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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] 
 
 
 
 
END
1 a) Calculate the break-even point (in units and revenues) of product A for Kerrigan Ltd. 
Break even point formula:fixed costs devided by contribution per unit 
Fixed costs:350.000
Contribution formula:seeling price per unit minus variable cost per unit 
Contribution : 11(selling price per unit ) – 6(variable cost per unit )= 5 £
350.000(fixed costs)  divided by 5( contribution) = 70.000
Break even point =70.000units

Revenue formula : break even point in units x  selling price 

70.000(break even point in units) x 11 (selling price)= 770.000 


1 b) Calculate the profit made on sales of 75,000 units
Selling 
Profit  formula –(sales -break  even point ) x contribution
Profit = (75.000 – 70.000) x 5=25.000

1 c)The company will make  and advertising campaign costs 10.000 and qill improve the product speciafications which will increase the variable costs 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 units.
Calculate the new profit figure for the improved product 


New fixed costs=350.000(old fixed cost) + 10.000 (added for the advertising campaign)= 360.000
New variable costs=6 (old price)+ 1( 1  extra added now)=7 
New selling cost =13 £
Sales expected=80.000

New break even point = fixed costs divided by contribution 
New break even point = 360.000 (new fixed cost)divided by 6 (contribution)=60.000
Revenue :break   even point  x selling price 
Revenue = 60.000 x 13 =780.000

Profit=(sales-break even point ) x contribution
Profit = (80.000 -60.000) X 6=120.000£
       



1 D) Discuss the limitations of break-even analysis      
Limitations may include :
-same issue for costs and quantities 
-non linear relationships like sales price and quantity ,things don’t always go as planned 
-non-quantitive factors,business awareness/competitors actions  
-Variable costs doesn’t stay always the same 
-assume all production is sold                 


2 a) Disuss the importance of management accounting ,and how is differs from what financial accounting provides

Management accounting is the application of the principles of accounting and dinancial management to protect ,preserve and increase value to the stakeholders of a enterprises .
Management accounting is inside the company is planning,coordinating,controlling ,decision making,while the financial accounting is aimed at providing financial information to parties outside the organisation.


2 b) Discuss 3 techniques by which the management accounts can achieve the objectives of management accounting.
                                               
The techniques I have choosen are:
-Cash flow statement 
-Analysis of financial statements 
-Depreciation

Cash flow statement  aimes to increase or decrease in working capital and it is very useful for long term plans .it is possible to be sufficient working capital as shown by statement and still the company may be unable to meet its current liabilities as and when they fall due.


Analysis if financial statement is an attempt to determine the significance and meaning of financial statement data so plan can be mae if the prospects  for future earning ,ability to pay and interest .The techniques like financial statement ,cash funds flow statement and ration statement  ,this analysis results in the presentation of information which will help the business investors and creditors and executives.


Depreciation is a systematic allocation of the depreciable amount of an asset over its useful life.Depreciation is what happens when assests loose value over time until the value of assets becomes zero or negligible.Depreciation can happen to any fixed assets including office equipment,computer and so on.
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