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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:
(a) Calculate the break-even point (in units and revenues) of product A for Walk About Ltd. 

(b) Calculate the profit made on sales of 75,000 units. 

(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. 

(d) Discuss the limitations of break-even analysis.  

( 1.)       Contribution=Selling-VC
11-6=5 
         BE:FC/Contribution 
          350 000/5= 70 000
a) Fix cost/(Selling price per unit-VC)
350 00/(11-6)= 70 000 units

b) Profit=Total Contribution-Fixed Cost
Contribution per unit=5.0
5.0*75 000=375 000-350 000=25 000
c) 
	Advertising campaign
	350 000+10 000=360 000

	Revised Variable cost
	6+1=7

	Revised Total Contribution
	6*80 000=480 000

	New Profit
	480 000-360 000=120 000

	Revised Contribution   
	13-7=6




d)
 Limitations. The Break-even analysis is only a supply-side (i.e., costs only) analysis, as it tells you nothing about what sales are actually likely to be for the product at these various prices. It assumes that fixed costs (FC) are constant.

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


(2) 
a) Importance of management accounting:
-Integral part of management
-Identification, generation, presentation and use of information relevant to:
 *Formulating business strategy
 *Planning and controlling activities
 *Performance improvement and value enhancement
 *Decision making
-Raises The Profitability 
Management  accounting is different from financial accounting in that financial accounting is centered on providing quarterly or yearly financial information to investors, shareholders, creditors, and others outside the organization. Conversely, managerial accounting is used internally to make efficiency improvements within the company.

b)
1.Financial Planning
The main objective of any business organization is maximization of profits. This objective is achieved by making proper or sound financial planning. Hence, financial planning is considered as best tool for achieving business objectives.

2. Financial Statement Analysis
Profit and Loss account and Balance Sheet are important financial statements. These statements are analyzed for different period. This type of analysis helps the management to know the rate of growth of business concern. This analysis is done through comparative financial statements, common size statements and ratio analysis.

3. Cost Accounting
Cost accounting presents cost data in product wise, process wise, department wise, branch wise and the like. These cost data are compared with predetermined one. This comparison of two costs enables the management to decide the reasons responsible for the difference between these costs.











