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1 A)
The information suggests that 75,000 units are sold at a price of £11. In addition, the fixed costs and variable costs per unit are also given: £350,000 and £6, respectively. The break-even point is found by taking into consideration the size of fixed costs and dividing the number by the profit from selling each unit of product, as expressed by the difference between selling price and variable costs. 
Break-even point = FC / (price – variable cost per unit)
Break-even point = £350,000 / (£11 - £6) = 70,000 units
This means that Kerrigan Ltd has to sell 70,000 units in order to cover the occurring fixed and variable costs and reach zero profit. Respectively, the revenue of selling 70,000 units is equal to:
Revenue = 70,000 units X £11 = £770,000
1 B)
In order to calculate the actual profit from selling 75,000 units, it is important to calculate the total revenue and total costs related to the respective sales. Total costs are expressed as the sum of fixed costs and variable ones given the level of sales. The following calculations are related to evaluating the profitability of selling 75,000 units. 
Profit = TR – TC
Profit = (75,000 X £11) - £350,000 – (75,000 X £6) = 
= £825,000 - £350,000 - £450,000 = £25,000
1 C)
The advertising campaign leads to changes in the fixed costs, variable costs, price and volumes sold. It is important to mention that advertising expenses are considered as an addition to fixed costs. The changes are expressed as follows: 
FC = £350,000 + £10,000 = £360,000
VC per unit = £6 + £1 = £7
New price = £13
Sales level = 80,000 units
Based on these new assumptions, it is important to measure the impact of the advertising campaign on profitability of Kerrigan Ltd. 
Profit = TR – TC
Profit = (80,000 X £13) - £360,000 – (80,000 X £7) =
= £1,040,000 - £360,000 - £560,000 = £120,000
The profitability of Kerrigan Ltd is eventually increased to a level of £120,000. This is considerably higher than the basic scenario; thereby, demonstrating the effective use of advertising for increasing product demand, revenue and profitability numbers. The investment in advertising eventually has a very high return due to the fact that an £10,000 investment yields £95,000 in extra profit, despite the increased variable costs. 
1 D)
Break-even analysis has specific limitations which may worsen the actual validity of findings in real life context. One of the most significant drawbacks is related to the fact that assumptions are applied in the analytical process. For example, it is assumed that fixed costs remain constant regardless of the activity level; however, this is often not the case, as fixed costs tend to change when a certain activity level is surpassed (Pant, 2021). Due to economies of scale, fixed costs may be reduced in the case of large production volume which is overlooked by break-even analysis. Another key limitation suggests that variable costs are in a linear relationship with the production volume. Real life evidence shows that the size of variable costs per unit may also depend on production quantities; thereby, experiencing a non-linear relationship (Pant, 2021). Respectively, break-even analysis may suggest profit margins and break-even point which are incorrect. Moreover, Pant (2021) also argues that break-even analysis applies a clear distinction between fixed and variable costs; however, this may not be the case in practice. The inability to clearly determine the types of costs in two groups – fixed and variable – is a reason for yielding inaccurate results from the break-even analysis. Moreover, it is quite difficult to accurately calculate the exact size of fixed costs when multiple different products are to be assessed which is another drawback of break-even analysis (Pant, 2021). 
In addition to the above-mentioned internal conditions and cost-related considerations, break-even analysis may also demonstrate weaknesses related to the external environment. In general, break-even analysis is performed under the assumption that business conditions remain unchanged during the future period of analysis (Pant, 2021). This is often unrealistic assumption and changes in the external conditions may largely influence the performance of a company and jeopardise the validity of break-even results. Moreover, external conditions, such as changes in selling price, level of competition, as well as input costs, may change; thereby, altering the actual break-even point and experienced profit margins (Pant, 2021).  
It is also important to mention that break-even analysis assumes an equal size of production level and quantities sold but this is rarely the case; thereby, leading to changes in inventory levels (Pant, 2021). The overlooking of inventory changes, as well as the lack of considering the role of the amount of capital employed, as the latter remains a relevant determinant of organisational profitability, are factors for inaccurate analysis in practice (Pant, 2021). 
2 A)
The primary role of management accounting is to improve the internal decision-making process by managers. Hence, management accounting is a field which is used to collect relevant internal information with a positive impact on decision-making and organisational performance as a whole (Needles et al., 2014). In this relation, management accounting has a wide scope of responsibilities, which includes monitoring and control of processes, stakeholder engagement, reporting and eventually more effective decision-making (Needles et al., 2014). As a result, it is possible to better control a given organisation and manage it in an effective manner, so that long-term strategic goals are accomplished (Seal et al., 2011). 
