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[bookmark: _Toc50314641]1(a) Calculate the break-even point (in units and revenues) of the Sandals for Solent1 Ltd.
BEP in unit= Fixed costs \ (sales price per unit – variable cost per unit)
BEP in units = £ 80000
BEP in sales= fixed costa\contribution margin 
BEP in sales = £ 80000 * 5.75 
[bookmark: _Toc50314642]1(b) Calculate the profit made on sales of 90,000 units.
Profit = (total no. of units – BEP in units) *(selling price per unit – variable cost per unit=
(£ 10000 * (5.75 – 3.5) 
= 10000 * 2.25
= £ 2250
[bookmark: _Toc50314643]1(c) The company decides to improve the product. It estimates that an advertising campaign to promote the new improved Sandals will cost £12,500. Improving quality will add 15p per unit to material costs and 5p per unit to labour costs. However they believe this will allow them to increase selling price by 25p and increase sales by 5%. Calculate the new profit figure for the improved Sandals.
S.P = £6
Direct labour = £ 1.4 
Direct material = £ 1.9 
Other direct cost = £ 0.4 
Fixed Cost = £ 180000
Variable cost = £ (1.4 + 1.9 + 0.4) = £ 3.7 
BEP in units = fixed cost / (selling price per unit – variable cost per unit) = 180000 / (6 – 3.7) = 180000 / 2.3 = 78260 (approx) 
Units = 94500
Profit = (total no. of units – BEP in units) *(selling price per unit – variable cost per unit) =
 (16240 * 3.7) - 12500 = £ 60088 – 12500 = £ 47588
[bookmark: _Toc50314644]1(d) Discuss the limitations of break-even analysis.
Break-even analysis has a significant role in decision making, and it is very easy to conduct and provides a measure of profit and loss and safety on various outputs. However, the method has a few limitations as well (SHROTRIYA, 2019).
· Break-even analysis acts as all of its outputs will be turned into revenue. However, this does not always happen.
· There are assumptions of products being sold at a different price to the customers at different markets. Depending on the outputs, the fixed cost vary.
· As businesses sell more than one product, the calculation of the break-even becomes complicated.
· As the variable costs change based on the rise of output and inputs, it is not always the same in measure.
[bookmark: _Toc50314645]2(a) Critically discuss why management accounting is necessary, given that most businesses have to prepare financial accounts in accordance with the law.
Financial accounting presents the financial statement of a company to its external stakeholders. Financial audits obtain if the outcome of the financial operations of a company is representing the financial statement to verify if the financial statement is according to the standards of Generally Accepted Accounting Principles (GAAP). The reports of financial accounting are filed annually. Whereas, management accounting is a daily operation to help in the decision making of a company. While financial accounting gives a good idea of external audience and investors, management accounting gives an idea of the former and future financial decisions. 
Management accounting is important because-
· Effective decisions on production
As new production has an uncertainty of profit, management accounting can help in making a decision regarding the cost-effectiveness (Speckbacher, 2017). Depending on the financial plan on production, management accounting take decisions like hiring external suppliers when needed. It helps the company to save its money and avoid any additional expenses.  
· Plan for future development
Managerial accounting focuses on the existing financial pattern of the company and analyses the recent situation in the company's profit. This helps to determine the plans to sustain for the long-term. Management accounting provides a suitable time to conduct an operation depending on the financial situation on the company's other operations (Speckbacher, 2017).
· Planning budget decision 
Management accounting has the ability to prepare an effective budget plan to provide the company profit. It helps to recognise former decision makings, activities, and investments to ensure a profound and sufficient budget plan for the future. This can save a lot of extra expenditure for the company.

[bookmark: _Toc50314646]2(b) Critically discuss the techniques by which the management accountant can achieve the above objectives.
There are various techniques to use in management accounting. The techniques are-
· Financial planning:
To attain the objective of gaining more profit, planning on the financial pattern is very important. A proper financial plan can enhance the profit by determining the former mistakes, incomplete activities, and wrong decision making. Financial planning will help to decide the future investments and thus can help in achieving the desired objectives mentioned above (МУТАР, 2018).
· Cost accounting:
Cost data of products, department, processing, marketing, etc. are presented through cost accounting. The evaluated cost data are then compared with the previous one and the desired one. By comparison, the management can recognise the factors responsible for the variation in the costs. This process helps the company to make effective decisions on cost-effectiveness.
· Analysis of cash flow:
To ensure profit, one of the important techniques is cash flow analysis. Cash flow analysis helps to determine the movement of cash through different levels. The analysis also helps to identify the reasons for the change in the cash and cash flow on a different period of the operation (МУТАР, 2018).
· Analysis of fund flow:
Similar to the cash flow analysis, analysing fund flow helps to identify different levels and movement of the fund. The analysis also helps to identify the use of the fund in the operations, and then it is compared with the previous year's fund flow. The process also helps to find out the working capital changes.
[bookmark: _Toc50314647]
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