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QUESTION 1	
a) Break-even point; Let x be the break-even point
The price per unit * number of units = Cost per unit * number of units + Fixed cost
5.75*x = (1.35+1.75+0.40)*x + 180,000
5.75x = 3.5x +180,000
2.25x = 180,000
X = 80,000
b) Profit made on 90,000 units
Profit = Revenue – Variable Cost – Fixed Cost
           = 5.75*90,000 – (1.35+1.75+0.40)*90,000 – 180,000
           = 517,500 – 315,000 – 180,000
           = 22,500
c) New profit figure for improved sandals
Fixed cost will increase by 12,500, new fixed cost = 192,500
Material cost will increase by 0.15, new material cost = 1.9
Labour cost will increase by 0.05, new labour cost = 1.4
Selling price will increase by 0.25, new selling price = 6
Sales will increase by 5%*90,000 = 4,500, new number of units sold = 94,500
Profit = Revenue – Variable Cost – Fixed Cost 
           = 94,500*6 – (1.9+1.4+0.40)*94,500 – 192,500
           = 94,500*(6 – 1.9 – 1.4 – 0.40) – 192,500
           = 94,500*(2.3) – 192,500
           = 217,350 – 192,500
           = 24,850
d) Limitation of break-even analysis
· Break-even analysis in usually takes that the fixed costs are constant. This may not necessarily be the case for companies in the long run
· The analysis takes that the quantities of goods sold and goods produced are equivalent. The analysis does not consider that the quantity of goods held in the inventory at the beginning of accounting period might be different from the quantity of goods in inventory at the end of the period, hence goods produced for the period was not equal to goods sold
· In companies that produce different range of products, the analysis assumes that the sales proportion for the products is constant.
· The analysis assumes that variable costs are constant per unit of output.
· Break-even analysis is a cost only analysis and does not analyze how sales (price * number of units) changes at different price levels.









QUESTION 2
a) Why is Management Accounting necessary 
Management accounting is regarded as the process of creating financial reports, records and accounts for internal use. These internal financial reports provide financial information that helps management in making short and long term decisions which are vital to the smooth running of a company’s operations and the efficient management of its projects (Tuovila, 2020).
Management accounting can be critical for business when;
· Budgeting
Management accounting helps a business make the right decisions around where to invest the company's money and how much return to expect from their investments. Management accounting also creates financial plans for every department, project, new products and any other undertaking by the business.
· Launching new projects
From initial planning to execution of production decisions, management accounting can support the business by determining the production and operational capabilities of a firm. In this sense, management accounting assists the management in better decision making when launching new projects, both in regard to micro factors that stem from within the organization, but also externally.  
· Analyzing Cost 
As profitability is a function of both revenue and cost, most businesses analyze cost and try to keep them at a minimum. Cost analysis is a fundamental arm of management accounting that assists the management team to evaluate organizational expenses, and project the best strategies of keeping these costs within desirable limits. For example, costs related to sales and marketing of products can also be analyzed effectively over time, and in so doing assist the management team to adapt to changing economic needs of the market. Effective cost analysis therefore contributes significantly towards the sustainability and competitiveness of an organization in a particular market. 
· Reviewing products 
Management accounting provides the management team with critical financial details to help them evaluate different product and service offerings based on their profitability in the ever changing markets. In this regard, the management team can identify which products are making losses and what can be done to turn such situations around. Management accounting also provides metrics that assist the management team in understanding how their decisions have affected a specific product's profitability (Boyd, 2019).
b) Management Accounting Techniques 
· Capital budgeting
Capital budgeting is the manner by which firms evaluate potential significant projects and investments. These projects and investments are long term, and the management needs to determine whether they are worth funding through the company's capital structure which may include equity, debt or retained earnings, or not. The goal for capital budgeting investment is notably to enhance the value of the firm (Dayananda et al. 2002, p. 19).
· Margin analysis
Analysis of additional benefits of a product compared to its additional costs. Notably, the number or quantity produced is changed, and the benefits and costs resulting from the change are evaluated to conduct marginal analysis. If the change is relevant, then it would have an impact on management's decision making.
· Constraint analysis
Constraint analysis focuses on the challenges or drawbacks within an organization. Under this analysis, project managers should only focus on maximizing the utilization these challenges or bottleneck in the organization, since they have a significant impact on the overall profitability of the business.
· Inventory valuation 
According to Boundless Accounting (2020), inventory valuation involves the identification and analysis of the actual costs associated with a particular organization’s inventory of various offerings. This process implies requires the calculation as well as the allocation of overhead charges. The direct expenses related to cost of goods sold are also assessed and determined.
· Trend analysis
Trend analysis is the process of assessing a company’s financial information over a given period of time. The aim of this process is to determine the amount of change of a particular factor of production from one period to another with an aim of trying of identifying a particular pattern. This, in turn, helps the management team in forecasting future period's trends (DBS Partners, 2018).
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