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[bookmark: _Toc98781590]Introduction 
In the report, the concept of management accounting will be explained or discussed. In general terms, it is a procedure of making or preparing reports regarding the operations of the businesses which will help the managers to make correct decisions at the right time for the firm. Along with this, a control report will be made in this report to examine the efficiency of the Amana Limited and recommendations will also be provided to the managers for enhancing the productivity of the firm. Apart from this, distinct modes of selling products will be analysed and examined in this report to enhance the income or revenue margins of Amana Limited. 
[bookmark: _Toc98781591]Part A 
Overview of Amana Limited
Amana Limited is a small size firm which operates its trade or commerce operations in the United Kingdom. It is a “family-owned tourist business” situated in England. The firm mainly sells souvenirs to tourists who visit England to spend their holiday. The firm has various locations in the tourist hotspots of England such as Westminster bridge, Brighton, Buckingham Palace, London bridge, Birmingham city centre, Manchester city centre and so on.  The Amana team only prepared the design and machinations of the souvenirs, but it was manufactured and produced by the Chinese manufacturer as per their designs (Oliveira et al., 2019). The firm has operated their trade operations for more than 35 years in England and still they are successfully operating their business in the UK’s marketplace and earning enough revenue from their business activities which provides them a competitive edge over their rivals in the marketplace. But due to Covid-19, the firm has to face several issues and problems in operating their business in the UK as the government of the United Kingdom has imposed the restriction on the tourism sector along with other sectors in the UK, to stop the spread of the virus in the country (Crick and Crick, 2018). As a result of this, the firm has to face losses which are not good for the future expansion and development plans of the firm in the UK’s marketplace. Apart from physical stores, the firm also uses their official website for selling and marketing their products in the UK’s marketplace. 
(i) “Prepare the monthly control report showing original budget, flexed budget, and variances”.
 Control Report: In general terms, it is prepared by the managers of the organisations to recognise and analyse the efficiency and productivity of their trade operations in the marketplace (Prokopovic et al., 2019). With the help of control reports, the managers can easily recognise and find out the reasons behind the inefficiency of their trade operations. After analysing the reasons, they can prepare strategic plans through which they can improve the efficiency of their trade operation and can efficiently compete with their competitors in the marketplace (Vitomir et al., 2020). The monthly control report of the Amana Limited for the month of January, 2020 is made or prepared below:

	“Productive Activity” 
	“Budget”
	“Actual /Flexed”
	“Variance”
	
	

	
	100,000 units
	80,000 units
	
	
	

	Costs 
	£
	£
	£
	
	%

	Materials 
	250,000
	280,000
	-30,000
	Adverse
	-12%

	Labour
	400,000
	440,000
	-40,000
	Adverse
	-10%

	Overhead
	150,000
	120,000
	30,000
	Favourable
	25%

	Warehouse rental 
	200,000
	170,000
	30,000
	Favourable
	18%

	Insurance 
	100,000
	100,000
	NIL
	-
	-

	Full Time warehouse supervisor salary  
	50,000
	35,000
	15,000
	Favourable
	43%

	
	
	
	
	
	

	Selling Revenue
	 2,500,000
	2,000,000
	500,000
	Favourable
	25%

	
	
	
	
	
	

