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Introduction 
The report will discuss Supper Tyres Global (STG), which deals in three categories of tyres which are Budget, Standard and Premium. The company is expected to have limited resources for reinforcing wire for tyres production. The report consists preparation of budgets and determines that to first meet the contract and then meet the output in a basic way. The other contains taking penalties and breaking the contract.
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	Particular
	Budget
	 
	Standard
	 
	Premium

	 
	 
	 
	 
	 
	 

	Variable cost per unit = (Higher cost - Lower cost)/(Higher unit - Lower unit)
	6.89
	 
	8.33
	 
	12.72

	 
	 
	 
	 
	 
	 

	Fixed cost = (Total semi variable cost- (higher unit*variable cost per unit))
	6487
	 
	4070.8
	 
	2932.8

	 
	 
	 
	 
	 
	 

	Product cost card
	 
	 
	 
	 
	 

	Particular
	Budget
	 
	Standard
	 
	Premium

	Sale
	60
	 
	90
	 
	120

	variable cost
	 
	 
	 
	 
	 

	Raw material
	27.52
	 
	31.12
	 
	24.07

	Direct labour
	14.35
	 
	23.30
	 
	31.84

	variable overhead
	6.90
	 
	8.33
	 
	12.72

	 
	 
	 
	 
	 
	 

	Contribution per unit
	11.22
	 
	27.23
	 
	51.36

	 
	 
	 
	 
	 
	 

	Limiting Factor
	 
	 
	 
	 
	 

	Special Strengthening Wire
	4
	 
	6
	 
	12

	Contribution per metre Strengthening wire
	2.80
	 
	4.53
	 
	4.27

	 
	 
	 
	 
	 
	 

	Rank
	3
	 
	1
	 
	2
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	Product optimum sheet
	 
	 
	 

	Particular
	Metre
	 
	Unit

	Standard
	9600
	 
	1600

	 
	 
	 
	 

	Premium
	10740
	 
	895

	 
	 
	 
	 

	Budget
	4800
	 
	1200

	 
	25140
	 
	 





1.2 Marginal income statement of STG on 31st August 2022
If the budget Contract is honored
Budgeted production schedule
	Product optimum sheet
	 
	 
	 

	Particular
	Metre
	 
	Unit

	Standard
	9600
	 
	1600

	 
	 
	 
	 

	Premium
	10740
	 
	895

	 
	 
	 
	 

	Budget
	4800
	 
	1200

	 
	25140
	 
	 



	Marginal Income statement
	 
	 
	 
	 

	Particular
	Budget
	Standard
	Premium
	Total

	 
	 
	 
	 
	 

	Sale
	72000
	144000
	107400
	323400

	 
	 
	 
	 
	 

	Less:
	 
	 
	 
	 

	Variable Cost 
	 
	 
	 
	 

	Raw material
	33035.29412
	49806.45161
	21550.65789
	104392.4036

	Direct labour
	17223.52941
	37290.32258
	28498.68421
	83012.5362

	variable overhead
	8275
	13333.33333
	11386.38889
	32994.72222

	 
	 
	 
	 
	 

	Total contribution
	13466.17647
	43569.89247
	45964.26901
	103000.3379

	 
	 
	 
	 
	 

	Fixed cost
	6487
	4070.8
	2932.8
	13490.6

	 
	 
	 
	 
	 

	Operating Profit
	6979.176471
	39499.09247
	43031.46901
	89509.73795

	 
	 
	 
	 
	 

	(-) Penalty
	 
	 
	 
	0

	 
	 
	 
	 
	 

	Operating Profit
	6979.176471
	39499.09247
	43031.46901
	89509.73795
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If the budget Contract is not honoured

Budgeted production schedule
	Product optimum sheet
	 
	 
	 

	Particular
	Metre
	 
	Unit

	Standard
	9600
	 
	1600

	 
	 
	 
	 

	Premium
	10800
	 
	900

	 
	 
	 
	 

	Budget
	-20400
	 
	-5100

	 
	25140
	 
	 



	Marginal Income statement
	 
	 
	 
	 

	Particular
	Budget
	Standard
	Premium
	Total

	 
	 
	 
	 
	 

	Sale
	71100
	144000
	108000
	323100

	 
	 
	 
	 
	 

	Less:
	 
	 
	 
	 

	Variable Cost 
	 
	 
	 
	 

	Raw material
	32622.35
	49806.45
	21671.05
	104099.9

	Direct labour
	17008.24
	37290.32
	28657.89
	82956.45

	variable overhead
	8171.563
	13333.33
	11450
	32954.9

	 
	 
	 
	 
	 

