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Answer to the question 1 (a)
Break-even point calculation for Sandals of Solent Ltd.

Total variable cost per unit = (Direct labour+ Direct Materials+ Other direct costs)
				= (£1.35 + £1.75 + £0.40)
				= £3.5

Selling Price per unit = £5.75
Fixed cost of production = £180,000

Break-even point (in Units) = 
				=
				= 80,000 

Break-even point (in terms of revenue) = Break-even sales (in unit) * selling price per unit
					      = 80,000* £5.75
					      = £460,000
Answer to the question 1 (b)
Profit made on selling 90,000 units

	Particulars
	£

	Revenue (90,000* £5.75)
	517,500

	Less: Costs:
	

	Variable cost (90,000*£3.5)
	315,000

	Fixed cost
	180,000

	Total cost
	495,000

	Net Profit
	22,500




Answer to the question 1 (c)
New profit figure with improved Sandals
New variable cost per unit = (Direct labour+ Direct Materials+ Other direct costs)
			= (£1.40 + £1.90 + £0.40)
			= £3.7
New Selling price = £5.75 + £0.25 = £6.00
New sales units = 90,000*(1+0.05) 
		   = 94,500
	Particulars
	£

	Revenue (94,500*£6.00)
	567,000

	Less: Costs:
	

	Variable cost (94,500*£3.7)
	349,650

	Fixed cost
	180,000

	Advertising cost
	12,500

	Total cost
	542,150

	Net Profit
	24,850




Answer to the question 1 (d)
Break-even does not have practical assumptions- Goods are not being sold at different production levels for the same price. Moreover, fixed costs vary as demand changes. Level of production output and sales cannot be the same because of buildup of stocks or wasted output. Variable may not always remain the constant. As output increases, for example, the company will benefit from being able to buy inputs at a cheaper price reducing the variable cost/unit.  Most companies sell multiple product, so it becomes harder to measure break-even for the company. Break-even analysis can be used as a planning aid rather than an instrument for decision-making.
Answer to the question 2 (a)
Implementing Relevant Cost Analysis: Related cost analysis helps to set aside all costs which are unrelated to the decision and focus on what really matters at that particular moment in time. For example, there is a special order in the last month of the year. For such an order management needs to come up with a price very fast. Therefore, management needs to take in just the data applicable to that specific order to come up with a profitable price.
The management accountant's most important role is to undertake a relevant cost analysis to assess the current expenditures and provide recommendations for prospective projects. It needs to explore all possibilities to find out the best strategies to maximize profit before an organization takes any action. This implies that accountants in the management can evaluate various distribution channels, products, services, and marketing strategies to find the most viable business model.
When the management accounting team completes the appropriate cost analysis then management can make reasonable and evidentially informed decisions.
Controlling: Controlling is another significant part of accounts management.  It analyses the work of all units of the company and focuses on the financial results. That way, management can learn the reasons for both the loss and the benefit your departments have made. In such situations, reducing operating expenses is much simpler for top management. They can, for example, reduce pay in departments under pressure, or lay off employees. Whereas, they may also invest in highly performing branches, thereby increasing the overall profitability of the company.
Planning: Management accounting is important for the business since it can forecast business events by detecting financial patterns. As a result, senior management can design long-term business strategies by using the forecasts of management accounting. Ultimately, management accounting enable employees to work uniformly towards achieving your business objectives.
Answer to the question 2 (b)
Techniques used to achieve the objectives of planning, controlling, and decision making
Margin Analysis: Contribution margin analysis investigates the residual margin after the revenue is subtracted from variable expenses. This analysis is used to compare the amount of cash spun off by different products and services, so that management can identify the profitable products to be sold and products that are not profitable to terminate. Clearly, this is very useful for planning production strategy and making production decisions.
In reality, the price points used in the calculation of contribution margin will differ considerably, depending on the use of volume discounts, special promotions etc. As a result, the estimated revenue tends to be too high, resulting in high estimates of projected contribution margins.
Inventory valuation and product costing:  This technique determines the actual cost related to different inventories. So, it is useful to take make or buy decisions of raw materials. Apart from that, this technique is important to reduce inventory cost since it identifies the products that needs to be sold immediately. 
Standard Costing: This technique is ideal for controlling purpose since it identifies the deviations of performances from the set benchmark. As a result, management can plan accordingly by comparing results of deviations. The management accountant can also use this technique to prepare more accurate budget and recommend bidding cost for a particular job. 
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