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[bookmark: _Toc119362558]Introduction
Internal reports can be thought of as those intended for various management levels. The timeliness of these reports varies depending on the function they perform. Maintaining a tight eye on a thousand things is typically how management control is envisioned, with each item having the potential to spiral out of control and cause issues. Control reports for managers must be quite detailed. The accountant should create management control reports that distinguish between critical issues and less serious issues. The accountant should utilise graphic indicators in control reports to draw attention to major issues. Personal productivity and a company’s profitability are the two aspects that are covered by control reports. The first category of reports is created and produced to compare the performance of leaders and directors of different responsibility centres to the performance that would have been expected given the current situation. The second category of papers demonstrates how successfully the responsibility centre has operated commercially. Frequently, such analyses are conducted. Full cost accounting must be used in place of managerial accounting for this kind of analysis (Guo and Yang, 2018). 
The original budget, actual budget, flexible budget, and deviations will therefore be included in this report to generate the monthly control report. Additionally, this report will evaluate Amana's efficiency in comparison to other costs and make recommendations for development in key areas. Taking into account all associated overheads, this report will evaluate Mr Amana's decision to sell products online and make recommendations as to whether they should launch their online store or market their products on Amazon.
[bookmark: _Toc110071886][bookmark: _Toc119362559]Monthly control report showing original budget, flexed budget and variances
A budget is an estimate of income and expenditures for a given future period, and it is often created and updated regularly. According to Herremans and Nazari (2016), the first approved budget for the budgetary period is known as an original budget. A flexible budget is intended to adapt depending on the amount of activity achieved by distinguishing between fixed, semi-variable, and variable costs. Amana limited can respond more quickly to changes in income and expense with the help of flexible budgeting, which also makes it easier for them to compare actual performance to anticipated performance. Favourable variations appear when real results are higher than projected expectations, while unfavourable variances appear when actual results are lower than anticipated (Charifzadeh and Taschner, 2017).
	Budgetary control system
	
	
	
	

	Particulars
	Original budget (£)
	Actual budget (£)
	Flexible budget (£)
	Variance (£)
	Effects

	units produced
	100,000
	80,000
	80,000
	20,000
	Unfavourable

	selling price
	25
	20
	25
	5
	Unfavourable

	Sales revenue
	2,500,000
	1,600,000
	2,000,000
	900,000
	Unfavourable

	Less: variable cost
	
	
	
	
	

	Labour
	400,000
	440,000
	320,000
	40,000
	Unfavourable

	Overhead
	150,000
	120,000
	120,000
	30,000
	Favourable

	Materials
	250,000
	280,000
	200,000
	30,000
	Unfavourable

	
	
	
	
	
	

	Contribution
	1,700,000
	760,000
	1,360,000
	940,000
	Adverse

	Less: fixed costs
	
	
	
	
	

	warehouse rental
	200,000
	170,000
	200,000
	30,000
	Favourable

	Insurance
	100,000
	100,000
	100,000
	0
	Nil

	supervisor salary
	50,000
	35,000
	50,000
	15000
	Favourable

	
	350,000
	305,000
	350,000
	
	

