[bookmark: _Hlk101532644]University of Wales Trinity Saint David
London Campus

Management Accounting

Assessment 2: 



Lector: Winifred Sorbie

Galina Gancheva 2022711



Date: 03/05/2022                                                                                       word count:





Contents:

Introduction									3
Management Accounting Control Reporting – scenario task Amana Ltd 
       Part A: Question 1						4
                   Question 2						4
                   Question 3						7
        Part B: Question 1						8
Conclusion									10
References									11
Appendices and Workings						12















Introduction:

In this assessment I will prepare control reports which show original, flexed and actual budgets. Calculating key variances will outline the unfavourable and favourable movements. It will evaluate decisions using relevant costing. Furthermore, it demonstrates decision making abilities under risk. 
The case study necessitates the creation of a monthly control report that includes the original budget, flexible budget, and variations. It will be used to assess Amana Ltd's performance throughout the pandemic year 2020. It will make business improvement suggestions to Amana's CEO.



Management Accounting Control Reporting – scenario task Amana Ltd 















Part A: Question 1
	Control Report for Amana Ltd
	
	
	
	

	Items
	Cost per unit
	Original (£)
	Flexed (£)
	Actual (£)
	Variance

	Units
	 
	100,000.00
	80,000.00
	80,000.00
	20,000.00

	Selling price
	25.00
	25.00
	25.00
	20.00
	5 UF

	Revenue
	 
	2,500,000.00
	2,000,000.00
	1,600,000.00
	(400,000) UF

	Variable costs:
	 
	 
	 
	 
	 

	Materials
	2.50
	250000
	200000
	280,000.00
	(80,000) UF

	Labour
	4.00
	400000
	320,000.00
	440,000.00
	(120,000) UF

	Overhead
	1.50
	150,000.00
	120,000.00
	120,000.00
	0.00

	Contribution
	17.00
	1,700,000.00
	1,360,000.00
	760,000.00
	600,000 UF

	Fixed overheads:
	 
	 
	 
	 
	 

