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Introduction
The purpose of managerial accounting is to help businesses achieve their objectives by providing top executives with the data they need to make informed decisions. Budgets, estimates, and performance reports are examples of this kind of data (Burrow, 2017). Management accounting is primarily concerned with making quick, effective judgments. The purpose of management accounting information (MAI) is to aid in day-to-day decision-making rather than long-term strategy (Drury, 2021). Cost, revenue, and profit figures, as well as other metrics useful to management, are common components of MAI. The first section of this report is the year 2020 preparation of a monthly control report detailing Amana's Ltd.'s performance. The second section, advises Mr. Amana on whether he should open his own online store or use Amazon to sell his products.
[bookmark: _Toc118465889]
PART A
[bookmark: (i)_Prepare_the_monthly_control_report_s][bookmark: _bookmark2][bookmark: _Toc118465890]i)  Prepare the monthly control report showing the original budget, flexed budget, and variances:

Monthly Control Report: The company's month-to-month performance is summarised in a report called the "control report." Revenue, costs, and profits/losses are all accounted for, and sales are broken down by category (Burrow, 2017). The report also compares the actual numbers with the projected ones, emphasizing any discrepancies. This aids management in seeing issues or opportunities for growth right away. This month's control report may be used for many different purposes. One usage is to monitor development in relation to predetermined targets. It may also aid in the detection of patterns over time, providing management with additional information upon which to base strategic choices. Aside from providing insight into past performance, the report may also be utilized to make projections about the future.
Generally, the CFO is in charge of compiling the monthly control report, which he or she then reviews with other members of management before disseminating it to employees. Employees may either get hard copies in the mail or access the document online (Sollenberger, 2019). With so many organizations now offering employee intranets with access to massive databases, it should be quite simple to upload the report to a password-protected area of the website. After then, workers may view it secretly from any laptop with Connectivity, or save a copy to the local hard drives for later use (Morse, 2018). This monthly control report is sometimes accompanied by an executive summary that highlights key points from the whole report. This saves managers time by allowing them to skim the essential information from the monthly control report.
Flexed Budget: Flexible budgeting is the second primary sort of budgeting that may be performed. Whether results exceed or fall short of projections, flexible budgeting may accommodate the resulting changes in income and expenditures. In the event of lower-than-expected monthly revenue, for instance, a corporation that has implemented a flexible budget may still meet its financial obligations by reducing some of its outlays. And if one month the firm has a surplus of cash, they may put that money into growing the company (Shubin, 2020). One of the key advantages of adopting a flexible budget is that it makes it easier for businesses to adapt to unexpected changes in income and costs. Another is that it makes it easier to compare actual results with those projected. Businesses may improve in sectors in which they are underperforming or overperforming by tracking their real performance. Because it accounts for both positive and adverse shifts in income and costs, flexible budgeting is the most realistic method of financial planning for a corporation.

Monthly Control Budget
Original Budget
	Particulars
	Actual (£)
	Original (£)
	Variance
	Favorable/Unfavorable
Variance

	Units
	80000
	80000
	
	

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

	

16,00,000
	

20,00,000
	

4,00,000
	

Unfavorable 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
	

Unfavorable Variance
Unfavorable Variance
N/A


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


Favorable Variance
N/A



Favorable Variance

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



Flexed Budget
	Particulars
	Actual (£)
	Original (£)
	Variance
	Favorable/Unfavorable
Variance

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

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

	

