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 QUESTION 1 

a) Selling price £5.75
Variable cost:    Direct Labour £1.35
                           Direct Materials £1.75
                           Other Direct Costs £0.40
Total variables costs = 1.35 +1.75+0.40= £3.50
Fixed costs £180.000
Current sales 90.000units

BREAK EVEN POINT UNIT (B.E.P U)

B.E.P U= fixed costs/contribution per unit
Contribution per unit =selling price-variable costs per unit
                                   =5.75-3.50=£2.25
B.E.P U=180.000/2.25 =80.000 unit per sandals

BREAK EVEN POINT REVENUE (B.E.P R)

B.E.P R =B.E. P U * selling price=80.000*5.75=£460.000

b) Profit made for 90.000 units
Current sales -B.E. P U*contribution per unit
90.000-80.000*2.25=£22.500

c) New profit figure 
New selling price 5.75+0.25=£6
New variable cost: New Labour cost1.35+0.05=£1.40
                               New Materials cost 1.75+0.15=£1.9
                               Other Direct cost £0.40
New variable cost =1.40+1.9+0.40=£3.7
New contribution per unit =new selling price -new variable cost
                                          =6-3,70=£2.30
New current sales 90.000*5% = 4.500 units
                              90.000+4.500=94.500 units
New fixed costs 180.000+12.500=£192.500
New B.E.P U =192.500/2.30=83.695 units
New B.E.P R=83.695*6=£502.170
New profit = new current sells -new B.E.P U* new contribution
                  = 94.500-83.695*2.30=£24.851

d) On the calculation that we have it is a sliced increase after the investment and advertising has been made. This means that is a profitability for the company.
[bookmark: _Toc50306438]Limitation of BEP analysis:
There are certain limitations and drawbacks of the BEP along with its benefits. It is based on certain assumptions that are not realistic in nature. It assumes fixed and variable costs must be separated but it is very difficult for the businesses to define and separate the fixed and variable cost of the businesses. In addition to this, this analysis is based on the assumption that the selling price of the products or services remains constant and does not vary in the market, but it is a totally unrealistic assumption (Tsorakidis et al., 2011). It is very natural that the selling price of the goods or services is determined based on the variation of the relationship between demand and the supply of the particular related goods or services. In addition to this, this analysis method makes the assumption that sales and production are the same they both are very different activities and divisions of the organization. This may influence the analysis and its results which in turn may affect the decision of the managers in the companies (Cafferky, 2010). Apart from this, it is not applicable to the large product portfolio but can be applied to the single product of the company only that may not support to make decisions regarding the determination and forecasting the units to be sold for each product in the portfolio. Hence, these limitations can influence the use of BEP in Solent Ltd and can influence the decision of the manager in Solent Ltd. 



                                
Question 2:
Management Accounting Importance:
Management Accounting is a very critical and effective process and practices that are
used by businesses for reporting the information and making important decisions to
achieve the goals of the businesses. Management accounting requires all the registered
organizations   to   prepare   the   financial   statement   and   reports   including   the   financial
transaction   to   reveal   the   information   to   stakeholders (Drury,   2013).   Management
accounting enables the businesses to record all the transactions during the year in the
primary accounting books and then the ledge and final accounts are prepared. Financial
statements are prepared including the balance of the ledgers by following the IFRS,
GAAP, and accounting laws. 
The   financial   information   along   with   non-financial   reporting   is   presented   through
management accounting reports and techniques that are considered by the stakeholder
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Question 2:
a) Management Accounting Importance
Management Accounting is a very critical and effective process and practices that are used by businesses for reporting the information and making important decisions to achieve the goals of the businesses. Management accounting requires all the registered organizations to   prepare   the   financial   statement   and   reports   including   the   financial
transaction   to   reveal   the   information   to   stakeholders (Drury, 2013).   Management accounting enables the businesses to record all the transactions during the year in the primary accounting books and then the ledge and final accounts are prepared. Financial statements are prepared including the balance of the ledgers by following the IFRS, GAAP, and accounting laws. 
The   financial   information   along   with   non-financial   reporting   is   presented   through management accounting reports and techniques that are considered by the stakeholder for   analysing   the   performance   of   the   business   and   making   decisions   regarding investment (Ward, 2012). Periodical statements are prepared by every organization for ensuring   good   information   to   stakeholders   and   transparency   in   the   operation.
Management accounting enables organizations for gathering detailed data and facts and presenting the information and data through the statement and periodical reports.
Accounting information is required for planning and controlling the performance of   businesses   and   providing   detail   about   the   progression of the businesses   to stakeholders (Ward, 2012).   Management   accounting   reveals   information   regarding profit   or   loss, all   the purchase, sales   revenues, expenses, environmental changes, strategic performance, the strategic announcement of the entity, and others. 
b) The technique of management accounting:
There are many kinds of techniques in management accounting that can be applied by the businesses and management accountant for assisting to prepare a statement and attaining the purpose of the organization (Drury, 2013). Trend analysis, budgeting, cost accounting, break-even analysis, marginal costing, inventory valuation methods, ABC costing method, and others can be used by the accountants for developing the financial reports   and   statements   of   the   organization   and   improving   the   provision   of   the information for planning and controlling within the businesses. 
Budgeting   is   a   very   important   tool   of   the   MA   that   is   used   by   the   accountants  for providing effective   information about   the forecasted expenses and income  which  is considered by the manager at the time of planning and controlling the performance (Shim et al., 2011). It enables the management in the company for making decision regarding strategies and business   activities in the planning for the businesses.  The figures and forecasted measures are used as the benchmark by the businesses for comparing with actual performance and controlling the deviation in the performance. 
Costing methods may enable the accountants to determine and identify the cost of the organization and to include the cost in the income statement. There are many methods for costing such as marginal costing, ABC costing, absorption costing and they can cause   differences   in   cost   figures   in   the   statements (Vanderbeck, 2012).   Inventory valuation methods such as LIFO and FIFO are two important methods that can affect

the income of the businesses. Hence, this method may aid the accountant to determine the cost and show the income according to the objective and situation of the company.
It may aid to determine the plan that what to do to gain higher profit.
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