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A manager must make timely and wise judgments in the complicated business climate of today in order to guide the company into profitability and gain a competitive advantage over its rivals.
Consequently, he not only manages the company successfully and efficiently, but also upholds the company's social obligation to its many stakeholders, including its owners, managers, workers, bankers, creditors, consumers, the government, and society. 
The analysis in this report is done using costing procedures and includes references. It is based on the management accounting of Super Tyres Global (STG). 
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As the given data suggests, firstly calculate fixed and variable overheads using the high-low method
high-low method is used to split the given total cost into fixed cost and variable cost.
Variable cost per unit = high activity cost- low activity cost / highest activity unit – lowest activity unit.
Here, In the problem 2 years data is provided 
	particulars
	year
	year

	 
	2021
	2021

	units
	3310
	3700

	Total cost
	209,966
	226,460

	semi-variable cost
	41,900
	45,200

	FC+VC 
	168,066
	181,200

	variable cost per unit
	33.68
	33.68

	variable cost 
	111470.6154
	111470.6154

	Total fixed cost
	56,594
	56,594

	sales revenue
	276,480
	304,800

	Selling price per unit
	83.52870091
	82.37837838

	Contribution per unit
	49.85
	48.7



Here is the explanation of the above calculations-
Variable cost per unit= Difference in total cost / difference in total units 
                                  = 13,134 / 390
                                   = 33.68 per unit
Total Fixed Cost = Semi Variable Cost (+) Variable cost (+) Fixed Cost


Raw material contribution margin
	particulars
	budget
	standard 
	premium

	sales(units)
	1700
	1240
	760

	sales revenue
	102,000
	111,600
	91,200

	selling price per unit
	60
	90
	120

	variable cost per unit
	34
	34
	34

	contribution per unit
	26
	56
	86



Sales revenue / sales units = selling price per unit.
Sales per unit -variable cost per unit = contribution
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As per the provided data prepare a budgeted production schedule and marginal cost income statement
	
	Production budget schedule	
Specified time frame	31/Aug/23
Forecasted sales	5900
Current inventory	0
Planned inventory	0
Required production	5900

	
	

	
	Forecasting sales
	Particulars
	Sales order
	Demand per year
	sales demand

	budget 
	1200
	2200
	3400

	standard
	0
	1600
	1600

	premium
	0
	900
	900

	total
	1200
	4700
	5900

	
	
	
	

	
	
	
	




Sales demand is 5900 overall if the company chooses make the accepted sales order but otherwise company needs to make only 4700 in normal circumstances.
	Details
	Selling price per unit
	Raw material per unit
	Direct labour per unit
	Semi-variable per unit

	Budget
	60
	28
	14
	10.7058824

	Standard
	90
	31
	23
	11.6129

	Premium
	120
	24
	32
	16.57894737



	



The below data is according to the accepted contract of 1200 buget tyres and the marginal statement suggest how much it will cost if the extra 1200 budget tyres if add up. How much will be the sales revenue and total cost. 
After analysis of the data it will be easy to understand if we should honour the contract or not.
Here in the above table is when honour the contact.
	Marginal costing income statement

	 
	Budget
	Standard
	Premium

	Sales (unit)
	3400
	1600
	900

	Sales revenue
	204000
	144000
	108000

	Raw Material
	93600
	49806.45
	21671.05263

	Direct Labour
	48800
	37290.32
	28657.89474

	Semi variable cost
	36400
	18580.65
	14921.05263

	 
	 
	 
	 

	Total Cost
	178800
	105677.4
	65250

	Profit / Loss
	25200
	38322.58
	42750



If we honour the contract, then the profit will be for budget tyres is 25,200 and company will not lible for the penalty of 14,000 
But for making 1 budget tyre= 4metre special strengthening wire is needed
For 1 standard tyre= 6metre special strengthening wire is needed 
For 1 premium tyre = 12metre special strengthening wire is needed
In the given case budget tyre will require 3400 x 4 metre wire= 13,600
standard tyre will require 1600 x 6metre wire = 9600
premium tyre 900 x 12metre wire = 10800
so, in total to meet the annual demand with the accepted extra order = the company needs 34,000 special strengthening wire. 
but company have for the year 2023, 31,204 mitres wire so it is difficult to complete the order of extra 1200 budget tyre as company have 2796 metre less wire than what is needed. So in that case company needs to bear the penalty of 14000 pounds.
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here the budget contract is not honoured. 
	Production budget schedule

	Specified time frame
	31/Aug/23

	Forecasted sales
	4700

	Current inventory
	0

	Planned inventory
	0

	Required production
	4700

	
	


Forecasting sales
	Particulars
	Sales order
	Demand per year
	sales demand

	budget 
	0
	2200
	2200

	standard
	0
	1600
	1600

	premium
	0
	900
	900

	total
	0
	4700
	4700

	
	
