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Introduction

Question1 
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 be 80,000 unites.  Calculate the new profit figure for the improved product.
d) Discuss the limitations of break even analysis. 
Question 2
a) Discuss the importance of management accounting, and how it differs from what financial accounting provides. 
b) Discuss three techniques by which the management Accountant can achieve the objectives of management accounting.


Question1 

Walk About Ltd makes and sells product A. The current selling price is £11 and the total of variable cost per unit is £6. The fixed costs of production are £350,000 and the company currently sells 75,000 units.
P=11	TVC=6 		FC=£350,000		Sales=75,000



A) Calculate the break-even point (in units and revenues) of product A for Walk About Ltd.
Break-even point
Break-Even Point in unit = Fixed Costs / (Sales price per unit – Variable cost per unit)
Break-Even Point in unit = £350,000 / (11-6)
Break-Even Point in units = 70,000 units
FC per unit = £350,000/75,000 = £4.67
TC per units = TVC + TFC
TC per units = £6 + £4.67
TC per units = £10.67

Break-Even Point in revenues = Break Even Points in units x TC
Break-Even Point in revenues = 70,000 units x £10.67
Break-Even Point in revenues = £746,900
B)  Calculate the profit made on sales of 75,000 units.
Profit 
Profit per unit = Price – TC
Profit per unit = £11 - £10.67
Profit per unit = £0.33

Total Profit = Profit per unit x Units
Total Profit = £0.33 x 75,000 units
Total Profit = £24,750
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 sales is expected to be 80,000 units. Calculate the new profit figure for the improved product.
 
TC1 = TC0 + £1
TC1 = £10.67 + £1
TC1 = £11.67
Price - £13
Sales = 80,000 units
Profit = (Price – TVC1) x Sales
Profit = (£13 - £11.67) x 80,000
Profit = £1.33 x 80,000
Profit = £106,000
D) Discuss the limitations of break-even analysis.

The break-even point 
In economics, industry, and accounting in particular, the equivalence point (BEP) is the point at which total costs and total revenues are equal, ie. although opportunity costs and accrued risk are accrued, the expected return is earned in cash. In short, all costs that must be incurred are paid and there is no gain or loss.

Limits
Profitability analysis is only an analysis of the supply side (ie only costs), as it tells you a little about what the real profits will be at these different prices for the product.
This implies that there are fixed fixed costs (FC). Although this is true in the short run, it is possible that an increase in production scale will lead to an increase in fixed costs.
It is assumed that the average variable costs are constant, at least in the range of probable sales volumes, per unit of output. (ie linearity).
This means that the quantity of goods generated is equal to the quantity of goods sold (ie there is no change in the quantity of goods held in inventory at the beginning of the period and the quantity of goods held in inventory at the end of the Period).
It is assumed that the relative proportions of each product sold and produced are constant in multi-product companies (ie the combination of sales is constant). 
Question 2
A) In case it’s not as of now clear, administration bookkeeping can be a important instrument for your commerce. The reason that it’s vital is that it makes a difference you as a trade proprietor make the proper call on pivotal choices such as:


 1. Checking on products If you’re investigating your current item run, administration bookkeeping will give you with all the financial and business-crucial measurements to assist you choose precisely which items are productive, which aren’t, and how to cure that. Moreover, it can give you with important measurements for understanding how choices you make have influenced an person product’s benefit.

2. Propelling modern products If you’re looking to dispatch modern items, administration bookkeeping is indeed more imperative. It can bolster at each arrange, from starting arranging right through to execution, by giving a nitty gritty breakdown of generation capabilities, as well as an exact picture of the showcase as a entire. Usually significant for working out how much you’ll charge for a new item, the amounts of item you'll make and whether or not it is worth bringing in additional staff to assist convey

3. Staffing Staffing is another region in which administration bookkeeping can be gigantically profitable. Choices around contracting modern staff and setting compensation can be a genuine migraine. Administration bookkeepers can assist you make the proper decision by letting you know precisely how much you'll be able manage to spend on staffing, and the returns you'll be able anticipate for your speculation in faculty. 


Administration, or administrative bookkeeping, is utilized inside to run companies and offer assistance supervisors make imperative money related choices agreeing to the Diverse Trick. Directors must think approximately long-standing time of the company, so administration bookkeeping is critical in arranging ahead fiscally and anticipating development based on gauges of what will happen. Administrative bookkeeping archives are exclusive for utilize as it were by faculty inside a company, such as directors and administrators. Administrative reports break down numbers and projections related to trade exchanges and how they affect the company. These reports are aiming for inner utilization and once in a while to never are seen by parties outside to the commerce. 

Monetary bookkeeping gives financial specialists and charge experts the difficult trade truths based on resources, liabilities and value, so they can legitimately evaluate a company's execution and charge commitments. Monetary bookkeeping produces budgetary articulations centered on authentic data that outside experts got to gage the robustness of a company. Since monetary articulations are planned for outside survey, they must tolerate by "for the most part acknowledged bookkeeping standards" (GAAP) . This implies that reports must be conveyed in understanding with set ground rules to stay reliable and concrete each time. 
 
B) In arrange to attain its objectives, management accounting depends on a assortment of distinctive procedures, counting the taking after .

Marginal analysis:

Marginal analysisis an examination of the extra benefits of an movement compared to the extra costs caused by that same movement. Companies utilize negligible examination as a decision-making apparatus to assist them maximize their potential benefits. Negligible alludes to the center on the cost or good thing about the following unit or person, for case, the taken a toll to deliver one more gadget or the benefit earned by including one more laborer. 
Marginal analysis can more over offer assistance within the decision-making handle when two potential speculations exist, but there are as it were sufficient accessible reserves for one. By analyzing the related costs and evaluated benefits, it can be decided in case one alternative will result in higher benefits than another. 

Minimal examination is additionally broadly utilized in microeconomics when analyzing how a complex framework is influenced by minimal control of its comprising factors. In this sense, negligible examination centers on looking at the comes about of little changes as the impacts cascade over the trade as a entire. 




Constraint analysis:

Constraint analysis centers on the bottlenecks inside an organization. Beneath this perspective, a director ought to as it were center on maximizing the utilization of a bottleneck, since the bottleneck controls the by and large benefit of the trade. Centering on any other angle of the trade has no affect on benefits. This is often an vital concept, since bottlenecks can be found anyplace inside (or indeed exterior of) a commerce. For case, in the event that deals require a tall degree of specialized information and all sales representatives are completely utilized, at that point a commerce will not accomplish an incremental increment in deals unless it can by one means or another contract and prepare extra sales representatives. Essentially, a company will not be able to create any extra units of a gadget on the off chance that a key part is as it were accessible from one provider, which provider is working at its greatest capacity level. 



Capital budgeting: 


Capital budgeting is the method a commerce attempts to assess potential major ventures or ventures. Development of a modern plant or a enormous speculation in an exterior wander are cases of ventures that would require capital budgeting some time recently they are endorsed or rejected. As portion of capital budgeting, a company might survey a planned project's lifetime cash inflows and surges to decide whether the potential returns that would be produced meet a sufficient target benchmark. The capital budgeting prepare is additionally known as speculation evaluation. 

Ideally, businesses would pursue any and all projects and opportunities that enhance shareholder value and profit. However, because the amount of capital or money any business has available for new projects is limited, management uses capital budgeting techniques to determine which projects will yield the best return over an applicable period. 
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