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Answer to the question no 1 (a)
Given, 
Selling price per unit= £11
Variable cost per unit= £6
Fixed Cost of production = £350000
Calculating the Break-Even Point of product, A for Kerrigan Ltd: 
Break-Even Point in unit-
Break-Even Point in Unit= 
Break-even point in unit=  = 70000 units
Break-Even Point in revenue = 
Here, 
Contribution margin ratio=
So, Contribution margin ratio =  
                                                     = 45.46%
Now, 
Break-even point in revenue =  
                                                    =£770000


Answer to the question no 1 (b)
Calculating the profit made on sales of 75,000 units-
	Particulars
	Amount in GBP

	Revenue (75000 units * 11)
	825000

	Less: Total Variable Cost (75000 units * 6)
	450000

	Contribution Margin
	375000

	Less: Total Fixed Cost
	350000

	Profit product A for Kerrigan Ltd
	25000



Answer to the question no 1 (c)
Calculating the new profit figure for the improved product-
	Particulars
	Amount in GBP

	Revenue (80000 units * £13)
	1040000

	Less: Total Variable Cost (80000 units *£7)
	560000

	Contribution Margin 
	480000

	Less: Fixed Cost of production
	360000

	New Profit figure for the improved Product 
	120000



Answer to the question no 1 (d)
Limitations of Break-even analysis: 
· Break-even analysis assumes that all products and services produced will be sold but it is not the case always as some portion of products may remain unsold over a certain time. Also, sold products may go beyond the assumed quantity of products. This assumption method of break-even analysis is one of its biggest limitations.  
· Variable costs and fixed costs may increase over the time. As break-even analysis assumes that fixed and variable cost will remain same, it does not take into account any change which is a crucial limitation 
· Selling price may rise or fall but break-even analysis assumes a fixed selling price which is another limitation of this method 
· Break-even analysis does not consider any market factor such as level of competition, new competitors, level of demand or the customers. Market factors also make changes in profit as the market fluctuates and changes over the time.  
· Break-even analysis is not a decision-making tool rather it mainly assists in planning. Managers should take decision considering all the changes, market situations that may affect the selling price, variable costs and fixed costs over the time.  
Answer to the question no 2 (a)
Importance of management accounting: 
Management accounting is responsible for both qualitative and quantitative information. The importance of management accounting is-
· Assist in decision making: A manager's prior concern is to make effective decisions to gain the sustainable future. Management accounting provides both financial and non-financial information to the manager. It also modifies the information into distinct categories. Then it analyses the information to make it well interpreted so that the manager finds it easy to make decisions depending on the information. 
· Measures the performance: Management accounting looks after the overall progress of an organization. It keeps records of the activities of every single department within the organisation. If any inconsistency arises, it takes corrective measures to solve the situation. 
· Increases the efficiency: Management accounting is responsible for the efficient use of resources. It ensures whether the usage of resources by each portion of the business is satisfactory. Thus, it reduces the misuse of resources and increase efficiency. 
· Increasing profitability: Earning profit is the main intention of all kinds of business. Profit generation can be increased by two ways, by increasing sale or service and by reducing costs. Management accounting helps an organisation to reduce its extra costs. It has developed various kinds of budgetary control system which minimizes cost and maximizes profit.
Differences between Management accounting and financial accounting-
Financial accounting is the sector of accounting which deals with the external body of an organization. It upholds the current financial scenario to the investors, creditors, and other financial institutions at the ending of each fiscal year. The differences between management accounting and financial accounting are:
	 
	Management accounting
	Financial accounting

	1.
	Management accounting is developed to handle and communicate the internal body.
	Financial accounting is originated to deal with the external body of a company. 

	2. 
	Management accounting is mostly dependent on the cautious usage of information by the manager. 
	Financial accounting count on the rules and regulations provided by GAAP. So, it has to be accurate so that it can satisfy the investors and creditors. 

	3.
	Management accounting reports are very much detailed, technical, and sometimes experimental.
	Financial accounting reports are precise, transparent, and less revealing. 





Answer to the question no 2 (b)
Three techniques used for management accounting have been explained below along with their objectives- 
· Budgetary control: Budget is the road map of a business and thus managers use various types of budgetary control with a view to control various monetary aspects of business. It assists a business to picturesque it's goal and helps it to reach Its desired goal. Organisations use many budgetary tools, such as, zero based budget, which makes budget on the basis present need of each department. Fixed cost budget, which allocates resources according to the past events. Marginal costing which helps to minimize costs and maximize profit. These helps the business to make an appropriate budget with different strategies. This technique is an important technique to conducting business operations in a desired planning.
· Cash flow statement: This is the technique by which a company track its monetary situation. Investment is such a important issue in a business, but keeping sufficient fund in hand is also necessary to carry out the regular expense and deal with any impromptu situation. Management accounting helps a company by keeping records of its monetary flow in three sectors respectively operational, investment, financial. 
· Statistical and graphical techniques: To make financial reports more precise, companies use various kinds of graph and statistical techniques in reports. Techniques like linear programming, aging schedule etc. are used mostly nowadays. These helps the organisation to make plans with more accuracy. 
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