	Total 
	3,650,000
	3,145,000
	505,000
	Favourable
	16%



Table No.1: “Control Report of Amana Limited”
(Source: Created by learner)
For the month of January, Amana Limited has planned to manufacture or produce 100,000 units of products but the firm has only produced 80,000 units of products. On the other hand, the firm has budgeted £250,000 for the purchase of raw materials while the firm has actually spent £280,000 on the purchase of raw materials. Contrastingly, the company has budgeted £400,000 for the labours in order to efficiently complete the work on time while the firm has spent £440,000 on the labours (ARNAUTOVIĆ et al., 2021). Therefore the company has spent more £30,000 on the purchase of raw materials and £40,000 on the labours in order to manufacture 80,000 units of goods or products which in turn increase the overall manufacturing budget of the company. Increased expenditure in turn will reduce the income or revenue margins which is not good for the future sustainability, development and expansion of the organisation in the UK’s marketplace. Apart from this, the firm has budgeted £ 150,000 for the overheads expenses while the company has spent only £120,000 on their overhead expenditures. Contrastingly, the firm has spent only £170,000 on the warehouse's rentals while the firm has budgeted £200,000 for the warehouse rentals (Shpak et al., 2020). The overhead and warehouses rentals, clearly shows that the manager of Amana Limited has efficiency opertatyes their trade operations in the marketplace. As a result of this, the firm is also to spend less on the overhead and warehouse rentals which will help the firm to generate a sufficient amount of revenue for the expansion and development of the firm in the UK’s marketplace.  On the other hand, the manager has budgeted £50,000 for the salary of warehouse supervisor but they only pay £35,000 to the warehouse supervisor in terms of salary for providing their services to the firm. Contrastingly the firm has planned to manufacture 100,000 units of products but they only produce 80,000 units of products. As a result of this, the company has actually generated £2,000,000 revenue from their sales while the firm has budgeted to generate £2,500,000 revenue by selling their services and products in the UK’s marketplace. The firm has generated £500,000 less revenue from their sales as they have produced less number of products in comparison to their budget units of products. Henceforth, for the month of January, Amana Limited has not performed at their budgets or plans (Lai et al., 2018). As a result of this, the firm has generated £500,000 less in comparison to their plans or budgeted revenues, which is not good for the development and expansion of the organisation in the marketplace. Along with this, the managers fail to achieve their planned aims and goals. Therefore to efficiently run and operate their business operations in the UK’s marketplace, the manager of the firm has to prepare tactical or strategic plans through which they can enhance the efficiency of their trade operations and can achieve their budgeted aims and goals. 







(ii) “Using your control report prepared in (i) above, prepare a report on Amana’s performance during the year 2020”.
“In the books of Amana Limited” 
“Income Statement” 
“For the year ended 31st March 2020”
	“Income Statement”
	
	

	
	“Amount (£)”
	“Amount (£)”

	“Sales”
	
	1,600,000

	
	
	

	“Less : Cost of Goods”
	
	

	“Opening”
	-
	

	“Add: Purchases (Materials)”
	280,000
	

	“Less: Closing”
	-
	280,000

	
	
	

	“Gross Profit”
	
	1,320,000

	“Less Expenses”
	
	

	Labour
	
	440,000

	Overhead
	
	120,000

	Warehouse rental
	
	170,000

	Insurance
	
	100,000

	Fulltime warehouse supervisor salary
	
	35,000

	
	
	

	“Net Profit”
	
	455,000

	
	
	


Table No.2: “Income statement of Amana Limited”
(Source: Created by learner)
In the year 2020, Amana Limited has generated £1,600,000 of revenue by selling their services and products in the UK’s marketplace. On the other hand, the cost of material or goods was £280,000 for the year 2020. Therefore, the gross profit margins of Amana Limited for the year 2020 were £1,320,000. Contrastingly, the non - manufacturing expenses of the Amana Limited for the year 2020 was £865,000. The non-manufacturing expenses include the “Labour expenses, overhead expenses, warehouses rentals, insurance and full time warehouse supervisor salary. Henceforth, from their trade or business activities in the UK’s marketplace, Amana Limited has generated a net profit of £455,000. The income margins of the firm shows that, the managers of the firm have efficiently and effectively allocated and controlled their fiscal resources which in turn improves their business efficiency and productivity which has helped the managers of the firm to maximise the income margins of the organisation (Wang, 2018). Big and huge revenue margins are significant for the sustainability of the firm in the marketplace for a longer duration or period of time. 
(iii) “Provide recommendations to Amana’s CEO on areas of improvement”.
The recommendations are addressed below through which the managers of Amana Limited can improve and enhance the efficiency and productivity of their trade or business operations in the UK’s marketplace.  
Use digital marketing: To increase the appearance of their products in the UK’s marketplace, the managers of Amana Limited can use digital marketing to promote or advertise their products in the markets of the United Kingdom. For advertising their products or goods, they can use “social media platforms” such as facebook, instagram and so on. Digital marketing will help the frim to attract new consumers from the market as well as it will help them to retain their old ones (Akhmetshin et al., 2018). New customers will increase their customer base which in turn increases the sales of the products or goods in the market. It will help the managers of the organisations to maximise their income or revenue margins which is significant for the future expansion and development of the organisation in the UK’s marketplace. 
Use artificial intelligence and advanced software: The managers of the firm can use artificial intelligence and advanced software to improve the fluency of their official website. It will help the firm to increase their customer satisfaction levels which is very important for the customer retention (Putra, 2018). New and advanced technologies will help the firm to improve their overall productivity and efficiency which is significant for the firm to improve the satisfaction level of their customers.  
Explore new suppliers and manufacturers for Souvenirs: In order to reduce the manufacturing or production cost, the managers of the firm should explore new and cheaper suppliers and manufacturers for the souvenirs (Akhmetshin et al., 2018). It will help the firm to reduce or minimise their operational cost which in turn helps the managers of the firm to maximise their revenue or income margins. 
Measuring Employees Performance: By measuring the performance of their employees, the managers of the firm can easily find out the reason behind the inefficiency of their employees and can prepare tactical or strategic plans through which they can enhance the efficiency and productivity of their employees. It will increase the overall productivity of the firm which is important for managers to maximise the income or revenue margins of the organisation.  

