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[bookmark: _Toc80978456]Question 1: 
(A): Contribution per unit = Selling per unit- variable costs per unit
Contribution per unit = £11 – £6 = £5
 Breakeven point = Fixed Cost / contribution per unit = £350,000 / 5 = 70,000 units
Break-even point: The breakeven point is considered as one where the Kerrigan Ltd will have the situation where it will be no profit or the loss. The breakeven point could help to tell that what a quantity must Kerrigan Ltd be producing in order for covering up the variable cost as and the fixed cost as well. Here in the above calculation the breakeven point is calculated at 70,000 units which could be understood that the Kerrigan Ltd must produce atleast 70,000 units in a way to cover up all the cost of the company. The revenue which is generated by the production of 70,000 units is 70,000*11= £7,70,000 . Hence by seeing towards the information it can be seen that the Kerrigan Ltd is currently producing 75,000 units in total and also generating the revenue of  75,000*11= £8,25,000 (Putra, 2019). Hence it can be said that the company is having the profit of 55000, which is a positive sign for the company. he company could increase their profit either by increasing the units produced or by increasing the selling price per unit. 
(B): Profit = (75,000 - 70,000) * 5 = £25000
 Sales = 75,000 units * 11 = £8,25,000
Following Costs:
Variable cost = 75000 * 6 = 4,50,000
Fixed cost = £350,000
Profit= £8,25,000 – £4,50,000 – £350,000 = £25000 
The Kerrigan Ltd sales is £8,25,000 which is at producing the 75000 units and having the selling price of 11 per unit. The company has both the variable cost and fixed cost as well. The calculated variable cost for Kerrigan Ltd is 4,50,000 at 75000 units and the fixed cost is £350,000. After taking into all the cost and expenses the company’s net profit is £25000, which is positive. The net profit means that how much amount is left with the company after meeting out all the cost and expense. The positive amount of net profit means that the company is generating the higher revenue than the cost and hence can run the business in long term unless the profit degraded or arrive negative.    
(C): It has been seen that the management of the company uses the sensitive and the senior analysis to calculate the profits and the revenue form operations level at various stages so that they can furcate the future and take the timely and corrective decision. The previous sales units were 11 and now its increased to 13. Both unit and the unit per price have increased in the value which is the good sign for the management of the company. Variable cost of the company have also increased from 45000 to 56000. Fixed cost have added the advertising cost which is 10,000 amount. Total fixed cost is now 360000(Putra, 2019).
	Particular
	Amount

	Revenue from operations
	1040000

	Variable cost
	56000

	Fixed cost
	36000

	New profit of the company 
	120000



The previous profits were 25,000 and the new profit is much higher then the new profit which means the company is not increasing its efficiency and the starts investing in the new profits making business as they have investment in the advertising and the marketing which mean company is now more caution about the increase in the revenue form operations by the brand promotions. 
(D): There are various types of limitations of the Break-even point or the sales units and the management account who are the responsible for the execution of the same need to considered all the limitations before disclosing the results. Many of the limitation this methodology are based on its assumptions and some of the drawbacks are: There is not a constant or the liner relationship between the sales and the cost of the project. It means if the cost of the project increase then the revenue will also increase and visa versa happen in the opposite situation. However, this is not always the case and it is not possible for the accountant to classified a particular cost as the variable or the fixed cost because of the change in the nature of the cost. One of the most important assumption can be in the form of data biased format. It uses the historical data which is based on the survivorship basis and management can misuse this information which does not show the true picture of the management company. 
[bookmark: _Toc80978457]Question .2 
A. 
Management accounting refers to the practice of measuring, identifying, analysing, interpreting and communication the financial information which helps the managers in pursuing and achieving the goals of an organization. It is basically the process of the accounting which can help the organization in leading the market and also in making the decisions which are related to the operations. Management accounting basically helps in managing the day to day operations. Main function of the financial accounting is basically to collect and analysing the financial information of the situation of the business in the context of the operations and financial condition of the company. Management accounting helps the company to maximize the losses and to increase the profits.
Importance of the Management Accounting
Management accounting is very important for an organization as it help in getting the deep insights of the details of an organization and also keeps an eye on the finances of the company and the flow of its resources. It can help the organization in making the decision on the time and also these decisions are based on the accurate data of the company. It also separates the important factor sand also helps in detecting the strategies which can help in scaling up the sales and demand of goods and services of an organization.
Management accounting is used by many companies worldwide and hence is beneficial in many aspects including –
Planning – In an organization the management accounting is used for collecting the financial information and also the non-financial data. The presentation of the data includes the forecasting of the data, budgeting, and also the in depth analysis. It is also been assisted by the management in the planning of the business activities and also their operations which can help in achieving the goals of the organizations effectively and efficiently.
Decision making – Management of an organization uses the concept of management accounting to as the collected data and the financial annual report of the company can help in the decision making within an organization. This can also help in the incorporating the generation and to get the accessibility of the expenses of the company.
Identifying the problems – Management of a company can identify the upcoming challenges and problems for an organization as the analysis is done on the regular time intervals. Management accounting can also work as a for the early constraints and can also help in avoiding the losses which can occur in the future of an organization.
Strategic management – The management of an organization can collect the information through the concept of management accounting and later can use it for the decision making which is related to the innovation and modification of a product in order to generate more revenue. Management accounting is not regulated by any law the benefits associated with this concept is that the company have the choice to choose the area of investigation and for doing the analysis on which the strategies can be drawn.

