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Question 1:

a) Variable cost=£1.35+£1.75+£0.4=£3.5
Contribution= selling price- variable cost=£5.75-£3.5=£2.25
BEP(units)= 80,000(units)
BEP(revenue)= 80,000units*£5.75=£460,000

b) Profit= (90,000units-80,000units)*£2.25=£22,500
c) New material cost=£1.75+£0.15=£1.9
New labour cost=£1.35+£0.05=£1.4
New selling price=£5.75+£0.25=£6
New sales volume=90,000units+5%=94,500 (units)
New variable cost= £1.9+£1.4+£0.4=£3.7
NEW Contribution=new selling price-new variable cost= £6-£3.7=£2.3
New Fixed cost=old fixed cost+ advertising campaign cost= =£180,000+£12,500=£192,500

New BEP(UNITS)= = 83,696.6522(UNITS)

Profit= (94,500units-83,695.6522units)*£2.3=£24,850
Answer: New profit figure for the improved Sandals is £24,850.












d) Limitations of break-even analysis:
Break-even analysis is used by businesses to help inform decision making. There are some limitations to it as a decision-making tool, some of them are shown below:
· Does not take into account fixed costs, fixed costs do vary when output changes;
· Unrealistic assumptions that prices remain constant at all levels of output;
· Does not take into account any unexpected changes to variables e.g. selling price and variable cost can fluctuate;
· Analysis is being complicated with multiple products;
· Ignores other factors;
· The simple form of a break-even chart makes no provision for taxes, particularly corporate income tax;
· It usually assumes that the price of the output is given, that can be realistic only under the conditions of perfect competition;
· Forecast sales may not be achieved and hence, even though the break-even point is known, it may not be achieved;
· Targets set may be too high, creating stress;






















Question 2:
a)
	Management Accounting is that field of accounting which deals with presenting and providing accounting information to the management in a systematic way so that is can carry out its management functions of planning, controlling and decision-making in a productive and efficient way (Raj Vardhan, 2016).
While financial accounting is the part of accounting bothered with the summary, analysis and reporting of financial transactions related to a business. This involves the preparation of financial statements available for public use (kwhs, Wharton, upenn.edu, 2011). Financial Accounting is highly regulated than management accounting.
Nowadays businesses tend to use both finance and management accounting, first one being a must imposed by the law while the second one being a choice.
The reason of businesses using management accounting is as follows:
Management accounting is less regulated thus being easier to use. It is based on analysing and interpretation of financial statements, planning and policy making, decision-making, controlling, coordinating, communicating and evaluating the efficiency and effectiveness of policies (Raj Vardhan, 2016).
Management Accounting is forward-looking, and it serves as an indicator of company’s profitability and success. Only managers within the organisation use the normally private management accounting data. Management Accounting information is model based with a degree of abstraction in order to support generic decision making. It provides detailed and detailed information about products, individual activities, divisions, operations and tasks (Ladda, Dr R. L. 2014).
Management Accountant is expected to maintain and control office routines and procedures like filing, copying, communicating, data processing etc.
Management Accounting highly depends on internal control system existing in the organisation to identify the weaker sections of the organisation (Raj Vardhan, 2016).

b)
In order to achieve its goals and objectives, management accounting is using several techniques, I am going to explain some of them below:
Activity based costing is an accounting attitude that allocates cost to activities based on their resource consumption. Activities can then be related to results, services and projects.
Data dredging is a brute force method of data analysing that is trying to match known statistical information to large sets of data. At risk of finding patterns that are meaningless noise.
Data mining is the analysis of a large storage of data to find meaningful patterns of information. Typically starts with an assumption that you want to confirm with data.
Demand forecasting is the practice of predicting the market interest for a product or service.
Cost benefit analysis is a general term for comparing the costs of a business strategy with its foreseen results (Spacey, 2015).
Margin Analysis is primarily preoccupied with the cumulative benefits of increased production. It is one of the basic and important techniques in management accounting. It incorporates the calculations of the break-even point that establishes the optimal sales for the company’s production.
Capital budgeting is preoccupied with the investigation of information required to make the necessary decisions related to capital expenses. In capital budgeting analysis, management accountants calculate the net present value and the internal rate of return to help managers to decide on new capital budgeting decisions.
Inventory valuation and product costing involves the identification and analysis of the actual costs related with the company’s products and stock. The operation generally insinuates the calculation and allocation of above charges, as well as the assessment of the direct costs related to the cost of goods sold (Corporate Finance Institute, 2019).



Reference:

Corporate Finance Institute. (2019). Managerial Accounting - Definition and Techniques Used. [online] Available at: https://corporatefinanceinstitute.com/resources/knowledge/accounting/managerial-accounting/.
kwhs.wharton.upenn.edu. (2011). Financial Accounting - Definition from KWHS. [online] Available at: https://kwhs.wharton.upenn.edu/term/financial-accounting/.
Raj vardhan (2016). Management Accounting. [online] slideshare.net. Available at: https://www.slideshare.net/rajvardhan7/management-accounting-63668091?fbclid=IwAR24dfe8XbyapTr53YPiMDeZKeFicrphF3ScqAHhfsj6fDLJknTuf88MCA8.
Spacey, J. (2015). 21 Management Accounting Techniques. [online] Simplicable. Available at: https://simplicable.com/new/management-accounting-techniques.
Ladda, Dr R. L. BASIC CONCEPTS OF ACCOUNTING.Lulu.com. ISBN 9781312161306.[self-published source]


"Financial Accounting - Definition from KWHS". The Wharton School. 28 February 2011. Retrieved 13 July 2018.



1

