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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]
Answer:
 The current selling price  £11 – varible costs £6 = margin £5
Fixed costs £350,000/ margin £5 = 70,000 units
70,000 units * price £11 = 770,000 revenues
 (b) Calculate the profit made on sales of 75,000 units. [10 marks]
Answer: 
75,000 units * price £11 = 825,000 turnover
825,000 turnover - Fixed costs £350,000 – variable costs £450,000 = £25,000 profit
/Variable costs £6 * 75,000 units = £450,000/
(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]
Answer: 
80,000 unites * price to £13 = £1,040,000 turnover
£1,040,000 turnover - Fixed costs £350,000 – variable costs £560,000 - campaign costs £10,000 = £120,000 profit
/Variable costs (£6+£1)* 80,000 unites = £560,000 variable costs/
(d) Discuss the limitations of break-even analysis. [15 marks]
Answer:
Limitations of break-even point are considered in the following situations: The analysis doesn't predict demand & competition, so it cannot give an insight how the break-even point will be fulfilled. It also doesn't give any information of how a new competitor would affect the market /changing prices, quantity, quality/. On the other side, the demand isn't stable and it changes so the break-even point could end up to be far more ambitious than it is forecasted. The analysis is too simple and it cannot be useful if the company provide multiple products with multiple prices on the market. 


QUESTION 2

(a) Discuss the importance of management accounting, and how it differs from what financial accounting provides. [25 marks]
Answer:
Managerial accounting is focused on the internal data and provides financial information only within the company. However, tha financial accounting is considered to provide information to both - internal and external stakeholders. Timing also differ - financial accounting is supposed to provide information at the end of accounting period, though managerial could provide more frequently. Also in managerial accounting there are no standarts as far as it is used to communicate data within the company. Financial accounting looks in the past ana examine financial results, managerial accounting goes for forecasting.
(b) Discuss three techniques by which the management accountant can achieve the objectives of management accounting. [25 marks]
Answer:
· Margin analysis - looks for incremental benefits for optimizing production. One of its methods is break-even point in determing the profit and optimal sales of the company's unit.
· Capital budgeting - it is oriented in forecasting and it is concerned with information required to make the necesary company decisions. 
· inventory valuation and product costing - identification and analysis of the actual costs associated with the company’s products and inventory


