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

Break-even point in units = Fixed Costs / Contribution per unit = 350.000 / 5 = 70.000 units
[bookmark: _Hlk61006526]Contribution per unit = Selling Price per unit – Variable cost per unit = 11 – 6 = £5
Fixed Costs = £350.000

[bookmark: _Hlk61000956]Break-even point sales (revenue) = (Fixed costs x Sales) / (Sales – Variable Costs) = (350.000 x 825.000) / (825.000 – 450.000) = £770.000
Sales = Selling Price x Units = 11 x 75.000 = £825.000
Variable Costs = Variable cost per unit x Units = 6 x 75.000 = £450.000
Fixed Costs = £350.000
[bookmark: _Hlk60995611][bookmark: _Hlk61006414]Or Break-even point sales (revenue) = (Fixed costs x Selling Price per unit) / Contribution per unit = (350.000 x 11) / (11 – 6) = £770.000 
        Contribution per unit = Selling Price per unit – Variable cost per unit = 11 – 6 = £5
[bookmark: _Hlk61006497]Or Break-even point sales (revenue) = Break even point in units x Sales Price per unit = 70.000 x 11 = £770.000

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

[bookmark: _Hlk61001486]Profit = Total Sales – Total Expenses = 825.000 – 800.000 = £25.000
Total Sales =Sale Price per unit x Units = 11 x 75.000 = £825.000
Total Expenses = Variable costs + Fixed Costs = (Variable cost per unit x Units) + Fixed Costs = (6 x 75.000) + 350.000 = 450.000 + 350.000 = 800.000

 (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.
New Profit = New Total Sales – New Total Expenses = 1.040.000 – 920.000 = £120.000
New Total Sales = New Sale Price per unit x Units = 13 x 80.000 = £1.040.000
New Total Expenses = New Variable costs + Fixed Costs + Advertising Costs = (New Variable cost per unit x Units) + Fixed Costs + Advertising Costs = (7 x 80.000) + 350.000 + 10.000 = 560.000 + 350.000 + 10.000 = 920.000
New Variable cost per unit = Variable cost per unit + 1 = 6 + 1 = £7

(d) Discuss the limitations of break-even analysis.
   “Break-even analysis mainly helps us to measure the profit and loses at different level of production and sales. Break-even analysis forecast the effect of cost and changes on profitability.“    C., Barrow, P. and Brown, R. (2012)
[bookmark: _Hlk61006038]  “Break-even analysis assume that sales prices are constant at all levels of output, it assumes production and sales are same at all the time, this thing are not realistic and impractical. And much more it only apply to a single product or mix of products.” Barrow, C., Barrow, P. and Brown, R. (2012).









QUESTION 2
(a) Discuss the importance of management accounting, and how it differs from what financial accounting provides.
   Management accounting provide the relevant information to the managerial personnel who use this facts and figures for the purpose of taking a number of decisions. Management accounting provide the quantitative and qualitative data from the financial and cost records, which are relevant to the decision under consideration.   Madegowda, J. (2008).

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

Standard Costing. “Standard costing is the establishment of standard costs under most efficient operating conditions, comparison of actual with the standard, calculation and analysis of variance, in order to know the reasons and to pinpoint the responsibility and to take remedial action so that adverse things may not happen again.  Standard costing systems are very expensive to develop and maintain; they were also designed for traditional manufacturing systems in which direct labour and direct materials are the most important costs.”   Law, J. (2016).
Cash flow statement.   “Cash flow statement is very useful tool for liquidity analysis of the. Cash flow statement is an important tool of cash control because it summarises sources of cash inflows and uses of cash outflows of a firm during a particular period of time.”    Fitzgerald, R. (2002).
Historical cost accounting.  “Historical cost accounting is technique who provides past data to the management relating to the cost of each job, process and department so that comparison may be made with the standard costs. Such comparison may be helpful to the management for cost control and for future planning. Historical Cost accounting help determining the basic informational substrate to evaluate the well-being of a company.”                                            Greenberg, M. D., Helland, E., Clancy, N. and Dertouzos, J.N. (2013).
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