[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  	 	:  Desislava Hristova Radeva	 	 	 	 	 	 
 
Student ID 	 	:  	 2030540	 	 	 	 	 
 
Date & Time  	:  	27/08/2021  	 	14:45	 	 	 
                                                                                                   
 
 
 
 
 
 
 
 
 
 
 
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] 
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[bookmark: __RefHeading__116289_1397549398]QUESTION 1
[bookmark: __RefHeading__116291_1397549398]a) Break even point
BEP = Fixed cost / Contribution per unit
	= 350000 / 5 (11-6)
	= 70000 Units
Break even point in revenue: 70000 * 11
	= 770000
 from  the above calculation it can be identified that  the break even revenue  for the Kerrigan Ltd.  In addition to this,  the units  of 70000 need to be developed by the organization in order to  obtain the situation  of no profit  or loss.  Break even  point will provide assistance in gaining proper knowledge. 
[bookmark: __RefHeading__116293_1397549398]b) Profit made on sale
	Sales
	825000 (75000 * 11)

	Less:
	

	Variable cost 
	450000(75000 * 6)

	Contribution 
	375000

	Less:
	

	Fixed cost 
	350000

	Profit 
	25000


	  On the basis of above table it can be signified that   profitability  from making ale of 75000 units is  25000.
[bookmark: __RefHeading__116295_1397549398]c) New profit figure
	Sales
	1040000 (80000 * 13)

	Less:
	

	Variable cost 
	560000 (80000 * 7)

	Contribution
	480000

	Less:
	

	Fixed cost 
	350000

	Profit 
	130000



	The net profit figure   achieved from the  above  illustrated table it can  be identified that the company will be able  to generate profitability of 130000. 
[bookmark: __RefHeading__116297_1397549398]d) discussing the limitations of break even analysis 
 	There are few limitations of utilizing BEP  in organizational  process  in order to identify situation where it can cover all expenses.  The foremost drawback  of using this specific analysis technique is that it is based on various  assumptions  that all cost and expenses can be clearly  separated into fixed and  variable  components. In general  it  is not possible  to make proper classifications between  variable and fixed expenses  which is not possible and become difficult to implement. 
	It is assumed that all the fixed cost associated with it is  constant at all the level of production.  In addition to this,   it is one of the major issue that organization faces executing the particular action (Angsoka  and Aliludin, 2020.).   This is as well assumed that  all  variable cost concerned with  organizational process keep on varying.  On the basis of this two assumption it can be articulated that  output of organization  highly get affected from  it. 
 	 In break even analysis it is as well though that   break even analysis has the disadvantage of  paying attention on  selling price to be unchanged. It gives proper revenue lien stream in   for achieving success (Cao and et.al.,  2021).   In practical world selling price keeps on changing which is largely get affected from the prevailing demand and supply situation.   BEP does not take this into  practice while making decision.   Product mix  will remain unchanged which  is difficult to found in practice.  
	From the stated information it can be identified that it includes various unrealistic assumption into consideration  that lead to provide irrelevant decision.  These limitations need to  highlighted  while including this into important decision making procedure.    It helps in analysing the extent to which it can result in taking irrelevant decision making.
[bookmark: __RefHeading__116299_1397549398]



QUESTION 2
[bookmark: __RefHeading__116301_1397549398]a) 
	Management accounting is concerned with  identifying, measuring,  analysing and interpretation  and communicating financial information so that strategic  decision can be made.  Thee are various areas in which management accounting play crucial role and ensures that organization  get benefited from this. 
	Importance of management accounting   includes  planning,  decision making,  identifying lack areas,  strategic management, etc. there are various benefits that companies irrespective of scale  of operation derives  by implementing  management accounting.   It  provides  assistance in  making effective planning fro managing  monetary resources (Mahmoudian and et.al., 2021).  It assists in getting proposition to achieve appropriate knowledge so that proper decision can be taken.   Management accounting measures performance so that prevailing lacking area can  be identified  in turn higher efficiency can be achieved by implementing suitable action.    There are various objectives of organization which needs certain  level of funds   so that proper accomplishment can become  possible.  
	Management accounting aims at  setting  target fro each division   in priorly so that  checking lacking areas  so that executing proper action can become  possible. Optimum utilization of resources becomes possible by applying management accounting into operational practices (Maheshwari,  Maheshwari and Maheshwari, 2021). It gives ability to give  better  services to customers   by offering quality products at fair prices.  Reduced cost,  optimum utilization of resources, etc  enable the firm to set  higher profitability margins.   This allows firm to be  raise its liquidity b y generating larger level of   gains. Reliability and relevancy in business procedure  can be attained by having  management accounting. 
 In comparison with financial,  management accounting   focuses on both monetary and non  monetary  information.  Financial accounting  pay attention on covering only monetary data therefore it is specific. Management accounting can be prepared at any time as per the requirement whereas  financial accounting is formulated  at the end of  accounting period.
[bookmark: __RefHeading__116303_1397549398]b) Discussing the techniques with management accountant can achieve objectives of management accounting 
 There are various objectives of  management accounting like declining cost, proper decision making, eliminating irrelevant aspects, increasing efficiency and profitability, etc.  Management accountant can  sue following  techniques
 Trend analysis and forecasting 
	 it  is basically concerned with identifying  patterns that  are prevailing  due to variations in product cost.  This is one of the crucial activity that is largely concerned with  identifying  unusual patterns which can be eliminated by  implementing   efficient ways  to overcome such  issues (TRUHACHEV, KOSTYUKOVA  and BOBRISHEV, 2017).   Management accountant can largely give consideration to this tool to make significant forecasting of unforeseen circumstances  for which proper action can be made. 
Inventory valuation  and product costing 
	it is associated with examining  actual  cost of products & services  that are generally  involves making assessment of available resources in turn market forces can be met (.  This technique will beneficial for management accountant to meet its long term objectives.
Constraints analysis 
	 This is basically identifying prevailing actions which are hindering  organizational performance. In addition to this,  it play significant role in removing aspects which are lowering profits, revenue, etc. that will provide assistance in desirable position.
	 These are the techniques which helps in gaining the ability to analyse the prevailing situations in effectual manner so that objectives can be attained   and sustainability in industry can be promoted in effectual manner.
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