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[bookmark: _Toc101652558]Introduction
Management accounting is a process that provides information regarding the finance and operation of the organization to the management of an organization. Using such information, the organization's management makes a practical decision regarding the organization. Budgets, reports, organizational performance reports, and so on things are the information used in the organization to make a decision. Making the short-term decision of an organization is the main object of this information (Endemic et al., 2020). Day-to-day decision-making is the main objective of Management Accounting Information rather than making a long-term decisions. Different factors are included in the Management Accounting Information, such as data on costs, profits, and revenues Etc. that are relevant to deciding on the organization. There are two parts of this report one is about Amana's monthly report control, and another one is a recommendation about where they should set up their online shop.
[bookmark: _Toc101652559]Part-A
[bookmark: _Toc101652560](I) Preparing the monthly control report showing the original budget, flexed budget, and variances:
Monthly Control Report: The monthly control report provides the company's overall performance for any particular month. Different factors include monthly report control such as profits, loss, revenues, expenses, breakdown of sales, Etc. In the monthly report, control included a comparison of budget figures highlighting the difference between actual and expected areas. This report helps management identify the organization's potential problems and the areas for improvement the problems (Cleary et al., 2018). There are different ways monthly report control can be used such as to identify the progress of specified purpose, assist management to make effective decisions for the organization, help management to identify the trend, also it can be used to forecast the future performance of the organization.
This is the responsibility of the financial officer to control the monthly report and review the report with other members of the top-level management and distribute it throughout the organization. An extensive database is crucial because it helps employees add reports easily by using the employee intranet. Where an employee can easily access by using any computer with internet and download a copy for future use. The monthly report presents important carryout from the entire document, accompanied by an executive summary in many cases (Charifzadeh et al., 2017). As a result, a company can get necessary information quickly without reading full documents in detail. 
Flexible Budget: Flexible budgeting is the other primary style of budgeting. Adjusting revenue and expenditure amounts if actual results are better or worse than planned is a crucial feature of flexible budgeting (Bragg, 2017). Such as, if an organisation has failed to achieve its projected revenue in a given month, it can still stay within its budget since it has a flexible budget. When a company's earnings soar for one month, the excess cash might be used to grow the company. Flexible budgeting has two key advantages: It enables companies to react more rapidly to variations of costs and revenues, as well as check their actual results against their planned outcome. (Drury, 2018). By tracking true results, companies can target sections in which they have been over performed and underperformed. This planning for a firm considers both the positive and negative changes in revenue and expense that occur over the year.
Monthly Control Report
Original Budget
	Particular
	Actual (£)
	Original (£)
	Variance
	Favourable/Unfavourable Variance 

	Unit
	80,000.00
	80,000.00
	
	

	Sales Actual: (80,000 x 20) Original: (80,000 x 25)
	16,00,000.0
	20,00,000.0
	4,00,000.00
	Unfavourable Variance

	Less: Costs
	
	
	
	

	Variable Costs: Materials Labour
	
280,00,00.00
440,40,00.00
120,00,00.00
	
200,000.00 320,000.00 120,000.00
	
80,000.00 120,000.00
0
	
Unfavourable Variance Unfavourable Variance Nil

	Overhead
	
	
	
	

	Contribution (Sales – Variable Costs)
	760,000.00
	13,60,000.00
	600,000.00
	Unfavourable Variance

	Fixed Overheads: Warehouse Rental Insurance Fulltime Warehouse Supervisor Salary
	

170,000.00
100,000.00



35,000.00
	

13,60,000.0
100,000.00



50,000.00
	

30,000.00
0



5000.00
	

Favourable variance
Nil



Favourable Variance

	Profit
	455,00010.00
	10,10,000.00
	555,000.00
	Unfavourable


[bookmark: _Toc101652567]Table 1: Original Budget
Source: (Self-Made)
Monthly Control Report
Flexed Budget
	Particulars
	Actual (£)
	Original (£)
	Variance
	Favourable/Unfavourable Variance

	Units
	80,000.00
	100,000.00
	20,000.00
	Unfavourable

	Sales 
Actual: (80,000 x 25) Original: (100,000 x 25)
	20,00,000.0
	25,00,000.0
	500,000.00
	Unfavourable

	Less: Costs
	
	
	
	

	Variable Costs:
Material 
Labour
Overhead
	
200,000.00
320,000.00
120,000.00
	
250,000.00
400,000.00
150,000.00
	
50,000.00
80,000.00
30,000.00
	
Favourable Variance
Favourable Variance
Favourable Variance

	Contribution (Sales-Variable cost)
	13,60,000.00
	17,00,000.00
	340,000.00
	Unfavourable Variance

