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Introduction
Management accounting refers to the accounting approach to manage internal operations effectively. It includes a lot of tools and techniques, which are all based on the scientific method. Through these tools and techniques organisations analyses their operations which then helps to make decisions that help to maximise profits and minimise losses. Using management accounting efficiently organisations can utilise their strengths more effectively and remain competitive in the market.

Answer to question no. 1 (a)
Calculating break-even point in units and revenues for product A.
Selling Price per Unit, SP = £11
Variable Cots per Unit, VC = £6
Fixed Cots, FC = £350,000
Total Selling Units, SU = 75,000 units


Unit Contribution Margin, CM = (Unit SP- Unit VC) = (£11- £6) = £5
Contribution Margin Ratio, CM Ratio = (Unit CM / Unit SP) *100 = (£5 / £11) * 100 = 45.45%

We know break even point  formula is
BEP (in Units) = Fixed Costs / CM
BEP (in Revenues) = Fixed Costs / CM Ratio

So now by applying the information we get
Product A BEP (in Units) = Fixed Costs / CM = £350,000 / £5 = 70,000 Units (Answer.)
Product A BEP (in Revenues) = Fixed Costs / CM Ratio = £350,000 / 45.45% = £770077 (Answer)


Answer to question no. 1 (b)
Calculating profits from selling 75,000 units of product A.

Selling Price per Unit, SP = £11
Variable Cots per Unit, VC = £6
Fixed Cots, FC = £350,000
Total Selling Units, SU = 75,000 units


	Particulars
	Calculations 
	Amount

	Sales
	(75,000 units @ £11 per unit)
	£825,000

	(-) Variable Cots
	(75,000 units @ £6 per unit)
	(£450,000)

	Contribution Margin
	
	£375,000

	(-) Fixed Expenses
	
	(£350,000)

	Profit
	
	£25,000



So by selling 75,000 units Kerrigan Ltd made a total profit of £25,000 (Answer)


Answer to question no. 1 (c)
Calculating the new amount of profits of product A


A new advertisement cost has been made which is = £10,000.
So, new Fixed Costs (FC) is = (£350,000 + £10,000) = £360,000
New variable cost (VC) per unit is = £6 + £1 = £7
New Sales Price (SP) per unit is = £13
New Total Selling Units = 80,000 

Based on the new information now we get
	Particulars
	Calculations 
	Amount

	Total Sales
	(80,000 units @ £13 per unit)
	£1,040,000

	(-) Variable Cots
	(80,000 units @ £7 per unit)
	(£560,000)

	Contribution Margin
	
	£480,000

	(-) Fixed Expenses
	
	(£360,000)

	Profit
	
	£120,000



So the new profit figure is £120,000 (Answer)


Answer to question no. 1 (d)
As break even analysis provides a lot of advantages to strategies sales it also has some major limitations which are not ignorable. These drawbacks are discussed below.
1. The first major drawback of break even analysis is that its results forecast and predictions all depends on the accurateness of data (Jiambalvo, 2016). The market is dynamic thus data are changing constantly so if data are not accurate then the break-even point would not be able to help to strategies sales.
2. Break-even analysis considers that the selling prices of the units would be constant at all times and levels, which is not true in real life. The price of the products fluctuates and the break-even point does not consider that which may lead to flawed outcomes.
3. Through break even analysis one cannot analyse or see the impact of market competition on actual sales. Market competition may force to sell products at a lower or higher price which would affect the real life break-even point (Warren, Reeve and Duchac, 2015). But break even analysis does not consider this.
4. Break-even analysis considers only one product or the product mix would be constant which is not possible and is difficult to practice in a real market scenario.
5. Break-even analysis does not consider the total capital employed. Total capital employed is one of the major determinant factors for understanding and analysing the profitability of any business organisation.
These are the major drawbacks of break-even analysis.


Answer to question no 2 (a)
Management accounting acts as an important way of managing a business operations. The importance of management accounting is beyond description. Management accounting helps a manager to formulate good strategic plans for its commercial operations. Through management accounting a manager gets all financial and non-financial information that helps him to do better evaluations and estimations which act as the way of formulating plans to exploit different opportunities. Likewise management accounting provides different services in terms of taking the most efficient decisions by the managers. Through management accounting managers get all the information via different formats such as charts and tables reports which helps to identify efficient decisions and implement them (Garrison, Noreen and Brewer, 2018). Moreover by using management accounting managers can establish reliability in their decisions. Management accounting uses different scientific techniques and tools for analysing different information for various purposes and when the results show the same outcomes from these different analyses it adds reliability to the decisions which are very important for any organisation in the competitive market. Again management accounting helps organisations to control production and others costs and also the prices of their products. It does not only helps the organisation but also helps customers to get prices at a fair price. Through different controlling mechanisms of management accounting, organisations can easily identify areas where costs are higher and can take decisive actions (Groot and Selto, 2013). It also adds quality to the operations of the organisations where errors in products get minimised. Furthermore management accounting improves the profitability of the organisation. Using all the reports forecasts budgets and charts organisations control their costs avoids pitfalls in the market and increase their chance of earning profits. So from the discussion it can understand how important management accounting is for any organisation to become successful in the market.
There is some difference between management accounting and financial accounting which also sets the purpose and importance of their usage. There are two major differences between these two. First of all management accounting provides all the reports, charts, graphs and other documents or results for the organisation’s internal stakeholders (Warren, Reeve and Duchac, 2015). On the other hand financial accounting provides all the reports, charts, graphs and other documents or results for external stakeholders mainly. Again management accounting through its analysis forecasts where financial accounting provides the analyses of past or historical data. Secondly management accounting provides operational reports at any time such as weekly monthly etc. where financial accounting provides reports only at the end of the accounting periods of that respective organisation.


Answer to question no 2 (b)
Maximising profit while minimising losses is the sole objective of management accounting. To do that management accounting uses several techniques. Three major techniques through which management accounting can accomplish its objective is discussed below.
Job Order Costing Technique
This technique of management accounting refers to the approach where the organisation determines each product’ (jobs) costs of manufacturing. This technique allows organisations to forecasts the value of overhead labour, materials which will be used for producing specific products (jobs) (Jiambalvo, 2016). As a result an organisation can easily control its production costs and reduce them while increasing profitability. Thus via this technique management accounting achieves its objectives. 
Cost Volume Profit Relationship Technique
Cost volume profit relationship or CVP technique is one of the main features of management accounting. It refers to the process of finding out how profits would be affected by selling price, sales volume, variable costs, fixed costs and products sold (Garrison, Noreen and Brewer, 2018). CVP technique helps to identify the impact of changes in pricescosts and volume which helps to strategize the sales in a way that minimises losses and maximises profit. As a result through this technique management accounting achieves its objectives.
Master Budgeting Technique
This technique is the aggression of all other small operational level budgeting techniques such as sales budget production budget etc. As the master budgeting technique includes all small level budgets it helps an organisation to oversee were how much needs to be spent (Horngren, Datar and Rajan, 2017). This also provides the information through which the organisation cuts unnecessary expenses and minuses losses as well as reinvests them into other areas to grow profits. Therefore using this technique management accounting achieves its objectives.
These are the three techniques using which management accounting achieves its objective. 
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