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Management accounting plays a significant role in the development and achievement of success of a company and it helps the company to achieve its goals. In this paper satisfies two questions one is about the break-even analysis of Solent Ltd and next one is the importance of management accounting in achieving the goals and objectives of the firm.
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(A) Calculation of the break-even point (in units and revenues) of the Sandals for Solent Ltd.

Given,
Selling price of the sandals is £5.75
Variable costs:
Direct Labour cost- £1.35 
Direct Materials costs- £1.75 
Other Direct costs- £0.40
The fixed costs £180,000 and the company currently sells 90,000 units

Break-Even point (units) formula = Fixed Costs ÷ (Sales price per unit – Variable costs per unit) 
                           Fixed cost = £180,000
  Total variable cost per unit = (Direct Labour cost- £1.35 +Direct Materials costs- £1.75 
+Other Direct costs- £0.40)
= £ 3.5
 Sales price per unit= £5.75
So the break-even point in unit= £180,000÷ (£5.75-£3.5)
                                                    = £180,000÷ £ 2.25
                                                    = 80000 unit
Break-even point in revenues=   fixed costs ÷ (contribution margin÷ sales price per unit)
	= £180,000 ÷ ( £ 2.25÷£5.75)
	= £ 460000

B) Calculation of profit made on sales of 90000 units.
 Total sales amount = 90000 unit × £5.75 (sales per unit)
	= £ 517500

Total variable cost per unit= £ 3.5
Total variable cost of sales= 90000 unit × £3.5 (cost per unit)
	= £ 315000
Total cost = (total fixed cost+ total variable cost)
	= (£180,000 + £ 315000)
	= £ 495000

Total profit = (sales revenues- total costs)
	= (£ 517500 ̶ £ 495000)
	= £ 22500



C) 
New improved sales unit = 90000+ 5% of 90000 = 94500 unit
New selling price will be = £5.75 + £.25 = £ 6
New sales= £567000
New material costs = £ 1.75 + £ .15 = £ 1.90
New labour costs   = £ 1.35+ £.05= £ 1.4
Total variable cost per unit = (New material costs +New labour costs + other costs)
	= (£ 1.90 + £ 1.4+ £0.40)
	= £ 3.70
Total variable cost = 94500 unit × £ 3.70 = £349650
Total cost = (total fixed cost+ total variable costs+ new other cost)
New fixed cost= (£180000 + £12500) =£ 192500
Now,
Gross profit = (New sales ̶ new variable total costs) 
	= (£567000 ̶ £349650)
	= £217350
New profit figure = (gross profit- new fixed cost)
	= (£217350 - £ 192500)
 	= £ 24850



D) Discussion about the limitation of break-even analysis

There are many drawbacks of break-even analysis. Some of the problems are being discussed bellow

Assumption is not accurate all time: The assumption about the cost and revenues is not same all time because with the passage of time the variable and fixed cost may changes.
Vulnerability of variable cost: The variable cost does not remain same at all the time because the costs may increase or decrease with the changes in output and also the market price of the goods/
Problems in calculation: The business firm which sells more than one products, may face difficulty in calculation (Gritta, 2011).
Besides the break-even is not a decision making tool rather than it is a planning instrument.
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(a) Critically discussion about why management accounting is necessary, given that most businesses have to prepare financial accounts in accordance with the law.

Relevant cost analysis: to analysis the future cost of the company and its impact on the company’s future results, management accounting is a must. To calculate the effective cost, management accounting is needed (Olive, 2012).
Audience Targeting: Targeting the customers in variance with their age, sex, demography, occupation, management accounting helps more. So Solent Ltd needs management accounting to target their good customers. 
Make or Buy evaluations: It helps the Solent Ltd to to take a decision whether to make the products or to buy the products from the others sources. If the production is easy and cost effective then produce the products or go for buying (Weetman, 2019).
Define budget:  it helps the company to make budget and take budgetary decision for each department of the company and forecast the future in terms of future cost.
Controlling: management accounting helps the company to controls the performance of the employees and takes corrective steps about the performance deviation.
Planning: it helps the company to make a good plan for the company and achieve the goals and objectives of the company (Reinhardt, 2013)






B)  Critically discuss the techniques by which the management accountant can achieve the above objectives.
The main objectives of management accounting are to help the management in the process of planning, control and decision- making process.  So there are some technique by which the management accountant can achieve the objectives and goals. These are 
Financial planning: the main goal of financial planning is to plan the finance related activities properly that from where the Solent Ltd will collect the fund and the prospective investment sectors which will be fruitful for the firm (Hansen and Mowen, 2017).
Financial statement analysis: the management accountant of the Solent Ltd will analyse the financial statement consecutively to take the structured decision, to make a good plan for future and will control the company properly.
Fund flow Analysis: the Management accountant of this company will follow the fund flow analysis to forecast the future flow of funds for the company and make a good plan and take a structured decision for the future (Olive, 2012).
Cash Flow analysis: Cash flow analysis also helps the Solent’s management accountant to forecast the future cash flow of funds and achieve the goals and objectives of the company.
Budgetary Control: This technique will help the Solent Ltd to make a good budget and minimise the excess cost and achieve the objectives of the company.  
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In the last part it can be said that the break-even point shows that the Solent Ltd is at a good position in the market and will make more profit by this products. Besides the management accountant will helps the company to achieve its goals.
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