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[bookmark: _Toc120557710]
Introduction
[bookmark: _Toc118465889]The goal of managerial accounting is to provide administration with the financial statements, reports, and other data they need to make informed decision about how to improve the company's operations. Most of the time, managerial accounting is only employed internally. Managerial accounting is the method of presenting financial data to administration for the author's use in operating the firm and determining strategic choices (Dascher, 2020). For instance, some forms of this sort of information are budgets, forecasts, including performance assessments. The primary focus of management accounting is the development of accurate, timely assessments. Management accounting information (MAI) has been used more for tactical, daily decision making instead of long-term strategic planning. Common features of MAI include cost, sales, and profit data, in addition to various indicators relevant to management (Copeland, 2020). The report aims to discuss Amana's Ltd.'s performance in 2020 is detailed in the first part, which is consist of a monthly control report and budget. In the second part, there will be discussed whether Mr. Amana should sell his wares on Amazon or set up his own online shop.
PART A
[bookmark: (i)_Prepare_the_monthly_control_report_s][bookmark: _bookmark2][bookmark: _Toc118465890][bookmark: _Toc120557711]i)Prepare the monthly control report showing the original budget, flexed budget, and variances:

Monthly Control Report: The "control report" is a monthly summary of the company's performance. All of the transactions, including their revenue, sales, expenditures, purchases, and profits and losses, are divided down into their respective categories. The report also includes a comparison of the actual outcomes with the predicted outcomes, highlighting any inconsistencies. This helps management see potential problems or growth areas straight immediately. The monthly control report for this month might have many purposes (Dascher, 2020). As an example, users may employ it to track progress toward goals. As an additional perk, it may help with trend analysis over time, giving upper management more data on which to make strategic decisions. The report isn't only useful for looking back on previous results; it can also be used to predict what could happen in the future (Drury, 2018).
The chief financial officer (CFO) generally prepares this monthly control report, that is then reviewed by upper management before being sent to staff. The material may be made available online or printed copies can be sent out to employees. It should not be too difficult to post the report to the section of the website that is secured by a username and password given that so many companies now provide their employees with intranets that provide access to enormous databases (Copeland, 2020). After that, employees may see it surreptitiously from any connected laptop or store a copy to their own computers for later. It is common practise to provide an executive summary with this monthly control report, which summarises the report's most important findings. Management may save time by quickly scanning this monthly control report looking for the most relevant data.
Flexible Budget: The second most common kind of budget that might have been performed out is known as flexible budgeting. Budgets may be made more flexible to account for variances in revenue and expenses if actual results surpass or fell short of expectations (Garrison, 2018). An organisation that has adopted a flexible budget could still fulfil its financial responsibilities even if monthly income is lower than predicted by cutting certain of its outlays, for example. As an added benefit, the business may invest in expansion if it has an available funds one month. The ability to quickly adjust to fluctuations in revenue and expenses is a major benefit of implementing a flexible budgeting strategy for organisations (Harper, 2019). The ease with which real outcomes may be compared to predicted ones is another benefit. By keeping tabs on how well (or how poorly) they are doing in various areas, businesses might find opportunities for growth. Flexible budgeting represents the most practical approach of financial management for a business since it takes into account equally positive and negative changes in revenue and expenses.
Monthly Control Budget
Original Budget
	Particulars
	Actual (£)
	Original (£)
	Variance
	Favourable/Unfavourable
Variance

	Units
	80000
	80000
	
	

	Sales:
Actual: (80000*20)
Original: (80000*25)

	

16,00,000
	

20,00,000
	

4,00,000
	

Unfavourable Variance

	Less: Costs
	
	
	
	

	Variable Costs:
Materials
Labour
Overhead
	

2,80,000
4,40,000
1,20,000

	

2,00,000
3,20,000
1,20,000
	

80,000
1,20,000
0
	

Unfavourable Variance
Unfavourable Variance
N/A


	Contribution Margin (Sales- Variable Cost)
	
7,60,000
	
13,60,000
	
6,00,000
	
Unfavourable Variance

	Fixed overheads:
Warehouse rental 
Insurance 
Fulltime warehouse supervisor salary
	


1,70,000
1,00,000



35,000
	


2,00,000
1,00,000



50,000
	


30,000
0



15000
	


Favourable Variance
N/A



Favourable Variance

	Profit
	4,55,000
	10,10,000
	5,55,000
	Unfavourable Variance



Flexed Budget
	Particulars
	Actual (£)
	Original (£)
	Variance
	Favourable/Unfavourable
Variance

	Units
	80,000
	1,00,000
	20,000
	Unfavourable Variance

	Sales:
Actual: (80000*25)
Original: (1,00,000*25)

	

20,00,000
	

25,00,000
	

5,00,000
	

Unfavourable Variance

	Less: Costs
	
	
	
	

