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[bookmark: _Toc71236945]Introduction: 
Management accounting is a branch of accounting that deals with providing & presenting accounting information systematically so that management capable to manage & perform all management functions efficiently (Bhimani and Roberts, 2016). Management accounting facilitates management to take efficient decisions considering organisational objectives. A budget shows the precise picture of total operations in monetary terms. Budget is an important part of accounting management which shoes the efficiency of operational activities of organizations (Finney, 2017). This report is all about the budgetary activities of an organisation named Amana. Because of the Covid-19 pandemic, this business has faced deficiency and that’s why a structural change is required which is also shown in the report.

[bookmark: _Toc71236946]Part-A:
Amana Limited is a business that sells superiors in England. It has offices in different cities in England and it sells souvenirs produced in China. Amana mainly established its office in places that can be considered as the tourism hotspot.  Because of the emergency of Covid-19 and restrictions that were imposed on tourism; thus company failed a greater amount of losses (Donthu and Gustafsson, 2020). Its revenue income had decreased to a greater extent and had to maintain its numerous offices in different tourists point. However, before taking precautionary measures, a monthly control report and performance analysis is needed here.
[bookmark: _Toc71236947]Monthly Control Report:
Amana Limited which had earned a large sum of revenue before the pandemic is in a distressed situation now. Because of the changing situations, a monthly report of Amana limited is needed to be reviewed. Here, the control report includes both the expected budget & flexible budget to compare with the actual variance so that variance or deviation can be known. A flexible budget is accounted for here because of the similarity of the quantity of both flexible budget & actual one (Dickey, 2017).

	Particulars(1)
	Budget(2)
	Flexible Budget (3)
	Activity Variance(2-3)
	Actual Cost (5)
	Cost Variance(3-5)

	Units
	100000
	80000
	
	80000
	

	Variable Cost

	Materials Expenses
	250000
	200000
	50000
	280000
	-80000

	Labour Expenses
	400000
	320000
	80000
	440000
	-120000

	Overhead Expenses
	150000
	120000
	30000
	120000
	-

	Total Variable Costs
	800000
	640000
	160000
	840000
	(200000)

	Fixed Costs

	Warehouse Rent
	200000
	200000
	-
	170000
	30000

	Insurance Cost
	100000
	100000
	-
	100000
	-

	Supervisor’s Salary
	50000
	50000
	-
	35000
	15000

	Total Fixed Cost
	350000
	350000
	
	305000
	45000

	Total Costs
	1150000
	990000
	160000
	1145000
	(155000)




[bookmark: _Toc71236948]Supporting Calculations:
Material Costs:
	
	Unit
	Per Unit Cost
	Amount

	Original Budget
	100000
	2.5
	250000

	Flexible Budget
	80000
	2.5
	200000



Labour Costs:
	
	Unit
	Per Unit Cost
	Amount

	Original Budget
	100000
	4
	400000

	Flexible Budget
	80000
	4
	320000



Overhead Costs:
	
	Unit
	Per Unit Cost
	Amount

	Original Budget
	100000
	1.5
	150000

	Flexible Budget
	80000
	1.5
	120000




[bookmark: _Toc71236949]Analysis of Report:
Amana Limited has its physical shops in different places of England such as Westminister Bridge, London Bridge, Birmingham City Center, Brighton, Buckingham Place, and so on.  This company mainly operates only physical shops in different tourist hotspots. However, there was a website of Amana Limited which was used for only marketing purposes. They don't use their website for selling purposes or anything else. And when Corona pandemic enhances the acceptability of business, a business having online windows besides physical one had faced less revenue income loss. And that time, this business has faced tremendous losses and faced a budget gap which was stated previously. However, there are much more things that can be observed through the websites which can be described through two types of variance shown earlier.
[bookmark: _Toc71236950]Activity Variance:
Activity Variance is the difference between the actual budget made at the starting of a budgetary period and a flexible budget made for uncertain circumstances at any point in a particular budgetary period. The difference was found created as a result of the number of quantities. So, if there is no difference in quantity budget with the quantity produced, then the total cost of the budget equalises the total cost of the flexible budget. In the case of a flexible budget, the material cost has been decreased as its accounts for per unit production. In the same way, because of less unit production labour investment & overhead expenses were also decreased in the total amount. However, on the other hand, supervisors' salaries remained the same. And Insurance cost which is incurred for the protection also shows a static amount. In sum, whenever adding up these two costs, we found that the total cost of a flexible budget is less than the total cost of the actual budget.

