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[bookmark: _lfkl5r6lvkd][bookmark: _Toc114152360]Introduction
Accounting fundamentals include keeping records under which managerial accounting, financial accounting and income taxes are learned and analysed (Ferrero, 2020). The following report is of the accounting fundamentals of Kerrigan LTD where the company makes and sells   Product A. The report will be calculating the Break-even point of Product A. Then the profit of selling 75,000 units will be calculated. Then the net profit figure of the company after making the advertisement campaign will be discussed. After that, the limitations of break -0even analysis will be done. In the next question, the discussion of the importance of management accounting and the difference between management accounting and financial accounting will be provided. Then at the end, the discussion of three different techniques by which the management accountant can achieve the different objectives of management accounting will be explained. 
[bookmark: _ee18yzh9dsp]

[bookmark: _lv5vgejdcwuw][bookmark: _Toc114152361]QUESTION 1
[bookmark: _p338f2pn4qsb](a) “Calculate the break-even point (in units and revenues) of product A for Kerrigan Ltd”
The term "break-even point" can be defined as the most important point at which total costs and revenue earned are equal and similar. The main purpose of the break-even point is that it helps the manager of the company to plan for future business transactions. Additionally, it also aids the owner, CEOs and CFOs in assessing how long it would require for an expenditure or investment to yield a profit (Gambonini et al., 2022). One of the main merits of preparing break-even points in the business is that it helps the manager of the company in determining how many commodities must be sold to turn a profit. As a result, this may also assist the company to earn more profit than their competitors, resulting in building stronger goodwill than rivals. Another main merit of break-even analysis is that it helps the company in lowering risk by directing them away from investments or product lines that are most likely to fail. On the other hand, the break-even point has a demerit too which is, that it is very time-consuming, so the manager of the company needs to spend most of the time just preparing it accurately and properly (Bahrun et al., 2021).  The break-even point of the business in sales and units is computed below:
“Break-even point in units of Product A for Kerrigan Limited = Fixed Costs / (Sales Price per Unit – Variable Cost per Unit)”
= 350000 / (11 - 6)\
= 350000 / 6
= £70000
“Break-even point in sales or revenue of Product A for Kerrigan Limited = (Fixed Costs x Sales)” / “(Sales – Variable cost)”
= (350000 x 825000) / (825000 - 450000)
= 288750000000 / 375000
= £770000

[bookmark: _sn3xoidxkryh](b) “Calculate the profit made on sales of 75,000 units”. 

Revenue or sales generated from Product A = £ (75000 x 11)
                                                                              =  £825000
Expenses of the business:
Total fixed cost or expenses for the business = £350000
Total variable cost or expenses for the business =  £ (6 x 75000)
                                                                             = £ 450000
The net profit the business makes from the sale of 75000 units of products = £ (825000 - 350000 - 450000)
=  £ 25000

[bookmark: _nf511ec0x9fq]
[bookmark: _xzz3ijshwmib](c) “The company will make an advertising campaign costing £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 are expected to be 80,000 units. Calculate the new profit figure for the improved product”

New sales or revenue for the business from the sale of Product A = £ (13 x 80000)
                                                                                                         = £1040000
Expenses of the business:
Advertisement expenses = £10000
The total fixed expense for the business = £350000
Total variable expenses for the business = £ (7 x 80000)
                                                                 = £ 560000
The net profit the business made from the sale of Product A in the market =  £ (1040000 - 10000 - 350000 - 560000)
=  £ 120000

Profit is very crucial in a business because if the manager of the company fails to generate profit, then they will be unable to run their business properly. Profit is also very important in a business because it helps them to expand their business both nationally and internationally. By expanding business, there will be a direct increase in the level of goodwill (Brauer and Daniels, 2022). Another importance of profit is that with the help of profit, the manager of the company can fulfil any of their business requirements. As a result, the company can fulfil their needs which may help them to stand out in the marketplace. 


[bookmark: _xc4b1p9bqhr8]

[bookmark: _srpby3wezpfz](d) “Discuss the limitations of break-even analysis” 
The analysis by which the determination of the point of a business where the product or service will be profitable and where all the costs invested in the production can be covered is known as Break-even analysis (Gandhi, 2022). With the help of Break Even analysis, the selling point of a product which can bring the desired amount of profit can be determined. It also helps in fixing the volume of sales which will help in covering the given return value on the employed capital.  It also helps to forecast the profit and the costs which are the result of changes occurring within the volume (Shivam, 2022). Despite Break-even analysis helps in many elements of the organisation it also has some limitations which we discussed below:
1. Break-even analysis cannot achieve or get a “Clear cut division” of the expenses or costs into variable or fixed types. 
2. As Break-even analysis assumes that fixed costs remain constant during all types of activities. But it should be concerned that all the fixed costs tend to change or vary more after a certain level of activities (IB Business Management, 2022). 
3. The assumption was made that the selling prices of the products remain constant and provide a straight line of revenue cannot be true. The selling price of a product is all dependent upon different factors like competition in the market, demand and supply rate and other factors. Keeping all these factors it can be seen that the selling price cannot stay constant. 
4. Break-even analysis also assumes that the conditions, in which a business runs, might not change which is not true with time the business conditions changes. 
5. Break-even analysis also assumes that the product mix will remain the same is somehow difficult and impossible in terms of practising it in real life (IB Business Management, 2022). 

