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[bookmark: _Toc118760194]Introduction
The most viable option for a particular challenge can be picked at random. In order to choose one of these options, it is necessary to assess their relative expenses. As a result, businesses rely on financial data to help them address the challenges presented by the ever-evolving sophistication of their operations (Miculescu, 2013). The process of keeping financial records and producing financial statements is known as financial accounting and is mandated by law. These reports can be submitted to many entities, including as government agencies, banks, management, and shareholders. Financial data is critical for daily operations management and strategic planning. The purpose of management accounting is to keep track of the money that flows in and out of a company in relation to its operations (Brewer, Garrison and Noreen, 2015). It is critical for a company to have a reliable managerial accounting system and reliable reports in order to act and make decisions in accordance with actual financial indicators. It's a useful tool for analysing the monetary impact of management choices. The purpose of financial accounting is to provide meaningful reports and declarations that can be shared with both the public and the company's management. The greatest benefit of management accounting is realised on the inside of the company. In this report the use of these management accounting tools will be used to make crucial decisions for Amana Ltd.



[bookmark: _Toc118760195]Part-A
I. [bookmark: _Toc118760196]Prepare the monthly control report showing original budget, flexed budget, and variances.
Budget control and financial control seem to be the two main forms. The topic of fiscal management is the sole focus of this section. This is due to the first two parts' extensive discussion on monetary management. Budgeting is a crucial part of running a business and deserves your full focus and attention (Brewer, Garrison and Noreen, 2015). Throughout this chapter, we will analyse the pros and cons of centralised and decentralised budgeting controls (Iacoviello and Lazzini, 2013). Afterwards, it delves deeper into the specifics of budget creation and the various applications they have. To get the most out of this management tool, as with any other, the chapter emphasises the importance of collecting as much specific data as possible. A budget is a plan outlining how money will be spent over a certain time frame on specific projects. The organization's efforts are easier to coordinate as a result. In management, it refers to the practise of comparing actual outcomes to planned ones. Decision-makers are tasked with resolving discrepancies (variances) by taking corrective measures or adjusting initial spending plans. These allow supervisors to keep tabs on how their businesses are operating (Brewer, Garrison and Noreen, 2015). Any organisational unit whose management is accountable for its operations is a responsibility centre.
A monthly budget for Amana Ltd. that including variance is provided below:
	Particulars
	Budgeted performance
	Actual performance
	Variance
	Variance (%)

	Revenue
	2,500,000
	[bookmark: _Hlk118744649]1,600,000
	900,000
	36%

	Costs:
	
	
	
	

	Variable costs:
	
	
	
	

	Materials
	250000
	280000
	(30000)
	(12%)

	Labour
	400000
	440000
	(40000)
	(10%)

	Overhead
	150000
	120000
	30000
	20%

	Fixed costs:
	
	
	
	

	Warehouse rental
	200000
	170000
	30000
	15%

	Insurance
	100000
	100000
	0
	0

	Fulltime warehouse supervisor salary
	50000
	35000
	15000
	30%

	Net income
	1,350,000
	455,000
	895,000
	-


 
A budget and actual performance, and deviations of the actual budget from targeted budget has been shown in the upper table. It can help to control the activities of the company by setting a standard through the targeted budget, and then the actual budget can be used to identify the variances and then required control actions can be taken periodically (Butler and Ghosh, 2015). The advantages of these kinds of control are as follows:
· One of the most important aspect of a budgetary control and planning system is that it forces leadership to look ahead. Management is compelled to think properly, to forecast, and to provide the company with goals and direction by laying out specific steps to be taken for every division, function, and (preferably) leader in order to achieve the specified goals.
· Facilitates working together and sharing information.
· Roles and responsibilities are specified in detail. director of a budgetary division must be held accountable for meeting spending goals for their division's performance.
· The premise for a progress report is provided (variance analysis). An expenditure plan serves as a reference point against which progress can be evaluated. The actual compared results to the budget plan provide the control. When variances are discovered, they can be dissected into two categories: predictable and uncontrollable (Jiambalvo, 2019).
· Allows for corrective measures to be done if discrepancies are discovered.
· Employees are more invested in their work when they have a hand in determining financial goals.
· Assists in better dividing up limited resources.
· Using the notion of leadership by exceptional saves time for managers.

