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Executive Summary
The following report has focused on the basic concept and the importance of management accounting which plays an important role in ensuring a systematic process and a smooth workflow of the organisation. Therefore, the report has stated the preparation and discussion of the management accounting in which a cash budget has been prepared to reflect the total cash inflows and the outflows of Amana Ltd. Other than that, certain recommendations have also been discussed with Amana's CEO so as to bring certain improvements if needed. Further, an analysis of Mr Amana's decision has also been provided in the report to take effective considerations for taking effective decisions.


[bookmark: _Toc100250179]Introduction 
Accounting for management can be defined as the systematic way of preparing reports about the various business operations that assist the management to take an effective decision for bringing development to a business organisation. Through the help of the management accounting reports, the management can take effective actions for the short-term and long-term development as well. However, the following report will focus on the basic concept and the importance of management accounting which plays an important role in ensuring a systematic process and a smooth workflow of the organisation. A cash budget will be prepared to reflect the total cash inflows and the outflows of Amana Ltd. Other than that, certain recommendations will also be discussed with Amana's CEO so as to bring certain improvements if needed. Further, an analysis of Mr Amana's decision will be inserted in the report to take effective considerations for taking effective decisions.


[bookmark: _Toc100250180]TASK 1 Preparation of the Cash Budget and Recommendation to Amana’s CEO 
[bookmark: _Toc100250181]1. Prepare the monthly report showing the original budget and the Variances 
	Particulars 
	Original budget 
	Actual Budget

	Units 
	100000
	80000

	Sales 
	25
	20

	Variables Cost 
	
	

	Materials 
	2.5
	280000

	Labour 
	4
	440000

	Overhead 
	1.5
	120000

	Contribution 
	17
	760000

	Fixed Overheads
	
	

	Warehouse rental
	200000
	170000

	Insurance 
	100000
	100000

	Fulltime warehouse supervisor salary
	50000
	35000



	Particulars
	Original Budget 
	Actual Budget
	Variances 

	Units 
	100000
	80,000
	20000 UF

	Sales 
	2500000
	1600000
	900000 UF

	 Variables Cost 
	
	
	

	Materials 
	250000
	280000
	30000 UF

	Labour 
	400000
	440000
	-40000 UF

	Overhead 
	150000
	120000
	30000 F

	Contribution 
	1700000
	760000
	940000 UF

	Fixed Overheads
	
	
	

