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[bookmark: _Toc61017544]Question 1:
[bookmark: _Toc61017545]Breakeven point:
Units = Fixed cost/sales price -variable cost
Hence, the selling price is £11
Fixed cost is e £350,000
Variable cost is £6
Therefore, 
 = £350,000/£11-£6
= £350,000/£5
= 70000 units
Value: Fixed cost / (sales price -variable cost)/sales price
= £350,000/ (£11-£6)/ £11)
= $35000/0.45
= $777777.77
Profit at the volume of 75000 units:
 = Sales volume 75000 and the sales price is £11
= sales revenue is (75000*11) = $825000
BEP in value is $777777.77
Therefore, Profit 
= $825000- $777777.77
= $47222.23
[bookmark: _Toc61017546]Investment in the advertisement:
If Walk About ltd opts to invest £10000 in the advertisement:
Sales price = £13
Sales volume = 80000
The variable cost = £7 (6+1)
Therefore, profit
80000*13-(80000*7+350,000)
= 1040000- 910000
= £130000
The decision of the company to invest in the advertisement and marketing campaign for product A is good and profitable. This is because the investment increases the sales volume and selling price as well. Along with the, increase in the price is greater than the increase in the variable cost. 
[bookmark: _Toc61017547]Limitation of Breakeven analysis:
Break-even analysis is useful for effective decision making regarding the volume and price of the product or service to improve the profit and attain the goals of the organization. However, there are some limitations of the breakeven analysis can affect the decision of the manager in the company. It focuses on the supply side only and does not consider the possibility of the sales and factors that can influence the sales volume that can affect the decision. In addition to this, it is based on the assumption that prices of the product would not change and employees will produce with similar productivity and capacity that are unrealistic. This is because prices of the goods or services in the market changes along with a change in the market demand and supply for the goods or services. The variable cost is not stable and it reacts to the change in the production volume and other factors changing in the process. Increasing variable cost may increase the overall cost of the product that can reduce the profit and may increase the breakeven point. 
[bookmark: _Toc61017548]Question 2: 
[bookmark: _Toc61017549]Importance of management accounting: 
The management accounting is very important in the organization because it works as the bridge between the financial function in the company and other parts of the businesses. Management accounting avails different kinds of information for the people working at a different level of management within the company to enable them so that they can make an effective decision. Decision making should be effective because the success of the company depends on the decision. Management accounting avails the information regarding the financial performance, business transaction, environmental issues, changes in the environment and market, change in the organization and others. Planning is a very important and critical function of the management and this is based on the quality of the information. The reports of the management accounting are used for provision and communication of the information at a different level of management that ensure information to each person. It improves the planning for the organization and ensures growth in the performance. In addition to this, management accounting provides some techniques such as balanced scorecard, budget, benchmarking, KPIs, ratio analysis, and others to analyze the performance of the business. 
Management accounting works and has a purpose different from the financial accounting. They are two important branches of the accounting but the way and purpose of two are different. Management accounting avails information to the internal users for improving the success and effectiveness in the organization. On the other hand, financial accounting aims to avail quality and reliable information to the external stakeholder such as shareholders, lenders, suppliers and others for meeting their interest and objectives. In addition to this, Financial accounting is conducted and practised in a provided format such as income statement, balance sheet and cash flow statement provided and mentioned in the IFRS and other standards. There is no regulation and format for management accounting to be conducted. It provides freedom for management accounting to be prepared. Another difference is the type of information which is provided by the two accounting branches. Financial accounting includes only the monetary and financial matter and data while management accounting includes financial as well as non-financial data. It means there is a good amount of difference between financial and management accounting. 
Management accounting techniques:
Budgetary control: This is an important method for controlling and managing the performance which is used by the management accountant. This tool enables the manager to forecast and estimate the future performance of the business including the income, cost, volume, and others. It reveals the information regarding the future perspective of the business and this aid to planning future performance. 
Ratio analysis: This is an important technique for assessing the financial statement of the company over the year and to find the trend of the performance. Ratios provide the idea of whether the company has achieved its targets of the profit growth, revenue growth and performance improvement.
Cost accounting: This technique is applied by the accountants to present the data related to the costs in each department and branch of the business. The cost accounting finds the data related to the process cost, departmental cost, product cost, and others. The data provided is compared with the estimated and budgeted cost to find the gap whether the cost allocation is effective or not. 
