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Question 01
(a)
From the given information of the product A of Kerrigan Ltd. 
We have,
Per unit selling price= £11
Per unit variable cost= £6
Total fixed cost= £350000

So, the Break-Even point in unit of Product A=  
                        =
           = 70000 units

To identify the Break-Even Point in revenue, we need-
Contribution margin ratio=
Contribution margin ratio for Product A =  
                                                                 = 45.46%

Now, the Break-Even Point in revenue of Product A = 
                       =  
                        = £770000

(b)
Calculation of the profit made on sales of 75000 unit:
	Particulars
	Amount(£)

	Sales Revenue ( 75000 units * 11 )
	825000

	Deduct: Total variable Cost (75000 units * 6)
	450000

	Contribution margin
	375000

	Deduct: Total Fixed Cost
	350000

	Net Profit
	25000



So, the profit of product A is £25000.

(c)
Calculation of the profit for improved product:
	Particulars
	Amount(£)

	Sales Revenue ( 80000 units * 13 )
	1040000

	Deduct: Total Variable Cost (80000 units * 7)
	560000

	Contribution Margin 
	480000

	Deduct: Total Fixed Cost 
	360000

	Net Profit 
	120000



So, the profit of improved product is £120000.

(d)
Limitations of Break-even analysis:
Break-even analysis doesn’t provide accurate results of financial information as it contains some limitations such as-
· Break-even analysis only calculate fixed cost and variable cost that doesn’t reflect the actual business scenario. Because these cost are changeable with the production and economic condition of the market. 
· It is not concern about the elements of the business that can influence the business both positively and negatively.
· It assumes that cost and profit of a business are linear but practically, these are not linear.
· It calculates only on one product at a single time, but many businesses have divergent products on which the calculation of Break-even analysis take much time. 
· Break-even analysis assumes that the sales price will always be the same. But in reality, sales price can increase or decrease. 
· It is not concern about the policies of the government or strategies of the competitors that impact on the business. Thus, it does not provide any beneficiary result that will help the business to compete in the market. 

Question 02
(a)Importance of management accounting and differences between management accounting and financial accounting.
Management Accounting is a subset of accounting that helps to identify, measure, analyze and interpret financial information to improve the business condition and to help the managers to make accurate operational decisions. The aim of management accounting is to provide detailed information of business by analysing every factor such as products, operating activity, facility, etc. Some importance of management accounting are-
· Making proper plans- Management accounting enables organization to make proper plans for future. Because it provides all sort of financial and non-financial data to management that helps the managers to analyse these and forecast the future to make proper plans.
· Making accurate decision- Management accounting collects and analyses all financial information to interpret the condition of business from which managers get better understandings. That is how managers become able to make right decision at the right time. 
· Measuring the performance- Performance measurement is important to ensure business growth. Management accounting uses different tools such as variance analysis that measures the organizational performance with pre-determined standards for measuring the actual outcome and comparing it to take decisions based on the results.  
· Increasing efficiency- The aim of management accounting is to increase the organizational efficiency. To achieve this aim, management accounting sets certain target, allocate the resources, assign employees and measure all the operating activities to know how effective the business is.
· Providing better services to the clients- Management accounting leads an organization to provide better services to the clients by offering quality goods at reasonable prices. It helps to control cost of production and other additional costs without decreasing the value of the goods and services. 
· Increasing the profitability- Management accounting enables organization to increase profit by making the organization cost conscious and avoiding the extra expenditures. Some management accounting techniques such as budgetary control and capital budgeting help to spend less and earn more profit. 
Differences between management accounting and financial accounting
Management accounting differs from financial accounting on the basis of some issues that are provided below-
	Management Accounting
	Financial Accounting

	Management accounting is submitted to the internal stakeholders of an organization.
	Financial accounting is submitted to the external stakeholders of an organization.

	Management accounting is used and significant for management accountants to make current and future financial decisions for the business. 
	Financial accounting is important to attract current and potential investors of the business. 

	Management accounting is broadly detailed, technical, specific, and experimental that help an organization to make right decision and to get competitive advantage.
	Financial accounting is aggregated, concise, and generalized where information are clearer and less publishing.



(b)Discussing three techniques of management accounting to achieve its objectives. 
The objectives of management accounting include detailed information of business to increase profitability and to ensure sustainability and growth of business to compete in the market. To achieve the objectives, there are three techniques mostly used by management accountants which are-
1. Cost Accounting System: Cost accounting system refers to simplify the activities of production by using perpetual inventory system on a regular basis. It is used to track the raw materials of necessary production before starting the production. It includes several steps such as input measurement basis, cost accumulation method, cost assumption and recording interval capability. When these materials are used in production, the record keeping system starts with crediting the materials account and debiting the products account. It helps managers and accountants to monitor the inventory in every stage of production and to take decisions for the next steps.
2. Inventory Management System: Inventory management system is used to track goods throughout the entire supply chain of the business. It is a process that indicates the business of how many ingredients or elements are needed for a specific production. Without enough inventory, the regular production process will not be occurred and organization may have less production that leads to face loss in the business for not ensuring necessary sales. Thus having enough information of inventory and proper management are important. 
3. Price Optimization System: Price optimization is a process of setting price by the Willingness To Pay (WTP) of customers and balancing the price and provided value. Quality of goods and services always change that makes the business tough to deal with. If the price is too high, consumers will be more likely to avoid the particular gods and service. And if the price is too low, there will be a question regarding the value of the goods. Thus management accounting follows the technique of price optimization to balance the cost of production, price and quality of the offered goods and service. 
Proper applications of these management accounting techniques help the management accountants to identify, measure, analyze and interpret financial information to meet the objectives of increasing profitability and efficiency of the organization. 
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