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Question one
A). Calculating break-even point in units
[bookmark: _Hlk80955470]Break-even point (units) = fixed cost ÷ (sales price per unit – variable cost per unit)
[bookmark: _Hlk80958456][bookmark: _Hlk80956684][bookmark: _Hlk80957152]= £350,000 ÷ (£11 - £6)
= 350000/5
=70,000 units 
[bookmark: _Hlk80958434]This means Kerrigan ltd needs to sell 70,000 units of product in a month to reach the break-even point. 
Calculating break-even point in revenue
Break-even point (revenue in GBP) = fixed costs ÷ contribution margin (selling price – variable costs), where the resulting figure is divided by sales price per unit. 
[bookmark: _Hlk80959106]Contribution margin divided by sales price per unit= (£11 - £6) = 5/11
[bookmark: _Hlk80958448]350,000/ 0.456 = 767543.86
Thus, Kerrigan ltd needs to sell £767543.86 worth of product to break even. 
B). Calculating profit made on sales of 75,000 units of product a
	Kerrigan limited income statement extract

	sales revenue (11×75000
	£825000
	

	less variable cost (6*75000)
	£450000
	

	Contribution
	£375000
	

	less fixed cost
	£350000
	

	 Profit
	£25000
	


Thus, profits made by Kerrigan ltd from the sales of product a is (£25,000).

C). The new profit after improvement of product A
	Kerrigan limited income statement extract

	sales revenue (13×80000
	£1040000
	

	less variable cost (7×80000)
	£560000
	

	Contribution
	£480000
	

	Less advertising cost
	(£10000)
	

	less fixed cost
	(£350000)
	

	New profit
	£120000
	

	
	
	


The new profit from improved product A is £120,000.
Formulas derived from (Tsorakidis et al., 2011)
D) Limitation of break-even analysis
[bookmark: _Hlk80967665]One major limitation of break-even analysis is that it assumes that all costs and expenses can be separable into fixed and variable items. However, practically, it is not always possible to achieve a clear distinction between fixed and variable costs items. Besides, breakeven analysis is built on the assumption that fixed costs are always constant at all levels of activities (Cafferky, 2011). However, it should be noted that fixed costs vary beyond different activities in an organisation. 
The other limitation of break-even analysis is that it does not put into consideration the amount of capital a business employ (Cafferky, 2011). Thus, while determining profit earned from a product let say such in the calculations of profit in Kerrigan Ltd.’s product A above the capital employed is not considered while it remains to be a key determinant of the profitability of the company. 
Break-even analysis ignores competition. Competitors are not factored in the break-even analysis and do not factor in new entrants and substitute products. This means a new product, or a new entrant may affect the company product resulting in a change in price, which is likely to affect the break-even point (Collier, 2015).  
The break-even analysis is also too simple and only suits companies that have one price point. Most companies sell multiple products to different customers in different markets and also at different prices. Thus, customers who buy in bulks get discounts and it is not counted while computing break-even analysis. Therefore, selling price variation and economies of scale are ignored while computing break-even analysis (Tsorakidis et al., 2011). 








Question two
Importance of management accounting 
Making efficient decisions and planning is one of the major roles played by management accounting. Management accounting enables a business to pursue its goals through identification, measurement, analysing, interpretation and communication of accounting data and information to managers (Adler, 2013). In turn, the managers get a clear understanding regarding the financial position of the firm and can make clear decisions such as pricing, staffing, product launching among others. Besides, management accounting assists a firm in making better plans for future activities. The management accounting supplies all financial and non-financial information and data which helps managers to perform better forecasting and analysis (Jiambalvo, 2019). 
Management accounting helps in monitoring and measuring performance in an organisation. Through variance analysis to measure the firm’s performance with pre-established standards for finding out deviation and correcting them (Jiambalvo, 2019). Managers, through management accounting can identify areas that are underperforming and over-performing and re-allocate recourses to achieve better outcomes.  
Differences between management accounting and financial accounting
In general management, accounting refers to the internal process used to account for business transactions in a firm while financial accounting refers to the aggregation of accounting information into financial statements (Patty Graybeal, 2019). This means while management accounting reports at a more detailed level like profit for each product line, profit from a geographical region, financial accounting reports on entire business activities (Holtzman and Hood, 2013). Thus, management accounting is mainly used by internal users including managers, employees, owners while financial accounting is prepared mainly for external users such as investors, creditors and government. 
While financial accounting report more on a firm’s profitability, management accounting reports on what problems, variances a business is facing and identifies ways to fix such problems (Adler, 2013). 
The other key difference between management and financial accounting is the standards and principles followed by each. Financial accounting complies with the Generally Accepted Accounting Principles (GAAP) whereas management accounting does not have to comply with any principle and standards and follows the agreed company system and standards (Williams et al., 2015).
B) Techniques used by management accountants to achieve the set management accounting objectives
Marginal analysis 
Marginal analysis refers to a management accounting technique used by companies to examine the additional benefits of an activity in comparison to the additional costs incurred by the same activity. Marginal analysis is a key technique used by management accountants to measure and evaluate success in the organisation (Alawattage and Wickramasinghe, 2012). It entails the calculation of the break-even point thus determining the optimal sales mix of the firm’s products. Managers use marginal analysis as a decision-making tool that helps them to maximise potential profits. 
Capital budgeting 
The capital budget is the other core management accounting technique used by accountants to achieve the set objectives. Capital budgeting is concerned with the analysis of information needed to make an important decision that relates to capital expenditures (Boyd et al., 2014).  As described by Patty Graybeal (2019) in the capital budgeting analysis, the management accountants calculate the net present value (NPV) and the internal rate of return (IRR) to enable managers decides on new capital budgeting decisions. 
Trend analysis and forecasting 
Trend analysis and forecasting are other important management accounting tools that are used by management accountants to achieve the objectives sets in an organisation. Trend analysis and forecasting are mainly concerned with the identification of various trends and patterns on services and products costs in the market (Collier, 2015). This helps in identifying unusual variances from the forecasted values and finding causes for such variations and how they can be avoided. 
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