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Question 1:	
(a) Calculating the break-even point of product A for Kerrigan Ltd.
Here, 
Fixed cost = £350,000
Variable cost = £6
Selling price = £11
So,
     Contribution margin = £11 - £6
     = £5
We know that,
Break-even point = Fixed cost ÷ Contribution margin
     = £350,000 ÷ £5
     = 70,000 units
Break-even point of product A is 70,000 units
Break-even points in revenues = 70,000 × £11 = £770000
(b) Calculating profit made on sales of 75,000
Here,
Contribution margin = £5
Number of products = 75,000
So, 
Profit = 75,000 × £5 - £350,000 = £25,000



(c) Advertising campaign cost = £10,000
New, fixed cost = £350,000 + £10,000 = £360,000
Variable cost will increase = £1
New, variable cost = £6+£1 = £7
New, selling price = £13
Expected units to be sold = 80,000 units
Contribution margin = £13 - £7
= £6
New profit figure = 80,000 × £6 - £360,000 =£120,000

(d) Discussing limitations of break-even analysis
Break-even analysis is the common tool that is used in cost accounting business and economics. Break-even point refers to the exact point where total cost and total revenue will be same. Break-even point is used to find out the number of units or dollars of revenue to match with fixed cost and variable cost. For every business, break-even point is an important stage but has some limitations which are discussed here: 
In the real-life business world it is difficult to separate variable cost and fixed cost which is the key to calculate break-even point (Morano & Tajani, 2017). Actually many semi-variable costs are not considered in break-even analysis. 
At the time of calculating break-even point analysis, it is considered that sales revenue and variable cost will increase proportionately which is totally rubbish. Variable cost will decrease for certain number of production, variable cost will decrease like businesses will get more discounts for bulk buying. 
Variable costs are appointed on estimate basis where under-recovery or over-recovery is must and price fixation and comparison based on break-even point cannot be done.
Over the long period price of product and cost of product will change and performance of product at two-time points will be different. 
At the marginal cost principle, firms may opt to order more where they ignore production capacity and there they will need extension of production capacity which may increase actual cost of production.
Valuation of closing stock is ignored at the break-even point analysis as stock is always undervalued. 


Question 2
(a) Discussing importance of management accounting and how management accounting is different from financial accounting
At the very of evolution of accounting there is not management accounting and at that time goal of accounting was to write down daily transactions to get proper results. Management accounting provides financial information to managers or more precisely inside decision makers of the organisation. Management of the organisation makes decisions based on daily, weekly, monthly reports which are generated by management accounting. 
Implementation of relevant cost analysis: Management of the organisation needs to determine price of products at the very beginning of the production project. There, they use relevant cost analysis to identify actual cost of different elements (Shah, et al., 2011). Data-driven business decision-making is always preferable and management accounting provides detailed data of the organisation. 
Effective production decisions: Management of the organisation has to deal with scarce resources and managers have different investment proposals. Management accounting compares available business proposals and tries to choose best one for investment. Management accounting saves businesses from potential financial catastrophe. 
Planning, budgeting and forecasting: Key task of management accounting is to collect detailed information about the organisation and develop budget for upcoming accounting period. Management accounting projects financial direction of the organisation with the help of planning and forecasting. In management accounting plans, there are projection of revenues and at the capital budgeting future investments are highlighted. 
Decisions of project management:  In this competitive business world, there is no scope for error and management accounting performs cost-benefit analysis of every project. Companies have to pay significant amount of money and time for net projects and success of those projects is evaluated by management accounting. 



Management and financial accounting have some basic differences which are discussed here: 
	Management accounting 
	Financial accounting 

	Management accounting develops financial reports to inside decisions to continue daily operation. 
	Financial accounting develops reports to highlight financial health of the company to outside decision makers. 

	For current and future decision making, managerial accounting is necessary for the organisation. 
	Financial accounting is important to current and potential investors.


	Accounting standards like GAAP, IFIC etc. are followed at the time of management accounting reporting. 
	Every financial report follows accounting standards like GAAP, IAS etc. to ensure credibility. 

	Management accounting reports include useful information. 
	Overall information of the organisation is focused on financial reports. 

	Management accounting creates reports for future business use. 
	Information of financial reports is historical with defined period. 







(b) Discussing three techniques by which management accountants can achieve objectives of management accounting 
Management accountants of the organisation are responsible to continue day-to-day operations effective and efficient. Management accountants follow some techniques to achieve objectives of management accounting. Here are highlighted there important management accountant techniques:
Planning: Management accounts have great influence on developing company agenda or mission statement. Management accountants are focused on company mission and develop future plans with available resources. Management accountants allocate resources based on short-term and long-term goals. Management accountants develop financial plans for every project and organise necessary resources ((Sunarni, 2013)). At their plans, they include growth of market share, short-term profit increasing, and value-adding etc. Planning is the determining step to achieve goals of the company. Management accountants should develop proper planning to achieve management accounting objectives.
Controlling: Management accounting allocates resources to different projects and with the controlling process, management accountants monitor progress of different projects and costs. Management control is done with the help of management accounting. Management accountants use tools inventory turnover to control inventory. Performance measurement will help to develop proper control over projects and management accounting does this thing (Lambert & Sponem, 2012). Management accountants determine course of action to ensure implementation of plan. Management accountants should provide proper feedback so everyone in the organisation will be cautious and work to achieve management accounting goals.   
Managing cash flow: Company has to maintain cash flow properly to ensure maximum profitability. Management accountants are responsible to balance cash inflows and outflows. Cash flow is always an important task of management accountants to meet company bills. With positive cash flow, management can continue day-to-day operations like pay down debt, buyback stock, reinvestment, adding retain earning which are key goals of management accounting. 
Management accountants should work to support managers to make operational decision making which will help to maintain sustainable organizational development.  
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