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	Selling price of product   (Per Unit in £) 
	11

	Variable cost (per unit in £)
	6

	Fixed cost (total in £)
	350000

	Breakeven point (in Unit)
(FC/(SP-VC))
	70000

	Breakeven point in revenue ( in £)
(BEP  in unit * Selling price per unit)
	 770000


Table: Break even analysis Kerrigan Ltd.
(Source: Self created)
Breakeven point represents the “minimum amount of sales required to collect the total cost of the operating activity”. The formula that is used to calculate the breakeven point is “Fixed cost/ Contribution per unit”. Contribution of an operating activity is calculated by deducting the sales revenue from the variable costs.  “Variable costs refer to the costs that change with the change in production or sales volume”. Fixed costs represent the costs which do not change with the change of production or sales volume. The above table shows the breakeven point of Kerrigan Ltd. The calculation shows that the company needs to sell at least 70000 units of product.
Break even revenue represents the total cash inflows required to cover all the costs. The break even revenue is calculated by multiplying the break even unit with the selling price per unit. The break even revenue of Kerrigan Ltd. is £770000. 
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	Sales volume (In unit)
	75000
	 

	Selling price of product   (Per Unit in £) 
	11
	 

	Total sales revenue (in £) 
(Unit * selling price per unit)
	 
	825000

	Variable cost (per unit in £) 
	6
	 

	Total variable cost (in £) )
(VC per unit * Unit)
	 
	450000

	Contribution (in £) )
 (Revenue- VC)
	 
	375000

	Fixed cost (total) (in £) 
	350000
	350000

	Net profit from the sales (in £)
	 
	25000


Table: Profit margin of the company
(Source: Self created)
The above table shows the profit margin in the situation where  Kerrigan Ltd is eling 75000 units of product. Total sales revenue and variable cost cas been calculated by  multiplying the per unit figure with sales volume. The profit margin Kerrigan Ltd is £250000.
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	 New Sales volume (in Unit)
	80000
	 

	New Sales price per unit (in £) 
	13
	 

	Total sales revenue (in £) 
	 
	1040000

	Old variable cost per unit (in £) 
	6
	 

	New variable cost per unit (in £) 
(increases by 1)
	7
	 

	Total new variable cost (in £)
	 
	560000

	Contribution (in £)
	 
	480000

	Advertising cost (in £)
	 
	10000

	Fixed cost (in £)
	350000
	350000

	Total profit (in £)
(Contribution - Fixed cost - advertising cost)
	 