II. [bookmark: _Toc118760197]Using your control report prepared in (i) above, prepare a report on Amana’s performance during the year 2020.
A company's total success can be defined and measured with the use of a performance report. It gives a general picture of how things are going for the company. In order to do this, performance reports primarily collect data on individual work performance, analyse that data, and offer recommendations for moving forward. This report might zero in on the progress of one individual project or personnel, or it can examine the company as a whole. While each organization's performance report will look slightly different, the underlying data and analysis procedures will be the same (Jiambalvo, 2019). The results of an endeavour or the output of an employee are the focus of a performance report. The report could include a comparison of actual results vs a budget or benchmark, along with the differences that exist between them. When a performance report contains adverse variance information, the receiver is obligated to take corrective measures. Setting a way of measuring performance variation is an essential aspect of every analysis. Any conclusions drawn from an unreasonably low starting point cannot be trusted. This includes, but is not limited to:
· A business's ultimate aims and purposes
· Goals for the upcoming 5 to 10 years
· Predictive metrics (KPI)
· Routineness of Key Performance Indicator Evaluation
· The origin of the data utilised in the monitoring process
The performance report for Amana Ltd. is provided below:
Executive Summary
The budgeted revenue and budgeted net income for the company was 2,500,000 and 1,350,000 respectively whereas the actual revenue and actual net income for the company are 1,600,000 and 455,000 respectively, which essentially means there is a huge level of variance. There is a variance of 900,000 for revenue of the company and 895,000 for the net income level of the company. This indicates that the company could not achieve its targeted profitable level which is not a good sign for the company. 

Performance assessment
Financial status of Amana Ltd.: Companies of all sizes need to have a firm grasp on the ins and outs of their financial condition, or where they stand financially (Cretu and Gheonea, 2012). When both the cash flow statement and the statement of comprehensive income show positive growth, this demonstrates that the company is in a healthy financial status. Here, through the preparation of a variance budget, it could be seen that the financial status of the company will be going down, as the company could not attain its target and the variance is very high. 


(Graph: Financial performance of Amana Limited)
Industry comparisons: Amana Ltd. belongs to a tourism industry which is a growing industry, as there is a huge competition within the industry, and the profitability level of the companies are growing (Crosson and Needles, 2014). Thus, considering the competitors within the industry, Amana should also work on its profitability level, as it seems that the profitability is declining compared to the desired level.
Non-financial quantitative data: Non-financial quantitative data refers to those data that are not financial in nature but are crucial in determining the true and current condition or performance of the company (Appelbaum et al., 2017). The budgeted sales volume for the company was 100,000 whereas the actual sales level is 80,000 which means the company could not achieve its targeted level of activity which refers that the company is in a risky position and the responsible group should take required actions.
III. [bookmark: _Toc118760198]Provide recommendations to Amana’s CEO on areas of improvement.
Establishing strong profits is the key to expanding a firm and reaping the rewards it brings. It is the accumulation of many small advantages over the competition that ultimately leads to the creation and growth of profits (Makarenko and Makarenko, 2018). The CEO of Amana can boost the company's bottom line by reducing expenses, increasing sales, or both. However, for others, the success factor lies in assembling the best possible team and working tirelessly to develop the company in small but meaningful ways over time. The recommendations are provided below:
· Increases in employee retention
· Focus on long-term expansion.
· Narrow your focus to a specific market.
· Insight into this market is essential.
· To better serve your clients, it's helpful to divide them up into several groups.
· Utilize available means to boost sales output
· Put your money where your mouth is and advertise your business through events, web marketing, and trade shows.
· Try to make a sale right now. Be more active than merely following instructions.
· Tend to your clientele base.
· If it makes sense, broaden your service offering
· If business with a specific client suddenly picks up, tread carefully. You might want to do a credit check on that consumer, because if they go bankrupt while borrowing you funds, you'll be left with the bag (Mowen, Hansen and Heitger, 2015).
· Boost your revenue to its full potential.
· Think about delivering a higher-end service or product and competing in a new market. Features should be included to products if they add more value to the user experience than the added expense.
· Place a fair price on your services and capitalise on the value added by any extras you can supply.
· Be sure to release updated versions of your product regularly. Maintain a leading position if at all possible.
· You should check the quality and cost of similar products on the market.
· Concentrate on the clients who bring in the greatest money.
· Rebalance your product offerings to put more emphasis on those that bring in the most money.
· Reduce initial investments like raw material expenses as much as possible.
· Get the correct quality materials and limit waste by following these instructions. Check the competition every so often.
· Attempt to bargain for reasonable costs.
· The cost of a product can be reduced by including the person in charge of purchases in the design process.
· Reduce operating expenses by getting rid of wasteful activities.
· Always keep an eye on the budget. If ignored, they will likely worsen.
· Be sure you're on the most cost-effective rate for all of your utilities by checking today.
· Try to haggle for reduced banking fees.
· Get an insurance policy evaluation from a separate broker.
· Streamline processes to cut down on wasteful spending.
· Take advantage of your resources to the fullest extent possible.
· Think about how much something will cost you over time.
· Inappropriate machinery often has considerable "hidden expenses."
· The people you employ are your most valuable resource. Achieve maximum productivity by making the most of your staff's abilities.







