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Control reports are designed to quickly identify performance variances from the budget so that immediate measures can be undertaken. Maheshwari, Maheshwari and Maheshwari (2021) note that control reports are tools used to evaluate an employee's performance. Control reports cover both a specific individual and an organisation's performance. The first category of reports is created and produced to compare the performance of executives and leaders of different functional units to the performance that would have been expected given the current situation. Additionally, the causes of performance variances are determined. The second category of reports demonstrates how successfully the functional units have operated profitably. Therefore, the report analysis outlines the business's standard of services and future orientation. This kind of report enables managers to provide their staff with precise advice on how to boost revenue.
The company's owner, Mr Amana, has assigned a manager to create a cost breakdown of the commodities produced by the company. The monthly control report will therefore be created by including the initial budget, the flex budget, and the deviations in this report. This report will also assess Amana's performance in comparison to other expenses and offer suggestions for improvement in critical areas. This report will assess Mr Amana's decision to sell products online and offer suggestions as to whether they should start their online store or market their products on Amazon, taking into consideration all related overheads.
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According to the volume of products sold that actually takes place, a flexible budget displays varying amounts of revenue and expenditure (Maheshwari, Maheshwari and Maheshwari, 2021). To match net earnings to costs considered reasonable at the actual production rate, flexible budgets are created for each forecast timeline.  The technique of flexible budget reduces the discrepancy between actual outcomes and standards brought on by variations in activity levels. Every time actual results appear to be below expectations, managers are informed by a budget committee, which frequently monitors the firm's productivity. The original budget is adopted for a given fiscal year. The initial budget includes any remaining allotted money that was automatically carried over from earlier months. Herremans and Nazari (2016) note that Variance is the difference between a statistic that was planned and one that actually occurred. Variances can be evaluated for both revenue and expenses. When actual outcomes surpass projected expectations, favourable variances occur and when actual outcomes are less than anticipated, there are unfavourable variances. Likewise, when real earnings surpass projected earnings, favourable income variances result and when actual profit is less than projected profit, there is a negative profit variance (Malmi, 2016). 

	Budgetary control system
	
	
	
	

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

	units produced
	100,000
	80,000
	80,000
	20,000
	Adverse

	selling price
	25
	20
	25
	5
	Adverse

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

	Less: variable cost
	
	
	
	
	

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

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

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

	
	
	
	
	
	

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

	Less: fixed costs
	
	
	
	
	

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

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

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

	
	350,000
	305,000
	350,000
	
	

