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[bookmark: _Toc39506770]Task 1: Absorption Cost
Absorption Cost (LW) = (Direct Material+ Direct Labour) *number of units           produced last year+ (all other fixed cost)*((machine hours for LW))/(Total machine hours)
= [3+ (6.3/9)] *4500 + [(20000+1000+2250+14250) *67500]/75000
= (3.7*4500) +(37500/75000) *67500
=16650+33750
= Absorption Cost (LW) = £50400


Absorption Cost (MR) = (Direct Material +Direct Labour)*number of units produced last year+(all other fixed cost)*((machine hours for LW))/(Total machine hours)
= [10 + (6.3/7)] *500 + ([(20000+1000+2250+14250) *7500])/75000
= (10.9*500) + (37500/75000) *7500
=5450+3750
= Absorption Cost (MR) = £9200

[bookmark: _Toc39506771]Task 2: Activity Cost
	Activity Based Cost
	LW
	MR

	DM              (LW- 4500*3) 
                    (MR- 500*10)
	£13500
	£5000

	DL                (LW-)
(MR-)                                                                                              
	£3150
	£450

	Purchasing
	(LW-  (MR- 
	£18000
	£2000

	Training
	(LW- 
(MR- 
	£400
	£600

	Set up       
	(LW- 
(MR- 
	£1500
	£750

	Running machine
	(LW- 
(MR- 
	£12825
	£1425

	
	Total
	£49375
	£10225


Table 1: Activity based costing
(Source: Self-created)
[bookmark: _Toc39506772]Task 3: Discussion of Costing Methods
The "activity-based costing" and "absorption costing" are considered to be two different approaches. Mainly the absorption costing refers to different types of individual units, and activity-based costing primarily focuses on various kinds of activities regarding the company based on the central cost system. These types of costing methods generally can attempt different ways of understanding and also able to estimate the various processes of "cost allocation" of the company. This will create a basic understanding of various requirements that are needed by each of the departments carried out by the company (Sekaran and Bougie, 2016). There are mainly two variations which are considered as "MR stoves and LW stoves''. There are some fundamental differences established between the costing systems of the two stoves. The activity costs are considered to be more challenging to understand and also more demanding as compared to absorption costing methods. The evolution of "primary cost pools'' are deemed to be directly related to several types of product lines. It has been created as the purpose of research development and few secondary cost pools that are agreed.
The company also follows the best outcome techniques that are used to provide better results from the costing methods. The most appropriate method is to choose for the company' production process, which will result in identifying the "product-based cost and also various expenses". The product listed has a wide range of absorbing capacity and also includes some of the costs like "fixed and variable costs''. There is a list of components that are included in the "Absorption costing method" which is required for "production process of each product". The primary role of "absorption-based costing systems'' is evaluating the exact amount of cost of goods sold in the market (Peherstorfer et al. 2018). The cost is mainly assigned by the company and also the overhead to different selected products. The direct material cost is also included in this process where multiple departments are required for this input. The "direct labour" cost is also involved in manufacturing the product. The factory costs are also included and required mostly in the specific production process. Some expenses are involved in this production cost for the smooth running of the business.  This primary process of utilizing the various types of manufacturing department also helps to support each method in various aspects. It is also required in the process of setting different plants and equipment which are based on various "company's management functions" (Wiser et al. 2016). There are also "fixed costs and expenses" that generally vary according to the several changes that are made in the production value. Therefore the costing system selected for the company is considered to be directed with a better and improved management system. Still, some drawbacks are evaluated after the process of creating the "direct costing system". The company also can earn some extra profits regarding the production of some unsold goods. [Referred to Appendix 1]
The "Activity-based costing" is allocated through different types of overhead costs that are assigned through specific activities. Some costs are assigned through the activities of the company to allocate the specified activities. The use of activities can be done by assigning the cost objects (Simoncini, 2016). The work of "Activity-based costing" is at its best performance in some "complex environment situation". There are many types of products and services used in the streamlined environment system. The process of allocating the cost factors in the process of production is considered to be very important. Some of the costs are also incurred by providing different types of services. These kinds of services may directly support the distribution channel. The data collection method is also used for collecting different information through "activity drivers". This helps to allocate some of the costs that are present in specific "secondary cost pools".  This is considered to be a better version of the cost that stimulates the "individual products of utilities" and tasks for the correct estimation represented for the cost drivers. The managers and supervisors of the specific "accounting sector" also represent the main factors of costs that are identified in this process. This type of production process is divided into different types of "channels and departments". The company is also required to identify some of the "primary and secondary pools" which can be specifically identified through activity cost pools of the company. The specific activity drivers are also implemented in the company to understand different "primary and secondary cost pools". The specific allocation of overhead costs to some of the selected objects is related to various advantages of using it by the company. There are some few fundamental advantages of using this system (Song et al. 2018).[Referred to Appendix 2]
The activity costs are mainly designed to track down all kinds of "costs of activities" of the company. The activity cost generally stands in line by maintaining all the standards of the industry. It is also considered to be an excellent feedback tool which is used to measure different types of services which are continued in the process of reduction in cost. 
The specific cost that has been incurred for various types of individual customers that are determined in simplifying the product costs. This will also involve the different overhead components required for making a product (Lee et al. 2018). The additional system is also involved through earning some of the specified reasonable profit systems. This analysis also may result in the success of unprofitable customers that is required for maximum earnings of the company. The structural cost, which can maintain the specific distribution channel, is also enhanced with altering some of the decisions. 
The ABC also provides a clear view of the cost structure and can eliminate some of the outsources factors which are not required. 
 The operation manager is also involved in making some decisions to make the business successful and helps in reducing the risks and instabilities required to be improved based on further changes that are required in it.  
[bookmark: _Toc39506773]Part B
Evaluation of Break-even analysis
Break-even analysis is considered to be the relationship established between "profits and cost volume" at different levels of activity generated are normally placed on the "break-even point". At this particular point, the selected business neither incurs profits or loss. The amount of total money received from the particular sales amount is considered to be equal to the amount of money spent on the production of the items displayed for the sales (Kresta and Lisztwanová, 2017). The break-even analysis generally helps to measure the levels of profits and losses incurred by the specified business. This mainly depends on various levels of "sales and production"—the process of predicting the effect of various changes established indefinite sales price. 
Fixed costs are considered to be the expenses that must be paid for the units of products that are produced. These types of costs are considered to be fixed over time based on the range of products generated in the company. The process of calculating the "fixed costs" is considered to be easy for carrying on the business (Safieddine and Nakhoul, 2016). The R&D must also be established for new researches to make success in the business.
The specific unit costs also depend on different numbers of products that are mostly produced with various other products. The basic cost of materials is also needed with different units produced. The factors of variable costs also include wages for a commission that are mainly based on different employees of the company. [Referred to Appendix 3]
The determination of indefinite selling price of the product is also able to provide some of the desired amounts of profits from the business. The use of break-even analysis is done through fixation of sales volume that maintains the "return on capital employed". It generally provides sufficient information and suggestions about the shifts occurring in the "sales mix". There are some aids established in the management of decision making for the main purpose of planning and also maintaining the profitability rate (Fuksa et al. 2017). The reveal of business strength and profit earning is also based on different problem rises in performing business activities.