[bookmark: _Toc118760199]Part-B
[bookmark: _Toc118760200]provide an analysis of Mr Amana’s decision to go online and advise if they should set up their own online shop or sell on Amazon
Mr. Amana’s decision if they should sell on Amazon or set up their own online shop depends on the cost return analysis of the two alternatives. 
A revenue analysis is a strategy used by organisations to determine which actions are worthwhile and which ones can be foregone. The cost-benefit analysis adds up all the potential profits from a condition or activity and deducts all the possible risk. Some experts and analysts construct models to put a financial impact on intangibles, such as the pros and drawbacks of relocating to a particular city (Kimmel, Weygandt and Kieso, 2018). A cost-benefit is the procedure of analysing the predicted or anticipated expenses and advantages (or prospects) involved with a key decision to assess whether it fits from a financial perspective. Roughly speaking, cost estimating entails adding up the expenses or choice and removing that number from the entire predicted results for the organization or judgment. (Often, this rating is provided as a ratio.) If the predicted advantages surpass the expenses, one might claim that the option is a smart one to adopt (Huynh, 2022). If, on the contrary side, the expenses surpass the advantages, then a corporation may wish to reconsider the selection or venture. Prudent managers do a cost comparison prior to actually paying for a new facility or undertaking a new project in order to weigh the expenses of the endeavour against the prospective benefits to the organisation. The analysis's results will tell us the extent to which this venture can be economically supported, or whether we should look elsewhere. The opportunity cost is included in the cost part of a cost-benefit analysis in many models (Guinea, 2016). When weighing the pros and cons of a decision, it's important to consider the possibility financial costs. Another way to put it is that the potential cost is the chance lost because of a decision or alternative. By including potential alternative paths or options in the cost-benefit analysis, project managers may make more informed decisions (Vărzaru, 2022). A more comprehensive cost-benefit analysis is possible when all possibilities, including lost chances, are taken into account. Last but not least, a financial statement of the advantages and disadvantages should indeed be performed to ascertain whether or not the benefits are worthwhile (Warren, Reeve and Duchac, 2015). If this is the case, moving towards the plan makes the most sense. If it is not economically feasible, the company should re-evaluate the initiative to determine if changes can be made to boost advantages or cut costs. If not, the corporation should probably back out of the endeavour.
Those analyses are provided below:
Cost-return analysis of setting their own shop on online:
	Particulars
	Amount

	Sales
	£2,000,000

	Cost of setting up delivery network
	£150,000

	Cost of upgrading current website to handle large volume of sales
	£50,000

	Salary of a fulltime IT programmer
	£35,000

	Revenue
	£1,765,000

	Revenue as a percentage 88.25%



Cost-return analysis of setting their own shop on online:
	Particulars
	Amount

	Sales
	£1,300,000

	Amazon fulfilment fees
	£50,000

	Revenue
	£1,250,000

	Revenue as a percentage 96.15%



Though from the first look setting up their own shops online seems to be lucrative, the detailed cost analysis shows that it would be profitable for the company to sell through Amazon, as its revenue percentage is higher which is 96.15% which is higher than revenue percentage of setting up their own shops which is 88.25%.
[bookmark: _Toc118760201]Conclusion
The use of managerial accounting tools like control report, budgetary control, performance reports, etc were used to take crucial decisions for Amana Limited, these tools helped the company to make accurate decisions. Management accounting, often known as cost accounting, is typically used within an organisation. The purpose of management accounting is to provide decision-makers with accurate and timely financial information through the use of organised and analysed reports and data (Nitzl and Chin, 2017). Through the examination and evaluation of financial data pertaining to internal business operations, management accounting aids in the formulation of strategies, the adjustment of current plans, and the making of well-informed decisions (Mazaraki and Fomina, 2016). Management accounting is a digital instrument that aids business leaders in steering their companies in the right direction. The purpose of management accounting is to provide business leaders with helpful data gleaned from an examination of financial data. It's useful for making the company's financial information accessible to people outside of accounting (Braun and Harrison, 2012). It compiles the data from a company's activities and turns it into statistics and thoughts that can be used to make informed decisions.
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