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QUESTION 1
a) Break-even point in units and revenue:
Selling price= £ 5.75
Direct Labour = £ 1.35
Direct Materials= £1.75
Other Direct Costs= £0.40
Fixed cost of production=  £180.000
Variable cost : 1.35+1.75+0.40=£3.5
Contribution cost: 5.75-3.5= £ 2.25
Break-even point in units (fixed cost/ contribution per unit): 180.000/2.25= 80.000 pairs of sandals
Break-even point in revenue (Break -even point in units* selling price): 80.000*5.75= £460.000


b) Profit made on sales
Current sales- break-even point in units*contribution per unit: 90.000-80.000*2.25= £22.500
 	
c) New profit figures 

New selling price: 5.75+0.25= £6
New labour price: 1.35+ 0.05= £1.40
New material cost: 1.75+ 0.15= £1.9
New variable cost: 1.9+ 1.40+ 0.40= £3.7
New fixed cost: 180.000+ 12.500= £ 192.500
New current sales: 90.000	+4.500= 94.500 units
5% increase of sales: 90.000*5%= 4.500
New contribution 6-3.7= £2.30
New break-even point in units): 192.500/2.30= 83.695 pair of sandals
New break-even point in revenue: 83.695*6= £502.170
New profit : 94.500-83.695*2.30= £ 24.851
d) Limitation of break-even analysis

The volume of production where total costs equal to total sales revenue resulting into a no-profit no-loss situation is called as break-even point. Also, if the output of product falls below that point, we can say there is loss and if output exceeds that point there is profit.
In this context, the break-even point can be used to determinate the selling price which will give the desired profits, provides suggestions for shift in sales mix, helps in making inter-firm comparison of profitability, it reveals business strength and profit earning capacity of a concern without much difficulty and effort and also is an aid in management decision-making (e.g., make or buy, introducing a product etc.), forecasting, long-term planning and maintaining profitability.(Sangram Pant) 
The advantages of break-even analysis enable a business organization to measure profit and losses at different levels of production and sales. It predicts the effect of changes in sales prices and Analyze the relationship between fixed and variable costs. Also, predict the effect of cost and efficiency changes on profitability.
On the contrary, the break-even point develops disadvantages and assumes that sales prices are constant at all levels of output, assumes production and sales are the same. Another disadvantage can represent the time consuming to prepare the break-even charts and it can only apply to a single product or single mix of products. ( Slover Mat,2020)
In conclusion, Solent Ltd company made a profit after the decision that it was implemented to improve the quality of the product. 















QUESTION 2
a) Why management accounting is necessary:
Management accounting is about gathering costs appropriately so that businesses can take appropriate decisions relating to manufacturing and selling their goods and services.
Management accountants are involved in establishing the costs incurred in producing the output of a business and in maintaining a budgeting system that provides managers with the capability to plan and control activity and so meet the objectives of the organization, and also preparing any information of a financial nature that managers and other decisionmakers. (Frank, Wood’s,2015, p.705)
Management accounting can be known as the process of identifying, measuring, interpreting and communicating information to assist them in planning, risk management and decision- making. 
Moreover, it can be defined as an important tool that can be used on how to make the company’s future better.

b)
In this context, as the above definitions of management accounting were described, management accounting has a number of techniques that are being used into the organization.
Relevant costs analysis, where the managements accountants needs to analyze different sales channels, products, services, and marketing activities in order to find the most profitable business model. Another factor, audience targeting, is defined as an anchor of the business, so each company has to create a buyer person who will analyze the value of every customer group to detect the most lucrative units. 
Controlling is another important aspect of management accounting as it evaluates the work of all company units and makes conclusions related to the financial performance which will provide the reasons for both the loss and the profit generated by the departments of the company.
Management accountants’ step in to analyze former activities and define investments for the future actions. Also, they will create financial plans for each department, project, marketing campaign, new product, or any other undertaking.
Cash flow analysis is defined as the movement of cash from one period to another that can be find. The reasons for cash balance and changes between two periods are also find out. It studies the cash from operation and the movement of cash in a period. (Money Maters )
One of the last benefit of management accounting comes from its potential to detect financial patterns and predict future developments. This factor allows the changes to be up to date with the latest industry trends, which means it can react in a timely manner and implement strategies that allow the organization to stay head and shoulders above competitors. (Joseph McLean,2018)
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