




Management Accounting





Student name: Moisiu Maria-Alexandra
Student id:1921255

Table of Contents
Introduction	3
Part- A	4
Part- B	9
Conclusion	11
References	12



[bookmark: _Toc99539563]Introduction
The effective understanding of the relative factors of budgeting of the business will be provided in the report. It will also provide effective understanding of the actual and flexible budget of the company and help in enumerating the relative factors raising the budget of the company. The reports will also provide effective recommendations to Amana ltd. to decrease its overall expenses. Along with this the report will also provide effective understanding of the company’s decision to go online and earn a substantial amount of profit for the company. The effective computations of the profitability for both the cases will also be provided in the report. 
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“Control report of Amana Ltd showing the original budget, flexed budget and variance”
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Table 1- “Amana ltd budget report”
(Source: created by learner)
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Table 2- “Flexible report”
(Source: created by learner)
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Table 3- “Flexible budget report”
(Source: created by learner)
The relative table that is formulated in the above scenario does help in effectively tracking down the literal report of Amana Ltd. The effective report of such nature helps in the managerial decision making process of the company or the business entity and helps in ensuring higher effectiveness of the company or the business entity. In the relative context of the report made above, the effective original form of the control has been showcased here along with the flexible budget of the company. The relative understanding of the fluctuation in the primary budget or the actual budget of the company in comparison to that of the flexible part is reflected in the variance part column of the report. This further helps the company to effectively apprehend the relative assumptions the company can attain with the relative incremental understanding of the report (Erlina and Muda, 2017). 
The relative cost of a company or a business entity that tends to increase or decrease with the passage of time is effectively regarded as variable cost of the company or the business entity. For the company in order to ensure higher operational efficiency and effective managerial status the company must incorporate effective structural design that will further help in attaining the variable expenses of the company much more effectively and accurately. In the report materials acquired by Amana ltd has been considered as variable costs as it has to be acquired by the management of the company externally and with the passage of time and several other delusional factors the cost of the procurement of materials and change. Along with this the materials are required by the company in regular manner but the amount of material is not fixed therefore this particular item is considered in the variable expense section of the report. Along with this the cost of procuring labour is also included in the variable cost, the labour charges are included in this section as labour charge is directly charged to the company and has the tendency to change with the effective inclusion of time. Along with this the relative aspect of perpetual development of the company can only be attained with the help of understanding the contribution and the total overhead cost the company has to pay. The overhead and the contribution is generally dependent upon the relative sale made by the company in the year or the relative period of operation. And as the sale of products is not fixed in nature therefore such costs are also considered as variable in nature (Wiguna et al., 2019).
The effective fixed cost of operations of the company is effectively considered as the primary cost of the company that it has to bear irrespective of its operations. The fixed costs are perpetual in nature and the company has to pay it on a periodic nature to effectively manage and maintain the overall operations of the company or the business entity. The effective cost that falls under the category of fixed cost does not have the tendency to change in periodical manner. According to the understanding of cost it can be said that everything or every commodity that has a price tag has the tendency to change. However, the fluctuation of the fixed cost is considered very much nominal in nature and does change after the completion of a full cycle of operation.
The flexible-budget is the interim budgetary report of a company or a business entity that has the capability to increment or decline with the relative passage of time and primary focus upon the level of production and selling of the commodities of the company. In accordance with the relative understanding attained, the variance in the relative value presented in the actual budgetary report and the flexible budgetary report is reflected in the variance section of the relative table (Akbar et al., 2022). 
The effective understanding of the relative budgetary report of the company providing the overall estimation of the expenditure to be incurred by the business for maintaining a certain level of production or selling in the company is considered as a flexible budget. In accordance with the overall operations of the company the actual budget of a company or a business entity helps in effectively reflecting the overall cost of maintaining operations of the company and ensures that all the relative costs of the company are managed eloquently. The budgetary report also helps in explaining the relative future outcomes of the company for the selected period of time and ensures higher operational diligence and effective development of the company or the business entity considered in the relative budgetary report (Dewi et al., 2019). 
Relative effectiveness of Amana Ltd.
The effective understanding of the report prepared for the company in the first part of the report helped in understanding the relative developmental aspect of the company for the current year of operations. In the report the management of the company estimated that it will be effectively selling hundred thousand quantities of the product. However, in the current scenario of operation the company was only able to sell eighty thousand products or services. In the effective understanding of the report and other relative operations of the  business it can be effectively ascertained that all the relative aspects of the business are managed in a significant manner. The effective understanding of the business and the serenity of the business also describes that with the decline in the sale of the company according to the operational budget of the company the effective cost of “raw materials was effectively incremented by a margin of 30k from 250k” in the actual budgetary report. The effective operational overhead costing of the company will be much higher and the relative costing of the company is considered to be one of the effective ones that declined 540k in the actual report of variance. In accordance with the estimation provided, the company rent and salary of the individual employees also declined by 30k and 15k respectively.
The relative recommendation for the owner of Amana Ltd to enhance the performance of the differential areas of operations of the company
The effective understanding of the company has provided the view that the company is very much profitable in its own managerial and operational decisions. The effective understanding of the company provided the relative view that all the effective operations of the company have been not as estimated but the cost of relative operations of the company is much on the positive side. In accordance with the observation made, the relative enhancement of particular services and operations of the company will further help in enhancing the relative benefits of the company. In accordance with the observation made it can also be enumerated that several other relative aspects of the business and differential proposition of the company will further be enumerated with the cause of the company as whole. 
Effective recommendation for declining the material expenses
Utilisation of substitute products- There are a large number of individual products and for this large number of differential substitute raw materials can be utilised. This helps in apprehending the relative growth aspect of the company and increasing the margin of profit.
Reducing the relative waste- Another significant method that helps in maximising the profitability of the company or the business entity is the process of waste reduction.along with this overall waste can do gets expanded with the relative increment in with the overall production of the company. Therefore, this will effectively help in reducing the relative expense of the company to an extent and maximise the overall profits of the company (Ali, 2020).
Diversification of distributors- Keeping a lot of distributors will further help the company in minimising the effective monopoly of operations of the distributors. Along with this it will also help in effective production of services of the company in a much effective manner. In accordance to the relative operations of the company there are several individual factors that help in ensuring higher operational range and maximisation and effective development of the business.
Reduction of the labour cost
Overtime reduction- Overtime helps in maximising the effective productivity of the company and with higher productivity higher cost of labour will also come around. To the extent of relative development of the business or the effective maintenance of the company the relative aspect of business development several expenses arises. 
Part-time individual- The effective utilisation of part time individuals helps in managing the cost of employee retention in a limit and help in maximising the output of the organisation in a coherent manner (Ghisellini et al., 2018).
Introduction of technology- With the incorporation of technology in the organisation the relative output of the company can be maximised with the relative decline in the expenses of the company.
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Analysing the effective decision of Amana ltd to go online
Putting a business online helps in attaining a significant benefit, and it equivalently helps in developing the operations of the company much more effectively. Amana ltd is a commercial business that is run and operated by the members of the family, and are doing the same for the last 40 years. The company primarily does business in souvenirs that are unique in nature and their target customers are the foreigners. In accordance to the observation made it can be effectively apprehended that post market reallocation helps in developing the company in a much faster way therefore it has decided to go online.
The relative reason of going online are -
· The online market is considered as one of the largest markets and the number of customers available online is very large. So, there is a high possibility that all its products are effectively sold in a quick manner. Digitally selling products reduces various extra costs and helps in maximising revenue.
· The relative opening of business online helps in relating the effective growth of the business very much effectively and with the effective reduction of several other extra services of the store helps in reducing the cost of operations of the business. E-commerce is considered a place where the relative products are sold without carrying out any display of outward display and it further creates an illustration of cost cutting benefits.
· With the effective development of technology and advancement of several significant factors of operations the overall user base have shifted online. Therefore, selling products online does help in purchasing products much more effectively and effectively.
· Data analysis helps in understanding the overall operations of the company much more effectively and relating the effective operations of the business to that of customers helps in understanding their needs much more effectively. Thereby, helping the company to develop and supply products according to the customer requirements.
· New consumer allocation- In accordance to the observation made it can be effectively ascertained that all the relative aspects of the customer can be effectively managed and apprehended effectively. And offering a fresh brand of products will help in attracting a huge client base effectively. 

