







MANAGEMENT ACCOUNTING


[bookmark: _Toc112961480]Executive Summary
The existing assignment is developing to enable the implication of management accounting concerns to the provided case study scenario of Amana Ltd. The report is constituted evolves two diverse parts, Part A and Part B. Part A presents the monthly control report of Amana Ltd highlighting its flexed and original budget and variances also. Generating information from the control report, evaluation of Amana's business performance is also incorporated during the specific year of 2020. Besides, recommendations are also presented to improve various areas of Amana Ltd its CEO. On another side, Part B reflects analysis concern to Mr. Amana's decision to select the option of selling online including providing adequate advice related to the same. 
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[bookmark: _Toc112961481]Introduction 
The concept of "management accounting" signifies the process of observing, evaluating, measuring, and interpreting accounting knowledge to ensure sound financial decisions by business leaders. The assignment is developing to implement the implication of management accounting concern to the provided case study scenario of Amana Ltd.
[bookmark: _Toc112961482]Part A 
[bookmark: _Toc112961483](i) Monthly control report reflecting flexed budget, original budget, and variances
The control report is recognised as the management's report that contributes to reflecting the management's evaluation of the internal control's effectiveness of an issuer over the financial reporting. Referring to the provided case study scenario of Amana Ltd, the monthly control report is developing in the form of a report that contributes to accessing and reviewing the corporation's operational and financial performance on a month-to-month basis (Alsharari, 2019). Concerning the generated budgeted information of Amana Ltd for the specific operational or financial period, the control report reflects the corporation's original budget, actual or flexed budget, and subsequent variances for each of the presented items. However, figures to develop the monthly control report of Amana Ltd are determined to remain based on average predictions specifically incurred in manufacturing a mix of souvenirs. Hence, the control report of Amana Ltd for the specific period relative to the provided financial information is illustrated below.
	Monthly Control Report

	Particulars 
	Original Budget (£)
	Flexed Budget (£)
	Variances
	Comment

	Selling price 
	25
	20
	5
	Adverse

	Units 
	100000
	80000
	20000
	Adverse

	Sales 
	2500000
	1600000
	900000
	Adverse

	Variable costs: 
	
	
	
	

	Overhead 
	150000
	120000
	30000
	Favourable

	Labour 
	400000
	440000
	-40000
	Adverse

	Materials 
	250000
	280000
	-30000
	Adverse

	Total variable costs 
	800000
	840000
	-40000
	Adverse

	Contribution 
	1700000
	760000
	940000
	Adverse

	Fixed Overheads: 
	
	
	
	

