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[bookmark: _Toc80973904]Introduction:
Break-Even analysis pertains to the extent to which total cost and income are equivalent. A Break-even point will be employed to calculate the amount of sales units or dollars required to reimburse overall expenditures. Management accounting is an accounting discipline dedicated to discovering, evaluating, assessing, and explaining accounting data to enable managers to make educated operational preferences (Corporate Finance Institute, 2021). Although managerial and financial accounting is a part of accounting, differences are prevalent between management and financial accounting.  Financial planning, financial statement analysis and historic cost control are the three techniques that management accountants can use to achieve the objectives of management accounting.
[bookmark: _Toc80973905]Question 1: 
[bookmark: _Toc80973906]a) The break-even point of product A is presented below:
Given that,
F= Fixed cost = £ 350000
S= selling price = £ 11
V= Variable cost = £ 6
So, 
Break even points in (Unit) = F/S-V
			           = £350000 / £11-£6
			           = 70000 Units 
Break even points in (Revenue) = Selling price per unit × Break even points in unit 
				    = £11 × 70000 units
				    = £ 770000
[bookmark: _Toc80973907]b) The profit made on sales of 75000 units:
Revenue of selling 75000 units = Selling price per unit × Sales amount 
				
				 = £11 × 75000 Units
				
				 = £ 825000
 


Total cost = (Variable cost× selling unit) + (Fixed cost)

	     = (£6 × 75000) +£350000
		
	     = £ 800000

So, the profit is = £ 825000 - £800000
			
		     = £ 25000

So, the profit is £ 25000

[bookmark: _Toc80973908]C) The calculation of the net profit figure: 

Given that,
Advertising camping cost = £10000
So, the new fixed cost is = £10000+350000 = £360000
New variable cost = £6 +£ 1 = £7 
New selling price is £13
Expected selling amount is 80000 Units 

Total cost = (Variable cost× selling unit) + (Fixed cost)

	     = (£7 × 80000) +£360000
		
	     = £ 920000

 Total revenue= Selling price per unit × Sales amount
		= £ 13 × 80000
		= £ 1040000

So, the profit is = £ 1040000 - £ 920000
		 =   £12000
So, the new profit is = £ 12000




[bookmark: _Toc80973909]d) The limitation of Break-even analysis: 
Break-even analyzes are beneficial for decision-making in many business contexts. However, there are numerous limitations in their evaluation and explanations. Some of the limitations are presented below: 
· The price per unit of the product depends on its demand and supply variables. This means that variations in selling prices will impact product consumption. The break-even analysis does not cover this procedure (Cafferky and Wentworth, 2017).
· Fixed expenses may not stay as expected or fixed.
· The variable costs cannot change the indefinite amount at different production levels.
· Consumers receive various discounts for sales marketing objectives. In such circumstances, revenue may not vary completely with the volume of sales.
· The premise of the market phenomena of a manufacturer may not bear true for all sorts of products/goods (Ndaliman and Bala, 2017).
· A modification in the product offerings may affect the break-even point position.
· It is not particularly straightforward to identify variable and fixed costs in a production process.



[bookmark: _Toc80973910]Question 2:
[bookmark: _Toc80973911](a) The importance of managerial accounting and the differences between management and financial accounting:
[bookmark: _Toc80973912]The importance of Management accounting:
Management accounting helps organizations to make better strategies for future operations. It provides management with all financial and non-financial data in a consistent manner. Managers can better analyze and predict the existence of all these facts so that they can plan properly. Management accounting has an important function in performing ineffective judgment (Hilton and Platt, 2017). It gathers and analyzes all accessible financial data inside the company and shows it in simpler diagrams, tables or graphs. Management understands organizational issues and can decide correctly at the proper moment. Management accounting oversees and assesses overall organizational profitability. It employs several instruments, like variance analysis, to assess corporate performances against pre-established criteria to determine the discrepancies. Managers can take remedial actions to delete them by recognizing all variances in the corporate growth. Management accounting emphasizes improved customer service by offering superior products at fair pricing. It helps to manage product pricing by using cost control equipment.
Furthermore, it establishes several quality criteria which the organization to produce its items meets. It has an effective function to play in improving companies' revenue. It makes firms aware of costs and helps to eliminate any additional expenses (Atkinson, Kaplan and Young, 2016). Management accounting employs budgetary management and capital budgeting strategies to decrease expenditure that contributes to higher profitability. Management accounting provides actual data to increase dependability to management choices. It employs quantitative tools and procedures for analysis that enable executives to run a business properly.
[bookmark: _Toc80973913]The difference between management and financial accounting:
There are certain differences prevalent between management and financial accounting. The following table represents the differences between them:
	Subject to difference
	Management accounting
	Financial accounting

	 


Concept
	Management Accounting is the process that gives officials essential data to efficiently formulate programs, objectives and policies to operate the firm (Atkinson, Kaplan and Young, 2016).
	Financial Accounting is an accounting methodology focusing on creating a company's financial statement to offer concerned parties financial records (Kimmel, Weygandt and Kieso, 2015).

	
Nature
	Management accounting is not legally compulsory for business organizations. 
	Financial accounting is legally compulsory for business organizations. 

	
Preparing time
	The management accounting reports are created according to the institution's needs and specifications.
	The financial statements are compiled at the end of the accounting period, which is generally one year.

	
Information including
	Management accounting involves both monetary and non-monetary data (Hilton and Platt, 2017).  
	Financial accounting involves only monetary data. 

	
Publications
	The publication of management accounting reports are not compulsory(Weygandt, Kimmel and Kieso, 2017) 
	The financial statement is compulsory to publish in front of the people (Weygandt, Kimmel and Kieso, 2017). 


[bookmark: _Toc80972865]Table 1: Differences between Management and financial accounting
Source: (self-Made)
These are the differences between management and financial accounting; therefore, it can be stated that management and financial accounting have differences despite both being part of the accounting. 
[bookmark: _Toc80973914]b) Three management accountings tools that accountants can use to achieve management accounting objectives:
Management accounts have the main objective of maximizing profit and minimizing losses. It concerns the display of information to forecast financial irregularities that enable management to make crucial judgments. Its range is extremely extensive and covers various commercial activities (Hilton and Platt, 2017). Many techniques help the manager to achieve this objective. Among the three techniques are presented below:
Financial planning: Financing planning involves anticipating financial activities that are necessary to achieve an organization's goals. Establishing both long-term and short-term financial goals, as well as financial policies and financial processes, are all part of this process. The role of fiscal policy in maximizing the return on capital is undervalued. Financial policies may include assessing how much capital is needed, how much money is available, and how revenues are calculated and distributed to determine the appropriate amount of funding for diverse resources. As a result, the organization will be better able to compete in the long run. (Atkinson, Kaplan and Young, 2016).  Historical cost accounting: Historical cost accounting offers the managers prior information on the expense of each work, procedure and division so that organizations can do cost control. Such a comparison might be beneficial for cost control which ensures maximize profit and long-term planning organization. Financial statement analysis: Analyses of financial accounts are conducted to predict future revenue projections, the capacity to afford the interest on debt, and the feasibility of a fair dividend policy. There are several methods used in the evaluation, such as benchmarking and trend analysis. This research provides data that company managers may use to make better decisions (Accounting Notes, 2021).
[bookmark: _Toc80973915]Conclusion:
This task calculates the break-even point and profit for product A of Kerrigan Ltd. After that, the limitations of Break-even analysis are presented in this task. Then the importance of management accounting has been discussed, and the differences between management and financial accounting have been presented in this task. In the end, a discussion on three management accounting techniques has been presented in this task.  
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