Considering the specifics of management accounting, it is important to recognise its importance for accessing relevant, detailed and accurate information supporting the process of decision-making (Seal et al., 2011). The availability of internal data has grown in importance, as informed decision-making is required in order to prosper in a competitive marketplace dominated by technologies and external changes. Therefore, management accounting’s main advantage stands in its ability to deliver various types of report which improve the planning process, capital budgeting decision-making, control over processes and operations and other relevant fields of operations depending on the information needs of managers, employees and other internal stakeholders (Needles et al., 2014). Moreover, management accounting tends to have a high level of flexibility, as reports may be prepared with different frequency and structure depending on the actual information needs of decision-makers (Needles et al., 2014). Hence, there is no need to follow a strictly determined report format. 
Business organisations are typically required to deliver a set of financial reports and it is important to discuss the main differences between management and financial accounting. The first major difference refers to the reporting format. Drury (2009) explains that management accounting reports are flexible and may be adjusted in terms of content and structure depending on the specific needs of organisational decision makers. In contrast, financial accounting is required to prepare reports which strictly comply with accounting rules and structure determined by regulators (Drury, 2009). 
Second, management accounting typically serves the needs of internal stakeholders. Hence, the reports aim at informing managers, employees and other organisationally-related stakeholders (Needles et al., 2014). In contrast, financial accounting reports tend to serve the information needs of external stakeholders – regulators, government institutions, lenders, etc. (Needles et al., 2014). 
Third, there are also differences in the time orientation of reports. Management accounting reports have a future orientation. Information is often required in order to assess future trends, make capital budgeting decisions, change processes based on incoming technologies, etc. (Needles et al., 2014). Financial accounting reports are past oriented, as they include financial data about the balance sheet items, profit and loss information, cash flow management, etc. from previous accounting periods (Needles et al., 2014). Moreover, financial reports have to be based on a strictly determined past period, such as a quarter or year, whereas management accounting reports are flexible and may include different time periods (Drury, 2009).
Last, but not the least, the actual type of information may be quite different depending on whether management or financial accounting reports are considered. Needles et al. (2014) explain that financial reporting has to include objective and verifiable data which are quantitative in nature. Interestingly, management accounting does not determine specific requirements regarding the type of information used in reports. It may be quantitative, which is often the case; however, there are no formal limitations to be followed. As a result, management accounting reports may also include individual opinions, which are subjective in nature, feedback and other sources of in-depth information; thereby, revealing detailed information regarding internal organisational developments. Considering this, management accounting reports are often treated as confidential, whereas financial reports are to be publically available, as it is the case with public limited companies (Needles et al., 2014).  
2 B)
Management accountants may apply numerous techniques in order to improve the process of decision-making and quality of operations management. Three common techniques are discussed in this section. 
First of all, management accounting provides a good basis for analysing trends and making forecasts for future periods of time (CFI, 2021). Trend analysis and forecasting is of high relevance in the field of management accounting due to its future orientation (Needles et al., 2014). Management accounts apply the technique in order to identify relevant trends and potential seasonal or other patters which may affect important areas of organisational performance, such as variations in product costs, changes in consumer demand, etc. (CFI, 2021). Understanding trends and patterns of development is important for decision makers, as they may be better able to explain potential fluctuations between forecasted value and actual performance (CFI, 2021). As a result, management accountants have an improved ability to forecasts, make budgets and allocate resources in a more efficient manner based on the trend analysis information which contributes to improved organisational performance as a whole. 
The second important technique refers to capital budgeting. In general, capital budgeting is also a future-oriented process because it explores the opportunities for conducting profitable capital expenditures (CFI, 2021). Capital budgeting is important for organisations due to the fact that a substantial part of organisational resources is used for acquiring machines, cars, buildings and other types of assets which determine future capacity and productivity. Therefore, management accountants have to make evidence-based decisions in order to utilise the available capital in the best possible manner and achieve the most optimal long-term results in terms of return (CFI, 2021). Management accounting delivers a wide range of assessment methods to be used in the process of capital budgeting – net present value, internal rate of return, payback period, etc. (CFI, 2021). As a result, management accountants are more objective in their decisions and able to identify the most attractive solutions in the field of capital budgeting with long-term benefits for organisations. 
Third, management accounting is also of help in delivering useful technique for inventory management and product costing. Especially in the context of manufacturing organisations, decision-makers tend to apply techniques for demand forecasting and inventory management in order to monitor and control the level of inventory (Slack et al., 2013). This is essential for minimising the risk of having product shortages or excess inventory which may lead to extra costs of holding unsold products (Slack et al., 2013). In addition, management accountants optimise inventory management and demand through the application of costing systems (Vasquez and Naranjo-Gil, 2020). The purpose of the latter is to collect and analyse information regarding all relevant cost and profit centres, as well as dependences (Vasquez and Naranjo-Gil, 2020). The information is then applied for the purpose of allocating costs and determining resources needed and quantities produced. The use of inventory-related and costing information facilitates the accurate management of inventory and production decisions, particularly in the context of large manufacturing companies, which produce numerous types of products with significant quantity where even insignificant variations may lead to large costs. 
These techniques largely contribute to achieving a more informed decision-making process in different performance domain which in turn contributes to improved organisational performance – a key goal of management accounting. 
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