calculate the profit made on sales of 75,000 units. [10 marks] 
Profit made on sales of 75 000
 Sales revenue
(75 000 x11)                                                  825,000
 Less variable cost
(6x75 00)                                                     -  450,000                                                             
equals Contribution                                     375,000        
less Fixed cost                                             - 350 000
equals Profit                                                   25 000




(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] 
Variable cost=6+1=7
New selling price -13
Sales 80 000 units
New profit + figure 
Sales revenue
(80 000+ 13)                                                        1,040,000
Less variable cost                                                  560,000
(80 000 x 7)
Equals Contribution                                             480,000
Less Fixed cost                                                       350,000
Equals Profit                                                           130,000
                                   

(d) Discuss the limitations of break-even analysis. [15 marks] 
      Limitations of Break-even analysis:
The main problem for  using  the  break- even  analysis   for  making 
Decisions is   that   this   analysis   assumes   that   relationship between
 the sales   income , the  variable cost and the fixed cost will not change if
the level of production changes. If   does not consider that sometimes the 
company offers bulk discounts when aiming to increase the sales. 
The  calculation of the break-even  point assumes that all units produced are sold too,
which  in a real situation might not be so and the actual result might  differ of what  break even
analysis is calculated. Another  limitation  of the  analysis is that  neither the variable cost  not the
fixed costs remain constant by changing  the production level. Disadvantage is  that the beak-even
analysis concentrates  on the break -even  point (the point  at which the sales revenue will be enough
to cover all cost),but is  also  important that the production is prodused in the most efficient way for
the company.







 









QUESTION 2
(a) Discuss the importance of management accounting, and how it differs from what financial accounting provides. [25 marks]
The financial accounting relates a recording , summarising , and reporting  of the  business for a
period of time. The reports prepared in financial accounting are called financial
statement , income statement ,statement of financial position cash  flow  statement .
They are used to show the financial performance of the company for certain period.
The  management accounting relates to interpretation  and analysis of the accounting
Information, which has been collected and provided by the financial  accounting .
This accounting helps the managers for the  decision making and  forecasting. It  identifies and
Assesses the risk factors withim  the organisation  and helps to minimise  the risks and eventual              losses.
The  management  accounting  is  not  mandatory  and has no external regulatory  bodies, however
In the financial  accounting is in the  opposite. Financial  accounting is mandatory and is regulated
by many  external  standards and regulations. The financial accounting uses financial data callected  in past  period and the management  accounting uses the past date to be able to  forecast  the future performance of the company. The last distinction  between  the financial and management accounting is that they both have different users. The financial reports are used mainly from external users -shareholders, HMRC,creditors, etc. The management accounting reports are prepared for the internal needs of the managers in the decision making and forecasting processes.



(b) Discuss three techniques by which the management accountant can achieve the objectives of management accounting. [25 marks]
The management account should make an analysis of the financial statement for comparative periods of time in an appropriative form for the business executives so they will be able to  interpret and use the information for the decision making. The objective achieved  by the  financial statements   analysis is “help with the interpretation of the financial information”. Another technique is the budgetary control. If  is an important technique to  keep the  operations  of the organisation in the frameworks of the plan set up by the budget. The  objective achieved is “help in Controlling Performance” .Decision making technique is one of the techniques used by the management accountants. They use techniques of marginal costing ,capital budgeting, differential costing  to select the best alternative which will maximise the profits of the business. Objective to be achieved by using this technique is “help in the solution of strategic business problem.”