	Fixed Cost overhead: 
Warehouse
Rental
Insurance
Fulltime
Supervisor
Salary
	

200,000.00
100,000.00


50,000.00
	

200,000.00
100,000.00


50,000.00
	

0
0


0
	

Nil
Nil


Nil

	Profit
	10,10,000.00
	13,50,000.00
	340,000.00
	Unfavourable Variance


[bookmark: _Toc101652568]Table 2: Flexed Budget
Source: (Self-Made)
[bookmark: _Toc101652561](ii) Preparing Amana’s performance report during the year 2020 by using the (I) cost report.
Because of Covid-19 restrictions on movement and travel, people cannot quickly move outside of the home. As a result, the sale of Amana has declined. The expected sales of Amana were £100,000, but because of Covid-19 restrictions, the sales have fallen short at £80,000. The unit sales price has also decreased by 20%, falling from 25 to 20 per unit; because of the falling unit price, they still deal with this price increase due to material and labour costs. In comparison to earlier year, overhead costs have now been depleted by around 10%.  Because of decreased this, they have faced a loss of £760,000. Only the company's insurance has increased from £100,000 to £170,000 due to the company's stable warehouse rental costs. The salary of a full-time warehouse supervisor has also decreased by 20%. As a result, the salary dropped from fifty thousand pounds to thirty-five thousand pounds per annum. The company's original budget was less accurate than its flexed budget because of selling their souvenir at a low price to maintain the same number of units sold. Their actual result shows the lousy performance of Amana during the ear.
The cost of Amana is run out of control, but the per-unit selling price is being improved. On the other hand, the fixed costs of Amana are under control, but the profitability is not satisfactory. Amana Ltd also modifying their product prices, sales, and outcomes in the coming period even when they were somewhat prosperous the earlier year but are unable to do the same in present year. Additionally, Amana Ltd. could also put more emphasis on customer's wants and requirements as well as the growth of the industry.  Amana Ltd should seek alternative ways to obtain the ingredients and materials to reduce their product's price per unit cost. If Amana Ltd. wants consumers to continue purchasing their souvenirs, it may be necessary to lower the prices of all of their products, including their souvenirs (Mannie et al., 2018). Amana's expected per-unit price was 25 pounds, but now they sell their souvenir at 20 pounds per unit. As a result, they have faced a total loss of 760,000 pounds. Material and labour prices increased, as did overhead expenses, resulting in this loss. To overcome such shortfalls, Amana Ltd has to place more emphasis on creating demand for their products rather than investing in new areas such as transportation. They must reduce their unit prices and seek alternative suppliers of components and resources. If Amana Ltd wants to keep selling souvenirs, it may need to cut expenses across the board, exploring expanding into other sectors to generate additional money. The Covid-19 infection has negatively affected tourist, specifically Amana Ltd, however the organisation can revive if the appropriate improvements are implemented (Gee et al., 2019).
[bookmark: _Toc101652562](iii) Provide recommendations to Amana’s CEO on areas of improvement
The CEO of Amana was required to follow some concrete action to recover from their tough time and gain their business again their strong position. To gain its strengths position Amana's required to focus on increasing its revenues by selling more product units. There are different ways by following which Amana can increase its revenue:
 1. Amana Ltd can increase their revenues by increasing the per unit selling price from £25 to £30 and keeping constant the variable cost as per previous. If Amana Ltd increases its per-unit price by £5 and keeps variable costs constant, the contribution to revenues will be £2 per unit, and the total revenue will increase by about £40,000. This is not an ideal option to apply because the volume of sales will significantly affect this option, which is not recommended (Watts et al., 2014).
2. Amana Ltd can increase their selling price per unit from £25 to £30, and at the same time, they can decrease their variable cost from £20 to £12 to boost their revenues. If they follow this option, the contribution to revenues will increase by about £8, and total revenue will increase by £80,000. This option is recommended because this option will help to reduce loss and increase contribution. 
3. To enhance sales and possibly bring in new customers who were previously deterred from making purchases because of expensive pricing, a discount (£25-£5) can be an excellent marketing strategy for Amana Ltd. This option is not recommended for Amana Ltd because after ending the period, a large unsold inventory of souvenirs might lead them to a considerable loss (Bragg, 2017). 
4. Amana Ltd can choose online to sell their souvenir to customers who could not physically visit their store (Rashid et a, 2020). This will help Amana Ltd boost its revenue by about £100,000 and reduce its fixed overheads. This option is highly recommended for Amana Ltd.
Amana Ltd can reduce its variable cost by following various ways. These are described below:
1. To improve revenue contribution Amana Ltd can decrease variable costs from £2.50 to £2.00 and keep other factors unchanged. If Amana Ltd applies this method, its total revenue contribution will increase by about £20,000. On the other hand, because of decreasing the variable cost, the product will result in poor quality, that is why this option is not recommended to them.
2. Amana Ltd can reduce their full-time warehouse staff from 4 to 3, which will help to decrease the variable cost of about £120,000 per annum. This option is highly recommended for Amana Ltd because this option will help to reduce costs and increase revenue contribution (Cescon et al., 2019).
3. Amana Ltd can reduce the overhead cost from £1.5 to £1, which will help them to decrease about £30,000 annually. This suggestion is not always realistically possible when some of the overhead expenses are actually needed to produce a product. As a result, this alternative is not advised.
In this type of scenario, the owner of Amana Ltd need to concentrate on increased profitability by diminishing expenditures. The advice given above may facilitate the company in strengthening their financial status. 

