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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]
This point is determined by the using the formula that is –
Break-Even Point = (Fixed Cost of the Project)/ Selling Price per unit- Variable Cost per unit

	Particulars
	Total Units
	Per Unit Cost in £
	Total Cost in £

	Sales
	75000
	11
	825000

	Total Variable Cost
	75000
	6
	450000

	Contribution
	75000
	5.0
	375000

	Fixed Cost
	75000
	4.7
	350000

	Break -Even Point in Units
	
	70000
	

	Break -Even Point in revenue
	
	770000
	




(b) Calculate the profit made on sales of 75,000 units. [10 marks]
	Particulars
	Cost

	Total Sales
	 £       825,000.00 

	Total Variable Cost
	 £       450,000.00 

	Contribution
	 £       375,000.00 

	Fixed Cost
	 £       350,000.00 

	Profit 
	 £          25,000.00 





(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]
	Particulars
	Per Unit Cost/ Price
	Total 

	Total Sales
	 £                  13.00 
	 £  1,040,000.00 

	Total Variable Cost
	 £                    7.00 
	 £      560,000.00 

	Contribution 
	 £                    6.00 
	 £      480,000.00 

	Fixed Cost
	 £                    0.38 
	 £        30,000.00 

	Profit
	 £                    5.63 
	 £      450,000.00 



After increasing the advertising cost, the new profit the improved product is £ 450000 on 80000 units. 
(d) Discuss the limitations of break-even analysis. [15 marks] 
There are various limitations of the break-even pint analysis and some of them are:
•​ It is based on the historical data which means this data can be manipulated by the management of the company. It also includes the chances of the usership base of the company which is not a good sign for the data analysis.
•​ It is based on the assumptions that the relationship between the cost and the profit is direct which is not the case in the real world. It can be positive, negative and zero sometimes.
•​ It is based on various assumptions which does not exist in the real world. It has been seen that the because of such assumptions break-even analysis is losing its value.
• ​It is not easy to classify the cost as the fixed and variable cost, however, the break-even methodology suggest that the manager need to do the same in order to get the perfect results. It is not possible in the real world where the cost data is complex and hard to understand.
•​ There are various alternatives that are available in place of the break-even and they are cost-volume profit analysis.
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(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]
A. Management accounting is the process and technique of identifying, measuring, recording, and reporting the financial and the economic information of the company and communicate the same with the managers of the company so that they can take the well-informed decision making for the company. In this way they can increase the key profits margin of the company such as net profit margin, operating profit margin and the gross profit margin. It has been seen and analyzed that the financial and the economic information that the management accountant provides is very important for the company to grow their business operations and also increases the financial viability of the company’s management. It helps the company to increases the capital base as it direct positively impacts the brand value of the company. Under the process of the management accounting, the company need to hire the professional management accountant to conduct the business operations so that it will automatically increases the productivity of the workforce working in the organization. Financial accounting is the process of recording and reporting the financial transactions of the company in the financial statements such as balance sheet and income statement. There is major difference between the two and they are listed below: 
· Management accounting is focused on future trend data which can impact the business operations of the company and financial accounting are focused on the past data which is recorded by the management of the company. 
· Most of the information generated by the management accounting process are used by the internal people which are working within the organization and information captured by the financial accounting process used by the external people. 
· Management accounting includes monetary and non-monetary information of the company where financial accounting provides only the monetary information for the company. 
B. 
Three techniques that can be initiated in relation to sort the purpose of the management accounting by a management accountant in the company includes, 
· Decision making process in the company serves major roles in relation to the management accounting roles and duties which is being carried out by a management accountant. This assists certain alternatives in relation to carry out particular tasks and operations in the company. This in turn contributes into the process of decision making in order to sort out the best of the alternatives in the period. Management accounting plays an essential role in terms of marginal costing, differential costing, and capital budget techniques by an expertise of management accountant (Weetman, 2019, p.428).
· Financial planning technique in relation to the contribution of the management accountant which decides variety of objectives which contributes towards long and short-term objectives of an organization. This can contribute towards the formulation of policies in the company with the development of variety of financial procedures in order to achieve certain financial and operational objectives in the company (Kennon., J. 2021).
· Fund flows and cash flows analysis in the company which assists movement of funds in and out of the company in the period. However, this analysis is being carried out in the company in relation to the changes in the amount of working capital in the period in relation to various operations.  Movement of cash inflows and outflows in order to assess the cash position of the company is the technique used by management accountant which in turn assesses the reasons which can cause variances in the cash position of the company as well as depict the reasons behind the cash which have been generated in terms of different operations in the organization and certain cash movement in the period. This technique in turn would lead to efficient process of the budgetary controls in the company which helps in estimation of the budget for the period and years to come and base out the financial performances of the organization (Weetman, 2019, p.428). 
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