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Introduction 
Management accounting or managerial accounting provides financial information to the internal managers who are involved in decision-making. Internal accountants use managerial accounting for decision purposes and this makes managerial accounting different from financial accounting. Managerial accounting deals with budgets, forecasts, and performance reports. Management accounting mainly focuses on short-term decisions. Finance administration shares financial information like balance sheets, and invoices with the managerial accounting team. Management Accounting Information (MAI) helps various stakeholders to get proper information about the financial report. Helping the management to make the decision is the main objective of management accounting. Tools of managerial accounting are cost accounting, financial accounting, business analysis, economics, etc (Davidyuk, 2017). Management accounting works in various ways to improve the quality of information. There have various types of managerial accounting. They are product costing and valuation, cash flow analysis, inventory analysis, constraint analysis, financial leverage metrics, accounts receivable management, and budget and trade analysis. This report has two parts: the first part consists of the preparation of the monthly control report that explains the performance of Amana ltd during 2020. The second part is about giving recommendations to Mr. Amana on whether they should set up their online shop or sell on Amazon. 
Part A: 
(i) Prepare the monthly control report showing the original budget, flexed budget, and variances.
Monthly control report: Monthly management control reports are prepared by the internal stakeholders or external experts that show the financial statements' business performance. Monthly management reports include information about revenue, cost, profit or loss, and sales line. In monthly managerial reports, a comparison occurs between the actual and expected results of budgeted figures. The report helps managers to know about the problems or areas that need to improve. The monthly control report has applications in several areas. First, it can be used to set specific goals or objectives (Hanif, 2019). Then it helps the managers to gather more information and set future strategies. Additionally, the reports help to forecast future performance. 
The chief financial officer (CFO) is responsible to prepare the monthly managerial reports. The CFO discusses the report with the higher authority of the company before publishing it to the company. The monthly report is generally published online by using mail. Some companies upload their web database and allow employees access. Employees can enter into the database and download the report for future use. The monthly control report contains an executive summary that makes it easier to find information without reading full information. 
Flexed budget: Another primary kind of budgeting technique is known as flexible budgeting. When an undesirable event takes place, flexible budgeting enables managers to adjust the amount of money allocated for costs or income. If an organisation receives less revenue than was anticipated, they have the option to reduce some of the costs associated with running their firm. On the other side, if the firm makes a significant amount of additional profit, it will be able to use that excess money into growing the business (Li and W.S, 2018). The use of a flexible budget may have some beneficial effects. They are as follows: Budgets that are flexible are more realistic, and flexible budgeting makes it possible to assess a variety of potential outcomes. Additionally, there are certain drawbacks to it. It's possible that the model won't operate if the costs aren't tied to the income. It requires a significant amount of afford in order to work with a flexible budget. The ability to adjust spending according to changing circumstances makes flexible budgeting a more accurate method of financial planning than other approaches. 
Monthly control report
Original Budget
Particulars
Actual (£)
Original (£)
Variance
Favourable/Unfavourable
Variance
Units
80,000.00
80,000.00
Sales 
Actual:
(80,000
 x 
20)
Original:
 x 
25)
(80,000
16,00,000.0
0
20,00,000.0
0
400,000.00
Unfavourable Variance 
Less: Costs
Variable
Costs:
Materials
Labour
280,000.00
440,000.00
120,000.00
200,000.00
320,000.00
120,000.00
80,000.00
120,000.00
0
Unfavourable Variance
Unfavourable Variance
Nil

Overhead
Contribution
(
Sales
 
–
Variable
Costs)
760,000.00
13,60,000.0
0
600,000.00
Unfavourable Variance
Fixed
Overheads:
Warehouse
Rental
Insurance
Fulltime
Warehouse
Supervisor
Salary
170,000.00
100,000.00
35,000.00
200,000.00
100,000.00
50,000.00
30,000.00
0
15,000.00
Favourable Variance
Nil
Favourable Variance
Profit
455,000.00
10,10,000.0
0
555,000.00
Unfavourable Variance

Flexed Budget
Particulars
Actual (£)
Original (£)
Variance
Favourable/Unfavourable
Variance
Units
80,000.00
100,000.00
20,000.00
Unfavourable Variance
Sales 
Actual:
25)
 x 
(80,000
Original:
(100,000
x
 
