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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)                               [10 marks] 

Contribution per unit=Selling per price unit -Variable costs per unit
Contribution per unit=11-6=5
Break-even point=Fixed cost/contribution per unit=350,000/5=70,000 units
BEP REVENUES=fixed cost/contribution margin
CM=11+(350,000/75,000)=15,66
Bep revenue=350,000/15,66=22,349

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

Profit=(75,000-70,000)x5=5,000x5=25,000
 
                     b)	 	 	 	 	 	         [15 marks] 
                        
                        New selling price=11+13=26
                        New variable cost=6+1+13=20
                        New contribution=24-20=4
                        New fixed cost=350,000+10,000=360,000
                        New sales volume=75,000x13(100%+18%)=94,400
                        New BEP=360,000/4=90,000
                        Profit=(94,400-90,000)x4=341,600

 
(b)  [15 marks] 

Break even Point(BEP) help us to estimate of expected the cost of production and sales.We have few advatages as follows:we measure the profit and losses of production sales,we can change the sales prices and efficiency changes on profitability.Disadvantages of BEP:production and sales are the same all the time.
An businessman can use his break even to indicate the profit at a given a rate of production.

 
 
QUESTION 2 
 
 [25 marks] 
a)
Accounting is the essential importance.The accounting keep the money related in our records every year.All association are required to put thei records to income tax department.
Accounting is necessary for financial management for any business.A good financial management is very important for utilization of economic resources of organization.
 
 [25 marks] 
[bookmark: _GoBack]b)
I think the most important and practices techniques are financial planning,financial statement analysis and cost accounting.
Financial planning is helping people to organize their financial staff,what they want to achieve,to identify what they really want.
Financial statement analysis is that process of analize financial statements.The financial statement record important financial business activities.
Cost accounting determining fixed and variable costs.

References:WILL KENTON,MAR1,2021,IMPORTANCE OF MANAGEMENT ACCOUNTING,Mar8,2019


 
 
 
 
END 
image1.jpg
Prifysgol Cymru

Y Drindod Dewi Sant
University of Wales
Trinity Saint David





