[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	:  Miglena Toteva	

Student ID	:  2023087	

Date & Time	:  27 August 2021,  4pm	




SOLUTION

QUESTION 1
(a)  Selling price = £11
Variable costs per unit = £6
Fixed costs = 350 000
Seles = 75000 Units


Breakeven point    =       Fixed Cost           
                  Contributions per unit


Contribution per unit = Sales price per unit – Variable costs per unit


Contribution per unit = £11 – £6 = £5



Breakeven point    =       350000          = 70 000 Units

                                   5

Breakeven point in Revenue =     70 000 x 11 = £770 000





(b)  Method 1) Profit = (75 000 – 70 000) X 5 =5 000 x 5 = £25 000

Method 2)
Sales = 75 000 units x 11 = £ 825 000
Costs 
Vc = 75 000* 6 = £ 450 000
Fc = £ 350 000
Profit = 825 000- 450 000 – 350 000 = £25 000











(c) 
Selling price = £13
Variable costs per unit = £6 + £1 = £7
Fixed costs = 350 000 + 10 000 = £360 000
Seles = 80 000 Units


Contribution per unit = £13 – £7 = £6




Breakeven point    =       360000          = 60 000 Units

                                            6




Profit = (80 000 – 60 000) * 6 = 20 000*6 = £ 120 000




(d)

The Breakeven point is where an increase in the revenue turns the company’s loss into a profit. In the BEP the amount of sales for a product is exactly equal to the costs (Fixed and Variable) made by the company to realise it.

 The Break-even analysis can help us to calculate how much we must sell to realise a profit. By using this analysis, the managers of the firms can calculate the future profitability of the company as calculate how changing the costs for the product and its selling price will effect on company’s profit.

limitations of break-even analysis:
Basically, for accounting purposes, costs are divided into fixed and variable. In practice it may not be possible to achieve a clear division of the costs between fixed and variable. Most of them are not either perfectly fixed or perfectly variable. 
  When we calculate the Break-even point, we are assuming that everything is constant. In practice, however, this is not always the case. The sale price may vary because of promotions, discounts and more. The number of products sold can also vary depending on their specific features. For example, the product may be seasonal (sandals, coats, beachwear, school uniforms) or have a short lifecycle (telephones, promotional products with the logo of current movies and events, the latest fashion trends, etc.). Also, new competition cannot be included in this indicator.

We do a project for the future with the help of experience, but we do not know what will happen in the planned period. Break-even analysis is not an effective tool to predict for a long period of time. Sales costs are particularly difficult to process for analysis. They can also change in different ways. Over time, new technologies are introduced, new legal changes are introduced for production, trade, tax rates, wages are changed. It is possible to give workers' bonuses and gifts. Suppliers can also increase the price of raw materials, which will increase variable costs. All this is not considered in this analysis.
The time aspect is also important to note. The costs incurred for the product in a certain period do not need to coincide with the period of realization of the product. Not all products produced in one period are sold in the same period.
It is not appropriate to use it for business-related works of art, paintings, monuments, also for companies that produce a product for a long time (construction of roads, buildings) or companies working with many different products.      



Question 2
                         
(a) .

Management accounting, unlike Financial accounting, is intended for internal users. It provides appropriate information to managers to help them make the right decisions. - The main purpose of management accounting is related to planning, control and decision making.
The management accounting has to be simple, cleary understandable. It's the information that managers need to decide how to improve the company.
Based on those calculations, the managers answer essential questions that can help them to prognose future trends in business.. It could be prepared monthly, yearly or for different periods.



(b)

Break even analysis 

The Break-even analysis helps managers calculate how much units a company needs to sell to make a profit. This includes creating tables and graphs that show the relationship between cost, production prices and profit. Using this analysis, managers can plan how the company can locate the resources. Its priority is to control costs. We can calculate the breakpoint by dividing the fixed costs by contribution per unit.

Breakeven point    =       Fixed Cost           
                  Contributions per unit

The Breakeven point shows how many units must be sold to make a profit. If the sale is below BEP, the company loses. When sales are above BEP, the company makes a profit.



Budgeting
Priority of budgeting is to plan and controlling the resources. It has the function of coordinating cash flows. It is usually prepared for one year but can be divided into smaller periods according to the company's needs. If necessary, it may be revised and amended. Budgets can be -Incremental and Zero-based budgets. When drawing up the budget, long-term goals are set, a budget committee is formed to monitor its implementation. Different budgets can be prepared initially, and management can choose the most appropriate one. The selected budget should be reviewed regularly and revised as necessary.
The budgets are divided into Functional budgets and Master budgets. The Functional included: 
Sale budget = Planed volume of sales multiplied by expected sale price

 Production plan is calculated the number of units to be manufactured

 Production plan = Forecast sales + Closing inventory – Opening inventory

Cost of production. To know how much the cost of production is we must calculate:
Material usage = Production multiplate by raw materials per unit
Materials purchase =Material usage + Closing Inventory – Opening inventory
Labour = Number of hours multiplate by labour rate per hour.
Overheads = Other factory costs

Masters budget including Cash budget, Income Statement and Balance sheet

How to calculate Cash budget:
Cash budget = Open cash + receipts- payment = Closing cash

The preparation of budgets is important to know in advance how much money is needed to run the business, having in mind all the costs and revenues expected in the relevant period.
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