20,00,000
	

25,00,000
	

5,00,000
	

Unfavorable 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
	

Favorable Variance
Favorable Variance
Favorable Variance


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



[bookmark: _Toc118465891]ii) Using the control report prepared in (i) above, prepare a report on Amana’s performance during the year 2020:
Performance Report
The year has not gone well for Amana Ltd. Sales have dropped because of the limitations imposed on people due to the Covid 19 outbreak (Burrow, 2017). While Amana Ltd. had hoped to bring in £100,000 in sales, after all, their costs were accounted for, they only managed to bring in £80,000. Despite a 20% drop in selling prices to £20, they still face significant rises in unit cost owing to materials (£2.50 to £280,000) & manpower (£4 to £440,000). Expenses have gone up by 10%. With this, they've lost a total of 760,000 pounds (budget vs actual). Insurance premiums have increased from £100,000 to £170,000, representing the sole adjustment in the firm's overhead expenses. The annual wage of a full-time warehouse manager has decreased from £50,000 to £35,000, a decrease of 20% (Seal, 2019). The firm was able to offer souvenirs at a cheaper price while retaining the same amount of units sold, therefore their flexible budget was much more precise than their initial budget. Amana's real outcomes are disappointing. Although unit sales have increased, expenses remain out of hand. We have a firm grasp on the fixed costs. Profitability as a whole has fallen short of expectations (Garrison, 2021). The current income and expense structure of Amana Ltd. isn't as lucrative as it was in previous years. Amana Ltd. would be wise to shift its marketing efforts from targeting certain markets (such as the tourist sector) to targeting consumers directly. The business has to find ways to lower per-unit expenses and find less expensive sources of raw resources. If they want people to keep purchasing their souvenirs, Amana Ltd. could wish to cut costs generally. It was predicted that souvenirs should sell for £25 each, but Amana Ltd. is only selling them for £20 each. A loss of £760,000.00 is the end consequence (budget vs actual). A rise in both direct and indirect expenditures was a major contributor to this setback. The only way for Amana Ltd. to stem the tide of declining profits is to shift its strategy from targeting specific markets like the tourist sector to responding to consumer demand in general. They need to lower unit prices and look for cheaper alternatives to the same ingredients and supplies. The price of Amana Ltd.'s wares may need to be lowered across the range if the company wants people to keep purchasing its souvenirs, and the company would be wise to explore other markets in order to diversify its income stream (Garrison, 2021). Tourism & Amana Ltd. in particular has taken hits from the Covid-19 outbreak, but there is an opportunity for improvement if the organization is willing to make the appropriate adjustments.
[bookmark: (iii)_Provide_recommendations_to_Amma’s_][bookmark: _bookmark4][bookmark: _Toc118465892]iii) Provide recommendations to Amana’s CEO on areas of improvement:
The Chief Executive Officer of Amana Ltd. is in need of some specific initiatives that would assist her organisation in recovering its standing after the challenging period that it has been going through. In this situation, maximising income via increased unit sales at a higher average selling price while decreasing variable expenses is a top priority (Seal, 2019).
Increasing Amana's profits may be done in a number of ways:

1. Raising their offering price for every unit from £25 - £30 without making any changes to the variable costs will result in an additional contribution of £2 per unit, which will ultimately amount to a total gain in income of $40,000. But this choice may not be optimal since it might reduce Amana's sales and therefore its inventory. This is not a viable choice.
2. Raising the sales price between £25 to £30 and decreasing variable expenditure from £20 each unit to £12 would raise the contribution per unit by £8, for a total gain in income of £80,000. This choice will aid in lowering losses and increasing payments for Amana's fixed costs. This is the preferred action to take.
3. Offering temporary price cuts of (£25-£5) may be a smart marketing move that can boost sales and perhaps bring in new clients who were previously priced out. However, this choice may leave the firm with a huge quantity of souvenirs that go unsold after the end of the term, eating into its working capital. So, it's clear that this isn't the best choice.
4. Amana can raise £100,000 in income while cutting costs by selling mementos to consumers who were unable to visit businesses due to lockdown. Therefore, this plan of action is suggested.

There are several strategies for lowering variable expenses, such as:

1. Lowering materials' variable prices from £2.5 per unit to £2 per unit, with other factors being held constant (selling price & labor costs remain unchanged). Increased revenue of £(20,000) is the result of a better contribution margin of £(0.5) per unit. But this might lead to subpar work and ultimately hurt client happiness. It is not suggested that you go this route.
2. If we assume that all other factors remain the same, we may reduce annual variable expenses by £120,000 by reducing the amount of full-time warehouse personnel from 4 to 3. As a result of less losses and more contributions to Amana's fixed costs, this plan of action comes highly recommended.
3. Reducing fixed expenses by £30,000 annually is possible by lowering overhead from £1.50 each unit to £1 per unit. However, this may not be a viable choice since certain of the overhead expenses are essential to the company's operations (e.g., insurance). This is not a viable choice

Increasing income while decreasing variable expenses is a top priority for the CEO of Amana. The abovementioned choices may aid in accomplishing these goals while also strengthening the business's financial standing (Morse, 2018).












