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[bookmark: _GoBack][bookmark: _Toc27048778]Management accounting is a crucial part in any type of business organization, which helps the company in preparing appropriate budgetary system as well as helps the organization in understanding their current financial position according to which they plan their decisions for proper growth in the competitive market (Quattrone, 2016. The purpose of the analisys, is to develop a detailed understanding of principles, applications and concepts of cost and management accounting. Further, the study will conduct the factors to evaluate the general information of budgeting and performance measurement.

Evaluation of the informational requirements of management in relation to decisions involving financial criteria

Cost accounting system – This system is useful for the organization, especially for SMEs like Davison Canners as it helps the business firm to get all the necessary information related to production cost and expenses within their operations. It is essential for the organization in order to control overrun of cost, stock and inventory effectively. Firstly, it helps to determine input and cost of production, which is thereafter evaluated by the output, and end results for monitoring the financial performance of the company “Davison Canners”
Inventory management – This accounting system usually helps the organization in identifying the usage, storage and management of raw materials and inventory that are used in the production of goods and services of final products (Cooper et al., 2017). It generally includes the different tools such as scanner, barcode printer and many other software applications for the purpose of facilitating streamline such as goods, stocks and services. Apart from this, it helps to measure the quality and quantity of final goods in selling purposes.
Job costing system – This system is usually used by Davison Canners in order to allocate the cost of production into various batches of the final gods and services. It helps in accumulating the information about the cost of a specific good. It is essential for determining the estimation system accuracy to quote the product price for ensuring reasonable revenues.
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Application of cost and management accounting techniques and methods 

Product and service costing – The total cost that required preparing a particular product or service are called product costing (Weetman, 2019). For example, Davison Canners are involved in food production where they would analyze the total cost of producing the unit of products is comes under the system of product costing.
The total cost or expense, which generally incurs for providing good services, is called service costing.

Process costing – The total costs that are incurred while processing the products and services are called process costing. It is important to consider process costing as it allows producers in keeping their business operations runs within the particular limits of resources and costs for setting precise limits for maximizing profitability in business.

Operating costing – It usually includes the cost of products and services, which have been sold, operating expenses and overhead expenses (Schaltegger and Burritt, 2017). This cost is usually deducted from annual revenue for arriving at operating income and are reflected on an organization income statement. It can be known as a service costing as well. For example, bus services, nursing homes etc.

Contract costing – Under this method of costing, works, which are required huge amount of costs and expenses that are performed for longer period of process, is termed as contract costing (van and Uddin, 2016). It is also known as terminal costing as well. For example, building construction.



Marginal Costing – This method of accounting system are ascertained only with variable costs such as direct expenses, materials and labor as well as variable overheads (Wagenhofer, 2016). It does not include fixed cost of production. The marginal costing of Davison Canners in preparing their cost and expenses are as follows:
	Income statement of Davison canners (Marginal Costing)

	Output or unit sales
	18500

	Per unit sales
	24

	Per unit materials
	5

	Per unit labour
	4

	Per unit variable
	3

	Fixed overhead production
	24000

	Other fixed costs
	34000


Table 1: Income statement (Marginal Costing)

	Data
	Amount in £
	Amount in £

	Sales
	
	444000

	Direct material cost
	92500
	

	Direct labour cost
	74000
	

	Direct variable cost
	55500
	222000

	Contribution
	
	222000

	Fixed costs
	
	

	Fixed overhead production
	25000
	

	Other fixed costs
	33000
	58000

	Net profit 
	
	164000


Table 2: Income statement (Marginal costing)

From the above table of marginal costing is has been observed that for 18500 production units at 24 sales per unit, Davison Canners has earned a net profit of £164000. However, under this method calculation is being done before generating the fixed overhead production.

Absorption costing – Under this method, both the variable and fixed costs of production are being calculated. It generally includes full of production cost, which are fixed, and variable costs. Income statement of Davison canners using absorption costing are as follows:

	Income statement of Davison canners (Absorption Costing)

	Output or unit sales
	18500

	Per unit sales
	24

	Per unit materials
	5

	Per unit labour
	4

	Per unit variable
	3

	Fixed overhead production
	24000

	Other fixed costs
	34000


Table 3: Income statement (Absorption costing)

	Data
	Amount in £
	Amount in £

	Output sales
	
	444000

	Direct Materials costs
	92500
	

	Direct labour costs
	74000
	

	Direct variable costs
	55500
	

	Fixed production overhead
	25000
	247000

	Contribution
	197000
	

	Other fixed costs
	33000
	

	Net profit
	
	164000


Table 4: Income statement (Absorption costing)

From the above table of absorption costing, it has been seen that Davison Canners has earned the equal amount of net profit as compare to marginal costing. However, the contribution is being calculated after generating the fixed overhead production. 	

[bookmark: _Toc27048780]Demonstrate the ability to produce functional and master budgets for a variety of business scenarios
Introduction to budgeting 
Budget can be termed as the formal statement of estimated income and expenses, which are based on the plans and objectives. According to Honggowati et al. (2017), budget is a written document which is used by the top management level for the purpose of making the estimation of revenues and expenses for an upcoming period that are based on specific objectives for the organization operations. It is essential for the company to make a proper budget so that they could be able to maximize their profitability in the business.
Cash budget 
A cash budget is referred to as the plan of expected cash receipts and outgoing of cash during a specific period.  It includes of cash inflows and cash outflows such as revenue collected, expenses paid and loans payments and receipts. It is important for analyzing the actual income of cash inflows and outflows, which are effectively for the organization in performing any task in an effective way.

Functional and master budgets
It refers to the total outcome of a budgeting process, which can be measured by the collection of different series of subsidiary into the total budget (Senftlechner and Hiebl, 2015). Further, master budget generally covers the definite period of time span including a year, represents the all over operational plans that are being developed by the management level within the business organization. Davison Canners generally prepares a proper and effective budgetary system, which helps them to reduce the wastage of unnecessary usage of extra costs, and resources, which are thereby, increase their profitability in their business operations.







Introduction to standard costing 
Standard costing is referred to as the practice of substituting the expected costs for an actual cost in accounting records. 
Calculation of standard costing 
It is a simple and easy process to calculate a standard costing for the business. It includes direct labor, materials and manufacturing overhead calculation. 
· Direct labor calculation – Direct labor = hourly rate * hours worked

· Direct Materials calculation – Direct materials = raw materials * market place

· Manufacturing overhead calculation – manufacturing overhead = fixed salary + (Machine hours * machine rate)

Calculation of standard costing in Davison Canners
Hourly rate = 8
Hours worked = 8
Calculation of direct labor = (8*8) = £64

Fixed salary = 10000
Machine hours = 24
Machine rate = 23
Calculation of manufacturing overhead = 10000 + (24*23) = £10552

Their variances are recorded for showing the differences between actual with expected cost and if any errors occur then the accountant professionals can rectify it.

[bookmark: _Toc27048781]Conclusion
It is to be concluded from the study that management accounting system is essential for Davison Canners in preparing appropriate budgetary system that will help the organization in increasing their profit ratio in business.  Further, the study has conducted the different cost and management techniques and methods, which has helped the company in various ways. A brief discussion on the marginal and absorption costing has been explained which helps the study to measure the net profit of the chosen organization effectively. 
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