	Warehouse rental
	 
	200,000.00
	200,000.00
	170,000.00
	30,000 F

	Insurance 
	 
	100,000.00
	100,000.00
	100,000.00
	0.00

	Fulltime warehouse supervisor salary 
	 
	50,000.00
	50,000.00
	35,000.00
	15,000 F

	Profit 
	 
	1,350,000.00
	1,010,000.00
	455,000.00
	(555,000) UF





Question 2
Using your control report from question 1, I would write a report on Amana's performance in 2020, based on the scenario. When comparing the differences between the original and actual budgets, there are a few elements to examine before making any recommendations. It does a position analysis. This entails evaluating where the business currency is in relation to where it wants to be as set forth in its overall vision and strategic objectives.
Paraphrase: Using your control report from question 1, I would write a report on Amana's performance in 2020, based on the scenario. When comparing the differences between the original and actual budgets, there are a few elements to examine before making any recommendations. It does a position analysis. This means assessing where the business currency stands in respect to where it wants to be, as defined by its overarching vision and strategic objectives.
Variances
We observe unfavourable deviations for revenue, materials, and labour when we look at the figures. As a result, the Contribution variance is in a negative position. Profits have been reduced significantly to less than half of the initial budget .Choose a strategic option and devise a plan. This requires selecting what looks to be the best of the courses of action, or strategies, identified in step 3) and formulating a long-term strategic plan, according to Atrill, Peter (2018). This strategic plan is typically broken into several short-term plans, one for each component of the company. These strategies serve as the foundation for budgets. A budget is thus a short-term corporate strategy – typically one year – that is expressed largely in financial terms. This role oversees translating the strategic plan. This job is in charge of transforming strategic plans into executable blueprints for the immediate future. Budgets will contain precise targets for items such as recipes and financial payments. Sales volumes and revenues for each of the company's items or services, broken down into numbers and prices. The specifications for thorough inventories must be examined.
Covid 19 and limiting factor
Due to Covid 19, Amana ltd may have decreased its pricing in order to enhance sales. Any business's income is determined by the selling price and amount sold. Amana Ltd cut its selling price in 2020, maybe in order to improve sales and remain competitive (Alegre and Sard, 2017). However, lowering prices to increase sales is not a sustainable approach, thus prices should be reassessed to guarantee long-term profitability. This is not a sustainable approach since it is a short-term promotional measure with a lower-than-expected profit.
There will be a limiting element that will prevent the company from reaching its full potential. Identifying the limiting issue early in the budget selling process will be beneficial. Make a budget for the limiting factor. This will have an impact on the firm's overall level of activity. Since previously said, the limiting factor budget is often the sales budget, as the ability to sell is typically the content on future growth. Atrill, Peter (2018 p205)
Costs
It is necessary to analyse why some expenditures are increasing. Is it a result of rules, and if so, what can be done? Material costs have soared. Because this is a product-based corporation, material costs will be a significant component of their cost structure and must be strictly handled. The cost of Amana's supplies has increased by 2020. Given that souvenirs are their primary product, they must keep material prices low without losing quality. (Weustink et al., 2000). It is recommended that Amana ltd consider moving to a less expensive supplier with a proven track record.
Budgets are typically seen to be beneficial in five ways. Budgets promote planning and the identification of short-term difficulties. We've already seen how a lack of production capacity might be identified during the budgeting process. If a potential production problem is detected early enough, all of the alternatives in the answer to maybe, extra methods of fixing the problem, can be investigated. Identifying the problem early allows managers to consider the best strategy for resolving it in a calm and rational manner. The perfect answer may only be attainable if action is taken ahead of time. Peter Atrill (2018 p202).
Furthermore, Weustink, E. (2000, p145) examines the cost control of the product. The costs may be calculated using the generic framework. In this method, the source of potentially high product prices may be identified. The framework allows for cost control of the product. To control costs throughout the design phase, a systematic process based on the values of the cost characteristics of the generic framework is utilised.
Extensive cost driving features have been found, and the outstanding cost characteristics of those elements are the costs of this element, which may be divided into material costs and manufacturing costs of a particular feature. The high-cost attribute material value on the component level may be related to material requirements on the feature and assembly levels, as well as the processes utilised. The value of the cost attribute processed at the feature level is influenced by the form of the feature or the material of the component. These factors may be tracked down using the generic framework. Product costs can be managed with this cost information, and product design can be successfully altered.
Sustainability
It is necessary to assess if the reduced warehouse and supervisor salaries are sustainable. According to Atrill, Peter (2018 p197), selling strategic plans is often a big activity conducted every five years, and budgets are typically determined annually for the next year. These time spans, however, may differ depending on the demands of the specific organisation. Businesses in certain areas, such as information technology, may differ depending on the demands of the firm.
Those in some fields, such as information technology, may argue that five years is an excessive amount of time to prepare because new advancements may and do occur extremely quickly. In this situation, a two- to three-year planning horizon may be more acceptable. Similarly, despite what appears to be an usual time span, a budget does not have to be for one year.
According to Weustink, E. (2000, p25), Modern business views all organisations, whether large or small, manufacturing or nonmanufacturing, public or private, profit or nonprofit, as requiring a wide variety of cost data in order to make day-to-day operational choices. Thus, the positive emphasis on analysis and interpretation) needs involvement in the dynamic phase of business—the present and future.
The dynamic phase is primarily concerned with planning (determining goals and ways for achieving them) and controlling (i.e., achieving conformity to established plans). Cost Accountants collect, integrate, aggregate, and analyse all financial data relevant to a business. Their major role is to guarantee that managerial decisions are made within the restrictions of the budget. They must forecast each project's financial performance. For this cost accountant, numerous aspects are taken into consideration, including the cost of raw materials, labour, transportation, and overheads, among others.
He will be in charge of establishing and executing effective management information and control systems, inventory control using mathematical models, investment analysis, project management, internal audits, and cost auditing, among other things. The cost accountant has one of the most important roles in the firm. The role of cost accountant analyst is one of the most important in business. Businesses must place a high importance on the function of an accountant analyst. The compilation of numerous reports for the benefit of internal stakeholders is the focus of cost accounting. All decisions made by management about the company's future are based on financial reports provided by cost accountants.



