[image: Discover University of Wales Trinity Saint David]

	Programme:
	BA Business Management

	Module:
	Management Accounting

	Module code:
	LCBB5002
	Contribution to Overall Module Assessment (%):
	70%

	Lecturer:
	Winifred Soribe
	Internal Verifier:
	Widin Sha'ven

	Assignment Title:
	Assignment 2 Report
	Word count (or equivalent):
	2500



Student name : Nina Angelova 
student ID: 2023254

Table of Contents
Introduction	2
Part A	3
Part B	7
Conclusion	9
Reference List	10



[bookmark: _gjdgxs]Introduction
Management accounting is a type of accounting that an organisation undertakes to manage internal costs. It is a very broad discipline and highly relatable to the major concepts of financial accounting.  The major concepts of management accounting help a business corporation to bring cost efficiency to their operations. In general, it can be said that a business corporation will be able to save costs on operations if it is properly able to bring in the cost accounting aspects (O’Hara and Low, 2020). One of the major reasons why a business organisation will not be able to control the costs property is that management’s accounting does not guarantee the reduction of cost, all it shows is the analysis of the organisation’s major spending. The variance analysis is capable of showing how the corporation is deviating from its actual budget. In addition to this, it can be said that a corporation needs to use the major aspects of the control report to increase its operational efficiencies. 
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Control Report 
A control report is made by a business organisation alongside its budget and it can be said that it is used for purposes such as controlling the costs from the next financial session. The control reports can be specifically used to evaluate the results of the business corporation. It has been seen many times that a particular business corporation might be spending way too much on a particular expense for unnecessary reasons. The cost report will help the company to analyse how the corporation will be able to understand how they are lacking behind in the competition. There are different types of the budget that the organisation can choose from such as standard and flexible budgeting (Pebrianti and Aziza, 2019). The choice of budgeting is dependent on the requirements of the organisation. It can be said that the organisation needs to ensure that it is choosing the most suitable form of budgeting for itself. 
A flexible budget report is a type of budget report which compares the actual expenses with the budgeted expenses of the organisation. It allows the managers to analyse the budget and analyse its efficiency properly. There are ways in which the corporation will be able to understand how the expenses of the company are diverted to. In essence, it can be said that a corporation will be able to ensure that there are different ways in which it will be able to control the unwanted spending of the corporation. A flexible budget (Rudy, 2022) comes with a plethora of advantages, some of which are :
· Provides innovative ideas regarding the spending habits of the organisation.
· It lets the business corporation control the costs that are required for better efficiency at organisational levels.
· In addition, this flexible budget will allow the corporation to ensure that they are being able to enhance the operational capabilities of the organisation.
· It accounts for unseen expenses as well. The flexible budget will let the consumer know how well the corporation is maintaining the quality of services provided by the company.
The flexible budget comes with an extremely handy feature known as the Variance. It shows the number of fluctuations in the actual spending and the budgeted amounts. The variance will let the managers know the major facts that caused such fluctuations in the budget and how can be controlled diligently (Oyadomari et al., 2018). The control reports will show how the organisation has fared in its spending ways but a lot depends on the manager regarding how the control report results will be reciprocated. However, it is noteworthy that a flexible budget may not always be accurate due to volatile factors such as inflation and market crashes. Therefore, a flexible budget can be used to analyse with the help of clear assumptions only. 
A control report for Amana Ltd has been provided below:
Control Report

	Items 
	Cost per unit
	Original 
Budged (£)
	Flexible
Budged (£) 
(Should be)
	Actual
Budged (£)
	Variance
F/UF

	Units
	
	100,000
	80,000
	80,000
	

	Selling price
	25
	
	25
	20
	5 UF

	Revenue
	
	2,500,000
	2,000,000
	1,600,000
	(400,000)
UF

	Variable costs:
	
	
	
	
	

	Material 
	2,5
	250,000
	200,000
	280,000
	(80,000)UF

	Labour
	4
	400,000
	320,000
	440,000
	(120,000)UF

	Overhead
	1,5
	150,000
	120,000
	120,000
	0

	Contribution
	17
	1,700,000
	1,360,000
	760,000
	(600,000) UF

	Fixed overhead:
	