	Warehouse rental
	200000
	170000
	30000 F

	Insurance 
	100000
	100000
	0

	Fulltime warehouse supervisor salary
	50000
	35000
	15000 F



[bookmark: _Toc100250182]2. Discussing the performance of Amana during the year 2020
A cash budget can be defined as the key part of the financial statement that is used by the organisation in order to ascertain the total cash inflows and the cash outflows respectively (Marsh, 2021).
From the above report that has been prepared in order to ascertain the overall actual performance of Amana’s business, the cash budget has been prepared so as to reflect the financial performance of the respected company. Thus, it can be ascertained that sales for the year 2020 has reflected that the overall original budget that was prepared has shown the difference between the actual budget that was been incurred so as to operate the business operations in soother way. From the above analysis, it can be seen that the sales that have been estimated considering the original budget were £25 for the units of 100000 that derived to £2500000. However, it can be seen that the actual sales that were made after the estimation was ascertained as £20 for 80000 units and has derived to an amount of £1600000 (finmark, 2022). Thus, after interpreting the variance it can be seen that there was a difference between an overall sum of about £20000 respectively and that reflected the sale went down and did not meet the estimated budget. Moreover, the variable cost was estimated in which the cost of the materials was £2.50 for an overall part of the unit for 100000 respectively that has derived to £250000. Hence, it can be seen that the actual budget has been increased from £30000 as the original budget has derived to £280000 as well (Pencarelli, et, al., 2018). Hence, it can be seen that Amana ltd had performed much better considering this perspective. Moving ahead towards the analysis and the evaluation, the cost of labour was estimated as £4 for the output of 100000 units which has cost a total amount of £400000. However, the actual budget has been estimated as £440000 which has shown an increase in the labour cost of variance of £40000 as well. Here, in this case, Amana ltd has ascertained growth and had also gained a better performance as well (Pencarelli, et, al., 2018). Henceforth, the cost of overhead was also estimated in which the original budget was estimated as an overall amount of £1.50 and the final amount has been derived as £150000 respectively. It can be seen that the actual amount and the output has been taken as £120000 and thus, it can be seen that original performance of the business has been degraded and has asl shown a variance of £30000 as well. The expenses have been made on the overall contribution and thus, the original budget was estimated as £17 for a total unit of around 100000 units and has derived a total amount of £1700000. Moreover, the actual budget was ascertained as 760000 and thus, this shows that the performance has degraded a bit as Amana ltd was not able to meet the estimated budget and has derived a variance of £940000 respectively (Pencarelli, et, al., 2018). 
Moving ahead towards the fixed overheads, the rent of the warehouse was estimated as the original budget in which the total amount was estimated as £200000. Moreover, the actual budget was derived as 170000 and thus, it can be seen that Amana ltd has here performed better and hence, derives a variance of about £30000 as well. The respected company has ascertained a loss in the case of the insurance as the estimated original budget has amounted to £100000 and on the other hand, the original budget that was incurred by Amana ltd was ascertained for an overall amount of £100000 as well (Brugh, et, al., 2018 pp.19-32). Here, it can be seen that the respected business has gained nothing or better say, no cash in hand was left behind as the variance was left with zero value as well. At the last, the salary of the supervisor for rendering the full-time service to the warehouse was also calculated and thus, it was originally budgeted for the amount of an overall sum of £50000. However, it can be seen that the actual budget has been incurred as 35000 and thus, it can be seen that Amana ltd has not met the estimated budget and thus, the respected business has performed low and has degraded a lot as well.
However, from the whole overview, it can be seen that according to the prepared cash budget report, the performance of Amana ltd has degraded as the respected business has not met up the mark of the estimated budget. Thus, Amana ltd needs to prepare and take effective measures along with the strategy so as to enhance their performance for gain better opportunities in the future as well. 
[bookmark: _Toc100250183]3. Discussions on providing recommendations to the CEO of Amana ltd on the areas of improvement 
After a brief analysis of the overall preparation and ascertaining the performance through the help of the cash budget, various recommendations are needed to be conveyed to the CEO of Amana ltd for bringing better improvement. This will assist the business of Amana ltd to perform much better so as to gain better opportunities respectively (ceriusexecutives, 2022). The business needs to focus on making an effective strategy so as to make an effective budget plan that could meet the actual budget so as to make and execute the operations as well. As seen in the above calculations it can be seen that Amana ltd needs to take make a higher estimated budget for the sales as this will enable the respective business to earn higher revenue and thus, will also allow the business to increase its business brand image as well (Brugh, et, al., 2018 pp.19-32). Other than that, Amana ltd needs to make an effective strategy to look at the expenses incurred on the variable costs like the materials, labour, overheads and the total overall contributions made for operating the business activities (Brugh, et, al., 2018 pp.19-32). Therefore, some of the techniques that are needed by the respected business in order to enhance their performance are discussed below:
1. Focusing on a better allocation of the funds- It is highly recommended to the CEO of Amana ltd needs to focus on the external sources through which, the needed funds can be gathered so as to accomplish any kind of business activities (Kaleb, 2021). Other than that, the respected business through the help of this particular strategy can allocate the needed funds and can easily plan the estimated budget respectively. 
2. Ascertaining a higher estimation- Amana ltd needs to make a higher estimation of the budgeted plan as this will help the respected company to ascertain and allocate a higher plan with the maximum cash available in the hands as well. As a result, this will help the respective business to meet the actual cash available in the market as well (Nguyen, et, al., 2018 pp.56-68). This means that the CEO of the business needs to adjust a higher estimation that is the actual budget and must make the actual budget higher than the original budget or the estimated budget as well. As a result, it will allow the business to gain better opportunities in the future as well (Nguyen, et, al., 2018 pp.56-68). 
3. Maintaining the cashflows- A proper and effective strategy is needed in order to maintain the overall cash inflows as well as the outflows while operating any business activities as well (Smith, 2021). A better estimation of the available actual budget will be an effective measure in order to control the overall cash inflows and the outflows as well. 





