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Introduction
Management accounting allows competent management-related information to be utilized, assisting in organizational decision-making. The tools supplied by management accounting may be used to meet the aims of both the individual and the organization. Management accounting is a technique for obtaining and comprehending a company's monitoring and management reports. Management accounting provides data on both financial and non-financial statements. The basic job of management accounting is to plan, organize, control, and make decisions. Management accounting identifies, analyses, measures, interpret and communicates information which are required for the managers of the organization for fulfilling the organizational goals. The manager uses this accounting for the internal purpose of the organization. The report will show the original budget, flexed budget, and variances, and Amana’s performance during the year 2020.
Amana Ltd’s control report
A control report is created to show the organization's or company's information. The difference between the actual and planned results is shown in a control report (Abdusalomova, 2019). The control report displays the variation of these results. A flexible budget, initial budget, planned budget, and variations are all included in a control report.
Flexible budget: A flexible budget adjusts for changes in the actual level of activity or volume. Actual revenue or the activities are included in a flexible budget. The flexible budget includes real income and expenses, which indicate the organization's overall level of activity for a specific period (Bobryshev, Yakovenko, Tunin, and Glushko, 2015). The actual level of activity or the volume is adjusted in a flexible budget.
Original budget: An original budget is generated to illustrate the organization's real expenses and earnings, as well as the variance. This budget includes the actual returns received after a set period to assess the company's success (Brewer, Garrison, and Noreen, 2015). The real expenses and the earnings of the organization are included in the original budget.
Budget planning: Before the start of a period, a budget is created. So, before a period begins in the organization, a corporation creates its planning budget before it begins operations (Mowen, Hansen, and Heitger, 2015). This budget is valid for the anticipated level of activity.
Variances: The variation is the gap between the real level of activity and the first period's projected budgetary expenditure.
Amana Ltd’s original budget 
The original budget of Amana Ltd is prepared below:
	Original Budget
Amana Ltd
For the year ended 2020

	Particulars
	

	Budget unit
	100000

	Budgeted revenue (1000*25)
	2500000

	Direct Costs
	

	cost of ingredients (10000*2.50)
	250000

	Labor costs
	400000

	Overhead costs
	150000

	Fixed costs
	

	Warehouse rental
	200,000

	Insurance
	100,000

	Supervisor salary 
	50,000

	Total costs
	1,150,000

	Net operating income
	1,350,000



Before the launch of the company, Amana had created a budget. In April 2020, its budget unit was 100,000, while its income was 25 pounds. In April 2020, the budget income was £2500000. It has a projected fixed cost of £3,50000 and an actual and budgeted direct cost of £755,000. It was budgeted to make £1350000 in operational profit. Amana, like other businesses, has set aside money for April 2020. She planned to evaluate the planning budget's performance to the actual budget attained in April 2020. COVID 19 broke out in England, and it began activities in full force. Due to the Coronavirus, Amana ltd suffered a significant loss in its commercial operations. Amana Ltd's real result of April 2020 is listed here.
Amana Ltd’s actual result 
The actual result of Amana Ltd is given here:
	Actual Result
Amana Ltd
                                                            For the year ended 2020

	Particular
	Actual result

	Revenue
	1600000

	Direct Costs

	cost of ingredients 
	280000

	Labor costs
	440,000

	Overhead costs
	120000

	Fixed costs

	Warehouse rental
	170000

	Insurance
	100000

	Supervisor salary 
	35000

	Total costs
	1,145,000

	Net operating income
	455,000



It's worth noting that after April 2020, the real income was £1600,000. Amana Ltd's actual net operating income in April 2020 was £455000. When we compare Amana Ltd's initial budget to their actual results, we can observe that overall revenue decreased by £900000 and net operating income decreased by £895,000.
Amana Ltd’s flexible budget
The Flexible budget of Amana Ltd is prepared below:
	                                                                       Flexible Budget
                                                                           Amana Ltd
                                                                  For the month ended

	Particulars
	

	Budget unit
	100000

	Budgeted revenue (80000*25)
	2000000

	Direct Costs
	

	cost of ingredients (80000*2.50)
	200000

	Labor costs
	320000

	Overhead costs
	120000

	Fixed costs
	

	Warehouse rental
	200,000

	Insurance
	100,000

	Supervisor salary 
	50,000

	Total costs
	990,000

	Net operating income
	1,010,000




For Amana ltd, a flexible budget is constructed where only planned quantities are modified while the other factors remain unchanged. In the budget, it is worth noting that the planned revenue is £2000000, while the net income is £1,010,000. Both total revenue and net operating income are lower in this budget than in the previous one.
Amana Ltd’s variance calculation 
The variance of Amana Ltd is calculated below:
	
