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Answer to the Question No 1 


Break-Even Analysis: Break Even Analysis refers to the point in which both cost and revenue are equal. The main purpose of Break-Even Analysis is to figure out the number of units or GBP of revenue required to cover the total fixed and variable cost (Charifzadeh and Taschner, 2017). 
i) The formula of Break-Even Units: 	= 
 					= 
					= 70000 Units 
ii) The Break-even revenue for Walk About Ltd is: 	= Break event units × sales price per unit
							= 70000 × £11
							= £770,000


i) Revenue of 75,000 units 	= 75,000 × £11
						= £825,000
ii) Total cost of 75,000 units 	= Variable cost + fixed cost 
				= (£6 × 75,000) + £350000
				= £450,000 + £350000
= £800,000 
iii) Profit of 75,000 units	= Revenue – Total cost
				= £825,000 - £800,000 
				= £25,000



i) New Sales Unit		= 80,000 units 
ii) New Selling price 		= £13
iii) New Fixed Cost 		= £350000 + Advertising Campaign costs £10,000 
So Total new fixed cost 	= £350000 + £10,000
				= £360000 
iv) New Variable cost 	= £6 + £1 
				= £7
				= 80,000 × £7
				= £560,000
v) So new profit figure is = Revenue – Total cost 
			= (80,000 units × £13) – (£360000 + £560,000) 
			= £1,040,000 – £920,000
			= £120,000
So new profit figure is = £120,000


There are some limitations of break-even analysis and these are given below.
1) The assumptions are unrealistic because companies do not sell the product at the same price all time. They sell the product at different levels of output thus fixed cost of the product does vary while changes in output are occurred (Li, 2018). 
2) It is a supply-side analysis only which only show cost side analysis. Because it does not tell anything about sales and does not tell the actual sales for the product at these various prices (Li, 2018).
3) The assumption that fixed costs are constant is true in the short run, but it may be false in long run. Because the increasing scale of production can trigger fixed cost to rise (Collis and Hussey, 2017).
4) Break-even analysis is merely a planning tool aid. It is not a decision-making tool (Collis and Hussey, 2017).
5) In the case of multi-product businesses that sell more than one product, break-even analysis may be harder for them to calculate (Collis and Hussey, 2017).
6) One of the assumptions of break-even analysis is that it assumes sales quantities of product and production quantities are the same. It assumes that there will be no changes occurred in the opening and ending stock of the finished product. This assumption does not hold a good practice for a company (Malina, 2017). 
7) The assumption that business condition will not change over time is wrong in break-even analysis (Malina, 2017). 
Answer to the Question No 2


Management accounting is very useful, and it is now commonly used. The below are the importance:
1. Planning 
Financial and non-financial knowledge is provided to management at regular times, such as monthly or fortnightly, in management accounting. Forecasts, budgets, and in-depth research are included in this presentation. As a result, it aids managers in the coordination of corporate operations (Malina, 2017).
2. Decision making 
Management accounting is used for decision-making and it provides numerous maps, predictions, and analyses.

· Identify early signs of problems 
Since the accounts are presented at frequent intervals, managers may determine that a commodity is performing poorly early on. This would help overcome constraints early on to prevent losses in the future (Charifzadeh and Taschner, 2017).
· Strategic management 
Based on the information presented in management accounting, management can decide whether to retain a product or adjust the sales plan. Management accounting is not regulated by rules, so management can decide which areas require further analysis and inspection and implement strategies accordingly (Charifzadeh and Taschner, 2017).
3. Staffing 
Staffing is another industry where management accounting can be extremely helpful. Making decisions on hiring new hires and deciding salaries can be difficult. Management accountants can help you make the right decision possible by assessing how much you can afford to spend on recruiting and the estimated returns on your staffing budget (Li, 2018).
Difference financial accounting and management accounting
	BASIS FOR COMPARISON
	FINANCIAL ACCOUNTING
	MANAGEMENT ACCOUNTING

	Meaning
	Financial accounting is a form of accounting that focuses on the compilation of financial statements for a business in order to provide financial reports to interested parties.
	Management accounting is an accounting system that provides relevant facts to managers so that they can make better decisions about business policies, strategies, and techniques.

	Is it compulsory?
	Yes
	No

	Information
	Only information related to monetary
	Information both related to monetary and non-monetary

	Objective
	Outsiders will be given financial records.
	By presenting comprehensive input on different topics, to support management in the strategy and decision-making process.

	Format
	Specified
	Not specified

	Time Frame
	At the end of the accounting period 
	Prepared as per the need and requirements of the organization.

	User
	Internal and external parties
	Only internal management.





Financial Planning
Finance is needed for a company to function. Financial preparation entails assessing the firm's long-term and short-term funding goals. Any company must determine how it can raise funds.
The funds can be collected in one of two ways: by issuing stock or by taking out loans. The form of capital, equity share capital or preference share capital, must be decided once more.
Management must determine whether to repay long-term or short-term as it chooses to collect funds from loans. All of these decisions are crucial in terms of budgeting (Li, 2018).
Budgetary Control
There are a variety of devices that aid in control. “Budget” is the most used management control system.
Budgetary management is a mechanism that uses a budget to schedule, control, and coordinate various forms of operations, such as the manufacture and delivery of goods and services according to plan (Collis and Hussey, 2017).
Marginal Costing
Marginal costing is useful for determining the feasibility of various manufacturing lines. This method aids in determining the essence of costs such as marginal (variable) and fixed costs.
This is a costing approach that is concerned with increases in prices as a function of changes in output rate (Collis and Hussey, 2017).
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