	Variable Costs:
Materials
Labour
Overhead
	

2,00,000
3,20,000
1,20,000

	

2,50,000
4,00,000
1,50,000
	

50,000
80,000
30,000
	

Favourable Variance
Favourable Variance
Favourable Variance


	Contribution Margin (Sales- Variable Cost)
	
13,60,000
	
17,00,000
	
3,40,000
	
Unfavourable Variance

	Fixed overheads:
Warehouse rental 
Insurance 
Fulltime warehouse supervisor salary
	


2,00,000
1,00,000



50,000
	


2,00,000
1,00,000



50,000
	


0
0



0
	


N/A
N/A



N/A


	Profit
	10,10,000
	13,50,000
	3,40,000
	Unfavourable Variance



[bookmark: _Toc118465891][bookmark: _Toc120557712]ii) Using the control report prepared in (i) above, prepare a report on Amana’s performance during the year 2020:
[bookmark: (iii)_Provide_recommendations_to_Amma’s_][bookmark: _bookmark4][bookmark: _Toc118465892]Performance Report
The company Amana Ltd. has not seen a successful year. The restrictions put on individuals as a result of the Covid 19 pandemic having resulted in a decrease in sales. When Amana Ltd. had anticipated earning £100,000 in sales after deducting all expenses, they only earned £80,000. Sales have dropped by 20% to £20, while unit costs have increased significantly from £2.50 to £280,000 and $4 to $440,000 due to materials and labour, respectively (Garrison, 2018). Spending has increased by 10%. They've reduced a sum of £760,000 (which is the amount of budget vs actual) because of this. The only change to the company's fixed costs is a rise in insurance costs from £100,000 to £170,000. The average salary for a warehouse manager has dropped from £50,000 per year to £35,000, a fall of 20%. The company's flexible budget was considerably more accurate than their original budget since it allowed them to provide souvenirs at a lesser price while maintaining the same number of units sold. The results of Amana are unsatisfactory in reality. In spite of a rise in unit sales, Mr. Amana still can't get his spending under control (Harper, 2019). We have a solid understanding of the permanent expenses. Overall profitability has been disappointing for the company. The company's present method of generating revenue and cutting costs is less profitable than what Amana Ltd. was doing in years past. For Amana Ltd. to succeed, it has to stop focusing on specialized areas (like the tourism industry) and start engaging directly to consumers. Expenses per unit must be reduced, and more cost-effective materials must be sourced if the company is to remain competitive (Copeland, 2020). Amana Ltd. may desire to reduce expenses generally if they want to maintain selling souvenirs to the same number of customers. It was estimated that souvenir would bring in £25 per product, however Amana Ltd. is now offering them for £20. That's a total loss of £760,000.00 (budget vs actual). This decline was caused in large part by an increase in both indirect and direct costs (Horngren, 2019). Amana Ltd.'s earnings have been steadily dropping, and the company can only hope to reverse this trend by shifting its focus from niche industries like the tourism industry to meeting the needs of consumers more broadly. They need to find cheaper options to the same materials and suppliers, and reduce unit pricing. Amana Ltd. may need to cut prices across the board if it wants tourists to keep buying its souvenirs, and it would be prudent for the firm to branch out into other areas in order to increase its revenue (Drury, 2018). The Covid-19 pandemic has been particularly hard on the tourism and amenity industries, but there is opportunity for growth for those prepared to adjust.
[bookmark: _Toc120557713]iii) Provide recommendations to Amana’s CEO on areas of improvement:
The CEO of Amana Ltd. has been looking for practical steps that would help the company recover from the difficulties it has faced recently. In this case, maximising earnings through greater sales volume at quite a higher average sale price simultaneously minimising variable expenditures is a primary strategy (Horngren, 2019).
Increasing Amana's profitability may be accomplished by a variety of methods, including the following:
1. The company may increase its revenue by £40,000 by increasing the price of each unit they sell from £25 to £30 without adjusting the variable expenses associated with producing the units (Jiambalvo, 2018). But this decision may not be desirable as it would diminish Amana's sales and consequently its inventory. This is not a good option.
2. Increases in sales price from £25 to £30 with reductions in variable expenses from £20 per unit to £12 will boost each unit's contribution approximately £8 and generate an additional £80,000 in revenue. This decision will help Amana cut losses and cover more of its fixed expenses. Doing this is the recommended approach to take.
3. A strategic marketing approach that might increase sales and attract new customers who were earlier pricing out would be to temporarily lower prices by (£25-£5). Nevertheless, if the souvenirs are not sold before the contract expires, the company might be left with a large inventory that reduces its liquidity (Karen Wilken Braun, 2018). This is obviously not the best option available.
4. Amana may save money and make £100,000 by selling souvenirs to customers that were unable to access stores during the closure. That course of action is therefore recommended.
There are several approaches to reducing variable expenditures, such as the following:
1. Cost savings of £500,000 per year by reducing the variable cost of materials from £2.5 each unit into £2 per unit by selling price & labour costs remain unchanged. The improved contribution margin of £0.5 each unit has led to an increase in revenues of £ (20,000). However, this might cause problems in terms of quality and, therefore, consumer satisfaction. This is not a recommended action to take.
2. If they assume that everything else stays the same, lowering the number of full-time warehouse workers from 4 to 3 might save us £120,000 per year in variable costs. With less losses and much more money going toward Amana's fixed expenses, this strategy is highly recommended (Lee, 2017).
3. It is conceivable to cut overhead costs from £1.50 per unit yearly to £1 per unit, which would result in a reduction in fixed expenditures of £30,000 per year (Harper, 2019). Nevertheless, since some of the administrative expenditures are crucial to the functioning of the business, this option may not be a good one to go with (e.g., insurance). This is not an option that can be pursued.
The Chairman of Amana has made it his main mission to expand the company's revenue streams whilst reducing the cost of their variable operations. It's possible that the aforementioned options will help in achieving these objectives while also improving the company's financial situation.







