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Executive Summary
Management accounting is a part of accounting where supervisors assess their current. The circumstance with their spending plan and real costs to see the outline circumstance if their organization before making any administrative decisions In this report, we analyse Mr. Amana's genuine organization enjoying his arranged costs, his adaptable spending plan, and his underlying financial plan. The examination will be led in the underlying piece of the report, and a more top to bottom report in light of the investigation will be made later, alongside a few likely proposals for Mr. Amana's thoughts. The second piece of the review will give an exhaustive assessment of Mr. Amana's decision to lead a business web-based, considering each of the expenses in question.
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[bookmark: _Toc119355190]Introduction
The aim of this report is to address the management of accounting of Mr. Amana that has been facing new problems in its business due to COVID-19. Hence, there will be made a control report on budget and recommendations will be made according to it. Management accounting entails delivering financial and operational data to the top brass so they can make educated business decisions. Budgets, projections, and reports on performance are all examples of the types of data that fall under this category (Atienza and Tabuena, 2021). The emphasis on making quick choices is a key tenet of management accounting. Daily operational choices, as opposed to more broad strategic ones, are where Management Accounting Information (MAI) shines. Costs, revenues, and profits are only few of the types of information that are commonly seen in MAI. The first section details Amana's Ltd.'s preparation of a monthly control report for 2020 and 2021, while the second section details the company's actual performance (Atkinson, 2019). In the second section, we advise Mr. Amana on whether they should launch his own e-commerce site or list their products on Amazon.
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Mr. Amana’s
Monthly Control Report
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To examine the status of the firm, we have produced a monthly control report that comprises a static budget, flexible budget, real cost, and variations in both situations of activity and cost management. There won't be any fad decisions made if we analyse the differences between how much we spend and how much we earn. The activity variation and the cost control variance of Mr. Amana's firm are both in positive. The following is a breakdown of the specified information:
Both a static and a flexible budget variance analysis have been completed. Variation in activities is shown by the gap between static and flexible budgets (Atrill and McLaney, 2018). Because the only difference between two spending plans is the cost of each item (100,000 and 80,000). We simply changed the unit quantity to analyze the activity fluctuation, and we discovered that whenever the unit price was reduced, the related variable expenses were likewise reduced. Despite the fact that changes in unit (activity) have no effect on total fixed costs, per-unit fixed costs have increased due to a 20,000-unit decline in units sold (Weetman, 2011). As a result, fixed expenditures per unit have increased.
The year has not gone well for Amana Ltd. Sales have dropped as a result of the COVID-19 pandemic's effect on people's aptitude to move about freely. With all of their costs covered, Amana Ltd.'s income falls short of their forecast at £80,000. Despite a 20% cut in selling prices from £25 to £20 per unit, they still have to deal with considerable unit cost increases ranging from £2.50 to £280,000 in increased material costs and £4 to £440,000 in increased labour expenditures.
Furthermore, we examined the monthly management report for cost control variance. For one thing, in the case of the static budget, a different unit amount was utilized (100,000), however in the event of the actual cost, the unit was dropped (to 80,000) owing to the COVID condition (Bromwich and Bhimani, 2020). If we look at the control report and contrast the original costs to the static budget, we will see only positive deviations (Horngren et al, 2019).
We examined the gap between the flexible budget and the real expenditures spent. This is where we see the negative difference in materials cost of $80,000. With the real quantity sold, the cost of labour has also risen by 120,000. Nonetheless, a savings of $200,000 was made in the building's creation. We may also see a well-balanced plan for covering fixed expenses. We are aware that fixed costs did not alter as a function of the new units. However, because of the shutdown, the corporation has cut $45,000 off its fixed expenses. $The rent was reduced by $30,000, while the supervisor's pay was reduced by $15,000 dollars. Due to the lack of visitors, there was no need to pay any more warehouse rent during the lockdown, and the supervisor's salary was decreased by $15,000 due to the predicted loss of the business.
Because of the pandemic, the price of both materials and labour went up. Most firms certainly did not operate in 2020, as we all know. Therefore, they have established or are running their firm with higher material and labour prices to make up for losses incurred during the COVID-19 period (Horngren et al., 2021). This has led to a rise in variable costs, even while revenue per unit is lower than anticipated.
