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[bookmark: _Hlk80978251]Answer to the question no -1
(a) Calculating the break-even point (in units and revenues) of product A for Kerrigan Ltd.
Here, 
Selling price-£11
Variable cost-£6
Fixed cost-£350,000
As we know,
                  Break even point(in units)=Fixed cost/(Selling price-variable cost)
                                                              =£350,000/(£11-£6)
                                                              =70000 units
                Break even point (in revenue)=(70000*11)
                                                                   =£770000
(b) Calculating the profit made on sales of 75,000 units of A product for Kerrigan Ltd.
Here, 
[bookmark: _Hlk80972365]Selling price-£11
Variable cost-£6
Fixed cost-£350,000
Product sales-75000unit
Profit=?
As we know,
[bookmark: _Hlk80972465]                 Profit={(selling price*quantity- variable costs*quantity)- fixed cost}
                         ={(£11*75000-£6*75000)- £350,000}
                         =£25000
Profit amount of Kerrigan ltd is £25000




(c) Calculating the new profit figure for the improved product.
Here,
[bookmark: _Hlk80972494]New Selling price-£13
[bookmark: _Hlk80972408]New Variable cost-£6+£1=£7
Fixed cost-£350,000
Expected Product sales-80,000unit
As we know,
                   Profit={(selling price*quantity- variable costs*quantity)- fixed cost}
                            ={(£13*80000-£7*80000)- £350000}
                            =£130,000
The ne profit amount for the Kerrigan ltd is £130,000 when the expected product sales is 80000 unit.

(d) The break-even analysis refers to the point called the break-even point that indicates to the specific spot where the total revenue of an organisation is equals to the total cost. In other words, break-even analysis is about determining the number of unit of products to recover the total cost or balance the total cost. The profit begins when the income level cross the break-even point and the organisations may face loss if they failed to make the total revenue to the break-even point. But break-even analysis has some limitations and cons. These are including:
· Break-even analysis works with the data that is predicted and as the future is always uncertain. 
· This analysis is based on the predicted demand and demand is such an element that is not stable in the market and can be changed anytime. 
· This concept is based on the assumption of separating the two types of costs, fixed and variable. But practically it is very tough to make a clear division of these two types of costs.
· Break-even analysis also works in a way that suggests that fixed costs remains constant but actually it varies after a certain level.
· In this model, the selling price is considered unchanged but practically the price may vary according to the demand, supply and other marketing elements.
· Here it is assumed that the product line will be unchanged but it is rare in practice. 
· The amount of capital employed in the business is not considered here though it is an important and impactful factor to determine profitability. 

Answer to the question no -2
(a) Management Accounting
Management Accounting is the process and widely used concept that measures, identifies, analyses, interprets and communicates the financial information to the managers of the business organisations to take effective, timely and correct decisions that ensures the organisational efficiency and success. In simple words, it suggests the planning and making decisions inside an organisation by making sure the best use of financial data. Management accounting is a scientific and very practical approach of taking effective decisions and this concept acts like one of the basic and fundamental tools to ensure the future of any organisation. 
Importance of Management Accounting
The importance of management accounting is huge and its effectiveness is also proved in many successful business organisations. Some specific points about the importance of management accounting concept is described below:
· It is known that practical and tactical planning is the most vital element of ensuing the organisational success and management accounting helps properly to take effective and impactful planning.
· Management accounting provides the clear and specific guidelines to the business organisation and acts as the blueprint of running an organisation properly.
· It helps to take the correct and effective decision in time. An organisation may face many uncertain situation and management accounting helps the managers at these kind of situations with difficulty.
· As this concept makes sure the proper use of the financial data and information, the planning and decision making of the business organisation seems more practical, accurate and effective. 
· It is needed to evaluate the performance of the organisations to see that everything is going according to the planning and accounting management helps to measure the organisational performance, evaluate and compare the performance and 
· Management accounting helps to take corrective actions and modify the plans according to the situations occur inside and outside of the organisation. 
· It also increases the efficiency inside the organisation, decreases the customer dissatisfaction with more reliability and rises the profitability as well.

Differences between Management Accounting and Financial Accounting 
There are some specific and basic differences between the two concepts called ‘Management Accounting’ and ‘Financial Accounting’ that are described below. 
	Management Accounting
	Financial Accounting

	This concept is about using the financial data by the managers to make plans and take effective decisions.
	This term refers to the method that records, summarises and reports the transaction of the business organisations.

	Management accounting is presented inside the organisations with internal uses of this.
	Financial Accounting is prepared and presented for the external parties of the organisations.

	It facilitates the decision taking and planning.
	It represents the organisations’ financial position. 

	It is mainly concerned with the increasing of efficiency and ensuring the organisational effectiveness.  
	It is concerned about providing financial data of the organisations to present investors and attracting the potential investors.

	It can be based on guessing as the managers may not have enough time to collect exact data. 
	It is exact and properly follows the GAAP standards and rules. 

	It works considering the future.
	It works with real data. 





(b) Top Three Management Accounting Techniques 
There are many management techniques and all these have some specific characteristics, suitability and differ from each other considering the need and uses. But there are three most effective and significant management accounting techniques by which an accountant can easily make sure and achieve the objectives of management accounting. 
The main objective of management accounting is to maximise the profit of the business organisations and besides of that minimise the losses as well. This main objective and other objectives of management accounting can be achieved by using these three techniques called Financial Planning, Capital Budgeting and Marginal Costing.

· Financial Planning: It is considered as the most effective tool of accomplishing organisational objectives and goals. Financial planning technique is concerned with making proper financial statements and making sure the use of all the financial data and information of the business organisations. It is a planned process that starts from the collecting of funds to the distribution of profits. This technique and process also determines the capital requirements, capital structure, make proper financial policies and ensures the accurate and highest utilisation of the funds. Financial planning covers both of the long term and short term financial objective. It actually uses the short term financial planning to achieve the long term and long lasting financial objectives. It also helps to make and formulate effective financial policies inside the organisations and these effective financial policies ensure the maximum use and utilisation of the capital employed. 
· Capital Budgeting: this technique of management accounting is mainly used to take effective investment decisions. The organisational success depends on making proper and correct investment and long term decisions and the capital budgeting technique of management accounting ensures that. In this technique, the initial investment on a large equipment and machine is compared with the potential cash inflows that will be coming and generated by the specific new machine or equipment. If the total cash inflow is higher than the initial investment, then the managers invest on the project. This is the way by which the organisations can take correct and profitable investment decisions that ultimately enhance the profit margin of the organisations and goals and objectives are achieved as well. The net present value, payback period, internal rate of return etc. are the methods that are used in this technique. 
· Marginal Costing: this technique of management accounting is one of the most fundamental techniques and concept that actively helps to accomplish the objectives of management accounting and organisational objectives as well. It helps to fix the selling price of the goods and services of the business organisations, select an effective and proper sales mix, ensure the best use of raw materials and take purchasing decisions. The concept of marginal costing is the combination of variable costs, fixed costs and contributing and this technique is based on these elements as well. Marginal costing is primarily concerned with the incremental benefits that can be optimised by production. This technique uses beak-even analysis and optimal sales mix to accomplish the objectives of management accounting.
That is how these three techniques of management accounting help the accountant to accomplish organisational objectives. These three techniques facilitate the proper financial policies building, help to take effective investment decisions and minimise and control the costs of the organisations. 





Management Accounting Techniques
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