	Total contribution
	13297.85
	43569.89
	46221.05
	103088.8

	 
	 
	 
	 
	 

	Fixed cost
	6487
	4070.8
	2932.8
	13490.6

	 
	 
	 
	 
	 

	Operating Profit
	6810.849
	39499.09
	43288.25
	89598.19

	 
	 
	 
	 
	 

	(-) Penalty
	 
	 
	 
	14000

	 
	 
	 
	 
	 

	Operating Profit
	6810.849
	39499.09
	43288.25
	75598.19
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The relevant cost of the budget production schedule in task 1.2 can be stated that the operating profit if the budget is honored, is 89509.73. Despite, the limited availability of resources if the management would like to meet the target they took. If the budget is not honored then the management would face a penalty of 14000 which would decrease the operating income of the STG company. With the data with limited resources, the company must ensure that they use their potential resources in such a way that can provide them with better prospects and further benefits to meet future requirements (Davis and Van, 2018). 
The directors must analyze the required report and the numerical data in favor to accept the budget contract as it increases the operating profit of the STG and if in any case the contract is not accepted it has to pay a certain penalty of 14000, which is a very considerable amount for any company. With that, if the required target is not met it will reflect the goodwill of the company. As the data support the reasonability to use the budget contract of the year. 
If the budget honored the first target of the SGT is to meet the target of 1200 unit tyres and with the available data, it can be measured that the strategy is required to adopt can be very appropriate for the company. In such cases, the SGT must approve the contract of their budget to support and keep it safe from the penalty. 
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STG has no unit capacity limit, then there will not be any production constraint strengthening wire limiting factors for future planning and forecasting of cost per unit as it will be determined by the quantity produced multiplied by the standard cost per unit and resulting in a higher total cost in number form (Gu, et al., 2021). Production constraint strengthening wire has been set as a limiting factor for accounting purposes because of its negative impact on labor efficiency rates due to an increase in overhead expenses per unit (producing).
Standard costing is an accounting technique that helps establish a target cost for the production of a product or service. It is used to compare actual costs incurred with the planned cost to be able to provide a better understanding of whether it is possible to achieve and maintain an acceptable level of profitability. The standard costing system generates cost allocation and variance analysis reports which are used in management decision-making. The following are some examples of different approaches to tackling the costs of a particularly limiting factor:
It is important to note that standard costing has no relevance if actual costs are higher than planned costs. As a result, it is essential to devise a cost-reduction plan (Jaskova, et al., 2020). Also, any additional costs that increase due to production problems should be recorded as part of the planning stage. It is also essential for actual costs (production) not to exceed planned costs (cost of product).
This can be done by two methods, which are " absolute allocation " and " percentage allocation ". The process of absolute allocation is discounting variable costs by allocating fixed costs to variable costs. Percentage allocation is the process of allocating variable costs to variable cost drivers such as raw materials, labor, rent, indirect materials and direct labor. The percentage allocation is calculated on the result of the actual cost as a percentage of the overall actual cost. It does not include the cost of a normal failure within the limitation. This breakdown is an opportunity to improve the process by reducing costs. The cost of the breakdowns should be used to calculate the cost per type of failure in order to find opportunities to implement changes that will reduce costs in the future (Litvinenko, 2020).
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Briefly, the study found that a merger with Super Tire Group would result in synergistic benefits (i.e., cost savings) such as lower inventory levels and improved distribution through shared manufacturing facilities. However, the transaction was only moderately attractive given the assumption that management could be successfully transferred from Goodyear into Supper Tire Group without any significant problems arising from this cultural change. (Guo, 2022)
Assumptions and Limitations associated with CVP Analysis to use for Essay Analysis of Supper Tire group.
In the traditional Cost-Volume-Profit analysis, one makes the following assumptions:
1. The company is producing a homogeneous product that can be produced at any plant in the world at a uniform cost.
2. Prices are constant from month to month and season to season.
3. There is no inflation or deflation in input or output prices over time periods relevant to the analysis.   
4. The company is producing the exact quantity of output that it needs to meet demand at the current level of (input) prices and output prices set by competitors.
5. The company is not currently producing any form of output that it has not yet produced in the past, and therefore there are no long-term commitments or fixed costs associated with that production.
6. There is no risk of new competitors entering the market over time relevant for this analysis and thus acquiring more than a small share of the market share.
Briefly, the study found that a merger with Supper Tire Group would result in synergistic benefits (i.e., cost savings) such as lower inventory levels and improved distribution through shared manufacturing facilities. However, the transaction was only moderately attractive given the assumption that management could be successfully transferred from Goodyear into Supper Tire Group without any significant problems arising from this cultural change. The market is a large, mature, or stable market.
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