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[bookmark: _Toc80958659]Introduction

This paper will use different calculation methods and formulas to provide accurate information about some of the financial aspects of Kerrigan Ltd.
In the first part, formulas will be used to calculate Break even point and Profit for the above mentioned company.
In the second part, financial accounting and management accounting will be explained and analyzed.
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a) Calculate the break-even point in units :
Fixed costs                  = £350,000=£350,000= 70,000 units
Contribution per unit        £11-£6          £5

Break-even point in revenue :

BEP units x selling price = 70,000 x £11 = £770,000

b)  Calculate profit made on sales of 75,000 units :

 Exceeding units above BEP x Contribution per unit = 5000 units x £5= £25,000



c) Calculate the new profit figure for the improved product : 

New fixed cost : £350,000 + £10,000= £360,000
New price : £13
New variable cost : £6+£1=£7
New contribution per unit = £13-£7=£6
BEP in units = £360,000 = 60,000 units
                              £6
Estimated sales after improvement : 80,000
New profit : (80,000 – 60,000) x £6 = £120,000


d) The break-even point analysis is a management accounting process which contributes to decision making. As the name suggests, it helps identify the level of sales at which a company or a project would make zero profit. In financial terms, break-even point is determined as the point where total income from sales is equal to total costs ( both variable and fixed ). Although it is a useful tool, especially if a single product is being analyzed, it also has some limitations. 
One of the limitations of the break-even analysis is that using the break-even analysis on two or more products would require many calculations , therefore it would be time consuming. 
It does not include the “competitive environment” and the consequence is that any potential price increases or decreases due to competition are not taken into account.
Another limitation is the fact that variable costs are, in reality, very difficult to calculate because many things can occur during the production of units, affecting therefore the actual value of the variable costs. (Tsoradikis, Papadoulos and Zerres, 2008)
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[bookmark: _Toc80958662]a) Discuss the importance of management accounting and how it differs from what financial accounting provides.

Management Accounting is the process through which the financial data, as well as the resources, is provided to the managers and the leaders. The importance of management accounting is described below:

Making Plans for the future activities: This helps the organisations in making the plans for the future activities of the organisation. This supplies all the important data to the managers and the leaders so that they can analyse these data properly.

Measuring the overall performance of the organisation:  There are various tools included in management accounting like the variance analysis which helps the organisation to measure the performance of the organisation. Along with this, it also enhances the efficiency of the overall business.
 
Assists in the decision-making process: This is one of the major roles that is played by management accounting. The management accounting collects and then analyses all the financial information. This takes the managers and the leaders to take effective decisions. 

Management Accounting and financial accounting have different purposes. Financial accounting helps in preparing the accountant paperwork which provides the actual report regarding the financial health of the organisation (toppr, 2021). On the other hand, managerial accounting provides specific information regarding finance which helps them to take the decisions of the organisations. the reports of the financial accounting provide the year-end report about the liability of the organisation, the revenue of the organisation as well as the expenses. Along with that, the reports of the managerial accountants includes the forecasts of the budget, sales, revenues and others. 

Information provided by management accounting is addressed to internal users of a company, such as employees and management while financial accounting serves external users such as government, customers, banks, etc.
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Various objectives are possessed by different organisations. Further, the different objectives of management accounting are as follows:

i) To provide assistance in the planning of the policies of an organisation.
ii) To organise all the financial information of the organisation.
iii) To analyse the financial performance of the organisation.

There are different techniques that can be used to achieve the objectives of the organisation. Some of these techniques are as follows:

Standard Costing: This is one of the techniques which is used for the management of the cost control of the organisation (commercemates, 2021). In this, the internal calculations, as well as the variances, are compared which helps in achieving success in the management of financial matters. 

Budgetary Control: This is also referred to as the budget-based control which is basically used as the tool to plan and carry out all the functions of the business organisation (accountingshare, 2021). This also includes the preparation of the budget, enhancing the coordination among the departments and comparing the actual responsibilities with that of the budget to gain the maximum profit. 

Job Costing: This refers to the system which is used for the allocation of the manufacturing cost to that of the individual item or batches of the products. This also involves the practice of the accumulation of the data regarding the costs that are related to the particular service or the production of the job. 
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