[bookmark: _Toc50311415][bookmark: _Toc50304179]BUSINESS MENAGEMENT
Module:Accounting Fundamentals
Student Name :Silviya Mineva ID :1912654
Lecture’s Name Riaz Bhatti




Table of content 
Question-01	3
a) Calculate the break Even point of the Sandals of Solvent LTD	3
b) Calculate the profit made on sales 90,000 units	3
c) Calculation of new profit figure after improvement	4
D. Discuss the limitations of break-even analysis	4
Questions: 02	5
a) Critically discuss why management accounting is necessary, given that most businesses have to prepare financial accounts in accordance with the law	5
b) Critically discuss the techniques by which the management account can achieve the above objectives	6
References	8


[bookmark: _Toc50314232]Question-01 
[bookmark: _Toc50311416][bookmark: _Toc50314233]a) Calculate the break Even point of the Sandals of Solvent LTD 
 i) Break-even point in terms of Units =
                                  (£180,000)   Fixed costs
                                  (£2.25)   Contribution per unit    
                                 = 80000 Units 
  Note: [Contribution per unit = selling price – (direct labor + Direct materials + other direct costs)]                                        = [5.75 – (1.35 + 1.75 + 0.4)]    
                                                   = 2.25                                                
ii) Break-even point in terms of Sales Revenue =

                                     (£180,000) Fixed costs
                                     (£0.391034) Contribution to sales 
                                  = £460,000  
Note: [Contribution to sales ratio=   [(selling price- variable costs) / selling price]
                                                     = [(5.75- 3.5)/ 5.7]   = .391034
[bookmark: _Toc50304176][bookmark: _Toc50314234]b) Calculate the profit made on sales 90,000 units 

	Particulars
	Workings 
	Total 

	Sales 
	(90000 x 5.57)
	5,17,500

	Less- Costs of goods sold
	(90000x 2.25) 

	2,02,500

  

	Contribution margin 
	
	3,69,000

	Less- Fixed costs 
	(1,80,000)
	 1,80,000

	Net profit margin  
	
	 1,89,000



Note:  Costs of goods sold = (Material cost+ Labor costs) & other costs ((1.35 + 1.75 + 0.4)] =2.25   
[bookmark: _Toc50304177][bookmark: _Toc50314235]c) Calculation of new profit figure after improvement 

	Particulars
	Workings 
	Total 

	Sales 
	(94500 x25)
	23,62,500

	Less- Costs of goods sold 
	(94500 x22.25) 

	21,02,625

  

	Contribution margin 
	
	2,59,875

	Less- Fixed costs (180,000+12500)
	(1,92,500)
	 1,92,500

	Net profit margin  
	
	 67,375


Note: Costs of goods sold (Material cost+ Labor costs) & other costs {(1.35 + 15) + (1.75 + 5) + 0.4}] =22.25   



[bookmark: _Toc50314236]D. Discuss the limitations of break-even analysis

1. The break-even analysis is based on the assumption that all costs and expenses can be clearly separated into fixed and variable components. However, in reality it may not be possible to clearly divide costs into variable and fixed types.
2. It assumes that fixed costs remain constant at all levels of business. Fixed costs are generally not limited to a specified level of activity.

3. The variable costs are assumed to vary according to the output volume. They are certainly working in practice, but not necessarily in direct proportions with output volumes.

4. If the price of the sale remains the same, then the revenues may not be straightforward. The price of a product depends on certain factors, including market demand , supply and competition.

5. The assumption that only one product is produced or the mix remains unchanged is difficult to find in practice.

[bookmark: _Toc50314237]Questions: 02 
[bookmark: _Toc50304180][bookmark: _Toc50314238]a) Critically discuss why management accounting is necessary, given that most businesses have to prepare financial accounts in accordance with the law 

Management accounting is a different accounting method rather than bookkeeping and financial accounting. It is closely connected, but more importantly, it provides financial information that facilitates management decision making.
Management accounting thus goes beyond the daily financial statements and concentrates more on preparation and long-term business decisions.
Management accounting has as a main role to assist managers in assessing product prices, including all details on cost, demand and profitability. Management accountants may also contribute to the assessment of the lifecycle and sustainability of current goods.
Management accounts offer primarily useful perspectives that help a company's management team make many of its choices. Also, it promotes business decision-making through a wealth of financial and statistical information, which is also enabled by strong accountable resources.
1. Review of the products 
By evaluating the current range of products one will obtain all of the financial and company data from the management accountancy that will help to decide precisely the things that are profitable, what are not profitable and how to overcome that. It will also provide valuable measures to understand how the rent ability of a single product has influenced the decisions.


2. Launching new products
It is much more important to have management accounts if you are attempting to launch new products in the market. It can contribute to any level from initial planning to implementation by providing a detailed overview of production capacity and a reasonable view of the market as a whole. It is important to know how much you charge for a new product, how much money you can earn and if more workers are worth helping to generate.
3. Staffing
Another field that can be extremely useful for management accounting is recruiting new employees in the organization. Decisions on new hires and wages can be a real headache. Managers will encourage to make the right decision by letting the organization know exactly what you are going to pay for the job, and the personal investments are supposed to deliver to achieve the objectives.


[bookmark: _Toc50304181][bookmark: _Toc50314239]b) Critically discuss the techniques by which the management account can achieve the above objectives 

Financial statements, also known as an income and expense declaration, is a report that allows a party to determine its monthly revenue and expenses. A financial also be added to a prenuptial agreement so that the parties would later be unable to withdraw the agreement on the allegation of disappointment or lack of full transparency in the decision to sign the agreement. A financial statement is prepared by the rules of making it and system invent by the accountant 
1. Standard Costing
Daily expenses are fixed. This involves a stick in the yard to measure the actual performance. If any, the causes of the variations shall be determined.
2. Marginal Costing
A marginal costing approach is used in the sales price description, selection of best product mix, optimization with regard to restricted raw materials or services, making or buying decisions, approving or rejecting bulk orders and the like. This concentrates on the fixed variable and cost of participation.
3. Budgetary Control
Future funding needs under Budget Control Technologies are estimated and arranged on a formal basis. It is used to track the financial performance of companies. Operations of the business are carried out in the desired direction.
4. Revaluation Accounting
In order for the capital to accurately balance with the value of the assets the fixed assets would be recalculated in compliance with an accounting concept of revaluation. It helps to calculate the fair return on employed money.
5. Decision-making Accounting 
A business problem can be addressed by selecting one of the best and feasible alternatives. The costs associated with this choice are calculated. The business challenge that arose from the dynamics of the organization itself is then solved using accounting information.
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