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[bookmark: _Toc117251712]Introduction
The report is about Supper Tyres Global specialisation in the production of 3 types of tyres that are budget, premium and standard. In this report, the management technique like the high Low method along with calculated variable and fixed overheads product cost and other search factors will be calculated. Budget production schedule, income statement and margin cost will be prepared along with the budget production schedule and marginal cost income statement for the year ending 31st August 2023. Based on these calculations and statements, an explanation of the limiting factor will be provided.  The limitations are assumptions of cost volume profit techniques for the company.









	 
	Budget
	Standard
	Premium
	Total

	Sales (units)
	1,700
	1,240
	760
	3,700

	
	
	
	
	

	Sales Revenue (£)
	102,000
	111,600
	91,200
	304,800

	Raw materials (£) 
	         46,800
	             38,600
	             18,300
	      103,700

	Direct labour (£)
	24,400
	28,900
	24,200
	77,500

	Semi-Variable Overheads (£)
	18,200
	14,400
	12,600
	45,200

	Total Costs
	89,400
	81,900
	55,100
	226,400

	Profit / (Loss) (£)
	12,600
	29,700
	36,100
	78,400

	
	
	
	
	



	Actual results for the year ended 31 August 2021
	
	
	
	

	
	
	
	
	

	 
	Budget
	Standard
	Premium
	Total

	Sales (units)
	1,460
	1,180
	670
	3,310

	
	
	
	
	

	Sales Revenue (£)
	116,800
	87,320
	72,360
	276,480

	Raw materials (£)
	   53,591
	      30,202
	      14,520
	    98,312

	Direct labour (£)
	27,940
	22,612
	19,201
	69,754

	Semi-Variable Overheads (£)
	16,545
	13,900
	11,455
	41,900

	Total Costs
	98,076
	66,715
	45,175
	209,966

	Profit / (Loss) (£)
	18,724
	20,605
	27,185
	66,514

	
	
	
	
	



The highest activity of sales units produced are for the year 2022 is for the Budget tyres with 1700 units sold and the lowest is for the premium tyre with 760 units sold and cost for the units were 89400/- and 55100 respectively, and similarly, for the year 2021 highest activity of sales units produced were 1460 and the lowest activity of sales produced were 670 and Total cost for the unit were 98076 and 45175 respectively. These activity levels will be used in the calculation of variable and fixed costs by the following steps

1. Calculating variable cost per unit with the help of identified low and high levels of activity.
2. Solving to find out fixed costs
3. Construct a total cost equation based on high-low calculations above
	Years
	Units
	Total cost
	Semi-variable cost
	Fixed+ Variable
	Variable cost per unit
	Variable cost
	Total Fixed cost
	Sales revenue
	Selling price per unit
	Contribution per unit

	2021
	3,310
	2,09,966
	41,900
	1,68,066
	33.68 
	111470.6154
	56,595
	2,76,480
	83.52870091
	49.85 

	2022
	3,700
	2,26,400
	45,200
	1,81,200
	33.68 
	124604.6154
	56,595
	3,04,800
	82.37837838
	48.70 



	Variable cost per unit using high low method

	Different in units
	390

	Difference in total costs
	13,134

	Variable cost per unit 
	33.68 








	


Raw Material contribution margin

	
	Sales (unit)
	Sales revenue
	Selling price per unit
	Variable cost per unit
	contribution margin per unit

	Budget
	1,700
	1,02,000
	60
	34
	26

	Standard
	1,240
	1,11,600
	90
	34
	56

	Premium
	760
	91,200
	120
	34
	86
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	Production budget schedule

	Specified time frame
	31-Aug-23

	Forecasted sales
	5900

	Current inventory
	0

	Planned inventory
	0

	Required production
	5900



	Forecasting sales

	
	Budget tyre
	standard
	premium
	Total

	Sales order
	1200
	0
	0
	1200

	Demand per year
	2200
	1600
	900
	4700

	Sales demand
	3400
	1600
	900
	5900



	Details 
	
	
	

	Selling price per unit
	60
	90
	120

	Raw Material per unit
	28
	31
	24

	Direct labour per unit
	14
	23
	32

	Semi variable per unit
	10.70588235
	11.61290323
	16.57894737




	Marginal costing income statement

	
	Budget
	Standard
	Premium

	Sales (unit)
	3400
	1600
	900

	Sales revenue
	204000
	144000
	108000

	Raw Material
	93600
	49806.45161
	21671.05263

	Direct Labour
	48800
	37290.32258
	28657.89474

	Semi variable cost
	36400
	18580.64516
	14921.05263

	
	
	
	

	Total Cost
	178800
	105677.4194
	65250

	Profit / Loss
	25200
	38322.58065
	42750

	
	
	
	



1.3
	Production budget schedule

	Specified time frame
	31-Aug-23

	Forecasted sales
	4700

	Current inventory
	0

	Planned inventory
	0

	Required production
	4700



	Forecasting sales

	
	Budget tyre
	standard
	premium
	Total

	Sales order
	0
	0
	0
	0

	Demand per year
	2200
	1600
	900
	4700

	Sales demand
	2200
	1600
	900
	4700



	Details 
	
	
	

