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[bookmark: _Toc102071007]Introduction 
Management Accounting concepts are typically launched for formulating an advancement regarding financial development and reporting principally as well as controlling the choice of supporting characteristics in a comfortable method (Edmonds and Olds, 2013). Management accounting is the element of the budgeting process that establishes long and short-term objectives for organisations and assists internal operations with cost estimating, budgeting, expenditure control information, and some other performance reports (Hilton and Platt, 2013). In contrast to management accounting, financial accounting is the process of conveying corporate information and outcomes to external users. Management accounting assists managers in ensuring operational efficiency and successfully responding to diverse financial situations (Horngren and Harrison, 2018). In this report, some management accounting practices such as budgetary control, variance analysis, and costing approach will be shown for Amana Ltd. 


[bookmark: _Toc102071008]Part A
[bookmark: _Toc102071009]1. Monthly control report outlining the original budget, flexed budget and variances
Management accounting is a type of accounting that integrates financial and non-financial data to help management with planning, forecasting, and decision-making, as well as producing a consistent financial reporting system (Drury, 2015). Various accounting latest development aid in performance assessment, and budgetary control techniques provide a clear picture of operational performance to the corporate organisation (Horngren and Harrison, 2018). Because cost information is so important in establishing the cost and price of products, management accounting pays special emphasis to reduce costs and increase profits.
A budget plan is a numerical structure for acquiring and using assets over a predetermined period. People develop family spending plans every month to balance their salaries with their expenses for food, clothing, and accommodation, as well as a few investments. The budgeting concept is also being utilised to determine the degree of the cost estimate, including financial sustainability, with the primary goal of efficiently establishing general operational accountability (Edmonds, 2017). 
Furthermore, the concept of standard costing was created to create a systematic distinction between "current and planned firm performances linked to costing, revenue, and operational context as well," enabling growth, including operational improvements, to be launched (Horngren and Harrison, 2018). Presentations of budget often portray the declared strategy of company management while also taking market initiative and commercial competency into account. Management must also be present when the company's real budget is presented (Edmonds and Olds, 2013). It is primarily concerned with operational accountability formulation to successfully create overall growth, including operational sustainability plans of individual firms (Hilton and Platt, 2013). 
[bookmark: _Hlk101119853]Budgetary control assists firms in regulating the manufacturing and other costs to achieve maximum output while also establishing cooperation across various divisions (Horngren and Harrison, 2018). A budget is an estimate of income and costs for a given period that is measured and recast after a specified period (Drury, 2015). Budgets are financial projections of future revenues, assets, the volume of sales, expenditures, expenses, and cash flows. The original budget of Amana Ltd is represented here:
The original budget of Amana Ltd
[image: ]
A flexible budget is often used to achieve a favourable degree of alteration related to performance efforts, primarily with the help of growth initiatives, together with operational development initiatives, which are established (Hilton and Platt, 2013). It is also used to regulate the organisation's level of operational consistency, so that positive operational responsibility may be addressed (Edmonds and Olds, 2013). Flexible budgeting is especially beneficial in businesses where costs are closely tied to the many levels of activity and where it was planned for the various phases that can be attained (Edmonds and Olds, 2013). 
[bookmark: _Hlk101119793]Furthermore, flexible budgeting is a good management control tool. Loss can be avoided if business activities are run more effectively. A flexible budget helps to reduce costs by setting goals based on outcomes before incurring costs (Horngren and Harrison, 2018). Flexible budgeting ensures that all a company's activities and divisions are coordinated. In line with Amana Ltd's current marketing efforts, the following flexible budget plan has been established. The flexible budget of Amana Ltd is represented here:


