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[bookmark: _Toc80972544]INTRODUCTION 
	The concept of accounting fundamentals refers to the company's financial analysis through various aspects such as in a form of financial accounting, cost accounting, managerial accounting, etc. This allows businesses to have various decision that are involved in organisational future performance, growth or investment decisions, strategic decisions and others (Afifa and Saleh, 2021). The present report involves an understanding of the break-even analysis, management and financial accounting along with an importance of management accounting. Further, the report involves calculation of new profit figure and break-even. Lastly, the different techniques of management accounting are mentioned. 
[bookmark: _Toc80972545]QUESTION 1
[bookmark: _Toc80972546](a) Calculating the break-even point (in units & revenues) of product A for Kerrigan Ltd.

	Selling price
	11

	Variable cost per unit
	6

	Fixed cost
	350000

	Selling units
	75000 units


Break even in units = Fixed cost / sales price – variable cost 
		= 350,000 / 11 – 6
		= 350,000 / 5
		= 70,000 Units
Break even in revenues = Fixed cost / Contribution margin ratio
		= 350,000 / 375000/825000
		= 350000 / 45%
		= £777777.77 
Contribution margin ratio = contribution / sales
		= 5*75000 / 11*75000
		= 375000 / 825000
= 45%
[bookmark: _Toc80972547](b) Calculating the profit made on sales at 75,000 units

	Particulars 
	
	Amount 

	Sales 
	75000*11
	825000

	Less: Variables 
	75000*6
	450000

	Contribution 
	
	375000

	Less: Fixed cost 
	
	350000

	Profit 
	
	25000


[bookmark: _Toc80972548](c) Calculating the new profit figure for the improved product
New data
	Selling price
	13

	Variable cost per unit
	7

	Fixed cost
	350,000

	Selling units
	80000 units

	Advertising cost
	10000



	Particulars 
	
	Amount 

	Sales 
	80000*13
	10,40,000

	Less: Variables 
	80000*7
	560,000

	Contribution 
	
	480,000

	Less: Fixed cost 
	
	350000

	Profit 
	
	130,000



[bookmark: _Toc80972549](d) Discuss the limitations of break-even analysis.
	The concept of break even analysis denotes to a situation where the company has reached to the point of maturity and is satisfied with its production level and is not generating any losses no profits but the cost of production or other business expenses are met easily. Above the break even point the company attains super normal profits and below this there is an experience of losses. This represents the relationship between the company's sales, fixed costs and variable costs (Chandrarin and Zuhroh, 2021). 
	The various limitations of the break even analysis are mentioned below:
· The break even analysis presumes that the company's variable costs varies proportionately to the output volume. The break even point moves with sympathy but not compulsory moves in the direct proportion.
· Another assumption in the break even analysis says that the selling price of the goods remains constant and presents a straight line of revenue that cannot be always true. Because the selling price of the goods are highly depended upon the various market factors like demand & supply, market or industry competition, etc. which does not allows companies to sell their items at constant price. 
· The relationship between all the components of break even analysis says that caries a linear relation always but this can only be happen in small outputs not in huge volume of production (Fontenelle and Sagawa, 2021).
[bookmark: _Toc80972550]QUESTION 2
[bookmark: _Toc80972551](a) Discuss the importance of management accounting, and how it differs from what financial accounting provides
	The management accounting is directly associated with the business decisions that are made by the managerial personnel's of an organisation. This refers to the set procedure of identifying, measuring, analysing as well as interpreting the various financial information or data in order to make successful business decisions. 
	The various importance of management accounting are mentioned below:
· The management accounting involves various financial as well as non financial data with constant intervals that allows the management team in planning their tasks effectively and with proper analysis.
· Through the help of management accounting information or results the company can be able to have various strategic decisions like whether to continue with the production of product or discontinue, what costs are needed to be reduced, etc. This provides a clear understanding of the areas which demands for high attention within business (Olczak and Roberts, 2020). 
· Since the management accounting decides the particular targets of each activity prior to the commencement of the action. This helps company in measuring the actual performance with targets at each step or with regular intervals that eventually enhances the organisational overall results.
	The difference between management accounting and the financial accounting is listed below:
	Basis of distinction
	Management Accounting
	Financial Accounting

	Meaning
	The management accounting refers to a system that allows company's managers to have various business decisions such as related to the policies, business strategies, plans, etc.
	The financial accounting refers to a process of preparing the company's statements of finances such as profit & loss account,  balance sheet, etc.

	Information included
	The management accounting involves both financial as well as non financial information in decision making (Tannen, 2020). 
	As the name suggests financial accounting so only includes the company's financial information. 

	Mandatory
	No, it is not mandatory for any company to prepare statements or publish their data in public.
	Yes, it is highly mandatory for the business to prepare their financial statements and publish relevant data into public.


[bookmark: _Toc80972552](b) Discuss three techniques by which the management accountant can achieve the objectives of management accounting
	The three techniques through which the company's management accountant could attain the management accounting objectives are discussed below:
· Standard Costing: This refers to the foundation of different standard costs within company's operations, comparing the actual outputs with the set standards, analysing & calculating the variances. This is so to identify the reason of any variation and taking appropriate actions in order to minimise any inefficiency or misshapenness.
· Budgetary Control: This refers to the execution of specific tool that allows companies to plan & control the different business tasks with an aim of having less costs. This is helpful in business as this provides a clear direction for the company's operations to attain the desired target and high return on the various investments (Vagner, 2020).
· Marginal Costing: This is an accounting technique where the cost involved in the production of one extra unit is determined. The technique separates break-even analysis and cost in order to control various irrelevant costs as well as maximising the profits with better decision making. Under this techniques, while calculating the data the fixed cost of the company is written off in against of the contribution made. 
[bookmark: _Toc80972553]CONCLUSION 
	From the above report, it can be concluded that the break-even point gives a clear idea about the situation where the company is getting profits or losses and beyond which what will be the situation if takes any move. The management accounting is very important for the business to consider as this entails various importance and usage through which a business can have its decision effectively. It was also analysed that there are different techniques of management accounting such as standard costing, budgetary control, marginal costing that assists in having various managerial decisions. 
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