The elements of both "variable and fixed cost" are included in a semi-variable cost. The elements of fixed cost are normally incurred repeatedly but the variable element generally incurred as a basic function based on the "activity volume". Therefore the "base level cost" will generally be incurred in respect of all types of financial performance that has been established in all types of activity levels (Kampf et al. 2016). The implementation of "semi-variable cost items" generally increases the cost price. The fixed cost of the item generally does not change in a period. Therefore the "variable component" has also a chance of increasing at a higher level. The specific amount of costs which remains to be fixed level at a certain level is based on production that changes over some time. The fixed part is considered to be the base level cost that is generated while the incurred level of the variable portion is also established on the additional cost (Chibuzor, 2018). The commissions are also considered as the "semi-variable labour costs". It is normally considered as a different percentage of sales that are generally paid to the specific employees for making the maximum amount of sales in a given period. These are the cases where the employees or the salesperson earns an extra-base pay rather than the fixed cost. Generally the "commission pay" is considered to be variable as it normally depends on the amount of sale done by the particular business.  Therefore it is combined with the base pay and provided to the employees who also establishes the "semi-variable cost". There are some additional fees which are levied to much of the services (Baid, 2017).  
The sales mix is also determined with some of the vital analysis that is done based on sales and profitability from the mix generated through different selling activities. There is a clear concept regarding the products that are sold in the market. The sales mix is also involved in maximizing the rate of profitability, which determines the previous sales mix as per the record. Therefore the system of record has to be improvised in many ways which maximize the profitability rate and collect the information. Companies also gather various possibilities of changing the understanding problem that determines the several factors and individual products (Zhao et al. 2016). The CVP analysis also involved some of the requirements based on the needs of the company. It is also mentioned the specific reflection made based on the nature of the products and its different costing methods. The fixed and variable costs are also considered to be the important components of different types of analysis methods. It generally helps to extract the basic contribution margin that is considered to be the main attraction system of the company (Tui et al. 2017). 
The company costs are considered to be one of the main objectives in 21st-century companies which normally include all types of analysis and changes established in the market. The main utilization of the factors also involved the various activities that are conducted by the business. The main analysis of “fixed and variable costs” is the determining outcomes of break-even analysis. Therefore the basic utilization of these factors also involved some potential risks that are involved in the business. There are different products which have various numbers of selling prices and also various types of costs are also allocated to the companies (Fonsah et al. 2018). The analysis of BEP also shows that it is a complex process of acquiring the right analysis and determination of the definite BEP analysis. The normal differences established between the fixed costs and variable costs which are different in various price factors helps to analyze the complexity of business activities. The products which have been sold on the market or to the customers is considered to be another factor that puts the contribution margin as it generally equals the various requirements and contribution for the individual products (Datta, 2017). It generally helps to equalize the various requirements that are contributed to the sales revenue of the specified company. There are some appropriate compositions which are required in the "company's sales mix and sales revenue"—the specific price which is received by the factors of business in per unit of sales. There are many other offers also included "special offers and discounts".  The sales discounts are also involved in this type of per-unit revenue system. The majority of the business is also concluded with an average number of break-even analysis. There is also some incremental cost that affects several types of variable costs that include each unit of sales. The business in the 21st century mainly involves using the "Units based sales forecast table". 
The break-even analysis also involves the factors of fixed costs that run continuously in the business (Fernandez Sanchez et al. 2018). The most common process that is recommended in modern times is using the regular running fixed costs that also include "normal expenses and payroll". Therefore estimating the "profit and loss" table helps evaluate the correct outcome of "fixed cost estimation". 