25)
20,00,000.0
0
25,00,000.0
0
500,000.00
Unfavourable Variance 
Less: Costs
Variable
Costs:
Materials
Labour
Overhead
200,000.00
320,000.00
120,000.00
250,000.00
400,000.00
150,000.00
50,000.00
80,000.00
30,000.00
Favourable Variance
Favourable Variance
Favourable Variance
Contribution
(
Sales
 
–
13,60,000.0
0
17,00,000.0
0
340,000.00
Unfavourable Variance

Variable
Costs)
Fixed
Overheads:
Warehouse
Rental
Insurance
Fulltime
Warehouse
Supervisor
Salary
200,000.00
100,000.00
50,000.00
200,000.00
100,000.00
50,000.00
0
0
0
Nil
Nil
Nil
Profit
10,10,000.0
0
13,50,000.0
0
340,000.00
Unfavourable Variance

(ii) Using the control report prepared in (i) above, prepare a report on Amana’s performance during the year 2020.   
Performance report
A difficult year was had by Amana Ltd. As a result of the COVID-19 pandemic crisis occurring all over the globe, there were restrictions placed on mobility, which led to a decrease in sales. After paying a variety of variable costs, Amana Ltd. anticipates an increase in sales of 10,000 units; instead, the company only ends up selling 80,000 units. The COVID epidemic resulted in a drop of 20,000 unit sales. Along with the reduction in quantity sold, the selling price fell by twenty percent, from twenty dollars to twenty dollars per unit. The unit cost rises as a result of an increase in both the cost of materials (from 250000 to 280000) and labour (400000 to 440000). In addition, there was a ten percent rise in overhead expenses. The entire amount spent on administrative costs is 760,000 pounds. The company's insurance costs have remained the same despite a drop of 30,000 dollars in warehouse leasing costs. The salary of the warehouse supervisor drops from 50,000 to 35,000, a fall of 15,000. In comparison to the real budget, the flexible budget that Amana Ltd. created was much more comprehensive and precise. Amana Ltd. was able to offer its souvenirs at a reduced price while still maintaining the real selling unit since the company had a flexible budget (Macchia, 2019). This demonstrates that Amana Ltd. has not been doing well. Although there has been an increase in the quality of the selling unit, the selling price has decreased, and variable expenses are not under control. The firm does not meet the requirements for the total profit margin.
Amana Ltd. is not in a financially viable position as it was in previous years, which is what led to the firm deciding on the business plan for moving ahead. Instead of focusing on the business, such as tourism, Amana Ltd. need to put more of their attention on marketing their products. It's possible that Amana Ltd. views their goods as being intended for individuals rather than certain communities of people. The business has to find ways to lower the costs of manufacturing and should investigate other raw materials that may be purchased from the regional market. Amana Ltd. is anticipating that they would sell their items for 25 dollars a unit, however they are now selling them for 20 dollars per unit. Because of this, Amana Ltd. suffers a significant loss. There are a few contributing causes that led to this defeat. They include high costs for both materials and labour, as well as increasing costs for overhead. Instead of concentrating on the tourist business, Amana Ltd. need to concentrate on the total souvenir market. Despite the fact that the COVID-19 pandemic has caused significant damage to the tourist sector, Amana Ltd. still has the potential to recover if they take the proper remedial actions (Malina and M.A, 2018). 
(iii) Provide recommendations to Amana’s CEO on areas of improvement.
Amana ltd. is passing a rough time in the industry and the CEO of the company needs to take some action to lead back the company. To obtain this goal the CEO may increase the revenue by selling more units as well as decreasing production costs. 
Some ways Amana ltd. may follow to increase their revenue: 
1. Amana ltd. may increase its per unit product selling price. If the company increase unit price by 5 pounds from 25 to 30 without changing variable cost it will increase the contribution margin as well as the revenue. But this step may not be suitable for the company because it may reduce selling units at an excessive price. This option is not recommended for the CEO (Modell, 2017). 
2. Increasing selling price by a minimum amount and decreasing variable cost will lead to more contribution margin and also increase revenue. This step will help Amana to reduce losses and to contribute to its fixed overheads. This is recommended for the CEO. 
3. Selling souvenirs at a discounted rate may lead the company to capture more customers. Customers who were not able to purchase the product before will be able to purchase it now for a discounted rate. It will increase the number of customers as well as the sales. This step is recommended. 
4. Selling souvenirs online also increase the sales volume. Many people dislike visiting shops physically and these people may buy Amanas products online (Nishimura, 2019). This option is recommended. 
5. Full-time warehouse staff costs can be reduced by taking 3 employees rather than 4. This led to a cost reduction of 120000 per annum. This option is recommended. 
So CEO of Amana ltd. has focused more on increasing revenue along with reducing variable costs. The options described above will help the CEO to improve the financial position of the company. 
