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1. [bookmark: _Toc102254174]Introduction

As businesses progress into the digital era of convenience, making decisions and planning in real-time have become increasingly important. To get appropriate records related to the financial operation of the organization, forecast future expenditure, and determine the ways which help in identifying cost-cutting facilities, a diverse range of technical skills and analysis methodologies are employed by management accountants. Management accounting enables any organization to achieve its objectives through the definition, evaluation, review, analysis and dissemination of information to managers (Olive, 2012). Management tolls which are also popularly known as control reports are vital in management accounting as they assist in transforming plans which are long-term into goals and targets that are short-term in nature (Maritz, 2011). With the help of budget reports, an organization can highlight the actual outcomes with that of budgeted value and organizations can use these results to find out the dissimilarities in costs or sales which will be explored. Companies can identify if any action is required through the analysis of variances. The flexible budget, the original budget, and any deviations will be displayed in the control report. The performance of Amana will then be summarized using the control report. Ultimately, the report is going to examine the decision of Mr. Amana to start online and recommend if they need to initiate their commerce via Amazon.
2. [bookmark: _Toc102254175]Task A
2.1. [bookmark: _Toc102254176]Monthly control report including original budget, flexed budget, and variances

The process which creates diverse real results for an organization is called budget. Budgets are created first, followed by real results. Budgetary control allows organizations to keep track of management performance by assigning targets to different divisions. Variations are found by comparing budgeted goals to actual performance. Senior management is informed of the performance of each department. This technique can be used to implement management by exception (Akroyd and Burney, 2012).
Planned data along with actual data can be compared with the help of which managers may be able to spot flaws and attempt corrective action. Therefore, budgetary control is a procedure that is performed continuously that assists in both planning and coordinating and the mechanism to control is also taken into consideration. Budgeting is a tool for releasing budget control. Organizations frequently construct budgets that are flexible which allows them to react to future demand to account for real sales and expenditures that vary from those expected. A flexible budget is such a kind of budget that is prepared based on an expanded range of sales volume statistics (Akroyd and Burney, 2012).
A flexible budget enables companies to identify problems soon and aids them to find out a solution before the deviations make influence the company and that’s why organizations tend to prepare their budget as flexible as possible, in most cases flexible budget is prepared generally each month after conducting analysis session (Kaplan, 1989).
A budget that is static is set for a given timeframe by depending on a definite proportion of mass production. So, fixed budgets surround the master budget and altogether budgets that generate the master budget. When is evaluated a company’s activity, actual values are compared with that of a static budget, but this comparison is not aligned as expenses that varies production should follow production and sales level. If revenues are different from what was budgeted, comparing actual expenditures to predicted costs may not accurately gauge how well the organization accomplishes its objectives (Atrill and McLaney, 2018).
In the case of budgetary control, a discrepancy means a gap linking existing and arranged (Flexed) earnings and spendings. Management can evaluate if any action is warranted by analyzing the deviations. Favorable variances are more likely to be positive, whereas unfavorable variances are more likely to be negative (Horngren,1966). A vital stage is determining the fundamental cause of all deviations. This strategy is used in fiscal check afterward the possessor of the budget needs to be notified when remedial actions need to be done. Also, discrepancies can indicate suggesting uncontrolled or deficient expend or revenue. Hence, the monthly control report is shown down below:







Monthly Control Report

	Particulars
	Actual Budget (A)
	Revenue and Spending Variance (A-B)
	Flexed budget (c)

	Units (Working-1)
	80,000
	
	80,000

	Sales
	£1600,000
	£400,000 (U)
	£2000,000

	Variable Expenses:
	
	
	

	Materials (Working-2)
	280,000
	80,000 (U)
	200,000

	Labour (Working-3)
	440,000
	120,000 (U)
	320,000

	Overhead (Working-4)
	120,000
	0
	120,000

	Contribution
	760,000
	600,000 (U)
	1360,000

	Fixed overheads:
	
	
	

	Warehouse rental
	170,000
	30,000 (F)
	200,000

	Insurance
	100,000
	0
	100,000

	Fulltime warehouse supervisor salary
	35,000
	15,000 (F)
	50,000

	Net Income
	£455,000
	£555,000 (U)
	£1010,000


Table 1: Monthly control report
Source: Self-made
[image: ]

2.2. [bookmark: _Toc102254177]Report of performance for 2020 based on monthly control report: Amana`s