	
	
	
	

	Warehouse
rental
	
	200,000
	200,000
	170,000
	30,000 F

	Insurance
	
	100,000
	100,000
	100,000
	0

	Fulltime
Supervisor salary
	
	50,000
	50,000
	35,000
	15,000F

	Profit
	
	1,350,000
	1,010,000
	455,000
	555,000 UF








Report on Amana Ltd performance during the year 2020
The control report shows how well Amana LTD fared in its budget-making and costing processes. It can be easily said that a business organisation can check where they have gone wrong with their forecasting. It is required to be checked that the budgetary progression of an organisation completely depends on forecasting. One of the major ways in which the corporation will be able to take benefit from this form of budgeting is how the costs of the corporation can be controlled efficiently (Bhimani et al., 2018). At the first glance, it can be seen that the organisation is majorly required to fix its selling price. Improving the selling price will increase the revenue of the company and will facilitate the extra amount of expenses being incurred by the company.
The material costs of the corporation are not up to the mark as well. It shows an unfavourable stance and this needs to be controlled efficiently. One efficient way of controlling the material cost is that the corporation will be required to purchase from a supplier who sells them at a lower cost (Sheng, 2019). Now it is important to note here that the business corporation in no way shall compromise the quality of the product or service for reducing costs. It has a very negative impact on the goodwill and the brand awareness of the company. On the very first note, it can be said that the control report has shown that the unfavourable factors will be required to be controlled efficiently. The overhead expenses of the organisation however show a very positive aspect as it shows a favourable indication in the control report.
Labour charges are one of the most important forms of variable costs that a business organisation incurs (Thakur, n.d.). The control report shows that these costs are being properly controlled for the operational efficiency of the organisation. It gives the labour costs of the organisation an unfavourable rating. The labour costs can be reduced with the help of using advanced technology for production and ensuring that the fixed costs are being efficiently maintained within the purview of organisational efficiency.
The contribution costs of the organisation however show a very positive aspect. The control report of the corporation shows that the contribution costs are favourable. Another interesting aspect that can be noted from the control report is that the corporation will be required to ensure that there are different ways in which it maintains a balance between its fixed and variable costs. The control report shows that the fixed costs of the organisation are being properly maintained. It is in a better condition than the variable costs of the business organisation.  This shows that the fixed overheads of the corporation are consistent and do not create any form of financial pressure on the company. It can be easily said that a business corporation is required to ensure that the variable costs are also being taken care of efficiently.
Another important aspect that can be easily seen is that a corporation has been able to maintain a consistent selling price. However, the business corporation can’t earn profits at such a selling price. There are two things that the corporation can do. The first thing is that it can reduce the expenses it spends on variable costs. Secondly, if the corporation is not able to reduce the costs, then it will be required to increase the selling price. This will cover the extra expenses that the organisation is incurring due to the increasing amount of inflation.     


maintain a well-researched selling price.
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Report analysis of Mr Amana’s decision to go online with their own online shop or sell through Amazon
Sales can be considered the major aspect of success for any form of a business corporation. It shows the success of the organisation directly in the quantitative form. One of the main aspects that are required to be noted here is in fact that the corporation will need to find different ways in which it will be able to increase its number of sales. In the modern business setups business organisations have been able to advertise more in the digital setups. The online sales portals have opened up different avenues for business organisations to function more efficiently. One very important aspect to note here is that the corporation will be required to ensure that it can increase the number of sales on both offline and online modes. 
Amana Ltd has decided to shut down certain physical stores and move 50% of its business to the online way. Another very important aspect to note here is that the corporation will be required to ensure that they are properly analysing the online sales portal for the organisation.  In the case of the online setup, the corporation will have two choices as per the case study provided – opening up its store which promises minimum sales of 100,000 units with a high set-up cost of £2,00,000.  This also includes a recurring cost of £35,000. It is important to note that the recurring cost means that it has to be paid regularly. The second option which is available to the organisation is that it sells through Amazon which promises the sale of 65,000 units and there is a recurring cost of £50,000.


