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QUSETION 1

	Direct Labour 
	£1.35 

	Direct Materials 
	£1.75 

	Other Direct costs 
	£0.40 

	Total variable costs
	 £3.50



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

	Selling price £
	Variable costs £
	Contribution margin per unit £

	5.75
	3.50
	2.25



Break-even point= fixed costs/ ( selling price – variable costs)= 180000/ ( 5.75 – 2.25)= £80000

Calculate the profit made on sales of 90,000 units.
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(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.
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QUESTION 2

Part A
On-board accounting, also referred to as managerial accounting, helps break down and record budget data that can be used by the organization to increase its efficiency and profitability. It presents budget data in normal periods, using clear procedures, such as standard costs, insignificant costs, risk checks and accounting. In any case, the data needed to settle the administrative choice rely entirely on fiscal reports. In this way, it becomes extremely important to maintain records without errors. Apart from a few inconveniences, this happens as a valuable device for better business management. Administrative accounting, also called administrative accounting, is an accounting strategy that makes items, reports, and records that help executives make better choices identified with the performance of their business. Administrative accounting is used mainly for internal purposes.
Importance of administrative accounting
[bookmark: _GoBack]The main purpose of administrative accounting is to help the administration of an organization to skillfully develop its capabilities: organization, sorting, coordination and control. On-board accounting supports these capabilities in accompanying ways:
1. Gives information: To be filled in as a key source of sorting information. The recorded information captured by the administrative accounting shows the development of the business, which is valuable for the forecast.
2. Break down information: Accounting information is entered in a substantial way by establishing proportions and predicting models. These data are then broken down for stacking and dynamic. For example, you can organize the acquisition of different things in terms of time, understanding of the supplier and insight into the region.
3. Helps for meaningful conversations: Accounting management can be used as a method of conveying strategy throughout the association. In the main stages, he outlines the authoritative practicality and consistency of various fragments of an agreement. He then talks about the progress of the plans and functions of various gatherings for its implementation.
4. Helps to achieve goals: It helps to turn authoritative techniques and goals into practical business goals. These objectives can be achieved by imposing cost controls and standard costs, which are key elements of on-board accounting.
5. Use of subjective data: Management accounting is not limited to quantitative data for dynamic. It examines subjective data that cannot be estimated in terms of cash. Industrial cycles, the quality of innovative work are part of the subjective data of the models that businesses can collect using unique research.



Part B
Procedures in management accounting
To achieve business goals, administrative accounting uses different procedures and techniques/tools:
Minor review: This study has benefits against different types of costs. He mainly manages the advantages of the extended creation. It involves establishing the plane of the initial investment point, which requires knowing the advantage of the business mix of the organization. Here, the mixing of transactions is the degree of an item that a business has sold, compared to all external transactions of that business. This is used to decide the unit volume for which the gross business transactions are equivalent to be added to consumption. This value is used by administrator accountants to decide the focus of the value for different items.
Imperative review: Management accounting checks the requirements for benefits and income in respect of an item. It explores the main bottlenecks and the problems they cause and outlines their effect on income, earnings and income.
Capital Planning: This is an investigation of data to decide on choices identified with the use of capital. In this review, administrative accountants establish the net present value and internal rate of return to assist directors in selecting capital planning as the calculation period of compensation or determining the accounting rate of return.
Inventory valuation and calculation of the value of items: This is negotiated with real costs for goods and endeavors. The cycle for the most part involves recording overheads and estimating the direct costs associated with the cost of products sold.
Model verification and evaluation: This essentially manages the varieties in the cost of the items. The following information is useful for identifying strange examples and finding effective approaches to distinguish and solve hidden problems.
Administrative accounting can characterize the pace and cycle of improvement of an association, although it has its drawbacks. At this stage, we realize that the data for settling the administrative choice depend on the budget reports. Therefore, the quality or disadvantage of the accounting choices made relies entirely on the nature of the master records. Different supervisors can then decrypt similar data in different ways, relying on their abilities and commitment to the field. This route may have a predisposition in a dynamic cycle.
The administrative accounting framework is more appropriate for larger companies that are at the top of development. This is possible on the grounds that the organization can manage the costs of implementing a framework and even appoint experts to do everything possible to protect the organization from future emergencies.
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Total revenue = 90000 units * 5.75 = £517 000 

Total expenses = 315 000 variable costs + 180000 fixed costs = £495 000 

 profit = total revenue – total expenses = 517 000 -495 000 = £22 000
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Direct Labour  £1.35 +£0.05=£ 1.40

Direct Materials  £1.75 +£ 0.15 = £1.90

Other Direct costs  £0.40 

Total variable costs = £3.70

Selling price = 5.75 +0.25 = £6.00

Sells= 90000 *5% = 94500 units

Fixed costs = 180000 +12500 = £192 500

Contribution per unit = 6.00 – 3,70 = £2.30

Break-even point= 192500/2.30 = £83 695.65

Total expenses = 94500 *3.70 = 349650 variable costs + 192500 fixed costs = £542 150 

 Profit = total revenue – total expenses = (94500 *6) – 542 150= 567000 – 542 150 = £24 850


