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[bookmark: _Toc71014024]Introduction
Management accounting is all about development of budgets and identification of costs for the business which helps in organisation to identify the task performances and the generation of goals for the enterprise (Abdusalomova, 2019). These goals help in increasing motivation and provide direction for development of effective strategies to examine the boundaries of performances as well as create relation between goals and performance. Development of cost takes into account identifying the initial cost to the business as well as the overall cost required to run the business effectively. In this assignment, the case study of Amana Ltd will be taken into account which is the tourist business in England and is engaged in the selling of souvenirs to tourists. The performance for the company in the year 2020 will be analysed respectively and the preparation of budgets so that important decisions can be made regarding the company. 
[bookmark: _Toc71014025][bookmark: _Toc71014026]Part A
Monthly Control Report
Monthly control report is a financial statement which provides a performance of the business and is prepared by the internal stakeholders on a monthly basis (Fabiano et al., 2019). It is prepared by the management to develop monthly operational performances and develop informed business decisions. It also takes into account the past performance for the business as well as short and long-term requirements to track the company's resources as well as that spending goals. 
Original Budget
Original budget is prepared to help the company move forward identify a consolidated set of activities showing the profits and losses of the business and developing assumptions of financial performance in the business (Yigitbasioglu, 2017). The monthly original budget is shown below:






	Particulars
	                                                                                Original Budget

	Sales
	2500000

	Variable costs:
	

	Materials
	250000

	Labour
	400000

	Overhead
	150000

	Contribution
	1700000

	Fixed Overheads:
	

	Warehouse Rental
	200000

	Insurance
	100000

	Fulltime Warehouse supervisor salary
	50000

	
	

	Profit
	1350000


Table 1: Original Budget/ (Source: Self developed)
Flexed Budget
A flexible budget is a budget that is prepared to adjust the activity of the organisation and the level of sales in the company (Drury, 2018). This budget is into account the variable cost of the company and that the fixed expenses will not be taken into account such that the potential degrees or decrease in the monetary requirements of the business are to be seen in the perspective of a flexible budget. A flexible budget is prepared to know the adjustments of the profit margins as well as the contributions that are identified in the business in order to maximize revenues and reflect them in the cost sheet (Weigel and Hiebl, 2018). The monthly flexible budget of Amana limited is seen below:
	Flexed Budget

	Particulars
	April
	May
	June
	July
	August
	September
	October
	November
	December
	January
	February
	March
	Total

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Sales
	200250
	780000
	256332
	315522
	562230
	365560
	312250
	566520
	0
	0
	0
	233600
	3592264

	
Variable costs:
	
	
	
	
	
	
	
	
	
	
	
	
	0

	Materials
	12255
	56600
	32000
	33000
	56220
	45221
	68900
	45566
	0
	0
	
	21212
	370974

	Labour
	23000
	11550
	56600
	45000
	13000
	16600
	9966
	4466
	0
	0
	0
	5566
	185748

	Overhead
	2200
	5300
	12000
	12200
	5600
	6633
	6680
	3500
	
	
	
	512232
	566345

	Contribution
	162795
	706550
	155732
	225322
	487410
	297106
	226704
	512988
	0
	0
	0
	-305410
	2469197


Table 2: Flexed budget (Source: Self Developed)
Variance: Identification of variance is an accounting measurement that is used for decision making where the differences between actual cost and the budgeted costs are taken into consideration to find out whether the company has undertaken expenses that are favourable or unfavourable (Aruomoaghe and Agbo, 2013). It develops the trade-off between the risks and incentives and is a performance indicator. 
	Variances (Amount in £)

	Particulars
	Original Budget
	Actual
	Variances
	A/F

	Sales
	2500000
	1600000
	900000
	A

	Variable costs:
	
	
	
	

	Materials
	250000
	280000
	-30000
	A

	Labour
	400000
	440000
	-40000
	A

	Overhead
	150000
	120000
	30000
	F

	Contribution
	1700000
	1160000
	540000
	F

	Fixed Overheads:
	
	
	
	

	Warehouse Rental
	200000
	170000
	30000
	F

	Insurance
	100000
	100000
	0
	N/A

	Fulltime Warehouse supervisor salary
	50000
	35000
	15000
	F

	
	
	
	
	