	Insurance 
	100000
	100000
	0
	Nil

	Warehouse rental 
	200000
	170000
	30000
	Favourable

	Fulltime warehouse supervisor salary 
	50000
	35000
	15000
	Favourable

	Total fixed overheads 
	350000
	305000
	45000
	Favourable

	Profit 
	1350000
	455000
	895000
	Adverse



Analysis: Considering the above-provided control report, adequate information related to the original budget and flexed budget of Amana Ltd can be generated. The original budget signifies the primary estimation associated with the corporation's expenses and revenue structure over the particular future period. Besides, a flexed budget recognises the budget structure that is entitled to adjust to that of the volume or activity levels of the corporation (Alabdullah, 2019). In context to this, both the original and flexed budget prepares to include information associated with Amana Ltd’s forecasted and actual sales, variable costs, and fixed overheads. However, sales are determined considering the budgeted selling price and units' structure. Additionally, the variable costs of Amana Ltd include labor, materials, and overhead and its fixed overheads comprise insurance, warehouse rental, and full-time warehouse supervisor salary. Contribution relative to both the original and flexed budget is calculated by subtracting that of an aggregate variable costs structure from the total sales amount. (Abdusalomova, 2019). Finally, the profit of the company is determined by subtracting aggregate fixed overheads from that of the contribution amounts. Irrespective of this, budget variance is also indicated concern to the presented control report of Amana Ltd. As identified, budget variance serves as the accounting concept with the help of which information related to the lower or higher valuation of the company's actual costs can be generated from that of its projected or standard cost structure. Evaluating each of the items' budget variances, it can be appropriate to exclaim that Amana Ltd generates adverse financial performance or profitability during the period in concern of having lower flexed budgeted profit in comparison to that of the original budget one (Pedroso et al. 2020). 
[bookmark: _Toc112961484](ii) Report associated with Amana's performance during the period 2020 
Concern to the presented control report in (i), it can be appropriately identified that Amana Ltd is not able to perform well as per the drawn expectation of the original budget during the year 2020. However, it is said based on generating adverse profitability during the period due to posing a lower flexed budget in comparison to that of the provided original budget structure (Pavlatos and Kostakis, 2018). Amana Ltd recognised as one of the most prominent family-owned tourist businesses engaged in selling souvenirs to their tourists having been located within the premises in England. Amana Ltd is determined to remain a successful business operation for the past 40 years and likely because of being appropriately able to generate sufficient knowledge about the dynamic nature of the tourism industry. Besides, the tourist business of Amana Ltd remains located in various hotspots regions all across England namely Manchester city center, Westminster bridge, Birmingham city center, Brighton, Buckingham Palace, London Bridge, and Brighton. Furthermore, the revenue structure of Amana Ltd records took a big hit during the period 2020 due to the severe existence of the Covid-19 pandemic scenario. The adverse consequence of the pandemic situation follows by imposing movement and travel restrictions by the government within the premises of England, severely impacting its tourism industry and Amana Ltd. Besides, the prolonged imposed lockdown measure worked fuel to the fire by causing depletion of the company's additional revenue structure during the financial year of 2020. 
Referring to the provided control report, it can be exclaimed that Amana Ltd poses a sales or revenue valuation worth amount to £ 1,600,000 which is lower than that of its original budget amount and hence adverse variance worth amount to £ 900,000 exists. Besides, the company incurs aggregate variable cost structure with the amount to £ 840,000 during the period 2020, which signifies higher than that of its original budgeted valuation amount to £ 800,000, resulting in an adverse variance of the amount to £ 40,000. Irrespective of this, Amana Ltd incurs total fixed overheads flexed budget amount of £ 305,000 during the year 2020 which identifies as lower than that of its original budget amount of £ 350,000 and hereby remains favourable for the company (Agustia et al. 2019). On another side, an adverse variance amounting to £ 940,000 also emerges concerned with the contribution structure of Amana Ltd during the period 2020 due to generating a lower flexed budget amount to £ 760,000 in comparison to its original budget value of £ 1,700,000. It is because a higher contribution valuation is mainly preferred to ensure more availability of money for covering the overhead or fixed expenses of the business. Overall, Amana Ltd poses an adverse variance of net profit or income amounting to £ 896,000 due to incurring a lower flexed budget of £ 455,000 than that of its original budget structure amounting to £ 1,350,000. Hence, it can be finally exclaimed that Amana Ltd poses an adverse financial position or performance during the period 2020 largely due to decreasing in its revenue structure and increasing its overheads or cost structure due to the severe existence of the Covid-19 pandemic situation (Bento et al. 2018). 
[bookmark: _Toc112961485](iii) Recommendations on improvement areas to the CEO of Amana
An adverse financial position of Amana Ltd can be improved by considering the following provided recommendations.
By lowering the business' expense structure: One of the best practices to enhance the financial performance of Amana Ltd includes reducing its expense structure. Referring to this, Amana Ltd can engage with alternative or cheaper measures for services, equipment, and supplies and also can evolve with better terms for insurance policies and bank accounts (Alamri, 2018). Besides, the company can arrange deferred or periodic payment options relative to its larger expenses structure to keep more availability of its cash structure and subsequently improve its income value.
Selling off unwanted or unused assets: Selling out unwanted or unused assets can help Amana Ltd to generate immediate cash and also contribute to saving a lot of money which incurs concern about storing the same (Alamri, 2018).
Offerings customers various payment options: By providing more options to customers regarding payment, Amana Ltd can pose more chances to make effective sales progress. Concern with the severe Covid-19 pandemic restriction, people are likely to prefer various payment options via digital or online mode and hereby contribute to the company to ensure an adequate level of sales structure over this severe situation (Pilipczuk, 2020).
Raising money through crowdfunding or grants: Amana Ltd can evolve with an option of crowdfunding or grants to raise money. The company can utilise this amount to pose new and innovative services or products on the horizon (Drury, 2018).
Enhancing marketing initiative: Amana Ltd can subsequently improve its business performance by contributing to influence its marketing initiative considering the latest digital advancement (Pilipczuk, 2020). Various marketing platforms and options such as social media, retargeted advertising, video, and email can prove beneficial to companies to achieve this initiative. Besides, Amana Ltd must surely test all of its active ad campaigns to remain sure regarding acquiring a solid rate of investment (ROI) during the period.
