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[bookmark: _Toc61021736]Introduction
This report calculates the break-even point in units as well as revenues of Walk About Ltd. It also calculates the profit and describes limitation of break-even point this company. It explains the importance of management accounting and difference between financial accounting and management accounting. It describes three different techniques which helps the management accountant to complete goal of management accounting. 
[bookmark: _Toc61021737]Question 1 
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Fixed cost of Walk About Ltd = £350,000
Selling price per unit= £11
Variable cost per unit=£ 6
According to the formula,
 = £350,000/ (£11-£ 6)
 = £350,000/£ 5
= £70,000

Break-even point revenue
Break-even point revenue= Fixed cost/ 1-(Variable cost/ price)
	= £350,000/1(£6 /£11)
	=£350,000/ 0.55
	=£636,363.636
Break-even point revenue	=£636,364

[bookmark: _Toc61021739](b ) Profit made on sales of 75,000 units
Total sales = 75,000 units x Selling price per unit
                    = 75,000 x £11
                    = £825,000
Total variable cost 
                    = 75,000 units x variable cost per unit
                     = 75,000 units x£ 6
                      = £450,000
    Contribution margin= Sales- variable cost
                                         = £825,000 - £450,000
                                          = £375,000
Profit = Contribution margin – fixed cost
            = £375,000- £350,000
            = £ 25,000 profit

[bookmark: _Toc61021740](c)New profit figure for the improved production of Walk About Ltd
Previous selling price per unit=£11
        Previous variable cost per unit=£ 6
                                    Previous sales= 75,000 units
Improved or new selling price per unit=£13
 Improved or new variable cost per unit=£ 7
New sales= 80,000 units
Advertising cost = £10,000
Total fixed cost= £350,000 + £10,000
                             = £360,000 
Calculation of new profit,

Total new sales = 80,000 units x new selling price per unit
                    = 80,000 x £13
                    = £1,040,000
New variable cost 
                    = 80,000 units x new variable cost per unit
                     = 75,000 units x£ 7
                      = £525,000
    Contribution margin= Sales- variable cost
                                         = £1,040,000- £525,000
                                          = £515,000
Profit = Contribution margin – new fixed cost
            = £515,000- £360,000
            = £ 155,000 profit


[bookmark: _Toc61021741](d) Limitation of break -even point

One of the major limitations of breakeven point is that it is based on assumption. It does not provide accurate division of cost into variable and fixed cost.  It assumes that fixed costs do not change. It assume that does not change which is not true and as there are many factors that affects the selling price of products and services such as  market competition, market supply and demand. Breakeven point does not consider capital employed which affects the profit. It avoids the semi-variable cost which affects its accuracy (Batkovskiy et al., 2017). 
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Question 2
Management accounting is used by managers to better inform themselves about accounting information before they made any decision in the company regarding financial status. 
[bookmark: _Toc61021743]A) Difference between management and financial accounting
Management accounting is an internal process that is used in business accounts for make transactions while financial accounting is the collection of accounts data that is used to create financial statements. The second difference between management and financial accounting is management accounting is presented to an organization's internal community while financial accounting is presented for external communities. Third, financial accounting is more complex than management accounting as it contains three phases that are must learn about. Fourth, managerial accounting report presented at a more detailed level than financial accounting because financial accounting looks at the overall business finance structure. Fifth, financial accounting mainly focuses on maintaining financial statements while management accounting focuses on risky operations and identifies different manners to increase profits by eliminating obstacles. Sixth, financial accounting follows some different accounting standard while management accounting has not set of standards to compile. Seventh, financial accounting is considered as the information source of the company’s liabilities and assets while management accounting only concerned with the company’s productivity. It is also known that financial accounting offers financial statements that are shared with stakeholders and the public while management accounting data only shared within the company premises (Giunta et al., 2017).
[bookmark: _Toc61021744]B)  Techniques to achieve management accounting objectives
There are many techniques that management accountants can use to achieve management accounting objectives such as
Margin analysis: it is a kind of assessment of supplementary profits of an activity compared to the extra expenses incurred by the similar activity. Businesses use this tool in the decision-making process to maximize their potential benefits. It is the most basic and necessary technique in management accounting that includes the calculation of the BEP which identifies the optimal sales mix of the business. Management accountants use this tool to help managers of the company in maximizing potential profits (Horal, Shyiko and Yaroshenko, 2019).
Constraint analysis: it mainly focuses on the hindrance within a business operation. By implementing this tool, a manager can focus on maximizing the profits and reduce the obstacle of the company. Constraint analysis identifies the principle bottlenecks of the business production line. These bottlenecks generate revenues and profits for the business.  It controls the overall profitability of the business. Management accountants use this technique to help managers in control over the overall profitability of the company.
Capital budgeting: it is a planning process that used to identify business long-time investments. It is that procedure of the business in which business evaluates probable key projects or investments. It is directly linked with the analysis of data needed to make essential decisions regarding capital expenditures. Management accountants calculate the NPV and IRR in this process to help managers in the decision-making process of capital budgeting (Kim et al., 2017).
[bookmark: _Toc61021745]Conclusion
Managerial and management accounting is the procedure of preparing statements and reports about business operations in terms of finance that assists the management of the company to make decisions.  Management accounting assists organization to work effectively and help them to make effective strategies to enhance its productivity. There are three techniques which help the organization to achieve management accounting objectives. 
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Break Even Fixed Costs

Units

SP-VC

SP = Selling price per unit
VC = Variable cost per unit




