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Executive Summary 
Management accounting is a branch of accounting that facilitates development of management reports and statements it is helpful for determining business performance. The study sheds light on performance analysis of Amana Ltd. Amana Ltd is family-owned tourist business which sells souvenirs to tourists. The study includes development of monthly control report and performance analysis report. Recommendations had been provided to CEO of Amana Ltd after analysing original budget, flexed budget and variance on performance of 2020. Whether the company should set up their own online shop or sell on Amazon has been discussed in the study.  
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[bookmark: _Toc67329024]Introduction
Management accounting is accounting for managers that facilitate business decision making. It aids in performance control and management analysis function of business. The study includes performance analysis of Amana Ltd. Amana Ltd is tourist business of UK which sells souvenirs to tourists. The study includes monthly control report, report on Amana’s performance and recommendations to Amana Ltd on areas of improvement. Amana Ltd.’s decision to operate online and advice for setting up a store on an online platform has been discussed in the study. Further, a conclusion has been drawn on the overall study.      
[bookmark: _Toc67329025]Part A
[bookmark: _Toc67329026](i) Monthly control report 
Monthly control report is prepared in business for determining financial position in accounting year. Such report includes analysis of variance in original and actual budget of business (Bentley-Goode et al. 2017). Monthly control report of Amana Ltd has been prepared for 2020. The company was operating successfully in tourism industry of UK for 40 years. But, Covid-19 had adversely hit revenue of Amana Ltd. Thus, monthly control report has been prepared for understanding performance of Amana Ltd.     
Original Budget
Original budget is forwards-looking detailed consolidated financial plan of company (Faccia and Mosteanu, 2019). Original budget is important for Amana Ltd as it helps in controlling excess spending of management.      
	Original Budget (for 2020); Amana Ltd 

	Details 
	Jan(£)
	Feb(£)
	Mar(£)
	Apr(£)
	May(£)
	Jun(£)
	Jul(£)
	Aug(£)
	Sep(£)
	Oct(£)
	Nov(£)
	Dec(£)
	Total(£)

	Turnover
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Sales revenue (units x sale price) (100,000x£25)
	208333
	208333
	208333
	208333
	208333
	208333
	208333
	208333
	208333
	208333
	208333
	208333
	2500000

	Variable costs
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Materials(£2.50)
	20833
	20833
	20833
	20833
	20833
	20833
	20833
	20833
	20833
	20833
	20833
	20833
	250000

	Labour(£4)
	33332
	33332
	33332
	33332
	33332
	33332
	33332
	33332
	33332
	33332
	33332
	33332
	400000

	Overhead(£1.50)
	12500
	12500
	12500
	12500
	12500
	12500
	12500
	12500
	12500
	12500
	12500
	12500
	150000

	Variable costs (Total)
	66664
	66664
	66664
	66664
	66664
	66664
	66664
	66664
	66664
	66664
	66664
	66664
	800000

	Contribution(£17)
	141661
	141661
	141661
	141661
	141661
	141661
	141661
	141661
	141661
	141661
	141661
	141661
	1700000

	Fixed overheads
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Warehouse rental
	16667
	16667
	16667
	16667
	16667
	16667
	16667
	16667
	16667
	16667
	16667
	16667
	200,000

	Insurance 
	8333
	8333
	8333
	8333
	8333
	8333
	8333
	8333
	8333
	8333
	8333
	8333
	100,000

	Fulltime warehouse supervisor salary 
	4167
	4167
	4167
	4167
	4167
	4167
	4167
	4167
	4167
	4167
	4167
	4167
	50,000

	Fixed overheads (Total)
	29167
	29167
	29167
	29167
	29167
	29167
	29167
	29167
	29167
	29167
	29167
	29167
	350000

	Profit
	112494
	112494
	112494
	112494
	112494
	112494
	112494
	112494
	112494
	112494
	112494
	112494
	1350000


Original budget of Amana Ltd shows £2500000 revenue from sales. The company has £1700000 contribution from operation and £1350000 profit from operations. The company has £1150000 operating cost as per original budget of Amana Ltd.  
Flexed Budget
As per Rikhardsson and Yigitbasioglu (2018), flexed budget includes revenue, cost and profit that help in understanding actual business performance. Flexed budget of Amana Ltd has been prepared for understanding its actual performance in 2020.    
	Flexed Budget (for 2020); Amana Ltd 

