[image: Text

Description automatically generated with medium confidence]
[image: Text

Description automatically generated with medium confidence]



            Management Accounting                                    
                              (LCBB5002)




Student name: Cornelia-Roxana Rad                                            Coordinator:  Winifred Soribe
Student number: (2023709) 


                                                         



[bookmark: _Toc101197257][bookmark: _Toc101202517][bookmark: _Toc101202846]Executive Summary

The report has discussed the cost break down of Amana ltd.’s products. This has included the preparation of monthly control which has shown the variances and original budget of the organisation. Moreover, this has also analysed the financial performance of Amana Ltd in the year 2020. This has recommended the organisation the ways for improving its performance (Seal, et al., 2015)  (McLaney, 2018). This has also provided a recommendation to Mr Amana regarding the setting of the online shop on Amazon. Amana Ltd has been operating in England for 40 years and has many tourist locations such as London Bridge, Brighton, Westminster bridge and Manchester city centre.
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The report will illustrate the importance of a cash budget for the organisation of Amana Ltd for the year 2020. Enumeration of the cash budget will be displayed for comprehending the importance of the cash budget. Alongside, a suitable recommendation will be elaborated in the specific report. Maintaining adequate cash flow for Amana Ltd will be demonstrated along with other suitable recommendations. On the other side, Amana Ltd shifting to the online business as other competitors is doing. Based on that, a proper evaluation will be reflected in the specific report. Moreover, 50% of the products selling online, their profit and loss will be observed by showing the analysis in the report below.
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Mr. Amana's Monthly Control Report

	Items
	Cost per unit
	Original
budget (£)
(1)
	Flexed 
budget(£)
(2)
	Actual (£)
(3)
	Variance
(1-2) 
	Favourable/
Unfavourable

	Units (i)
	
	100,000
	80,000
	80,000
	0
	-

	Selling price (ii)
	25
	25
	25
	20
	5
	U

	Revenue (iii)
 (iii)= i*ii
	
	2,500,000
	2,000,000
	1,600,000
	400,000 U
	U

	Variable costs:
	
	
	
	
	
	

	Materials (iv)
	2.50
	250,000
	200,000
	280,000
	-80,000 F
	U

	Labour (v)
	4
	400,000
	320,000
	440,000
	-120,000 F
	U

	Overhead (vi)
	1.50
	150,000
	120,000
	120,000
	 0
	-

	Contribution
      (vii) 
vii=iii-(iv+v+vi)
	17
	1,700,000
	1,360,000
	760,000
	600,000
	U

	Fixed overheads:
	
	
	
	
	
	

	Warehouse rental (viii)
	200,000
	200,000
	200,000
	170,000
	30.000
	F

	Insurance (ix)
	100,000
	100,000
	100,000
	100,000
	0
	-

	Fulltime supervisor salary (x)
	50,000
	50,000
	50,000
	35,000
	15.000
	F

	Profit
vii- (viii +ix+x)
	
