
[image: Text

Description automatically generated] 
 
 
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  	 	:  	Anca Ghizela Hotca 		 	 	 
 
Student ID 	 	:  	 2021006		 	 	 
 
Date & Time  	:  	 27.08.2021 	 	15:30PM	 	 	 
                                                                                                   
 
 
 
 
 
 
 
 
 
 

 
 
Question 1
a). Breakeven Point 
Break-even point in units = fixed costs 
                                        (Unit Price-Variable cost per unit)
                                       =350, 000/ (11-6)
                                      = 70,000
In units, the breakeven point is 70,000 units 

Break-even point in revenue = Fixed costs
                                           Contribution margin (unit price-variable cost per unit) ÷ unit price)
                                     = 350,000 / (11-6) ÷11
                                     = 350,000/ 0.454545
                                   = 770,000
In revenues, the break-even point is £770,000

b). Profits of 75,000 units
Profits= Total Revenue-Total expenses
Total revenues = No. of units sold × price per unit 
                         = 75,000 × 11
                          = 825,000
Total expenses= direct + indirect costs
                         = 350,000 + (6×75,000)
                          = 800,000
Thus, profit = 825,000- 800,000
                    =£25,000
c). New Profit of 80,000 units
Total revenue = No. of units sold × price per unit
                         = 80,000 × 13
                          = 1,040,000
Total expenses = direct costs + indirect costs
                          = 350,000 + (7×80,000 +10,000)
                          = 350,000 + 570,000
                        = 920,000
Profit= 1,040, 0000=920,000
          = £120,000

d). Limitations of Break-Even Analysis 
Breakeven analysis has many limitations. For example, one of the limitations of this analysis is it heavily relies on accurate data to be effective. For example, if the data provided is not reliable or accurate, then the accuracy of the break-even analysis can be misleading. What is more, when dealing with fluctuations in costs, using the break-even analysis approach may not be effective (Heisinger and Hoyle, 2018). This approach also fails to predict demand. While it can tell when a company will break even, it does not provide insight into how likely that is to happen. For example, it can help a company determine the revenues required to break even, but it does not determine the period it might take for that to happen or the probability of it happening in the first place. In most instances, demand for the products and services offered is not stable, thus, although there might be a gap in the market, the break-even point might in the end be more ambitious than initially anticipated (Heisinger and Hoyle, 2018). 

Question 2
a). Accounting is divided into management and financial accounting. According to Drury (2013), management accounting is primarily concerned with providing information to the internal users of accounting information such as company owners, shareholders and managers to help them make better decisions to benefit the company. Thus, while financial accounting focuses on providing external parties with financial information, management accounting focuses on aiding decision-making within an organization which is focused on improving the performance of the company. Management accounting provides specific-purpose information such as information related to specific marketing or investment activities while financial accounting provides general-purpose information such as the company balance sheet, income statement and cash flow statement (Drury, 2013). 

b). Budgeting
Budgeting is one of the most popularly used strategies by management accountants to attain management accounting objectives. According to Drury (2013), a budget is an internal financial document that is used by the managers of an organization to financially plan for the future year or beyond. It is used to guide financial activities within an organization such as the amount invested in different activities. According to Apostolides (2016), management accountants use the budgeting technique aimed at achieving management objectives. This is the primary purpose of preparing a budget within an organization. Companies develop a budget for many reasons such as the setting of objectives, planning and organizing activities within an organization, controlling and coordinating resources and also enhancing the commitment of managers (Drury, 2013).


Activity-based costing (ABC)
According to Apostolides (2016), activity-based costing involves assigning overhead and indirect costs to products and services within an organization. It helps identify the overhead and indirect costs related to certain activities within an organization. Drury (2013) indicates that the activity-based costing technique helps to establish a more reliable and representative basis for tracking and controlling costs within an organization. This not only helps reduce costs but also helps improve profits and revenues within an organization. This approach helps identify cost drivers of the activities undertaken within an organization and find ways to reduce the costs incurred (Drury, 2013). 

Customer Accounting
Customer accounting is a technique used by management accountants for strategic decision making. Customer accounting involves identifying, measuring, communicating and reporting economic information including sales, and profits related to a customer or a group of customers. Customers are some of the most important stakeholders within an organization. Thus, customer accounting helps management determine the group of customers that contributes highest sales or profits to focus on meeting their needs and wants and increasing their loyalty to the company (Apostolides, 2016). 
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