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a. Calculation of Break even point
For calculating the BEP of the company, profit volume (P/V) ratio needs to be calculated.
P/V Ratio = Contribution / Sales * 100
Contribution = Sales revenue – Variable cost
Contribution = (11 * 75000) – (6 * 75000) = £ 375000
P/V Ratio = 37500 / 825000 * 100 = 45.45%
Break even sales (in revenue) = Total fixed cost / P/V Ratio
Break even sales (in revenue) = £ 350000 / 45.45% = £ 770000
Break even point (in units) = Break even sales (in revenue) / Cost per unit
Break even point (in units) = £ 770000 / 11 = 70000 units
b. Calculation of Profit
The calculation of the profit for Walk About Ltd is calculated in the table given below.
	Income Statement 

	Particulars
	Amt (in £)

	Sales
	825000

	Less : Variable Cost
	450000

	Contribution
	375000

	Less : Fixed Cost
	350000

	Operating profit
	25000



c. Calculation of new profit
	Revised income statement

	Particulars
	Amt (in £)

	Sales
	1040000

	Less : Variable Cost
	560000

	Contribution
	480000

	Less : Fixed Cost
	360000

	Operating profit
	120000



The calculation of the profit has been done. As the additional marketing expenses has been incurred by the company, as a result of this variable cost per unit has been increased and therefore the fixed cost has not been affected. 
d. Limitation of break-even analysis
1. Unrealistic assumptions
There are various assumptions made while conducting the break even analysis of the production of any company, in some cases the level of production and the sales are estimated on the basis of assumptions these assumptions are not realistic, also the fixed cost is assumed to be constant but in reality the amount of fixed cost changes with the change in output.
2. The production and sales amount differs
In the break even analysis of the production process of a company, it is assumed that the units which are produced will be sold. But in reality there are high possibilities that the units which are produced and units which are sold are not same, the company will not be able to sell the whole quantity of the produced unit, there will be some units which will be unsold and form part of the closing inventory. 
3. Variable cost is not always constant
The variable cost of the product changes with the output, when the output of a company increases the purchases made by it gets lower, if the business purchase more unit of raw material at a time, it will result in lower purchasing cost as the buying power of the company will be more and the price of the raw material also changes when a business purchases in bulk. But in break-even analysis the variable cost of the product remain same at each level of output.
4. Time consuming
The break even charts and analysis is a time consuming and lengthy procedure, the data needs to be estimated and the estimations are based on the research perform by the company regarding the expected sale, estimated fixed and variable cost, etc. The research procedure take a lot of time therefore it is said that the break even analysis is a time consuming task.
5. Not applicable for multiple products
Break even analysis is only applicable in the case where the company is engaged in the production and trade of only one product line. Generally the companies have more than one product line and this analysis is not applicable where the company is engaged in production and trade of multiple products.
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a. Importance of management accounting
1. Relevant cost analysis
Management accounting includes the cost accounting technique; this helps the business in conducting the cost analysis of the each element. The fixed and variable cost incurred in the production process is analyzed and the cost incurred at each level of production is also analyzed. This helps the organization develop policies related to cost reduction. 
2. Make or buy evaluations
The management accounting helps the management to evaluate the alternatives available to the company it includes the evaluation of the make or buy decisions, the cost which will be incurred in making the product is compared with the cost of purchasing the product and the decision is made accordingly.
3. Planning
With the assistance of management accounting, the financial patterns are identified, the identification of these patterns helps in making plans for future. These plans helps in forecasting the future events and the effective plans can be drawn so efficiently achieving the goals of the organization. 
4. Budgeting
Management accounting helps in making estimates and forecast, the estimations of cost and expected sale is also done with the help of management accounting; these estimates are then used to prepare the budgets such as production budget, sales budget, cash budget, master budget, etc.




Difference between Management Accounting and Financial Accounting
 
	Basis
	Management Accounting
	Financial Accounting

	Purpose
	It generates essential data which is applied for  formulating and implementing policies.
	It is used for preparing financial reports.

	Information
	Qualitative factors and monetary information are part of MA 
	It provides only the monetary information.

	Format of reporting
	No specific format 
	Specific and well defined format exists in FA.

	
	
	





b. Techniques of management accounting
1. Standard costing
It is a technique of management accounting which is used by the management of the company to set the predetermined rates of overheads; these rates are used to allocate the indirect expenses to the production units. Also the standard rates for material and labor are determined with the help of this technique and these are further compared with the actual expenses and the variance analysis is conducted.
2. Marginal Costing
The marginal costing technique helps the management of company in making vital decisions. The break even analysis is conducted with the help of this technique of management accounting. Marginal cost is also called variable cost; it means the extra cost incurred for producing each new unit of the product. This technique assists the management in calculating the break-even point and profit volume ratio through which the management makes significant decisions. 
3. Ratio analysis
The analysis of the performance and position of the company in respect of finance can be done with the help of ratio analysis. The liquidity, profitability, capital structure, etc. ratios are calculated and with the help of these ratios the analysis of the financial performance is done and the comparison of the company from its previous years and also the comparison with other companies is also possible.
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