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[bookmark: _Toc80974364]Introduction
[bookmark: _Hlk80974451]Accounting is a system that records the financial transactions related to the company and report the related results to the external and internal users. Now the entire accounting system has become the base system of the business world. Because without following the double entry system, a company can’t report its financial statements and ultimately it becomes unbale to provide the annual report. Accounting has different branches like financial accounting addresses the financial transactions, management accounting addresses the managerial analysis etc. (Bromwich and Bhimani, 2015). 
[bookmark: _Toc80974365]Answer to the question no. 1
[bookmark: _Toc80974366]Requirement a
Given information,
Per unit sales price = £11
Per unit variable price = £6
Fixed production cost = £350,000
The company’s current units = 75,000 units.
We know that,
[bookmark: _Hlk80974466]Break-even point (quantity) = Fixed costs/Per unit sales price – Per unit variable cost (Gutierrez and Dalsted, 2015)
= £350,000/£11 - £6
= 70,000 units.
So, Break-even quantity is 70,000 units.
Again, we know that
Break-even point (revenue) = Break-even quantity * Per unit sales price
= 70,000 units * £11
= £770,000.
So, Break-even revenue is £770,000.
[bookmark: _Toc80974367]Requirement b
Given information,
Per unit sales price = £11
Per unit variable price = £6
Fixed production cost = £350,000
The company’s current units = 75,000 units.
Kerrigan Ltd.’s
Profit and loss statement
	Accounts
	Amount £
	Amount £

	Sales revenue (Note -1)
	
	825,000

	(-) Expenses:
	
	

	Variable expense (Note -2)
	450,000
	

	Fixed production cost
	350,000
	

	
	
	(800,000)

	Net Profit
	
	25,000



Note -1:
Sales revenue = 75,000 * £11
= £825,000 
Note -2:
Variable expense = 75,000 * £6
= £450,000.
[bookmark: _Toc80974368]Requirement c
Given information,
Advertising cost = £10,000 (new addition)
New sales per unit price = £13
New variable cost (after increasing in unit by £1) = £6 + £1 = £7.
New expected sales units = 80,000 units.
Kerrigan Ltd.’s
Profit and loss statement
	Accounts
	Amount £
	Amount £

	Sales revenue (Note -1)
	
	1,040,000

	(-) Expenses:
	
	

	Variable expense (Note -2)
	560,000
	

	Advertising cost 
	10,000
	

	Fixed production cost
	350,000
	

	
	
	(920,000)

