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

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

(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.

(d) Discuss the limitations of break-even analysis.

   Sales 75,000units x  £ 11,00 = £ 825,000
   Costs 75,000 x £ 6,00 = £450,000 and fixed costs  £ 350,000 total costs £800,000                                    (£ 350,000 + £450,000 = £800,000)  
Profit £ 825,000 - £ 800,000 = £ 25,000
£25,000 / 75,000 = 0,33 Profitability 
£ 80,000 x 7 (£6,00 + 1,00) = £ 560,000
£ 350,000 / 75,000 = 4,67 fixed unit costs
4,67 x £ 80,000 = £ 373,600 fixed cost 
£560,000 + £373,600 = £ 933,600  Total costs
£ 80,000 x £13 = 1,040,000 
£ 1,040,000 - £ 560,000 - £ 373,600 = 106,400 Profit 
£ 106,400 / 80000 = 1,33 Profitability





QUESTION 2

(a) Discuss the importance of management accounting, and how it differs from what financial accounting provides.
· The main objective of managerial accounting is to provide information for a company's internal use. Business managers collect information that helps set realistic goals, and encourages an efficient directing of company resources.
Management accounting analyzing, interpreting, and communicating financial information to managers for the pursuit of an organization's goals.

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

· Financial Planning  
(Determining your current financial situation, developing financial goals) .
· Decision Making 
· Cash Flow Statement  (shows how changes in balance sheet accounts and income affect ).



