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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]
•break even point in units=fixed costs/(revenue -variable costs)
                       •35000/(11-6)=70000
(b) Calculate the profit made on sales of 75,000 units.	[10 marks]
                       •total revenue-total costs=profit
                    •75000*£11-350000-(75000*£6)=825000-350000-450000=£25000


(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 fixed costs=35000+10000=360000
   •new variable costs =6+1=7
   •new selling price =13
                       •new total sales=80000 units
                       •Break event point
                        360000/(13-7)=60000
                       •Profit in units
                        80000-60000=20000
                       •Profit
                       20000*£6(contribution)=£120000
(d) Discuss the limitations of break-even analysis.	[15 marks]
In regards to ‘’ https://gocardless.com/guides/posts/what-is-break-even-ndanalysis/’’ a break-even analysis is the process where the total revenue and total cost are equal. A break-even analysis can also determinates the amount of revenue that’s needed to cover your business’s total costs. 
According to the book ‘’Breakeven Analysis’’ written by Michael E. Cafferky and Jon Wentworth, there are a few limitations of break-even analysis. The limitations are; doesn’t predict demand; depends on reliable data; too simple and ignores competition. 
Ignoring competition is not quite the wiser thing to do, because your business depends on how much profit you are making, let’s say that your competitors are making much more profit than you do, then it is up to you to try to be at the same level with them or higher. 
                   

QUESTION 2


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

In regards to ‘’ https://industrytoday.com/why-management-accounting-is-important’’ management accounting creates, protect, preserve and increase value to the stakeholders of an enterprises. Management accounting is important, because it provides a deep insight into details of your company finance and resource flow so you can reach a timely decision based on actual data.

According to ‘’ https://www.accounting-services.com.sg/articles/what-are-the-different-types-of-accounting-services.html’’ the financial accounting provides information to people outside the business entity is called financial accounting. It also provides information to present and potential shareholders, creditors, vendors, financial analysts and government agencies. 

In conclusion managerial accounting information is aimed at helping managers within the organization make well-informed business decisions, while financial accounting is aimed at providing financial information to parties outside the organization.

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

To begin with managerial accounting is a branch of accounting that is concerned with that identification, measurement, analysis and interpretation of accounting information.
 
In addition to the book ‘’ Management & Cost Accounting for Dummies’’, written by Mark P. Holtzman and Sandy Hood, there are a few techniques that can achieve the objectives of management accounting. 

Furthermore, the techniques are: margin analysis; capital budgeting; constraint analysis; trend analysis and inventory valuation. 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.

Capital budgeting is dealing with the analysis of information required to make the necessary decisions, which are related to capital expenditures. 

Inventory valuation involves the identification and analysis of the actual costs associated with the company’s products and inventory. 
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