When actual outcomes are matched against a more flexible operational budget, many inefficiencies can be discovered. As the number of units produced and sold is the same, many companies do not insert their initiation and register at the end of the year in contrast like this. In this budget is included: the capacity of sales multiplied by anticipation of a unit cost of basic materials, manufacturing overhead and direct labor yields flexible operational budgets (Atrill and McLaney, 2018).
Furthermore, the number of units sold and manufacturing overhead spending is included in this budget as well. The line items of the flexible budget will be analyzed one by one. Performance of Amana in the following year:
Cost per Unit: According to the budgeted report, the forecasted price of selling per unit is £25 while the actual cost of the item is £20 which results in a scathe to the variance. A total of 100,000 units were projected to be sold at a cost of $25 each. Because of this alteration, the budget was revised to include 80,000 units at a selling price of £20. The prevalent dissimilarity is primarily due to variances in price and unit. For this reason, the variance is negative. Initially, both variable and fixed costs were used to plan the selling expenses. Adjusting the two variable expenses yields a flexible budget amount. 
The budgeted report states that £640,000 is the total variable cost of creating 80,000 units whereas the cost of producing the same amount of units is £800,000 based on variable cost. The actual supplies, labor expenses, and overhead spending are more than that projected which means that the variance is negative. In terms of this information, the entire established cost of manufacturing 80 000 units ensures a prediction of £350,000 in the budgeted report and the production of 80 000 units costs £305,000. There is a gap between the total costs estimated and those paid. As a result, the variance is in the company's best interests. The net income of a corporation varies inversely with its numerous line items. This condition is most likely to blame for the net income variance, which is related to decreased revenues and higher fixed and variable costs. Consequently, the variable is unfavorable.







2.3. [bookmark: _Toc102254178]Recommendation -Areas of improvement

Because of the pandemic situation, the government has already imposed a bunch of rules and regulations on traveling that’s why it becomes quite challenging for Mr. Amana to manage his tourism business, but the cost structure has the possibility for improvement (Hammonds, 2006). The suggestions for Mr. Aman are presented below based on the findings discussed in the earlier section:
1. Online Marketing: For the purpose of growing their company, going online might be a great approach. People feel bored during the lockdown and seek to beautify their living place or buy something that will help their dwellings to look more appealing which implies that they must initiate marketing of their goods on the internet (Hammonds, 2006).
2. Establishing partnership with suppliers: The company sells souvenirs to tourists which requires the organization a wide variety of products and materials to make them which causes the material costs to go up. In that situation, the organization can build a long-term strategic relationship with suppliers to manage the fluctuation of price.
3. Testing suppliers: The organization may evaluate suppliers to determine who supplies top-quality products at an appropriate cost. Following that, they may develop a list of suppliers and approach them to work out a business deal that will benefit the organization in the long run. (Hammonds, 2006).
4. Lowering warehouse rent: Because of the pandemic, sales of the organization go down and that’s why there is not necessary to keep a higher amount of inventory items. If the organization reduces its warehouse rent, then it will be a pragmatic solution to save more money.
5. Reducing administrative cost: Another way to save expenses is to curtail administrative costs and it's plausible as the company was in lockdown but its budget still contains overheads and administrative expenditures. As a result, in event of a pandemic condition, they may devise a strategy to lower their costs.



3. [bookmark: _Toc102254179]Part B

The tourism sector is one of the worst hit by the pandemic among other sectors and this unpropitious condition forces the industry to look for new approaches to operate. This company's competitors have also turned to the internet to conduct business when it comes to selling or marketing (Klasky, 1983). Both businesses can go online. This organization has its website. It is, however, solely used to communicate with members. Amazon and other online retailers allow the company to reach a wider audience with its advertisements. Followingly, the two possibilities will be evaluated by exploiting cost-benefit and cost-volume-profit analysis to select.

3.1. [bookmark: _Toc102254180]Risk analysis

Option 1- Create an internet store for them
The firm must have incurred some additional costs which include delivery, the salary of the programmer, and network improvements in case the corporation uses its website for selling products. In this situation the two, variable and fixed expenses, the real price is ascertained (Klasky, 1983).[image: ]
Total variable cost for 100,000 unit= (100,000 x £10.5) = £150,000

[image: ]
As result, total cost =£540,000+ £1050,000= £1,590,000
Total Sales/Revenue= (£100,000 x 20) = £200,000
It can be stated that the net profit = (2000,000-1590,000) = £410,000 if all the fixed costs are included. Consequently, the fixed costs of the new online company are higher than that of the prior ones. Assume that the supervisor's income and the cost of rent will be affected by the closure of branches. The fixed cost will be (1,590,000-170,000-35,000) = £1385,000 for the rest of its life. The profit will be = (2000,000-1385,000) =£615,000 whether the payroll and the rent of warehouse for those branches are taken into account.
Option 2- Sell on Amazon
By operating in the online sphere on Amazon.com, the store of Amna Souvenir will sustain the research in a similar manner like on Option 1, which considers the rent as pertinent price.
[image: ]
In accordance with the cost-benefit analysis which has been conducted above, only two fixed expenses, £945,000, as well as rent and supervisor remuneration, can result in a profit of £1150,000. After reducing the essential spending such as salary and rent, a profit of £945,000 can be predicted.