	
	Own Online shop
	      Selling through Amazon

	Units 
	100000 
	65000

	Selling Price
	£  20.00 
	£ 20

	Total Sales
	£  2,000,000.0 0 
	£1,300,000.00

	Variable Costs :
	
	

	Material
	£  140,000.00 
	£  140,000.00 

	Labour
	£  220,000.00 
	£  220,000.00 

	Overhead
	£  60,000.00 
	£  60,000.00 

	Cost of Setting
	£  150,000.00 
	£  50,000.00 
(Amazon Fulfilment Fees)

	Cost of Upgrading 
	    £ 50,000.00
	

	Salary to IT Programmer
	    £ 35,000.00
	

	Total Variable Cost
	    £ 655,000.00
	   £ 470,000.00

	Contribution
Contribution = total sales less total variable costs. 
	    £ 1,345,000.00
	   £ 830,000.00

	Fixed Overhead 
	
	

	Warehouse Rental
	    £ 170,000.000
	    £ 170,000.00

	Insurance
	  £ 100,000.00
	    £ 100,000.00

	Full Time Warehouse  Superior Salary
	  £ 35,000.00
	    £ 35,000.00

	Total Fixed Cost
	  £305,000.00
	    £ 305,000.00

	Profit
	    £ 1,040,000.00
	    £ 525,000.00



In the above calculation, the revenue and the expenses of both the online options sales  have been explained. Digital sales are not very easy to take into account. It can be said that a business corporation will be required to ensure that they can market their products efficiently to the consumers. Thus, the business corporation must be able to market the goods easily in the market. In addition to this, it can be said that at first, it is difficult to get a proper sales lead. One of the major advantages of selling through different channels is that it will ensure that the organisation can increase its revenue. There are different ways in which the corporation will be required to promote the products they intend to sell. Now starting a completely new portal with such high costs might not be sufficient for the organisation. It can be said that a business corporation will be required to ensure that they are choosing the right portal to increase their sales and leads.

	                         Selling on own Online shop vs. Selling on Amazon

	

	                  Own Online Shop 
	                   Trough Amazon

	                             Props 
	                            Props

	Complete control of brand image 
	Lots of traffic potential 

	Control over customization
	Little tech knowledge is needed

	                             Cons 
	                            Cons

	Proactive marketing is needed 
	Commission fee charged 

	More technical involvement 
	Little or no branding control



It is recommended that the organisation chooses to sell from Amazon for the first few terms as it will allow the corporation to ensure that the product is well marketed. In addition to this, it can be said that the corporation will benefit more if it sells from a safer mode. It has been seen that a business corporation will be required to choose the best portal to sell its product to. Thus, it can be said that choosing to sell from the best available portal will let the organisation earn more revenue and increase its brand awareness.
It has been recommended to Amana Ltd that it starts selling on the official site of Amazon. It will allow the organisation to ensure that it has a profitable venture with safety at the start. In many ways, it can be said that the corporation may not be able to benefit from selling the products in its channel. A question can arise that selling through Amazon will not allow the organisation to sell as much as its online portal. Thus, it can be said that the corporation needs to select wisely (Warokka et al., 2020). In the case of its portal, the costs that will be incurred will be immensely high and therefore it can be said that the corporation will be able to ensure that they are able to sell more of the product. Thus, it will be safer for the organisation to sell from the Amazon website. It will provide proper marketing to the organisation as well (Berry, 2020). In addition to this, it can be said that there are different ways in which the corporation will be able to choose the platform to sell. 



[bookmark: _3znysh7]Conclusion
At the end of the analysis, it can be said that the business organisation needs to control it cost-efficiently and ensure that they can do it efficiently. The variance analysis allows the corporation to ensure that it can understand the deviation of the expected budget and the cost being incurred. Thus, it can be said that the corporation will be required to control the costs efficiently. In addition to this, it can be said that a business corporation will be required to ensure that they are controlling the material costs efficiently but not hampering the quality of the product. The labour costs of the organisation will be able to decrease with the help of applying a better technological perspective in the production process. In addition to this, it can be said that a production function needs to be properly maintained to ensure operational efficiency.
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