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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.
a) Break even point units = 
Contribution per unit = Selling price per unit – Variable Cost per unit = £11 - £6 = £5
Break even point units = 350,000/5 = 70,000
Break even point revenue = 
Contribution Ratio =  = 5/11 = 0.45
Break even point revenue = 350,000/0.45 = 777,777.78

b) Revenue = Selling price per unit x Total units sold
Revenue = 11 X 75,000 = £825,000
Total VC = Variable cost per unit X Total units sold = 6 X 75,000 = 450,000
Total Contribution = Revenue – Total VC = 825,000 – 450,000 = 375,000
Total Profit = Revenue – (Total VC + Total FC)
Total Profit = 825,000 – ( 450,000 + 350,000) = 25,000

c) New profit = Total Contribution – Total FC
VC per unit = 6 + 1 = 7
Total FC = Fixed Costs + Advertising = 350,000 + 10,000 = 360,000
Total Contribution = Contribution per unit x Expected sales next year
Contribution per unit = Selling price per unit – VC per unit = 13 - 7 = 6
Total Contribution = 6 X 80,000 = 480,000
Total New Profit = 480,000 – 360,000 = 120,000
120,000 ˃ 25,000 The Advertising Campaign increased the Profit, so it is worth to be realised.
d) In this case the limitations of the break even analysis would be connected with the assumptions that the company Walk About Ltd has undertook (yourarticlelibrary.com, 2021):
· One of the limitations is that the Fixed Costs have changed since the beginning of the company’s activity, by accomplishing an advertising campaign in amount of £10,000.
· The Variable Costs should, in theory, vary proportionally with the amount of production, but in this case the VC increased with £1, when the number of units sold remained unchanged.
· The theory about limitation of the constant selling price is denied by the increased selling price per unit of Walk About Ltd to £13, which depends of a range of factors, like competitors, supply etc.
· The limitation connected with “the amount of capital employed in the business”, demonstrated, in practice, that it plays a huge role upon the profitability of the company.
· The limitation about  the constant production is very often denied, in real practice, when a company can change it’s line of products or improve the existing ones.


QUESTION 2

a) According to Investopedia (2021) the Management Accounting represents the ensemble of operations to determine, estimate, identify and explain the financial information to managers of a company, in order to accomplish that company’s objectives and targets. The main difference between Financial Accounting is that the Management Accounting provides assistance to internal specialists in taking the suitable and liable business decisions.
The Importance of the Management Accounting is underlined through some basic aspects:
· Decision making, represents the main advantage of the Management Accounting, evaluating such factors like costs, statistics, economics etc.

· Planning, the future activities of the company
· Organising, the working process of the company and establishing the main goals
· Controlling business operations
· Identifying business problem areas and searching for valuable solutions.
· Strategic Management, setting the long-term strategy of a company and establishing the opportunities to accomplish it.

b) There are known a various range of Management Accounting techniques applied nowadays in a company’s activity:
· Marginal analysis is widely used in Management Accounting with the purpose to insert the cost control, to maximise the profit and decision-making impact.
· Forecasting and Financial planning represents the establishing of the long-term and short-term objectives of the entity, and provides strategies and tools to achieve those goals. Forecasting is responsible for recognising of unplanned values and cost variations.
· Inventory evaluation and product costing implies the recognition and analysis of the entity’s real costs associated with it’s stocks and product line. This technique involves the estimation of the expenses and calculation of the direct costs of sold goods.
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