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Introduction 
Management accounting is related with process of preparing reports about the organizational operations so that considering monetary and financial aspects to make short and long-term decisions. It aids in helping the organizational to identify, interpreting and communicating information to management so that relevant decision can be taken. The current report is based on Amana Ltd is manufacturing firm that sells souvenirs to tourist. Present study will show control report by paying attention on original, flex and variances. It will give emphasis on analyzing the performance of organization and recommendation for improvement. My study will concentrate on analyzing the decision by considering all relevant cost. 

“Budgets are recognised as tools assisting in establishing the scope of business activities, the required resources and the efficiency of their use.” (Vaznonienė and Stončiuvienė, 2021).


Main Body 
Part A
Question 1  – Preparing the monthly control report 

	Items        

	Cost per unit 
	Original
	Flexed 
	Actual
	Variance
	%

	Units
	
	100,000
	80,000
	80,000
	20,000
	-20%

	Selling price
	25
	25
	25
	20
	0
	0.00%

	Revenue
	
	
	
	
	
	

	Variable costs:
	
	
	
	
	
	

	Materials
	2.50
	250000
	200000
	280000
	50000
	20.00%

	Labor
	4
	400000
	320000
	440000
	80000
	20.00%

	Overhead
	1.50
	150000
	120000
	120000
	30000
	20.00%

	Contribution
	17
	1700000
	1360000
	760000
	340000
	20.00%

	Fixed Overheads:
	
	
	
	
	
	

	Warehouse Rental
	200,000
	200000
	200000
	170000
	200000
	100.00%

	Insurance
	100,000
	100000
	100000
	100000
	100000
	100.00%

	Fulltime warehouse supervisor salary 
	50,000
	50000
	50000
	35000
	50000
	100.00%

	Profit:
	
	1350000
	1010000
	455000
	340000
	25.19%









Question 2 
Amana’s performance report during the year 2020
Original budget refers to the road map which is formulated by organization through estimating sales, variable and fixed cost so that proper ability to manage the overall operational  activities can become possible (Pavlatos and Kostakis, 2018.).  Flexed  budget shows the varies with change in the amount of actual earned. It aids in getting the capability to compare the budgeted and actual. From the evaluation of the presented budget, it can be specified that company is performing quite well. From the evaluation of presented budget it can be specified that the difference has been computed by calculating the variance between budgeted and flexed budget. We can say that budgeted figures are good as compared to flexed budget. The main reason behind this is difference between actual and flex selling units. In addition to this, it can be identified that variable cost has been subtracted from the selling revenue of obtaining the contribution. Also, it can be identified from the evaluation of the above provided information that there are few fixed cost as well which are incurred by organization for having profitability.
 From this table it can be said that there are several components which are shown in the above budget. It helps in assessing how effectively an organization is performing in order to get the success. The above table is indicating  how business is deviating from its original budget. The variance has been computed by  subtracting the flexed from the original budget so that proper information regarding the deviation can be derived (Cescon, Costantini and Grassetti, 2019). Control report basically provides the insights regarding potential issues which could caouse financial harm on the business. It aids in attaining significant details of the profitability which is obtained by the business after conducting several variable and fixed expenditure. Company's performance on the basis of the determined budget it can be specified that there are larger number of expenditure which are incurred by firm in variable form. In addition to this, there are fixed cost which are executed by the organization that is equivalent to the budgeted figures. There is deviation in the variable cost which in the flexed budget as compared to original due to change in the number of units. There is change in the number of units sold as per the original and actual. It has caused the change in the overall performance of the organization (Weetman, 2019). In addition to this, it can be evaluated that there is unfavorable performance in the net profitability and contribution in the flexed budget as compared to the budgeted. This can give negative performance reflection. On the basis of this, we can say that there is lacking of effectiveness in managing the cost so that profitability to accomplish the goals of the company can become possible. 
 From the information in the given table, it can be recognized that the net profitability earned as per the flexed is lesser than budgeted. In order to evaluate the actual performance of the organization it is recognized that sales revenue is less which needs improvement by change in their actions. There is unfavorable outcome in sales revenue by 20% negative change whereas in the variable expenditure there is alteration positively. It is presenting lower expenses compared to actual (Ameen and et.al., 2018). We can see how the business can control its cost. There is need of improvement in order to have better functioning in the industry to maintain the competitive advantages that way they can ensure higher profitability and sustainability.
Question 3 
Providing recommendations to Amana’s CEO on areas of improvement
There are several areas which possessing the limitations in order to manage the functioning of company (Massicotte and Henri, 2021). There are several components which are required to be improved by organization for having relevant functioning. There are few recommendations for Amana ltd. 
•We can suggestd to the company to pay attention on having better level of market analysis so that way they can get more details related to their products (souvenirs) this can play key role in getting higher precent of accuracy in formulating budget so that proper estimation of profitability can be derived. This aids in making fair evaluation of expenses that is required to be incurred for gaining better understanding how to manage the same. There are larger number of aspects which are needed to be estimated properly in turn accurate analysis of the financial performance of the business can be done.
•Another advise to the organization can be to concentrate on having proper implementation of budgetary control systems (Bedford and Speklé, 2018.). It can permit the business to formulate strategic planning for operational activities. For accomplishing the organizational goals, it becomes essential for firm to have systematic planning by applying really suitable kind of budget so that way the information will always be correct. It allows to get more information which is helpful in making decision that aids in achieving effective performance. 
• Price optimization system is helpful in meeting the business goal of having higher profitable margin. There should be application of cost accounting so that finding variance by comparing actual with budgeted gives insights of irrelevant cost which need to be eliminated for having proper results.  Amanas’s business can do that in order to ensure greater level of functioning  by having proper utilization of resources  to meet business goals by managing and controlling their resources better. 
•For improving the lacking areas prevailing in the specified organization it is suggested to the enterprise to incline the number of units demanded in the market by taking measures like investing in marketing and advertising. It can be done by properly managing the lacking areas so that greater ability to decline cost of goods sold for enhancing profitability (Rikhardsson and Yigitbasioglu, 2018). 

