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ACCOUNTING FUNDAMENTALS













QUESTION 1

a) Selling price £5.75
Variable costs (direct labour+direct materials+other direct cost) =1.35+1.75+0.40=£3.50
Fixed Cost: £180.000
Current salles: 90.000 units
Break even point unit 
=fixed costs/contribution per unit=180.000/2.25= 80.000units / sandals


Contribution per unit= selling price- variable cost/unit= 5.75-3.50= £2.25
Break even point revenue= Break even point unit*selling price= 80.000*5.75=£460.000

b) Calculate the profit made on sales of 90.000 units
Current sales 90.000
Break even point unit 80.000
Contribution per unit 2.25
Current sales-Break even point per unit*contribution per unit= 90.000-80.000*2.25=£22.500


c) Calculate new profit figure for the improved sandals.
New selling price 5.75+0.25p=£6
New variables cost 180.000+12.500=£192.500
New selling volume per units 5% *90.000 =4.500
                                                     90.000+4.500= 94.500
New contribution £6-£3.50=£2.30
New material 1.75+0.15=£ 1.9
New labour cost 1.35+0.005=£1.40
New variable cost 1.9+1.4+0.40= £3.7
New break even point unit=192.500/2.30=83.695 units
New break even point revenue=83.695*6=£502.170
New profit= New current salles -new break even point per unit*new contribution = 94.500-83.695*2.30=£24.851
 





d) Limitation of brake even analysis
The down sides of brake even point it’s often to simple because the most of the business will offer a range of products rather than just one particular product therefore you’re likely to work things out based au average price rather than price per item specifically.
Another down side of brake even point is that the output is not the same as the sales they actually will be achieved.
Brake even analysis also have strengths as well enables target setting to identify how much you need to sale also identifies likely fixed and variable costs.



QUESTION 2

a) Management accounting provides information that is needed to keep up with customer demands and competition in national and global market.
The importance of management accounting is seen in the forecasts that operational managers make to stay ahead of the production of both goods and services.
Budgets also influence the importance of management accounting.The creation of a budget takes flexibility and the collaboration of department heads to state their individual needs and goals.(hotspotfinance.com,2018,General Mgmt accounting,06.09.20)
b) Ratio analysis 
It is used to management in the discharge of its basic functions of forecasting planning ,communication.
Budgetary Control
Under this techniques, future financial needs are estimated and arranged according to an orderly basis.
Fund flow analysis
This analysis is very useful to know whether the fund is properly used or not in a year when compared with the previous year.(Important tools techniques used in management accounting ,11.03.2019 ,gyan post,06.09.2020)
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