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[bookmark: _Toc98432207]Introduction
Management accounting is the practice of delivering financial and non-financial information to managers in order for them to make smart choices regarding the organization's financial and non-financial performance (Hansen and Mowen, 2014). Budgets, projections, and progress reports are examples of the types of information that may be found here. In management accounting, one of the most important features is the emphasis placed on short-term decision-making. Management Accounting Information is intended to assist managers in making informed choices on a day-to-day basis, instead of solely focusing on long-term strategy formulation, and helps in long-term financial decisions (Sarngadharan and Minimol, 2011). A typical management accounting system comprises information on expenses, earnings, profitability, and other aspects that are important to decision-makers in a firm. This report is comprised of two different sections. In the first section, the performance of Amana Ltd has been analysed with some recommendations to the CEO. In the second part, the decision for online selling for Amana Ltd has been analysed and the most appropriate strategy has been advised.


Part A
[bookmark: _Toc98432208]Monthly control report for Amana Ltd
Monthly Control Report: The monthly control report is a statement that summarizes the business's performance for the preceding month. It comprises revenue, costs, profit/loss data, and also a break-even point of sales by good or service. In addition, the report provides a comparison of actual outcomes to budgeted figures, identifying any areas where actual outcomes deviated from those predicted in the budget (Crosson and Needles, 2014). In this way, issues and opportunities may be identified and addressed more rapidly by the management. There are several applications for the monthly control report. In the first place, it may be used to keep tabs on the progress made in the pursuit of specified objectives. As a result, management may make more informed judgments concerning the company's long-term strategy. An additional benefit of the report is its ability to predict future results.
Flexed Budget: Flexible budget is defined as a budget or budgetary plan that can be adjusted in response to changing business conditions. Flexible budgeting permits for adjustments in revenue and expenditures owing to either greater or even worse outcomes than planned (Penning, 2012). Using flexible budgeting has two major advantages: it allows businesses to be more adaptive to swings in income and costs, and it enables them to compare their overall outcome to their projected performance.  Organizations can discover areas in which they are under or over-performing by keeping track of their real performance and comparing them with the budgeted performance (FRANCISCO, 2012). Flexible budgeting seems to be a more effective method of planning for a firm since it considers both favourable and unfavourable changes in costs and revenues over time.
Variances: The variances in budget defines the differences in the budgeted amount and the actual performance of the business (Batty, 2012). It finds out the gap in the performance of the business operation in which the business needs to put its focus. Variances can arise for a variety of causes, both internal and external to the organization, including human mistakes, unrealistic expectations, and shifting commercial or economic situations.



Monthly Control report
	ITEMS
	ORIGINAL BUDGET (£)
	FLEXIBLE BUDGET
	ACTUAL
BUDGET (£)
	VARIANCE
ACTUAL- FLE.
BUDGET

	Units
	100,000
	80,000
	80,000
	

	Selling price
	£25
	£25
	£20
	

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

	VARIABLE COSTS:
	
	
	
	_

	Materials
	£250,000
	£200,000
	£280,000
	(£80,000) UF

	Labour
	£400,000
	£320,000
	£440,000
	(£120,000) UF

	Overhead
	£150,000
	£120,000
	£120,000
	_

	Total Variable Cost
	£800,000
	£640,000
	£840,000
	(£200,000) UF

	Contribution Margin
	£1,700,000
	£1,360,000
	£760,000
	(£600,000) UF

	FIXED OVERHEADS:
	
	
	
	

