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[bookmark: _Toc80975917]Question 1:
a. It has been identified that the break-even point is described as a point where the revenue of the company is equal to the cost of the company. There is a formula in which the break-even point can be calculated such as:
Break-even point = Fixed cost / (per unit sales price of the product - per unit variable cost)
i)	Contribution per unit = 
Selling price per unit- Variable costs per unit

Contribution per unit= 
11 -6= £5		

Break- even point = Fixed Cost/contribution per unit = 350000/5 = 70,000 units

ii)	Break-even Point (Revenue)= (Total Fixed Cost/Contribution as to sales ratio)
Contribution as to sales ratio= £5/£11= £0.4545 per unit

BEP is (£350000/0.4545)=£770077
B:
Sales = 75 000unitsx 11= £825000
Costs
Vc=75000*6=(450000)
Fc= (£350000)
Profit= Sales-(VC+FC)
        =825000-(450000+350000)
   =825000-800000
=£25000
C: 
As it has been observed that the company Kerrigan Ltd. has launched an advertising campaign that is worth 10,000 euro and it eventually leads to an increase in the variable cost per unit by 1 euro. Apart from that, the selling price is also expected to be 13 dollarsand about 80,000 units are about to be sold. So the net profit can be calculated by first calculating the cost price and then calculating the profit. Before that, net fixed cost and new sales and BEP will also be identified.

New selling price = £13
New variable costs = £7 (6+1)
new contribution = (13-7)=£6
New fixed costs = £360000 (350000+10000)
New sales volume = 80000
		
New BEP = New fixed cost/New contribution
 = (360000/6) units
=60000
		
Profit = (New Sales Volume - New BEP) X New contribution
(80000 - 60000) X 6 = £120000


D:
It has been identified that the break-even point equals the revenue with the cost. Though there are various advantages of using the break even analysis, various disadvantages are also there in the break even analysis such as:
Does not predict the market demand
It has been observed that as the analysis of break even can be helpful to tell when the break even will happen, it does not provide any kind of insights about the likelihood of the break even analysis. 
Dependency on data
It has also been identified that accuracy of the break even analysis is majorly dependent on the accurate data gathered from the market. 
The analysis is complex
The analysis of break even works best for the companies that have a single point of price. But if the products of a particular organization are multiplied because of having different price levels, performing the analysis of break even may be complex. 
It ignores the market competition
It is one of the biggest limitations of the break even analysis as this analysis does not include the competitors from the market. It has also been identified that the new entrants inside the market may affect the product demand or the point of break even can also be affected by getting more competition from the market. 
Not considering semi-variable costs
It has also been identified that the analysis of break even does not consider the semi-variable costs that eventually leads to various problems in getting to the point of break even. Apart from this, this analysis ignores time and variation of costs may happen.   
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a. Management accounting is described as a way for getting administration reports as well as records that provides opportune budgetary and also measurable data for making better business decisions. 
b. Better planning
The financial as well as non-financial information are presented in regular intervals by management planning that is helpful for the managers of an organization to make better business decisions. 
Better decision making
Since the management accounting is useful to provide better charts, forecasts as well as management analysis that are useful for decision making purposes. 
Better strategic management
The management of an organization can make better sales strategies by gathering information about a particular product from management accounting. 
It has also been analyzed that management accounting differs very much from financial accounting. 








The difference is described below:

	Financial accounting
	Management accounting

	The financial reports are being used by the stakeholders and the regulators of the company.
	The management reports are being used by the managers and the employees of the company. 

	The reports are balance sheet, income and cash flow statements.
	The reports are production costs and good costs.

	The financial reports come in every quarter or in every annual.
	The management reports come very frequently.

	The financial reports are helpful for the external company users to make decisions. 
	The management reports are helpful for the internal company users to make decisions. 

	The financial reports contain monetary information.
	The management report contains non-monetary as well as monetary information.




c. Margin analysis
It has been identified that margin analysis is being concerned with optimizing production’s incremental benefits. Margin analysis is one of the most used techniques by the management accounts as it is very easy and the objectives of management accounting can be achieved very easily with this concept. Apart from these, break even points calculation can be determined for understanding the optimal mix of sales for the products of the company. 
Capital budgeting
It has been observed that in the analysis of capital budgeting, the managerial accountants are being hired for calculating the internal return rate (IRR) as well as the present net value (NPV) for helping the managers for making better budgeting capital decisions.
Product costing and inventory valuation
The efficient management accountants use this technique to achieve management accounting objectives. Inventory valuation is described as the identification as well as the analysis of cost that is being associated with inventory and the products of the company. Apart from this, this process also implies the overhead charges allocation as well as calculation. Moreover, this process is also useful for assessing the direct costs that are related with the goods sold cost (COGS).
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