Consolidation of debt structure: It is vital to look at the existing business debt structure of the company to evolve in a significant way to enhance the business finance valuation of Amana Ltd. However, consolidation of debt can prove advantageous to the company as it serves one of the simplest economic implications to refinance Amana Ltd's existing debt into a single payment option (Alamri, 2018). 
[bookmark: _Toc112961486]Part B 
[bookmark: _Toc112961487]Evaluation decision of Mr. Amana to go online
Referring to the provided case scenario, Amana Ltd’s CEO Mr. Amana evolves with the decision to sell its products or services to its potential customers considering the online mode within the premises of the United Kingdom (UK). Concerning the severe scenario of the Covid-19 pandemic, considering the option of selling online is recognised as one of the effective decisions of Mr. Amana to address the challenges concerning the existing pandemic situation, including imposed restrictions and lockdown measures (Zhang, 2021). Besides, Mr. Amana also observes that most of its potential competitors are also engaging themselves to impose online selling implications to its customers’ existing within the regions of the US, UK, and Europe.
In context to this, selecting the decision to ensure online term of business operations can contribute Amana Ltd to providing active and stiff competitors to its rivalries (Krizanova et al. 2019). Irrespective of this, there exist various advantages for Amana Ltd in concern of evolving with the decision to go online by its CEO, Mr. Amana. For such, going online can help Amana Ltd to reach a large number of audiences across various regions of the globe and thereby contribute to enhancing its sales opportunities. Besides, it can also help companies to subsequently compete with larger existing businesses by remaining able to open seven days a week and 24 hours a day (Liu, 2018). Additionally, Amana Ltd is also able to save money concerning operational and set-up costs and thereby reducing expenses associated with order processing. Also, the online initiative can ensure Amana Ltd showcases its existing services or products to its potential customers considering the online shop option. Furthermore, enhancement of the company's offerings can also emerge considering the gathered data by monitoring customer purchases implication and subsequently by receiving more quickly payment from the online transactions (Liu, 2018). Evolving with this perception, Mr. Amana decided to consider closing its existing branches at Manchester city center, Birmingham city center, and Brighton to ensure moving their 50% to online selling option to streamline its continuous business activities. Various other factors have been also considered by Mr. Amana concerning making this decision of going online including setting up the delivery network, upgrading its existing website to enable handling the company's large sales volume, and offering sufficient full-time salary structure to IT programmers. Hence, the decision to go online is likely to prove beneficial for Amana Ltd to mitigate the challenging scenario of the Covid-19 pandemic (Zhang, 2021). 
[bookmark: _Toc112961488]Advice whether to sell on Amazon or set up their online shop
From the mentioned case study scenario, it has been identified that Mr. Amana evolved with the decision to ensure online selling options to address the emerging scenario of the Covid-19 pandemic circumstance and also to provide stiff competitors to its potential rivalries (Ansong and Boateng, 2019). However, Mr. Amana subjects to remain confused relative to enable considering an online initiative whether to sell on the Amazon platform or to evolve setting up their respective online shop. Referring to the provided information associated with the implementation of both options, it can be identified that though Amana Ltd is likely to incur a higher expenses structure concerning developing its online shop in comparison to evolving with the option of selling on Amazon, yet it is likely to hold various benefits of its own (Almtiri et al. 2023). It can be appropriately to exclaim that there subsequently remains more costs structure for Amana Ltd relative to setting up their online shop including the cost of upgrading the existing website amounting to £ 50,000 to enable handling their large volume of sales and cost of £ 150,000 to setting up of an effective delivery network system. Besides, the company is entitled to provide an annual amount of £ 35,000 for its full time IT programmer. Irrespective of this, the option can contribute to the company generating a guaranteed sales structure of nearly 100,000 units annually (Ansong and Boateng, 2019). On the other hand, the decision to directly sell the products of Amana Ltd on Amazon is likely to impose less cost structure in comparison to another prevailing option including fulfillment fees of up to £ 50,000 but evolves with various disadvantages also. As such, there is likely to emerge high competition levels between Amana's souvenirs and that other prevailing selling on this specific platform. Besides, there also remains a lack of control concern to return policy and pricing implications relative to this platform. By directly engaging, selling on Amazon can contribute to Amana Ltd with a smaller number of guaranteed sales structures of 65,00 units annually based on the product demand in comparison to another option (Tomczyk, 2018). 
From the above discussion, it can be appropriate to exclaim that Mr. Amana should set up their specific online shop to influence the financial performance of Amana Ltd irrespective of selling directly on the platform of Amazon. It is because selling on its online shop can enable Amana Ltd to pose full control over its ability to scale, products or services, and subsequently their respective business strategies (Krizanova et al. 2019). Furthermore, Amana Ltd can evolve by conducting adequate market analysis related to their existing competitors, industry, buyer personas, and product space before launching. Besides, companies can develop effective marketing plans that contribute to accounts for all social media platforms, content marketing, selling channels, and email marketing platforms. Furthermore, enabling user-generated content and customer reviews can also help Amana Ltd to build trust, brand recognition, and credibility among its potential customers or participants (Almtiri et al. 2023). Hence, setting up his online shop can ensure Mr. Amana enhances its business relative to its various advantages compared to considering the option of direct selling on the Amazon platform. 
[bookmark: _Toc112961489]Conclusion
Thus, it can be concluded that management accounting emerges as the modern accounting concept in the form of an effective business management tool. However, management accounting ensures an organisation's management efficiently conducts business operations irrespective of various operational extent. The implication of management accounting serves sufficient Amana Ltd to enable the presentation of its core accounting information to smoothly maintain its day-to-day business undertaking operation. 
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