[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  	 	:  	 Comendant Irina	 	 	 	 	 
 
Student ID 	 	:  	 2027756	 	 	 	 	 
 
Date & Time  	:  	 	 27.08.2021/15:47	 	 	 	 
                                                                                                   
 
 
 
 
 
 
 
 
 
 
 
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) Contribution per unit: selling price-variable costs
11-6=5
BEP in units: fixed costs/contribution per unit
350’000/5=70’000

1st way: 
              BEP in revenues: BEP in units*selling price
               70’000*11=770’000
2nd way:
              Contribution(revenues)=contribution(units)/selling price
               5/11=0,45454545
               BEP in revenues=fixed cost/contribution(revenues)
                350’000/0,45454545=770’000,008

b) 1st way:
               Current sells-BEP in units: 75’000-70’000=5’000
                Operating profit: 5’000*5(contribution per unit)=25’000

2nd way:
               Revenue=current sells*selling price
               75’000*11=825’000
                Variable costs=current sells*variable costs per unit
                75’000*6=450’000
                Contribution=revenue-variable costs
                 825’000-450’000=375’000
                 Operating profit=contribution-fixed costs
                 375’000-350’000=25’000

c) Fixed costs of production: 350’000+10’000=360’000
Advertising campaign costs:10’000
Variable cost per unit:6+1=7
Selling price:13
Current sells:80’000

1st way:
             Contribution per unit: current selling price-variable costs
             13-7=6
             BEP in units: fixed costs /contribution
         360’000/6=60’000
         (current sales)80’000-(BEP units)60’000=20’000
         Operating profit: 20’000*6(contribution per units)=120’000
         
2nd way:
              Revenue=current sells*selling price
              80’000*13=1’040’000
              Variable costs=current sells*variable costs per unit
              80’000*7=560’000
              Contribution=revenue-variable costs
              1’040’000-560’000=480’000
              Operating profit=contribution-fixed costs
              480’000-360’000=120’000

d)    Break-even analysis allows you to determine the break-even point. After counting the numbers, the question must be asked if the current plan is realistic, or is it necessary to raise prices, cut costs, or both. It is also necessary to consider whether the products will be successful in the market. While a break-even analysis determines the number of products you need to sell, there is no guarantee that a business will reach that amount.
   Ideally , this analysis should be done before starting a business in order to have a good understanding of the associated risk. But if the business already exist, it is necessary to conduct this analysis before launching a new product or service to determine if the potential profit is worth the costs of launching.
   Break-even analysis is very useful tool for determining the minimum sales volume that is required to avoid losses. However, it has its limitations. He makes assumptions about various factors- for example, that all units are sold, that forecasts are reliable, and the external environment is stable. If new competitors enter the market or an economic recession begins, it may take longer than anticipated to reach the break-even point.
   Many organizations add a margin of safety to the break-even level of an output when choosing a minimum sales target.
   Using the example of Kerrigan LTD, which assumed that investing in an advertising campaign would increase income in the future, a positive result can be traced using a break-even analysis. With an investment of 10’000 pounds in an add campaign and 1 pound improvement in product specifications, the company expect an increase in sales and product value. All this in turn will lead to an increase in profit of 95’000 pounds. 
   The forecast looks positive, but as I indicated above, there are a number of restrictions that can change these calculations: some external factors that were not taken into account in the calculations may affect, the fixed price per product may also change due to the emerging competitor, etc.





Question 2

a)    An enterprise will operate successfully if it directs all its resources and efforts to achieve the goal specified ai the plan, instead of acting according to circumstances. The organization must be efficient.
   An organization is effective when a planned goal is achieved. However, the firm is effective only when the goal is achieved, with minimal resources costs, both in kind and in monetary terms. 
   The role of management accounting in decision-making is significant. Management accounting revealed a clear bias for accounting purposes. From simple accounting of transactions, the emphasis is on analysis and interpretation to help management deliver the best results. Thus, management accounting excludes intuition, which is not always reliable and appeals to cause-effect categories.
   Financial and management accounting is necessary to obtain information about the financial position of the enterprise and to make management decisions. Financial accounting considers the quantitative aspect of all accounting objects of the organization’s activities, and managerial accounting considers their qualitative characteristics.
   When comparing financial and management accounting, a number of distinctive features can be distinguished:
- By users of accounting information (management accounting information is presented only to internal users, as it is, as a rule, a trade secret)
- According to the principles of accounting and the procedure for its maintenance (management accounting is conducted according to any accounting rules. The main thing here is the usefulness of the information)
- According to the temporal correlation of information (management accounting reflects completed information and contains plans for the future, answering the question of how it should be)
- By the degree of accuracy of the information provided (information must be accurate and objective, as well as verifiable. Management accounting requires the speed of data collection. Together with objective information, approximate and approximate estimates are used, which is sufficient for making a management decision)
- By the frequency of compilation and collection of information (for management accounting purposes, information is collected regularly and as needed. On responsibility for the quality of the information provided)
- By the scale of accounting (in management accounting reports- on individual areas and areas of activity).
   


b)   Three management accounting methods by which an accountant can achieve management accounting goals :
Planning(Planning is the beginning of any activity .
Planning sets the goals of the firm and determines the actions to achieve the goal. This is due to the development of short and long term pans to achieve the goal).
Control( Monitoring management processes, measuring, evaluating and adjusting actual results to implement the plan.)
Making decisions ( Decision making is the process of choosing among various alternatives )
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