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QUESTION 1
[bookmark: _Hlk60992432]Walk About Ltd makes and sells product A. The current selling price is £11 and the
[bookmark: _Hlk60992038][bookmark: _Hlk60992116]total of variable costs per unit is £6. The fixed costs of production are £350,000 and
[bookmark: _Hlk60992062]the company currently sells 75,000 units

Answer 1

[bookmark: _Hlk60992079][bookmark: _Hlk60992832]Variable costs = £6 * 75,000 units = £ 450 000
[bookmark: _Hlk60992845]Fixed costs £350,000 ( fixed costs/ sells units 75000) = 350 000 /75000 = £4,66 per unit
[bookmark: _Hlk60992804]Sells = 75000 units * £11= £ 825 000
Sells price per unit = £11
[bookmark: _Hlk60992868]Cost price per unit = £6 + £4,66 = £10,66

(a)  Product breakdown
[bookmark: _Hlk60993139]Sale price (per unit)	£11.00
[bookmark: _Hlk60993048]Cost price (per unit)	£10.66
Gross per unit = £0,34
Gross Margin (per unit)	3%
(b) 
Profit = sells – costs = 825 000 –(450 000+35000)= £25000


[bookmark: _Hlk60993627]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.

[bookmark: _Hlk60993658]Advertising costs = £10,000
[bookmark: _Hlk60993717]Variable costs = £6 +£1 = £ 7 per unit
[bookmark: _Hlk60994164][bookmark: _Hlk60994153]Selling price = £13
Sales = 80000 units
[bookmark: _Hlk60993805]Variable costs = £7*80000 = £560 000
[bookmark: _Hlk60993905]Fixed costs = £4.66*80000 units = £372800

[bookmark: _Hlk60994100][bookmark: _Hlk60994327]Costs in total = 560000+372800+10000= £942 800
Cost price per unit =£ 942 800/80000 units = £11,79
Selling price = £13
Product breakdown
Sale price (per unit)	£13.00
[bookmark: _Hlk60994282]Cost price (per unit)	£11.79
Gross = 13 – 11.79 =   £1.21
Gross Margin (per unit)	10%
[bookmark: _Hlk60994363]Profit = £1040000 - £942 800= £ 97200







(d) Discuss the limitations of break-even analysis.
Equivalence in the first option with costs of 800,000 pounds and sales of 825,000 pounds, net profit is 25,000 pounds, which is about 3%. After the introduction of the improved product specifications and investment in advertising in the amount of 10,000 pounds. The selling price increases by £ 2 per unit of product and respectively the variable and fixed costs increase by £ 11.79 per unit of product. The profit per unit of product increases by 7% and becomes 10% per unit of product.


QUESTION 2
(a) Discuss the importance of management accounting, and how it differs from what financial accounting provides

As a rule, cash accounting refers to the conglomeration of accounting data in fiscal summaries, while administrative accounting refers to the internal cycles used to represent business exchanges. There are various contrasts among monetary and administrative accounting, which are (Drury, 2018):
Monetary accounting investigates the consequences of an entire business. Administrative accounting often reports at a more foolish level, such as benefits per item, product offering, customer, and geographic area.
Monetary accounting covers the productivity (and therefore efficiency) of a business, while administrative accounting explicitly covers the things that cause problems and how to fix them.
Cash accounting requires records to be kept with impressive accuracy, which is expected to show that budget summaries are correct. Administrative accounting most of the time manages dimensions, unlike the demonstrated and undoubted realities.
Cash accounting is aimed at preparing fiscal reports, which are assigned both inside and outside the organization. Administrative accounting is more concerned with operational reports, which are simply distributed within an organization.
Monetary accounting must comply with different accounting rules, while administrative accounting must not agree on any principles when the data are arranged for internal use.
Monetary accounting does not take into account the general framework that an organization has to create a benefit, but only its result. On the other hand, administrative accounting is interested in the area of narrow tasks and the different approaches for building on the advantages by solving the problems with bottlenecks.
Cash accounting is concerned about the cash results that a business has just achieved, so there is a written direction. Administrative accounting can refer to cost plans and guesses, thus there may be a future direction.
Monetary accounting requires that budget statements be submitted after the end of the accounting period. Administrative accounting can report significantly more often than possible, as the data it provides is most appropriate if administrators can see it immediately.
Monetary accounting tends to properly evaluate resources and liabilities, as it deals with impedances, revaluations, etc. Administrative accounting is not concerned with the evaluation of these things, but only with their profitability.
Similarly, there is a difference in the accounting statements that are commonly found in each of these territories. Persons with the appointment of a certified public accountant are prepared in cash accounting, while those with the appointment of a certified public accountant are prepared in administrative accounting.
Salary levels will generally be higher in the area of cash accounting and to some extent lower in administrative accounting, perhaps in light of the fact that there is an understanding that even more preparation is needed to fully familiar with monetary accounting.

(b) Discuss three techniques by which the management accountant can achieve the objectives of management accounting.


Method 1. Monetary planning:
The money order is a demonstration of a choice in time for the money exercises, which are essential for the care of achieving its main destinations. It includes making decisions for both long-distance and transitional monetary destinations of the enterprise, defining monetary strategies and building the monetary methodology to achieve the goals (Seal et al., 2019).
Method 2. Investigation of the financial statements:
The study is an attempt to determine the centrality and importance of fiscal summary data so that an assessment of future income opportunities, ability to pay interest and debt development, and the benefit of a sound profit strategy can be made (Seal et al., 2019).
Technique 3. Authentic cost accounting:
The audited accounting provides prior information to the administration identifying the costs of each operation, cycle and division, so that a standard cost audit can be performed. Such a review may be useful for the cost control administration and for future arrangements (Seal et al., 2019).
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