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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.                                                                         	[10 marks] 
 
(b) Calculate the profit made on sales of 75,000 units.  	        [10 marks] 
 
 
(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.          [15 marks] 
 
(d) Discuss the limitations of break-even analysis.                      	[15 marks] 
 
     
 
QUESTION 2 
 
 
(a) Discuss the importance of management accounting, and how it differs from what financial accounting provides.                                   [25 marks] 
 
(b) Discuss three techniques by which the management accountant can achieve the objectives of management accounting.                 [25 marks] 
 
    
 Answer: 1

Selling Price £11
Varible Cost £ 6
Fixed Cost.    £ 350,000

BreakEven Point= Fixed cost
                            Per unit selling price – Variable cost

Break Even Point= 70,000
Contribution Margin%= Sales Price Variable Cost X100

                                       Sales price
 
Contribution Margin% = 45,5%
Break Even Point (Revenue) = 350,000 /0,454
Break Even Point (Revenue) = £770,000

B) 
Profit= (Sales unit X Per unit Contribution Margin) – Fixed cost

Profit( 75,000 X 5) – 350,000
So, the profit is 25,000

REQUIREMENT C) 
New Selling Price £ 13
New Variable Cost. £ 7
New Fixed Cost £ 360,000 

New Contribution Margin= 13-7
New Contribution Margin= 6
Profit= ( Sales unit X New per unit Contribution Margin)  - New Fixed Cost
Profit= ( 80,000 X 6) – 360,000
New profit is £ 120, 000 

D/ BREAK EVEN ANALYSIS
By following break-even point analysis it shows,  that total cost and total revenue are egual and here is no loss or gain. Capital has received the risk expected return. Business cost that are not directly to the level of production even if the business has a zero output or high output,  the level is the same. 

B) When the company’s cost is are established, the next operation can be determined and reported so as to give detailed information about the project. It is important to conduct a study of goods audiences for management accounting of the Organization so that is the importance of the client cluster will be measured. The analysis of the company helps the overall management of the Organization thus calculating revenues and expenses as well as future investment risk. 
It is useful in forecasting potential profitis, the capacity to pay interest and establishing an acceptable payout strategy. 
Margin analysis- Using the formulas from above,  calculate your gross,  operating and net analysis. 
Constraint analysis- This analysis help to company to controls the overall profitability of the business. 
Capital budgeting- Payback Method this is the simplest way to budget for new asset.  It show how long it will take a company to pay off an asset. Capital budgeting is an important tool for leaders of a company when evaluating multiple opportunities for investment of the firm’s capital. 
image1.png
Prifysgol Cymru

Y Drindod Dewi Sant
University of Wales
Trinity Saint David