In the 21st century the "break-even chart" is continued as a strategic tool which is normally used for plotting different types of financial revenue system of a business where sales output is considered to be fixed (Fonsah et al. 2019). There is some specified information which is based on determining several fixed points that also includes the total costs and related "sales revenue". The basic analysis of the break-even chart considers the venture either on "profit or loss". Therefore the expected sales that normally indicate the profitable growth are also based on definite principle theory of profitable growth.  
[image: ]
Figure 2: Break even chart
(Source: https://shodhganga.inflibnet.ac.in/bitstream/10603/148725/8/08_chapter%203.pdf)
The company's present i8n the modern times are involved in conducting the BEP analysis with multiple ranges of products. Still, they got attached with the "Intra-Group trading transactions" which is involved with the other countries. There are some complex principles which are allowed to follow the respective company. The basic Intra trading implies the process of maximizing the specified trading process, which is separated from other respective companies and also involves the subsidiaries. There are many types of homogenous co9mpanies which can conduct their specified trading business used in the process of utilizing different types of products made by the companies. The main purposes of “intra-group trading process and business activity” are to show the basic strength of the company for trading their business with a specific brand name. The goodwill of the company naturally creates more business activity determined by the company. The companies with a brand name have the full authorization to perform all kinds of transactions inside the stock markets. It also includes several investments, bonds and repayments. The main objective of the intra-group trading process is to determine the strength of the business and helps to increase brand value.
 The basic process of intra-trading is to determine the potential strength of the company that can handle "standardized value and brand value". This is considered to be a trading deal which has benefits both for the companies that help in gaining some of the subsidiaries and various affiliations that are received from the host companies. The correct form of manufacturing is also based on the companies that gain better anticipation from the situation that was established in the market. The right form of the manufacturing process also involves ways of understanding the host company that is based on the strengths, sales and expenses of the company. The operational manager of the company takes control costs and expenses of the company. Therefore the intragroup trading procedures also help evaluate the various factors of "revenues and expenses" that are stimulated by the company and also helps to maintain the yearly balance of the company. The hosting company generally uses the balance sheet for various purposes that include a reduction in the value of assets. Several changes of established income statements are also considered to be a great factor evaluating the performance of the company. There is also the presence of risk factors of losses that are included in this process.  All the management process and adjustments are made in the income statement and expenses by the company.  Therefore the BEP analysis involves the "trading business activities" that are normally dependent on various profitability percentages. (eprints.lancs.ac.uk 2020)
The main support of all types of possible considerations of the specified transactions is accepted for all types of transactions that are made during the BEP analysis. The basic strength of the company is also evaluated through "Intra-Group Trading" that also helps to manage the debt present in the banks. In the modern days, the companies also conduct the Intra-Group Trading procedure for helping the company to expand and increase the profit ratio. There is a large amount of dependency on break-even point analysis which impacts the profitability ratio of the company. It also helps to identify several problems regarding the business, and still, the company manages to earn an adequate amount of profit.   
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Appendix 1:Absorption Cost
[image: Using Variable Costing to Make Decisions]
(Source: https://saylordotorg.github.io/text_managerial-accounting/s10-07-using-variable-costing-to-make.html)


Appendix 2: Activity cost
[image: Activity Based Costing (ABC) - explanation - YouTube]
(Source: https://www.youtube.com/watch?v=FnuDtblh6yQ)


Appendix 3: BEP Analysis
[image: Breakeven Analysis Examples | Top 2 Real Life Examples & Calculations]
(Source: https://www.wallstreetmojo.com/breakeven-analysis-examples/)
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Activity-based costing

Activity based costing (ABC) seeks to improve the quality of the calculation by using the
amount of activity involved in making an item as a basis for absorbing the overheads.
It keeps a close connection between the activity that drives the cost and the cost itself.
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