Question 3
The study will make recommendations for areas of improvement to Amana's CEO. According to Atrill, Peter (2018), it is valid that firms make future plans. Whatever a company's goals are, they are unlikely to be realised unless its leaders comprehend the company's long-term direction. The mission and vision statements outline the company's overarching purpose and what it strives to achieve. The strategic objectives translate them into specific future goals that will be utilised to assess actual performance.
Long-term contracts with warehouse owners are required to ensure that rental rates do not rise dramatically in the near future. Costs may be reduced by outsourcing production to low-cost nations. According to Weustink, E. (2000, p25), a cost accountant analyses material, labour, and overhead expenditures. To reconcile daily productions with accounting transactions and to plan the manufacture of new items. It also helps the controller find cost-cutting opportunities. To create new product costing as well as gross profit analysis for marketing in order to confirm feasibility and profitability before supplying samples and pricing to customers.
Lowering the cost of souvenirs may not be a long-term strategy. Managers can determine whether or not things are going as planned by comparing actual results against budgets. When actual performance falls short of expectations, action must be taken to recover control. In addition, Atrill, Peter (2018 p.195) To elaborate, managers may find it challenging to deal with a huge volume of information pertaining to a wide variety of possibilities. To prevent getting overburdened, they may limit the number of alternatives available and/or reject some information. Managers may also use sample ways to evaluate the volume of information presented in order to make the best judgments.
Based on the explanation of the planning process that we just met, the relationship between the mission, vision, strategic objectives, strategic plans, and budgets may be summarised. Atrill, Peter (2018 p.195) The mission and vision set the broad orientation, which is likely to last for a long time - maybe throughout the organization's life. Long-term strategic objectives will translate the purpose and vision into specific, often quantitative goals. The strategic plans specify how each goal will be pursued, and the budgets establish the short-term strategies and targets needed to fulfil the strategic goals.
As part of this strategic approach, passing a certain stage of the course may be defined as the goal for the coming year. The budget is equivalent to this short-term aim.
Forecasts are really useful for the plane/budget – setting. If, for example, a reputable forecaster estimates the amount of new autos acquired in the UK over the next year, a manager at a car manufacturing firm will benefit from considering this while selling next year's sales budgets. A prediction, on the other hand, is not synonymous with a budget. Budgeting can be done on an ongoing or one-time basis. According to Atrill, Peter (2018, p.199), a periodic budget is developed for a certain time period (usually one year). Managers create yearly budgets and then let them run their course. However, in order for the budget to be carried out, it may need to be altered.
Although the budget may need to be changed on sometimes, creating periodic budgets is mostly a one-time task that must be completed during each fiscal year. A continuous budget, as the name suggests, is one that is continually updated. We've seen that a yearlong budget is sometimes broken into smaller irreal (usually monthly intervals) to help control the operations of the organisation. A continuous budget will include the most recent month, ensuring that a budget for the whole planning period is always available. A continuous budget is also known as a rolling budget. While continuous budgeting encourages forward-thinking, there is a risk that budgeting becomes a mechanical procedure. Managers may not have enough time each month to stand back from their other duties and properly analyse the future. It may be difficult to sustain this forward-thinking attitude permanently.



