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Answer to question 1
Required
a) Calculate the break-even point (in units and revenues) of the Sandals for Solent LTD
BE units = FC/CM=180,000 : 2,25 = 80,000 units
BE (revenues) =80,000 * 5,75 = 460,000 

b) Calculate the profit made on sales of 90,000 units
Revenues (90,000 *5,75) = 517,500
(-)V.C (90,000 * 3,5) = (315,000)
(-)   F.C                      = (180,000)
Profit = £ 22,500


(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.
New F. C = 192,500
New V. C = £ 3,7
New S. P =  £ 6,00	
New sales level = 94,500 units
New BEP = 192,500 / 2,3 = 83,695 units
(94,500 – 83,695 ) * 2,3 = 24,851

(d) Discuss the limitations of break-even analysis.
Break-even analysis is necessary to be very beneficial and useful to decision making  (Atrill, McLaney, 2015). Also, break-even charts are comparatively easy to build and deliver managers with information on break-even forecasts, margins of safety, and profit and loss at different output levels. Break-even analysis is an advantageous instrument for working out the minimum sales needed to avoid losses. 
We may now say and describe some vital limitations which must be considerate while using break-even analysis:
1. So, in the break-even analysis, we should maintain the entirety constant. The selling price is expected to be fixed and the cost function is limited but the practice will be different, will not be in the same way.
2. Profits have a function of other factors like technological change, improvement in the art of management.
3.  It is hard to divide ‘Fixed’ and ‘Variable’ costs exactly.
4. We can see by the marginal cost principle, a firm may opt for excessive order at a lower price, ignoring the plant capacity.
5.   In checking costs, marginal costing is not beneficial in concerns where fixed costs are immense to variable costs.
6.  Regarding the simple form of a break-even chart makes no provisions for taxes, especially corporate income tax.
7.  Break-even analysis avoids the reality that competitors may modify their products/and or prices.



Answer to question 2
a)
Management Accounting determines performance and financial data that admit managers to prepare further plans conferring to accessible information. Small and medium businesses, particularly those in the state of the start of the growing demand quick and effective decisions to further improve their revenue and market competitiveness. For those reasons, managers should have intuition into all aspects of business operations to conclude further actions.
Managerial Accounting is vital and is the model of accounting that provides financial information to managers and decision-makers within a company or organization. Managerial accounting, such as weekly or daily budgeting, is used to help managers make decisions that increase the organization's operational effectiveness and efficiency. 
Managerial accounting support business plan, prediction, and budget at an enterprise-wide level to ensure the company's long-term success, performance, and competitiveness. Also, entails elements of the company's financial results, including revenue, sales, operating expenses, and cost controls. The fundamental function of Management Accounting is to aid the management to execute its function efficiently. However, the function is necessary and important to planning, organizing, guiding, and controlling.
· Provides data – This is an important factor for management planning
· Modifies data – The modification of data can be helpful for management and can be more clear.
· Communication – This function is necessary for every business to communicate and give information for different levels of management.
· Analyses and interprets data - The accounting data is considered significant for effective planning and decision-making.
· To assist in planning – Is important in planning and formulate policies to make a prediction about products, selling the inflow and outflow of cash.
· To  assist in organizing – Making budgets is to deliver tools for every center.
· Decision Making – Management accounting offer analytical information about different alternatives and making it more accessible.
                                                         
   Objectives of Management Accountant:
1. User information
2. Planning and policy information
3. Decision making
4. Motivating
5. Controlling  
6. Coordinating operations
7. Reporting 
8. Help in organising

b) 
Techniques of Management Accounting
· Financial planning - Require determining both long-term and short-term financing objectives of the company. Each company needs to determine the sources of raising funds.
· Budgetary control –is involves planning and coordinating different models of activities like the production of goods.
· Marginal Costing  - is useful to measure the profitability of different lines of production.
· Decision Accounting – is one of the most important techniques and this involves maximizing profit.
· Standard costing – is a vital technique to control performance and costs.
· Control Accounting -  It represents techniques of standard costing, budgetary control, control reports and statement, internal check, internal audit, and reports.
· Ratio Accounting – represent trend analysis, comparative financial statements, ratio analysis.
· Revaluation Accounting – This technique is also important and necessary for the maintenance of the capital in real terms
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