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	QUESTION 1

a) Variable cost = 6
Fixed Cost = 350.000
CM = Selling Price – Variable Cost = 11 – 6 = 5
		
	BEP =  =  = 70.000

	Revenue = BEP Selling Price = 70.000  11 = £770.000
  
b) Revenue                                        770.000
(Variable Cost)                             (395.000)
Contribution                                  375.000
(Fixed Cost)                                 (350.000)
	Profit                                             £25.000

c) Variable Cost increase = 6 + 1 = 7
Selling Price = 13
Sales = 80.000
CM = 13 – 7 = 6
Fixed Cost increase = 350.000 + 10.000 = 360.000
BEP =  = 60.000
Profit = (Sales – BEP)  CM = (80.000 – 60.000)  6 = 20.000  6 = £120.000

d)  Break-even analysis helps determinate the selling price which will give the desired profits. This is a helpful tool for calculating the minimum sales required to prevent losses. 
However, it has its limitations. It assumes a variety of things, such as that all units are sold, that forecasts are accurate, and the external environment is stable. 
 Ignoring other factors, it is another limitation, as new competitors enter the market or an economic downturn occurs, it may take longer than expected to reach break-even.
When determining their minimum sales objective, many companies add a margin of safety to the break-even level of output.
Taking in consideration that Kerrigan Ltd has done the break-even point, the results show that the advertising campaign was successfully as the profit before was estimated to £25.000 and after the campaign become £120.000. The increase of £95.000 represent the profit and not a loss.


	QUESTION 2


a) Management accounting is the method of “identifying, measuring, analysing, and interpreting accounting information” that enables company executives in making good financial choices and managing their everyday operations efficiently. While financial accounting is a field of accounting that includes the process of documenting, summarising, and reporting a wide range of transactions arising from company operations throughout time.
The first major difference between them is that management accounting it is not legally required, but it is legally required to prepare financial accounting reports and share them with investors. 
Management accounting is concerned with providing information to people who oversee and supervise a company's operations. Financial accounting, on the other hand, is concerned with providing data to investors, creditors, and other third parties. Managerial accounting provides the data that allows businesses to function, but in financial accounting gives scorecard that is used to analyse a business's prior performance. 
Financial accounting focuses on the past reports from the previous quarter or year and are formatted in a certain way so that various businesses can be compared easily while managerial accounting focuses on the present and projections for the future, and the approach is casual and tailored to the needs of each department or organisation.
Reporting frequency and duration for financial accounting it is defined - annually, semi-annually, quarterly, yearly, while management accounting frequency and duration it is as needed - daily, weekly, monthly. (Financial Accounting vs Management Accounting - Difference and Comparison, 2019).

b) The main objective of management accounting is to assist management in making sound decisions to successfully oversee corporate activities. To fulfil all the aims, the other objectives and management accounting duties are carried out. Management accounting applies a number of approaches in order to achieve its objectives. 
Margin analysis is one of the most fundamental and significant techniques in management accounting. It entails calculating the breakeven point to determine the optimal sales mix for the company's products. Margin analysis is primarily concerned with the incremental benefits of increasing output.
Capital budgeting is the method of reviewing data to make informed capital investment decisions. Capital budgeting analysis is used by managerial accountants to determine the net present value (NPV) and internal rate of return (IRR) of new resource allocation choices.
A constraint analysis of a company's production lines shows key impediments, inefficiencies, and their impact on the company's ability to generate sales and profits.
Therefore, management accounting is primarily concerned with internal reporting in order to help decision-making.
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