[bookmark: _Toc98781592]Part B 
Mr Amana has realised that their biggest competitors in the UK’s marketplace are selling their goods or products to the customers of Europe, UK and US through online modes such as Amazon and their own official website. Therefore in order to compete with their rivals or competitors in the UK’s marketplace, Mr Amana wants to close some of their physical stores and wants to sell their goods or products through online modes to maximise their income or revenue margins as well as to streamline their business actions in the UK's marketplace. The branches which Mr Amana wants to close are Birmingham city centre, Manchester city centre and Brington. By selling their products or goods the biggest advantage the Amana Limited will receive is that it will reduce the overall expenditures of the firm which in turn will help the managers of the firm to maximise their revenue margins. Apart from this, another biggest advantage which the Amana Limited will receive is that there will be no reach limitation (Vitomir et al., 2020). Through physical stores the firm can only reach to the customers which are living in the England but buy selling their products through online mode the company can sale their products or goods to a large portion of the population which in turn enhance the revenue margins as well as customer base of the organisation which will provide them a competitive edge over their competitors or rivals in the marketplace. 
To sell  their products or goods online the firm has two choices, either they can improve or enhance their own official website or they can sell their products or services through third parties such as Amazon. The factors are addressed below which needs to be measured or consider for selling the products or goods through the official website of the firm:

	Business Activities
	Amount (£)

	Building delivery network cost  
	150,000

	Website upgrading cost
	50,000

	IT programmer’s salary 
	35,000

	Total expenditure 
	235,000


Table No.3: “Total Expenses”
(Source: Created by learner)

The total amount which the firm has to spend on their own official website to sell their goods or products is £235,000. On the other hand, as per the market research conducted by the firm, the company will sell 100,000 units of their products or goods if they sell through their own official website. It means the company will generate total revenue of £2,000,000 by selling their products through online mode in a single fiscal year (since the selling price of each product is £20). Therefore the firm will generate a net profit of £1,765,000 in a single fiscal year from their trade or commerce operations in the United Kingdom. Huge income margins will provide them a competitive edge over their biggest rivals or challengers in the marketplace which is essential for the longer sustainability of the firm in the UK’s marketplace. Along with this, if the firm sells products through their own official website they have control on the return policy and pricing of the products. As per the demands they can increase or decrease the value of their products which will help the managers to maximise the revenue margins of the organisation.
On the other hand, Amana Limited can use third parties such as Amazon to sell their products or goods all across the United Kingdom and different countries of the European Union. The factors are addressed below which need to be measured or considered for selling the products or goods through the third part such as Amazon:
· For selling their products or goods on Amazon, first of all the Amana Limited have to pay a fulfillment fee to Amazon. The amount which the company has to pay Amazon for selling their products on their websites is £50,000 (Taher, 2021). It is an additional cost which in turn will reduce the income or revenue margin of the organisation which is not good for their future development and expansion.
· Apart from this, on Amazon there is a really tough competition. The firm has to face a cut throat competition on Amazon for selling their products in the marketplaces all across the world. Intense competition can reduce the revenue margins of the firm which is not for the longer sustainability of the firm in the marketplace. 
· The firm will generate a total revenue of £1,300,000 by selling their products or goods on Amazon which is lower than the income margin which they can generate by selling the product on their own official website.
· If the firm sells their goods or products on Amazon then they cannot control the price of the products and they will not make a return policy for the products (Irwin et al., 2019). All these will be fixed and controlled by Amazon. 
Therefore from the above two options, Amana Limited should choose the first option. They should develop and build their own official website and sell their goods or products through it. By selling their products through their own official website, the firm can control the prices and pricing policies of the products which is not possible if they use Amazon.   



[bookmark: _Toc98781593]Conclusion 
In the above report, the concept of management accounting is briefly addressed. Apart from this, a control report of Amana Limited is prepared to understand the efficiency and effectiveness of the trade operations of the firm in the marketplace. At the end, district modes of selling the products are examined to give correct recommendation to the firm through which they can increase the sales of their products and can maximise their income margins. 
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