	Details 
	Jan(£)
	Feb(£)
	Mar(£)
	Apr(£)
	May(£)
	Jun(£)
	Jul(£)
	Aug(£)
	Sep(£)
	Oct(£)
	Nov(£)
	Dec(£)
	Total(£)

	Turnover
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Sales revenue (units x sale price) (80,000x£20)
	11112
	11112
	11112
	11112
	11112
	11112
	11112
	11112
	11112
	11112
	11112
	11112
	1600000

	Variable costs
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Materials 
	23333
	23333
	23333
	23333
	23333
	23333
	23333
	23333
	23333
	23333
	23333
	23333
	280000

	Labour 
	36667
	36667
	36667
	36667
	36667
	36667
	36667
	36667
	36667
	36667
	36667
	36667
	440000

	Overhead 
	10000
	10000
	10000
	10000
	10000
	10000
	10000
	10000
	10000
	10000
	10000
	10000
	120000

	Variable costs (Total)
	70000
	70000
	70000
	70000
	70000
	70000
	70000
	70000
	70000
	70000
	70000
	70000
	840000

	Contribution 
	-58888
	-58888
	-58888
	-58888
	-58888
	-58888
	-58888
	-58888
	-58888
	-58888
	-58888
	-58888
	760000

	Fixed overheads
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Warehouse rental
	14167
	14167
	14167
	14167
	14167
	14167
	14167
	14167
	14167
	14167
	14167
	14167
	170,000

	Insurance 
	8333
	8333
	8333
	8333
	8333
	8333
	8333
	8333
	8333
	8333
	8333
	8333
	100,000

	Fulltime warehouse supervisor salary 
	2917
	2917
	2917
	2917
	2917
	2917
	2917
	2917
	2917
	2917
	2917
	2917
	35,000

	Fixed overheads (Total)
	25417
	25417
	25417
	25417
	25417
	25417
	25417
	25417
	25417
	25417
	25417
	25417
	305000

	Profit
	-84305
	-84305
	-84305
	-84305
	-84305
	-84305
	-84305
	-84305
	-84305
	-84305
	-84305
	-84305
	455000


Flexed budget of Amana Ltd shows £1600000 revenue from sales. The company has £760000 contribution from operation and £455000 profit from operations. The company has £1145000 operating cost as per flexed budget of Amana Ltd.  
Variances 	
Variance analysis is process of determining difference in estimated and actual performance of venture. Comparing the original budget with flexed budget, variance in performance of Amana Ltd has been analysed. It has helped in analysing performance of 2020 in tourism industry of UK.     
	Variance (for 2020); Amana Ltd 

	Details
	Original Budget Total(£)
	Flexed Budget Total(£)
	Variance(£)
	Favourable(F)/
Unfavourable(U)

	Turnover
	 
	 
	 
	 

	Sales revenue (units x sale price) (80,000x£20)
	2500000
	1600000
	-900000
	U

	Variable costs
	 
	 
	 
	 

	Materials 
	250000
	280000
	30000
	U

	Labour 
	400000
	440000
	40000
	U

	Overhead 
	150000
	120000
	-30000
	F

	Variable costs (Total)
	800000
	840000
	40000
	U

	Contribution 
	1700000
	760000
	-940000
	U

	Fixed overheads
	 
	 
	 
	 

	Warehouse rental
	200,000
	170,000
	-30000
	F

	Insurance 
	100,000
	100,000
	 
	 