3.2. [bookmark: _Toc102254181]Breakeven analysis

Option 1- Create an internet store for them
In this analysis, the towns of Birmingham and Brighton are believed to have a good source of earnings and a advantageous rent. As a result, these expenses will not be taken into account from the scope of this CVP investigation. 
[image: ]
Therefore, for Amana souvenir to return its total expenditure, it has to sell 35,263 pieces, but if it debuts online after completing market research, it may sell 100,000 units annually. Therefore, the gain capacity is 64,737 units, and the entire is £6,15,000 (64,737 × 9.5). The features of option 1 are presented as per below: 
· Trading on online of Amana souvenirs may reach £100,000 or more than that if the company had a website.
· As Amana’s organization will have to shut down three of its locations if it operates its business online, payroll costs and rent expenses are not considered in the cost-benefit study.
· This alternative is profitable when all its expenses of Amana’s are considered.
Option 2 - Sell on Amazon
[image: ]
Therefore, (65,000-15789) = 49,211 units are the contribution margin in volume when the corporation likes to go with this alternative. When the two expenditures are included, Break-even point (Unit) = 355,000/9.5 = 37,368 units.
Consequently, 27,632 pieces are the total contribution margin in units. While evaluating this possibility, the following points should be kept in mind:
· Everyone is familiar with Amazon, which is a retailer operating on an internet marketplace where customers can browse, pick, and purchase whatever they wish. In this situation, the potential of Amana`s can be bounded if it doesn`t provide items that are different in order to be distinguished by the others.
· Amana must introduce a variety of products so that the corporation can remain competitive in the marketplace of Amazon. As the company has to follow the price structure developed by Amazon where the company has to maintain the return policy which could not be a doable regulation for Mr. Amana.
· The labor cost might go up as there is the plausibility of the corporation to bring more money for advertising as an attempt to augment the demand of the market.
3.3. [bookmark: _Toc102254182]Suggestions on choosing platforms

Rented platforms are those where users are deprived of complete possession of the resources which they use, in this sense Amazon, Facebook, and Twitter can be described as rented platforms (Seal, Rhode, Garrison, and Noreen, 2010). In the rented platforms, the users do not have complete control, however, when an organization uses its owned platforms- its mobile app, website, and email lists, the corporation can exploit the opportunity of total control over the marketing platforms. As businesses are only now beginning to want immediate entry to a big range of potential clients, "rented" platforms are by far the best alternative. While "rented" platforms permit a firm to reach a big amount of people, they also thwart the company's potential of communication with individuals which are staying in the exterior of webbing. Therefore, is a minimum sales price for each option can be determined using CVP, which considers all fixed along with variable expenses for each of the alternatives. If Mr. Amana starts using the owned platform from the initial phase of the business life, the company will have to bear a higher cost than that of the alternative 2. Although option 2 generates lower sales and the company would require spending less, the merits of that option are more vital than that of the opposite option of owning “owned platforms” (Seal, Rhode, Garrison, and Noreen, 2010).
4. [bookmark: _Toc102254183]Conclusion 

Budgetary management enables an organization to ensure proper utilization and management of their resources and in order to exploit these benefits, each company should use it as a critical method at the time of preparing a future financial plan. The efficiency of budgetary regulation is determined by this quality as well as supply. The pandemic situation along with other external factors compels Amana Ltd to look for a budgeting approach that is dynamic and has to be prepared and used for such a condition in the future. Budgeting makes it easier to keep track of an organization's operating expenses, which are critical for staying competitive. As the world continues to recover, tourist places will experience a revival in their fortunes. For the purpose of thwarting wastage of time on cost management when things return to normal, the organization should improve all cost management-related areas.
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Total Fixed cost calculation:  

Particulars  Amount  

Rent  £170,000  

Insurance  £100,000  

Supervisor salary  £35,000  

Set up the cost of the delivery network  £150,000  

Upgrading Cost of current website  £50,000  

Total fixed cost  £540,000  

Table 3:  Calculation of total fixed cost   Source: Self -   made  
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T otal  varia ble cost = £10.5   Total f i xed cost= (Fulfilment fees +  Insurance) =   £50,000 + £100, 000= £150,000   Total Revenue=  (65000 x 20) =   £1300,000   Total benefit= (£1300 ,000 -   £1500,000) = £1150,000  
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F= f ixed Cost= £335,000   V= Variable Cost = £10.5   S= Selling price = £ 20   Bre ak even points (BEP) u nits   = F/S - V=  £335,000   /  £ 20   -   £10.5   = 35263 Units  
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F=  Fixed   Cost  (Excluding   rent and salary) = £150 ,000   Total  V ariable cost   =   £10.5   Total Sellin g   price   =   £20   Break - even point   (Unit) = F/S - V = 150,000 / (20 - 10.5 ) = 15,789 units.  
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Workings:   (1) Sales calculation:   Actual sales= (80 , 000   ×   20) = £1600,000   Flexed sales= (80 , 000   ×   25) = £2000,000   (2) Material cost:    Flexed budget= (80 , 000   ×   2.5) = £200,000   (3)  Labor   cost:   Flexed budget = (80 , 000   ×   4) = £320,000   (4) Overhead cost:   Flexed budget = (80 , 000   ×   1.5) = £120,000  
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Total  V ariable cost (Per unit) calculation:  

Particulars  Costs / No. of units  Per unit cost  

Materials  (£280,000/80,000)  3.5  

Labour  (£440,000/80,000)  5.5  

Overhead  (£120,000/80,000)  1.5  

Total variable cost (per unit)  £10.5  

Table 2: Total variable cost per unit   Source: Self - made  


