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Q1
(a) Claculate the break-even point (in units and revenues)of the Sandals for Solent Ltd.

*Fixed costs/unit=(180,000/90,000=2)£2

Variable cost =£3.50(Direct Labour 1.35+Direct Materials 1.75+Other Direct costs         
                                   0.40=3.50)
Price/unit-£5.75

BEP-Formula:Fixed costs/ (Sale Revenue-Variable costs )

BEP=180.000/(5.75-3.50)=80,000 units

BEP in revenue=(80,000x 5.75)=£460,000
(b)Calculate the profit made on sales of 90,000 units.

Profit per unit: Formula =Revenue per unit-(Fixed cost per unit+ Variable costs per unit)  
                                                       
Profit per unit=5.75-(2+3.50) =5.75-5.50=0.25

Profit per 90,000 unit=£22,500(90,000x 0.25)





(c) Calculate the new profit figure for the improved Sandals.

New selling price= £6 (5.75+0.25)
New variable costs= £3.70 
New contribution per unit=£2.30(6-3.70)
New fixed costs=£192,500(12.500+180.000)
New sales volume=£94,500(90,000x5%(sale increase))
New BEP= New fixed costs/(New sales-New variable cost)
                  192,500/(94,500-3.70)=192,500/94.496=£20,3712






(d) Discuss the limitations of break-even analysis.

Break-even analysis is a tool used by managerial accountants in order to determinate a minimum amount of sales that an organisation needs in order to avoid losses .This tool is an assumption based on the forecasting of number of sold products as long as business environment is stable. It is a planning tool not a business decision-making since the variable costs are not the same all time.
As we can see in Solent Ltd they can increase in selling price and in sales is not a fixed selling price it allows to improve the product Sandals and to increase the profit.





Q2
 (a)Management accounting is flexible is not following the standards comparing to financial accounting who is highly regulated and follows standards.
The three functions  of management accounting are planning(to formulate business strategy, activities ,budgeting) decision-making and control.
Comparing to financial accounting is private ,detailed, forward looking, financial and non-financial information.
Financial accounting helps customers ,suppliers of goods and services ,lenders ,employees ,competitors ,government to assess the solvency and liquidity of business
Management accounting it is used to make simple decision to increase economy and budget in business.


















(b)The management accounting is very important in a business to create , to protect and increase value. 
 Management accounting is concerned with the provision of information to the managers of the business. The major features of this form of accounting are: detailed information, forward looking, frequent reporting intervals flexibility ( Peter Atrill ,David  Harvey and Edward McLaney-  Accounting for Business 3/E 2001 pp13)
Accounting is concerned   with collecting ,analysing and communicating financial information. Sometimes the impression is given that the purpose of accounting is simply to prepare financial (accounting)reports on a regular basis. While is true that accountants undertake this kind of work ,it does not represent and end in itself the ultimate aim of the accountans work is to give users financial information (Peter Atrill, Eddie McLaney -Accounting and Finance For Non-Specialist 10/E 2017  pp2)
       Management accounting topics are:
   ~cost classification- the amount of resources measured in monetary 
   ~break- even analysis 
~ budgeting  -a plan of action  prepared in advance of the period to which it relates it sets out the costs and revenues (we have two types of budget periodic and continual or rolling)
~investment appraisal- new products and production  methods ,financing
.
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