	
	

	
	
	
	




	Details
	Selling price per unit
	Raw material per unit
	Direct labour per unit
	Semi-variable per unit

	Budget
	60
	28
	14
	10.7058824

	Standard
	90
	31
	23
	11.6129

	Premium
	120
	24
	32
	16.57894737




	Marginal costing income statement

	 
	Budget
	Standard
	Premium

	Sales (unit)
	2200.00 
	1600.00 
	900.00 

	Sales revenue
	132000.00 
	144000.00 
	108000.00 

	Raw Material
	60564.71 
	49806.45 
	21671.05 

	Direct Labour
	31576.47 
	37290.32 
	28657.89 

	Semi variable cost
	23552.94 
	18580.65 
	14921.05 

	 
	 
	 
	 

	Total Cost
	115694.12 
	105677.42 
	65250.00 

	Profit / Loss
	16305.88 
	38322.58 
	42750.00 



[bookmark: _Toc116745914][bookmark: _Toc116746006]In the given case company can meet the requirement of the special strenghtning wire as the wire requirement is:
[bookmark: _Toc116745915][bookmark: _Toc116746007]                     Budget tyre = 2200 x 4 metre= 8800metre
                      Standard tyre= 1600 x 6metre= 9600metre
                      Premium tyre = 900 x 12metre= 10,800metre
 So here the requirement is 29,200metre wire to complete the annual demand and company have 31,204 so company can complete the annual demand
As per the analysis profit is 16305.88 but company needs to pay the penalty as there is no availability of raw material (special strengthening wire) for completing the order.
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1. it is important to consider quantitative and qualitative factors before accepting any order. Qualitative factors provide knowledge of internal and external variables of business and how it can affect them. Quantitative factors are about the health of business it includes the assets, liablities, income and expenses. Whereas the qualitative factors are not numeric it is intangible but still affect the potential value of company. Intangible in qualitative factors refers to introducing new technology which will give the company competitive advantage. Customer satisfaction as well as any pending case on company will affect company’s reputation. (Basias, N. and Pollalis, Y., 2018)
Here in the case of STG company both the factors need to be analyzed. As it hampers company’s reputation if company accepts any order and afterwards not able to complete it. It affect the qualitative as well as quantitative factors. Here they charged penalty of 14000 pounds. It is important to analyze the strength and weakness and then take the decision. The problem of scarce resources should be fixed by company taking necessary steps. It will help to maximize the profit as well as reputation of the company. (Aspers, P. and Corte, U., 2019)
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In an organization there are many limiting factors some of them are machine hours, shortage of labour or labour hours and raw material. For example if the company does not have sufficient raw material to fulfil the demand of its consumers then it affects the company and restricts its activities. If the company do not have the needful resources then it will be difficult to meet the demand.  for the growth of an organization it is important to analyze the limiting factors and company should ensure to have enough resource to produce as much as company wants. It will be helpful in maximizing company’s profit. 
In case of STG, the limiting factor to the company was raw material. So is important to fix this problem so that it won’t occur in the future. The special strengthening wire which is important for making the tyres. Company need to bear the loss in form of penalty due to shortage of raw material. So STG needs to analyze the strength and weakness of the organization before accepting any contract. It is also important to fix the problem to maximize company’s profit.
[bookmark: _Toc116997645]1.5.2
The study of total cost, sales, profit along with volume of production is known as cost-volume-profit analysis. The total cost is combination of fixed and variable cost. Fixed cost is fixed at all the levels of production but variable cost changes with each volume of output. The difference between total sales and total revenue is equal to profit. There are many limitations in CVP Analysis such as here fixed cost is not always fixed. It is difficult to identify the fixed and variable cost. It is not suitable for the company who is selling multiproduct. The assumptions of CVP analysis are all costs can be divided into variable and fixed. The fixed cost is always fixed and the CVP analysis is helpful for a limited range. 
In STG it is important to do CVP analysis so that company will have a forecast of things and it will be helpful in decision making. The CVP analysis has to be done by company every now and then. As the changes in the company help to take right decision seeing the current circumstances. 
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In the given problem the high low method is used to find out the variable cost, fixed cost, and semi-variable cost of company. As per the provided data also calculated the extra order. Will company able to complete it or not and suggested the directors to do a proper analysis before accepting any order (Guo, Y., 2022).
The qualitative and quantitative study is important for business to take the right decisions. The limiting factors limit the business so to fix that problem company have to do necessary changes and have enough resource. So that company can meet the demand. it will be helpful for the growth of business. CVP analysis is analysis of cost, volume and profits of the business. There are many limitations and assumptions of the analysis. Considering this company need to do the analysis. 
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