	Profit
	1350000
	855000
	495000
	F


Table 3: Variances/ (Source: Developed by the learner)
[bookmark: _Toc71014027]Amana’s financial performance
Amana's financial performance has shown a declining trend in 2020 due to the covid-19 pandemic that has hit the tourism industry hard. The conditions in England acquired restricted by the government as international flights are stopped and that the travelling and movement of the people has affected the tourism industry in a negative manner. As a result, Amana Ltd had suffered major revenue loss in the month of April 2020 as the tourist could not travel for the Easter holidays and also for the summer of 2020 which is the time when sales are actually high. However there was a considerable increase in sales from May onwards till in the month of November as identified in the flexible budget. The company had made additional revenue in these months however this was depleted due to no operations in the month of December, January and February as lockdown was imposed in England which stopped the people from visiting the country. The company had no operations in these 3 months as the physical stores of the company were also shut down due to the pandemic. 
In the original budget the company has developed the sales at a higher amount as well as the material and labour charges that will be required to facilitate such sales. However the company could not maintain this budget due to the pandemic and it is seen that the highest sales are not recorded for the business as most of them got depleted due to operations and payment that are to be made to the employees (Pelz, 2019). The flexible budget has provided the actual expenses that are being included by the company and the scope of operations for the business within these months with respect to the current situation. It is also seen the profitability of the company is also less than the original where the company had expected to make a profit of £1350000 but could only make a profit of £855000. 
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It is recommended to the CEO of the company that they should consider the costs of the business for future activities and increase the sales of the company e by increasing its activities on a higher level. These recommendations are provided in detail as follows:
· Identification of the wastages
The financial managers must identify the waste in the cost such as the materials that are not required in the business which have been purchased must be reduced in the next purchase if these are not sold in high quantities (Kamau et al., 2017). Adequate attention must be given towards the cutting down of cost through the identification of wastages in costs and the company can also remove such costs that are not required to be undertaken. 
· Conduct marketing to increase sales
Marketing of the business is an important aspect where the activities of the company are showcased such as to attract a large number of customers towards the business (Rokhman, 2017). Amana Ltd can use the marketing strategy to increase its sales as the tourism industry requires consistent marketing tactics which can be undertaken to increase the number of customers as well as offer seasonal discounts on the services as well as products sold in stores. This is a good means to increase the volume of revenue for the next year and also give focus towards building a strong market presence in the tourism industry of England.
· Focus on the management of cost taking into account the pandemic
The company must focus on the management of its costs by taking into account the mismatch between the original and the flexible budget and removing the variances or as well reducing it 2016 the company can manage its sales as well as the profitability for the next year. The variances identified and which must be taken into consideration is the materials and labour as well as focusing on keeping the sales table for the next year (Saliterer et al., 2018). 
The company must manage its cost appropriately and develop the best plan to increase the revenue by identifying the past performance and developing a plan to combat the contingencies in sales. Creation of reports with respect to the performances and the pandemic as well as conducting external financing will help the business to grow effectively. 
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[bookmark: _Toc71014030]The Decision to go online
The increasing competition in the tourism industry is prevalent and occurs due to the availability of different types of services provided to the customers. The differentiation factor is important in competition where each company must develop a different dimension of service as well as streamlining activities in a way which attracts the most customers (Nikitina et al., 2018). Amana limited is one such organisation which conducts its activities within a tightly-knit competition environment and has now decided to sell some of its souvenirs online to customers in Europe, the UK and the US. The decision to come online is backed by certain factors and reasons as to the increasing competition in the various areas of operation such as the Birmingham City centre the Manchester City and the Brighton, which will be closed down in order to move 50% of the business activities online. The cost consideration must be taken into account when developing the business online whether the company has considered two alternatives in order to sell products online. These are as follows:

	Cost of setting up Online delivery network
	£150000

	Development of the current website
	 £50000

	IT programmer’s Salary
	£35,000 per annum

	Total costs of choosing own website
	£235000

	Units that are guaranteed for sales each year
	100,000


Table 4: Cost structure (Source: Developed by the learner)
After analysing the cost structure for the company, it is seen that the Amana Ltd in order to develop a website for its own selling purpose which requires developing a delivery network for £150000, it also requires developing the cost upgrading the website in order to facilitate its activities for through its own website which incurs a cost of £50000. In order to develop the website, a full time IT programmer must be hired for which the annual expenses would account to £35000, such that they will manage the websites accordingly. As per this cost structure, the company can incur the sales of 100,000 units annually, after conducting marketing research and effective marketing. Thus, the total expenses for the company accounts to £235,000. This is a good form of investment as they can allot the expenses appropriately to conduct its activities on a larger scale. 
The next alternative is considering the option for Amazon where Amana Ltd must sell its souvenirs in Amazon website two strategies partnership with the company as well as developed is of operations through direct sales from Amazon. This requires the company to develop a cost of £50000 to the Amazon Company in order to develop the engagement and facilitate the sales. Amazon is a well-known online retail shopping website. There are chances of increasing the demand for the product as well as increased availability of the product in various areas of operation (Azudin and Mansor, 2018). With respect to sales a guaranteed unit that can be sold through Amazon is 65000 units, and it can be increased as per the demands of the customers and the popularity in the market. In this alternative there are various risks that are identified when the company can experience a lack of control on its own product price and return policies which are to be regulated by Amazon itself. 
This regulation can pose a threat to the company and can lose its control over the product price, leading to lesser profitability for the company. Thus, the scope of operation will be limited to the regulations and terms and conditions of Amazon. Therefore, the company must take a decision between the two alternatives and understand which alternative would be best for the company and invest the amount of money which can be profitable for the business in the long run. 
Among the two alternatives, Amana Ltd can choose the first alternative which is developing its own website and selling fruits on the website as the most prominent advantage to eat is higher sales. The company can sell the units minimum of 100000 and can increase more if the websites are functioning well and provides better accessibility and ease of understanding to the customers. This investment would be most profitable for the company however it requires several costs which must be undertaken but will be profitable to the business as a business will have control over its own operations (Abdusalomova, 2019). 
Choosing Amazon would be cost-effective, but the company would lose its control on the product price as well as return and refunds which could affect the reputation of the company. Also the sales guaranteed is £65000, which means that it is less than what the company can sell on its own website. Even though Amazon can provide more reach to the business, however the terms and conditions could not be feasible to the company. Thus, the company can opt for designing its own website and conducting operations with its own terms and conditions such that the company would not have to bear the loss of losing control over its own business. 
[bookmark: _Toc71014031]Conclusion
Amana Ltd is a famous tourist organisation that is suffering due to pandemic and requires the development of strategic budgets for the next year such that it can have a control over its cost and budget through appropriate management of operations. Also appropriate recommendations are formed for the CEO of Amana Ltd such that the company can rectify from the mistake they have made in the current year and make improvements in the next year such that the business can control its cost effectively. In order to conduct better operations it is important for the company to go online and reduce its stores such that people from different countries can get access to their souvenirs. For that the company can develop its own website as it will be most effective for the company to earn more profits and establish control over competition through its own websites. 
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