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Question 1

Solent LTD
Product – Sandals
Selling price- £5.75
Direct labour- £1.35
Direct Materials- £1.75
Other direct costs- £0.40
Fixed costs- £180 000
Sales- 90 000 units

   A) Selling price – Variable Costs = Contribution per unit

£5.75-£1.35-£1.75-£0.40=£2.25

 = Break Even Point 
       = 80 000 UNITS 

          80 000 x £5.75 = £460 000 Revenue 

   B) (Sales – Break Even Point UNITS) x Contribution per unit = Profit 

        (90 000 – 80 000) x 2.25 = £22 500

   C)  Fixed Costs - £180 000+£12 500= £192 500
         Labour - £1.35+£0.05=£1.40
         Material - £1.75+£0.15=£1.90
         Other direct costs = £0.40
         Selling price £5.75+£0.25=£6
         Sales – 90 000+4 500=94 500 UNITS
         Cost of Sales = 94 000 x 6=£567 000
         Contribution per unit = 6-1.40-1.90-0.40=£2.30
         Break even point in UNITS
       = 83 696
    
         Profit = (94 500-83 696) x 2.30=£24 849.2

D)
Break even analysis are popular and used in many companies, however there are limitations to be considered.
Sometimes the expectations are not realistic, that’s why many businesses allow a safety margin. Very often same products are sold at different prices at different output levels which cause a variation in the fixed costs. In real life happens that the sales are distinct of the output, the company my end with a lot of stock unsold or/and wasted output. There can be also a change in the variable costs, for example another supplier can deliver inputs on a lower cost so the variable cost per unit will be lower than expected. The biggest issue in my opinion is that most of the companies are selling more than one product which makes the break-even analysis strenuous and time consuming to prepare. 



Question 2 
A)
Nowadays management accounting is important part of running a company. Preparing a financial statement is necessary part of the business and needs to be done at least once a year, it contains important information about the company’s financial health and helps taking a crucial decisions for the company future. It is mainly used by investors, creditors or high-level managers for evaluation of the financial performance of the company, however the financial report is required and regulated by the financial authorities. There are strict rules and standards for preparing a financial statement due to its use for a taxation decisions. The company may be taxed on the base of its assets or income, this information can be retrieved from the financial statement every year.

B)
Planning, control and decision making are part of obligations that all level managers should face on daily bases. There are different methods to conquer all these tasks. The decisions can’t be made on random choice they result from solving a similar problem or intensive search for a new solution which sometimes gives more than one opportunity.
The control is probably the hardest part of running a business. The manager should have in mind all reports been given, however to observe and be involved personally in as many operations as possible. The modern technologies are in great help ,so being informed about the innovations is very important.
Planning the company’s future is extremely time and money consuming. Often there are a lot of people involved, completing different tasks to examine all possibilities, however there is always a chance of failure. To minimize this the managers should consider the company financial stability and reports and to determine achievable goals.
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