	Profit
	1,350,000
	855,000
	1,010,000
	495,000    Adverse
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From the analysis above it can be noted that although it was originally intended for £1,700,000, the actual contribution was £760,000. This resulted in an unfavourable value of £940,000 that could be attributed to the units made. Only 80,000 of the anticipated 100,000 manufacturing volumes were produced, according to the data above, leaving a 20,000-unit shortfall. Less souvenirs were produced as a result of this unfavourable trend, which was brought on by a reduction in the amount of Amana limited items supplied. A rise in the price of purchasing the goods is the cause of this negative contribution margin. The predicted sales revenue was £2,500,000, but only £1,600,000 was realised, resulting in a negative variance of £900,000. The decline in sales revenue is ascribed to the coronavirus pandemic's negative effects on company activity. This was entirely beyond the company's control and had a negative financial impact (Jasińska-Biliczak, 2022).
Amana Limited established a profit target of £1,350,000. This was not attained since the actual income was £855,000, resulting in a negative variance of £495,000. Amana Limited established a profit target of £1,350,000. This was not attained since the actual income was £855,000, resulting in a negative variance of £495,000. Due to a failure to attain the estimated sales value of £25 Amana Limited experienced a negative sale price variation. The difference was £5 because the sale value that was realised was £20. Amana Limited had fewer clients when the pandemic first struck. Amana Company has to lower the selling prices to draw in potential clients in the UK to ensure steady sales of souvenirs to tourists. Generally, Amana’s output fell as a result of the ban on immigrants from other countries entering the UK. 
The company's warehouse lease stays the same, leaving the insurance as the main fixed expense that has altered, going from £100,000 to £170,000. Patriotic agents who opted to grant Amana Limited a £30,000 waiver due to the challenging economic conditions brought on by the Coronavirus are likely responsible for the favourable value. Additionally, the full-time warehouse supervisor's pay has been cut by 20 per cent, from £50,000 to £35,000 annually. Because, Amana Limited's manufacturing capacity was decreased from 100,000 to 80,000 units, there was no need to keep products in the warehouse. The management was forced to agree with the warehouse supervisor to lower his pay from £50,000 to £35,000.
Despite expecting to pay £150,000 in overhead, Amana Company only spent £120,000. A favourable variation may have happened as a result of cost savings through volume purchasing, cheap materials, effective cost controls, or mistakes in budgeting planning. Costs for direct materials were out by an unfavourable £30,000. In contrast to the anticipated cost of £250,000, the components ended up reaching £280,000. Undesirable direct material efficiency deviations can be attributed to employee errors, theft of supplies, worker spoilage and damage to supplies and inadequately trained personnel on a manufacturing line, according to Malmi (2016). To cut costs, starting a production process using subpar materials can have an impact on the direct materials variance. A negative direct materials efficiency variance might emerge from using more units of a single material when using lower-quality resources. A one-time or short-term adverse direct material efficiency variance could be caused by an error in the budgeting for materials. The variations can also be negatively impacted by a manufacturing line breakdown or a problem with a crucial machine that causes materials to deteriorate.
Direct labour cost changes that were unfavourable totalled £40,000. The amount spent exceeded the planned budget. The forecast for the variable labour cost was £400,000, but it came to £440,000 instead. A negative variance in production might be the result of increasing direct labour costs or ineffective production facility processes. Annual price hikes might have caused labour costs to increase, negatively affecting budgetary price variations. For instance, escalation provisions, which are intended to automatically raise labour costs at predetermined intervals, are routinely included in long-term contracts. These can harm a company in several ways, including producing cash flow issues, lowering profit, and preventing managers from receiving expense-based incentives. Additionally, suppliers may occasionally raise the hourly rates of their contract workforce owing to economic situations. Unanticipated overtime pay rates for employees could result in unfavourable labour-price discrepancies for management (Maheshwari, Maheshwari and Maheshwari, 2021).
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The administration of Amana Limited should make use of different inventory management techniques, such as set order quantity and just-in-time inventory. JIT will enable Amana Limited to store the least amount of inventory possible while minimising the costs and risks related to keeping a sizable amount of inventory on hand. Amana Limited can keep an eye on the supply and replenish it with the least amount of human intervention because of the fixed point. Utilising technology allows for the speedy creation of purchases and tracking of excess inventory. Instead of placing an order that is large enough to produce revenue and then searching for several small buyers, bids can only be issued when a consumer is willing to complete a good transaction. This may result in a reduction in the requirement for warehouse space and a decrease in the cost of the merchandise (Charifzadeh and Taschner, 2017).
Moreover, the CEO of Amana Limited needs to concentrate on raising revenue by selling more souvenirs at a higher value while lowering expenditures. Amana Limited ought to think about raising its retail price per unit from £25 to £30 while maintaining variable costs. As a result, the contribution will grow by £2 per unit, generating an extra £40,000 in revenue. This choice will reduce the amount of merchandise Amana Limited has available for sale.
The benefit of choosing this option is that it will increase contributions to Amana's fixed expenses while also assisting in the reduction of losses. The income will grow by a maximum of £80,000 if the selling value is raised from £25 to £30 while the variable expenses are decreased from £20 to £12 per unit. Similarly, offering souvenirs at a £20 discount for a short time can also be a successful marketing technique that could increase sales revenue and even draw in some prospective consumers who before were unable to buy the souvenirs due to the high cost. Due to the lockdown, Amana Limited might start offering souvenirs online to clients who were unable to access conventional storefronts. As a result, Amana's revenue will rise by £100,000, while its fixed expenses will go down.
