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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.

a) Break even point units = fixed costs/contribution per unit
Contribution per unit= selling price per unit – variable cost per unit = £11- £6= £5
Break even point units = 350,000/5=70,000
Break even  point revenue = fixed costs /contribution ratio
Contribution ratio = contribution per unit/selling per unit=5/11=0.45
Break even point revenue = 350,000/0.45=777,777.78

b) Revenue = selling price per unit  x  Total units sold
Revenue = 11x75,000=825,000
Total VC= variable cost per unit x total units sold = 6x75,000=450,000
Total contribution = revenue – total VC = 825,000-450,000=375,000
Total profit = revenue – (total VC + total FC)
Total profit = 825,000 –(450,000+350,000) = 25,000

c) New profit = total contribution – total FC
VC per unit = 6+1=7
Total FC = fixed costs + advertising =350,000 + 10,000=360,000
Total contribution = contribution per unit x Expected sales next year
Contribution per unit = selling price per unit – VC per unit = 13 – 7=6
Total contribution = 6x80,000=480,000
Total new profit = 480,000 – 360,000 = 120,000




d) Limitation of Break-even Analysis
· Expenses and sales do not necessarily reflect a straight line.
· It is unlikely that fixed costs will change at varying production stages.
· Not all costs should be classified into fixed or variable costs (some are semi-variable).
· There is no stoking allowance. It expects that all the amounts produced will be sold.


    QUESTION 2 
a) Discuss the importance of management accounting, and how it differs from what financial accounting provides.
[bookmark: _GoBack]Management accounting is a mechanism that allows management to achieve improved planning and control of the enterprise and also helps to schedule, enhance performance and maintain reliability. Importance of management accounting: promotes regulation, acts as a medium of coordination.
Financial accounting Provides details to customers, creditors and those outside the company. Financial accounting relies on the economic case of the past, the accounts provide statistical evidence.
b) Discuss three techniques by which the management accountant can achieve the objectives of management accounting.
1. Marginal Coasting:
Management accounting uses marginal coasting techniques, differential coasting and even break analysis for cost control, decision making and profit maximization.

                     2.  Funds Flow Statement:
The management accountant uses the cash flow statement technique to analyse the changes in the financial position of a business enterprise between two dates. It helps a great deal in financial analysis and control, future guidance and comparative studies.

                    3. Cash flow Statement
A cash flow statement based on an increase or decrease in working capital is very useful in long-term financial planning. It is quite possible that there may be sufficient working capital as shown in the Fund Flow Statement and that the company may still be unable to meet its current liabilities as and when due.


