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Question 1 
Sandals selling price at £11
Total Variable cost - £6
Fixed Cost of production - £350,000
Current sells of 75,000 units
Required Solutions
a) Calculation of break-even point (in units) of the product A
Calculations: 

Break Even point =      __________Fixed Cost                              = _____£350,000_____			                        
     	             Sells price per unit – Variable cost per unit		(£11 - £6)	

= _____£350,000__    = 70,000 units	70,000x £11 = £770,000 revenue	                        
                   £5


b) Calculate the profit made on sales of 90,000 units 
Profit = Revenue (Units sold x selling price) – Expenses(Fixed + Variable Cost)
= (75,000 X £11) – (£350,000 + (75,000 X £6)) = £825,000 – £800,000 = £25,000
profit for 90,000 units sold



c)  The company decide to improve the product A.  The advertising campaign will cost £10,000. (Fixed Cost). The overall fixed cost will be: £350,000+ £10,000 = £360,000
The improvement will add up £1 per unit (Variable Cost) the new variable cost will be £6 + £1 = £7
Product will sells at £13
Sales to be 80,000units



Calculations: 
Profit = Revenue (Units sold x selling price) – Expenses(Fixed + Variable Cost)
80,000 x £13 – (£360,000 + (80,000 x £7)) = £1,040,000 – £920,000 = £120,000 profit


d) Limitations of Break-even analysis 
Even with all known advantages that the break even analysis contributes to the businesses, there are also many limitations.
For example an instant fluctuation of the prices is not taken into an account. In the very fast paced business environment the prices for materials cannot be stable all the time, thus the break even analysis cannot be very accurate in certain cases.
Moreover fixed cost is also changeable, because of different factors. Output can affect the fixed cost. Large quantity of sales may require an additional space for example or paying additional fees for transactions.
From the other side if the company does not sell as much as predicted may decide to cut off some cost.
Variable cost is also subject of change. There may be an event that require an additional cost to occur. For example a machines has broken down an a specialist is called to repair it. That cannot be expected in the break-even analysis but cann affect the overall figures. 
When it comes to multiple products break-even is not very efficient as when it is applied to a single product (Kaplan and Atkinson, 2014).
In a long term perspective the break-even analysis are not applicable too.

Question 2
a) Management accounting importance and how it differ from financial accounting 
Management accounting provide an important information mainly for the internal members of the organisation. It is necessary to use management accounting because it help the business to understand better the performance by compare to other accounting periods. Also it can prevent major financial problems such as bankrupt by identifying financial issues in advance. Furthermore Management accounting help the business in the planning, decision making and control processes (Atrill and McLaney, 2016). This is possible by the created reports of the financial position of the business. They can illustrate the available assets, liabilities and equity of the business, which is essential for the managers to make better decisions. Finally the reports made by the management accounting can be used even for external users of the business. For example investors that want to invest in the business or people who want to buy shares (if the business is public).


b) 3 Techniques by which management accountant can achieve the objectives of managing accounting.

Ratio analysis
Ratios helps the accountant to analyse performance of the business. There are number of different ratios which are giving information about different areas of the financial situation of the business. Ratios are showing whether the business is able to generate enough cash compare to the invested capital, or giving information of how long does the businesses need to get paid for its products. In other cases the ratios may express the amount of inventories hold for a period of time (Atrill and McLaney, 2016).  
Breakeven point analysis
Break even analysis are very helpful for the business. It helps the management to understand the amount of sales needed for the business in order to cover its expenses. It is used in manufacturing industries due to the repetitive nature of the production (Edmonds et al., 2009). 
Statement of financial position
The analyse of the statement of the financial position help the accountant to understand the current situation of the business. It is a report that compare the assets of the business against its liabilities (Atrill and McLaney, 2016).
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