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[bookmark: _Toc107748570]Introduction
This report presents the task’s solution and provides advice to Mobility Solutions Group on whether they should discontinue or continue manufacturing Hoist and Mobile Beds using a Marginal Costing Statement. In addition, safeguard the final decision describes the objectives and benefits of Management Accounting, the definitions and examples of cost behaviour and absorption costing, and the most crucial aspect of the Management Accounting, the decision-making process, which can be affect by all this factor
[bookmark: _Toc107748571]Marginal Costing Statement 
(a) Marginal Costing statement for December 2021 – Wheelchairs, Hoists and Mobile Beds 



[bookmark: _Toc107748572]


Marginal Costing Statement -Hoist 
According to CFI team (2022) it is not advisable to continue producing the product at its current sales price level unless it is a very high-volume product because a low or negative contribution margin implies a product line or business may not be very profitable. In this case the company MGS need to stop producing Hoists, because of the negative results of the contribution and future losses. Below is shows the Marginal Costing Statement without this product. 


Marginal Costing Statement- Mobile Beds
As a result of the production’s good contribution, the corporation may continue making Mobile Beds in the short term, however if they do so over the long run, they will incur losses. The production level and volume affect marginal costing, according to Vaidya (2022) and as result, it can either be short run (i.e., fixed expenses for increased productivity in a short period of time) or long run (i.e., variable inputs for extra output in more time). Below the marginal costing statement shows if the company stop producing Mobile Beds, how the statement it will look like. 



[bookmark: _Toc107748573]Discussion 
[bookmark: _Toc107748574]Variable and Fix Costs 
According to Walther and Skousen (2010), before one can begin to comprehend how a business will perform over time and in response to volume changes, it is crucial to evaluate the business’s structure. This includes identifying certain types of cost that will be incurred and attempting to comprehend their distinctive characteristics. Walther and Skousen (2010) say variable costs will fluctuate proportionally to variations in activity level. With each increased unit and output, direct material, direct labour, and sales commissions are likely to grow. Material, labour and other variable expenditures make up MSG’s expenses. According to Walther and Skousen (2010, p.9) costs with fixes are unaffected by changes in the volume of business. There are several sorts of fixed expenditures, such as administrative salaries, rentals, property taxes, and so on, which should be considered while the scalability of a business idea. The fixed cost in the MSG’s performance report are the fixed overheads. 
[bookmark: _Toc107748575]Absorption Costing 
According to Law and Smullen (2008) the cost accounting system in which an organization’s overhead expenses are charged to production using an absorption rate approach. This method has the benefit of simplicity, but the distribution of expenses is essentially arbitrary, for this reason, activity-based costing is now frequently favoured, compare marginal costs.
[bookmark: _Toc107748576]Allocation 
[bookmark: _Hlk106540415] According to Drury (2021) cost allocation is utilised by enterprises and government agencies of all types. It is a method dividing and allocating an entity’s expenditures. Sometimes this involves dividing expenditures incurred by one department over other departments that also benefited from the spending, and sometimes this involves dispersing a cost across all goods. First that cost allocation promotes decision making, this is the intention, but the outcome depends on how it is implanted. Those using the data to make judgments must pay attention to cause and effect and/or actual functioning relationship, or they may be misled. Second, all costs must be accounted for. Thirdly, costs associated with idle capacity must be assigned to actual goods and services.

[bookmark: _Toc107748577]Marginal Costing
Many businesses leaders look at profit margin to determine how lucrative a company is. Profit margin reflects the entire amount by which income from sales exceeds costs. However, if it needs to know how a given product adds to company’s profit, it should look at the contribution margin, which is the income left over after the variable cost of providing product is subtracted from the cost of creating it, to arrive to this amount, it start by reclassifying all costs as fixed or variable on a standard income statement, in this case the calculation on contribution shows Hoist ( -209,85) and Mobile Beds (2369,48).  Managers can use contribution margin analysis to assist them make a variety of decisions, including whether to add or remove a product line, like in this case and how to price product or service. However, it never considers contribution margin in isolation, it should consider the profit criteria before making any important business decisions. After determining the donation amount if a product’s contribution margin is negative in this case the Hoist, the corporation loses money on each unit produced and must either discontinue the product or raise prising. If a product has a positive contribution margin, in this case the Mobile Beds, should likely be retained (Gallo,2017).
[bookmark: _Toc107748578]Marginal Costing vs Absorption Costing 
Drury (2021) says in a questionnaire poll based of 272 accountants who were part of the Chartered institute of Management Accountants (CIMA) found that roughly 81%of the respondent SME employed absorption costing methodologies to allocate overheads to goods. The same survey also found that larger organisations   utilised absorption costing to a greater extend. Only 58% of smaller SME utilised absorption costing, while 42% utilised direct/variable costing.
An important premise of absorption costing is that that inventory and units produced must contain a portion of all fixed and variable production expenses incurred to get them to the current state. The ideas of marginal costing are utilised for internal decision- making(short-term). As fixed costs are incurred regardless of activity level, marginal costing is used to assess what contribution has been generated (revenue less variable cost). 