Difference between financial and management accounting
The difference between the financial and management accounting is that the financial accounting is basically the collecting the accounting data of an organization which can later help in creating the financial statements of the company and management accounting is basically an internal process which takes place within an organization and also which is also responsible for making the transactions of the business based in the collected data (Bebbington, et al 2017).
	
	Financial accounting 
	Management accounting 

	Meaning 
	Financial accounting is basically a system of the accounting which mainly focuses on the preparation of the financial statement which can be provided to the third interested parties to know the market condition of the company.
	It is an accounting system which can help the management of the company in getting the accurate information of the company which can be helpful in making the strategies and the pans which can be used to effectively run the business and its operations. 

	Compulsion 
	Yes 
	No

	Information 
	All the monetary information 
	Both monetary and non-monetary information 

	Objectives 
	It helps in providing the financial information to the third interested party outside the organization 
	It helps the management of an organization to make the decision with the collected data and by analysing the current situation 

	Format 
	Format is specifies in the case of making the financial statements 
	In this case there is no specified formats for the data collected 

	Time 
	The time period for the financial statements is basically for the one year and these are prepared  at the end of the accounting period of an organization  
	These report have no particular span of the time as thee are prepared according to the need and convenience of the organization 

	Users
	Both the external and internal parties 
	 Internal management of an organization 

	Auditing 
	It need to be published by the statutory auditors 
	These are not publishes by the statutory auditors 




B. 
Marginal costing – Marginal costing is a classification of accounting in which the cost of the variable is charged to the units of the cost and also the fixed costs. Which are inscribed off against the collective contribution of the accounting for a business. According to the concept of the marginal costing the variable cost as per the unit remains stable and if there is an change in the production it will have an impact on the total cost of the output. Marginal costing can help in achieving the objectives of the management accounting as marginal cost can help the management of the company in evaluating the different departments within an organization. This can also assist in avoiding the random allocation of the fixed cost and also it provides the control of the variable of the cost. The marginal concept helps in the decision making within an organization and it can also determine the quantity of the optimum production of an organization. Some of the benefits which an organisation can get by using the marginal cost includes cost control as the it enables the management of the company in controlling the cost of the production and which can increase the efficiency and also it help in the ascertainment of the cost by some of its techniques because it classifies the recording and reporting. Marginal costing can also affect the purchasing decisions of the consumers.

Differential costing – Differential accounting fundamentally refers to the alteration between the cost of the two substitutions and also its decisions the cost occurs when in an business there are several similar options viable and the choice differential analysis is also known as the incremental analysis as techniques of this method examine the change in the revenues and also the cost and the profits which can be used by the organization management. Differential costing is important in for the organization decision making because income statement of the company cannot automatically detect the cost which are associated with the certain products, consumers and segments (Bebbington, et al 2017).The companies need to reclassify the cost of the products which can also change the relative actions. The main role of the differential analysis in the management accounting can be useful in making the internal decisions which are related to the production and buying of the goods, keeping the customers of the long run, accepting and rejecting the order or the customers and also dropping the line of the products (Bebbington, et al 2017).
Break even analysis – Break even analysis basically helps in getting an idea of the units of the products which needs to be sold by the company in order to cover the cost of variable and also the fixed cost of the production.in other words break even analysis of the company helps in determining the required minimum sale which can help the company in generating the profits and to avoid the losses. With the help of the break even analysis management of an organization can detect it there are any effects and actions which are changing the cost of the production. The break-even analysis can basically measure the margin of the safety as it analyse the amount of the revenue which is necessary for covering the total and fixed variable which is incurred by the by the company for an specific time period. It is basically the losses of the company and also its accumulative profits to earn the profits. Its principle and the techniques are used for the purchasing and investing in the sector. Break-even point is said to be achieved at a pint where the market price of an asset is same as the original cost of the product (Putra, 2019).
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