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1. [bookmark: _Toc115255112]Introduction
[bookmark: _Hlk117273112]Accounting is economic data analysis. It collects, measures, and disseminates financial data so consumers can make educated decisions. To rephrase, accounting focuses on delivering valuable information to decision-makers, both monetary and otherwise. Accounting aids in bookkeeping and recordkeeping. Accounting records financial transactions, operations, and communication. It tracks daily or monthly financial data. It records daily economic history. It aids corporate monetary policymaking. The many facets of accounting are shown in Figure 1.

                                                                       Figure 1. Accounting functions
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Management accounting:
This accounting examines a company's finances and suggests improvements. This function advises management on pricing the company to make money. Management reports internally. It analyses sales and spending. It facilitates staffing.
Financial Accounting
Accounting transactions provide consolidated financial statements. Bookkeeping results help creditors and lenders categorize, summarize, and record financial transactions in the income statement, balance sheet, and cash flow statement. Financial statement analysis. Functions. These systems facilitate historical research.
Internal Accounting
Internal accounting checks the company's controls and systems for fraud and team weaknesses.
Tax Accounting
These are company revenue authority taxes. This technique guarantees timely tax returns—such methods aid tax planning.
Cost Accounting
This accounting function helps the company determine its expenses. It breaks down the costs of providing services or manufacturing goods (Drury, C., (2012)).