	Selling price per unit
	60
	90
	120

	Raw Material per unit
	28
	31
	24

	Direct labour per unit
	14
	23
	32

	Semi variable per unit
	10.70588235
	11.61290323
	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 



The company fails short in meeting the strengthening wire requirement as
Budget Tyre = 2200 x 4 metre = 8800 metres
	Standard Tyre = 1600 x 6 metre = 9600 metre
	Premium Tyre = 900 x 12 metre = 10800 Metre
The total requirement of wire is of 29,200 metres for completing the annual demand and wire available is 25140 the company is falling short of 4060 meter so the Supper tyre cannot complete the order due to the shortage of raw material.
[bookmark: _Toc117251715]1.4 
While analysing the set of data quantitative research deals with the statics and numbers, while qualitative research deals with meaning and words. Both are essential for getting different types of information 
Quantitative research – Quantitative research is a type of research that is expressed in graphs and numbers (Moises, 2020). It is used for the testing of assumptions and theories. This type of research can be useful in establishing facts that are generalized about a particular topic. Common methods in quantitative research include experiments, numbers recorded as observation and service with questions that are closed-ended.
Qualitative research - Qualitative research is the type of research it is expressed in words (Janusheva, et al., 2022). This type of research let him get insights into topics and gather information that is not well understood. Common methods used in qualitative research include interviews with questions that are opening, observations that are described and literature review that explores theories and concepts.
By doing the quantitative as well as the qualitative research on the data presented above the organisation Suppler Tyres Global should not consider opting for the budget Contract according to the calculations made above the order cannot be completed within the given time and considering the shortage of raw material the company will have to face a huge amount of loss due to it but it will be better if to break the contract early consideration can be made.
[bookmark: _Toc117251716]1.5.1 Limiting Factor 
In management accounting limiting factors mean limited availability of resources for production (Franco and Oiley, 2018). A limiting factor can be anything that restricts a company's ability in maximizing sales due to constraints in demand or availability of resources for production. strategically the most important limiting factor for any company is money. but practically capacity constraint day by day is usually due to a shortage in machine hours, labour or materials which prevents a business from increasing its sales. 
if a company manufactures multiple products and has to face a shortage in the single source supply of resources which are required in producing multiple products, how much quantity of different products should be produced in order to maximize profits? one option can be determining the quantities in production on the basis of contribution per unit of various products. products having a high contribution per the unit shall be preferred over other products having a low contribution per unit. reproduction based on prioritizing contribution per unit cannot maximize profits as this approach fails in considering various contributions of products relative to its usage of limited resources which will determine the overall profit. hence while facing a situation that involves a single limiting factor product should be produced according to the prioritised production plans according to contribution per unit of a product of limiting resource.
After calculating the production budget schedule and sales forecast it can be seen that the limiting factor in the Supper Tyre Global company is the limited resources required in producing the tire special standing wire which is 4 for budget, 6 for standard and 12 for premium. the overall profit that can be made from the budgeted tyres is less compared to the premium tyres but due to high demand and no supply, the order cannot be fulfilled or may require more resources.

[bookmark: _Toc117251717]1.5.2 Assumptions and Limitations in the Cost Volume profit 
Assumptions in Cost volume profit 
The main assumptions made by accountants while doing cost volume profit analysis are that the fixed costs will be fixed in the range of activities that are relevant, all costs can be distinguished between variable and fixed costs (Im, et al., 2019), and the price of units sold will remain fixed and constant. A semi-variable cost is cost mixed due to the cost part being fixed and parts being variable for example, internet expenses. 
Limitations in Cost volume profit
The limitation in cost volume profit analysis are its assumptions, meaning that it is supposed that the selling price per unit remains the same, variable cost changes in direct proportion to different activity changes, the projection is made only for a short period and mix sales will remain consistent if multiple products are sold. The selling price per product assumption means that a change in activity might not affect the selling price within the range of relevant activity. The assumption regarding the sales mix is assumed to be constant that all company products will be equally treated, selling prices don’t change with the product mix changes and the sum of variable costs are the same. 
By analysing the Assumptions and limitations in the cost volume profit in the case of Supper Tyre Global the company is having a fixed cost for the labour and raw material and in the limitation is the different products sold and resources required are variable for each product. And based on all aspects covered in the report the company should consider breaking the contract as the low resources and low profits will cause the company more losses than accepting the order.



[bookmark: _Toc117251718]Conclusion
The report deeply analysed about Supper Tyre Global and their production of different tyres. the report calculated different marginal costing techniques and prepared a budget on the production schedule and marginal cost income statement for the year ending 31st August 2023 considering the budget contract. Marginal cost income statement and budgeted production schedule for the year ending 31st August 2023 if the budget contract is not honoured and compared both the results. The report also provided limiting factor and how it is relevant to Supper Tyre Global. Lastly, report exam in critically limitation and examination of the cost volume profit in the light of Supper Tyre Global
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