[bookmark: PART_B][bookmark: _bookmark5][bookmark: _Toc118465893]

[bookmark: _Toc120557714][bookmark: Report_to_Mr._Amana][bookmark: _bookmark6]PART B
[bookmark: _Toc118465894][bookmark: _Toc120557715]Report to Mr. Amana
[bookmark: Conclusion][bookmark: _bookmark7]Making the decision to move half of their company online was a smart move on Mr. Amana's initiative. The demographics of Brighton, Birmingham, as well as Manchester are just too large for his firm to effectively service them all. As a consequence of these businesses, Amana Souvenirs might certainly attract a more loyal customer base, but expanding into new markets is unlikely to be profitable (Lee, 2020). The internet strategy of Amana Souvenirs, which targets the UK, Europe, as well as the United States, looks to have great potential development for the company. In a similar manner, the company may rethink the optimal placement of its physical stores or make other adjustments to better cater to its domestic market and its most loyal clients (Noreen, 2018). Mr. Amana, the owner, may choose between selling through Amazon and starting his own online store. Prior to actually making a final choice, the company calculated the expenses of each possibility.
With regards to opening their own virtual shop:
Amana has calculated that in order to launch their own online store, they would need an initial investment of £10,000, plus an ongoing cost of £100 each month. It was also discussed that a full-time programmer may be hired for £35,000 per year. The individual's continual need for direction and oversight would just add to everyone else's responsibilities. The expense of the distribution system must also be factored in (Sollenberger, 2019). The price tag for setting up a distribution network to reach customers in the United Kingdom, Europe, and the United States is estimated at $150,000. After taking into account all the costs involved, it is evident that Amana requires £295,000 to open their own online store, which might lead to a rise in sales (Tunc, 2020).
Instead, if they wanted to sell through Amazon:
If Amana decides to sell via Amazon instead, the firm must pay for Amazon's £50,000 fulfilment charges. It is also expected that Amana will simply accomplish secured sales of 65,000 goods on Amazon thanks of the high degree of rivalry between sellers on the market. Nevertheless, this forecast may be increased higher depending on customer demand (Sollenberger, 2019). Going back to the calculations, we see that it would cost Amana £50,000 can have their products advertised on Amazon. This online retail giant comes with a price tag of £100,000 if the company chooses to sell via it. Amana's firm would save money by using Amazon as its primary sales channel. However, sales and profits are likely to be lower than they'd be if they operated their own online store (Tunc, 2020). On the contrary, if the firm chooses to build its own online store, it may have better outcomes in terms from both sales and profits. This is due to the fact that they will have complete control over the goods they offer, the pricing they demand, and any rules for refunds or exchanges (Noreen, 2018). Mr. Amana needs to give significant thinking to all of the possibilities before selecting on a site from which to offer his items. He could choose the most lucrative selection for his company by contrasting Amazon's platform his own online store.
If Mr. Amana is serious about expanding his business, he should offer Amazon's market a shot for at minimum a year or 2 before looking elsewhere. Whilst this seller sector is likely to be busy, it will enable Mr. Amana to acquire solid statistics regarding how well his items are accepted in the target areas so that he can modify his promotional activities to improve brand awareness and customer loyalty. When Mr. Amana having invested a year to two establishing a customer base for Amana Souvenirs in the target market, he may consider transferring operations to an independent e-commerce platform.









[bookmark: _Toc118465895]

[bookmark: _Toc120557716]Conclusion
According to the data presented here, a company's management accounting system is crucial to its success. In order to safeguard the company's profitability, it helps management stay informed on finances and make decisions in the context of reliable information. For gathering and assess financial data, management accountants use a broad range of techniques and resources. Management accountants take this data and utilise it to make recommendations to business owners and executives.
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