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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]  

Contribution per unit=Selling price per unit – Variable costs per unit
Contribution per unit: 11-6=5
Break even point: Fixed cost/contribution per unit 
350,000/5=70,000
Revenue: BEP units x SP per unit 
70,000x11=770,000

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

Profit= (75,000-70,000) x5=25,000

(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]
New Variable costs= 7
New Fixed Costs= 350,000+10,000=360,000
New Contribution= 13-7=6
New BEP = 360,000/6=60,000
Profit= (80,000-60,000) x6= 120,000
(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.





Management Accounting
Management accounting, also known as management accounting, is used by managers and administrators to make decisions about the day-to-day operations of a business. The point is that managerial accounting is based on current and future trends, not past performance. Determining how much a company charges for new products and analysing the revenue that may be generated by future product lines are examples of business problems in the field of management accounting. As business leaders must constantly make operational decisions over a short period of time, management accountants must rely on market forecasts and future trends.

Financial Accounting
Financial accounting is used to provide the financial position of a company to external stakeholders. This allows boards of directors, shareholders, potential investors, creditors and financial institutions to see how a company has done during a given period in the past. The report is submitted every year. If the company is considered a publicly traded company on the stock exchange, the report must be produced as part of the public record.

Difference Management Accounting and Financial Accounting
Two main differences. The first difference is management                             accounting is representing to a firm inside community, but financial accounting is for outside auditorium. Actually, thought financial accounting is of high import to amperage and potential investors. Management accounting is needful for managers to model current and futurity financial decisions for them business. The second one difference is as management accounting may based from a assumption or assessment with many managers do not hold time to take exact numbers on the time a solution needs to be done.




[25 marks]

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

   Break even analysis:
Break-even analysis is an economic tool used to determine a company's cost structure or the number of units of product it needs to sell to cover costs. Break-even is a situation where a business does not make a profit or loss but gets all the money back. Break-even analysis is used to examine the relationship between fixed costs, variable costs, and revenues. It calculates the minimum number of units to sell and the sales volume required to pay for all costs before making a profit. In the paper are considered features of break-even analysis considering today's needs. The author has identified the advantages of performing a business case analysis and demonstrates the need for such an analysis in the business. There are four common scenarios that will help you perform an effective analysis. Below are the recommended formulas for calculating the non-cashpoint breakeven point in currency and natural equivalent. Top ten uses recommended by managers for break-even analysis.


    Budgeting:
The budgeting process helps identify future results ahead of decisions that need to be made today and helps implement those solutions, monitoring their implementation. Budgeting is necessary to prevent the business from becoming financially unstable or going bankrupt. Therefore, budgeting is a process or even a technology of developing, implementing, monitoring, recording and analysing financial plans, encompassing all aspects of organizations, which allows all aspects of organizations to be compared. costs incurred and future financial results overall period and separate sub-period1 The budget is well-planned financial estimates and the projected opinion volume of external sources of funding (loans and investments), the conditions reception of and so on. achieved the goal. The practical importance of the research carried out lies in the fact that the methodology and guidelines proposed and argued in the research aim to improve efficiency of production and sustainability of resources.

    Capital investment appraisal:
Project appraisal plays an important role in capital expenditure decisions. Typically, an organization continuously invests its resources in new plants or machinery or other capital to expand operations or replace fixed assets so that continues to operate and improve efficiency. organizations. Therefore, the main objective of project evaluation is to maximize the benefits of the organization and optimize the return on investment. To achieve this goal, it is possible to increase revenue by or reduce costs. Thus, factors affecting capital investment decisions need to be considered.
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