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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



Constructing an income statement and balance sheet
In the first module of this free accounting course, we explore the layout of the balance sheet and income statement, how transactions are recorded and how to prepare these statements. By the end of this module, you will have a solid understanding of how to construct a balance sheet and income statement.
· Explain the format of the income statement and balance sheet
· Define various financial statement terms (e.g. accounts receivable, prepayments, etc.)
· Record  financial  statement transactions (e.g. invoicing, raising equity, buying inventory, etc.)
· Prepare a simple income statement and balance sheet
A) (price is £ 825 000 - price is £ 450 000)/ currently sells 75,000= per unit is £5

currently sells 75,000 units   X current selling price is £11 = price is £ 825 000
variable costs per unit is £6 X currently sells 75,000 units = price is £ 450 000
The fixed costs of production are                                            price is  £350,000

{price is £ 825 000 –( price is £ 450 000+ price is  £350,000)}/ currently sells 75,000= per unit is £0,333 for first 75000unit

{price is £ 825 000 –( price is £ 450 000+ price is  £350,000)}/ currently sells 75,000= per unit is £0,333 for first 75000unit {price is £ 825 000 –( price is £ 450 000+ price is  £350,000)}/ currently sells 75,000= per unit is £0,333 for first 75000unit 

currently sells 80,000 units   X current selling price is £13 = price is £ 1 040 000
variable costs per unit is £7 X currently sells 80 000 units = price is £ 560 000
The fixed costs of production are                                            price is  £350,000
{price is £ 1 040  000 –( price is £ 560 000+ price is  £350,000)}/ currently sells 80 000= per unit is £1625 for this 80000unit  
(price is £ 1040 000 - price is £ 560 000)/ currently sells 80,000= per unit is £6


Constructing a cash flow statement
In the second module of this free accounting course, we explore the layout of the cash flow statement and explain the differences between the cash flow statement and the income statement. By the end of this module, you will have a solid understanding of how to construct a cash flow statement.
· Outline the format of the cash flow statement
· Explain the difference between profit and cash
· Prepare a simple cash flow statement using the balance sheet and income statement

QUESTION 2
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.
This is good marketing profit it is up more 


The certification for each of these types of accounting is different as well. People who have been trained in financial accounting have a Certified Public Accountant designation, while those with a Certified Management Accountant designation are trained in managerial accounting.
The perception that more training is required for financial accounting might be reflected in the higher pay rates of financial accountants over managerial accountants.
The following categories also show the differences between financial and managerial accounting.
SYSTEMS
Financial accounting only cares about generating a profit and not the overall system of how the company works. Conversely, managerial accounting looks for bottleneck operations and examines various ways to enhance profits by eliminating bottleneck issues.
REPORTING FOCUS
Financial accounting is focused on creating financial statements to be shared internal and external stakeholders and the public. Managerial accounting focuses on operational reporting to be shared within a company.
AGGREGATION
Financial accounting looks at the entire business while managerial accounting reports at a more detailed level. Managerial accounting focuses on detailed reports like profits by product, product line, customer and geographic region.
EFFICIENCY
A business’ profitability and efficiency are reported through financial accounting. Managerial accounting reports on what is causing a problem and how to fix that problem.
TIMING
Financial statements are due at the end of an accounting period, while managerial reports may be issued more frequently, to provide managers with relevant information they can act on immediately.
PROVEN INFORMATION
Considerable precision is needed to prove that financial records are correct. Financial accounting relies on this accurate data for reporting, while managerial accounting frequently deals with estimates opposed to proven facts.
STANDARDS
When managerial accounting is made for internal consumption there is no set of standards to compile that information. On the other hand, financial accounting must follow various accounting standards.
TIME PERIOD
Financial accounting looks to the past to examine financial results that have already been achieved, so it is historically focused. Managerial accounting looks to the future with forecasting.
1. Margin analysis
Margin analysis is primarily concerned with the incremental benefits of optimizing production. Margin analysis is one of the most fundamental and essential techniques in managerial accounting. It includes the calculation of the breakeven point that determines the optimal sales mix for the company’s products.
 
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 recognition of unusual variances from the forecasted values and the reasons for such variances.
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