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[bookmark: _Toc101658730]Introduction 
Management accounting is the presentation of financial and non-financial decision-making data to executives (Corporate Finance Institute, 2022). Management accounting, or managerial accounting, is a branch of accounting that focuses on helping managers better understand themselves and their firms in order to make superior strategic decisions. This style of accounting focuses on the day-to-day operations and administration of companies. Administrative tasks such as organizing, staffing, coordinating, and managing operations are made possible by this system. Management accounting is a field of accounting that provides managers and other internal users with economic and financial data. An accounting innovation of this magnitude has never been seen before (Mowen, Hansen and Heitger, 2016). This report is broken into two sections ns. The first part depicts the compilation of a monthly control report that details Amana's Ltd.'s performance for the year 2020. The second section advises Mr. Amana on whether to open their internet store or sell on Amazon.


[bookmark: _Toc101658731]Part A
[bookmark: _Toc101658732](i) Prepare the monthly control report showing the original budget, flexed budget and variances: 
[bookmark: _Toc101658733]Monthly control report 
Monthly control reports summarize financial statements and business performance reports prepared by internal stakeholders or external experts every month. It encompasses revenue, expenses, profit/loss figures, and a sales breakdown per product category or service (Shim, 2018). This report must be precise but informative to communicate the specific goals to the organization. This enables managers to spot any possible issues or areas for improvement fast. The monthly control report has a variety of applications ns. It can also assist in identifying trends throughout time and help managers make better accurate conclusions about future strategies. It helps to examine a company's financial performance to ensure that the judgments are well-founded and also Compares the predicted budget to the actual amount spent to determine the remaining money. In addition, it Compares the company's actual results to what the management expected.
However, there are some challenges of this report. One of them is getting inaccurate data, such as deadlines are essential, but getting accurate data takes precedence over everything. Another is that there is no defined procedure to conduct the rep rt. Sometimes, it has limitations in predicting future growth potential (indeed.com, 2022).




Monthly Control Report 
Original budget 
	Particulars
	Actual (£)
	Original (£)
	Variance
	Favourable/Unfavorable
Variance

	Units
	80,000.00
	80,000.00
	
	

	Sales
Actual:
(80,000 x 20)
Original:
(80,000 x 25)
	

160,000.00

	

20,00,000.00
	

400,000.00
	Unfavourable Variance

	Less: Costs
	
	
	
	

	Variable
Costs:
Materials
Labor
	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 

	Contribution
(Sales –
Variable
Costs)
	760,000.00
	760,000.00
	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
	1010,000.00
	555,000.00
	Unfavourable Variance


[bookmark: _Toc101654626]Table 1: Monthly Control Budget
Source: (Self-Made)
[bookmark: _Toc101658734]Flexed Budget:  
A flexed budget shows the revenues, costs, and profits that should have been expected based on current production and sales lev ls. When the flexible budget is compared to actual results over time, the differences become much more significant (Bragg, 2022). Afterward, a flexible budget based on the current activity level can be prepared at the end of the budget per od. When adopting standard costing, this flexible budget becomes a critical component of financial control, as it helps one get the answer to the question, "What should the financial results be at the current activity level?"Flexible budgets are changed across the year to account for fluctuations in sales, manufacturing costs, and practically any other change in company conditions. To benefit owners and managers is the capacity to adapt to changes in the business environment (Zamfir et al., 2018). It is to be known that, in the flexed budget, variable expenses are expressed as a proportion of sales which provides the most advantage to an organization in finding opportunities es. Such as, if the sale of a company rises considerably, using this budget, it can be altered to increase marketing spending to take advantage of the unexpected income boost.
Additionally, using a flexible budget, management might see if manufacturing costs for items rose drastically during the year and caused a loss to the market (Wyatt, 2019). It might be a price increase or a cost-cutting effort in the manufacturing process.
Flexed Budget
Original Budget 
	Particulars 
	Actual (£)
	Original (£)
	Variance
	Favourable/Unfavorable
Variance

