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Question 1:
a.) Calculate the Break-even point (in units and revenues) of Product A for Kerrigan Ltd. 

Selling price= £11
                        -
Variab. Cost = £6 
Contri. point=   5 
£350000(fixed cost of production) / 5 (contribution point) = 70,000 break-even point units
Selling price= £11
£11 * 70000 (break-even point unit)= 770,000 break-even point revenue

Break-even point unit = 70,000
Break-even point revenue = 770,000 

b.) Calculate the profit made on sales of 750,000 units. 

75,000(company currently sells) – 70,000(break-even point unit) = 5000 
5000 * 5(contribution point) = £25,000 (profit of sales 75,000 unit)

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. 

Variable cost per unit = £6 + £1 (increase of variable cost per unit) = £7(new variable cost) 
£13(new selling price ) - £7(new variable cost) = £6 (contribution point) 
£350,000(fixed cost of production) + £10,000(advertising campaign cost) = £360,000 (expected cost) 
£360,000(expected cost) / £6(contribution point) = 60,000(break-even point unit) 
80,000(expected units) – 60,000(break-even point unit) = 20,000 unit * 6 (contribution point) = £120,000 (profit of 80,000 unit) 

£120,000(profit of 80,000 unit) – £25,000(profit sales 75,000 unit) = £95,000(difference of 80,000 unit profit and 75,000 unit profit)




d.) Discuss the limitations of break-even analysis. 

With the calculations and information from the exercise, I think that in part (a.) we have a profit of £25,000 which is £95,000 smaller than the new profit the company made in part (c.) which is £120,000. Part (c.) is a much better option for the company as it makes more profit then the first option, however with part (c.) we need to increase the costs with £10,000 for advertising which means we also have to increase the variable cost per unit by £1 and the selling price by £2 (from £11 to £13). These are changes that can affect the sales on that product. On the other hand, if we have payments for the product which go towards advertising this could give us more income from sales in the future as the product will gain more publicity. I can give an example of Covid19 and how through it, online shopping gained a massive popularity (amazon, eBay etc.). In these times, a lot of companies also invested in online advertisement so that people would have the option to shop in online stores too. These investments may seem expensive however in the case of part (c.) they were one of the reasons the company had a better flow of income. This is why I think that management accounting is important as you are able to look at patterns and see how it might affect the future, if it will be positive or negative.   



















Question 2:

a.) Discuss the importance of management accounting, and how it differs from what financial accounting provides. 

[bookmark: _GoBack]Management accounting is an important strategy which can help companies in the long run. When a company wants to make a purchase of some sort which they think will benefit them, management accountants are there to make the decision if the purchase would be worth the money and if it positively correspond to future sales. It provides a clear view of present financial status and what the company needs to do in order to gain more profit (Industry today,2017), where accountants make decisions from gathered information. With management accounting you will be able to spot any mistakes easily, finding out what your company is need of and you can create a strategic plan of the future for your company. The difference between financial accounting and management accounting is that management accounting is supposed to help people like managers inside of the company whilst account helps out companies outside of your own by giving information to them. Management accounting is designed to help your company personally whilst financial accounting solves business deals externally to the general eye (Ross, S. 2019). 


b.) Discuss three techniques which the management accountant can achieve the objectives of management accounting. 

In order for management accountants to achieve the objectives of management accounting they use some of these techniques; margin analysis,
Capital budgeting and trend analysis and forcasting. Margin analysis, is an important technique as it is used to calculate the break-even point in order to see what the company has to offer in terms of sales. It gives you benefits of enhancing the product. Another technique which management accountants use to achieve vital objectives is capitals budgeting. It is an evaluation process of any investment in new equipment etc. to see if that product has potential to be at use. I think this is a useful technique as it marks out a clear pathway of what purchases should be happening and what the company might find useful in the future. The third technique management accountants might use is trend analysis and forecasting. This is a stage where accountants need analyse a pattern in present-day trends and how they can make a product which will fit into those patterns (Hayes, A. (2019). After identifying the product type, it allows accountants to see how much the cost should be and for how much they should put it up on the market. It is a great seeing what you can make which will be up to the newest trends and it can guarantee flow of income. These are the most important techniques as they can allow you to look at the cost, visual, and any criticism upon the said product. After it goes through all of these stages then the product will be perfect for marketing. 
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