	Warehouse Rental
	£200,000
	£200,000
	£170,000
	£30,000 F

	Insurance
	£100,000
	£100,000
	£100,000
	            _

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

	Total Fixed Overhead
	£350,000
	£350,000
	£305,000
	£45,000 F

	Operating Income
	£1,350,000
	£1,010,000
	£455,000
	(£555,000) UF
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A report on the performance of Amana
Amana Ltd. is experiencing a challenging year. In response to the Covid-19 outbreak, there have been limits on mobility and travel, which has finally resulted in a decrease in sales. Amana Ltd. anticipates sales of £100,000, but after deducting different expenditures, their revenue is just £80,000, which falls short of their expectations. Even though their selling prices have dropped by 20%, from £25 to £20 per unit, they are still experiencing significant unit cost increases as a result of rising material and labour expenses. The cost of business overhead rises by 10%. The company's warehousing rent has remained steady, leaving insurance as the sole fixed expenditure that has increased, from £100,000 to £170,000, as a consequence of the rise in insurance premiums. Even though they were capable of offering souvenirs at a cheaper price while keeping the same volume of sales. The general quality of Amana's work was determined to be lower. Prices have risen, but costs have not gone down in tandem. Fixed costs have been decreased to a level that is within the company's means. An overall absence of financial viability has been observed.
In the current year, Amana Ltd. is not seen as successful as it has been in previous years, and this will cause the company to re-evaluate its costs and revenue framework in the next years. Amana Ltd. should place more emphasis on sales and profits rather than marketing themselves in relation to certain industries such as tourism. The business should cut unit costs and look for other sources of components and raw materials to reduce expenses. If Amana Ltd. wants people to continue purchasing their souvenirs, it may be necessary to cut the price of all of their items across the range. According to estimations, Amana Ltd. is currently selling souvenirs for £20 per unit; however, it is expected to sell for £25 per unit in the future. As a result, the company suffers a massive loss of £760,000. The most significant variables leading to this loss were a rise in material and labour expenses, as well as a rise in overhead expenditures. For Amana Ltd. to offset these losses, the company should concentrate on increasing demand for its products rather than positioning itself according to an industry, such as tourism. The company should lower its unit prices and look for other sources for sourcing components and materials. If Amana Ltd. wants to keep selling souvenirs, it may have to decrease expenses throughout the board. However, it might also look at expanding into new areas to generate different kinds of revenue. There is still hope for Amana Ltd. despite the negative impact of the Covid-19 pandemic on tourism in general and Amana Ltd. in particular. provided they make the necessary modifications.
[bookmark: _Toc98432210]Recommendations for the areas of improvement
Amana Ltd. is going through a very difficult phase, and the business's CEO is in desperate need of some specific initiatives that would assist in getting the company back on the right track. To succeed in this situation, it is vital to concentrate efforts on growing revenue by selling larger amounts while simultaneously lowering variable expenses.
Increasing Revenue
Amana can boost its revenue in a variety of techniques, including the following:
· With an increase in the sales price from £25 to £30, as well as a reduction in overhead expenses from £20 per unit to £12 pounds per unit, the company will earn an additional a contribution of £8 per unit, resulting in positive in revenue of £80,000 overall. This strategy will aid in the reduction of losses while also contributing further towards Amana's fixed overhead costs.
· Selling things at a discounted pricing for a limited time period may also be a successful marketing approach (Akaichi, Nayga and Gil, 2014). It can increase sales volume while also attracting some new clients who were formerly unable to make purchases owing to the high price of the items.
· Amana's income will grow by £100,000 as a result of selling souvenirs online to people who were unable to visit shops physically due to the lockdown. At the same time, its fixed overheads will be reduced.
Reducing Variable cost
Variable expenses can be decreased in a variety of ways, including:
· Lowering material variable expense to £2 per unit from £2.5 per unit while keeping other variables the same. This will result in an enhanced contribution margin of £0.5 per unit.
· Cutting overhead expenditures from £1.50 per unit to £1 per unit will result in a decrease in marginal costing of £30,000 per year as result of this reduction. However, this alternative may not be possible due to the fact that certain overhead expenditures are required in order for the organization to run effectively (for example, insurance).
The CEO of Amana must concentrate his efforts on generating income while simultaneously decreasing variable costs. The recommendations listed above can aid in the achievement of these goals as well as the improvement of the company's financial status.


Part B
[bookmark: _Toc98432211]The analysis pf the decision to trade online and advising the best way to sell online
Mr Amana's choice to shift half of his company's sales online is a smart one. Only a small portion of the population would be served by his company's branches in Brighton, Birmingham, and Manchester. It's possible that Amana Souvenirs might have a larger customer base if it had actual stores, but this would restrict the company's ability to attract new consumers and increase the costs associated with running physical stores. If Amana Souvenirs can divert half of its planned sales through an online approach that includes the U.k., Europe, and the U.S., it has the opportunity for a tremendous expansion of its market and consumer base." It can also aim to relocate or upgrade its current retail locations in order to best serve its native clients and loyal customers. Mr Amana, the owner of the company, must choose between selling on Amazon and putting up his own internet store to sell online. The business analysed the costs associated with each approach before making a final decision on which one to pursue.
Concerning the expenses of establishing their own online marketplace, Amana has estimated that an initial investment of £10,000 will be necessary for start-up fees, with an additional £100 per month necessary to maintain its functioning. Additionally, the company's proprietors were considering employing a full-time developer at a cost of £35,000 each year. Due to the fact that this employee will require regular monitoring and direction, the firm itself will be put under even greater strain. It's also important to consider the cost of the distribution network when calculating the total cost of ownership (Abdul Rashid, Hassan and Ahmad, 2020). It is projected that £150,000 will be required in order to establish a distribution system for consumers in the United Kingdom, Europe, and the United States. When all of these expenditures are taken into consideration, it can be observed that Amana will require £295,000 in order to establish its own online shop, which might result in a boost in sales.
Alternatively, if Amana chooses to sell on Amazon, they should keep in mind that they will be required to pay Amazon fulfilment costs in the amount of £50,000. Moreover, because of the intense degree of competition among Amazon sellers, analysts predict Amana will only be able to generate confirmed sales of 65,000 units on the market. However, this largely depends on the demand for Souvenirs in the market.

Returning to the costs, Amana would be had to pay £50,000 in order for its products to be accessible for purchase on Amazon. The firm will pay a total charge of £100,000 if it decides to sell through this internet platform.If Amana decides to sell via Amazon, it can be observed that the company will incur fewer initial start-up costs. Their returns and earnings, on the other hand, are likely to be smaller than if they had opened their own internet business. If, on the other hand, the firm decides to follow the path of opening their own e-commerce marketplace, they stand to benefit from a rise in revenue as well as increased earnings (Akçura, Ozdemir and Rahman, 2015). This is owing to the fact that they will have ultimate control over what they offer, how much they charge for it, and how returning procedures are implemented. As a whole, Mr Amana should thoroughly examine all of the relevant aspects before deciding where to sell his items from. A business owner may make an informed decision about whether to sell through Amazon or open his or her own online shop by analysing the advantages and disadvantages of both options.
In light of the foregoing, Mr Amana may want to contemplate distributing on Amazon for at minimum 1-2 years before making a decision. As a merchant, Mr Amana will face stiff competition, but he will be able to adjust marketing techniques to increase customer happiness and loyalty, as well as retain clients over the long term, with the help of this service. In the first 1-2 years, Mr Amana's Amana Souvenirs brand awareness will have grown significantly, and he may opt to launch an online store exclusively for the product.
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According to the findings of this report, managerial accounting is a crucial element of every organization. It helps the organisation in tracking their financial position and making wise decisions that would aid them in increasing their bottom line profits. Management accountants gather and analyse financial data using a variety of methods and methodologies, which they then utilize to deliver information and suggestions to business executives and managers.
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