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QUESTION 1 
Kerrigan Ltd.
	Kerrigan product price
	£11

	Variable Cost
	£6

	Fixed Cost of Production  
	£350,000

	Units sold 
	75,000



Required Solutions
a) Break-even point of Kerrigan ltd.

                        
Fixed cost / (price per unit – cost per unit) 
350,000 / (£11-£6) = 180,000 / £5 = 70,000 units sold to reach breakeven point.
Or 70,000 x £11 = £770,000 in revenue to reach breakeven 



b) Profit made on 75,000 items sold
Turnover – Expenses = Profit

Turnover = Units by the price per unit 
75,000 x £11 = £825,000 turnover
Expenses = Fixed minus variable cost per unit
350,000 – 75,000 x £6 = £800,000 Expenses
Turnover = £825,000 - £800,000 = £25,000 profit made on 75,000 units sold


c) Product Improvement strategy by Kerrigan ltd. 
 New Campaign information 

Improvement of the product (A)
Cost of advertising campaign £10,000
Product Improved quality will increase variable cost + £1 
Price of the product will increase to £13 
Units sold increase to 80,000 units sold


After Changes
Product price: £13
Fixed cost: £350,000 + £10,000 = £360,000
Variable Cost: £7 
Sales: 80,000 units 




Profit = Revenue (Units sold x selling price) – Expenses (Fixed + Variable Cost)
= (80,000 X £13) – (£360,000 + (80,000 X £7)) = 1,040,000 – 920,00 = £120,000 profit for 80,000 units sold



d) Break-even analysis limitations  
Break even can have few limitations.
It is not very accurate as it does not take into account many variables. 
While it is good for some businesses, it is not very good for others where variable cost, price or fixed cost can be changed instantly. 
Break-even analysis can be used to be evaluated to what the organisation should strive to achieve in terms of sold units, however other aspects should also be considered at the same time.
For certain industries the break even analysis cannot be applied due to its inflexibility. 
Furthermore according to Ndaliman & Bala (2007) sometimes is hard to categorize a cost whether is fixed or variable.
 


Question 2
a) Management accounting vs Financial Accounting
The management accounting is important element of the business. It is mainly concerned with the interpretation of the financial transactions of the business. This function is very useful for the managers in the business in order to take decisions for the business (Atrill and McLaney, (2016).	The management accounting is very important for the planning, decision making and control in the organisation.
From the other side financial accounting main aim is to provide information to the external users. Documents are submitted to the financial institutions and regulated by law.
While management accounting is not mandatory, the financial accounting should be a part of every business in order to be legal.


b) [bookmark: _GoBack]Discuss 3 Techniques used by the management accountant
Breakeven point 
Breakeven is the point where the business is covering its expenses and start generating profit, rather than loss. So for this reason the management must consider breakeven point analysis. 
Financial Ratios analysis
The financial ratios are providing view of the financial position of the business. It can be used to compare with other business or same business but in different periods. The calculation of the ratios can show up areas where the business need to improve. They are expressed in the form of periods, units or percentages (Atrill and McLaney, 2016).
Inventory Management
Inventory management help the managers to understand better its inventories. That include the materials ready to be used in production or those already converted into goods. The businesses need to follow their levels because there should be a healthy balance. That will prevent the business to run out of stock, but also to spend too much cash on inventories which will not be converted into cash soon (Atrill and McLaney, (2016).
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