[bookmark: _Hlk101122077]Flexible budget of Amana Ltd
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A considerable volume of profit is often noticed concerning the currently defined method, suggesting a net profit volume of 455000 as well as a contribution level of 760000 units in all, for £9.50 each unit. It merely shows a huge variance in terms of current business performance.
Variance analysis evaluates the difference between the actual and budgeted outcomes of a certain work or manufacturing facility (Edmonds and Olds, 2013). It is one of the most often used instruments for budgetary management. It investigates the fundamental causes of the deviation from the planned result and how this variation impacts operational and business performance (Horngren and Harrison, 2018). A variance budget is a method of monitoring corporate performance through budgeting. This tool allows management to discover significant amounts of variation in the functioning of several sectors (Kaplan and Atkinson, 2015). Sectors with a larger variation in actual results from the allocated budget may be traced using variance analysis, and efforts can be made to reduce the gap. Management can pay extra attention to sectors that are experiencing serious issues (Hilton and Platt, 2013).
Variance analysis has several drawbacks, including the requirement for a considerable length of time, the inability to determine the cause of the variance, and the occasional omission of a considerable amount of variance (Hilton and Platt, 2013). About Amana Ltd's current business performance, the variance analysis technique employed is outlined below.


Amana Ltd
Variance Analysis
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*F = Favorable
*U = Unfavorable
Note:
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In the variance analysis, both activity variance and cost variance have been shown separately. Since comparing the actual cost to the static budget is entirely irrational because the static budget used an entirely different unit quantity (£100,000), while the unit was lowered (£80,000) due to the COVID condition. All favourable differences in the control report can be noticed if the actual cost is compared to the static budget (Kaplan and Atkinson, 2015). So, to address the cost fluctuation, we ran a variance analysis here between a flexible budget and the actual cost. There, it can be observed that materials have a negative variance, with a true cost increase of £80,000. Labour expenditures have grown by £120,000 as a result of the actual amount sold. However, the building cost has been reduced by £200,000. In terms of fixed costs, we can also find a reasonable budget. Even though we know that fixed expenditures remained constant while units varied. The lockdown, on the other hand, has reduced this company's fixed expenditures by £45,000. Rent was dropped by £30,000, but the supervisor's salary was reduced by 15,000 pounds. Both happened because of the lockdown since there were no tourists, thus there was no need to pay further rent for the warehouse, and on the other hand, the supervisor's income was decreased by £15,000 as a result of the business's loss. Material and labour expenses have grown as a result of the outbreak.
[bookmark: _Toc102071010]2. Performance Report
The applied idea of the budgetary report is generally launched by an organisation to identify the areas of company performance where substantial controlling methods must be made, according to the fundamental accounting method of business costing performances (Kloock and Schiller, 2016). The fundamental development of any firm's operational accountability plan may be effectively launched with the support of the primary controlling function, which essentially offers a systematic examination of accounting expansions and optimization (Edmonds and Olds, 2013). It may also have a favourable impact on the operational formulation of corporate performance, depending on how well the firm's overall performance management is implemented (Labunska et al., 2017).
Amana Ltd's management was necessary to commence a considerable volume of development connected to company strategy formulation, principally so that the operational accountability approach to business performance could be begun quickly, following the business' calculated budget method. According to the current marketing structure, current company management is necessary to develop a positive controlling approach, primarily concerning productive aspects, for the total volume of business finance approach to be handled sustainably (Drury and Tayles, 2012). Given the current operational method, managerial parties involved in such operations may think of launching special controlling performances associated with unit pricing formulation as well, to efficiently keep the overall volume of the firm's variable costing structure. The total volume of production units must be expanded methodically to successfully extend the company's overall growth, including revenue performances (Edmonds and Olds, 2013). Aside from that, current company management should be given a special focus on fixed expenditures.
Controlling efforts may also be organised logically via the maintenance of such possible capacity of firm performance management, including an optimal approach to successful operations’ processing (Kloock and Schiller, 2016). Concerning current marketing performances, business managerial potentials are required for establishing sustainable development maintenance concerning warehouse processing, notably with the assistance of which general growth and company operational formulation may be effectively created. 
[bookmark: _Toc102071011]3. Recommendations to Amana’s CEO
It is widely acknowledged that business management is required to launch some significant development approach via the establishment of such ideal company growth and performance sustainability are also built in a positive order (Edmonds and Olds, 2013). Some recommendations to the Amana’s CEO are mentioned below:
1. A significant amount of change is generally observed concerning current budget initiatives and actual business performance volume, indicating that current business management should initiate a control mechanism regarding product pricing (Edmonds and Olds, 2013). They should increase their product price without the increase in variable cost so the contribution margin, as well as revenue, will increase. 
2. Furthermore, to launch a massive marketing demand and supply volume, management must expand the total selling and production volume. In addition to the current marketing structure, current business management is needed to develop striking promotional and advertisement campaigns through STP analysis (Drury and Tayles, 2012). 
3. The operations division must place a substantial emphasis on strategic development via the application of such fundamental potentiality as well as general operational management improvement (Kaplan and Atkinson, 2015). 
4. According to modern marketing objectives, the company must also be informed of competitive business environments. Aside from that, management must be concerned with the overall performance of the company (Kloock and Schiller, 2016).
5. Prioritising online performance more than the physical store will reduce the fixed cost for Amanas and increase revenues significantly. 
6. The company can reduce the variable cost which will increase its gross profit (Drury and Tayles, 2012). Also, decreasing the number of full-time staff will decrease the fixed cost significantly. 
In terms of the organisation's basic operational approach to business, several challenges arose, notably as a result of the cause for lockdown, which had a detrimental influence on the core business operational contributions. In terms of the existing operational strategy, management should be concerned about organisational capabilities, including an operating optimisation approach, especially if a basic growth plan, including operational responsibility, is to be effectively built (Horngren and Harrison, 2018). The firm's basic operational development may be properly governed and moulded efficiently by implementing the sustainable initiatives.


