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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.
[bookmark: _Hlk60991565]Walk About Ltd sells 75,000 units
Sells product - £11
Total variable cost per unit - £6
Fixed cost - £350,000	
1. [bookmark: _Hlk60992253]Contribution per unit = sales price – variable cost = 11-6= 5
2. BEP in unit = fixed cost / contribution per unit = 350,00 / 5 = 70,000 units 
It must be sold 70,000 units to cover the cost of production. And it is the point from which the profit begins.
3. BEP in revenue = fixed cost / (contribution / sell price) = 350,000/ (5/11) = £770,000

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

1. [bookmark: _Hlk60991934]Revenue (75,000 x £11)	-                825,000
	Variable costs (75,000 x £6) - 	   450,000
	Contribution	                                375,000
Fixed costs				   350,000
Operating profit/(loss)		                 25,000
2. Here we are 75,000 units sold. That is 5,000 units above the break-even point (70,000) and with a unit contribution of £6, there will be a profit of £25,000.

(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. 

Walk About Ltd sells 80,000 units new expected sales
Sells product - £11 + £2 increasing the selling price = £13
Total variable cost per unit - £6 + £1 for improving = £7
Fixed cost - £350,000 + 10,000 for advertising = 360,000
1. Contribution per unit = sales price – variable cost = 13-7 = 6
2. [bookmark: _Hlk60992385]BEP in unit = fixed cost / contribution per unit = 360,000 / 6 = 60,000 units 
It must be sold 60,000 units to cover the cost of production. And it is the point from which the profit arises.

3. Revenue (80,000 x £13) 	- 1,040,000
	Variable costs (80,000 x £7) - 560,000
	Contribution	                        480,000
Fixed costs		                         360,000
Operating profit/(loss)	                        120,000
4. Here we are 80,000 units sold and in a little more from the previous one. But that is a considerable 20,000 units above the break-even point (60,000) due to the increase of price and low change in variable cost with a unit contribution of £6, there will be a profit of £120,000.

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

Break-even analysis is a method that makes it possible to determine the point from where start earning a on base of certain quantity of production or activity. It is important to divide costs into fixed and variable in order to understand the variation of break-even point analysis.
Fixed costs do not change with a change in the amount of production - any of that like rent, lighting, insurance and more. Fixed costs are the same for each type of volume.
In accordance with the project, variable costs change. There are charges for raw products and advertising, payments, insurance, etc.
The analysis Break-even point is applicable in many situations, it is a very good analytical tool in the management of a company, but only if it considers its conditionality and the limits of its application. 
Products are often sold at the different price and for different customer contingent; fixed costs do vary when output changes. For example, in holiday promotion or discounts for large orders.
Sales are unlikely to be the same as input; there might also be some stock fault for example in case of poor storage or sudden accident or wasted outcome, they may be remained unsold.
Variable expenditures do not necessarily remain the same. If output increases, for example, the company can benefit from being able to purchase inputs at lower rates (increasing purchasing power), which will minimise variable unit costs. Or in case of unexpected crisis the cost of purchasing materials can be increased due to higher limitation.
Most companies sell more than one product, or in combination of them (marketing tricks) so it becomes harder for the company to measure break-even point.
The most important negative of the BEP approach arises from the standardized analysis of income and cost changes and it is not widely accurate. It is held only within a certain volume adjustment. Outside of this, revenue and cost adjustments seem to become non-linear. Instead of a decision-making instrument, break-even analysis can be used as a planning aid.





