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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:

[bookmark: _Hlk61001619]             (a) Calculate the break-even point (in units and revenues) of product A for Walk
[bookmark: _Hlk61001785]             (b) Calculate the profit made on sales of 75,000 units.  
[bookmark: _Hlk61001808]             (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. 
[bookmark: _Hlk61001905]
            (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. 
           (b) Discuss three techniques by which the management accountant can achieve
           the objectives of management accounting. 
 








                             Question 1
(a) Calculate the break-even point (in units and revenues) of product A for Walk

                                      Contribution per unit =selling price per unit – Variable costs per unit (materials and labour)
                                      Contribution per unit = £11 - £6 = £5
                                      Fixed costs = £350,000
                                      Break -even point in units = Fixed costs /Contribution per unit = £ 350,000 /£5 =70,000 units
                                      Break -even points in revenue =Break -even ponts in units x Selling price per unit
                                                                                              =70,000 x £11 = £770,000
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                                    (b) Calculate the profit made on sales of 75,000 units
                                      Profit = Number of units – Break even point in units x Contribution per unit   = (75,000 – 70,000)x£5 =£ 25,000
                                      Sales =75,000 x £11 = £ 825,000
                                      Costs:
                                       Variable costs = 75,000 x £6 = £450,000
                                       Fixed costs = £350,000 
                                       Profit = £ 825,000 – ( £450,000 +£ 350,000) = £ 25,000 
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                                     (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.

                                       New selling price per unit = £13
                                       New variable cost per unit  = £7
                                       New contribution per unit = selling price per  unit – variable cost per unit  
                                                                                         = £13 - £7 =£6
                                       New fixed costs = £350,000 + £10,000 
                                                                     = £360,000
                                       New break-even points in units =Fixed costs/Contribution per unit 
                                                                                                = £360,000 / £6
                                                                                                = 60,000
                                       
                                     
                                       Sales = 80,000 x £13
                                                  = £1,040.000
                                        Variable costs = 80,000 x £7
                                                                   = 560,000
                                         Fixed costs = £360,000 
                                         New profit = £1,040.000 – (560,000+360,000)
                                                              = £120,000
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                                       (d) Discuss the limitations of break-even analysis. 

      Break-even analysis is useful for working out the minimum sales needed to avoid losses.
However, it has its limitations. It makes assumptions about various factors - for example that all units are sold, that the costs will not increase. Various external factors like inflation rate, economic state may also affect sales volume. It is not something that you can rely on long term, but it can give an overall idea over the situation and future goals.
        ‘’In the break-even analysis, we keep everything constant. The selling price is assumed to be constant and the cost function is linear. In practice, it will not be so.’’        
             https://www.economicsdiscussion.net/break-even-analysis/break-even-analysis-introduction-assumptions-and-limitations 
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                            Question 2
(a)         

The reason why management accounting is important it’s because it helps you as a business owner to make the right call o crucial decisions such as:
· Reviewing products,
If you are reviewing a new product range, management accountancy will provide you with all the financial and business statistics to help in your decision products are profitable and which aren’t and how to change that.  
· Launching new products,
Before launching new products on the market, management accounting can support in every stage from planning through execution giving detailed breakdown of production capabilities as well an accurate picture of the market as a whole. It can also give you an idea of how much you should charge for the products.
· Hire more staff,
Can guide you in taking the right decision if it’s the right moment to take on board more personal, if its affordable and how will impact you returns in the company. 
‘’Financial accounting is a specialized branch of accounting that keeps track of a company's financial transactions. Using standardized guidelines, the transactions are recorded, summarized, and presented in a financial report or financial statement such as an income statement or a balance sheet.’’
                                                  ( accountingcoach.com)
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                             (b) Discuss three techniques by which the management accountant can achieve
                                   the objectives of management accounting.
                                        
                                        



















































































































































































