
[image: Text

Description automatically generated]





[bookmark: _Toc80972820][bookmark: _Toc80973903]MODULE CODE: LCBB4001
COD Y MODWL: LCBB4001
ACCOUNTING FUNDAMENTALS

TIME: 9:00AM TO 4:00PM


Name	: Ivan Todorov

Student ID	: 2023561

Date & Time	: 27/08/21.  13:30 PM








Answer to the Question No 01 (a)
Selling price= £11
Variable costs per unit= £6
Fixed costs= £350,000
Selling Unit= 75,000
Break-Even Point (in Unit) = Fixed costs/ (Selling price - Variable costs)
				= £350,000/ (£11 - £6)
				= 70000 Units
Break-Even Point (in Revenue) = Fixed cost/ (Sales Per units- Variable cost) ÷ Sales per unit
					= £350,000/ (£11 - £6) ÷ £11
= £770,000
Answer to the Question No 01 (b)
Total Cost = (Variable Cost* Number of Unit) + Fixed costs
		= (£6 * 75,000) + £350,000
		= £800000
Total Sale	= Number of Unit * Selling price
		= 75,000 * £11
		= £825,000.00
So, Profit 	= £825,000 - £800000
		= £25,000


Answer to the Question No 01 (c)
Advertising campaign costs= £10,000
So New Fixed Cost= £350,000 + £10,000 = £360,000
New Variable Cost= £6 + £1 = £7
New Sale Price= £13
New Sale Units= 80,000
So, Total Cost = (Variable Cost* Number of Unit) + Fixed costs
		= (£7 * 80,000) + £360,000
		= £920000
Total Sale	= Number of Unit * Selling price
		= 80,000 * £13
		= £1,040,000.00
So, Profit 	= £1,040,000 - £920000
		= £120,000
Answer to the Question No 01 (d)
According to Garrison, Noreen and Brewer (2018), Break-even analysis refers to that type of analysis, where break-even point is measured to calculate how the business would cover its costs based on amount of revenue and number of units. Break-even point refers to that point where the amount of total cost and total revenue would be equal (Warren and Tayler, 2020).
There are some limitations of break-even analysis. They are-
Break-even analysis is Dependable on Data
Break-even analysis can be properly measured if the data is reliable (Horngren, Datar and Rajan, 2017). If there is too much variation in costings and the calculation is too critical to conduct, it might be impossible to measure Break-even analysis.
Market Competition is Not Measured
In any break-even analysis, market competition is not measured which can be a crucial influencing factor for any business. Because, when there would be some new strategy took by the rivals or when there would be new player in the market, it would definitely affect the sales and pricing of the company. This is another limitation in break-even analysis (Warren and Tayler, 2020).
No Prediction on Demand
Another limitation of break-even analysis is that this analysis does not predict the demand. Even Though this analysis predicts the cost coverage, it does not mean that the company will reach the sales target set by the break-even analysis because demand is not always constant, and it will keep fluctuating based on different scenario. Which is why, lack of demand prediction is another limitation of break-even analysis (Garrison, Noreen and Brewer, 2018).


Answer to the Question No 02 (a)
According to Tuovila (2019), management accounting refers to that type of practice, which is more related with the process of identifying, measuring, analyzing, interpreting, communicating and providing financial information to the management of the organisation in order to help with different decision making by the management.
Management accounting is a crucial tool for any business in order to take various decision which may lead to the competitive advantage for the organisation in the future (Seal et al., 2019). The importance of management accounting is described below.
Managing Human Resources
In order to manage the workforce of any organisation, it is crucial set the staffing policy in an effective and efficient way (Drury, 2017). Management accounting can play a crucial role in staffing by helping the management to provide different information on how much workforce is needed and what should be the maximum or minimum salary for the workforce which is a very crucial decision to make for the management.
Ensuring Effective and Efficient Production
It is crucial to ensure efficiency and effectiveness in production for any organisation in order to achieve competitive advantage in the market. It is management accounting which can help the management to measure how much production is needed, what should be the number of workforce and if there is any new product launching, how to minimize the costing which will ensure efficiency and effectiveness of the production (Seal et al., 2019).
Creating Proper Budget
In order to ensure the overall business management efficiency, it is crucial to have proper budgeting in each fiscal year. Management accounting can play a crucial role in creating the budget of the company based on previous, existing and potential or future activities. Management accounting can be an effective tool that will help the management of the company to take different budget related decision making based on availability of funds and the functions of the company. A proper budget making can lead to an efficient management system which is the key to achieve competitive advantage in any market (Seal et al., 2019).
According to Kenton (2019), financial accounting is a branch of accounting which mainly focuses on preparing different financial statements through the process of recording, summarising, and reporting different transections that is occurring within a business organisation. 
The differences between Management accounting and financial accounting are discussed below.
Objective
The objective of the Management accounting is to provide different analysis and information to the management who are internal users, and the data and information are crucial for the business and help the management take different decision which will be beneficial for the business. On the other hand, the objective of financial accounting is to prepare different financial statements which can be useful for the external users like investors (Thomas, Tietz and Harrison, 2019).
Use of Data
Management accounting analyse the current data and generate forecast for the business which would be useful for the management to take different decision. On the other hand, financial accounting prepares different financial statements based on the past activities of the company (Hoggett et al., 2018).
Regulations
Since managerial accounting data and information is used internally, each organisation has its own way of using Management accounting. On the other hand, financial accounting must follow generally accepted accounting principles (GAAP) which is made based on Financial Accounting Standards Board (FASB) in order to prepare different financial statements since these have external usage (Lashner, 2013).


Answer to the Question No 02 (b)
The key objective of management is to ensure the maximisation of profit and minimisation of the loss through generating different useful information which will help the management to take different decision making for the organisation (Garrison, Noreen and Brewer, 2018).
In order to achieve the objectives of management accounting, there are some techniques which can be useful for the management accountant.
Forecasting & Trend Analysis
It is crucial for any management accountant to follow up the trends of product & production related costs and other variables that are directly or indirectly effecting the overall business process in order to forecast the future predictions for the business (Seal et al., 2019).
Budgetary Control
Another crucial technique for management accountant is budgetary control which is anaylsed based on the internal rate of return (IRR) and net present value (NPV) that will help the management to take crucial decision making on the overall expenditure of the business (Warren and Tayler, 2020).
Constraint Analysis
Management accountants must be aware of all the constraints in the production process in order to find out the impact those constraints, how to overcome them and how to ensure efficiency throughout the whole production system (Warren and Tayler, 2020).
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