[bookmark: _Toc102071012]Part B
[bookmark: _Toc102071013]Report to Mr Amana
During incremental analysis, the organisation must involve in significant growth activities, such as the study of financial facts relevant to the company, to provide a sustainable growth plan, including a positive operational development approach (Drury and Tayles, 2012). Mr Amana's cost analysis is being used. According to current information, the present owner, Mr Amana, intends to launch the online business contact method primarily to achieve an orderly approach to business performance supervision. 
[bookmark: _Toc102071014]Plan A: Launching own website 
Managers may quickly and fully simplify commercial processes by using online trade initiatives (Rayburn and Rayburn, 2017). Management has settled on two key choices for conducting online trading transactions to release this plan: utilising their very own website launching or the assistance of amazon services (third-party participation). The cost comparative analysis technique was established by management primarily to apply the main strategy of comparison between those two alternative alternatives. In terms of current business performance, management will suffer considerable expenditures if it chooses the first alternative for processing online commerce efforts with the help of its website performances (Kloock and Schiller, 2016). According to the current pandemic situation, most organisations have begun a systematic approach to online trade contact to maintain this as a supporting and general accounting development, including operational formulation. To launch the own website, the estimated cost should be as follows:
[image: ]
From the above computation, it is evident that to sell the product using the newly launched website will require an investment of 235000 as total expenditure, mainly for the appointment of website handling, delivery network, and salary of the IT experts. However, this option has a significant growth opportunity as sales might reach as high as 100000 units which will ensure sustainable business growth and improve organisational performance. 
[bookmark: _Toc102071015]Plan B: Selling at Amazon 
In contrast, if the management allows third-party involvement, such as Amazon, to commence the complete online dealing operations, the company will be compelled to pay roughly £50,000 in "Amazon fulfilment costs." Selling at Amazon is less costly if we think from a short-term perspective, but it is notable that this option will ensure a guaranteed sales of 65000 units which are far below the first option. Moreover, Amana must face a high level of competition, they will have no control over the pricing as well as sales returns which will increase operational costs (Kaplan and Atkinson, 2015). Thus, to sell via third-party online transaction initiatives, a substantial level of problems can be recognised related to a lack of supervisory method overpricing and return policies, this all will increase operational costs making operations challenging, critical, uncertain, and stressful (Chapman, 2018). Achieving organisational goals might be uncertain if the business must struggle to capture a significant customer base.
As part of the same plan, the preservation of such operational formulation may also give general advantages connected to the company's performance management development in a helpful way, which offers a fundamental development including operational sustainability in a helpful way (Kaplan and Atkinson, 2015). If management launches third-party online transaction efforts in an organised method, the amount of firm efficiency improvement may be begun in a justifiable method. Most retail organisations at the time, including Tesco, ASDA, and Sainsbury's, were used to depending on online trade success to drive overall growth and operational accounting performance. Moreover, efficient management is also essential to ensure orderly progress via operational responsibility, thus, the key method of firm operational progress may be governed by a supporting approach (Nobes and Parker, 2018). According to recent accounting developments, if the management of this is intended to enhance overall company performance, then access to the business through online trading activities may also be seen as productive, mostly for supporting promotional objectives (Rayburn and Rayburn, 2017). Thus, Amana can think of launching their website as it is more certain, smooth and Assurant of the business growth despite incurring a high initial cost. 