	120000


Table: New profit margin
(Source: Self created)
In this scenario Kerrigan Ltd plans to improve their business strategy. Company has introduced a new marketing strategy, costing £10000. Due to this new strategy per-unit variable cost increases by 1. The fixed cost remains unchanged. In this scenario sales volume becomes 80000 units. The table shows that the contribution level of the new business operation is 480000. The profit margin of the business is ££120000.
Comparing both the situations it can be seen that the company was able to improve their profit margin while selling 80000 units of products. From this it can be said that the decision to adapt the new strategy was a fruitful initiative. 
[bookmark: _siumsu5hivg][bookmark: _Toc80973769]d. 
Limitation of break even analysis
This section discusses some of the main limitations of breakeven point analysis. 
1. Breakeven point segregates all the costs into two categories such as variable costs and fixed costs. However in reality, there are many costs which cannot be segregated in any of this category. For example, the cost of maintaining land or machinery has a fixed cost portion and it also has a variable cost property. From this it can be said that dividing costs in the simple two terms fails to include all the features of the costs system, hence it is a limitation of the BEP analysis.
2. Another limitation of the break even analysis is that it tackles the selling price at constant. However in reality, the selling price changes depending on the market scenario. Id products demand increases then the selling price increases. On the other hand, if the demand of the product decreases then companies decrease their product selling price. 
3. Break-even point assumes that the fixed costs do not change over the period. However, in reality the fixed cost of an operating activity can also change due to the market situation. For example, the cost of renting an asset is considered a fixed cost. However if the market situation changes the cost of rent is expected to change within a small time. From this it can be said that calculating the BEP by pointing some costs as unchangeable is a limitation of this analytical process. 
4. Another limitation of the breakeven point is that it assumes that all the variable costs change proportionately with the sales volume. However variable costs of a production largely depend on the market scenario also, If the market scenario fluctuates then variable cost per unit production will also fluctuate.  
5. The final limitation that can be drawn is that break even analysis does not conclude the market factors while calculating different types of costs. As a result the analysis fails to work properly, if the market scenario fluctuates at a high rate.
6. Another limitation of the Break even analysis is that assumes that sales volume and production volume of a business operation is equal. However in realty, sales volumes can be lower than the production volume due to the market situation. This can be identified as the conceptual limitations of the Break even analysis process.
7. Every investment requires a primary capital. However break even analysis only deals with the costs related to the operating process. It fails to consider the primary capital investment while calculating the breakeven point.  
From the above discussion it can be concluded that BEP analysis has various limitations. However regardless of this limitation, this analytical tool is a very important part to understand the operating process of a company. BEP analysis helps managers and investors to understand the required rate of revenue they need to earn to cover all the costs generated from the operating activity. 
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Accounting process can be differentiated into two types such as the normal accounting process and the send part is the management accounting process. Normal accounting process refers to the process where companies' financial transactions are recorded in a standardized process so that every person can understand the financial conduct of the business. 
Management accounting process mainly focuses on analyzing the dataset collected with the help of a normal accounting process.  In other words it can be said that the management accounting process analyzes the financial performance of the business organization.
From this it can be said that the main difference between management accounting and normal accounting is that “normal accounting only records dastas, while management accounting analyzes this datas.  
The results obtained through the application of management accounting process are mainly used by two types of persons such as firms internal users and external users, Internal users such as managers use the management accounting process to understand firms financial performance. With the help of this analysis managers create future business plans for the business organization. Internal users such as employees of a firm use the managerial accounting process to understand their future in the firm. If a firm's business is improving then they plan to work in the firm for a long period. However if a firm is not performing well then employees plan to change their job in different firms. 
Managerial accounting process also helps external users. External users such as investors of the firm decide their investing plans by comparing different financial analyses of various firms operating in the same sector.  Suppliers of a firm also use this managerial accounting process before engaging a long term relation with the firm. If the findings of the managerial accounting show that a particular form is not in good health then suppliers do not supply their products on credit. Financial institutes such as banks and other loan providing organizations also use the results of managerial accounting before providing loans on business organization to estimate the risk level of the loan. If the risk level is high then banks charge a higher rate of interest against the loan or not provide loan at all. 
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The main objective of the management accounting process is to analyze business organizations' situations. Another objective of management accounting is to create business plans to improve profitability of firms. 
Management accounting has various techniques to understand the performance of company and predict the future. 
Ratio analysis
Ratio analysis is a process in which “different financial aspects of a firm are compared with each other to understand the overall performance of a firm's different perspectives”. Ratios can be differentiated in various categories such as “profitability ratio, liquidity ratio, efficiency ratio, gearing ratios,” etc. 
Profitability ratio shows firms capacity to earn profit while maintaining the costs of its operating activity. Liquidity ratio reflects the capacity to meet its short term liabilities with the usage of short-term assets; efficiency ratio shows firms capacity to use its assets while earning revenues. The gearing ratios on the other hand reflect the risks faced by the firm. 
NPV analysis
Another managerial accounting tool is “net present value analysis tool”. It has been observed that the value of money changes over time due to the market change. This changing rate is denoted as the inflation rate. Due to this change of money, it becomes difficult to speculate the true value of an investment project which is expected to provide return for multiple years. To solve this problem the NPV analysis is used. NPV analysis multiplies the cash inflows of future years to bring them in the present context. This helps managers and investors to analyze investment options which run for multiple years. 
Budgeting analysis
Budgeting is a managerial accounting process where managers analyze the historical data’s of business analysis to predict the future. The budgeting process helps managers to create proper business plans. Budgeting process also helps investors to understand the business process of the company. By analyzing the budget, if investors feel interest toward the business then they invest their capital in the business organization. 
By using these managerial tools managers analyze the past performance to identify the flaws in the business operation. This helps managers to create efficient business plans to increase their profit margin. Processes such as NPV analysis helps managers to understand the potential of the investment process which helps them to make correct business decisions. 
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