Part B
Question 1
The research analyses Mr. Amana's choice to go online and recommends whether they should open their own internet store or sell on Amazon. It takes into account all relevant costs. Both solutions have the potential to grow. Considering the growing competition selling online, I would recommend selling on Amazon. This would imply cheaper sink expenses and a broader advertising possibility.
Management accounting plays a vital function in the control process in a company environment. This is due to the fact that many plans may be stated in financial terms. Because real and intended outcomes may be stated in the same terms, comparing actual and planned consumers is a very straightforward affair. When actual outcomes differ from budgeted results, financial data should be utilised to demonstrate the discrepancy. Managers can then focus their efforts on getting the company back on track to meet its budgets. Peter Atrill (2015)
While the majority of that marketplace's small and medium-sized businesses have been fantastic for Amazon, it is questionable if Amazon has been equally excellent for them. Without a doubt, the company has syphoned money from retailers of all types all around the world. On the other hand, it has enabled many firms to reach a larger audience than they would have otherwise. Such access, though, may come at a cost. Individual firms considering selling on the platform may meet some substantial advantages and disadvantages.
The sheer amount of clients attracted by Amazon is the most compelling incentive for Amana ltd to sell there. The epidemic has only increased the number of buyers flocking to the e-commerce juggernaut, and the business believes that vendors on its marketplace are profiting. A small firm may find it difficult to manage a website, process payments, store inventory, and pick and ship things to fulfil orders. Amazon makes it simple for merchants to sign up, list things, and begin selling.
Some disadvantages to consider include the fact that if they do not advertise to increase the visibility of their listings, such listings may become buried in the avalanche of items on the site. According to such merchants, Amazon squeezes them for as much money as it can with little regard for their best interests. Small companies may believe they have little choice but to comply with any requests if the majority of their sales are on Amazon.
Performance evaluation and variance reporting are essential components of any control systems. Budgets are useless unless a frequent comparison is conducted between actual expenditure and planned allowances, and the findings are reported to management. Budget reports comparing actual and budgeted expenditures should be issued on a regular and timely basis for this purpose. The reports should be presented in such a way that they disclose the responsibilities of a department or an executive and provide complete explanations for variations so that remedial action may be performed. The reporting should be based on the exception principle, with both favourable and unfavourable variations provided and remarked on. (E. Weustink, 2000)
According to Atrill and Peter (2018), An annual budget outlines goals for the upcoming year in all areas of the company. It is frequently separated into monthly budgets that set monthly targets. In fact, in many circumstances, the yearly budget will be built around monthly statistics. For example, salespeople may be required to create sales objectives for each month of the fiscal year.
Weustink, E. (2000, p432) accounts for creating estimations. Because this technique is based on the notion of cash accounting, accruals and adjustments cannot be used to prepare cash budgets. The initial cash balance of a period is added to the expected cash receipts, and the sum of estimated cash payments is subtracted to get the closing balance.
It should be noted that budgeting and planning are the responsibility of managers, not accountants. Accountants contribute to the planning process by giving critical information to managers and making decisions as members of the management team. They should not be in charge of the process. In practise, though, it appears that this occurs regularly. Managers are failing to satisfy their commitments, despite the fact that accountants are proficient at dealing with financial data. If they give them excessive control over the budgeting process. (Peter Atrill, 2018)
There is no clear solution to the question of whether a small business should sell on the marketplace. According to several writers, if you have distinctive items and high margins that allow you to earn money even after Amazon gets its share, you have a better chance of prospering on its marketplace. However, some people make money by purchasing miscellaneous items such as mouthwash and lipstick in bulk and reselling them on the marketplace. Amana ltd must assess if the benefits outweigh the expenses, and a control report should be issued on a regular basis.




Conclusion
Finally, Amana Ltd is a corporation with a long history that has been badly impacted by the
pandemic and Covid rules. We created a control report and compared the original and actual
budget variations. It was proposed that a new online opportunity be created to increase the
business and compensate for the loss of physical store branches.
All accounting reports are meant to influence human behaviour; in the case of budgeting, the 
behaviour of managers is of particular interest. Budgets, as we have seen, attempt to motivate
managers to work toward the business's objectives in a coordinated manner. The 
effectiveness of budgets is critical to the success of a business. After evaluating how budgets 
assist managers in exercising control and planning for long-term business strategy. (Peter 
Atrill, 2018
Finally, Amana Ltd is a corporation with a long history that has been badly impacted by the pandemic and Covid rules. We created a control report and compared the original and actual budget variations. It was proposed that a new online opportunity be created to increase the business and compensate for the loss of physical store branches.
All accounting reports are meant to influence human behaviour; in the case of budgeting, the behaviour of managers is of particular interest. Budgets, as we have seen, attempt to motivate managers to work toward the business's objectives in a coordinated manner. The effectiveness of budgets is critical to the success of a business. After evaluating how budgets assist managers in exercising control and planning for long-term business strategy. (Peter Atrill, 2018)














