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QUESTION 1 
 
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] 
 
Contribution per unit = Selling price per unit- Variable costs per unit =
£11 – £6 = £5

Break-even point = Fixed Cost/contribution per unit =
350.000 / (11 - 6) = 70.000units

Break-even point revenues = Break-even point units x selling price =
70.000 x 11 = 770.000 revenue

(b) Calculate the profit made on sales of 75,000 units.           [10 marks] 
 
Profit = (Break even point in unit – sells in units) x contribution per unit = (75.000 – 70.000) x £5 = £25.000 

(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] 
 
New selling price = £13
New cost per unit = £6 + £1 = 7£
New fixed costs FC = £360.000
New contribution = £13 - £7 = £6
New BEP = FC / new contribution = 
£360.000 / £6 = £60.000
New sales = 80.000 units

Profit = (units – new BEP) x new contribution = 
(80.000 – 60.000) x £6 = £120.000

(d) Discuss the limitations of break-even analysis.                    [15 marks] 
 
 The break-even analysis presents information about the point of sales to create profit, although it is not able to present information about the possible sales or demand of the product. The break-even analytical tool presents an assumed valuation, which is not related to the actual scenario (Martinovic 2019). It presents assumed values of fixed costs, variable costs, selling prices, and other related costs of the product. The break-even point can measure a single product at a single point, which states that the tool is not useful for medium or large business organizations (Martinovic 2019). The break-even analysis does not consider the fluctuations within the costs such as the variable cost of the business, thus the tool does not include realistic outcomes. 

QUESTION 2 
 
(a) Discuss the importance of management accounting, and how it differs from what financial accounting provides.                                                
[25 marks] 
 
The management accounting presents appropriate planning for the future investments and costs for the organization. With the tools and techniques, the management accounts supply all the financial and nonfinancial data to the managers for reliable decision-making (Burritt et al. 2019). The application of management accounting helps to present complicated financial information with charts, graphs, ratios, and bars, which helps the organization to understand the financial viability of the business (Rikhardsson and Yigitbasioglu 2018). Thus, it increases the accuracy of the decision for the business. The management accounting includes variance analysis and deviation analysis that increase information about the present and expected future performance of the entity (Honggowati et al. 2017). The management accounting sets targets for each of the deviations to increase the efficiency of the business. 
Management accounting is different from financial accounting; the financial accounting system is focused on the preparation of the financial statements, although management accounting is focused on preparing plans, policies, and strategies through sharing required financial information. Financial accounting is a mandatory and compulsory activity for the business due to its presentation of profit, losses, the value of assets, and liabilities (Burritt et al. 2019). However, management accounting is more likely used for measuring the internal financial data, which is not a compulsory activity for the business. Financial accounting presents the monetary valuations and information to the management of the business through its reports, although management accounting proposes both nonmonetary and monetary information for the business (Rikhardsson and Yigitbasioglu 2018). Financial accounting is used at end of the financial period for measuring the total expenses, income, assets, and liabilities of the entity. Management accounting is used anytime as per its heeds and requirements. 

(b) Discuss three techniques by which the management accountant can 
achieve the objectives of management accounting.                                   [25 marks] 
 
 
The management accounting prime objective is to share the financial and nonfinancial information to the management to make efficient and effective decisions for the business. The decision-making of the management includes course activities that require data and information about the business (Honggowati et al. 2017). The objective of management accounting is to propose this information through three different techniques. The management accountant for the business firm uses financial planning techniques for the achievement of the objectives of management accounting (Burritt et al. 2019). The accountants make advanced planning of the investment activities, cost assumptions, and necessities of the business growth through the application of the financial planning tool. The management accountant to analyze the predicted costs and evaluate their values with the actual costs utilizes the standard costing technique. 
The variance analysis helps to understand the required objectives of the management accounting and required financial investments within the gaps of the business activities. The management accountant includes products for measuring expected expenses in the production and operational functions to understand the required financial investments (Honggowati et al. 2017). The management accountants include fund flow analysis techniques that help to measure the changes in the financial costs within the operational production or other activities of the business between specific dates. The fund flow techniques help to measure the unnecessary cash flow and control the expenditures of the business to achieve the objective of the increasing profit margin of the business (Rikhardsson and Yigitbasioglu 2018). In addition to the fund's flow analysis, the management accountant includes the cash flow statement techniques that are used to understand the net cash availability of the firm at the beginning and the end of the financial year. 
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