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[bookmark: _Toc80970592](a) Calculation of Breakeven Point of Product A for Kerrigan Ltd. 

Fixed cost = £350000
Selling price per unit = £11
Variable cost per unit = £6
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	Profit on sale

	 
	Total unit
	Price per unit
	Value

	Sales
	75000
	11
	825000

	Less: variable Cost
	75000
	6
	450000

	Contribution
	 
	5
	375000

	Less: Fixed Cost
	 
	 
	350000

	Net profit
	 
	 
	25000



From the calculation it is seen that profit on sale of 75000 units is £25,000.
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	Calculation new Profit figure

	 
	Total unit
	Price per unit
	Value

	Sales
	80000
	13
	1040000

	Less: Variable Cost
	80000
	7
	560000

	Contribution
	 
	6
	480000

	Less: Fixed Cost
	 
	 
	350000

	Less: Advertising Campaign cost
	 
	 
	10000

	Net Profit
	 
	 
	120000



From the above calculation it is seen that net profit figure for the product improvement is £120,000. 
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Limitation of Breakeven analyses has been listed in the following section –
· It is very difficult in the breakeven analyses to separate the variable cost and fixed cost effectively.
· Semi-variable cost has not been taken under consideration in the breakeven analyses. 
· Breakeven analyses are not effective to provide the appropriate outcome regarding the insight of demand.
· Breakeven analyses have the limitation that it does not concern about the competitors equation.  
· Long term period cost changes has been completely ignored in the breakeven analyses. 
[bookmark: _Toc80970596]Question 2
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Management accounting is important for an organization which directly helps in the decision making process and profitability development. Importance of management accounting has been listed below-
· Decision making process: Management accounting is beneficial for decision making process that it allows managers to gain insight view of the business and assist them to make decision effectively.
· Performance measurement: MA used to measure and monitor overall performance of the business through using several tools such as variance analyses. 
· Increase efficiency: Management accounting aim for the development of overall efficiency of the firm. It set the target for each division and checks if the target is fulfilled or not.  
· Provides reliability: MA provides genuine information to the management through using proper scientific tools to add reliability. 
Difference between Financial Accounting and management accounting –
	Point of difference
	Financial Accounting
	Management Accounting

	Aim
	Financial accounting aim to deliver the financial information to outsider such as customers, shareholder etc.
	Management Accounting delivers information for managerial decision making. 

	Regulation
	Financial Accounting is necessary by governing body that it prepared based on the GAAP principles (Weetman, 2019).
	There are no standards is necessary for the management Accounting. 

	Reporting beneficiary
	FA statement has been prepared for the outsider of the business such as government, customers and shareholders
	MA statement has ben prepared for the internal users of the business such as board of directors, manager and CEO. 

	Relevancy of information
	In case of FA statement, 100% accuracy has been seen that it verified through the original financial statement.
	MA statement is not 100% accurate that it is based on the assumption (Wang, 2019). 

	Secrecy
	There have no secrecy for FA statement that it is published for people.  
	Confidentiality has bens en for the MA statement. 
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Three techniques that the management accountant used to achieve the management accounting objective are as follows –
Capital Budgeting techniques: Capital budgeting techniques have been used by the management to make the potential investment decision in the capital expenditure (Ameen et al. 2018). In the capital budgeting techniques, NPV, IRR, ARR and payback period has been calculated for decision making. 
Inventory Valuation techniques: Inventory valuation methods used to determine the current value of stock in the business operation. Inflow and outflow of the inventory can also be recognized through the inventory valuation methods which allow management to make decision to the inventory management. 
Margin Analyses: Margin analyses have been used to get the incremental benefits for optimizing the production of the business. It is one of the fundamental methods used in management accounting to achieve the objective of MA. Breakeven analyses have been used as the marginal analyses methods for the business. 
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