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Question1
· Selling price £5.75
· 
· 

a) Calculate break-even point (in units and revenues) of the sandals for Solent 

· Break even units = Fixed costs / Unit contribution margin
·  = 80,000 units
· Break even revenue: 80,000 x 5.75 = 460,000 
Answer: £80, 000 units 
               £460,00 revenue 

b) Calculate the profit made on Sales of 90.000 units 
Profit = Sales x Unit Contribution Margin X – Fixed Costs


Answer: £22,500

c) The Company decides to improve the product. It estimates that an advertising campaign to promote the new product Sandals will cost 12, 500£. Improving quality will add 15p 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. 

· 
· 
· 
· 
· 
· 
Answer: £24,850 

Conclusion: Solent LTD have £460,000 based on break-even point revenue analyses. The profit made on sales of 90.000 units is £22,500. The new profit figure for improved Sandals constitute £24,850.  The company has registered a growth in its profit. 


d) Discussion the limitations of break-even analyses. 
Break even can be defined as the sales point at which the Company neither makes profit nor suffers loss. The analyses have its strengths such as it contributes to decision making process, by using this method will help in establishing targets an making smarter decisions regarding the future of the business. In addition to that it can help set better price for the product or service. Nevertheless, the analysis has limitations as well which must not be neglected. For example, the errors or misleading information can affect the results and it can lead to incorrect break-even analysis. The cost issue is another limitation, as not all costs can be categorised into fixed or variable cost some of them can be semi-variable.  (Bantas, 2012) 


Question 2
a) Discuss why management accounting is necessary, given that most businesses have to prepare financial accounts in accordance with the low. 

Management accounting has a series of benefits as it provides data necessary for the decision-making process. Besides that, it analyses and interprets data which assists in performance management. It provides effective management control and created harmony between internal and external stakeholders as well, furthermore, by controlling the costs of production results in ability to avoid loss. However, if the business decreases its profitability, management accounting is a crucial factor in determining the key indicators that are affecting the company and minimizing the risk and take further actions for company’s future. Most of the companies must follow the UK accounting standards such as Generally Accepted Accounting Practice, the accountant must abide by the legislation when preparing financial accounts. (Financial Reporting in the UK, 1990). Non-compliance with legislation may lead to fines or even more drastic consequences such as imprisonment.


b) Critically discuss the techniques by which management accountant can achieve the above objectives. 
There are numerous techniques that can be applied by management accounting to meet the company objectives. First of all, it is fundamental to create a plan and conduct an accurate financial analysis. Based on John Godlad research, essential techniques that can be used include internal audit, marginal costing, break-even analysis, budgetary control, financial and cost comparison etc. (Godlad, 1965)
Creating a financial plan not only helps to stick to it and meet the company objectives but also forecast potential risks and implement contingency plans in solving the problems. On the other hand, internal audit can support the management accountant in ensuring compliance with the laws. Besides that, it helps to increase efficiency and financial reliability as well. 
Marginal costing method is extremely useful in the decision-making process, it easy to operate; however, in the age of technological developments, the component of fixed costs in the overall cost structure may be sizeable. Also, the separable of the price into fixed and variable is difficult and can result in misleading results.

Conclusion 
To conclude, financial accounting has an essential role in every business; it helps establish whether the organisation is operating in the right direction, by analysing financial information such as profit, loss. As mentioned above the various techniques can be used by the accountant such as financial planning, break-even-analysis, financial and cost comparisons etc. Each method has strengths and limitations. It is why to understand the legal requirements, the type of company and its objectives constitute a fundamental aspect of accounting.
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