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QUESTION 1 : 
Kerrigan Ltd 

(a) Calculate the break-even point (in units and revenues) of product A for Kerrigan Ltd.
[10 marks]
ANSWER:
Selling Price = 11 per unit
Variable Cost = 6 per unit
Fixed Cost = 350,000
Therefore,
Contribution per unit = Selling Price Per Unit – Variable Cost per Unit
= 11 – 6
= 5
Therefore P/V Ratio = Contribution per unit/Sale per unit * 100
= 5/11*100
=45.45%
Break Even Point in Revenue = Fixed Cost / P/V Ratio
= 350,000 / 45.45%
=770,000/-
Break Even Point in Units = Break Even Point in Revenue / Selling Price Per Unit
= 770,000 / 11
= 70,000 Units.

(b) Calculate the profit made on sales of 75,000 units. [10 marks]
ANSWER:
Profit at 75,000 Units = Sale Revenue of 75,000 Units – Variable Cost of 75,000 Units –
Fixed Cost. 
= (75,000*11) – (75,000*6) – 3,50,0000
= 825,000 – 450,000 – 350,000
= 25,000

(c) 
ANSWER:
New Selling Price per Unit = 13/-
New Variable Cost per Unit = 7 (6+1)
Fixed Cost= 350,000
Therefore, Profit at 80,000 Units are as follow:
Profit at 80,000 Units = Sale Revenue of 80,000 Units – Variable Cost of 80,000 Units –
Fixed Cost.
= (80,000*13) – (80,000*7) – 3,50,0000
= 1,040,000 – 560,000 – 350,000
=130,000

(d) 
ANSWER:
There may be change in the level of production due to many factors, such as ,change in selling price of the product, increase in demand, new product coming up etc.
The term break even analysis is where the level of actions and the total cost is equal to selling price. 

Limitations of Break Even Analysis (Marginal Costing):
Though very efficient planning tool, break even analysis, is not free from short comings. 

The limitations of break even analysis are:
1. To separate  ‘Fixed’ and  ‘Variable’ costs clearly is not easy.
2. There are some semi -variable costs.  They are not used in the analysis.
3. The variable overhead can be estimated, but the under or over recovery cannot be estimated.
4. For price fixation and comparison,  Fixed cost has to be taken under consideration.
5. It ignores time element as over a long period, all costs change. so, the comparison of performance between two periods based on contribution is not possible.
6. If the amount of fixed costs of two firms differs,   the similarity of both the firms based on contribution is likely to mislead..
7. Acceptance of the same order at different price will affect the local market.
8. Indiscriminate acceptance of order, at lower price may affect local price market.
9. Valuation of closing stock at marginal cost will lead to under-estimating it in the final
accounts. Consequently, profits are suppressed and the balance sheet is distorted.
10. In controlling costs, marginal costing is not useful in concerns where fixed costs are huge in relation to variable costs.
11. Since stock is undervalued at marginal costs, in case of loss by fire, full loss cannot be recovered from insurance company. 
12. If fixed expenses is ignored in valuation of work in progress,  losses may be incurred every year till the contract is completed. It may create income tax problems.


QUESTION 2

ANSWER:
What is Accounting?
 The term accounting means keeping a record of the cash and assets, liabilities and expenses every year.
       Every company must keep it records updated to file its Income Tax Returns, updating the books manually is difficult as compared to maintain it online. It is called online accounting, which is easy to find.
The online Accounting is classified as follows: 
· Financial Accounting 
· Management Accounting

Financial accounting means to keep the records of the cash in and cash out of the various parties or partners. It shows the money related position of a particular firm. 
Then again, Management book-keeping is the introduction of examination of business
exercises to the inside administration to encourage basic leadership.

 Management Accounting 
Management accounting preparing the administration reports and records that gives a better idea to the directors to assess their current and further position of the company or firm. 
 Management accounting gives you an idea of the activities conducted inside and outside of an company under an individual leadership.
Management accounting is to plan and execute the reports and records that helps the directors to take both short- and long-term decisions.
Management accounting money related records that is book-keeping. It gives proper idea to the individual inside as well as outside the company. 

