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QUESTION 1 
 
Kerrigan Ltd makes and sells product A. The current selling price is £11 and the total of variable costs per unit is £6. The fixed costs of production are £350,000 and the company currently sells 75,000 units. 
 
Required: 
 
(a) Calculate the break-even point (in units and revenues) of product A for Kerrigan Ltd.                                                                       [10 marks] 
 
(b) Calculate the profit made on sales of 75,000 units.           [10 marks] 
 
 
(c) The company will make an advertising campaign costs £10,000 and will improve the product specifications, which will increase the variable cost per unit by £1. This is expected to allow the company to increase the selling price to £13 and the sales is expected to be 
80,000 unites.  Calculate the new profit figure for the improved 
	product.       	 	 	 	 	 	         [15 marks] 
 
(d) Discuss the limitations of break-even analysis.                    [15 marks] 
 
 
QUESTION 2 
 
(a) Discuss the importance of management accounting, and how it differs from what financial accounting provides.                                                
[25 marks] 
 
(b) Discuss three techniques by which the management accountant can 
achieve the objectives of management accounting.                                   [25 marks] 
 
 
 
 
Table of Contents
Question 1	4
Question 2	6
REFERENCES	8




Question 1
a) Break even point = Fixed cost / Contribution per unit
= 350000 / 5 (11-6)
= 70000 Units
Break even point in revenue: 70000 * 11
= 770000
b) Profit made on sale
	Sales
	825000 (75000 * 11)

	Less:
	

	Variable cost 
	450000(75000 * 6)

	Contribution 
	375000

	Less:
	

	Fixed cost 
	350000

	Profit 
	25000



c) New profit figure
	Sales
	1040000 (80000 * 13)

	Less:
	

	Variable cost 
	560000 (80000 * 7)

	Contribution 
	480000

	Less:
	

	Fixed cost 
	350000

	Profit 
	130000
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   d)

 Break even point is a technique used in management accounting to make strong decisions in the organisation. The technique is associated with certain limitations that restrict the advantage of utilising the technique of management accounting. This is very difficult to separate the fixed cost and variable cost. In context to the management accounting practice segregating fixed cost and variable cost is very essential. In respect to the management accounting practice this is equally challenging to segregate the fixed cost and variable cost. This is important to differentiate the fixed and variable cost in nature. The availability of semi variable cost create a huge issue for the management to entertain the complete advantage. Sales revenue and variable cost do not increase in proportion with production in the organisation. In context to the variable overhead problems are entertained in respect to under or over recovery of the respective cost (Gunarathne, Lee and Hitigala Kaluarachchilage, 2021). Price fixation and comparison between the jobs are also very challenging to allocate the respective fixed and variable cost. The key limitation associated with the break even analysis is that it completely avoid the time value of money. 
	In context to the break even analysis the sale price is a key driver to influence the entire evaluation. This is projected that the competitiveness of the market influence the sale price at each individual level. The contently changing sale price further impact over the the entire evaluation which further do not provide the complete information. Many industries like shop building where fixed cost are completely ignored at many places this technique is not feasible enough to use. This technique contains plenty of limitations which completely affect the entire evaluation (Laguecir, Kern and Kharoubi, 2020). The technique of break even analysis is complicated at some level. This is essential for the business entity to clearly specify all its fixed and variable nature of cost. Ignorance of time value of money is considered as the major limitation associated with the break even analysis. The role of the whole technique is to guide the organisation about dealing with all the cost incurred to produce the service and unit of sale. The role of the break even analysis in formulating strategies for enhancing the overall sales of company. All these limitations restrict the company in achieving all its various business objectives.




Question 2
a) Management accounting is a technique that is used by the management of organisation to make strong decisions on the basis of the needs and requirements of the business entity. The role of the management accounting is about to make strong decisions on business sop that overall objectives of company could been meet by the organisation. This is essential for the business entity tio channelises this practice for taking all importantr decisions about thee investment, operations and all other area of responsibilities (Makarenko, 2018). All these aspects are essential and required for the company to take on the strong decisions in the business. The management accounting techniques like investment appraisal, budgetary management and such like practices favour and empower the organisation to make strong decisions so that business objectives can meet in the best way possible. The role of management accounting is to direct the organisation for making strong decisions. This involves decisions making about the operations, functions and investment related decisions to be taken. 
	The management accounting and financial accounting both these concepts are different from each other. Management accounting is more like taking the best level of decision that can support the company in making strong decisions about the operations of company. On the other hand financial accounting is more like preparing the financial accounts or books of accounts to project the fair and true position of the organisation. This is done on the basis of the accounting principles and fundamental for presenting the actual position of company in the most effective way possible (Ndemewah, Menges and Hiebl, 2019). The use of financial accounting is like preparing the different books of accounts and accounting records such as trial balance, income statement, cash flow statement and such like documents to prepare and project the true position of the organisation. The role of the financial accounting is only limited with preparing the books of accounts of company so that overall position of the company could have been represented in front of the stakeholder group of company. This is essential for the organisation to portrait the overall financial position of organisation in the most attractive way possible. Management accounting the other hand are only limited with making strong decisions in business to project the information in the best way possible. 
b)
Standard costing technique: is one of the core technique used in the managed accounting., This involve using the standard cost for all the expenses company incurred. The cost is identified with support of previous records and on the basis of the expenses incurred on an average basis this is about to utilize all the financial records of company (Nguyen and et.al., 2019). Standard cost technique is one of the most effective method and technique that is adopted in the management accounting practices approaching the overall business objectives in the best way possible. 

Budgetary control technique: is also a key technique that is used in the management accounting practice. This allow the organisation to prepare the budget on the basis of the needs and requirements of company. The role of budgetary control technique is to prepare the bets suitable budget on the basis of the requirements of company and the overall established cost incurred in the organisation (Phan, Baird and Su, 2017). This can be done and channelises by the company to formulate the best suitable budget based on the overall needs and requirements of the business venture. This technique favour the organisation to project all the cost records in the best way possible. This technique further support the company in allocation of resources at all different operational and functional areas associated with the organisation.
Cash flow statement: is also a key technique or approach that is adopted under the management accounting. This is about to manage the liquidity situation of the company ion the best way possible. This technique of management accounting support the company in managing all the inflows and outflows of cash in the organisation (TRUHACHEV, KOSTYUKOVA and BOBRISHEV, 2017). The role of the management accounting practice is to formulate the practice in the best way possible. 
	The above stated techniques are the core techniques and areas that are adopted by the company to ensure the best level of practices as a part of the management accounting. This is important and essential for the company to utilize these techniques in the best way possible so that overall business objectives could have been meet by the company.
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