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[bookmark: _Toc80981045]QUESTION 1
[bookmark: _Toc80981046](a) Calculate the break-even point (in units and revenues) of product A for Kerrigan Ltd.
Based on the details available about Kerrigan Ltd, the following are cost and sales details of the company –
Variable costs = £ 6 per unit 
Total fixed costs = £ 75,000
Selling price = £ 11 per unit
Number of units sold = 75,000 units
As a result, 
Contribution of Kerrigan Ltd per unit 
= Selling price – Variable costs
= £ 11 per unit - £ 6 per unit 
= £ 5 per unit
Depending on the above details, the below is a detailed breakeven point calculated for Kerrigan Ltd –
Breakeven point (in units)
= Total fixed cost spent during the year / Contribution per unit
= £ 75,000 / £ 5 per unit
= 15000 units
Breakeven point (in sales revenue)
= Total fixed cost spent during the year / (Contribution per unit / Selling price per unit)
= £ 75,000 / (£ 5 per unit / £ 11 per unit)
= £ 75,000 / £ 0.454545
= £ 165000
Hence, from the above calculations, it can be derived that the breakeven units of Kerrigan Ltd is 15000 while the breakeven sales of the company £165000.
[bookmark: _Toc80981047](b) Calculate the profit made on sales of 75,000 units.
According to the details available for Kerrigan Ltd, the following calculations can be made –
Total sales revenue = £ 11 per unit * 75000 units = £ 825000
Total variable costs = £ 6 per unit * 75000 units = £ 450000
Total fixed costs = £ 75000
Hence, Total Costs = Variable costs + Fixed costs = £ 825000 + £ 450000 = £ 525000
As a result, 
Profit made by Kerrigan Ltd by selling 75000 units
= Total sales revenue – Total costs
= £ 825000 - £ 525000
= £ 300000
Therefore, by selling 75000 units, Kerrigan Ltd will be earning profit of £300000.
[bookmark: _Toc80981048](c) Calculation of new profit
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.
In case if Kerrigan Ltd invests into the advertising campaign, the following will be the details of the campaign –
Sales: 1040000
Less: Variable cost: 80000
Contribution: 960000
Less: Fixed cost: 10000
Profit: 950000
[bookmark: _Toc80981049](d) Discuss the limitations of break-even analysis.
The break even point for a corporation is determined when the profitability of the organisation at a particular amount of sales revenue is zero. It is always helpful for a business organisation to conduct business operations much beyond break even point because it ensures the creation of profit for the company (Kresta and Lisztwanová, 2017). On the other side, conducting business operations below the break even point is ineffective for the company because it increases losses. As a result, the limits of the break-even analysis will be explored in depth below.
· Ignores the time factor: 
the time element is totally dismissed in the break-even analysis when determining the break-even point in terms of value or number of items. Because the value of money varies over time owing to market circumstances or inflation, it is critical to take time into the process of determining the break even point.
· There is no way to compare organisations among each other:
Break-even analysis does not allow for inter-organizational comparisons since it is done using the operational framework of a single firm or organisation.
· It's difficult to separate fixed and variable costs completely:
The total division of fixed and variable costs by a company is a challenging task because there are many costs that fall into both categories of fixed and variable costs, as well as semi-variable costs that are not taken into account when determining the break-even point under the break-even analysis (Kurmangaliyeva et al.2021).
· Variable overheads are distributed:
Variable overheads are distributed within the costing process of a given product depending on the particular assumptions and estimations made by management personnel within the organization's costing department.
· Breakeven analysis is dependent on a set of unrealistic assumptions:
The break-even analysis implies that only the sale price of the organization's particular products sold at various points in time is the same. As a result, the assumptions used in the break-even analysis are very unrealistic and impractical in terms of arriving at a justifiable conclusion at any particular moment in time.

[bookmark: _Toc80981050]QUESTION 2
[bookmark: _Toc80981051](a) Discuss the importance of management accounting, and how it differs from what financial accounting provides.
