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Question1 

a) Calculate break-even point (in units and revenues) of the sandals for Solent. 

The first step we will calculate breakeven point in units which are equal to Fixed Costs ÷ SP (Sales price per unit) – VC (Variable costs per unit) 

· Selling price £5.75
· 
· 

Formula 


·  = 80,000 units
· Break even revenue: 80,000 x 5.75 = 460,000 

Answer: 80,000units
               £460,000 break even revenue 
Conclusion: The break-even point in units is 80,000 units and the break-even revenue is 460,000. 

b) Calculate the profit made on Sales of 90.000 units 


Answer: £22,500

Conclusion: The company has increase in growth as the profit made on Sales of 90,000 is £22,500. 
c) The Company decides to improve the product. It estimates that an advertising campaign to promote the new product Sandals will cost 12, 500£. Improving quality will add 15p 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. 


· 
· 
· 
· 
· 
· 

Answer: £24,850 

Conclusion: The company estimated new profit for improved Sandals will be 24,850. 

d) Discussion the limitations of break-even analyses. 
Break-even point is considered the level of sales at which profit is zero. The limitations of break-even analyses include inefficiency for long-range us. Also, the variable costs do not stay the same. For example, if the outputs rise, the business may benefit from being able to buy inputs or decrease the prices. Besides that, the regular changes in circumstances can reduce the usefulness as a forecasting tool. The focus is concentrated on planning rather than decision making aspect. (Mitchell, 2020) Break-even analysis is useful for one product analysis at a time as it may be slightly challenging as they may be a tendency to continue to use a break-even after the cost and profit functions have been modified.



Question 2
a) Discuss why management accounting is necessary, given that most businesses have to prepare financial accounts in accordance with the low. 

Management accounting has a vital role in the successful running of an organisation as the financial reports elaborated by this department contributes to the decision-making process and company performance. Management accounting is vital for planning operations, setting goals, designing policies accounting information can be used in forecasting potential risks and take necessary actions in managing the budget. Furthermore, according to it increases management efficiency.  However, the requirement of preparing financial accounts following the law comes with its advantages and limitations. According to the Companies Act 2006, the directors must provide accurate financial information about the business situation. Also, the regulations can vary on the size of the company, whether it is small, medium or large. The Companies House recognises IFRS and UK GAAP financial reporting frameworks. The organisations must file abide by regulations and file a copy with their accounts. (Companies Act 2006, 2009)


b) Critically discuss the techniques by which management accountant can achieve the above objectives. 

The management account can rely on using various techniques that may help it achieve its objectives such as margin analyses which can help in the decision-making process and maximize the profit. Also, the constraint analyses mainly focus on bottlenecks within the firm, which controls the overall profitability of the business. (Draman, 2002)
Capital budgeting includes a set of analyses such as discounted cash flows, internal rate of return, breakeven analyses, discounted payback, real options. These methods determine the required data, which helps in increasing the chance of profitability and helps in taking the right action for business success. Another critical aspect is inventory evaluation may be used to ensure the company financial situation is stabilized.




Conclusion
In conclusion, financial analysis has a vital role in assessing company performance. The reports provided by management accounting reveal the strengths and weaknesses of the firm. Management accounting is critical for planning operations, designing policies accounting information can be used in forecasting potential risks and take necessary actions in managing the finances. Break-even point analysis helps to determine if the company has a profit increase or suffer loses. As mentioned above, it helps to take necessary actions to prevent that to happen in the future. An accountant can use various techniques to obtain the required data; however, they must firmly abide by the regulations related to financial accounts to avoid negative consequences for the firm reputation.
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