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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 

Q1.
A) BE=fix costs/contribution
Contribution=selling price-variable costs
11-6=5
350000/5=70000
BE=70000
Revenue=units x selling price (75000 x 11=825000)
Contribution margin= revenue-variable costs/revenue
Variable costs=75000 x 6=45000
825000-45000=375000/825000=0.45
Contribution margin=0.45
Fixed costs/contribution margin
revenues=350000/0.45=770000
B) Profit=selling price-variable cost-fix cost
825000-450000-350000=25000
Profit=25000
C) BE=360000/6=60000
BE=60000
Revenue=80000 x13=1040000
Contribution margin=(1040000-560000)/1040000=0.46
350000/0.46=782000
Profit =1040000-560000-360000=120000
Profit=120000
D) Break even is the point where the profit is starting, ‘’the border ‘’ between expenses and profit.
Due to the regularly changes of variable costs the analysis of break even point can be inaccurate, as we expect the business will sell entire stock(of a product) at the same price, which is unrealistic.
Q2
A) The accounting management is related to internal decision making, internal activities, directors and managers, helping the company management team in taking the decisions by using this type of information.
Financial accounting is related with external uses of the business, involving a process of recording, summarizing and reporting the transactions resulting from business operations over a period of time, providing financial information  to parties outside of the organisation.
B) Techniques of Management accounting:
Financial Planning
Budgetary control
Marginal Costing
Historical cost accounting
Analysis of financial statement
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