Reference list:

Atrill, Peter, (2018) Management accounting for decision makers, Ninth edition, Harlow, England, Pearson
Atrill, Peter, (2015) Management accounting for decision makers, Eight edition, Harlow, England, Pearson
Alegre, J. and Sard, M., 2017. Price strategies by German and British tour operators in Mallorca. Journal of Hospitality and Tourism Management, 33, pp.93-102
Drury, Colin (2012) Management and cost accounting, Cengage Learning
Rhode, S. and Garrison, N. (2019) Management Accounting. Sixth edition. London, England: McGraw Hill 
Weustink, I.F., Ten Brinke, E., Streppel, A.H. and Kals, H.J.J., 2000. A generic framework for cost estimation and cost control in product design. Journal of Materials Processing Technology, 103(1), pp.141-148.
[bookmark: _Hlk101370347]Study Material Prepared By INSTITUTE OF COST AND WORKS ACCOUNTANTS OF INDIA for Junior Accounts Officer(Civil) Examination Conducted By CONTROLLER GENERAL OF ACCOUNTS
Weustink, E.(2000) A generic framework for cost estimation and cost control in product design I.F. ten Brinke, A.H. Streppel* , H.J.J. Kals Laboratory of Production and Design Engineering, University of Twente, PO Box 217, 7500 AE Enschede, Netherlands
Bain, Marc (2021) How we spend  https://qz.com/1957408/the-pros-and-cons-of-putting-your-small-business-on-amazon/ accessed on 01/05/2022 10:30
03/05/2022 14:55    https://www.ft.com/content/bb3e1b85-6a22-4c73-830a-664e6b7c60b4
COVID 19 статии:  https://www.ft.com/search?q=COVID%2019







Appendices:

	Workings:

Control Report Calculations Amana Ltd Qn1
	
	
	
	
	
	

	Selling price
	 Actual price £20 - Original Price £25 = -£5 Unfavourable

	Revenue 
	£25 x 100,000 = £2,500,000
	
	
	

	
	£25 x 80,000 = £2,000,000
	
	
	

	
	£20 x 80,000 = £1,600,000
	
	
	

	Material
	2.5x 100,000 = 120000
	
	
	

	
	2.5 x 80000 = £200,000
	
	
	

	
	200000 - 280000 = -£80,000 UF Variance
	
	

	Labour
	4 x x100000 = £400000
	
	
	

	
	4 x 80000 = £320,000
	
	
	

	
	320000 - 440000 = -£120000 UF Variance
	
	

	Contribution
	2,500,000 - 800,000 = £1,700,000
	
	

	
	2,000,000 - 640,000 = £1,360,000
	
	

	
	1,360,000 - 760,000 = £600,000 UF Variance
	

	Profit
	Original Contribution - Fixed Overheads 
	
	

	
	£1,700,000 - £350,000 = £1,350,000
	
	

	
	£1,360,000 - £350,000 = £1,010,000
	
	

	
	Profit Variance: Actual - Flexed
	
	
	

	
	£455,000 - £1,010,000 = -£555,000 UF
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The starting point is usually the sales budget. The expected level of sales normally defines the
overall level of activity for the business. The other operating budgets will be drawn up in
accordance with this. Thus, the sales budget will largely define the finished inventories
requirements and from this we can define the production requirements and so on. This shows
the interrelationship of operating budgets for a manufacturing business.

Fiqure 6.2 The interrelationship of operafing budaets
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