MODULE CODE: LCBB4001
ACCOUNTING FUNDAMENTALS
Beatricia Corsan
Student ID: 2013038
Accounting  Fundamentals Assessment 2
                              Lecturer : Widin Bongashu Sha’ven





  “In submitting this work, I affirm that my work adheres to the scholarly and intellectual standards of honesty and integrity. I affirm that this work is my work only and that in the preparation of this work I have not consulted any person. I affirm that I have not plagiarised or misrepresented the ideas or language of someone else as my own and that I have fully and accurately attributed any ideas or text of others to the sources and documented each source”.





QUESTION 1
Walk About 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.

a) Break even point units = fixed costs/contribution per unit
Contribution per unit= selling price per unit – variable cost per unit = £11- £6= £5
Break even point units = 350,000/5=70,000
Break evem point revenue = fixed costs /contribution ratio
Contribution ratio = contribution per unit/selling per unit=5/11=0.45
Break even point revenue = 350,000/0.45=777,777.78

b) Revenue = selling price per unit  x  Total units sold
Revenue = 11x75,000=825,000
Total VC= variable cost per unit x total units sold = 6x75,000=450,000
Total contribution = revenue – total VC = 825,000-450,000=375,000
Total profit = revenue –  (total VC + total FC)
Total profit = 825,000 – (450,000+350,000) = 25,000

c) New profit = total contribution – total FC
VC per unit = 6+1=7
Total FC = fixed costs + advertising =350,000 + 10,000=360,000
Total contribution = contribution per unit x Expected sales next year
Contribution per unit = selling price per unit – VC per unit = 13 – 7=6
Total contribution = 6x80,000=480,000
Total new profit = 480,000 – 360,000 = 120,000




d) Limitations of Break-Even Analysis
· BEA is not an appropriate method for long-range use, since it should be limited to short-range use only.
· The region used in the breakeven study should be reduced as it contributes to poor results.
· Sales costs were particularly difficult to do with breakeven research.
· In BEA, all is believed to be fixed, this suggests a static state and is thus not suitable to a complex situation.
· The expense in a given cycle may not be solely due to the production during that period.


    QUESTION 2 
a) Discuss the importance of management accounting, and how it differs from what financial accounting provides.
 Management accounting  Provides an internal review to direct the overall market plan. In order to facilitate decision-making, this method includes an effective cost estimate, budget specification, preparation and appraisal of making or purchasing choices. Essential for management accounting: improved customer service, continuity, assistance in drawing up strategies.
Financial accounting Is a mechanism requiring the gathering and processing of financial information to satisfy the decision-making needs of parties outside the company.

b) Discuss three techniques by which the management accountant can achieve the objectives of management accounting.
1. Analysis of Financial Statements:
The study is an attempt to assess the importance and significance of the financial statement data so that the prospect of potential profits, the capacity to cover interest and debt maturities and the viability of a sound dividend strategy can be predicted.
        
                     2. Historical cost Accounting:
Historical cost accounting offers historical management data on the cost of each task, process and organization, so that comparisons can be made with normal costs. 

[bookmark: _GoBack]                    3.  Standard Costing :
Standard costing is the establishment of the standard cost under the most effective operating environment, the contrast of the real cost with the standard, the measurement and review of the deviation, the object of which is to know the cause and to recognize the responsibility and to take remedial steps so that adverse accidents do not happen again.