	   1,350,000
	     1,010,000
	       455,000
	   555,000 U
	            U






Showing the performance of Amana Ltd for the year 2020 by jotting the information 
The preparation of the cash budget helps in showing the performance of the business along with its financial stability in the competitive market (Peter). Outflow and inflow of the cash transaction which has taken place in the firm will be adequately recorded with the support of the cash budget. Hence, the following cash budget has been prepared to analyse the financial stability of Amana Ltd. Presenting the financial performance of Amana Ltd (Drury).
Sales operated in the year 2020
According to Amana Ltd, the sales counterpart in the competitive market will be effectively elaborated. The budget states 100.000 units for £25, which is later derived to £2.500.000. On the other side, after the sales conducted by the organisation of Amana Ltd, it shows that the 80.000 unit was sold for £20 which again derived to the amount of £1.600.000. 
Figuring out the difference
The sales which have been conducted in the organisation of Amana Ltd have figured out the difference of £20.000 for the year 2020. According to the estimated assumption and after enumeration, it has been noticed it has not been able to meet the expectation of the company. Hence, the loss has been assumed for the year 2020. The cost of variable, which was stated at 100000 unit for £2.50, again which was later derived to £250.000. Hence, seeing the fall in the actual amount for investment in the organisation, the valuation was increased from £30.000 to £280.000. Therefore, the performance of Amana Ltd has adequately increased in comparison to past performance.
The cost of labour
Labour cost which was incurred in the organisation of Amana Ltd is 100.000 units for £4. It is one of the essential aspects which helps in constructing the business in a particular shape with the support of the labours. The estimation for budget regarding labour cost was £440.000, and hence with effective progress, it has shown increase and growth with variance regarding £40.000. Therefore, it can be said that the performance of Amana Ltd has stabilised in the market competition (guide, 2021). 
The cost of overhead
 It is expected that the cost of overhead which was incurred in the firm of Amana Ltd is £1.50 and the outcome with £150.000. It is assumed the invested amount fluctuated down to £120.000. Hence, it has been assumed that the performance has deteriorated and must apply relevant strategies for improvising the competitive situation. On the same side, it has shown that the variance has recorded to £30.000.
Showing the original budget
 The originally invested amount in the organisation of Amana Ltd was £17 for 100.000 units, which was derived to £1.700.000.  According to the organisation, the actual budget which was invested in the competitive market was 760.000, and after enumeration, it has reflected the performance has not been stable in the market of competition. For meeting the estimation of the budget level, a variance of £940.000 has been stated in the mentioned organisation. 
The fixed overheads cost
 The fixed cost which has been incurred in the organisation of Amana Ltd with the estimation of £200.000. As per the reports of Amana Ltd, the actual amount which is invested is 170.000, and it has been analysed that the performance has upgraded in the competitive market with a variance of £30.000. On the contrary, the mentioned firm has faced losses in insurance which impacted the allocated fund of £100.000, which needs to have a specific lookup. 
Liquidity
The profit margin in the organisation of Amana Ltd has not been able to match the expectation of the consumers and hence has not gained a lucrative profit margin despite appropriate funds. The cash in hand in the mentioned organisation was less, in other words. It can be said, nothing was left after evaluating the actual amount.
Salary of the supervisor
The salary of the supervisor in the firm of Amana Ltd, which is enumerated for serving in the organisation, was £50.000. On the flip side, the budget which was invested in the entity was 35.000. It is clearly depicting that the mentioned organisation has deliberately failed to meet the expectation and could not perform well, which is needed to for meeting the consumer's demand. It was due to a new challenge. As the business was not so familiar with the concept so, therefore, it could not match up to the expectation and compete with the rival firms. 
Evaluation of preparing the cash budget
The entire enumeration of the cash budget for the organisation of Amana Ltd has shown its relevant performance. The level of performance has been reluctant in the market and hence must input proper strategies for making a successful come back in the intense competition. The optimistic transformation of the business depends upon their performance for the satisfaction of the consumers.    
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The evaluation for the organization of Amana Ltd has shown that the performance was not up to the mark, which needs to be evaluated for improving the stability of the business. Delivering smart and satisfactory information on behalf of the mentioned business organisation. Preparing an appropriate budgeting plan and scrutinising the investment before spending on behalf of the business is highly essential. Hence, in this way, the business can expand up to the global platform. There are certain ways in which it can be assisted in developing the lacking areas, which will be discussed below:
Estimating a proper budget
For running a successful organisation where the level of competition is high and must invest proper strategies for allocating the fund. The budget is the strength and pillar for any business operating in the competitive market and hence must allocate them wisely. Amana Ltd could not manage the invested fund and hence must bear the loss in the organization. Determination of the variable expenses in the firm needs to be done priorly to meet the consumer expectations. On the other side, subtracting the fixed cost will support the concept of proper budget funding in the organisation of Amana Ltd.
Properly utilization of resources
 It is highly necessary for the business to properly use the resources available in the business to make optimum utilisation. For illustration, human resources and machinery present in the organisation will help in managing the business according to the arising need in the entity. Proper utilisation of resources helps in increasing the Rate of Investment (ROI) in the market situation. Hence, appropriate visibility in the organisation can be achieved. The productivity of the staff members can be increased in the market situation for the betterment. It is highly essential to maintain the level of productivity to flourish in a highly competitive situation. The business operates with the intention of making a profit, and hence if it is not able to make the situation, it will struggle, and the business will be able to make a lucrative style. 
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Amana Ltd has decided to sell 50 % of its products in the online market by closing the Manchester city centre, Brighton, and Birmingham city centre. These factors should be considered by the organisation in the process of decision making of choosing the first option:
Setting up the cost of delivery network
Amana Ltd will cost £ 150,000 for setting up the delivery network to sell its products online. This is a huge amount, and the organisation may be a risk of spending more money on establishing a delivery network. However, the organisation will be benefited after establishing its online shop. The organisation will have to incur such a high cost earlier, but it will gain many advantages by introducing its online shop. 
The cost incurred for updating the current website
 The organisation will have to incur the cost of £ 50,000 to update its present website. This will assist Amana Ltd to handle a huge sales volume. It is highly recommended for the organisation to upgrade its website which will aid it in attracting more customers. 




