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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] 

11x= 6x + 350.000
  6x= 350.000
    X= 70.000 units

Revenues= 11 X 70.000 = 770.000
 
(b) Calculate the profit made on sales of 75,000 units.           [10 marks] 
(11x75.000) – (6x75.000) – 350.000= 825.000 – 450.000 – 350.000= 25.000( profit made on sales of 75.000 units) 
 
(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 variable cost= 7£
              New selling price=13£
              Nr. Units= 80.000
( 80.000 X 13) – (80.000x 7) – (350.000-10.000) = 1.040.000 – 560.000 – 340.000= 140.000 new profit figure
(d) Discuss the limitations of break-even analysis.                    [15 marks] 
        
 Equal the initial investment investigation is a functional and well known instrument for some, organizations, including new companies.

Qualities of breakeven investigation 

Spotlights business visionary on what amount of time it will require before a beginning up arrives at productivity – for example what yield or all out deals is required 

Assists business visionary with understanding the reasonability of a business recommendation, and furthermore the individuals who will loan cash to, or put resources into the business 

Edge of wellbeing computation shows how much a business figure can demonstrate over-idealistic before misfortunes are brought about 

Assists business visionary with understanding the degree of hazard implied in a beginning up 

Delineates the significance of a beginning up downplaying fixed expenses down (higher fixed expenses = higher earn back the original investment yield) 

Computations are fast and simple – incredible for giving speedy appraisals 

Restrictions of breakeven analysis:

Unreasonable presumptions – items are not sold at similar cost at various degrees of yield; fixed expenses do fluctuate when yield changes 

Deals are probably not going to be equivalent to yield – there might be some development of stocks or squandered yield as well 

Variable expenses don't generally remain something similar. For instance, as yield rises, the business might profit from having the option to purchase inputs at lower costs (purchasing power), which would diminish variable expense per unit. 

Most organizations sell more than one item, so make back the initial investment for the business becomes more diligently to compute 

Earn back the original investment examination ought to be viewed as an arranging help instead of a dynamic instrument 


QUESTION 2 
 
(a) Discuss the importance of management accounting, and how it differs from what financial accounting provides.                                                
[25 marks] 

Importance of management accounting
1. Measures The Performance
The executives bookkeeping screens and measures the general exhibition of association. It utilizes different instruments like fluctuation investigation which estimates the organization execution with pre-set up norms for discovering the deviations. Directors by distinguishing all varieties in execution of organization can take remedial measures as needs be for eliminating them.
2. Increases The Efficiency
This bookkeeping branch targets raising the general effectiveness of business associations. Management accounting sets focus for every division ahead of time and checks whether they satisfy all objectives. It guarantees that all assets are completely used which helps in working on the productivity.
3. Raises The Profitability
It plays a productive part in improving the benefit of associations. It makes organizations cost cognizant and help with keeping away from every single additional consumption. The executives bookkeeping utilizes procedures, for example, budgetary control and capital planning for decreasing the costs which helps in procuring better benefits.
4. Provides Reliability
Management accounting adds reliability to management decisions by providing them genuine information. It uses proper scientific tools and techniques for analysis purposes which helps managers in the proper management of business operations.

Differences between management accounting and financial accounting 
Management accounting and financial accounting are two of the four biggest parts of the accounting discipline (for example charge accounting and inspecting are others). In spite of numerous similitudes in approach and use, there are critical contrasts between the monetary and administrative accounting. These distinctions fundamentally revolve around consistence, accounting principles, and target crowds.

Management accounting is the practice of identifying, measuring, analysing, interpreting, and communicating financial information to managers for the pursuit of an organisation’s goals.

Management accounting includes recording, summing up, and revealing the surge of exchanges and financial movement coming about because of business tasks throughout some stretch of time to general society or controllers.

Management accounting differs from financial accounting because the intended purpose of managerial accounting is to assist users internal to the company in making well-informed business decisions.



The main objective of management accounting is to produce useful information for a company’s internal use. Business managers collect information that encourages strategic planning, helps them set realistic goals, and encourages an efficient directing of company resources.

Financial accounting has some interior uses also, however it is substantially more worried about advising those outside of an organization. The last records or fiscal summaries delivered through financial accounting are intended to reveal the association’s business execution and monetary wellbeing. On the off chance that administrative accounting is made for an organization’s administration, financial accounting is made for its financial backers, banks, and industry controllers.


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

Techniques to achieve the objectives of management accounting 
1. Financial Planning:
Financial planning is the act of deciding in advance about the financial activities necessary for the concern to achieve its primary objectives. It includes determining both long term and short term financial objectives of the enterprise, formulating financial policies and developing the financial procedure to achieve the objectives.
The job of monetary strategies can't be stressed to accomplish the greatest profit from the capital utilized. Monetary strategies might identify with the assurance of the measure of capital required, wellsprings of assets, administer the assurance and dissemination of pay, go about as an aide in the utilization of obligation and value capital and assurance of the ideal degree of interest in different resources.
2. Analysis of Financial Statements:
The job of monetary strategies can't be stressed to accomplish the greatest profit from the capital utilized. Monetary strategies might identify with the assurance of the measure of capital required, wellsprings of assets, administer the assurance and dissemination of pay, go about as an aide in the utilization of obligation and value capital and assurance of the ideal degree of interest in different resources.
3. Cash Flow Statement:
A supports stream proclamation dependent on increment or diminishing in working capital is exceptionally valuable in long-range monetary arranging. It is very conceivable that there might be adequate working capital as uncovered by the assets stream proclamation and still the organization might not be able to meet its present liabilities as and when they fall due. It very well might be because of a gathering of inventories and an increment in exchange debt holders.
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