[bookmark: _Toc101652563]Part-B
[bookmark: _Toc101652564]Report to Mr. Amana
Mr. Amana hopes to move 50 percent of sales from offline business to online business. This is an excellent idea for Amana Ltd. Only a tiny segment of the population could be served by his company's branches in Brighton, Birmingham, and Manchester. Amana Souvenirs could benefit from a more extensive consumer base due to the presence of these stores, but the chances of attracting new customers are slim, and the costs connected with physical marketplaces are enormous. By selling half of its projected sales online, Amana Ltd can increase its customer base and market in the UK, Europe, and the USA.
Meanwhile, it can plan to restructure and refurbish its remaining offline locations to serve domestic customers and brand devotees alike better. Mr. Amana is first required to decide how they will sell their product online. They have several options. One is selling on Amazon, and another is setting up an online shop to sell their product (Wang et al., 2019). Before deciding which one will select, it is required to consider the cost factor of both of them. 
Setting up their online store: Mr. Amana has set their consideration about setting up their online shop. The start-up costs about £10,000 to set up its online shop, and at the same time, it will require about £100 per month as a maintenance cost of their online shop. To maintain the online shop, Mr. Amana must hire a full-time programmer who will require a salary of about £35,000 per year. Adding a new employee would increase the workload on the company, which would require regular supervision and direction (Ameen et al., 2018). Mr. Amana is also required to consider the cost of delivery selling online. For initiating a distribution system for a buyers in the United Kingdom, Europe, or the United States, will require about £150,000 per annum. By adding all required costs, Mr. Amana required £295,000 to set up and finish all necessary tasks regarding selling online products. 
In terms of selling on Amazon: Mr. Amana will require to provide fees to Amazon of about £50,000 to conduct their business by using their platform. Because of the heavy competition among Amazon merchants, it is predicted that Amana will only sell 65,000 units on the platform (Cession et al., 2019). However, this amount could rise as market demand heavily influences it. 
To start a business using Amazon, Mr. Amana must spend about £50,000. On the other hand, if they set up an online shop, they will require £100,000. If Amana chooses Amazon to sell its product, its start-up cost will decrease by about £50,000. Their return on investment and profit on revenue will be relatively low if they set up their online shop rather than selling through Amazon (Rashid et a, 2020). To put it another way, if the company decides to set up an online store, it could potentially experience a rise in sales and more significant profits. Therefore, before deciding where to sell the product, Mr. Amana must consider all factors regarding both options. By measuring the advantages and disadvantages of selling on Amazon and setting up an online shop, Mr. Amana should make the best decision for the company. 
For the first experience, Mr. Amana should consider starting by using Amazon for a minimum of 1 or 2 years. Mr. Amana will get real-time feedback on the amount of product acceptance in the specified countries through this seller space and will be able to design marketing campaigns to boost customer recognition and loyalty in the long run. Mr. Amana can develop its online shop to sell products after increasing its brand awareness among its target consumers by selling the souvenir on Amazon (Mannie et al., 2018).
[bookmark: _Toc101652565]Conclusion
This report has discussed the critical aspects of management accounting to conduct any business. Management accounting helps a business track financial performance and make an effective decisions for the improvement of the business. Management accountants' job is to collect financial data, analyze it, and offer advice to corporate owners and managers (Endemic et al., 2020).
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