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Introduction
Management accounting is a branch of accounting that involves in interpreting, analyzing, measuring, identifying, monitoring and communicating the information that has been available due to financial accounting to the management team, board of directors and the governance (Bromwich and Bhimani, 2015). This help the management to reduce the workload and helps to bring the efficiency so that the company can attain the objectives. There is a strong relationship between managerial accounting and financial accounting. Without the information from financial accounting, management accounting can’t step forward. On the other hand, with managerial accounting, the figures of financial accounting will ne be appreciable by the external users.
[bookmark: _Toc80974797]Answer to the question no. 1
[bookmark: _Toc80974798]Requirement a: Break-even point (Quantity)
Given information,
	Sales price per unit
	£11

	Variable cost per unit
	£6

	Total fixed production cost
	£350,000

	Total estimated units
	75,000 units



Formula:
Break-even point (quantity) = Fixed cost/ (Sales price per unit – Variable cost per unit) (Gutierrez and Dalsted, 2015)
Break-even point (revenue) = Break even quantity * Sales price per unit
Calculation:
	Analytical tool
	Units & Amount
	Supporting calculation

	Break-even quantity
	70,000 units
	£350,000/ (£11 - £6)

	Break-even revenue
	£770,000
	70,000 units * £11



[bookmark: _Toc80974799]Requirement b: Calculation of Profit
Given information,
	Sales price per unit
	£11

	Variable cost per unit
	£6

	Total fixed production cost
	£350,000

	Total estimated units
	75,000 units



Profit and Loss Statement
Kerrigan Ltd.
	Description
	Amount £
	Amount £

	Revenue (Supporting -1)
	
	825,000

	(-) Expenses:
	
	

	Variable cost (Supporting -2)
	450,000
	

	Fixed production expense
	350,000
	(800,000)

	Net Profit earned
	
	25,000



Supporting
1. Revenue: 75,000 * £11 = £825,000.
2. Variable cost = 75,000 * £6 = £450,000.
[bookmark: _Toc80974800]Requirement c
Given information,
	Sales price per unit
	-
	£13

	Variable cost per unit: Increased by £1
	£6 + £1
	£7

	Total fixed production cost
	-
	£350,000

	Advertising cost
	-
	£10,000

	Total estimated units
	-
	80,000 units


Profit and Loss Statement
Kerrigan Ltd.
	Description
	Amount £
	Amount £

	Revenue (Supporting -1)
	
	1,040,000

	(-) Expenses:
	
	

	Variable cost (Supporting -2)
	560,000
	

	Advertising expense
	10,000
	

	Fixed production expense
	350,000
	(920,000)

	Net Profit earned
	
	120,000



Supporting
1. Revenue: 80,000 * £13 = £1,040,000.
2. Variable cost = 80,000 * £7= £560,000.
[bookmark: _Toc80974801]Requirement d: Limitations of Break-even point
1. Break-even model has been designed on the assumptions that all types of costs and expenses are clearly divided into variable and fixed cost (Singh and Deshpande, 2017). But in reality, such kind of clear-cut division of cost is not possible.  
2. As Break-even model considers only two types of costs, it becomes difficult to convert the result into information related to financial statements (Hussey, 2019). As the classification of costs of financial statements are dividing into various categories like operating cost, financing cost, non-operating cost etc. 
3. It assumes that variable costs are proportionately variable with quantity units (Bromwich and Bhimani, 2015). Though variable cost varies but not always in direct proportion. Sometimes there should be negative relationship between variable cost and units.
4. It assumes that fixed cost remains fixed at all level output. But it is not true for every time rather sometimes after a particular unit or points this cost also starts to increase.
5. It totally ignores some cost like semi variable cost, semi fixed costs, opportunity cost, sunk cost, finance cost etc.
6. It assumes a straight revenue line for all the time. Which means it assumes that the sales price will be remaining same for a long period, but this is totally impracticable.
7. It doesn’t consider product mix but in reality, every large company is operating with several product mix. 
[bookmark: _Toc80974802]Answer to the question no. 2
[bookmark: _Toc80974803]Requirement a
Importance of Management accounting
The process of providing financial information and resources to the managers in decision making is generally known as management accounting.
[bookmark: _Hlk80974565]The main objective of management accounting, is to help the administration of an organization in systematically executing its functions, for example, making plans, decision making, organizing, standardizing etc. (Bromwich and Bhimani, 2015)
Some noticeable importance is given bellow:
· First and foremost, significance is to provide all types of internal essential data in planning, which assists company in making better plans for forecasting (Horngren, 2019).
· It helps in effective decision making by collecting and monitoring all financial, non-financial data and present them in assemble charts, tables or paragraphs.
· It uses in many transformation analyses which helps management to evaluate the overall performance of the Company (RS and Atkinson, 2019).
· It plays a vital role in amplify the profitability of organization by making companies cost cutting and avoiding all additional expenditures.
· It uses appropriate scientific tools and techniques for scrutinize justification, which helps to create reliability.
Difference between management accounting and financial accounting
The two of the four largest branches of the accounting discipline are financial accounting and management accounting (Bromwich and Bhimani, 2015). They carry many similarities, but there are significant differences between the financial and managerial accounting. These differences mainly based on compliance, accounting standards, and target audiences. 
Remarkable differences are given below:
· The most prominent discrepancy is that management accounting is exhibited for organizations internal community, whereas, financial accounting is developed for an external community.
· Management accounting is of great importance for making current and future financial decisions for their organization, while, financial accounting plays a vital role in current and potential investors.
· Financial accounting must provide exact data, according to generally accepted accounting principle (GAAP) (Bromwich and Bhimani, 2015). Whereas, management accounting based on guess or estimation.
[bookmark: _Toc80974804]Requirement b: Management Techniques
Management follows different techniques to achieve their managerial goals. Amon those, three techniques have been mentioned below:
Inventory valuation: There are three methods of inventory valuation: FIFO, LIFO and Weighted average (Bromwich and Bhimani, 2015). A company can value their inventory based in these methods which helps them to identify correct inventory at year end and also will be providing correct current ratio. This method can help the managers to identify exact value of the inventory. And if the amount is higher than the usual amount, then mangers can find out the reason of having higher stock in hand. This can also bring efficiency.
Product Costing: Product costing another managerial activity that helps to set the price at which company can grab the demand of the market and also can bid their target profit. Setting price is one of the most important technique because this technique is related with the customers (Horngren, 2019). Managers need to be more cautious while setting the cost. Because the price should be including all costs that have been incurred while producing the products. And while adding markup/margin, mangers have to attentive to the market demand, price situation and as well as their target profit.
Forecasting: It helps them to plan for the upcoming year (RS and Atkinson, 2019). Though we know that always things don’t go as per planning but planning always reduces the workload. Forecasting sometimes become cumbersome but reduces almost half of the workload. Because when the mangers and resources have the planning, then they can do their responsibility by just following the forecast.
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