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QUESRION 1

	Direct Labour
	£1.35 + 5p

	Direct Materials
	£1.75 + 15p

	Other Direct Costs
	£0.40



(a)    Calculate BEP= FC/CM = 180,000/ (£5.75 – £3.5) =80,000 units
80,000 units * £5.75 selling price = £46,000 revenues
(b)  Profit sales BEP 90,000 – 80,000 * (£5.75 – £3.5) = £ 22.500 revenue
(c)  FC+AC= 180,000 + 12,500 = 192.500
New FC = 192,000
New selling price = £5.75 + £25p = £6
Increase sale price by 5% for 90,000 = 4,500
90,000 + 4,500 = 94,500 units
New FC £192,000/(£6 - £3.70) = 192,000/£2.30 = 83,695 units
BEP = 83,695*6 = £502,173
Profit = 94,500 – 83.695 = 10.805*(£6 - £3.70) 
         = £10.805*£2.30 = £24.851


(d)  Break-even analysis is playing a very important parts in evaluating the cost, also spreading the cost out in an equal size, however in a company there are limitations that will appear during the operations of the business. One of the limitations of the break-even analysis is that not always the cost of the production will be the same, especially with the raw products that the company is using as the price od this may vary depending of economic situation more specific the external factors, in this case the materials used for sandals, leather can vary on prices, therefore the break-even analysis will be affected. Another limitation that the break-even analysis will face is that the fixed costs will no longer be fixed as the external factors changed them, therefore the analysis will not be clear enough, in this case the company will referring the equipment that is used during the production as the old equipment may be damaged, therefore a new equipment is required and the costs for that period will not be even. Going forward another limitation that the break-even analysis will be that other factors are not taken into consideration, such as external factors as this cannot be controlled by the company that is producing sandals and can be referred to the other companies that are producing cheaper, therefore the company has to adapt and also this not always is taken into the consideration.(Hussey, 1989)

Reference: Hussey R. (1989) Break-even Analysis. In: Cost and Management Accounting. Macmillan Professional Masters. Palgrave, London. https://doi.org/10.1007/978-1-349-19930-3_15

Question 2

(a) Management accounting is representing an important role in the company as it helps to develop to the highest standards in terms of controlling, planning and taking decision in financial department. In a business financial status is the most important as it help the company to growth or if is not profitable will help the company to see the wick points and it will have to be improved in order of the company to become profitable.  Another point that manging accounting is necessary is that it helps the company system is regulated according to the law, therefore the business will be able to follow the regulation of the finance system, so in this way the company will have opportunities and also avoiding to get any fines that are applying to a business system that is not according to the points of law.

(b) There are different techniques that can be applied in order that  management accountant will be able to achieve the objectives in order that the company will be regulated in terms of law, such as: employing staff are qualified in terms of accounting management and also are knowing the law that is referring to the finances of a business.