	Fulltime warehouse supervisor salary 
	50,000
	35,000
	-15000
	F

	Fixed overheads (Total)
	350000
	305000
	-45000
	F

	Profit
	1350000
	455000
	-895000
	U


Variance analysis of Amana Ltd shows unfavourable variance in revenue and profit. An unfavourable variance has been found in material and labour cost. Amana Ltd has incurred lower overhead than estimated which shows favourable figure. Besides, the company has incurred lower fixed overhead in 2020 as compare to estimations.   
[bookmark: _Toc67329027](ii) Report on Amana’s performance on 2020
Performance report addresses outcome of an activity within organisation. Performance report mainly compares actual outcome with budgeted standard as well as variance in performance (Turner et al. 2017). Performance report of Amana Ltd has been prepared for the CEO. CEO of Amana Ltd would consider performance report for taking action against unfavourable variance.  
Sales: Sale is important for operating feasibly in industry (Bhimani, 2020). Original budget of Amana Ltd shows £2500000 and flexed budget shows £1600000 sales for 2020. So, actual sale of Amana Ltd is £900000 lower sales in 2020. It shows unfavourable sales figure in 2020. Reduction in performance of Amana Ltd has been taken place due to Covid-19 pandemic.    
Variable expenses: Total variable expenses of Amana Ltd as per original budget are £800000 and £840000 as per flexed budget. It includes material, labour and overhead cost of an organisation (Pavlatos and Kostakis, 2018). An unfavourable variance has been found in variable expenses. Management of Amana Ltd has incurred £40000 extra expenses in 2020. However, overhead expenses have been declined by £30000 in 2020 which is good for profitability and liquidity position of Amana Ltd.     
Contribution: Contribution is revenue which is left in business after paying all direct expenses (Pervan and Dropulić, I2019). In case of Amana Ltd, variable expenses are direct expenses which have been deducted from sales for obtaining contribution. Contribution of Amana Ltd as per original budget is £1700000 and as per flexed budget is £760000. It indicates reduction in contribution by £940000. Such reduction in contribution has been taken place due to increment in total variable expenses during pandemic. Suitable measures are requiring to be taken by CEO of Amana Ltd in order to improve performance.       
Fixed expenses: Fixed expenses of Amana Ltd includes rent of warehouse, fulltime warehouse supervisor salary and insurance. Both the fixed expenses of venture show favourable variance it means company has incurred less cost than estimations. Presence of lower fixed expenses has helped the company in declining annual spending (Ax and Greve, 2017). In case of warehouse rental a favourable variance of £30000 and consistency in amount of insurance has been found. A favourable variance of £15000 has been taken place in case of fulltime warehouse supervisor salary.         
Profit: Profit is financial gain which is earned after deducting all operating expenses of business (Yerpude and Singhal, 2018). In Amana Ltd, unfavourable performance of venture has been found as actual profit is £895000 lower than estimated profit. Estimated profit of Amana Ltd as per original budget is £1350000 and £455000 as per flexed budget. Suitable measures are requiring to be taken by CEO of Amana Ltd in order to improve profitability.        
[bookmark: _Toc67329028](iii) Recommendations to Amana’s CEO on areas of improvement
Amana Ltd has been operated feasibly in tourism industry of UK. The company sells souvenirs to tourists across the England. Occurrence of Covid-19 pandemic has adversely impacted on revenue position of Amana Ltd. According to performance control report, unfavourable variance has been found in revenue, variable expenses and profit of Amana Ltd. Recommendations to CEO has been provided as under for improving business performance:
· Amana Ltd must try to improve its revenue by employing strategy for boosting sales. As the company sells souvenirs to tourists, use of discounts, advertisement, marketing and sales promotion must be made for enhancing sales.
· Amana Ltd must try to decline its direct expenses such as material, overhead and labour cost for improving the profitability. However, CEO of Amana Ltd is requiring ensuring equality of products and services provided to customers.
· In management of Amana Ltd, consistency in fixed cost must be ensured for maintaining sound cost structure. Reduction in fixed cost may adversely impact on operations of Amana Ltd and higher direct cost may decline business profitability. But, presence of consistency in fixed cost tends to create favourable business performance. 
· Amana Ltd must try to cut short and long term debt taking for improving liquidity position of business. Besides, use of strong financial planning and strategic decision making would help in improving business performance. 
[bookmark: _Toc67329029]Part B
[bookmark: _Toc67329030](i)  Analysis of Mr Amana’s decision to go online