The significance of management accounting is explored in depth below:
· Better consumer service: Management accounting gives an organisation the tools it needs to assess the requirements and desires of its consumers.
· Planning: Management may obtain in-depth understanding of the existing and future operating conditions of the organisation by successfully analysing financial operations and planning appropriately for increased total revenue generating capacity as well as operational efficiencies (Alvarez et al.2021).
· Decision making: Management can successfully conduct the decision-making process for increasing the company's value and position in the future if they have effective and suitable information and awareness of the history and current operational structure of the organisation.
· Measurement of performance: Using Management Accounting, the organization's management may properly monitor and analyse its performance efficiency over a period of time.
Financial accounting vs. management accounting: what is the difference?
· To begin, the major goal of financial accounting is to give suitable information to internal and external stakeholders about the total functioning of the firm (Hlaciuc et al.2017). The major goal of management accounting, on the other side, is to extract accounting data in order to make management decisions that improve overall organisational performance as well as revenue generation capacity. 
· Financial accounting reports are created using the concepts of Generally Accepted Accounting Principles (GAAP) as well as the accounting standard used in the nation where the company operates. Management accounting is not bound by any of these principles, and it is created by management according to their own demands and requirements.
· Financial accounting is a notion that is required of all sorts of public organisations, and it has been controlled by applicable accounting standards and companies provided by responsible authorities. On the other side, management accounting is a decision made by your organization's core management team, and that is not required even in public organisations.
· The duration for efficiently preparing financial accounting statements is typically one year, often known as a financial or accounting year (Saeidi and Othman, 2017). On the other side, there is no set timeframe for preparing and performing Management Accounting because it is optional and may be done at any moment.
[bookmark: _Toc80981052](b) Discuss three techniques by which the management accountant can achieve the objectives of management accounting. 

Management accountants are often required to use different techniques for attaining the objectives and goals of management accounting. Management accounting is primarily aimed at enabling the management of organisations to minimise losses and maximising profits. It offers crucial information to managers so that they may plan and control operations while undertaking effective decision making whenever required. Financial planning is widely regarded as one of the most common techniques for attaining management accounting objectives. Financial planning refers to the act of deciding well in advance about the different kinds of financial activities that would be necessary to attain the goals and objectives of organisations. As understood from the views of Nekhaychuk et al. (2019) this usually includes the determination of short term and long term financial objectives of the organisation, formulation of financial policies while developing the required financial procedures for attaining the specified objectives. Financial policies help management accounts in ensuring that maximum return is achieved on the capital that has been employed. 
These financial policies may relate to funding sources, determining the required capital, determining and distributing income while also helping in equity capital and determining investments in different assets. Standard costing is another common technique used by management accountants for achieving the different objectives related to management accounting. This refers to the practice of establishing standard costs under effective operating conditions while comparing the standard with the actual. It also includes the aspects of calculating and analysing variance as this helps in identifying reasons while ensuring that remedial actions are taken whenever required (Iliemena and Amedu, 2019). This also ensures that similar adverse situations do not occur again in the future. This helps in management accounting as it supports cost control for organisations. Along with these techniques, developing cash flow statements are also deemed effective in helping businesses attain their management accounting objectives. 
These funds flow statements are based on the patterns of increase or decrease in overall working capital and are one of the most important constituents of successful financial planning (Ni et al., 2019). It has often been seen that a company has adequate working capital reflected by its funds' flow statement while still failing to meet liabilities. This may prove challenging for the organisation as it may be caused due to increase in trade debtors and an unexpected accumulation of inventories. Cash flow statements prove crucial in these instances as it offers more detailed and extensive information and data related to cash outflows and inflows. It may thus be understood that cash flow statements are one of the most common cash control tools that help in summarising cash inflow sources while using cash outflows at regular intervals. This helps in attaining the objectives and goals of management accounting as it ensures that management accountants can execute an effective liquidity analysis for the organisation. It may therefore be stated that these techniques are some of the most common ways in which management accountants may be facilitated in attaining the overall objectives and deliverables of management accounting.   
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