QUESTION 2

(a) Discuss the importance of management accounting, and how it differs from what financial accounting provides. 
Management accounting has an important role in accountancy one of mane duty is to perform an appropriate analysis in order to assess the current costs and to provide recommendations for future operations. Management accountants need to evaluate various marketing techniques, products, services, and marketing practises in order to identify the most profitable business model.
For instance, it should also have more cost control when planning and analysing new product on the market. The value of each customer group should be examined by management accountants to detect the most profitable products. During important commercial periods, it is possible the value to change considerably, but management accounts give an instant and easy summary to process over it. It would be able to identify areas where it can spend less, but it will receive the same results or even better. 
When it comes to budgeting, management accounting has a huge impact. Sales history and marketing database must comply with budget-related decisions. This is the point where accountants from management departments move in to estimate past operations and identify investments for next actions. For each department, task, marketing strategy, new product, or some other activity, they develop financial plans. When a cost analysis is completed by the management accounting team, It can make better, evidence-based decisions.
The main difference between management accounting and financial accounting is about the expected users of data. Management accounting information is intended to help make well-informed management decisions within the company, while financial accounting is aimed to presenting those outside the organisation, or both, with financial information. For example, if it is needed to know the potential of one business and how is deal with its resources. Is it in good performance and is suitable to make investment? Regulation institutions need to examine its accuracy and relevant tax payable.
Other most active distinction between management accounting and financial accounting is their legal status. Financial accounting reports, especially income statements, balance sheets and cash flow statements, are highly regulated. Because this data is published for public consumption and is highly requested by investors. Businesses need to be very aware about how statistics are generated, how data is reported, and in what order these reports are built. In contrast, reports produced by management accounting are only internally shared. Each corporation can develop its own management reporting structure and regulations. This means there is no strict law regulating indications, and it can sometimes take even longer to find what you need.  
Furthermore, management accounting builds on past results and provides predictions for business. Most of this accounting should guide business decisions. Investors and creditors also use financial statements to build their own predictions. Financial accounting is not entirely backward-looking in this way. However, no future planning is included in the statements.
Management accounting reports are highly detailed, technical, specific, and often experimental. For each organisation, there are several reasons to do things in a particular way. For example, in need of cut a workplace because of implementation of automated equipment or making research to launch a new product. Financial accounting reports tend to be processed, concise, and generalised for a range of reasons. Information is more straightforward and less revealing at the same time.
(b) Discuss three techniques by which the management accountant can achieve the objectives of management accounting.
It is possible to classify different methods commonly used in management accounting in achieving its objectives. Here are briefly explained some of them. 
Planning
Management accounting helps managers in planning by providing findings which evaluate the effects of different decisions on a business ability to achieve desired goals. Financial planning is also considered the best method to improve business performance. For example, if a business sets a target profit for a year, it must plan steps to reach that purpose. Or, for instance, how goods should be sold and at what prices? The management accountant generate data that helps managers determine the items that are more profitable. Likewise, the consequences of alternative prices and attempts to offer. By doing proper and smart financial planning, the goal will be achieved. 
Management accounting development of appropriate cost plan. For example, if it needs to estimate the price of a certain product. For such an order, it need to come up with a price quickly, because what it need to consider seems to be the data relevant to that specific order in specific time. Although wages, plant rent and other fixed costs must be planet and included in the normal monthly production expenses, the cost of the materials and labour necessary for production should be scheduled in this case.
Organising.
[bookmark: _Hlk61002056]Organizing is a method of creating an organisational structure and setting deadlines for the accomplishment of business objectives and goals to people employed in an organisation.
In consideration of changing circumstances, management accounting allows managers to coordinate by presenting reports and appropriate information to control and change rules and activities. For example, the management accountant should provide every associated manager with a sales report and production report to take appropriate action on the budgeted and actual situation. Also, management accounting requires organising sets expectations about each direct manager’s responsibility and lines of authority.
Decision making
Decision-making is an application process between crucial alternative strategies.  Without making choices, a planner cannot intend and must negotiate between different expectations and solutions to carry out the chosen goals. Similarly, managers must decide on the structure of an organisation and on concrete steps to be taken on day-to-day tasks in an organisation. Managers must decide if variants are helpful in the core component. Management accounting could help management to properly organise key issues and set the solutions and their implications in a way that will make it easier for company to better understand them.
For instance, often it is difficult to decide whether it is value more to manufacture the or create a service on its own or contract with additional firm or make a cooperation in attempt to improve something, to incorporate a new product or sub-component. This is where management accounting can help decide based on every option's cost-effectiveness. Making the right decision can not only save time but can also save the entire organisation from a possible financial catastrophe. 
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