Figure-1: Relationship between quantity Sold and Profit Amount (Sells and Audsley, 2018)
Though it seems favourable at a glance, the actuality is different. Rather it shows the inefficiency of the company that it couldn’t ensure sales amount equivalent to that of static budget. And more quantity ensures a higher profit amount. However, though a performance point of view shows the inability to higher sales as the inefficiency of Amana, in reality, there was a social factor that is responsible for this.
[bookmark: _Toc71236951]Cost Variance:
Here Cost variance shows the difference between actual cost and budgetary cost. In both the flexible budget and the actual one; the quantity amount is the same. So, this is the amount of money that differentiated these both. To describe the reasons and underlying causes clearly, details of the observation regarding this are given below:
· Here material costs show an upper trend. As the world cannot predict this type of pandemic, all types of businesses failed tremendously. More or less in every country, different restrictions were imposed. And in the country from where Amana gets manufactured products are Chins. In China, there were lockdowns imposed for a longer time and it was difficult for the supplier to supply products to England. And in that time the higher demand of Amana limited and higher transportation & other costs of suppliers made material costs higher.
· During the pandemic time, people become health-conscious and found it risky to go out for works. And because of higher health consciousness, people became unwilling to go to the spot to do work. And because of this Amana had to offer labour higher wages which in turn enhanced actual labour costs.
· In the case of fixed costs; where insurance costs remain static, both warehouse rent and supervisory salary show favourable conditions.  Because of the opportunity to work from home and less work time; employees are paid less than before which resulted in decreased supervisors’ salary. Again, Amana Limited abolished some contracts of the warehouse because of less shipment. And thus lowered warehouse rent cost.
So, it can be said that variance can occur for different reasons such as political instability, social problems, an economic downturn, and so on. Here, the emergence of the pandemic is the main reason for such variances. Besides that, the less technology orientation nature of this company was also a reason for such unfavourable variances 

[bookmark: _Toc71236952]Recommendations:
So, as per the discussion, it seems clear that Amana Limited has fallen into this unfavourable situation mainly for the pandemic situation. And its main customer base is tourist people, when tourism is restricted, it is normal that this company tremendously faces loss. However, a business can move on from the deadly situation, and still, Amana can improve. Though there is much news about the failure of the business in pandemic time, there is also some example of moving on of many businesses from about to die situation. Amana Limited must follow some strategies and take some measures to improve their conditions. Besides that, Amana Limited must take some precautions to adapt to these types of changes and uncertain situations.
· When a business deals with its suppliers for a longer time frame as a prime customer sometimes businesses engage in a contract with its suppliers to protect themselves from price increasing tendency (Tongarlak, Lee and Ata, 2016). Amana collects all its production from China and this country is the only supplier of Amana Limited. Amana limited must engage in a new contract including all price-related terms and also about all packaging, & transportation-related conditions. This type of framework will help both suppliers and businesses to a greater extent. 
· To maintain a reasonable wage rate and to ignore over wage expenses, Amana Limited can contract with some skilled labour. It will help in two ways. Firstly, Amana limited can maintain a cost-efficient approach and will able to keep the price reasonable which in turn will help to grab more customers. 
· Amana Limited can deduct more warehouse contracts so that it can save more & able to overcome losses. 
· Amana Limited must focus on marketing activities. The reasons behind this are that marketing activities are the key to gain markets and earn more. And that's why social media marketing is a suggested marketing process of Amana Limited. 
[bookmark: _Toc71236953]Part-B:
Though Amana Limited conducts purchasing & selling activities, it is directly related to the travelers and that’s the reason why pandemic hurts this company’s growth in that much. Here, the main fault of Amana is not having an alternative plan to overcome in the case of uncertainty. However, still there are some opportunities to grab. People don’t know when the pandemic is properly removed from life and that’s why different measures should be taken now. To do so, there are two options given here; online shops and selling products online. Besides that, this company also thinks to shut down three of their shops; Birmingham, Manchester, and Brighton’s so that cost can be saved.
[bookmark: _Toc71236954]Option 1-Establishing Online Shop:
To overcome the loss incurred and to gain, Amana tries to move its 50% sales online by establishing online shops. And to facilitate this plan, this company thinks about shutting down three of its physical shops. So, to analyse that both with and without these shops, BEP will be analysed. And to do this all-new cost will be considered here. 
BEP Considering Rent and Supervisory Salary:
Variable Cost Calculations:
Variable Cost is the cost that increases with the increasing quantity of production and static for per unit quantity (Valls Gimenez, 2017). 
	Variable Costs
	Total Variable Costs
	Total Units
	Rate per Unit

	Materials Expenses
	280000
	80000
	3.5

	Labour Expenses
	440000
	80000
	5.5

	Overhead Expenses
	120000
	80000
	1.5

	Variable Costs Per Unit
	
	
	10.5


Fixed Cost Calculations:
Fixed cost can be referred as the costs that do not change with the changes in quantity of production (Gillespie, 2018).
	Particulars
	

	Network Setting Cost
	150000

	Website Handling Cost
	50000

	IT Programmer’s Salary
	35000

	Warehouse Rent
	170000

	Insurance Cost
	100000

	Supervisor’s Salary
	35000

	Total
	540000

	Per Unit Cost(540000/100000)
	5.4


Total Cost and Total Revenue Calculation: 
	Particulars
	Calculations
	Amount

	Fixed Cost
	5.4*100000
	540000

	Variable Cost
	10.5*100000
	1050000

	Total Cost
	
	1590000

	Total Revenues
	20*100000
	2000000

	Profit
	
	410000


BEP Calculation:
BEP Quantity=Total Fixed Costs/ (Selling Price per Unit-Variable Costs Per unit)
		= 540000/ (20-10.5) = 56842.1= 56842 Souvenirs
BEP (Euro) = 6684.21*20= £1136842
So, after considering all fixed costs total fixed costs amount is £540000 and variable costs 105000 when Amana goes for establishing an online shop. However, at this point, total profit (2000000-1590000) = £410000. However, to recover all losses and to reach in no gain, no loss position Amana must sell 56842 Souvenirs £1136842(in amount). 
However, Amana limited said that it wants to shut down its three shops. So, we have to exclude fixed costs regarding offices. So, with the changes in cost structures, profit amount and BEP will also change. 
BEP Calculation deducting Rent and Supervisory salary:
	Particulars
	Calculations
	Amount