	Units
	80,000.00
	100,000.00
	20,000.00
	Unfavourable Variance

	Sales
Actual:
(80,000 x 25)
Original:
(100,000 x
25)
	20,00,000.00
	25,00,000.00
	500,000.00
	Unfavorable Variance

	Less: Costs
	
	
	
	

	Variable
Costs:
Materials
Labor
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- Variable costs)
	13,60,000.00
	17,00,000.00
	340,000.00
	Unfavourable Variance

	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

	Profits 
	10,10,000.00
	13,50,000.00
	340,000.00
	Unfavourable Variance


[bookmark: _Toc101654627]Table 2: Flexed Budget
Source: (Self-Made)



[bookmark: _Toc101658735](ii)Aman’s Performance Report: 
Amana Ltd appears to be having a difficult time based on the results of a mathematical investigation. The global covid outbreak has put a halt to travel. This brought the industry to a halt and reduced the profit margin just as Amana Ltd. hoped to generate £100,000 in sales but only made £80 00 after subtracting different expenditures. A 20 percent decrease in the selling price of each unit hasn't stopped the company from seeing large rises in the costs of materials and labor. The 10 percent increase in overhead costs resulted in a loss of 760 thousand pounds (budget vs actual l). Because the single fixed expense has grown from £100,000 to £170,000, the warehouse rental has remained constant, necessitating insurance. In addition, Amana Ltd has decreased the remuneration of the full-time warehouse supervisor by 20%, from £50,000 to £35,000 per year. Because their flexible budget was more appropriate than their initial one, they were able to offer products at a cheaper price while maintaining the same number of sales. As a result, the company's final result was not acceptable.
Amana, an expert in the tourism industry for 40 years, has successfully left an example for next Dec. With its prowess, it may recover its profit on Mar. There is one thing that the company can do is to lower unit costs and look for other sources of ingredients and resources. If the company wants customers to keep buying souvenirs or earn some sales, it may need to cut production costs. At the moment, Amana Ltd. sells souvenirs for £20 each, but the company expects to sell them for £25 each eventually. This has resulted in a loss of £760,000 in total. A rise in raw material and labour prices and increased overhead expenditures cause the company to face a loss (blogs.worldbank.org, 2022). Amana Ltd. should emphasize product demand rather than finding tourist hotspots to address these losses. They should cut unit prices and look for alternative sources of components and resources (local source g). If Amana Ltd. wants consumers to keep buying their souvenirs, they may need to cut costs for business es. They can also try to enter into other sectors to generate different sorts of revenue that may make up a loss.




(iii) [bookmark: _Toc101658736]Provide recommendations to Amana’s CEO:
Amana Ltd. is passing through a bad patch, and the firm's CEO needs some tangible initiatives to assist her business. In this instance, growing income by delivering more units at a higher sale price while minimizing variable expenses is essential al. Amana can raise more money in several w ys. Below the ways are presented one by one:
· They may boost their offering value per unit from £25 to £30 without changing their variable costs in order to gain an extra £40,000 in revenue. It may not be the greatest solution for Amana if sales volume decreases. This is a bad choice.
· A total of £80,000 in income will be generated as a result of increasing the selling price from £25 to £30 and decreasing the variable costs from £20 per unit to £12 per unit. In addition to reducing losses, this option will also contribute more to Amana's fixed overheads. This is the best option.
· Sales of reduced products for a limited time may also be an effective marketing tactic that may help to increase sales volume and perhaps attract some new consumers who were previously unable to purchase items owing to high costs (forbes.com, 2022). However, the company's operating capital might be depleted by a massive inventory of unreturned souvenirs after the promotional per od. As a result, this is not a good choice.
· Amana would save £100,000 in fixed expenses by selling souvenirs digitally to customers who were unable to visit real stores because of the shutdown. As a result, companies are encouraged to make this decision. In addition, a variety of methods exist for reducing variable costs, including:
· Cutting material prices by half, from £2 to £1.50 for each unit, while keeping all other factors the same (selling price and labour costs remain unchanged d). An enhanced contribution margin of £0.5 per unit will increase the revenue by (£20,000) due to this change. Customers may be dissatisfied due to poor-quality items produced using this met od. This is not a good option.
· Reducing unnecessary employees can be another way of saving costs (Lalli, 2019). Cutting the number of full-time warehouse employees from four to three while keeping all other factors constant saves the company £120,000 a year in variable co ts. Choosing this option will help Amana save money and contribute more to its fixed costs.
· To save £30,000 per year, cut the overhead expenditures from $1.50 to $1 per unit, or $1 per unit. However, this solution may not be possible because the company's proper operation necessitates paying some overhead fees (e.g., insurance). This is not a good choice.
Amana's CEO must focus on generating income while lowering variable expenses, which is obvi us. These goals may be met with the aid of these solutions, which can also enhance the organization's financial situation.