It is possible to lower variable costs by lowering material expenses from £2.5 to £2 per unit whilst keeping the current levels for labour and selling price. Due to this, the contribution margin will grow by £0.5 per unit, increasing income by a maximum of £20,000. Variable costs will decrease by £120,000 annually if the number of full-time warehouse employees is reduced from 4 to 3. All other factors will remain the same. This choice is advised since it will minimise expenses and contribute more to Amana's fixed expenses.
Instead of presenting themselves in accordance with an industry, such as tourism, Amana Ltd. should concentrate on the need for their products. They should lower unit costs and look for different places to buy their supplies and materials. If Amana Ltd. wants people to keep purchasing their souvenirs, they might need to cut costs overall. They should also think about diversifying their markets to bring in new sources of income (Jasińska-Biliczak, 2022).
Part B
[bookmark: _Toc110071890][bookmark: _Toc119362562]An analysis of Mr Amana’s decision to go online taking into consideration all relevant costs
Mr Amana's choice to shift 50 per cent of his company's revenues from the traditional stores to the online channel seems sustainable. This is justifiable since a small segment of people is served by the city centres of his company's subsidiaries in Brighton, Birmingham, and Manchester. Although the existence of these locations could increase Amana Souvenirs' client loyalty base, the likelihood of reaching new consumer bases would be modest and the costs associated with operating local shops would be significant. Amana Souvenirs has the potential to significantly expand its marketplace and client network by channelling half of its anticipated sales through an online approach that focuses on the UK, Europe, and the US. To serve the local clientele and the devoted customers, it can plan to renovate its existing offline outlets. Mr Amana, the company owner, must choose between starting his internet store and selling on Amazon. The corporation has weighed the costs associated with each option before determining which to pursue.
The CEO of Amana has estimated that to launch their online store, they would need an initial investment of £10,000. They will also need an additional £100 each month to maintain their functioning. The business's owners were thinking about paying a full-time developer £35,000 annually. As this employee would require ongoing direction and oversight, it would only put a further burden on the company as a whole. The expense of the provider network must also be considered. With all of these expenses taken into account, it is clear that Amana has to spend £295,000 to open their e-commerce website, which might help bolster revenues.
As an alternative, Amana would need to take into account the £50,000 in Amazon fulfilment charges that they will have to incur. It is predicted that Amana will only make definite sales of 65,000 units of Souvenirs on Amazon owing to the fierce rivalry among merchants there. However, this number could go up because it is heavily influenced by consumer demands. Regarding costs, it is clear that Amana would have to commit £50,000 for their items to be offered on Amazon. Thus, Amana Limited's total cost would reach £100,000 if they choose to market through the Amazon website. 
If Amana decides to distribute Souvenirs through Amazon, there are lower start-up costs involved. Their yields and income, meanwhile, are probably going to be smaller than if they opened their internet shop. On the other hand, if the business chooses to launch its online store, it may see better profits and revenues. This is because they will have total control over the products they sell, the prices they charge, and the return procedures. Before choosing a location from which to sell his goods, Mr Amana needs carefully weigh all the relevant aspects. The CEO of Amana Limited can choose what is best for his business by considering the advantages and disadvantages of selling through Amazon versus opening its internet store (Brevini and Swiatek, 2020).
This report recommends that it would be great if Mr Amana chose to sell on Amazon for at least two years, Even though it will likely encounter intense rivalry in this market for retailers, it will give Mr Amana accurate information about the degree of customer satisfaction in the chosen markets and develop marketing strategies in line with that information to foster long-term client retention and awareness. Mr Amana may want to think about transitioning to an internet store specifically for Amana Souvenirs after greatly raising the product's market presence in the consumer audience within the first two years (Jasińska-Biliczak, 2022).
[bookmark: _Toc119362563]Conclusion
To aid managers in making informed choices, management reports offer information on several facets of the company. These reports, which are an integral part of many cutting-edge enterprise technologies, assist in automating and enhancing the management of reports. In addition to reports, the process of creating reports is equally important because it's critical to comprehend how reports gather information from different corporate departments while monitoring their key performance metrics and presenting it. In essence, these reports demonstrate a company's value over a predetermined time frame by revealing operational and financial data. Decision-makers gain knowledge about the performance of the company from management reporting, enabling them to determine how to improve operational productivity and make pertinent decisions to maintain competitiveness. Many businesses use specialised management reporting software to achieve this. Additionally, management reporting tools help managers get the data they need to manage a profitable firm. The types of information include staff numbers, financial information, accounts, customers, goods, asset allocation, and assets held on behalf of clients. To report on any managerial duty, internal reports are created. These statements are used for upper-level, middle-level, and lower-level management and adhere to certain legal formatting criteria.
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