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QUESTION 1 
 
Kerrigan Ltd makes and sells product A. The current selling price is £11 and the total of variable costs per unit is £6. The fixed costs of production are £350,000 and the company currently sells 75,000 units. 
 
Required: 
 
(a) Calculate the break-even point (in units and revenues) of product A for Kerrigan Ltd.                                                                       [10 marks] 
 
(b) Calculate the profit made on sales of 75,000 units.           [10 marks] 
 
 
(c) The company will make an advertising campaign costs £10,000 and will improve the product specifications, which will increase the variable cost per unit by £1. This is expected to allow the company to increase the selling price to £13 and the sales is expected to be 
80,000 unites.  Calculate the new profit figure for the improved 
	product.       	 	 	 	 	 	         [15 marks] 
 
(d) Discuss the limitations of break-even analysis.                    [15 marks] 
 
 
QUESTION 2 
 
(a) Discuss the importance of management accounting, and how it differs from what financial accounting provides.                                                
[25 marks] 
 
(b) Discuss three techniques by which the management accountant can 
achieve the objectives of management accounting.                                   [25 marks] 
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Answers:

First we need to extract all information.

-Selling price is: 11£
-Currently salles is: 75.000 Units
-Variable costs /unit is: 6£
-The fix costs is: 350.000£


Answer for (a):              

- breck even point(units) means ,how many units must be sold to breack even?
For this we calculate with this formula:
 fix cost divided by contribution margin per unit will give as how many units we need to sold to break even .
To calculate contribution margin/unit  we will with this formula :(sales price  (-)minus variable costs)

In this case we have 11£ selling price (-)minus 6£ variabile costs , means 5£ (contribution margin/units)
      
Fix costs 350.000£ / 5£ Contribution margin/units = 70.000 Units we need to break even points 








Answer for (b):
The formula applied to this is:
 to calculate the profit made for 75.000 salles we use the following formula :  - profit (revenue – cost)
                  - revenues (sales * price)
                  - total costs (fixed costs + variabile costs)
                  -variable costs (variabile cost/unit *units produced)

Step 1: - total revenue is (75.000 units *11£=825.000£)
Step 2: - fix costs is 350.000£
Step 3: - variabile cost/unit is 6£*75.000 unit’s =450.000£
Step 4: - total cost fix cost 350.000£+variabile cost 450.000£=800.000£
Step 5: - Profit is Revenue 825.000£ (-) minus 800.000£ Costs =25.000£ Profit made for 75.000 units sales.




Answer for (C):
-For this we need to change all data we have for previous:
-Variable cost increases with 1£ means (6£+ 1£=7£)
-Selling price increase with 2£,means 11£+2£=13£ 
-The number of units increase as well from 75.000 units at 80.000 unit’s.
-We also ad on fixed costs 10.000£ the advertising

Now we need to change all imputs we have on the previous:

Step 1: - total revenue is 13£*80.000 units=1.040.00£
Step 2: - fix cost 350.000£+10.000£ (advertising)=360.000£
Step 3: - variabile cost 7£*80.000 number of units=56.000£
Step 4: - total cost – 360.000£ of fix cost+560.000£ of variabile cost=920.000£
Step 5: - 1.040.000£ revenue (-)minus 920.000£ of cost=120.000£ profit.



Answer for (d):

For this answer we need to understand what give as and where is the limitation!?
The break even point give a lots of information for the management ,that means is very useful tool for management.

In the next I will give some example: 
- it give them prediction of: - break even output 
                                               - margin of safety
                                               - estimate profit
                                               - changing sales price and predict new
                                               - highlight the importance of fixed cost
                                               - all data generated can be used in business plan


All this is very helpful for management but,all this is prediction and nothing stable.
Everything is predicted data and not actual!
And in the following I will exemple: 
- Many unrealistic assumptions like: - one same price used(marketing mix)
                                                               - no waste (recall and defects)
                                                               - all units produced are sold(no refund)
                                                               - the same cost of production (no economi of scale)

Conclusion:
The break even point is just prediction and nothing for sure.Is just Temporary!
That means ,it have limitation.















Answers for  Question 2


(a) – management accounting means all internal results 
All the data generated by the result in the business company help management to take decision in the company.
That means it help to: - informed decisions
                                   - Solv problems 
                                - evaluated performance 
Based on the internal information ,the management can planning,controlling and decision making .
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The financial accounting provides means the results off the company.

[image: Text

Description automatically generated]















(b) – The three technique I give is :

1-Analysis of Financial Statements:
The analysis is an attempt to determine the significance and meaning of the financial statement data so that a forecast may be made of the prospects for future earnings, ability to pay interest and debt maturities and profitability of a sound dividend policy.
The techniques of such analysis are comparative financial statements, trend analysis, cash funds flow statements and ratio analysis. This analysis results in the presentation of information which will help the business executives, investors and creditors.


2- Financial Planning:
Financial planning is the act of deciding in advance about the financial activities necessary for the concern to achieve its primary objectives. It includes determining both long term and short term financial objectives of the enterprise, formulating financial policies and developing the financial procedure to achieve the objectives.



3- Marginal Costing:
The management accountant uses the technique of marginal costing, differential costing and break even analysis for cost control, decision-making and profit maximisation.









Source

· https://commercemates.com/importance-management-accounting/                                        (8 Importance of Management Accounting | With PDF)

·  https://www.investopedia.com/terms/m/managerialaccounting.asp

· https://www.accountingnotes.net/management-accounting/techniques/top-11-techniques-used-in-management-accounting/5862
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