Amana Ltd was operating profitably in tourism sector of UK but reduction in performance has been taken place due to pandemic. MR Amana the CEO of Amana Ltd has noticed that operating online would help in operating directly in market of UK, US and Europe. The company aims to streamline 50% of business activity online by closing operations in Manchester, Brighton and Birmingham city centre branches. However, decision of operating in online platform would be feasible for Amana Ltd. Operating in online platform would help Mr Amana in serving higher customer base. Operating from the central branch, Mr Amana can conduct sales to customers of UK, US and Europe. Operating at online platform helps an organisation in increasing customer base and market share (Keiningham et al. 2020). Factors like cost of setting up delivery networks, cost of upgrading website, IT programmer salary would increase expenses of Amana Ltd. However, operating through Amazon platform would require payment of Amazon fulfilment fees, high level of competition with other companies and there will be no control over pricing & return policy. Operating with Amazon would slightly increase operating expenses of Amana Ltd. Both the options are feasible for Amana Ltd in order to enhance business profitability. In case of own online store, it may take some time for establishing the business online. 
The company might earn less profit or incurred loss but the platform would provide guaranteed sale of 100000 units annually. Mr Amana‘s decision to operate online by moving 50% of its operation is feasible. It would help the company in operating sustainably with higher customer base. Many competitor of Amana Ltd has operating at online platform which may reduce growth of Amana Ltd. According to Ramanathan et al. (2017), providing better offerings to customers than competitors gives competitive to company in market. In pandemic situation, operating at online platform would help Amana Ltd in operating safely with significant profit. However, operating at Amazon platform requires paying fulfilment costs. It does not include additional cost of IT programmers, updating website for handling large volume sales and cost of setting delivery networks. So, this platform may provide reasonable profit from the starting of operation. But, it includes threat of tough competition. Competition threat also lies with setting own online store but there exists many similar sellers at Amazon platform. Amazon platform provides guaranteed sales of 65000 units which are 35000 units lower from option of setting win online store. So, threat of competition is higher at Amazon. Analysis of such aspect would help Mr Amana in selecting adequate platform for operating online. Considering current performance of Amana and impact on pandemic on tourism sector of UK, decision of operation at online platform is appropriate for the company.          
[bookmark: _Toc67329031](ii) Advising if they should set up their own online shop or sell on Amazon
Setting up business online would be feasible for Amana Ltd. Mr Amana has decided to shift 50% of the operations on online platform in order to enhance profitability. After Covid-19 pandemic, several restrictions were imposed on tourism industry of UK. Performing online platform would be feasible for Amana Ltd for increasing its growth and market share. According to Atrill and McLaney (2018), strong online presence in market helps in building brand and gain credibility that company need to attract more customers. It makes business freely accessible and gives customers relaxed way to find out more about offerings of business. In case of Amana Ltd, it may operate through own online store or Amazon platform. Analysis of two decisions for Amana Ltd has been made as under:
· While setting own online stores, Mr Amana would require insuring £150000 for setting delivery network. Such expenses are not required for Amazon platform.
· Amana Ltd is requiring investing £50000 for upgrading current website to handler large volume of sale. But Amazon requires £50000 fulfilment cost for handling sales of Amana Ltd.
· Mr Amana is require to pay £35000 annual to IT programmer for handling website and delivery networks of own online store. But, such cost is missing in case of Amazon platform.
· Setting own store online will provide guarantee of 100000 unit sale at an annual basis. However, Selling through Amazon would only provide guarantee of 65000 unit sales. In case of Amazon platform potential increase in sale depends on demand by Amana souvenirs.  
· Mr Amana would have less control over providing and return policy if it operates on Amazon platform. But, operating with own online store would provide higher control over pricing policy. The company may not have greater control over return policy of products whether it operates at own online store or Amazon platform.  
· Total expense for operating with own online store would be £235000 which is £185000 higher than Amazon platform. Selling good at Amazon platform does not require salary of IT programmer, website updating and delivering sales network. Mr Amana is only requiring paying £50000 as Amazon fulfilment fees. The company might incurred loss or less profit at initial stage but would gain adequate profitability later.  
· Considering both options i.e. developing own online store and selling through Amazon platform, it can be said that operating with own online store would be feasible for Amana Ltd as compare to Amazon platform.  
[bookmark: _Toc67329032]Conclusion 
Management accounting is important for an organisation in order to make adequate business decision. Whether company is operating feasibly or unfeasibly can be analysed through management accounting. Performance analysis of Amana Ltd shows unfavourable sales, profit and variable expenses. Favourable variance has been found in fixed expenses. Presence of constancy in fixed cost tends to create favourable business performance.  Operating at an online platform would help Amana Ltd in increasing the customers’ base and market share. Operating by help of own online store would be more feasible for Mr Amana as compare to selling online by help of Amazon platform.    
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