	Profit
	1,350,000
	855,000
	1,010,000
	495,000    Adverse
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Amana Limited set £1,350,000 as its profit objective. This was not realised because the true income was £855,000, which resulted in a £495,000 unfavourable variance. Amana Limited had an adverse sale price deviation of £400,000 since the anticipated sales value of £25 was not reached. The actual selling price realised was £20 causing a variation of £5. When the global virus first started, Amana limited experienced less customers. To guarantee continuous sales of souvenirs to tourists Amana Company had to decrease the sales price to attract the available customers located in the UK. Notably, production at the company decreased as a result of the restriction on immigrants entering the UK from foreign nations.
An unfavourable £30,000 difference in direct material costs occurred. The supplies ended up costing £280,000 instead of the projected £250,000 they were supposed to. A negative materials variance indicates using too many raw materials. Inferior materials may be to blame for unfavourable direct materials variance since they call for using more of a given material in a given amount. Amana Limited may have a negative material variance due to changes in manufacturing processes and inadequate monitoring of direct labour as well. Adverse material deviations could also include system failures, a manufacturing line collapse, or a problem with the functioning of a crucial machine that caused material wastage.
Unfavourable changes in direct labour costs came to £40,000. The money actually spent was higher than the projected budget. For example, the variable labour cost was targeted to be £400,000 but ended up being £440,000. The global pandemic and other unanticipated complications are to blame for the unfavourable labour variance. Because of this, the workload required the utilisation of employees who were more knowledgeable and certified. In either case, unanticipated difficulties caused cost overruns that resulted in adverse variations in labour costs. Unfavourable labour variance may indicate that Amana Limited employed inexperienced workers who took longer to finish tasks than management had anticipated.
Given that Amana Company had expected £150,000 in overhead but only paid £120,000, the difference was £30,000 in the management's interest. The favourable variance was brought on by the discount acquired by acquiring several intermediate products in large quantities. This can mean that the production line makes the optimum use of both energy and oil because the corporation might be utilising specialised technology that lowers energy usage. The projected sales revenue was £2,500,000 but the actual sales revenue attained was £1,600,000 giving rise to an adverse variance of £900,000. The decrease in the sales revenue is attributed to low business activities caused by government restrictions. 
The estimated warehouse rental was £200,000 but the actual warehouse rental paid was £170,000. This signifies that Amana Company warehouse rent was in their favour. The favourable value could be attributed to friendly house owners who decided to give the Company a waiver of £30,000 due to tough economic conditions caused by the Coronavirus. Besides, the full-time warehouse supervisor's salary was in favour of Amana limited. For instance, the management paid a salary of £35,000 compared to the budgeted value of £50,000. Since the production capacity was reduced from 100,000 units to 80, 000 units it meant that the Company's production was minimal and there was no need to be kept in the warehouse. Thus, the management had to strike a deal with the warehouse supervisor to reduce the salary from £50,000 to £35,000.
The original budgeted contribution was £1,700,000 but the actual contribution was £760,000.  This gave an unfavourable value of £940,000 which was attributable to the units produced. For instance, only 80,000 of the intended 100,000 production volumes were actually generated, leaving a 20,000 unit deficit. This negative change, which was brought on by a reduction in the volume of the firm's products supplied, resulted in fewer souvenirs being manufactured. 
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The report recommends that Amana Limited should invest in internet commerce. This can be done by starting an online platform that would give their customers across the globe to purchase souvenirs without visiting the UK.  At the emergence of the corona virus pandemic in 2020, the UK government advised its inhabitants to avoid congregating in one area which was a blow to Amana Limited which depended on in-person connections with tourists. Thus, by establishing an online outlet, Amana limited can be assured of continuous sales to individuals located in the UK and other foreign nations. Amana Limited's management needs to enhance operational procedures and provide better customer engagement. By doing this, the firm's ability to serve numerous consumers will increase while client turnover will be significantly reduced.
The management of Amana limited should leverage various strategies for managing inventory such as Minimum buy quantities, fixed order quantity and just-in-time inventory. For instance, Amana Limited will be able to store the least quantity of stock possible thanks to JIT, avoiding the expenses and dangers associated with holding a significant quantity of inventory on hand. Also using the fixed point makes it possible for Amana limited to monitor and restock the stock with minimum assistance from humans. The use of technology makes it possible to quickly create purchases and track inventory levels. Inventory expenses can be controlled by using minimum order quantities. Orders are only created when a customer is prepared to make a worthwhile deal, as opposed to creating an order that is significant enough to generate income and then looking for numerous small purchasers. This can cut back on the need for warehouse space and lessen the price of the stock (Drury, 2015).
