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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
a) Break-Even point calculation:
Product selling price: £11                  
Variable Cost: 6 
Fixed cost of production: £350,000
Units sold: 75,000
Calculations: 

Break Even point =      __________Fixed Cost                              = _____£350,000_____			                        
     	             Sells price per unit – Variable cost per unit		(£11 - £6)	

= _____£350,000__    = 	70,000 units to break-even		                        
                   £5	
b) Profit made for 75,000 units sold
Profit = Revenue (Units sold x selling price)– Expenses(Fixed + Variable Cost)
= (75,000 X 11) – (£350,000 + (75,000 X £6)) = 825,000 – 800,000 = 25,000
It can be also calculated:  75,000 units sold by £5 (Unit price – Variable cost) = £375,000 minus the fixed cost of £350,000 = £25,000 profit 

So the Profit on 75,000 units sold it will be £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.

· So the new advertising campaign will increase the fixed cost by £10,000
· Improvement in product specification will increase variable cost by £1
· Selling price will be increased to £13
· Sold units will go to 80,000 units

After changes: 
Product selling price: £13                  
Variable Cost: £7 
Fixed cost of production: £360,000  
Units sold: 80,000 units
Calculations: 
(80,000 x £13) – (£360,000 + (80,000 x £7)) = £1,040,000 – £920,000 = £120,000
So the Profit will be £120,000
d) Limitations of Break-even analysis 
Break even analysis are vital for the organsiaiton. It helps the organisation to predict profit and so they are very useful for business plans. However there are few limitations related to the break-even analysis:
It does not assume changes in sales price. For example market has been affected of a global event and the price of the product goes down dramatically. For example Oil in the current pandemic situation.
Also assumes that fixed and variable costs are not changing over time, which cannot be guaranteed. For example fixed cost may increase if the organisation spend money on a new advertising campaign. If the capacity of the production increase, then the rent and bills may increase as well, therefore the Fixed cost may go up. 
Furthermore the Variable cost may be changed over time. For example Company that make suits decide to use better quality cloth and so increase the quality of the product. So the cost per unit will increase.
The break-even analysis may be allied only for a single product not a mix of different products. Most business nowadays offers more than one product.
The Break-Even cannot predict long-term performance. 
It is useful to plan ahead, but not to make decisions upon.

Question 2
a) Management accounting and financial accounting
The aim of management accounting is to help a company in making competitive and effective decisions. This is achieved by gathering, processing and sharing information with the management that is then used in organisational planning, controlling of resources, and evaluating the business direction and company strategy (Atrill and McLaney, (2016).  Some of the roles of management accounting include assisting management in effective decision-making regarding production- this involves advising the company on the best ways to minimise cost and maximise revenue, thus generate profit. The other role is to guide the organisation in future business development planning where the management accountant shares information with the management regarding opportunities for growth and development strategies that the organisation should take (Carey et al., 2020). Another function is to help the organisation in making appropriate budgetary decisions; this is done by sharing information from the analysis of former activities, what was not completed and future estimations.  Lastly, management accounting is important in guiding a company on meaningful utilisation of resources (Atrill and McLaney, 2016)
However, management accounting is different from financial accounting. First, unlike financial accounting, it is rare to find an individual designated as “management accountant” of an organisation. Second and most important difference is that management accounting is focused on sharing information internally with the management about the organisational performance, where financial accounting is focused on sharing information both internally and mainly with external stakeholders (Kaplan and Atkinson, 2014).  Management accounting help organisation for making decisions by giving them appropriate details about different aspects affecting the company (Kaplan and Atkinson, 2014). Another important difference is that in management accounting there is no special reporting framework since information is communicated depending on the requirements of the company in a particular time, but for financial accounting, the financial reports are prepared after a pre-specified financial period such as financial year, or sometimes on a quarterly basis. Lastly, management accounting is not a mandatory function and the reports are not subject to regulatory audits but for financial accounting, it is a mandatory function, which is subject to statutory auditing (Kaplan and Atkinson, 2014).
b) Techniques used by the management accountant
Three of the techniques used by management accountants include cost analysis, financial planning, and analysis of financial statements.
Cost analysis
Cost analysis helps in making decisions that will be beneficial to an organisation and avoiding actions that are likely to result in a loss or fail to add no value to the company.  In other words, cost analysis involves assessing the benefits of a given business-related action and compare it with the costs that are likely to be incurred or already incurred (Carey et al., 2020). The result of such an analysis is used by the management to make effective business decisions. For example, a manufacturing company wants to venture in a new market where it will be required to build a new plant; before taking action, the management accountant conducts a cost analysis to understand the costs that are likely to be incurred and the potential benefits to be accrued. The result is used in deciding if the project is worth pursuing.
Financial planning
The management accountant uses the financial planning technique to achieve budgetary decision-making goals and proper utilisation of financial resources. Financial planning involves providing each business activity or function sufficient but sensible funds in order to achieve their specific objectives. This is done by evaluating the historical financial performance, the current financial status of the organisation and the future financial projections (Atrill and McLaney, (2016). 
Analysis of financial statements
Management accountant conducts an analysis of financial statements in order to understand the growth rate of the business and advise the management accordingly.  This is achieved by performing a comparative analysis of financial statements- this involves comparing the financial statements of several consecutive years and finding the profit or loss trend (Atrill and McLaney, 2016). If there has been underperformance in recent years compared to the previous years the management account advice the company to find a strategy to get back on track. In the same line, the management accountant assesses the performance of different products and market segments by analysing the financial statements a report to the management so that relevant actions can be taken.
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