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[bookmark: _Toc50311415]Question-01 
[bookmark: _Toc50311416]a) Calculate the break Even point of the Sandals of Solvent LTD 
Break-even point in terms of Units =
                                  Fixed costs ((£180,000)
                                  Contribution per unit (£2.25) [5.75 – (1.35 + 1.75 + 0.4)]    
                                 = 80000 Units 
                                                            
Break-even point in terms of Sales Revenue =

                                     Fixed costs ((£180,000)
                                     Contribution to sales ratio (£0.391034) [(5.75- 3.5)/ 5.75]
                                 = £460,000  
[bookmark: _Toc50311417]b) Calculate the profit margin made on sales 90,000 units 
                                         Sales = (90000* 5.75) = 5, 17, 500
          Less: Cost of goods sold= ((90000*2.25)  =2, 02, 500
                                            Contribution Margin = 3, 69, 000
                                                    Less: Fixed cots= 1, 80, 000
                                                  Net Profit Margin= 1, 89, 000
Note: Costs of goods sold (Material cost+ Labor costs) & other costs ((1.35 + 1.75 + 0.4)] =2.25   
[bookmark: _Toc50311418]c) Calculate the new profit margin after the improvement 
                                         Sales = (94500* 25) = 23, 62, 500
      Less: Cost of goods sold= ((94500*22.25) = 21, 02, 625
                                            Contribution Margin = 2, 59, 875
                                                    Less: Fixed cots= 1, 92, 500
                                                  Net Profit Margin=      67,375

Note: i) Costs of goods sold (Material cost+ Labor costs) & other costs {(1.35 + 15) + (1.75 + 5) + 0.4}] =22.25, ii) Fixed costs (Fixed production overheads (180,000+12500)
[bookmark: _Toc50311419]d) Discuss the limitations of the Break Even point analysis 
Break-even analysis possess some limitations which are-- i) in break-even analysis it becomes very difficult to separate fixed and variable costs very clearly, ii) this analysis does not consider some semi-variable costs which are emerged during calculation which creates confusion for effective results, iii) It ignores the time element as all costs are changed over the period of time so here the comparison between the two period is not possible, iv) This analysis shows that sales revenue and variable costs are increased in proportionate but is practice it is seen that sales revenue and variable costs are very rigid in terms of increase so this analysis indicates low efficiency (Martinović, 2019), v) break-even analysis cannot eliminate the problem of recovery and cannot make comparison between two jobs without considering fixed costs, vi) Under this analysis marginal costs are not considered significantly whereas fixed costs is related to the variable costs which cannot provide accurate outcomes and vii) on the other hand break-even analysis ignores all factors other than costs and revenue (SHROTRIYA, 2019).      
[bookmark: _Toc50311420]Question-02 
[bookmark: _Toc50311421]a) Critically analyze why management account is necessary, given that most businesses have prepared financial accounts by law 
Management accounting helps the managers of the business organization to make effective operational decisions, intends to help to enhance the operational efficiency of the business as well as helps to take long term effective investment decisions. Management accounts refer to the financial accounts which contain the profit & loss accounts, cash flows forecast, and balance sheet which help to make further investment decisions. Management account is necessary for the business organizations as it also helps – i) to get better information as well as to analyze the relevant costs such as variable costs, fixed costs, and marginal costs, ii) to support in different investment decision like an investment in new projects, iii) to evaluate business performance through analyzing the financial statements such as profit & loss accounts, cash flows forecast and balance sheet, iv) to prepare the budget for forecasting the cots required for the next year and v) to control costs related activities within the organization and make a plan for obtaining the strategic business objectives in future (Chand and Sharma, 2020). 
Most of the business organizations prepare their financial accounts based on the standard laws to get the best results and provide accurate information for future business decisions.  According to the principles of GAAP such as regularity, consistency, the permanence of methods, continuity, dividing entities across, suitable period, and good faith in all transactions are followed (Ferreira, et al, 2019). 
[bookmark: _Toc50311422]b) Critically evaluate the techniques by which management account can achieve the above objectives 
Management accounting uses various techniques to get better results and obtain strategic business objectives. The most common techniques of management accounts are marginal costing, standard costing, break-even analysis, capital budgeting, budgetary control, cash flow statement, inventory valuation, and product costing, and trend analysis & forecasting.
Marginal costing- it is the technique in which variable costs of products are charged to the costs of units and fixed costs within a period and written off the full costs against the aggregate contribution. Marginal cost is the cost of products in which variable costs change with the output by which sandals for Solvent Ltd can determine the profit margin (Oboh and Ajibolade, 2017). 
Standard costing- Standard costing technique helps to determine the operating efficient conditions as its tool compares the actual costs with the standard costs which identify the gaps between the actual and standard costs, so with the help of this technique sandals for Solvent Ltd can control its costs.
 Break-even analysis- Break-even analysis is the most common technique of management accounts as it helps to determine the units sales as well as the sales revenue of the business in different sales units in along with identifying the break-even point which can help the sandals for Solvent Ltd to take the further decision of business growth (Armitage, Webb and Glynn, 2016). 
Capital budgeting- Sandals for Solvent Ltd can make an effective decision by using the technique of capital budgeting for new projects investment or capital expenditure budgeting as this tool helps to identify the net present value as well as the internal rate of return. 
 Budgetary control- to control costs from different business activities the sandals for Solvent Ltd can use the budgetary control technique as it helps to achieve a satisfactory level on return on investment of business.  
Cash flow statement- working capital is the lifeblood of business to maintain the perfect level of working capital within the company at times is essential. Sandals for Solvent Ltd can use this technique to ensure its sound liquidity capacity and strong financial position by proper maintaining of working capital (Cescon, Costantini and Grassetti, 2019). 
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