Part B
Report to Mr. Amana
Mr. Amana decided to move their business online from offline by 50%. Doing business online is a good decision for Amana ltd. To do business online Amana ltd. has to do some activities. Mr. Amana is considering closing their offline shops in Brighton, Birmingham city center, and Manchester city center. To shift sales online by 50% Amana ltd. need to consider the following things. 
1. To set online business Amana ltd. has to consider the initial start-up cost required 10000 pounds and 100/month for running costs. 
2. Amana ltd. has to appoint a full-time IT operator to operate online activities. The programmer charge 35000 pounds for salary yearly. 
3. Online sales need a delivery network. To set up the Company’s delivery network Amana ltd needs to spend 150000 pounds initially. There are some more costs on the delivery network. A monthly salary will be applicable for the delivery person. 
There have some advantages to establishing an online business. People prefer online shopping rather than physical considering some things. The things are: 
Virtual task: Buying online is a virtual task. Online shopping doesn’t need a physical presence in the store as a result people prefer to buy products online (Scott, 2019). 
Cost efficient: Online business doesn’t need physical shops and consumers don’t need to spend money on transport to go to the shop. It leads the company to reduce their product price and consumers can afford more products by spending the same amounts as previous. 
Faster process: consumer needs less time to buy products online. By clicking on the website of the company consumer can buy products, as a result, they prefer buying products online rather than offline. 
Payments mode: Online shopping receive payment by using online banking as a result consumers don’t need to carry physical currency (Tănase, 2021). People nowadays don’t prefer to carry money physically as a result online shopping becomes popular. 
Considering these advantages of online business for both the company and the customers Amana ltd has to spend 295000 pounds initially to have their online shop. Besides the cost of establishing an online shop, Amana ltd will capture new customers. Research shows that Amana ltd. will be able to sell 100000 units per year. It will increase year by year. 
Mr. Amana can take another way to go to online business. Amana ltd. can sell its products directly on Amazon. Amazon is a separate business organization that sells products online. Amazon doesn’t produce any products.  Amazon acts like a middleman. Amazon is a web-based business where companies stock their products to sell and Amazon receives a portion of the share from the companies (Weetman, P2019). If Mr. Amana decides to sell products on Amazon they have to spend some costs. Amazon charges costs for selling products on behalf of the company. The costs are: To sell products on Amazon Amana ltd. has to pay 50000 pounds initially. Amazon charges fees for every sale of the products. Along with this cost, Amana ltd will be able to sell 65000 units of products. 
There are some advantages and disadvantages of selling products on Amazon. As Amazon is a separate organization control over selling and pricing is maintained by Amazon. There will be no control of Amana ltd. on selling or return policy. There are too many competitors on Amazon. It is difficult to sell massive products on amazon as there have the same products as other companies. 
Considering all these things Mr. Amana has to decide which option will be better for his company’s online sales. Mr. Amana could consider Amazon as their first step in going online business. Amana ltd. may sell its products on Amazon for 1-2 years to gain experience. As there has a lot of competition it will provide real feedback to Amana ltd. about their products and the acceptance of products by the consumer (White, 2019). By selling products on Amana ltd. can advertise their products and create a strong customer base by creating product awareness. After building brand awareness on Amazon Amana ltd. can consider establishing its online shops. When there is a strong customer base and surplus revenue Amana ltd can be able to set up its online shop. After this sales will increase and the cost of production will decrease so Amana ltd. can sell souvenirs at a lower price. 
Conclusion
This report shows the impact of management accounting on business. Managerial accounting helps companies track financial information and improve their decisions. By using management accounting managers collect data and give recommendations to the higher authority of the company. In Amana ltd. managers use managerial accounting to complete the monthly control report, fledge budget, and variances. Performances of the report were also measured by using managerial accounting. For COVID-19 unfavorable situation has arrived and managers overcome the situation with the help of management accounting. Managers identify the opportunities for online sales through their online shops and on Amazon. By measuring the cost and revenue of the two online systems managers set their online business plan. Overall management accounting provides a complete picture of the financial position of the company. 
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