[bookmark: _cnvwzakpckld]

[bookmark: _7en2l6i8o85k][bookmark: _Toc114152362]QUESTION 2
(a) “Discuss the importance of management accounting and how it differs from what
Financial accounting provides”
Management Accounting is those financial reports which are made or created for a business and its owners as well as the managers which are generally produced on a monthly or even quarterly basis (Hiromoto, 2019). This normally consists of the balance sheet and the profit and loss report of the company. In simple words, management accounting is simply the creation of reports about a particular business and its operations which helps the managers of the business to create long-term as well as short-term decisions for the company. It is simply a process by which the goals of an organisation are transferred to the manager of the business by identifying, analysing, measuring, communicating as well as interpreting. The main focus of management accounting is on all the different accounting-based information management regarding the metrics of the business operations (Afifa and Saleh, 2021).  It also includes detailed information about the expenses related to the purchasing of products or services by the company. Management Accounting and its importance within an organisation will be discussed below:
· Forecasting the future: With the help of management accounting, the different important questions related to business can be easily forecasted about the future of the business. 
· Cash flow Forecasting: Management Accounting helps in cash flow estimation in a business as well as the impact of the cash flow as well (FreshBooks, 2022). It is so because management counting involves the budget creating charts of trends which the manager of the business uses to decide the allocation of the money as well as resources which are to be generated for meeting the estimated revenue growth. 
· “Helping in Buy or make decisions”: Management accounting creates awareness about the costs as well as the products which are important elements in purchasing the choices (FreshBooks, 2022). Data which is collected from management accounting helps in empowering the decision-making process for both the strategic level as well as operational levels.
Financial accounting is simply a typical type of accounting in which the different methods of summarising, documenting, and reporting the business transactions of a business are given with the help of a financial statement (Weygandt et al., 2019). Management accounting and financial accounting are different because financial accounting "collects the accounting data to create the financial statements". Whereas Management accounting comes under the internal processing method which is used for business transactions accounting. Management accounting is concerned with the information which is provided to the managers of a business to control the operations of the business (Borad, 2022). On the other hand financial accounting helps in providing information to creditors, stockholders and any other people who are outside of the organisation or business. The reports which are made under the Management accounting are beneficial to the internal parts of the organisation like the Directors, CEO, promoters and other people. Whereas the report provided by financial accounting is useful for external parties like Shareholders, Customers, Banks, Governments and other people. Management accounting and its produced data and information are not considered to be 100% relevant or verified but reports and information provided by the financial manager are 100% relevant, verified and precise (Borad, 2022). 


(b) “Discuss three techniques by which the management accountant can achieve the objectives of management accounting” 
Management accountant plays a vital role within an organisation as they are responsible for preparing management accounts as well as other reports while overseeing the other general procedures of accounting and practices of the business (Groot, 2020). Management accountant's role is a combination of analytical, financial as well as management skills to aid senior management with promoting long terms financial success and decision-making for the success of the business. The financial reports and data which are produced by the Management Accountant are usually used by the senior management to make informed decisions for the business (Groot, 2020). To be a Management accountant, one should have some skills that are vital to handle the management accounting of the business. The Management accountants should have excellent numerical as well as analytical skills to maintain strong attention to the details of the reports. Even the management accountant should have good knowledge about the business along with a good knowledge of communication is also required (Jones, 2022). Management Accountant’s duties should be followed with very good strategic thinking and organisational skills as well. To achieve the objectives of Management Accounting a Management accountant should follow basic three techniques which are discussed below:
1. Financial Planning: Financial planning is an integral part of an organisation as an organisation needs finance and it helps in determining the long-term and short-term goals of a business. One of the advantages of financial planning within an organisation is that it helps an organisation in achieving its financial objectives of an organisation. Yet, financial planning can cause conflicts between the personalities within the organisation in terms of the expenses of the organisation. Management Accountants can provide the required data and information about finance-related queries within an organisation (iEduNote, 2022). This later helps Management accountants in creating long-term and short-term strategic goals for the organisation. 
2. Budgetary Control: It is a system by which the controlling, planning and Coordinating of the different kinds of activities like distribution and production of services and goods are made. Budgetary controls within an organisation help increase or enhance the profit rate of the organisation. Yet, it increases the risks of conflicts between the different departments of an organisation. A management ACcopunatnat can collect and analyse the different data, information and reports related to the finance of the organisation (iEduNote, 2022). Then submit the collected information to the Management Accounting so that the team can make a budget plan for the organisation. 
3. Marginal Costing:  It is used for measuring the profit rates of the different types of production taking place within the organisation. Due to marginal costing the control of the cost can be effectively done. Yet, it often creates difficulty in fixing the price of the products made by the organisation. As it is fixed because often contributions are made by the different elements. Management Accountants can provide information and data about the prices set by the competition of the organisation in the market (iEduNote, 2022). This will help the Management Accounting department to easily set the prices of the products strategically and profitably. 

[bookmark: _z3d3n7rv1fva]

[bookmark: _7wo66en8okse][bookmark: _Toc114152363]Conclusion
The above report is based on the discussion of accounting fundamentals where the chosen company is Kerrigan LTD which manufactures Product A. In the above report, the break-ve point of product A has been calculated along with the profit made by selling 75,000 units of products. After that, the profit figure after the company made an advertising campaign has been calculated along with all the expenditures. Then the discussion about the limitation of break-even analysis has been done. In question 2 the discussion about the importance of management accounting has been done along with differentiating it from financial accounting as well. Then at the end, the discussion of three different techniques which can be applied by the Management accountant to achieve the objectives of Management accounting has been given.  
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