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Question 1
Kerrigan Ltd
a. Break even point = fixed cost / (sales price per unit – variable cost per unit)
                              =350,000 / (£11-£6)= 70,000 unit
                      = 70,000 x £11 = £770,000 in Revenues.

b. Sales = 75,000 x £11 =   £825,000
Variable cost = 75,000 x £6 =   £450,000
Gross profit = sales -variable = £375,000
Fixed cost =  350,000
Profit = gross profit – fixed cost = £25,000

c. Sales = 80,000 x £13 = £1,040,000 
Variable cost = 80,000 x £7 = £ 560,000
Gross profit = £480,000
 Less Fixed cost = £350000  
Less Advertising = £10,000
Profit = £120,000

d. Limitation of break-even analysis does have some drawbacks :
· The business will sell all of the stock at the same price
· The company can be unrealistic in their calculation
· Variable costs could change regularly, meaning the analysis could be inaccurate


Question 1
a. Management accounting and financial accounting are two different branches of
accounting. Financial accounting is dealing with the recording of commercial financial transactions to prepare financial statements, such as income statements and balance sheets. These financial statements reveal the actual financial status of the company to all stakeholders. However, management accounting records financial and non-financial information and submits it to the executive department in a report for decision-making and policy formulation. Decision making is plaining a critical role; however, it analyses all the financial information and presents it to internal management to get a better understanding and take the correct decision. Management accounting increases the efficiency of the business by setting up targets and check if they are completed. Also, it focuses on profitability by using budget control techniques to reduce expenses, which help to earn better profit. 

b. Techniques of management accounting:

1. Financial planning is the act of predetermining the economic activities that a 
The company requires to achieve its main objectives. It includes determining long-term and short-term financial goals, formulating economic policies, and formulating financial processes to achieve these business goals. Financial planning is an essential determining factor in whether the company will accomplish its business profitably.
2. Cost accounting is part of management accounting and is used to 
Understand by the management the cost (fixed or variable) associated with producing and delivering the goods and services produced by the company. The role is essential to understanding where the business is spending money and the most profitable products, departments or services. 

3. Budgetary control is when the budgets are done for the next period and
compared to the actual results to identify variances. Fiscal management has become an important tool for the company to control the costs and maximize profits. The Advantage of budgetary control is that it sets up its goals, plans, and policies. It is fixed targets for each department, which help to control the activity of the business, helps to reduce the cost of production. However, management is playing an essential role in the success of budgetary control.
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