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Answers 
Question 1 
a) Break-even point in units = 80,000 units 
Break-even point in revenue = £ 460,000
BEP unit - Calculated as follow: £180,000/ (£ 5.75 - £3.5 ) = 80,000 units, where £180,000 is fixed costs, £5.75 sale price and £ 3.5 variable cost per unit 
BEP Revenue – 80,000 x 5.75 = £ 460,000 
In order to reach Break-even point, Solent Ltd need to sell 80,000 units and £460,000 in revenue 
b) Profit made on 90,000 units sold is £22,500
 90,000 sold – BEP units 80,000= 10,000 units sold over BEP.
Profit : 10,000 * (£5.75- £ 3.5) = £22,500 where 10,000 is units sold over BEP , £5.75 is selling price and £ 3.5 Variable costs per unit.
c) New profit figure for improved product = £ 24,851.5
New fixed cost: £180,000+£ 12,500 = £ 192,500
New Variable costs :            
	Other direct costs 
	£ 0.40

	New Material cost 
	(£ 1.75 + £0.15)= £ 1.90

	New labour cost 
	(£ 1.35 + £ 0.05 ) = £ 1.40



New Selling price : £ 5.75+£0.25 = £ 6
New units sold : 90,000+ 5% = 94,500 units sold 
BEP units : £192,500 / (£ 6 - £ 3.7) = 83,695 units , where £192,500 is new fixed cost , £ 6 is new selling price and £ 3.7 is new variable cost
BEP revenue: 83,695 * 6 =£ 502,170
Profit : 94,500- 83695 = 10,805 units sold over BEP , therefore 10,805 *(£6-£3.7)= 24,851.5
d) Break- even analysis is used to understand the amount of revenue needed to cover total costs, it is used to calculate the point where all costs are covered but no profits made.( Wood’s ,2008)
Limitation of Break-even analysis includes the assumption that all costs can be  divided clearly between fixed and variable when in reality cannot always achieve clear division, as an example, commissions paid on increased sale percentage that can also be considered Semi-variable. Break-even analysis cannot foresee market changes, inflation or changes in variable costs due to material loss, unexpected occurrence such as labour sick pay or unplanned increase in material costs. For example, in the technology market the sale price can change drastically because of competitors, if a new cheaper product is released on the market from competition, a company might need to change selling price and therefore affect Break-even point and make the previous calculations irrelevant to the current situation. Break - even analysis cannot predict unexpected situations and is based on current facts, it is an important tool to consider but not the only one to look at when trying to make decisions on planning future operations and investments.( RMIT University, 2017)
Question 2 
a) Management accounting is supporting a company's management in taking future decisions, plan and control. To make business decisions managers need relevant and structured financial and economic information. In comparison, Management accounting can develop within the company and has no strict principles, Financial accounting needs to follow Generally Accepted Accounting Principles (GAAP) which means that financial accounting is limited and can only be based on past facts. Even if the companies are not required by the law to have management accounting, without a sophisticated management accounting system businesses cannot make important future decisions. If Financial accounting only analyses past performances and based mostly on numbers, Management accounting is crucial for planning, control and decision making that implies considering possible future activities, costs or business environment, it is more detailed and can provide data that is tailored to specific users as well as products type.( Caplan,2012)
b) In management accounting we will use different tools and techniques that can help managers to understand what decisions and how to plan future actions. Such tools include Financial planning, where the main objective is profit, every organisation needs to aim for profit and therefore plan its finance very carefully. Another useful tool is cost accounting, this allows managers to understand the historical price data and compare it with possible future costs either for product, process or departament. Budgeting and budgetary controls, the purpose of budgeting is converting plans into funds or budget allowed, future financial needs are accordingly arranged into a specific order so it can draw a certain direction of the business plans.
Other relevant tools for management accounting are based on Financial accounting information ( Ratio analysis , analysis of financial statements ) or future informations such as business forecast or project evaluation but as previously mentioned, decisions, planning and control need to be based on more than one analysis from management accounting as well as financial accounting reports.( Wood’s,2008)
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