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                                    Answers to 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) Calculating break-even point per unit, we will do it by using the following formula for Break-Even Point (per unit), which is:
Break-even point(units) = Fixed Cost ÷ (Sales revenue per unit – Variable cost per unit)
                           Or: £350,000 ÷ ( £11 - £6 ) = £350,00 ÷ £5 = 70,000 per unit of product A for Walk About Ltd.
For calculating Break-even point in revenue, we have to use the formula for 
Break-even point (sales), and it is:
Break-even point(sales) = Fixed cost ÷ Contribution margin 
Contribution margin = Price of products – Variable cost
Contribution margin = £11 - £6 = £5
                           Or: £350,000 ÷ £5 = £70,000  
Where £70,000 is break-even point (revenue) for Walk About Ltd.
b) To calculate the profit made on sales of 75,000 units we will use the formula:
Revenue - (Fixed cost + (Variable cost x Units)) = Profit (sales)
Or: £825,000 – (£350,000+(£6 x 75,000)) = £825,000 - £800,000 = £25,000
     
     c)
	Revenue
	£ 80,000 x £13,000
	£ 1,040,000

	Fixed cost
	£350,000 +£10,000
	£    360,000

	Variable cost
	£80,000 x £7
	£    560,000

	Profit
	
	£    120,000




     d)  Break-even analysis can provide some useful information about fixed costs, variable cost, and the volume of the activity on the company. But there is also some limitation of break-even analyses. For instance, Atrill and McLaney (2006), describes those weaknesses as:
     Non-linear relationship, which is mean, that the relationships between the volume of the productions, sales revenue and variable costs normally can be strictly straight-line one. However, in a reality the activity, for which the break-even analyses are done, take a please after the analyses. This is limitation of our capability to predict future revenue or costs.
     Step-fixed costs in most of the situation is variable of cost, who is not fixed within the volume of activity. In this case the problem will augmented because part of the activity includes different type of fixed cost. For instance, rent, administration costs and salaries, all of which can have steps during the process. 
     Businesses with many products, where the production of units are not fixed in one only type or services. It is a weakness for break-even, because it is difficult to make analyses and identifying the fixed costs on a particular product. For example, two products could be produced in the same places and the value of the break-even analyses is into question and reaching the conclusion (Atrill, P. and McLaney, E.,2006).
     























                                     Answers to Question 2

a)    
     Accounting simply means the action of the process of recording any financial transactions, pertaining to the business. Moreover, accounting has two main categories, management accounting and financial accounting (Stittle, J. and Wearing, R. 2008, p.4). 
     Management accounting is a part of an organizations when decision-makers use for analyzing the activity internal for the company to make an effectivity progress for the organization.
     Financial accounting has an aim to record the information, and to present that information to external to the business users. However, there are differences between financial and management accounting. According to Walker (2008), those differences are: 
     Reports of management accounting are for internal use only. The information from financial accounting can be used from a variety user external or internal to the businesses. 
     Accounts for the management are much more detailed, this is of the reason this accounting are created to be effective in decision making process of the managers. Financial statements, for instance, provide more summary overview of the performance of the organization.
     The reports in the management account could be a mix of forecast and historical information, but the tends of management accounting are more forward looking, unlike financial accounting, where the statements provide more information of the performance from the past.
     Management accounting reports has a freedom from external regulation bodies. For internal use only, management account might contain any information, which is useful for the mangerien body. This information could be presented in any aspect of way, which is suits for the company, and this freedom cannot be restricted from any external regulations. In other hand, financial accounting statements are regulated by accounting standard, part of the company law. The functions of those regulations are to be sure all financial accounts of the organizations are standardized and all external users are protected.
     In most cases, reports of management accounts are created for a specific purpose. For instance, a management accounting report could be for a particular decision making and for a particular manager within the business organization. A financial accounting unlike, are more likely to be prepared for common purpose. The financial statements are created on ordinary basis and it is expected to be helpful for an external user.
    Management accounting reports tend to be produced more frequently than financial accounting reports. Most organisations publish their financial accounts once a year in their annual report. Many also publish abbreviated interim reports on a half-yearly or quarterly basis. In contrast, management accounting reports can be prepared monthly, weekly, or even daily to allow managers to monitor current results on a regular basis (Walker, J., 2008, pp.214-215).
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