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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.

	SALES 
	75000units

	Selling price 
	£11

	Variable cost per unit 
	£1

	Total fixed costs 
	£350,000




a) Calculate the break-even point (in units and revenues) of product A for Walk About Ltd.

Break-even point in units: Fixed costs (£350,000)/Contributions per unit (11-6) = 350,000/5=70,000 units

Break-even points in revenue: fixed costs (350,000)/contribution ratio (5/11) =350,000/0,45=£777,777.7

b) Calculate the profit made on sales of 75,000 units.

	Revenue 
	11*75,000=825,000

	less
	

	variable costs 
	6*75,000=450,000

	less 
	

	fixed costs 
	350,000

	Profit/loss
	825,000-(450,000+350,000) =25,000

	
	

	The company made a profit of £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.

	SALES (units)
	80,000

	Selling price 
	£13

	Variable cost per unit 
	£7

	Total fixed costs 
	£360,000

	Revenue 
	13*80,000=1,040,000

	less
	

	variable costs 
	7*80,000=560,000

	less 
	

	fixed costs 
	360,000

	Profit/loss
	1,040,000-(560,000+360,000) =120,000

	
	

	The company made a profit of £120,000
	




d) Discuss the limitations of break-even analysis.

Break-even analysis is a useful tool for working out the minimum sales needed to avoid losses; however, it has its limitations.
The advertising appears to be beneficial. It will allow the company to increase the selling price to £13 but will increase the variable costs per unit by £1. 
However, it is only assumed that variable cost will increase in straight line with activity and selling price. 
Unrealistic assumptions, products are not sold at the same price at different levels of output, fixed costs do vary when output changes.

Question 2

a) Discuss the importance of management accounting, and how it differs from what financial accounting provides. 
Management accounting is the manner of measuring and reporting data about financial interest inside businesses to be used by managers in making plans, performance and operational manipulate. The control accounting typically feeds into the economic accounting system. It is used by an enterprise, non-income enterprises, governments and individuals.
The important thing difference between control accounting and economic accounting relates to the intended users of the information.
control accounting facts enables the managers within the organization, make well-informed commercial enterprise choices, whilst financial accounting provides monetary records to parties out of doors the firms.
Financiaccounting must comply with certain standards, consisting of commonly accounting major.
Management accounting isn't for the external users, can be modified to mix the desires of intended users.

b) Discuss three techniques by which the management accountant can achieve the objectives of management accounting.
In order to achieve its goals, a manager accountant released on a variety of different techniques, including the following:
· Margin analysis is concerned with the incremental benefits of production. The margin analysis is one of the most important and fundamental technique in managerial accounting, which includes the calculations of the break-even point, that determinates the optimal sales mix for the company’s products 
· Capital budgeting analysis the information required to make the necessary decisions related to capital expeditors.  In the capital budgeting, the accountants calculate the present value and the internal rate of return, that help the managers to decide on new capital budgeting decisions.
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