	Flexible budget
	Original budget
	Variance
	Favorable/
Unfavorable

	Budgeted revenue
	2000000
	2500000
	-500000
	U

	Direct Costs
	
	
	0
	

	cost of ingredients 
	200000
	250000
	-50000
	F

	Labor costs
	320000
	400000
	-80000
	F

	Overhead costs
	120000
	150000
	-30000
	F

	Fixed costs
	
	
	0
	

	Warehouse rental
	200,000
	200,000
	0
	

	Insurance
	100,000
	100,000
	0
	

	Supervisor salary 
	50,000
	50,000
	0
	

	Total costs
	990,000
	1,150,000
	-160000
	U

	Net operating income
	1,010,000
	1,350,000
	-340000
	U



We can see from the variance calculation that the company's projected income is undesirable. The company's direct costs are lower than those projected in the initial budget. Although the expenses are lower, the number of units is lower than the original. As a result, net income falls short of the flexible budget. As a result, the Flexible budget's net operating income is negative.
Performance of Amana during 2020
Amana had originally planned a budget for April 2020. However, the real outcome differed from the initial budget.
Budgeted performance of Amana Ltd
For the month ended April 2020
	Particular
	Actual result
	Revenue and spending variance
	Flexible budget 
	Activity variance
	Original budget

	Budgeted revenue
	1600000
	-400000
	2000000
	-500000
	2500000

	Direct Costs
	0
	
	0
	

	cost of ingredients 
	280000
	80000
	200000
	-50000
	250000

	Labor costs
	440,000
	120000
	320000
	-80000
	400000

	Overhead costs
	120000
	0
	120000
	-30000
	150000

	Fixed costs
	0
	
	0
	

	Warehouse rental
	170000
	-30000
	200,000
	0
	200,000

	Insurance
	100000
	0
	100,000
	0
	100,000

	Supervisor salary 
	35000
	-15000
	50,000
	0
	50,000

	Total costs
	1,145,000
	155000
	990,000
	-160000
	1,150,000

	Net operating income
	455,000
	-555000
	1,010,000
	-340000
	1,350,000



Amana Ltd's performance is examined. Actual revenue was £1600000, and net operating income was £455,000, both of which were lower than the initial budgeted figures from April 2020. The income and expenditure variance are determined, and the net income is negative since the flexible budget's net operating income was greater than the reality. The activity variation is also evaluated in the performance evaluation, and the flexible budget's net operating income was £160000 less than the initial budget.
Recommendations to Amana’s CEO on areas of improvement
Amana Ltd will not be able to generate the profit forecast for April 2020. There is a discrepancy between the initial budget and the outcome. The COVID 19 pandemic condition caused this disparity. Amana ltd should enhance its sales unit if it wants to boost revenue and net profit. By keeping all of the factors constant, the sales area may be improved. Here, we can observe how it has progressed.
	Units                                                     120000
	Price or unit
	

	Selling price/ revenue
	25
	3000000

	Variable costs
	

	Materials
	2.5
	300000

	Labor
	4
	480000

	Overhead
	1.5
	180000

	Fixed cost
	

	Rent
	170000
	170000

	Insurance
	100000
	100000

	Supervisor salary
	35000
	35000

	Net operating income 
	
	1265000



It's worth noting that, with all other variables held constant, just the selling unit will be boosted by 120000. The entire income will be £3000000, with £1265000 in net operating income. Its net operating income will exceed the initial planned net operating income if it does this. The following are some of the methods Amana ltd might grow its sales unit:
1. Re-evaluating the offer and maintaining effective consumer communication
2. Creating a fantastic sales strategy
3. Making adjustments to the marketing plan
4. Optimizing the business's SEO
Amana Ltd can also sell its goods and services through an internet platform. Amana Ltd will benefit from it. Because of the COVID 19 epidemic, individuals choose to stay in the house and avoid leaving the house needlessly. As a result, it may set up an online platform and portal where clients can browse for and access the information they want. Customers can take the proposal and quickly obtain mementos from this location. As a result, Amana ltd can shift some of its sales to the web platform by expanding its sales.
Part B
Analysis of Amana’s decision to go online or not
The majority of Amana Ltd's rivals sell their products through the internet. As a result, Amana has decided to be available on the internet and shift 50% of its operations. Amana assessed its expenditures before deciding to use an internet sales platform. The following are the costs:
	Particulars (costs)
	Amount (£)