	Net Profit
	
	120,000



Note -1:
[bookmark: _Hlk80971986]Sales revenue = 80,000 * £13
= £1,040,000
Note -2:
[bookmark: _Hlk80972014]Variable expense = 80,000 * £7
[bookmark: _Hlk80972026]= £560,000.
[bookmark: _Toc80974369]Requirement d
Break-even analysis is managerial tool that helps the management to analysis the financial figures as well as helps them to take managerial decisions. Apart from this usefulness this model has some limitations. Those have been mentioned below:
1. [bookmark: _Hlk80974500]It doesn’t consider sunk and opportunity cost (Singh and Deshpande, 2017). But in reality, these two costs exist and the impact of these two costs on decision making is significant. But this model totally ignores the costs.
2. It always assumes that the company has only two types of cost. One is variable and another is fixed cost. Basically, under variable cost it considers those costs that are varies with quantity output and under fixed costs it considers those cost that doesn’t vary. But in real life we have observe different types of expenses.
3. It doesn’t consider any provisions to be made. But in real world, we have observed different kinds of provisions like provision for doubtful allowances. This provision indicates a probable figure that could be uncollectible. But this model doesn’t consider.
4. [bookmark: _Hlk80974520]It always assumes that a company has a business with only one product (Hussey, 2019). In short, it doesn’t consider product mix.
After analyzing all the limitations, it can be concluded that this model is not be best fit for large companies.
[bookmark: _Toc80974370]Answer to the question no. 2
[bookmark: _Toc80974371]Requirement a
[bookmark: _Hlk80974565][bookmark: _Hlk80973956]Managerial accounting is a branch of accounting that involves in in interpreting, analyzing and reporting the data to the mangers and those charged with governance and also to the board of directors (Bromwich and Bhimani, 2015). We know that management takes several decisions, but they don’t take decision without any planning rather they follow the steps and procedures of managerial accounting that directs them to the right path of the decision. Importance of managerial accounting has been mentioned below:
1. Planning: It helps in planning. Financial accounting provides all the financial figures to the mangers. Though that available information management can take decisions after analyzing each and every figures. 
2. Decision Making: Managerial accounting helps to take decision. We know that financial accounting provides us the financial figures. But not a broader picture of behind the figures. For example, if a company has incurred loss in the current financial year. So, a normal person may conclude that the business has no future. But a manager will not make a decision immediately rather he wants to dig down more. Which product line is producing more and which is less. Then he may compare the figures from year to year to find out the problem. Then he may take the decision. And this entire process is under managerial accounting. 
3. [bookmark: _Hlk80974621]Performance evaluation: There are so many important tools for performance evaluation. Like Break-even can also use a performance evaluation for small company (Horngren, 2019). Like company can calculate BEP on estimated amount, then they can calculate on actual amount.  And the difference between these amounts will show the performance status. Another tool is Standard cost and variance analysis. This involves in making standard target and then identify the variation from the standard and then find out reason and mitigate the problem.
4. Efficiency: Managerial accounting helps to increase efficiency. As it helps to evaluate the performance and if there is any issue regarding the efficiency performance then management can solve the issue immediately. This it increases efficiency.
5. Profitability: It helps to increase profitability as it helps to increase efficiency in part of the management and the resources.
6. [bookmark: _Hlk80974653]Customer satisfaction: Efficiency also helps to bring customer satisfaction. When the resources become efficiency, they can provide better services to the customers which in turn brings customer satisfactions (RS and Atkinson, 2019).
7. Reliability: It increases the reliability of the data that has been provided by the managers.
Difference between Financial accounting and Management accounting 
1. The report of financial accounting is addressed to the shareholders and external users on the ither hand the report of management accounting reports to the board of directors and those charged with governance.
2. [bookmark: _Hlk80974689]Financial accounting is used by both internal and external users, but management accounting used by internal users only (Bromwich and Bhimani, 2015).
3. [bookmark: _Hlk80974129]Financial accounting based on double entry system, but in case of management accounting there is no such base systems (RS and Atkinson, 2019).
4. There are four different types of fixed statements in financial accounting. But in management accounting there is no fixed specified statements used. Statements can be customized as per requirement of the managers.
5. To analysis the figures in financial accounting, management accounting is required.
[bookmark: _Toc80974372]Requirement b
To achieve the objectives of management accounting, managers can follow the following techniques:
[bookmark: _Hlk80974721]Marginal analysis: It involves in analyzing the profits and associated costs. It basically identifies the benefits from increased production (Bromwich and Bhimani, 2015). In this analysis, managers calculate break-even point, where they identify per unit contribution margin per sales mix. Under break-even point, company identifies that quantity, which should be sold to cover all the fixed costs. That helps the management to identify what amounts of output will be helped to cover costs, after what will be profit.
[bookmark: _Hlk80974736][bookmark: _Hlk80974109]Constraint analysis: It involves on obstacles and constraints analysis. A company may face several constraints in the way of earning target profit, target cash in hand etc. Though constraint analysis, managers first identify the constraints, then with proper planning they address constraints to mitigate it (Horngren, 2019).
[bookmark: _Hlk80974750]Capital budgeting: This is another technique to achieve managerial goals. We know that there is no optimal capital structure. But definition of optimal capital structure has indicated that if a company has a less cost of capital compared to the prior year and with the industry, then that capital structure will be called optimal capital structure (RS and Atkinson, 2019). So, managers have to identify the optimal structure while capital budgeting so that they can get the fund in a very reasonable source.
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