[bookmark: _Toc102071016]Conclusions
The fundamental necessity of an accounting concept was developed to control basic development, including operational competence, primarily with the assistance of which general growth and operational development of the organisation may be properly regulated (Edmonds and Olds, 2013). Several issues developed in terms of Amana's fundamental operational style of management, most notably because of the reason for lockdown, which had a negative impact on the business operations operational contributions. Amana's Management should be concerned with organisational skills, including an operating optimisation approach, in terms of the present operational strategy, particularly if a basic growth plan, comprising operational responsibility, is to be successfully constructed (Edmonds, 2017). By executing the sustainable efforts, Amana's core operational development may be appropriately regulated and shaped effectively.
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Particulars Units_| per unit [ Amount | Amount
Sales 100000] 23] 2500000
[Less: Variable expenditure

[Direct material 100000 23] 250000)

[Diect Labour 100000] 4| 400000]
[Overhead 100000] 15| 150000]

[Total cost 3 800000)
|Contribution 100000] 17, 1700000]
[Less: Fixed expenditure

[Warchouse rental 200000
[Insurances 100000]

[Fulfime warchouse supervisor salary 50000)

[Total Fixed cost 350000
[Net profit 1350000
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Particulars Units | per unit | Amount | Amount
Sales 80000 20, 1600000
Less: Variable expenditure
Direct material 80000 3.50/ 280000
Direct Labour 80000 5.50| 440000
Overhead 80000 1.50[ 120000
Total cost 10.50; 840000
Contribution 80000 9.50. 760000
Less: Fixed expenditure
'Warehouse rental 170000
Insurances 100000
Fultime warehouse supervisor salary 35000
Total Fixed cost 305000
Net profit 455000
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[Particular Original Flexible Actual cost Activity Cost
budget (1) | budget (2) 3) variance Variance
a-2) @3)
[Units 100,000 80,000 80,000
Sales 2500000 1600000 2000000 900000 (F) | 400000 (U)
Variable cost
Materials (Note 1) 250,000 200,000 280,000 50,000 (F) |(80,000) (U)
[Labor (Note 2) 400,000 320,000 440,000 80,000 (F) [(120,000) (U)
Overhead (Note 3) 150,000 120,000 120,000 30,000 (F) -
800.000 640.000 840.000 160.000 (F) ((200.000) (U)
Fixed cost
Warehouse rent 200,000 200,000 170,000 - 30,000 (F)
[nsurance 100,000 100,000 100,000 - -
Supervisor salary 50.000 50.000 35.000 - 15.000 (F)
350.000 350.000 305.000 - 45.000 (F)
[Total overhead cost | 1150,000 990,000 1145.000 160,000 (F) | 155,000 A1)
Net profit 1350000 455000 1010000 895000 (F) | 555000 ()
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Note 1: Materials cost

Original budget = (100,000%2.50) = 250,000,
Flexible budget = (80,000%2.50) = 200,000,

Note 2: Labor.

Original budget = (100,000%4) = 400,000.
Flexible budget = (80.000%4) = 320,000.

Note 3: Overhead

Original budget = (100,0001.50) = 150,000,
Flexible budget = (80,000*1.50) = 120,000,
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Particulars Amount

|Cost of setting up delivery network 150000]
|Cost of upgrading current website to handle large vohume of sales 50000)
Salary of a fullfime IT programmer 35000

[Total cost 235000]
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