	Fixed Costs
	(540000-170000-35000)
	335000

	Variable costs Per Unit
	
	10.5

	Selling Price per Unit
	
	20

	BEP(Quantity)
	335000/ (20-10.5)
	35263 Unit

	BEP(Amount)
	20*35263.
	705260



So, when the Fixed cost regarding rent and salaries are deducted, the New total cost would be 1050000+335000= £1385000. In this case, the profit will be £615000. And BEP quantity would be 35264 which will be £705260 in sales amount. 
[bookmark: _Toc71236955]Option 2-Selling Through Amazon:
Besides the choice of an online shop, Amana Limited also thinks about make selling through Amazon which will guarantee sell of 65000 units per year. However, there is a disadvantage of less control over pricing in the case of this choice. 
BEP Considering Rent and Supervisory Salary:
Fixed Cost Calculations:
	Particulars
	

	Warehouse Rent
	170000

	Insurance Cost
	100000

	Supervisor’s Salary
	35000

	Amazon Fulfilment Cost 
	50000

	Total
	355000

	Per Unit Cost(355000/65000)
	5.46






Total Cost and Total Revenue Calculation: 
	Particulars
	Calculations
	Amount

	Fixed Cost
	
	355000

	Variable Cost
	10.5*65000
	682500

	Total Cost
	
	1037500

	Total Revenues
	20*65000
	1300000

	Profit
	
	262500


BEP Calculation:
	Particulars
	Calculations
	Amount

	Fixed Costs
	
	355000

	Variable costs Per Unit
	
	10.5

	Selling Price per Unit
	
	20

	BEP(Quantitry)
	355000/ (20-10.5)
	37368 Unit

	BEP(Amount)
	20*37368
	747369



Here, the quantity to cover all costs is 37368 units which are 747369 Euro in amount. Besides, the profit amount, in this case, is £262500. 
However, excluding rent and salary, BEP must be determined to compare. 
BEP Calculation deducting Rent and Supervisory salary:
	Particulars
	Calculations
	Amount

	Fixed Costs
	(355000-170000-35000)
	150000

	Variable costs Per Unit
	
	10.5

	Selling Price per Unit
	
	20

	BEP(Quantitry)
	150000/ (20-10.5)
	15789 Unit

	BEP(Amount)
	20*15789
	315789



So, here in this case BEP is 15789 in quantity and £315789in amount. However, here profit amount will be [1300000-(682500+150000)] = £467500. 
[bookmark: _Toc71236956]Comparing option 1 & 2 and Recommendations: 
So, when three shops of Amana Limited will have stopped time, cost & labours to reach to BEP will be less which can be a good choice. Besides that, by deducting fixed costs, the profit amount will also increase (Yılmaz, 2018). And this is true for both of these options. And that’s why to recommend an option, comparisons are necessary. 






	Particulars
	BEP(Quantity)
	BEP(Amount)
	Profit Amount

	Option-1(100000 Unit)

	Before shutting Down 3 shop
	56842 Unit
	£1136842
	410000

	After shutting down 3 shops
	35263 Unit
	705260
	615000

	Option-2(65000 Unit)

	Before shutting Down 3 shop
	37368 Unit
	747369
	262500

	After shutting down 3 shops
	15789 Unit
	315789
	467500


 
So, according to this table, the whole summary of all calculations is shown. Here ZBEP and profit amount both can be considered as the parameters. With the decreasing amount of fixed cost, BEP remains decreased. Firstly, if Amana limited sell product through online shops, its sales amount will be higher and it will able to reach more customers. Secondly, In both cases, it is noticed that Alamamn limited can earn more through establishing an online business. Thirdly, though for online shops fixed cost is higher, guaranteed selling quantities are also higher which will facilitate this company to earn more. Lastly, what is more, important is the control which will be lost if Amana limited will engage with Amazon to enhance sales. 
In sum, considering all these things, it can be said that Amana limited will be in an advantageous & profitable position if it establishes & conduct its online shop rather than going for an arrangement with Amazon. So, option 1 is the better option in comparison to option 2 for Amana Limited. 


[bookmark: _Toc71236957]Conclusions:
Budget is the monetary plan for any business which facilitates a business to understand its actual conditions. Here, the budget of Amana limited which is a family business was analysed. Because of the covid-19 pandemic; this business faced distress conditions, and to overcome that this business through two analysis. After analysing cost-benefits and sales quantities, it is opening of an online shop is suggested for Amana limited. It is expected that this business will go long. 
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