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Answer 1
Requirement a
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We know,
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So, Break Even Point (Units) = 70,000



Break Even Point (Revenues) = £770,000
Requirement b
Calculation of the profit made on sales of 75,000 units
	Walk About Ltd's Profit Calculation

	
	Particulars
	£

	
	Sales (75000 units)
	825000

	Less
	Variable Cost 
	450000

	
	Contribution Margin 
	375000

	Less: 
	Fixed Cost 
	350000

	
	Profit
	25000



So, the profit is £25,000

Requirement c
Calculation of the new profit figure for the improved product.
[image: ]

	Walk About Ltd's New Profit Calculation

	
	Particulars
	£

	
	Sales (80,000 units)
	         1,040,000 

	Less
	Variable Cost 
	             560,000 

	
	Contribution Margin 
	             480,000 

	Less: 
	Fixed Cost 
	             360,000 

	
	Profit
	             120,000 



So, the new profit figure for the improved product is £120,000

Requirement d
Breakeven relies upon assumptions which are not realistic. First of all, breakeven does not consider costs other than fixed and variable cost. According to the breakeven analysis production and sales levels are equal which is not practical due to the nature of demand and consumption. Furthermore, the sales price is constant and does not consider sales discount which is a very much prominent tool to increase sales. Above all there is no scope to accommodate change in the economic situation in the breakeven analysis. 
Answer 2
(a)
Management accounting is a dynamic tool to calculate costs of different nature, budgets, cash flow statement and so. Through this management accounting helps internal managers to take impotent decisions to run the company’s operation. Besides, by using techniques of management accounting, managers can identify less profitable products and activities and decide upon corrective measures and actions. Different budgets in the management accounting helps to formulate strategic plans and set the benchmark to monitor different activities of the company’s operations. 
There are some major differences between management and financial accounting on their scopes, objectives, users, necessity etc. First of all, management accounting is prepared for the use by the company’s internal managers to formulate plans and strategies whereas financial accounting is prepared for all the external users to convey the financial condition of the company. Financial accounting is mandatory for all the listed companies but the management accounting is not mandatory to prepare. There is prescribed format to prepare financial accounting statements whereas management accounting has no such prescribed format.  Financial accounting is all about company’s past information, on the other hand, management accounting accommodates forecasts and estimates.

(b)
The following three techniques used by the management accountants to achieve the objectives of the management accounting. 
Standard Costing: This technique of the management accounting serves as a benchmark for company’s operation so it helps to take timey decisions and corrective measures. Standard costing uses reasonable estimates for producing products as a basis for establishing an ideal cost based scenario. 
Financial Statement Analysis: Different tools such as trend analysis, funds flow statement analysis & ratio analysis are the useful management accounting techniques that helps measure and evaluate profitability, solvency, liquidity or risk associated with the company. These tools also useful to compare the company’s performances of different years and with other competitors. 
Financial planning: This technique of the management accounting sets financial objectives and set action plans to achieve those set targets. This objectives span across multiple future years so it helps to achieve the mission & vision of the firm
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Given, £

Selling Price 11

Variable Cost  6

Fixed Cost 350000
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Given, £

New Selling Price 13

New Variable Cost  7

New Fixed Cost (including marketing cost) 360000