[bookmark: _Toc101658737]Part B:
[bookmark: _Toc101658738]Report on Aman's decision to go Online:
Mr. Amana made the smart decision to move 50% of their sales from a physical to an internet channel in order to save money. Having locations in Brighton, Birmingham City Centre and Manchester City Centre would only be able to service a small area or section of the population.  Despite the fact that Amana Souvenirs may profit from having these locations in terms of enhanced customer loyalty and costs associated with managing physical stores, the company's capacity to reach new customer bases would be constrained. If Amana Souvenirs can channel half of its planned sales through an online approach that targets the United Kingdom, Europe, and the United States, it has the potential for a tremendous expansion of its market and consumer base." It is also possible to use strategy to reposition the company's remaining offline outlets in order to effectively satisfy its domestic customer base and loyalists. In order to run a successful business, Mr. Amana must pick between selling on Amazon and setting up his own online store. The business weighed the price of each alternative before making a final decision" (Board,2022). Amana estimates that it will need an initial expenditure of £10,000 to get their internet store up and running, and an extra £100 a month to keep it running. A full-time programmer would cost £35,000 per year, according to the company's founders. Because this person needs constant supervision and guidance, the company will be under even more stress. For the owner's IP, it's also critical to factor in the cost of the distribution network. As a result, the company bears a heavy financial burden (Griffith and Lea, 2019). Customers in the UK, Europe, and the United States should expect to pay £150,000 to get their hands on the product. To put it simply, Amana will need to spend £295,000 to get its online shop up and running, which might result in a jump in revenues. For those who want to sell on Amazon, Amana will need to be aware that they will be required to pay Amazon fulfillment costs of £50,000 if they choose this rote. Moreover, because of the intense competition among Amazon sellers, analysts predict Amana will only be able to generate guaranteed sales of 65,000 units on the mar et. Even yet, this figure may be vulnerable to growth in the future because it is heavily influenced by market demand.
Amana would have to spend £50,000 to have its products accessible for purchase on Ama, which is a clear indication of the costs involved. A total cost of £100,000 will be charged if the company decides to sell through this e-commerce monster. It's easy to see that Amana will save money in the beginning if it decides to sell on Amazon. But their profits and revenues will be lower than if they had started their online business. Nevertheless. When a company decides to launch an online store, they may expect to see an increase in sales and a boost in profits. This is due to the fact that they will have complete authority over the products they sell, the prices they charge, and the return policies they apply. Before making a decision on where to sell his goods, Mr. Amana should thoroughly consider all important factors. Analyzing the pros and downsides of these choices might help a business owner decide whether or not to sell on Amazon.
For Mr. Amana, it would be best if he tried selling on Amazon for at least a year before making a final decision. Because of this, Mr. Amana will be able to customize his marketing efforts in order to increase consumer recognition and loyalty over the long term, even though it is projected to confront severe competition in this seller area. It's possible that Mr. Amana may wish to launch a separate online store for Amana Souvenirs after gaining a significant amount of brand recognition within 1-2 years.
[bookmark: _Toc101658739]Conclusion:
According to the findings of this study, management accounting is an essential part of every f rm. By keeping an eye on their finances, firms can take the necessary steps to increase profits. Management accountants gather and analyze financial data using various tools and procedures and then provide their findings and suggestions to firm owners and managers.
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