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[bookmark: _Toc50314641][bookmark: _Toc50314782]1(a) Calculate the break-even point (in units and revenues) of the Sandals for Solent1 Ltd.
BEP in unit= Fixed costs \ (sales price per unit – variable cost per unit)
BEP in units = £ 80000
BEP in sales= fixed costa\contribution margin 
BEP in sales = £ 80000 * 5.75 
[bookmark: _Toc50314642][bookmark: _Toc50314783]1(b) Calculate the profit made on sales of 90,000 units.
Profit = (total no. of units – BEP in units) *(selling price per unit – variable cost per unit=
(£ 10000 * (5.75 – 3.5) 
= 10000 * 2.25
= 2250
[bookmark: _Toc50314643][bookmark: _Toc50314784]1(c) The company decides to improve the product. It estimates that an advertising campaign to promote the new improved Sandals will cost £12,500. Improving quality will add 15p per unit to material costs and 5p per unit to labour costs. However they believe this will allow them to increase selling price by 25p and increase sales by 5%. Calculate the new profit figure for the improved Sandals.
S.P = £6
Direct labour = £ 1.4 
Direct material = £ 1.9 
Other direct cost = £ 0.4 
Fixed Cost = £ 180000
Variable cost = £ (1.4 + 1.9 + 0.4) = £ 3.7 
BEP in units = fixed cost / (selling price per unit – variable cost per unit) = 180000 / (6 – 3.7) = 180000 / 2.3 = 78260 (approx) 
Units = 94500
Profit = (total no. of units – BEP in units) *(selling price per unit – variable cost per unit) =
 (16240 * 3.7) - 12500 = £ 60088 – 12500 = £ 47588
[bookmark: _Toc50314785]1(d) Discuss the limitations of break-even analysis.
Break-even analysis has some assumptions which are unrealistic and limits the method (Lohmann, 2020). The limitations of break-even analysis are-
· The method assumes the fixed cost is constant always. Whereas, in some cases, with the rising production scale, the fixed costs also increase.
· Break-even analysis has assumptions of variable costs being constant with per unit output. But it is not always the same.
· The analysis does not focus on sales at various prices. It only concentrates on the supply-side.
· It assumes the sales mix to be constant at multi-product companies.
· The assumption of the number of products being sold is the same as the number of products produced.
[bookmark: _Toc50314786]2(a) Critically discuss why management accounting is necessary, given that most businesses have to prepare financial accounts in accordance with the law.
Financial accounting provides an outline of accounting principles. Depending on the laws and regulations of the business faces, the selection of the principles of accounting takes place. It is governed by the framework of Generally Accepted Accounting Principles (GAAP) under any jurisdiction.
However, by preparing the daily internal financial reports and internal analysis management accounting department helps a business to make strategies. It is a vital unit for companies because it gives a notion of the company's existing and upcoming financial plans. Other than that, it helps in- 
· Pertinent cost analysis
To estimate all the existing expenses and to provide suggestions on the future expenses management accountant conducts cost analysis. It has a vital role in understanding the sales, marketing, products, and services of the company to provide profitability (Zhang and Niu, 2019). 
· Targeting the audience
Paying attention to the target audience is very important. Management accounting has the purpose of evaluating and understanding the value of customers to attract the most profitable group of customers. Management accounting helps in identifying the target audience and make strategies to invest in them so that they can bring profit to the company.
· Elucidate budget
Management accounting provides aid to evaluate former expenses and make plans for future investments as well by creating financial plans for the company's sales, products, projects, marketing, etc. management accounting help the overall enterprise (Zhang and Niu, 2019).
· Planning
Management accounting predicts the possible future for a company's financial expenditures. It helps to keep the company up to date with new trends, and that will help the company to implement strategies to stay ahead in the competition.
[bookmark: _Toc50314787]2(b) Critically discuss the techniques by which the management accountant can achieve the above objectives.
There are various techniques of management accounting to ensure the desired objectives. Some of them are as follows-
· Analysis of financial statement:
Important financial statements regarding balance sheet and profit and loss account get evaluated by the management accounting. The technique helps the management to determine the growth rate of the business, and thus help is decision making (Guinea, 2016). Through financial statements, ratio analysis, and common-size statements, this evaluation is done.
· Marginal costing:
To determine the proper use of raw materials, other resources, and sales mix, fixing the selling price, decisions of buying, accepting or rejecting orders, etc. are decided by marginal costing techniques. The technique is based on variable and fixed costs.
· Budgetary control:
The budgetary control technique helps in controlling the financial performance of a company. Through this technique, the estimation of future financial requirements are determined, and the arrangements are made accordingly (Guinea, 2016).
· Decision making:
Comparing the relevant costs are important and an effective process of achieving the desired objectives for a company. By the comparison of different alternatives, the complexities of business and related problems can be solved. The technique of decision making helps the business to solve emerging problems.
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