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(a) Calculate the break-even point (in units and revenues) of product A 
for Kerrigan Ltd.
Given information
	Selling price
	11

	Variable cost per unit
	6

	Fixed cost
	350,000

	Selling units
	75000 units



Break even in units = Fixed cost / sales price – variable cost 
		= 350,000 / 11 – 6
		= 350,000 / 5
		= 70,000 Units
Break even in revenues = Fixed cost / Contribution margin ratio
		= 350,000 / 375000/825000
		= 350000 / 45%
		= £777777.77 
Contribution margin ratio = contribution / sales
		= 5*75000 / 11*75000
		= 375000 / 825000
= 45%
(b) Calculate the profit made on sales of 75,000 units.
	Particulars 
	
	Amount 

	Sales 
	75000*11
	825000

	Less: Variables 
	75000*6
	450000

	Contribution 
	
	375000

	Less: Fixed cost 
	
	350000

	Profit 
	
	25000



(c) The company will make an advertising campaign costs £10,000 and 
will improve the product specifications, which will increase the 
variable cost per unit by £1. This is expected to allow the company to 
increase the selling price to £13 and the sales is expected to be 
80,000 unites. Calculate the new profit figure for the improved 
product.
New given information
	Selling price
	13

	Variable cost per unit
	7

	Fixed cost
	350,000

	Selling units
	80000 units

	Advertising cost
	10000



	Particulars 
	
	Amount 

	Sales 
	80000*13
	10,40,000

	Less: Variables 
	80000*7
	560,000

	Contribution 
	
	480,000

	Less: Fixed cost 
	
	350000

	Profit 
	
	130,000



(d) Discuss the limitations of break-even analysis.
	There are various limitations of break-even analysis that can have an impact on the overall outcomes. For example, one of the limitations is that it is primarily based on assumption that all the costs as well as expenses can be separated into fixed as well as variable components in a clear manner. However, it can be said that it is not possible to achieve a clear-cut division of the different costs. Apart from this, another limitation of the break-even analysis is that it assumes that production as well as sales are same which is not the case (Disadvantages and Advantages of Break-Even Analysis, 2021). The process of developing break-even charts can be time consuming and also, the break-even analysis is only applicable to a single product or a single mix of products. Apart from this, there are also some semi variable costs which cannot be considered in the analysis (Da Rosa and Ordóñez, 2021). The break-even analysis ignores the time element and thus, the comparison of performance between two periods is not possible on the basis of contribution. Therefore, these are some of the limitations of the break-even analysis.
[bookmark: _Toc80985045]Question 2
(a) Discuss the importance of management accounting, and how it differs from what financial accounting provides.
	Management accounting can be defined as the practice of identifying, analyzing, measuring as well as interpreting financial information to managers in order to achieve the goals as well as objectives. It can be said that management accounting is important because both financial as well as non-financial information is presented at regular intervals of time. The presentation can be in the form of budgets, forecasts as well as in-depth analysis. And since, different types of charts are used for presenting the information, management accounting helps in making informed decisions. Apart from this, management accounting also helps in identifying early signs of any problems or issues that can impact the overall outcomes (Del Amparo and et.al., 2021). One of the most important things about management accounting is that it helps the managers of different organizations to make informed decisions about continuing a product. On the other hand, financial accounting primarily focuses on providing information about the functioning of the business to the users while management accounting provides information so that they can evaluate the performance and develop plans for the future. In other words, it can be said that management accounting is presented to the internal community of the organization while financial accounting is meant for the audience outside of it.
(b) Discuss three techniques by which the management accountant can 
achieve the objectives of management accounting.
	The first technique by which a management accountant can achieve the different objectives of management accounting is standard costing. Standard costing is the established order of preferred expenses underneath most green running conditions, comparison of actual with the usual, calculation and evaluation of variance, if one wants to recognize the motives and to pinpoint the duty and to take remedial movement in order that destructive things might not take place once more (Mahmoudian and et.al., 2021). The second technique is marginal costing wherein the management accountant uses the technique of marginal costing, differential costing and break-even analysis for price manipulate, selection-making and income maximization. Lastly, the third technique is funds flow statement wherein the management accountant makes use of the method of price range float statement so that it will examine the changes within the economic role of a business enterprise among dates.
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