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[bookmark: _Toc119355195]Recommendation on areas of improvement
The CEO of Amana Ltd. is struggling and requires specific steps to take to get the company back on its feet. The goal here should be to maximize profits by increasing sales volume and average selling price while decreasing variable expenses.
Amana can increase its revenue in a variety of ways:
· The material expenses for this firm have risen. They need a large selection of things that can be bought and sold, as well as raw materials to make the souvenirs themselves, because they are in the business of selling tourist trinkets. To cope with the inevitable ups and downs of raw material costs, they should establish long-term, mutually beneficial partnerships with their suppliers (Hansen, Mowen and Heitger, 2021_.
· A £25 rise in selling price and a reduction in variable expenses from £20 per unit to £12 will raise contribution by £8 per unit, for a total revenue gain of £80,000. Amana's losses may be cut and its fixed costs can be covered with the additional funds generated by this choice.
· The firm may analyze suppliers to decide which ones provide the most value for money. Following the screening of the suppliers, the firm may begin engaging with them to develop a mutually beneficial commercial agreement (Bromwich and Bhimani, 2020).
· Given that business as usual has not yet been established, they are free to negotiate terms with experienced workers who would be willing to make the souvenirs under contract.
· A yearly savings of £120,000 is possible simply by reducing the number of full-time warehouse employees from 4 to 3. The reduced losses and increased contributions to Amana's fixed costs make this a preferable course of action.
· Expenses that are categorized as overhead include those related to administration and sales (Hansen et al, 2021). They may save money by cutting back on overhead now that sales are down. Expenditures for general and administrative costs have been made as planned, indicating that these expenditures have been made even during the lockdown. In this way, a strategy might be developed for reducing overhead costs, at the very least during the epidemic.
· Due to the current circumstances, they can reduce warehouse rent as well. Sales are down, therefore there's no need to restock. As a result, given the current conditions, the corporation may either cut or further reduce its leasing spend.
· They need to take advantage of the growing online shopping sector to boost their sales. Since individuals are stuck inside during the lockdown, they are probably becoming bored and looking for ways to spruce up their homes. Because of this, they need to begin advertising their wares online immediately (Kassem, 2022).
It is clear that Amana's CEO must focus on increasing revenue while decreasing variable expenses. The options discussed above can help achieve these goals and enhance the company's financial situation.

[bookmark: _Toc119355196]PART B 
[bookmark: _Toc119355197]Report to Mr. Amana
Mr. Amana has made a wise choice by deciding to shift 50% of their sales to the web channel. Branch offices in Brighton, Birmingham, and Manchester would serve a relatively small population. While the presence of these establishments would likely result in a more devoted client base for Amana Souvenirs, the likelihood of expanding into other markets is minimal, and the costs involved with doing so are significant. If Amana Souvenirs is successful in shifting 50% of its expected revenue to an online model that focuses on customers in the United Kingdom, Europe, and the United States, the company stands to gain an enormous foothold in the souvenir industry. Concurrently, it can plan to reposition or renovate its existing brick-and-mortar locations to better serve its domestic clientele and its most devoted customers. Mr. Amana, the proprietor, must choose between selling his wares on Amazon and creating his own e-commerce website. The business has weighed the costs of each option before making a final decision (Campra, Paolo and Brescia, 2021).
Option 1: In terms of setting up their own online store
Amana has estimated that they will need an initial £10k for start-up expenditures, plus an additional £100/mo. to keep it functioning. Furthermore, the company's owners were thinking about bringing on a full-time programmer and offering them £35,000 per year in remuneration (Piccarozzi et al., 2021). This would be a burden on the company as a whole, as the employee would need ongoing management and guidance. In addition, there is the issue of distribution network expense. A distribution system for customers in the United Kingdom, Europe, and the United States is projected to cost £150,000. Adding together all of these costs reveals that Amana requires £295,000 to start their own internet store, which may result in increased sales.
Option 2: Alternatively, if they were to sell on Amazon
Amana would be prudent to budget for the £50,000 in fulfillment fees charged by Amazon. Due to the high levels of competition among Amazon merchants, it is also estimated that Amana would only accomplish guaranteed sales of 65,000 units. It's important to note that market demand will primarily determine whether or not this estimate is revised upwards (Halabi, 2021).
