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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] 
       
QUESTION 1 
Kerrigan LTD makes and sales product A. The current selling price is 
£11 pound and the total of variable cost per unit is £6. the fixed cost of 
Production are
£3500,000 and the company currently sells 75.000 units 
(A) Calculate the break-even point in units and revenues 
Of product A 


ANSWER 
Contribution per units = Revenue – Variable cost 
                               = £825 000 - 450 000 = £375 000/75                                                                      

 000 = units £5 
REVENUE = 75 000 units x £11 = £ 825 000 
Total variable cost = £6 x 75 000 units = £450 000 

Break-even point units= Total fixed cost £350 000/5
Contribution per unit= 70 000 
Break-even points are revenue = 70 000 x £11 selling price = £770 000 












(b) Calculate the profit made on sales of 75,000 units.           [10 marks] 


      Profit calculation:
75 000 units x £11 = £825 000 
£825 000- £ 350 000 fixed cost = £ 450 000 variable cost of production = £25 000
 
(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] 
       
          New figure for selling units 80 000 units 
       Variable cost = 80 000 units x £7 = £560 000 
        Sales Revenue = 80 000 units x£13 = £1 040 000 
       
      New profit figure according to new requirement   
    £1 040 000-£560 000 variable cost - £350 000 fixed cost - £10 000 advertising = £120 000 

(d) Discuss the limitations of break-even analysis.                    [15 marks] 
    
   The reason for the drop in productivity can be external risk; unstable economy, natural disaster, revolution, terrorist attacks or internal risk: - insufficient study of business model, changes in the situation on the internal or external market, force majeure caused by personnel, etc.
 
QUESTION 2 
 
(a) Discuss the importance of management accounting, and how it differs from what financial accounting provides.                                                
[25 marks] 
        
      Any accompanying management is necessary for any large company, as it should be managed with most of the risk outlined in 
The first question. Accordingly, the higher the funding of the accompanying management, the more efficient of work. However, the amount of bonuses in this case should not beyond a fivefold increase in comparison with wages at the enterprise, since this can lead to social tension team 
   


      
(b) Discuss three techniques by which the management accountant can 
achieve the objectives of management accounting.                                   [25 marks] 
   

  1st Creating a flexible work schedule, taking into account local specific 
(Weekend on religious holidays, birthdays, etc.)
 
 2. Relieving social tension in the team, by holding corporate events 
(Field trips, parties, company foundation day, etc.

 3. Financial incentives:
A system of bonuses, fines and bonuses for each employee 
(Valuable gift for birthday, optional). The latter techniques are used less frequently, as it requires additional financial cost. However, it is the most effective.

END
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