[bookmark: PART_B][bookmark: _bookmark5][bookmark: _Toc118465893]
[bookmark: Report_to_Mr._Amana][bookmark: _bookmark6]PART B
[bookmark: _Toc118465894]Report to Mr. Amana
[bookmark: Conclusion][bookmark: _bookmark7]Mr. Amana has made a wise choice by deciding to shift 50% of their business to the online platform. It's unlikely that his company's Brighton, Birmingham, and Manchester locations could serve more than a small fraction of the populations they're located in (Lee, 2018). Whilst the existence of these establishments would likely result in a more devoted client base for Amana Souvenirs, the likelihood of expanding into new consumer bases would be minimal, and the costs involved with doing so would be significant. Amana Souvenirs seems to have the potential for enormous growth by diverting half of its forecasted sales via an online approach that focuses on the United Kingdom, Europe, and the United States. Similarly, it may plan to relocate or modify its existing brick-and-mortar locations to better serve its domestic clientele and its most devoted customers (Morse, 2018). Mr. Amana, the proprietor, has the option of selling on Amazon and opening his own e-commerce website. The corporation has weighed the costs associated with both options before making a final decision.
In terms of setting up their own online store: Amana has estimated that they will need an initial sum of £10,000 for start-up expenditures to establish their own internet shop, plus an additional sum of £100 each month to maintain it. The company were also thinking about paying a full-time developer £35,000 annually (Jiambalvo, 2018). Because of the individual's incessant demand for guidance and supervision, it would merely increase the workload across the company. Furthermore, there is the distribution network cost to consider. A distribution network for consumers in the UK, Europe, and the US is expected to cost £150,000. When everything is factored in, it becomes clear that Amana needs £295,000 to launch their own internet shop, which might result in an increase in sales.
Alternatively, if they were to sell on Amazon: If Amana chooses to sell through Amazon instead, the company has to account for Amazon's £50,000 fulfilment expenses. It is also predicted that Amana would just reach assured sales of 65,000 items on Amazon because to the high degree of competition amongst merchants on the marketplace (Horngren, 2019). However, this estimate may be revised upwards based on consumer demand. Back at the numbers, we find that Amana would have to shell out £50,000 to have their wares marketed on Amazon. If the firm decides to sell via this e-commerce behemoth, the total cost will be £100,000. Overall, selling through Amazon would be less expensive for Amana's startup. It's probable, though, that their revenues and returns will be smaller than they would be if they had their own e-commerce website. On the other hand, if the business decides to launch its own online shop, it may have more success in terms of both sales and earnings. This is because they will have total say over the products they provide, the prices they set, and any applicable return policies (Jiambalvo, 2018). Mr. Amana has to give serious thought to all of his options before settling on a location from which to sell his goods. He may make the most profitable decision for his business by comparing Amazon's marketplace to his own online shop.
Taking into account the aforementioned considerations, Mr. Amana would be wise to give Amazon's marketplace a try for at least a year or two before exploring other options. Whereas this seller arena is sure to be crowded, it will allow Mr. Amana to get accurate data on how well his goods are received in the target markets so that he can tailor his promotional efforts to boost brand recognition and consumer loyalty (Horngren, 2019). After Mr. Amana has spent the first year to two building up demand for his product in the targeted market, he may think about moving Amana Souvenirs to its own webshop












[bookmark: _Toc118465895]
Conclusion
The findings of this report indicate that an essential component of every company is its management accounting system. It assists organizations in monitoring their financial performance while also making choices based on accurate data, both of which are beneficial to the company’s profitability. Management accountants make use of a wide variety of tools and methods in order to gather and analyze monetary information. This information is then used by management accountants in order to give company owners and managers insights and suggestions.
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