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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. [10 marks]
Break-Even Point = Fixed Costs : (Revenue Per Unit – Variable Cost Per Unit)
350,000 : (11 - 6) = 70,000 
Answer: the break-even point is 70,000

(b) Calculate the profit made on sales of 75,000 units. [10 marks]
Revenue Per Unit x Amount of units
(11-6) x 75,000 = 375,000
Answer: 375,000 
(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. [15 marks]

Break-Even Point = Fixed Costs : (Revenue Per Unit – Variable Cost Per Unit)
360,000 : (13-7) = 60,000
Answer: 60,000

(d) Discuss the limitations of break-even analysis. [15 marks]
The break-even point is the point where the costs equalizes with the revenue. The break-even point allows to establish the break-even point. It is enormously important in decision making, but it has also some limitations.
For example: a break-even point analysis do not provide predictions on how the sales are going for a type of product sold for this price. It suppose the price and quantity of sold products are fixed. But in real businesses it can vary. The stock is as well important and affects the revenue. 
When the analysis is done using accounting data, there can be some difficulties to make a relevant analysis regarding the way of calculating the depreciation, the way of calculating the stock. As we know there are two ways to calculate the depreciation and three ways to calculate the stock. Also such analysis do not consider the income taxes, because of that we cannot obtain relevant data for decision-making. 





QUESTION 2
(a) Discuss the importance of management accounting, and how it differs from what financial accounting provides. [25 marks]
Management accounting is an area of accounting which identifies, measures, analyzes, interprets, and finally communicates financial information to the agents (managers) of a business or an organization. That means it is focused on internal users of information in a company or an organization. That area of accounting is important because it covers: historical costs, product costs, period costs, cost control, costing approaches, marginal costing, budgeting etc. These aspects help managers in decision making, costs establishing, planning, and controlling activity inside of an organization or a business. Meanwhile the Financial Accounting is focused on external users like: investors, potential clients, potential partners, tax authorities etc. It includes recording, summarizing, and reporting the economic activity and business transactions.
Management accounting uses past experience for planning the future. It is the most appropriate type of accounting for decision making.

(b) Discuss three techniques by which the management accountant can achieve
the objectives of management accounting. [25 marks]

Management Accounting has a range of techniques and strategies used for achieving the objectives. We will discuss three of them.
1. Financial planning. That kind of strategy documents financial goals and develop strategies for achieving them. It analyze significance and meaning of financial statement data for increasing the profitability and achievement of organizational goals.
2. Marginal Costing. It is the changing of the production cost by changing the production quantity. That technique helps to optimize the company production and to maximize its profit.
3. Decision Making. That strategy is looking for the most advantageous approach. It uses: statistics, psychology, mathematics and philosophy for analyzing the process. It also involves: marginal costing, capital budgeting, differential costing and is oriented on maximizing the profits.
These three techniques and an amount of others not less important techniques should be used by all management accountants for prosperity of the business.
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