2. [bookmark: _Toc115255113]Subheadings (covering all areas of the assessment’s main requirements, i.e., addressing Calculations and analysis)
Cost - the amount of money spent on a specific activity, object, or item.
Cost Unit — a unit of an item or activity to determine costs, such as kg/tonne.
Cost Object — anything about which stakeholders or users of accounting information desire to know the cost, such as a product, sales region, or business unit.
Cost Centre – department, machine, project.
Typically, we may categorize our costs as follows:
Nature – materials, labor, expenditures;
Function – departments etc., HR, Finance, Technological, and Business;
Direct - Prime Expenses are the total of all direct costs, which are definable and rise as volume rises. Direct prices include explicit material, labor, etc.;
Indirect costs - passed on to the customer and which rise in tandem with sales volume (overhead) are examples of indirect costs—fees paid to other parties, whether for production or not.
Cost analysis (CA) is a method for economic evaluation that compares the costs and outcomes of competing treatments. CA quantifies both the costs and the impacts of initiatives. Typically, this includes assigning monetary values to health benefits. It is divided into - Graphical method, Statistical and regression analysis, and the High-Low strategy.
                              Figure 2. Graphical method
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High-Low method - Steps: 
Identify the Highest and Lowest Pairs;
Calculate Variable Cost per unit;
Calculate Fixed Cost;
Estimate costs (Horngren, T., Forster, G., (2003)).
Allocation and apportionment costing refers to how we may most effectively charge direct and indirect costs across products, departments, functions, branches, regions, counties, or any other case where a firm has costs that need to be significantly dispersed over its total operation.
Direct costs can usually be allocated.
Indirect costs can be allocated, but they can be more practical and easier to understand if they can be apportioned.
Marginal costing
A costing method is where marginal/variable expenses are charged to unit costs while fixed costs are written off as period costs contribution.
Types of cost:
Fixed costs are expenditures that remain constant regardless of levels of sales activity;
Variable costs are costs that vary with sales volume — the more units sold, the higher the variable costs per unit;
Semi-variable costs are these expenses, a combination of the two (Seal W, Garrison R, Noreen, E., Rohde, C., (2014).
Cost-volume-profit analysis/ Break-even analysis
It is an investigation of the connection between changes in activity level and variations in revenue, cost, and profit.
This notion employs the Marginal Costing method, which necessitates contribution analysis.
Break-even-point is: Total Revenue = Total Cost;
Profit/(Loss) = Zero or the border between loss and profit.
Limiting factor analysis is a strategy that maximizes an organization's contribution by directing scarce resources to the production of goods or services that yield the maximum contribution per unit of scarce resources available (Atrill, P., McLaney E., (2012), https://www.wikiaccounting.com/limiting-factor-analysis).
The example task illustrates the implementation of the given accounting techniques.
Supper Tyres Global (STG) specializes in producing three types of tires: Budget, Standard, and Premium.
All the tires use a special strengthening wire. Wire production has been threatened due to high energy costs, and the supplier Propa Steel Group (PSG) has advised that the maximum supply for the 2023 financial year will be limited to 25140 meters. 
STG’s financial year starts in September and ends on the 31st of August. The maximum market demand and strengthening wire requirements per tire are shown below:
[image: ]
The selling prices, other raw materials, and labor cost rates per tire for the 2023 financial year will be the same as those in 2022. 
STG operates on a just-in-time production (JIT) method for quality assurance and cost, so opening and closing inventory levels are zero. 
The sales director has already accepted an order for 1,200 Budget Tyres and, if not fulfilled, would incur a financial penalty of £14,000. This contract order is not included in Standard Tyre’s leading market demand figure.
You are the Senior Management Accountant have been requested to write a report advising STG’s directors whether to:
1.	 first, fulfill the contract and then prioritize production in the usual way or
2.	breach the contract and incur the penalty.
[image: ]
Required:
1.1 Use management accounting techniques, for example, High-Low Method where applicable. Applying marginal costing techniques, rank the products.
Prepare the following workings: calculate fixed and variable overheads using the high/low method; Product cost card showing variable cost per unit, Total Fixed Cost, contribution per unit, and contribution per unit of a scarce resource. Rank the tires. Please also include the total column and calculations. 								
1.2 Prepare a budgeted production schedule and a marginal cost income statement (analyzed by product) for the year ending 31 August 2023, assuming that the Budget Contract is honored
1.3 Prepare a budgeted production schedule and a marginal cost income statement (analyzed by product) for the year ending 31 August 2023, assuming the Budget Contract is not honored.
The solution is shown in Figure 1.     
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1.4 Considering quantitative and qualitative, advise STG directors whether to accept or reject the Budget Contract. Reference to relevant/ credible literature is required.
The STG directors should accept the contract since the performance-based profit is higher (89525.47) than the non-performance-based profit (75613.93).
1.5. Upon your presentation above to the directors, you have been requested to: 
 1.5.1 Explain what a limiting factor is and why & how it is relevant to STG.  Reference to relevant/ credible literature is required.
A constraining element in an organization that prevents unrestricted growth and profitability is known as a limiting factor. It may also be viewed as an essential element. Examples:
- Limited machine capacity and hours;
- Limited demand for sales;
- Financially constrained;
- Limited labor hours;
- Raw materials.
For STG, the limiting factor is Special Strengthening Wire is 25140m.
  1.5.2 Critically examine the assumptions and limitations of the Cost-Volume-Profit (CVP) Technique in light of STG.
The assumptions that CVP (Cost-Volume-Profit) analysis is based on are its weaknesses. This means that the selling price per unit is assumed to stay the exact, variable costs change directly with changes in activity, and the projections are only for a short time. The sales mix will remain the same if more than one product is sold. Profit is limited by the limiting factor, which in this case is - Special Strengthening Wire 25140m.







2.1. [bookmark: _Toc115255114]Conclusion

Management accounting is essential to management decision-making because it assures the viability of the transformation process that goes from inputs through the production process to output. Management accounting is the method of determining, measuring, gathering, analyzing, producing, interpreting, and conveying information that assists managers in accomplishing a company's objectives. Accounting was developed to respond to the demand for quantitative information on financial transactions. It is understood as a language of commercial dealings and transactions. Compiling all accounting information serves as accounting's ultimate goal, which is to provide users with the ability to make more informed judgments. The information that the accounting system will offer will differ depending on who is making the choices and why they are being made.
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Budgeted data year ending 31 August 2023     

    

   Budget  Standard  Premium  

Maximum annual  demand  2,200  1,600  900  

S pecial  S trengthening  W ire  4  6  12  
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Recorded results for previous financial years  are   below:  

Actual results for the year ended 31 August 2022      

     

   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  labor   (£)  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  
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