Before Amana's items could be marketed on Amazon, it would take a financial outlay of around £50,000. Using this online retail behemoth will cost the organization a grand sum of £100,000. Compared to other distribution channels, Amana would incur fewer overhead expenses if it chose to sell on Amazon. Their profits and returns are likely to be lower than they would be if they had their own internet store. On the other hand, if the company decides to open its own online store, it has a high possibility of increasing sales and making more money. This is because they will have total say over the products they offer, the prices they set, and any applicable return policies (Williams and Kollar, 2021).
When deciding where to sell his goods, Mr. Amana should give serious thought to all of the issues involved. He may make the most profitable business option by weighing the advantages and disadvantages of selling on Amazon and having his own internet store.
Considering the foregoing, Mr. Amana would be well to focus on Amazon sales for the first year or two. It will encounter stiff competition in this seller sector, but it will also be able to give Mr. Amana useful information on how well his products are received in the target markets so that he can tailor his marketing strategies to boost brand recognition and customer loyalty in the long run. Mr. Amana might explore moving the Amana Souvenirs business to an online-only location if he has successfully established the brand in the target market and shown substantial growth in sales over the course of the first two years (Sefidbakht, Beytari and Raygan, 2021).
[bookmark: _Toc119355198]Recommendation
We conducted two evaluations for each conceivable course of action in order to be certain about the prospective earnings, and by using CVP, we were able to determine what the bare minimum number of sales should be in order to pay all of the alternatives' related fixed and variable expenses.
Since Amana is a brick-and-mortar establishment, it has no pre-existing internet infrastructure, making option 1 more expensive. The expense of hiring an IT specialist and carrying out the necessary upgrades is therefore inevitable. However, if it chooses to use Amazon as its online presence, it would incur lower costs, generate the same meager sales as it would through its own website, and reap far greater rewards than if it chose option 1.
Option 2 has significant drawbacks, the most significant being that the company will lose control of its pricing system and return system and will have to compete with fierce rivals on Amazon. However, in instance 1, there may be greater expenses, but this provides a bigger volume of sales, and some of the costs, such as upgrading costs, shipping prices, and so on, may reduce later, but this alternative will benefit the firm in the long term. They can keep offering this choice even after the COVID situation is resolved, and continue to serve their customers both online and offline.
In addition, they will be able to direct every aspect of it, and the improved website may entice customers to buy. For these reasons, I believe that Option 1 is the best course of action for Amana Souvenir, as it will help the company succeed in the long run, improve its efficiency and competitiveness, and expand its customer base.

[bookmark: _Toc119355199]Conclusion
The report is structured in a way to cover a control report showing the original budget, flexed budget, and variances. The report covers relevant information and apt measurements are done in the report. The findings of this report indicate that an essential component of any company is its management accounting system (Kumar and Zbib, 2022). It's useful for keeping tabs on a company's finances and making decisions that will have a positive impact on its bottom line. Management accountants gather and analyze financial data using a range of methods and approaches in order to provide relevant insights and ideas to business owners and managers.
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Particular Original | Flexible | Actualcost | Activity Cost
budget | budget(2) 3) variance Variance
(0] ad-2) (2-3)
Units 100.000 80.000 80.000
Variable cost
Materials 250,000 | 200,000 | 280,000 50,000 (80,000)
(Favorable)| (Unfavorable)
Labor 400,000 | 320,000 | 440,000 80,000 (120,000)
(Favorable)| (Unfavorable)
Overhead 150,000 | 120,000 | 120,000 30,000 (F) | -
800,000 640,000 840,000 160,000 (200,000)
(Favorable)| (Unfavorable)|
Fixed cost
‘Warehouse rent 200,000 200,000 170,000 - 30,000
(Favorable)
Insurance 100,000 100,000 100,000 - -
Supervisor salary 50.000 50.000 35.000 - 15.000
(Favorable)
350,000 350,000 305,000 - 45,000
(Favorable)
Total overhead cost 1150.000 | 990.000 1145.000 160.000 155.000
(Favorable)| (Unfavorable)





