[image: ]









MODULE CODE: LCBB4001
ACCOUNTING FUNDAMENTALS
Student name: Lora Yonova
Student ID:1917344
                                                            Lecturer: Riaz Bhatti
                                                          













Solent Ltd makes a product called the Sandals. The company's directors believe that the product is not as profitable as it could be. At present the selling price of the Sandals is £5.75 and it incurs the following variable costs: 
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The fixed costs of production are £180,000 and the company currently sells 90,000 units. 

(a)	Calculate the break-even point (in units and revenues) of the Sandals for Solent Ltd. 
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(b)	Calculate the profit made on sales of 90,000 units. 
[image: ]

(c)	The company decides to improve the product. It estimates that an advertising campaign to promote the new improved Sandals will cost £12,500. Improving quality will add 15p per unit to material costs and 5p per unit to labour costs. However they believe this will allow them to increase selling price by 25p and increase sales by 5%. Calculate the new profit figure for the improved Sandals. 
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d) Analyses	
Management on the basis of financial indicators takes action to increase profitability and profit. Managers decide to invest £ 12,500 in advertising, which is added to the fixed costs, and the variable  costs of materials and labor increase proportionately. It is expected that after the measures taken, sales will increase by 5% at a selling price of 6 pounds per piece.
The analysis shows that after the measures taken by the managers, the profitability increases by about 1%.










Question 2
Part A
Administrative accounting (otherwise known as accounting or managerial accounting) is the part of accounting that is concerned with identifiable evidence, valuation, investigation and translation of accounting data, so it can very well be used to assist supervisors in identifying vital elections to skilfully handle the tasks of the organization. Unlike budget accounting, which is mainly focused on the correct association and detailing of the organization's cash exchanges to the untouchables (eg financial specialists, moneylenders), administrative accounting is focused on the dynamics. Administrative accounting is a way of recognizing, breaking down, decrypting, and transmitting data to administrators to help managers make choices within the organization and help achieve business goals.
The information collected includes all areas of accounting that advise the administration on business tasks identifying with the cost of items or administrations purchased by the organization. Administrative accountants use cost plans to measure the tasks of the strategy. In addition to this, administrative accountants must break down various occasions and operational measurements to make an interpretation of the information into valuable data that can be used by the organization's administration in their dynamic cycle. They mean providing detailed data regarding the tasks of the organization by examining each individual row of items, work movement, office, etc.
It is important to note the fact that administrative accounting is effectively applicable in deeply serious and ruthless business situations where quick choices have to be made. This choice may be related to business strategy, planning or income on board. Administrative accounting will use operational information to understand the circumstance quickly. The main function of managers' accounting is to assist supervisors in settling the cost of items by providing all data in terms of costs, market components and productivity. ... In general, on-board accountants provide key experiences that help the organization's oversight crew adhere to a significant number of their choices. At the end of the day, the goal is to use the financial plan to help make transitional operational choices that will help increase the organization's operational efficiency. Administrative accounting can now be used and long-distance elections, including the budgetary well-being of the organization. Administrative accounting helps directors agree on the operational choices proposed to help enhance an organization's operational skills, while helping to arrange long-term choices.
Part B
Techniques to support strategies in management accounting
Managerial accounting presents data related to your money so that it will be valuable in determining operational choices for your organization. Staying up to date with the latter will help you play the accompanying administrative accounting firms that will increase the value of your organization.
ANALYSIS OF COST
Investigations of administrative accounting the gradual advantage of extended creation - this is called edge checking. This is part of the safety investigation, which involves determining the edge of the business mix commitment to decide the unit volume at which gross business equals equivalent absolute applications. An administrative accountant will use this data to decide the value for items and administrations.
2) ANALYSIS OF THE RESTRICTIONS
The requirements investigation demonstrates the limitations within a business cycle or line of establishment. Administrative accountants identify where restrictions occur and determine the effect on income, earnings and income.
3) CAPITAL BUDGET ANALYSIS
Administrative accountants help businesses choose when, where, and how much money to spend based on monetary information. Use standard measures of capital planning, such as net present value and internal rate of return, to help leaders decide whether to undertake costly activities or purchases.
The cycle includes checking the offer, choosing whether there is interest in items or administrations, and finding the right method to pay for the purchase. It also outlines periods of compensation so that managers can anticipate future costs and benefits.
4) TENDEN FORECASTING
Auditing the trend line for specific costs and examining unusual fluctuations or deviations is an important part of administrative accounting. The choice is made by using past data such as authentic estimates, transaction volumes, topographic area, customer models and money-related information to determine and undertake future budgetary circumstances.
5) PRODUCT COSTS AND THEIR EVALUATION
Deciding the actual costs of ownership and administration is another component of administrative accounting. Overheads are set and assigned to establish the actual costs identified with the creation of an item. These overheads may include the quantity of goods delivered or various drivers identified with the creation, such as the square meter of the office. In addition to overheads, administrative accountants use direct costs to estimate the cost of goods and inventories sold, which may be at different stages of establishment.
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Direct Labour    £1.35    Direct Materials    £1.75    Other Direct costs    £0.40    Total variable costs = £3.50   (  direct labour +direct  materials + other direct costs)    
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Contribution margin per unit = 5.75  –   3.50 =  £2.25   ( selling pri ce  –   total  variable per unit)   Break - even point = 180000 / (5.75  - 3.50) = 180000/2.25 =  £80000   ( fixed costs/ ( selling price  –   total  variable costs per unit)  
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Total revenue = 90000 uni ts * 5.75 =  £517   000   ( sells units * selling price per unit)   Total expenses = 315 000 variable costs + 180000 fixed costs =  £495 000       profit = total revenue  –   total expenses = 517 000  - 495 000 = £22 000  
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Direct Labour    £1.35 +£0.05=£ 1.40   (  increase with 0.05 p)     Direct Materials    £1.75 +£ 0.15 = £1.90   ( increase     with 0.15 p)   Other Direct costs    £0.40  ( constant)   Total variable costs =  £3.70     Selling price = 5.75 +0.25 = £6.00   (  increase w ith  0.25 p)     Sells= 90000 *5% = 94500 units   (  increase  the sells  w ith 5%)      Fixed costs = 180000 +12500 = £192   500   (   fixed cost form the sta rt   the fi rst    +  12500   adverting)       Contribution per unit = 6.00  –   3,70 = £2.30 (  selling price  –   total  variable costs)     Break - even point= 192500/2.30 = £83 695.65   ( fixed costs /  contribution   per unit)   Total expenses = 94500 *3.70 = 349650 variable costs + 192500 f ixed costs = £542 150      profit = total revenue  –   total expenses = (94500 *6)  –   542 150= 567000  –   542 150 = £24   850 ( (   selling  units  *  selling price) -   to tal  expens es   )  


