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	Question 1 
	
	
	

	Wales Ltd
	
	
	

	a)
	Break-even Point calculation
	

	
	
	
	
	

	 Break-Even point (units) = Fixed Costs ÷ (Sales price per unit – Variable costs per unit)

	
	
	
	 £ 
	

	Sales Price per Unit
	
	                 20.00 
	

	Variable Cost per unit
	                 11.00 
	

	Fixed costs
	
	       450,000.00 
	

	
	
	
	
	

	
	
	
	
	

	Break even in units
	 
	         50,000.00 
	

	Break even in Revenue
	   1,000,000.00 
	

	
	
	
	
	

	
	
	
	
	

	b) Calculate the profit made on sales of 60,000 units. 

	
	
	Units
	 £ 
	

	Sales 
	
	60000
	   1,200,000.00 
	

	Variable Cost
	60000
	       660,000.00 
	

	Fixed Cost
	
	       450,000.00 
	

	Profit on the sale
	 
	         90,000.00 
	

	
	
	
	
	

	
	
	
	
	

	c) Results following the advertising campaign costs 

	
	
	Units
	 £ 
	

	Sales 
	
	62000
	   1,364,000.00 
	

	Variable Cost
	62000
	       744,000.00 
	

	Fixed Cost
	
	       450,000.00 
	

	Advertising Cost
	
	       100,000.00 
	

	Total Profits
	 
	         70,000.00 
	





d) Break-even analysis is based on assumptions and these assumptions might not be the same as what happens in reality. For example, the business is assuming that all of the products will be sold at the same price, while in reality some of the customers might have a discount on their purchase and other will be charged more. Therefore, the break-even point will not be the same as the original prediction.
Variable cost could also be hard to estimate as this will tend to change over the course of the exercise meaning that the cost associated to the goods can also be inaccurate.
When estimating the sales, businesses tend to be more optimistic with their estimations and not taking into consideration that they might occur additional costs or selling price can be lower than expected.
Question 2 
A) Management accountants are carrying an essential function for organisations by controlling and monitoring expenditure and income against budgets. By producing reports showing variances between what is expected and what is the actuals they help identify potential risks for the business and also helping managers with key decision making in relation to the performance of the company. Management accounts can also help managers to make important investment decisions and avoid financial difficulties by taking appropriate actions on time. 
Management accountant set up targets for the specific services in advance and check whether the targets are being achieved. If they are achieved then they might look at potential cost saving or if the targets are not met the Managers will need to take appropriate actions and make sure this does not happed again in the next period. Therefore, the role of the management accountant ensures the resources are fully utilised which helps improving the company’s efficiency. 

The main difference between Management and Financial accounting is that Management accounting does not follow centralised standards such as IFRS. While the work of the financial accountants should always be carried out in accordance to the international financial standards. Accordingly, the management accountants are more focused at the internal financial processes such as budget setting while Financial Accountants focuses on organisation’s external financial processes such as the production of the annual accounts including the Statement of Financial Position, Statement of Comprehensive Income, Statement of Changes in Equity, Statement of Cashflow and Notes to the accounts. Another difference is that Financial accountants produce reports based on actual figures, while management accountants are using estimates and assumptions to create their reports. 

B) Raises Profitability – By producing budgets and monitoring actual spend and income against the expected cashflows they will be able to identify where income is not being derived and any potential overspends. Once these are identified, actions have to be taken within a timely manner and justify the variances while aiming to recover the income or reduce the expenses. 
Decision making – By collecting and analysing the company’s financial information and data, management accounts are able to produce simplified charts, tables or graphs. Managers gets better understanding about the organisation financial position and is able to take correct decisions at right time. 
Measures Performance – Management accountants are using tools like variance analysis to identify differences between actual performance and predicted performance. By identifying all deviations and presenting them to the managers of the organisation they are able to take corrective measures and remove any negative variances. 





