[image: ]


	LOCATION: LONDON
	LLEOLIAD: LLUNDAIN

	LEVEL 4
	LEFEL 4

	EXAMINATION PERIOD
	CYFNOD ARHOLIADAU

	JUNE 2021 TERM
	MEHEFIN 2021 TYMOR





MODULE CODE: LCBB4001 COD Y MODWL: LCBB4001
ACCOUNTING FUNDAMENTALS TIME: 9:00AM TO 4:00PM


Name	:  ANA  MARIA  DRAGOI	

Student ID	:  2027456	

Date & Time	:  227/082021  FROM  9AM  TO  4PM	

QUESTION 1


Kerrigan Ltd makes and sells product A. The current selling price is £11 and the total of variable costs per unit is £6. The fixed costs of production are
£350,000 and the company currently sells 75,000 units.


Required:


(a) Calculate the break-even point (in units and revenues) of product A for Kerrigan Ltd.	[10
marks]

(b) Calculate the profit made on sales of 75,000 units.	[10 marks]



(c) The company will make an advertising campaign costs £10,000 and will improve the product specifications, which will increase the variable cost per unit by £1. This is expected to allow the company to increase the selling price to £13 and the sales is expected to be 80,000 unites. Calculate the new profit figure for the improved product.	[15 marks]

(d) Discuss the limitations of break-even analysis.	[15 marks]



QUESTION 2


(a) Discuss the importance of management accounting, and how it differs from what financial accounting provides.
[25 marks]

(b) Discuss three techniques by which the management accountant can achieve the objectives of management accounting.
[25 marks]




END



Question 1


a) Here Kerrigan Ltd has been subjected to making as well as selling the product A. The break-even point (BEP) has been the point where costs of the production would be equal to the revenue of the products in the company. The company would be assessed to have its own BEP for the respective product A. 

Fixed cost = £350000
	
Contribution per unit = Selling price per unit- Variable costs per unit
Contribution per unit = 11 -6= £5

Break- even point = Fixed Cost/contribution per unit = 350000/5 = 70,000 units

Break-even Point (Revenue) = (Total Fixed Cost/Contribution as to sales ratio)

Contribution as to sales ratio = £5/£11 = £0.4545 per unit

BEP is (£350000/0.4545) = £770077

Breakeven point has been represented here as division of fixed cost by contribution made per unit as 70000 units. Break-even point over the sales can be addressed as contribution margin which is division of contribution by sales multiplied by 100 results in 45%. The BEP can be there division of the figure of fixed cost by the contribution margin and results in £ 770077.

b) The company has been put to have the search made over the profit that it has obtained from selling the 75000 units of the productions. The connotation of BEP states that there would be no such profit or any loss referred to the company under the system where the revenue and the costs have been identified as the same. There would be equilibrium attained. The point would accommodate the same value of the revenue with the same value of the costs and the asset of the market would be the same as before. Any increase in the variable cost of production would not help the distortion of the point. 

Sales = 75 000unitsx 11= £825000


Costs
VC = 75000*6 = (450000)
FC = (£350000)
Profit = Sales - (VC+FC) = 825000 - (450000+350000) = 825000 – 800000 = £25000
Here for the purpose of study, profit can be attained by contribution per the unit with the difference between sales and BEP sales. 
The break-even analysis has accrued respectively several limitations associated with the operation of the organization. 
· The analysis deals with only the costs associated there would not be any explanation made over the sales process.
· It is unable to state the sales taken over the products at various prices. 
· It always assumes the variable cost to be constant over per unit of the outputs where variable cost can be changed. 
· It shows the business to be selling all the stock of the products at the same price which is unrealistic
All the output has been sold
Breakeven works naturally on sales revenue. But in reality, the firms have been seen to be with inventory of unsold items. 
One product with one price
Most businesses sell their products at different prices across different markets to different customers. The analysis also ignores all the economics of the scale.  
Straight-line based cost and the revenue 
Under the condition of a firm forced to have adopted the lower prices against the higher output base due to the saturation of the market, there would not be any such revenue curve to be a straight line. Associated there would not be a semi-variable type of costs propagated to have the straight-line type of revenue curve. 


c) The company has been subjected to making an advertisement campaign that costs nearly £10,000 where it would improve specifications of the product under consideration if everything goes well. The variable cost then would be increased to £1 per unit. 
	
New selling price = £13

	New variable costs = £7 (6+1)

	new contribution = (13-7) = £6

	New fixed costs = £360000 (350000+10000)

	New sales volume = 80000

	
	
	

	New BEP = New fixed cost/New contribution = (360000/6) units = 60000

	
	
	

	Profit = (New Sales Volume - New BEP) X New contribution = (80000 - 60000) X 6 = £120000




The selling price would be increased by £13. The sales have been considered to be 79500 units. The study would try to associate the figure of the net profit resulting from the improved quality of the products. The new profit would be 120000.
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a) Discuss the importance of management accounting, and how it differs from what financial accounting provides.

Planning 
Under this head a great exposure of the financial information, non-finance based information can be represented at the regular intervals may be week-based or fortnight based to respective management. There have been associated forecasts, in-depth analysis as well as budgets attached to assist the whole management process to get momentum in the planning made over the business operations. 
Decision making 
· Identify the early signs of the problems 
Through the management over the accounting pace, the company naturally has possessed identification over if there is product revolving with loopholes across the system. The management of the accounting became successful there in aiding a way to overcome the constraints early and further avoid all the losses that would be perpetually manifested in the business. 
· Have a strategic management 
From using the information, the organization can develop decisions about the continuation of the product or the modification of the product sale strategy if needed. In absence of any law over it, there would be an association of more analysis and investigation made so strategies can be developed.  
Financial accounting always focuses on the creation of the financial statements shared internally as well as externally among the stakeholders as well as the public. On the other hand, managerial accounting has been trying to focus upon the operational reporting that would be agile shared within the respective company. 
b) Discuss three techniques by which the management accountant can achieve the objectives of management accounting.
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Managerial accounting or cost accounting or management accounting can be referred to as a branch over accounting that has been concerned with effective identification, measurement, and analysis with interpretation over the accounting information. It helps the managers being used to making the informed degree of operational decisions. It naturally seeks the analysis of the various events as well as operational metrics so that right edge translation of the data would be obtained around the useful information. 
Margin Analysis 
The margin analysis would primarily concern having the incremental benefits associated with the optimization of the production. Margin analysis would be developed around the calculation of breakeven points that determine optimal sales-mix for products of the company. Break-even induced point (BEF) can be expressed as a division of the fixed costs by subtracted product between revenue per unit and variable cost per unit. 
Constraint Analysis 
The analysis over production lines associated with the business would be identified by the constraint analysis. It helps the business to assess principal bottlenecks, inefficiencies created in the intervention of the bottlenecks as well as impact over the ability of the company to have generated the revenues and the profit levels. 
Capital Budgeting 
The process of capital budgeting has been concerned with effective analysis of the information required for making the necessary notes of decisions associated with capital expenditures. There can be related operations of NPV or the Net Present mode of Value as well as IRR or internal rate over the return for helping the managers decide over decisions of the new capital budgeting. 
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