[bookmark: _Toc100250184]TASK 2 Report for the analysis 
Mr Amana wants to shift around 50% of their products to the online website in order to compete with the other competitors for the motive of gaining and increasing the reach of the customers to gain profits (Karanović, et, al., 2019 pp.107-123). However, it can be seen that the respective business has another way of boosting their sales on Amazon so as to sell their products to gain the reach of the customers and can earn higher revenues respectively. Therefore, considering the first option which is setting up their own online website for the sale of their products, Mr Amana has to incur certain types of costs that can act as a helpful measure for setting up the business on the online website. It can be seen that if Mr Amana wants to shift 50% of their sales in the online mode, then the investments that he needs to incur from his own side is setting up the delivery network that will cost him around £150,000 (Karanović, et, al., 2019 pp.107-123). Other than that, the other investment that Mr Amana needs to make for setting up the business is on upgrading the current website so as to control a larger sales volume that will cost him around £50,000. Mr Amana also needs to hire an IT programmer that will help and manage the website and the other related programmes and for this, he needs to pay the IT programmer a salary of about £35,000 per annum. If all things went well, then after proper market research and analysis, the business of Mr Amana shall have guaranteed sales of around 100,000 units. 
After analysing the whole scenario, it can be seen that Mr Amana has to incur a lot of expenses in order to promote his business on the online website as well (Karanović, et, al., 2019 pp.107-123). This will result in an increase in the overall expenses of the business and might also create a downfall in the profits or the revenues that will be incurred by the respective business. On the other hand, Mr Amana has to shut down their branches that were already set up at most of the popular locations in the UK like Brighton, Birmingham and Manchester city centre. The respected business might lose their customer reach that was already existed for the dealing of the sales as well. After making overall proper market research, it can be estimated that the sales that will be made by the business of Mr Amana will have a guaranteed target toward the customers (Denz, et, al., 2021 pp. 1109-1115). Considering all the above factors, if everything gets well, then the business might get succeed and can earn better revenue. 
On the other hand, Mr Amana has another option to promote their products and services through Amazon as well. However, in order to avail of the services, Mr Aman has to incur some of the expenses like Amazon fulfilment fees that will cost up to an amount of £50,000 respectively. Moving ahead towards the sales, the availability of around 65,000 units is guaranteed if the products are made available on Amazon but considering some conditions like the availability of the competitor on the platforms (Denz, et, al., 2021 pp. 1109-1115). There is no surety of a static increase in the demand for the products as due to the change in the taste and preferences of the consumers, the demand for the products and the services provided by Mr Amana might get the variance. Other than that, Amazon has a lot of terms and conditions on the products along with the pricing policy as well. Hence, Mr Amana might face issues with the lack of control over the stated factors and elements. 
On considering both the above statements and the options, it will be highly recommended to Mr Amana to choose and go through the first option that will assist him to gain higher profit and maximise the sales as well (Denz, et, al., 2021 pp. 1109-1115). However, there will be no fear or risk over the pricing and the return policy of Amazon as well. It can be seen that higher expenses are incurred by Mr Aman if he opens his own website for the sale of goods and services. On the other hand, Mr Aman may also prefer selling their products through Amazon as being the largest online e-market, the respected business might acquire higher sales and can also earn higher revenues. Considering the terms and conditions of the Amazon policy, Mr Aman has to pay the fulfilment fees to Amazon for availing of the services provided. Thus, it is highly recommended for the respective business to choose the first option respectively for increasing the business performance and also to gain a higher reach of customers along with a higher revenue as well.


[bookmark: _Toc100250185]Conclusion 
 Accounting for management plays a vital part in the preparing of effective reports about the various business operations that assist the management to take an effective decision for bringing development to a business organisation. However, the above report has focused on and has described the basic concept and the importance of management accounting which plays an important role in ensuring a systematic process and a smooth workflow of the organisation. Moreover, a cash budget has also been prepared to reflect the total cash inflows and the outflows of Amana Ltd. Other than that, certain recommendations have also been discussed with Amana's CEO so as to bring certain improvements if needed. Further, an analysis of Mr Amana's decision has been inserted in the report to take effective considerations for taking effective decisions.
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