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Question 1
a). Break-Even Point Analysis 
The break-even point is the level of production at which the costs of production equal the revenues of the product. Thus, it is the point at which expenses equal revenues and thus, a company starts to make profits from the product.
Thus, Breakeven point= Fixed costs / (Price per unit-Variable costs of production). 

Breakeven Point = 350,000/ (11-6)
                             = 70,000
The Breakeven Point = £70,000 
Kerrigan Ltd must generate £70,000 in its revenues to cover its fixed and variable costs. 

b). Profit= Total Revenue-Total expenses
Total revenue= Units sold × price per unit
                        = 75,000 × 11 
                         = 825,000
Total Expenses/ cost of production = fixed costs+ variable costs
                           = 350,000+ (6×75000)
                           = 350, 000+ 450,000
                            = 800,000
Profit = 825,000- 800,000
            = £25,000
c). New Profit= Total revenue-Total expenses
New Variable cost per unit= £7
New Selling price= £13
Units sold= 80,000
New advertising expense= £10,000
Total revenue= Units sold× price per unit
                       =80,000×13
                      = 1,040,000
Total Expenses= Fixed costs+ variable costs
                          = 350,000 + (7×80,000) + 10,000
                          = 350,000 + 560,000 + 10,000
                          =920,000
Profit= 1,040,000-920,000
          = £120,000
d). Limitations of break-even analysis 
The breakeven point demonstrates the point at which total costs equal total revenues received from the sale of a product. However, using this approach to determine the profitability of a company has several limitations. One of the biggest limitations is that it ignores competition. When using the breakeven point analysis as a measure to determine profitability, it does not factor for competition in the market in the equation. For example, while the level of competition in the market and new entrants can affect the demand for the product or lead to changes in prices which can affect the break-even point. But this is ignored in the breakeven point analysis (Cafferky and Wentworth, 2010). In addition, break-even analysis is often based on the assumption that a company can categorise all its costs into either fixed or variable costs which is not always the case. In reality, it may not possible to clearly divide all costs into fixed or variable costs (Cafferky and Wentworth, 2010). 


Question 2
a). In the provision of information for the different users of accounting information such as lenders, suppliers, investment analysts, company owners, managers and customers among others, accounting is divided into management accounting and financial accounting. Management accounting, as compared to financial accounting is primarily concerned with providing managers with the information that is required within the company to enhance the smooth operation and day-to-day running of the organization. On the contrary, financial accounting provides general-purpose information to the users of financial information (Atrill et al., 2014). Thus, while management accounting provides information that is primarily used within the company, financial accounting provides information that it’s for general purpose such as financial statements that are published publicly. The purpose of management accounting information is to aid strategic decision making within the company and thus, it does not follow a certain format. Contrary to financial accounting information, which has to be provided as stipulated by the accounting bodies, management information is only provided as managers require the information to make strategic decisions. Management accounting provides information designed for a particular decision (Atrill et al., 2014). 

b). The primary objectives of management accounting are to maximise profits and minimize losses. Management accountants can use a wide range of strategies to achieve these objectives. For example, one of the most popularly used strategies in management accounting is strategic planning and budgeting (Atrill et al., 2014). For a business to thrive in a dynamic business environment, it must have both a strategic plan and a budget. Management accountants develop a strategic plan which provides a guide to achieve the management accounting objectives. Similarly, they develop a budget that helps plan, organize and control management activities within the company, enhances communication between departments, authorises managers in different departments to conduct activities relevant to enhance the performance of each department and also ensures the appropriate allocation of resources (Atrill et al., 2014).

Another strategy used is target costing. According to Adler (2013), target costing is primarily used by management accountants to enable the management to use proactive cost planning, cost management and cost reduction practices where costs are planned and calculated early. This is a management technique where prices are determined by market conditions and considering many factors such as the level of competition, switching costs to other companies and homogeneous products as well. 

Another strategy used by management accountants is strategic pricing. This strategy involves proactively creating the conditions under which better and more profitable pricing outcomes can be achieved. It involves setting the products’ prices based on their value to the customer and or on a competitive strategy rather than the cost of production (Adler, 2013). 
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