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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(a)
Walk About Ltd company summary
Selling price per unit=£11
Variable cost per unit (material+ labour) = £6
Fixed cost =£350.000
Current sales =75.000 units
Contribution per unit =selling price per unit- variable cost per unit
Contribution per unit= £11- £6 = £5
Break-even point in units = Fixed cost / contribution per unit = £350.000/£5 = 70.000 units
Break-even points in revenue = Break-even point in units x Selling price per units =
 70.000 x £11 = 770.000
1(b)
Profit = (75.000 – 70.000) x £5= £25.000
Sales = 75.000 x £11 = £825.000
Costs
       Variable cost = 75.000 x £6 = £450.000
       Sales = 75.000 x £11 = £825.000
Profit = £825.000-(450.000 +350.000) = 25.000

1(c)
New selling price per unit= £13
New variable cost per unit= £6+ £1= £7
New fixed cost= £350.000 + £10.000 = £360.000
New sales units= 80.000
New contribution per unit= £13 - £7 = £6
New break-even point= £360.000 / £6 = 60.00 units
New profit of the improved product= (80.000 – 60.000) x 6 = £120.000
1(d)
Break even analysis is important because is showing the relationship between cost, production and returns. The main advantage of break-even analysis is to point out the relevant changes of variable cost, fixed cost, selling price, etc. It also shows how the revenue can affect the profit of the organisation. 
However, this been said there are quiet few limitation of break-even analysis that should be taken in consideration. The above analysis is based on the assumption that everything goes as planned. What we should take in consideration is:
· The products my not be sold entirely or the price could change
· The variable cost could escalate
· The fixed cost might change in function of the output
· The inventory
· External factors like inflation rate or the economic state
If all those factors or even few of them change during the selling process the organisation might suffer a loss or increased depending on the circumstances. (M.E Cafferky and J. Wentworth, 2010)
QUESTION 2
2(a) Discuss the importance of management accounting, and how it differs from what financial accounting provides.
The management accounting is the profession that involves management to analyse, evaluate and plan the organisation in order to make the best decisions in regards of the profit of the organisation. The management accounting is important as it helps the inside management of the organisation and it add value by making strategic analysis of relevant information that helps the management to make decisions in regards of any activities. It’s also helps managers to work more efficiently and effectively. (C.E. DAVIS and E. DAVIS, 4TH edition, 2019)
Every company big or small they are required by low to output a financial report of their activities throughout the year for the government ant third parties to see and evaluate where the management accounting is flexible and it has no rules of what to share or expose for others to see. Management accounting has access to all the underlying data, they can create any sorts of reports that helps with the decision making of the company. However, the for a long run success of the company it is important that management accounting give adequate reports about their decision-making activities. (C.E. DAVIS and E. DAVIS, 4TH edition, 2019)
2(b) Discuss three techniques by which the management accountant can achieve the objectives of management accounting.
In management accounting are various techniques to be used in order to achieve the objectives of an organisation. Bellow I am ging to mention fewer of the techniques:
· Financial planning
· Analysis of financial statement 
· Historical cost
· Standard costing
· Budgeting control
· Marginal costing
· Found flow statement
· Cash flow statement
· Decision making
· Revaluation accounting
However, I am going to analyse 3 of the most popular techniques that are most used to achieve the objective in management accounting.
Financial planning
The financial planning is one of the most important technique for an organisation profit results. Through the financial planning technique, we understand how to maximise the profit and achieve the objectives.
Analysis of financial statement
By doing the analysis statement of an organisation the managers understand the status of the busines, the growth and possible concerns. This analysis is done by making profit and loss accounts balance sheet on different periods of the year and is concentrating on comparative financial statements, common size statement and ratio analysis.
Cost accounting
This particular technique is giving a better understanding of the organisation costs and possible reason of the changes. The cost accounting is analysing the cost data in product, process, department and branches and they are compared with the predeterminant ones. There for this comparison is helping management accounting to take the best decision for the organisation growth.
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