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Question 1 
 A)
Total variable costs = direct material + other direct costs = 1.35 £ + 1.75 + 0.4 £ = 3.5 £
Total variable costs = 3.5 £ 
To find out contribution per unit:
Contribution per unit = Selling price per unit – variable costs per unit = 5.75£ - 3.5£ = 2.25£ 
To find out break-even point:
Break-even point = fixed costs / contribution per unit = 180.000£/2.25£ =80.000 units 
80.000 units x 5.75£ = 460.000£

B) Solent LTD manage to break even with the sale of 80.000 units per sandals, by doing that he manages to cover all the costs to manufacture this item.
The company (Solent LTD) record profit on whats done over 80.000 up to 90.000 equals 10.000 units.
90.000 - 80.000 = 10.000 units extra 
10.000 units  x  2.25 £ contribution = 22.500 £ 






C)    Advertising costs = 12.500£

 New fixed costs for the improved sandals = 180.000£ + 12.500£ = 192.500£
The new material costs = 1.75£ + 0.15£ = 1.90 £ 
New direct labour costs = 1.35£ + 0.05£ = 1.40 £ 
New variable cost for the improved sandals = new material costs + new direct labour costs + other direct costs = 1.90£ + 1.40 £ + 0.4£ = 3.70£ 
New selling price = 5.75 £ + 0.25£= 6.00£ 
New contribution per unit = New sale price per unit – new variable costs per unit = 6.00£  -  3.70 £ = 2.30£ 
New contribution per unit = 2.30£
Break-even point for improved sandals = new fixed costs / new contribution per unit = 192.500£ / 2.30£ = 83.696 units 
83.696 units   x   6 £ = 502.176£ 

New sales 90.000 x 1.05 = 94.500 units 
New profit figure = ( 94.500 units 83.696 units to break even )  x    new contribution = 10.804 units   x  2.30£ = 24,849.20£ 

D)
Break-even analysis is a useful tool for working out the minimum sales needed to avoid loses. However, it has its limitation.it makes assumption about various factors- for example all the units are sold, that forecast is reliable and the external environment is stable.
Expect variable costs increment at a consistent rate in accordance with the movement. Fixed expenses are just fixed in specific way. 


QUESTION 2 
A)  Critically discuss why management accounting is necessary, given that most businesses have to  prepare financial accounts in accordance with the law.
The management account is necessary and the financial accounts must be in accordance with the law so they cannot perform tax evasion.
The reasons that management account is necessary and helpful to:
· Keep track of the cash and other resource 
· Record transaction 
· Mesure financial perfomance ( income statement ) 
· Show the financial position ( SOFP ) 



B) Critically discuss the techniques by which the management accountant can achieve the above objectives.
The following points highlight the top twelve techniques management accounting. 
One of the techniques are:  
-Financial Planning 
-Analysis of Financial Statements 
-Standard Costing 
-Budgetary Control 
-Cash Flow Statement 
-Decision Making 
-Statistical and Graphical Techniques 
-Communicating.
 