Importance of Management Accounting
Management accounting is very important and it is used all over the world. The
benefits are as follows:
· Planning :
Planning is very important in management accounting. In management accounting the financial as well as non-finance information is presented at regular intervals. This includes forecast, budget and in-depth analysis.
Decision making
Since management accounting presents various charts forecast that used to make decisions it is important to detect the early signs of problems.
· Identify early signs of problems :
If a product is not performing well in the market the management can detect it at early stage as the accounts are presented regular intervals. 
· Strategic management :
Based on the basis of the information provided by the management accounting. The management can make decision whether to continue the product or make any changes in their sales strategy. The management accounting do not have to follow any law. It can make changes whatever required and accordingly draw strategies.
Goals of Management Account :
1) Making "Make or Buy" Decisions
It is the organization choice whether they are going to buy raw material or use to make a new product. In few cases, it is more financially savvy for organization to fabricate parts for items in their own plants. In any case, in different circumstances, there is coordination that makes it progressively common sense to re-appropriate the work to different organizations.
2) Assessing the Rate of Return
At the point when the company began to get the required specialisation, it is important to know the rate of return.
They incorporate how long are expected to equal the initial investment on the task, how to pick the most beneficial ventures, anticipated money streams, and so forth. The executive’s book-keeping is a powerful apparatus to help answer these inquiries. The ROR and degree of profitability (ROI) of specific ventures are critical to ascertain to decide if they're reasonable alternatives. Speculations can include extreme choices to make. That is the reason it's basic to do calculating to figure out which alternative is the best one. This will settle on choices about the best speculation for your organization. It's vital to decide a wide exhibit of variables to figure out which venture is the best alternative for your organization. The board bookkeeping can accomplish that objective adequately. 
3) Anticipating the Future
The way toward determining helps basic leadership and whether the organization show purchase more products or hire new or another organization or join new market and so on. It is likewise convincing in expecting future business pattern.
There's no chance to get off knowing the fate of the business world. In any case, this should at present be possible dependent on current measurements and past patterns. Book-keeping is a basic piece of the procedure since it includes different figures identified with the organization's cash matters. That, thus, can help to successful project future ,activities of the business.

(b) 
ANSWER Q.2 (B):

What is Managerial Accounting?
What is managerial accounting is also knows as accounting. It is concerned with identifying, measurement, analysis of the accounting information which can help the managers to make appropriate operational decisions.
Managerial accountants have to analyse or look into various aspects in order to translate into a informative data that can help the company to take the correct decision regarding their business.  Their main is to provide the appropriate information to the management of the company.
Techniques of managerial accounting
In order to achieve the goals of the managerial accounting, certain techniques have to be followed:
1. Margin analysis
Margin analysis is one of the most important and essential techniques of managerial accounting.  It consists of the calculation of the break even point that determine the ideal sales of a company product.
2. Constraint analysis
The analysis of the production lines of a business identifies principal bottlenecks, the inefficiencies created by these bottlenecks, and their impact on the company’s ability to
generate revenues and profits.

3. Capital budgeting
Capital budgeting is concerned with the analysis of information required to make the necessary decisions related to capital expenditures. In capital budgeting analysis, managerial accountants calculate the net present value (NPV) and the internal rate of return (IRR) to help managers to decide on new capital budgeting decisions.
4. Inventory valuation and product costing
Inventory valuation involves the identification and analysis of the actual costs associated with the company’s products and inventory. The process generally implies the calculation and allocation of overhead charges, as well as the assessment of the direct costs related to the cost of goods sold (COGS).
5. Trend analysis and forecasting
Trend analysis and forecasting are primarily concerned with the identification of patterns and trends of product costs, as well as with acknowledgment  of unusual changes from the forecasted values and the reasons for such variances.