Remuneration of IT programmer
 The organisation’s decision of selling the products online will have to take the help of an IT programmer on a full-time basis. This will lead the organisation to incur £ 35,000 as the programmer’s salary. This is affordable for the organisation as it has earned more sales revenues. The programmer will assist Amana Ltd in developing its online website. 
Guaranteed sales
 The online selling of the organisation's product on the website has a guaranteed sale of 100,000 units. This is an expected figure for sales based on the market research, but it will help Amana Ltd in enhancing its financial performance. This will also lead the organisation in undertaking its business activities in an effective manner. 
The factors to be considered while deciding of selling the products in Amazon which is the second option:
Fulfilment fees of Amazon
The cost of selling the organization’s products on Amazon will incur a cost of £ 50,000 to Amana ltd. This will lead the organisation in making more expenditures and deteriorate its financial performance. Moreover, the organisation may lead to generate less profit after providing such a huge amount to Amazon. 
Guaranteed sales by choosing the second option
The organisation can generate sales of 65,000 units of its products by choosing to sell the products on Amazon. The organisation will have to compete with many rivals present on Amazon. This will make it incur more expense in continuing its operations online. This platform will lead Amana Ltd to generate fewer sales as compared to the first option. An increase in sales of the organization’s product will depend on the demand of the customers. This option will degrade the performance of Amana Ltd by generating fewer sales revenue. 
Lack of control over return policy and pricing of the products
 The organisation will have no control over the return policy after setting its online shop on Amazon. Further, the organisation will be contacted by the delivery executive of Amazon if a customer will face an issue with the product. The organisation will lack control over the products’ pricing as it will be decided by Amazon which product will be sold at which price. The organisation may incur loss if its manufacturing price is more than the selling price. This may lead the organisation to deteriorate its performance. The organization’s pricing policy will be different to that of Amazon which may lead to a conflict between them. 
Recommendation
The options of selling the products online on the organization’s website and setting an online shop on Amazon has been analysed above. The above analysis suggests that Amana Ltd can choose the first option for selling its various products in its website. The first option will be profitable for the organisation to choose as shows an expenditure of less amount of money. Moreover, the first option will lead the organisation to generate more sales which is 100,000 units of products. This will make the organisation to earn more profit over the time. The organisation is recommended to decrease the amount of money paid to the IT programmer as salary which will make the organisation to incur less cost. Moreover, the organisation needs to decrease the cost of establishing a delivery network which will also contribute to the profit of the organisation. Amana Ltd.’s decision of winding up some of its branches is correct. This will lead the organisation to incur unnecessary cost of operating the branches. It is recommended for the organisation to develop and promote its online website after considering all the costs which are to be incurred by it. The organisation can also promote its products using the social media channel such as Facebook, Email, Instagram, and Snapchat. This will contribute to increase the sales of Amana Ltd. 
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The above report has highlighted the Amana ltd.’s cost breaks down of its various products. This has also mentioned the control report of the organization monthly which has highlighted the original budget and variances. This has also mentioned an analysis of business performance of the organisation and recommended various ways through which it can improve or enhance the performance of the organisation. The factors which an organisation can consider while making an important decision has been mentioned here. Further, a recommendation has been provided on the decision of the organisation to set up its online shop on Amazon. 
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