The relative assumption of profitability of the company by going online (Website)
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Table 4- “Amana ltd financial profit report for own website”
(Source: Created by the learner)
The relative assumption of profitability of the company by going online (Amazon)
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Table 5- “Amana ltd financial profit report for Amazon partnering”
(Source: Created by the learner)
The effective analysis of the profitability of the company by going online from its own website can be effectively reflected that the company will attain a sales of 150k units costing 25 each. This will further create a cost of the company to around 235k and the company will further retain a provid of 3.5 million. Whereas, the company going online with amazon will generate a sale of 115k costing 25 each however the overall cost of operation will be 50k this will generate a profit of 2.8 million. This provides the relative view of the company that going online with its own website will generate much more profit for the company and enhance its overall performance.
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The effective understanding of the relative factors of budgeting of the business is provided in the report. It will also provide effective understanding of the actual and flexible budget of the company and help in enumerating the relative factors raising the budget of the company. The report also provides effective recommendations to Amana ltd. to decrease its overall expenses. Along with this the report also provides effective understanding of the company’s decision to go online and earn a substantial amount of profit for the company. The effective computations of the profitability for both the cases are provided in the report. 
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Amana Ltd Flexible Budget report for the year ended 315t dec 2021

Particulars Flexible budget  Actualbudget  Variance  Favourable
Units 50,000 50,000
Selling Price 25 20
Sales 20,00,000 16,00,000
Variable Cost
Materials 2,00,000 2,80,000 80000 Unfavourable
Labour 5,20,000 440000 120000  Unfavourable
Overhead 1,20,000 1,20,000 o Nl
Contribution 13,60,000 1160000 2,000 Favourable

Fixed Overhead

Warehouse Rental 2,00,000 1,70,000 30,000 Favourable
Insurance 1,00,000 1,00,000 o Nl
Fultime salary(safi) 50,000 35,000 15,000 Favourable
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Amana Ltd Budget report for the year ended 31st dec 2021

Variane

Particulars. Original Budget  Actual Budget e Favourable
Units 100,000 50000
Selling Price 2 20
Sales 25,00,000 16,00,000
Variable Cost
Materials 250,000 280,000 30000 Unfavourable
Labour 4,00,000 4,40,000 40000 Unfavourable
Overhead 150,000 1,20,000 Favourable
Contribution 1,700,000 1,160,000 Favourable

Fixed Overhead

Warehouse Rental 2,00,000 170,000 30000 Favoursble
Insurance 1,00,000 1,00,000 o Nil
Fullime

Salary(Seaff) 50,000 35,000 15000 Favourable
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