PART B
Advising the Mr. Amana if he should set up their own site or sell on Amazon
There are two options available to the organization which can be taken to considerations so that higher profitable option can be chosen. In order to get the results cost benefits analysis can be conducted for having better information regarding the cost and benefits exerted by business so that relevant option which can provide higher profitability can be adopted. (Cost-Benefit Analysis, 2021) The cost benefit analysis  provides accurate details regarding the project so that sound decision by having all factors into consideration can become possible.

Own online shop 

	Cost 
	Amount 

	Cost of setting up delivery network 


	150000

	Cost of upgrading current website to handle large volume of sales 
	50000

	Salary of full time IT programmer
	35000

	Total cost 
	235000

	Total benefits 
	

	Selling units - 100000
	2000000



Cost benefit ratio – 0.1175
From the above provided table it can be articulated that there are several factors which can be taken into consideration by organization but one of the essential aspect is the related cost. For having own online shop there is requirement to concentrate on incurring such level of expenditure like upgrading website, paying salary to IT programmer, etc. This will lead the enterprise to get the total benefit of 2000000.  From this analysis it can be said that benefit from this particular decision will be this much more than the expenses incurred.





Selling on Amazon 
	Cost 
	Amount

	Amazon fulfillment fees 
	50000

	Total cost
	50000

	Total benefits 
	

	Selling units 65000
	1300000









Cost benefit ratio – 0.04
  The above illustrated table regarding the cost benefits analysis regarding selling  products on the Amazon to avoid expenses like paying salary, etc. In this case, there is only expenditure of paying expense as fees of Amazon. The benefit from this course of action will be 0.04 as the number of units sold from this online platform is 65000. On the basis of this, it can be said that cost benefit ratio is 0.04 which need to be taken into evaluation so that right decision can be made.
  On the basis of the both the option' cost benefit ratio it can be specified that  selling from own online shop is highly beneficial than choosing Amazon. The main reason behind this  is to get the ability to assess that how much benefits will be ascertained in respect to the incurred expenditure. For selling products on online shop there are few larger expenditure which are required to be incurred for obtaining this specified level of the benefits. There will be demand of 100000 which is greater than the outcome derived from the other option articulated. There is as well indication that above than 65000 there can be potential sells. It does not give the surety of potential revenue only 1300000 is given. On this basis it can be identified that there are several factors which influences the demand and supply of product so that making appropriate decision by relying on total cost and benefit associated with particular decision becomes essential. There is higher cost and benefit via selling product through having own shop rather than offering on Amazon. Financial analysis conducted by implementing cost benefits analysis aids in getting depth ability to obtain fair & accurate insights in turn relevant and worthy decision can be made. 

Conclusion 
From the above report it can be concluded that management accounting helps in conducting effectual performance by having proper planning, organizing and controlling overall operational practices. The current report has involved variance evaluation which indicates that company need to pay attention on reducing cost for inclining profitability. 
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