	Delivery network set up
	1,50,000

	Upgradation of current website 
	50,000

	Salary (IT programmer) 
	35000

	Total cost
	2,35000



The aforesaid will be taken into account for this web platform. Because internet business would be impossible without these expenses. It will cost £150,000 to build a network via which clients would receive their stuff. Amana ltd has a webpage under its company name, and that this internet should be updated to include all of the company's programs and amenities. Their goods and services must be displayed on this website. The present internet will be upgraded for £50,000. IT developers must be developed to investigate and resolve any issues that arise in Amana Ltd's web platform.
Based on market research, it is predicted that assured revenue will be 100,000 units each year. The company's projected sales units are positive. Amana ltd will be profitable if all these units are maintained. If we estimate that the keepsakes will cost £25 or £20 per unit, Assume that the average cost per unit is £25 and that the total income is 100000*25 = £2500000. Assume a price per unit of £20, and the total income is 100000*20, or £2000000. Amana Ltd's net operating income is computed as follows:
So when the price per unit is £25
	Particulars 
	Amount (£)

	Total revenue (25*100000)
	2500000

	Costs:
	

	Delivery network set up 
	150000

	Upgradation of current website 
	50000

	Salary (IT programmer) 
	35000

	Net operating income 
	22,65000



So when the price per unit is £20,
Net operating income will be calculated like following
	Particulars 
	Amount (£)

	Total revenue (20*100000)
	2000000

	Costs:
	

	Delivery network set up 
	150000

	Upgradation of current website 
	50000

	Salary (IT programmer) 
	35000

	Net operating income 
	17,65000



For 20 or 25, the net operating income is estimated to be 17,65000 or 22,65000, respectively. Without a digital platform, this profit will indeed be 50% of overall sales.
Amana's choice to sell on Amazon 
Amana ltd has the option of selling on Amazon in addition to the internet site. It can sell straight to Amazon. As a result, it really should repay £50,000 in Amazon fulfillment costs. There is a fierce rivalry between Amana souvenirs and other merchants on these sites in this area. The guaranteed sales are estimated to reach 65000 units. If we estimate that the souvenirs will cost £25 or £20 per unit. Assume the unit pricing is £ 25, and the overall revenue is 65000*£25, which is 1625000. Assume a unit price of £20, and the overall revenue is 65000*20, or 1300000. Amana's net operating income is computed as follows:
	Particulars 
	Amount (£)
	Particulars 
	Amount (£)

	Total revenues (£25 per unit)
	1625000
	Total revenues (£20 per unit)
	1300000

	Cost: Fulfillment 
	50000
	Cost: Fulfillment 
	50000

	Net operating income
	1575000
	Net operating income 
	1250000



It's worth noting that if Amana sells its product on Amazon for £25 per unit, it'll make £1575000 in net operational profit. If it sells directly on Amazon, it will make £1250000 in net operational profit at £20 per unit sold. Either of these operating margin earnings will be lower than Amana's profitability if the company runs online. Amana will also confront a lack of self-control over price and refund policy in Amazon, which will become one of the company's largest issues.
Recommendation for Amana Ltd
Amana Ltd.'s revenue decreases as a result of the COVID 19 pandemic, as the government of England imposes travel restrictions. Tourists were unable to travel for the Easter vacations in April 2020, causing Amana's earnings to plummet. However, sales improved significantly in the summer of 2020. As a result, Amana opts for a different strategy to surpass the competition and the marketplace. It intends to sell on Amazon or an internet platform. It will shift 50% of its sales to an internet site. It has been discovered that the revenue generated by both the internet site and Amazon will be higher than the revenue generated before joining into online and Amazon. Amana's net income in 2020 was 4,55000, which is notable. However, for £25, it'll still make 22,65000 and £1575000 in operating profit if it is sold online and on Amazon. Both of these options are appealing, but Amana could create its internet store rather than relying on Amazon. Because an internet store will generate more revenue than Amazon because Amazon has an issue with price and return policies. Amana can also broaden its product line and offer these items through its web store. It will also be able to demonstrate product characteristics, benefits, prices, and other information online, allowing buyers to learn more about the items. As a result, Amana's recommendation is to start its own web platform company.
Conclusion 
By creating performance assessment metrics such as an initial budget and an actual outcome, management accounting demonstrates the company's internal performance. The real outcome demonstrates the benefits of the surgery. The difference between the actual outcome and the original budget is determined. Amana's real outcome was not good, and it anticipates greater sales if it switches to an internet platform.
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