Notably, to guarantee a favourable labour variance the management of Amana limited should offer training courses to its staff. This will ensure enhanced production methods and the utilisation of better-quality, more manageable raw resources. The management needs to set up a quality assurance department that will ensure efficient materials are sourced from certified vendors thus, reducing the number of materials destroyed in the production process. To ensure that the profit value is favourable the report recommends that the management of Amana limited should invest in marketing and advertising (Maas, Schaltegger and Crutzen, 2016). Effective marketing and advertising raise consumer awareness of brands and products. Sales promotional offerings necessitate prompt replies from the intended audience, which can be attained through advertising, particularly digital advertising options like online advertisements that take little time to develop and publish. This results in an increase in the sales revenue.
To ensure Amana limited attains its budgeted sales revenue the report recommends the management to provide subscription to loyal shoppers and target repeat clients. By communicating more, Amana Limited can inform consumers about its location and manage the message they hear. To encourage sales or let customers know about new goods, managers might think about sending them an email or SMS. Likewise, by providing a subscription service and encouraging customers to buy new products on a regular basis, Amana Limited might increase sales. If a client signs up to regular updates, they ought to think about giving them a discount because this will increase their sales revenue (Maas, Schaltegger and Crutzen, 2016).
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Since Amana Limited can swiftly alter its offers and target market in response to loopholes that develop, online commerce is viewed as being adaptable. If Amana Limited chooses to offer its goods online, it will reap significant benefits. Consumers who have bought commodities do not need to wait in line at cash registers to pay for them. They can shop without having to spend time travelling from their house. These advantages include reduced setup and ongoing costs, more profitability and cash flow, more intense rivalry, and a substantial client base. For example, internet marketing enables management to save money on expenses like payroll tax, storage rent, and energy. With simple access to markets provided by internet platforms like Amazon and eBay, entrepreneurs like Amana Limited may be able to open an online store and sell their products more rapidly (Orîndaru et al., 2021).
Amana Limited will receive around £1,300,000 from the sale of souvenirs if Amazon's selling rate is £20. The selling of souvenirs will increase globally as a result of Amazon's popularity. Amazon is a large international e-commerce company with locations in more than 100 countries and a yearly income of more than £280.5 billion. Amazon online sellers benefit from the commitment and confidence of a significant number of clients globally as a result of the alluring qualities of their webpage. There are already more than 200 million Amazon Prime members worldwide. Jasińska-Biliczak (2022) notes that 86 per cent of UK residents shop at Amazon, according to Amazon figures. In the first quarter of 2020, the number of Amazon Prime subscribers in the UK surpassed 10.1 million. Thus, the Chief Executive officer of Amana Limited should in this instance think about selling their souvenirs on Amazon.com. They will save funds on expenses like the £35,000 annual salary of the IT administrator, as well as the charges of putting up the delivery network, which cost £150,000 and updating the present website, which cost £50,000, to support a big quantity of electronic transfers.
The owners of Amana Company should start an internet store that, if 100,000 units are sold for £20 each, may bring in an operating profit of £1,765,000. Unlike Amazon, Amana Company's e-commerce site will be able to generate over £465,000 a year in revenue. Amana Limited will grow its visibility in the world market and build a reliable international clientele with the revenue gained. Notably, it will obtain fresh insights from shopper information to ensure the souvenirs it generates satisfy the expectations of its shoppers. Besides, using its site it will be in charge of controlling the prices of souvenirs which might lead to customer satisfaction and healthy competition in the market. 
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Control report inspires leaders and workers to put measures in place to dramatically increase the firm's revenues. As a result, with the aid of the reporting process, management can increase profitability. Managerial accounting reports that are connected to budgetary can help managers make better employee rewards, cost reductions, and contract renegotiations. Cost planning is essential to each organisation as a result. These reports are regularly produced in accordance with the needs. These reports need to be properly constructed by professionals who are skilled at budgeting since the truthfulness of many important judgments depends on them. Managers examine these reports to find specific trends and turn them into knowledge that is beneficial to the business. The majority of firms are less knowledgeable about the different management reports that are accessible and could aid in the productivity and expansion of their companies. 
The only way for a brand to endure economic downturns is by selling products over networking sites. Every corporate structure should enable individual executives of various departments to propose strategies to reduce expenses and boost revenues. Moreover, by regularly reviewing monthly budget spending and monitoring business plans, an enterprise can lower liabilities. The process of creating reports is similarly important because it's crucial to understand how they gather information from various corporate divisions while monitoring their key performance metrics. Designing management control reports that distinguish between critical concerns and less severe issues is the responsibility of the accountant. The accountant should indicate critical issues in control reports using visual points. Control reports should make each line of statistics seem equally significant.
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