[bookmark: _Toc107748579]Decision making process and risk 
According to Atrill and McLaney (2021) conducting a sensitivity analysis on the proposed project is a common method of determining the level of risk. This involves analysing the key input values affecting the project to determine how changes in each input may individually affect the project’s viability. The initial step is to evaluate the decision using the most accurate estimates for each input factor (for example labour cost, material cost and so on). Assuming the evaluation is favourable, each input values is then analysed to determine the extent to which the estimated cost can change before the project becomes unfeasible for that reason alone.
Drury (2021) introduces an example for the risk and unpredictability- which risk must management accountants to consider. Typically, management accountants conduct a risk assessment as follows: identifying the risk, evaluating their impact and profitability and developing the most suitable risk responses. It is uncertain how specific management accountants should be in their efforts to identify risks that may impact their organisation, even though their efforts are very pragmatic. While some risks, such as those associated with fires or floods, are identifiable, others, such as Brexit, are less so, to the extent that they cannot be predicted. Even seasoned political commentators were taken aback by the 2016 decision of the British electorate to leave the EU, which led to significant uncertainly in the years that followed as successive British government sat tamped to secure and approve a withdrawal agreement with the EU. Even when this task was finally completed in early 2020, the UK business community remained uncertain about the potential risk associated with the outcome of a proposed trade deal between the UK and the EU, whose completion deadline was touted as the end of 2020. Consequently, British firms engaged in international trade were required to consider their response to a variety of potential risk, including duties.
[bookmark: _Toc107748580]Conclusion 
According to the paper, marginal costing’s greatest beneficial contribution is the help it gives management when making crucial decisions. The cost information needed for the decision-making and profit planning in a marginal accounting record. The report recommending the company to stop producing Hoist, based on the contribution calculation and keep going producing Mobile Beds in short term. The report advices the organisation a solution: it can keep going producing and selling this products and may be  uses marketing strategies to increase the sells and also to reduce the expenses from the suppliers for production materials( or change the suppliers) without changes in the quality of the products.
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Task 2
a) How many plates should Bux Deli sell in order to break even? – Based on the calculation below Bux Deli need to sell 100 plates to break even. The formula used for the calculation is: Break-even quantity= Fixed Cost/Contribution per Unit.






b) Given that Bux Deli will now incur an additional 300£ storage space fixed rental, calculate the revenue Bux Deli should generate in order to break even- The break-even revenue is 4,200£. The formula used for the calculation is: 
Break-even revenue= Fixed Cost x Selling Price/Contribution per Unit.







c) How many plates should be sold by Bux Deli in order to make a profit of £9,600? - Bux Deli need to sell 760 plates to make a profit of £9,600. The formula used for the calculation is: Activity level= Fixed cost + Target profit/Contribution per unit.
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Wheelchairs  HoistsMobile Beds  Total

Sales 8,800 7,300 10,600 26,700

                    

Cost of sale    

Direct Material  4180 4905 5390 14475

Direct Labour 1470 2535 2760 6765

Other Variable Cost 320.68 69.85 80.52 471.05

Contribution 2,829 -210 2,369 4,989

Fixed Overheads 6500

Profit/(loss) -1,511


Microsoft_Excel_Worksheet.xlsx
Sheet1

						Wheelchairs 		Hoists		Mobile Beds 		Total

		Sales				8,800		7,300		10,600		26,700

				                 		  

		Cost of sale						   

				Direct Material 		4180		4905		5390		14475

				Direct Labour		1470		2535		2760		6765

				Other Variable Cost		320.68		69.85		80.52		471.05

		Contribution				2,829		-210		2,369		4,989

				Fixed Overheads								6500

		Profit/(loss)										-1,511
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Wheelchairs Mobile Beds Total

Sales 8 800 10 600 19 400

                   

Cost of sale

Direct Material  4180 5390 9570

Direct Labour 1470 2760 4230

Other Variable Cost 320,68 80,52 401,2

Contribution 2 829 2 369 5 198

Fixed Overheads 6500

Profit/(loss) -1 302


Microsoft_Excel_Worksheet1.xlsx
Sheet1

						Wheelchairs		Mobile Beds		Total

		Sales				8,800		10,600		19,400

				                 		  

		Cost of sale

				Direct Material 		4180		5390		9570

				Direct Labour		1470		2760		4230

				Other Variable Cost		320.68		80.52		401.2

		Contribution				2,829		2,369		5,198



				Fixed Overheads						6500

		Profit/(loss)								-1,302
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Wheelchairs  HoistsTotal

Sales 8 800 7 300 16 100

                    

Cost of sale    

Direct Material  4180 4905 9085

Direct Labour 1470 2535 4005

Other Variable Cost 320,68 69,85 390,53

Contribution 2 829 -210 2 619

Fixed Overheads 6500

Profit/(loss) -3 881


Microsoft_Excel_Worksheet2.xlsx
Sheet1

						Wheelchairs 		Hoists		Total

		Sales				8,800		7,300		16,100

				                 		  

		Cost of sale						   

				Direct Material 		4180		4905		9085

				Direct Labour		1470		2535		4005

				Other Variable Cost		320.68		69.85		390.53

		Contribution				2,829		-210		2,619



				Fixed Overheads						6500

		Profit/(loss)								-3,881
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Plates

Sales 35£

less:Variable/Marginal cost 20£

Contribution per unit 15£

Fix Costs 1500£

divide:Contribution per unit15£

Break-even quantity 100


Microsoft_Excel_Worksheet3.xlsx
Sheet1

				Plates

		Sales		35£

		less:Variable/Marginal cost		20£

		Contribution per unit		15£



		Fix Costs		1500£

		divide:Contribution per unit		15£

		Break-even quantity		100
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Fix Costs  1500£ + £300= 1800£

multiplied:Selling Price 35£

didive:Contribution per Unit 15£

Break-even revenue 4200£


Microsoft_Excel_Worksheet4.xlsx
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		Fix Costs 		1500£ + £300= 1800£

		multiplied:Selling Price		35£

		didive:Contribution per Unit		15£

		Break-even revenue		4200£
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Fix costs 1 500,00 £ 

plus: Target Proft 9 600,00 £ 

divide: Contribution per unit 15,00 £      

Activity level 740


Microsoft_Excel_Worksheet5.xlsx
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		Fix costs		£   1,500.00

		plus: Target Proft		£   9,600.00

		divide: Contribution per unit		£   15.00

		Activity level		740
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