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[bookmark: _Toc80629287]QUESTION 1: Kerrigan Ltd
[bookmark: _Toc80629288]A) CALCULATION OF BREAK-EVEN POINT
Sintha (2020) explains the break-even point as that point where the business is in the situation of neither earning profits nor having losses. This point is a result of equal balance attained by the costs incurred and revenue earned. Sales made beyond this point assure the business of earning profits. With the calculation of the break-even point,  will be able to determine the quantum of sales it will require to make for attaining the no profit-no loss point.
	Particulars	Comment by patarscu costel: 	Comment by patarscu costel: 
	Formula
	Computation
	Result

	Selling price per unit
	
	
	£11

	Total variable cost per unit
	
	
	£6

	Contribution per unit
	Selling price per unit - Total variable cost per unit
	£11 - £6
	£5

	Fixed costs
	
	
	£350,000

	Break-even point in units
	Fixed costs/Contribution per unit
	£350,000/£5
	70,000units

		Break-even point revenues



	Price * Quantity Sold
	11*75,000
	825,000 Total Revenues



 


[bookmark: _Toc80629289]B) CALCULATION OF PROFIT MADE ON SALES OF 75,000 UNITS
:



	Particulars
	Formula
	Computation
	Result

	Total Sales revenue
	Selling price per unit*75,000units
	£11*75,000 units
	£825,000

	Less: Total variable cost 
	Total variable cost per unit*75,000 units
	£6*75,000 units
	(£450,000)

	Contribution 
	Total Sales revenue - Total variable cost
	£825,000 - £450,000
	£375,000

	Less: Fixed cost
	
	
	(£350,000)

	Profit/Loss
	Contribution - Fixed cost
	£375,000 - £350,000
	£25,000





[bookmark: _Toc80629290]C) CALCULATION OF NEW PROFIT FIGURE FOR IMPROVED PRODUCT


	Particulars
	Formula
	Computation
	Result

	New selling price per unit
	
	
	£13

	New total variable cost per unit
	Old variable cost per unite + New variable cost per unite
	£6 +£1
	£7

	New sales volume
	New sales volume 
	
	80,000units

	New contribution per unit
	New selling price per unit - New total variable cost per unit
	£13- £7
	£6

	New total contribution
	New contribution per unit*New sales volume
	£6*80,000 units
	£480,000

	Less: New fixed costs
	Old fixed costs + Advertising cost
	£350,000 + £10,000
	(£360,000)

	New Profit
	New total contribution - New fixed costs
	£480,000 - £360,000
	£120,000




[bookmark: _Hlk80956101]: D) LIMITATIONS OF BREAK-EVEN ANALYSIS
The break-even analysis is important to be performed for estimating the right quantum of production volume and setting the right selling price to cover all the costs incurred and earn a profit . The concept is significantly important for making the business perform rightly but it inherits certain limitations. These limitations are: 
· Time-consuming: 
· Use of assumptions: 
· Classification of costs: 
· Ignores discount: 
· Ignores concepts of economics: 
· Not applicable in long run: 
· Ignores fluctuations in prices: 
· Ignores stock level
· Does not consider market conditions
· Ignores other significant concepts
· Not useful for all types of businesses 
· Ignores competition 


 QUESTION 2
· 


[bookmark: _Toc80629293]A) IMPORTANCE OF MANAGEMENT ACCOUNTING AGAINST FINANCIAL ACCOUNTING
Every business that owns an accounting system generates accounting information by identifying, measuring, recording and summarising its activities and financial transactions. Accounting is majorly categorised into two branches, one is financial accounting and the other is management accounting . Both of them process data to generate information for different groups of people. Financial accounting mainly serves information to people outside the business in the form of financial reports for fulfilling their need for financial information concerning the business for making rational decisions. These reports are prepared by following specific legal guidelines like generally accepted accounting principles  or Financial Accounting Standards Board (FASB), etc. . On the other hand, management accounting generates customised information for the people inside the business, mainly the managers for enabling them to use information concerning business operations for effective planning, operating and evaluation. Such information also assists them in making decisions concerning changing technologies for improved production activities. The overall aim of the information under management accounting is to convey such information that can aid decision making leading to the more efficient and effective performance of the business .
Both the branches of accounting serve different purposes. Though financial accounting is based on legal requirements that cannot take the place of the significance of management accounting. Financial accounting can only serve legal purposes and satisfy the needs of external people but improvising the business’ performance comes under the role of management accounting only. Functions like planning, controlling or performance measurement are also performed by management accounting usefully . Management accounting does not fulfil mandatory needs like financial accounting but still, its importance cannot be overlooked before financial accounting as the difficulties concerning business’ growth and information asymmetry can be addressed effectively by this branch of accounting only .


[bookmark: _Toc80629294]B) TECHNIQUES FOR ACHIEVING THE OBJECTIVE OF ASSISTING IN THE PROCESS OF PLANNING, CONTROL AND DECISION-MAKING
There are different management accounting techniques important for the managers to be used for managing a business effectively and efficiently. Performance, be that financial or non-financial, can be enhanced with the implementation of these techniques . Availability of different techniques aids the business to choose whatever suits it best for the best possible planning, control and decision making . A few of these techniques are as follows:
· Marginal analysis: Marginal analysis is an important technique that is mainly important for the management accountants in respect of decision making. It combines different managerial functions for making effective decisions mainly during times of high competition. It assists in assessing the financial condition of the business in terms of price, costs, production volume, etc. and making effective decisions regarding the same . Apart from these,  assert that marginal analysis performs a break-even analysis for attaining precise results. It serves the management by assisting it in planning for making improvisations in the growth of the business, planning the right level of sales for generating the desired profits, controlling the losses, controlling the influence of different factors of performance on profitability and making optimal decisions in this regard. 
· Budgetary control: Budgetary control is a significant technique mainly associated with planning and cost control. This technique implements an effective system across the organization under which budgeting is laid before all the departments as a standard plan to be followed by coordinating with each other, determining and sharing responsibilities and comparing and acting upon the actual performance with the budgeted one for maintaining the profitability at the decided level.
· Standard costing: Standard costing is one of the vital techniques under management accounting which overcomes the limitations of historical costing of providing past details concerning business activities. This technique sets standard costs and compares them with the actual costs after they are incurred for analyzing deviations, if any, for determining corrective actions to control the performance. It allows controlling costs and assists the management further in the formulation of concerned policies .
· Constraint analysis: Constraint analysis is the technology available to the management accountants for identifying bottlenecks concerning the product lines of the business, inefficiencies caused by them and influence on the turnover and profitability of the business. Such identification allows the managers to plan better for controlling the performance of product lines and making the best possible decisions in their regard for improvising the performance . 
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