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Introduction
Management accounting is one accounting system in which internally the management of the organization decides for the organization and makes operational goals. In management accounting, the information used is effective and this information can be used in decision-making. A unique idea can be generated for the organization which can be used for decisions. In management accounting, financial data are used. The management makes a plan, organizes the resources, controls the operations, and then makes a decision. Different types of budgets are prepared for conducting business performances. In management accounting, the actual results are compared with the projected results and the variances are minimized.
Part A
Control report preparing for the organization
Without proper information, a business cannot sustain itself in the competitive market. To operate the business properly accurate information can be identified and this information must be formalized based on the requirement. A control report is prepared to control the variances which are evaluated from the actual and prospected outcome (Abdusalomova, 2019). The control report visualizes the variances between the actual results and projected results. To weigh the control report, flexible report, planning budget, actual budget, and variances are the most requirements.
Flexible budget: actual volume of activity may have some relevant change and this change will be added to the flexible budget with the help of a control report. A flexible budget is a budget that includes all of the actual activity like actual revenue and costs (Brewer, Garrison, and Noreen, 2015). So, with the proper information on actual activity, the organization is deemed to have proper performance. The performance got evaluating the actual activity by the organization is compared with projected activity.
Original budget: the organization requires to show the actual result with its variances. In that case, the organization can prepare an original budget which is useful to show the variances of the actual activity (Davis and Davis, 2019). The organization can get a return on the sales and this is included in the original budget to evaluate the performance.
Planning budget: each organization follows a planning method. So, a planning budget is prepared by the organization to include the planned business activity (Drury, 2018). This planning budget is necessary for the organization before commencing the operation.
Variance: Variance is the differences getting in the comparison of the actual budget and projected budget of the activity. 
The original budget for Amana Ltd
	Original Budget
Amana Ltd
For the year ended

	Particulars
	

	Budget unit
	100000

	Budgeted revenue (100000*25)
	2500000

	Direct Costs
	

	cost of ingredients (100000*2.50)
	250000

	Labor costs
	400000

	Overhead costs
	150000

	Fixed costs
	

	Warehouse rental
	200,000

	Insurance
	100,000

	Supervisor salary 
	50,000

	Total costs
	1,150,000

	Net operating income
	1,350,000



As it was necessary, Amana Ltd prepared an original budget for the organization including actual costs and revenue the organization. Here budgeted units are 100000 and per unit sales price is £25. Following the information, Amana Ltd can get revenue of £2500000. After deducting all types of costs such as total direct costs and overhead costs of £755000 and fixed costs of £350000, Amana Ltd gets its net operating income. Based on this original budget Amana Ltd will be able to identify next month's result of the difference between actual and projected outcomes. To evaluate the next month's performance, Amana Ltd made this but the COVID-19 outbreak hindered the operation completely. Because Amana Ltd is a tourist-based organization that sells souvenirs. As the COVID situation was severe, the government to tackle the situation restricted the traveler. That's why the tourist industry in England falls.
 Actual budget of Amana Ltd
	Actual result
Amana Ltd
The Month of April ended

	Particular
	Actual result

	Revenue (80000*20)
	1600000

	Direct Costs

	cost of ingredients 
	280000

	Labor costs
	440,000

	Overhead costs
	120000

	Fixed costs

	Warehouse rental
	170000

	Insurance
	100000

	Supervisor salary 
	35000

	Total costs
	1,145,000

	Net operating income
	455,000


 From the above calculation, it is found that the actual revenue for Amana Ltd was £1600000. After deducting all of the actual costs including direct and fixed the net operating income was calculated at £455000. The budgeted net operating income was £1350000 and the actual net operating income was £455000. So, it is experiencing that the net operating income fall and the net operating income difference was £895000 and the difference between budgeted revenue was £900000. It suggested that the COVID situation was declining the revenue and net operating income for Amana Ltd. 
Flexible budget for Amana Ltd
	                                                                       Flexible Budget
                                                                           Amana Ltd
                                                                  For the month ended

	Particulars
	

	Budget unit
	800000

	Budgeted revenue (80000*25)
	2000000

	Direct Costs
	

	cost of ingredients (80000*2.50)
	200000

	Labor costs
	320000

	Overhead costs
	120000

	Fixed costs
	

	Warehouse rental
	200,000

	Insurance
	100,000

	Supervisor salary 
	50,000

	Total costs
	990,000

	Net operating income
	1,010,000



Here, a flexible budget is calculated for Amana Ltd where units are changed to 80000. But all the costs including direct and fixed are unadjusted in the flexible budget. The results show that the budgeted revenue was £ 2000000 and the net operating income was £1010000. Based on this flexible budget, the variances can be calculated. This budget will be compared with the original budget and the variance can be found here. 
Variance calculation for Amana Ltd
	Variance
	 
	 
	 
	 
	 
	 
	 

	For Amana Ltd
	 
	 
	 
	 
	 
	 

	For the month ended
	 
	 
	 
	 
	 

	 
	Original budget
	Flexible budget
	Variance
	 
	Favorable/
	 
	Favorable/

	
	
	
	
	Actual result
	Unfavorable
	cost Variance
	Unfavorable

	Budgeted revenue
	2500000
	2000000
	500000
	1600000
	U
	400000
	F

	Direct Costs
	 
	 
	0
	 
	 
	0
	 

	cost of ingredients 
	250000
	200000
	50000
	280000
	F
	-80000
	U

	Labor costs
	400000
	320000
	80000
	440,000
	F
	-120000
	U

	Overhead costs
	150000
	120000
	30000
	120000
	F
	0
	 

	Fixed costs
	 
	 
	0
	 
	 
	0
	 

	Warehouse rental
	200,000
	200,000
	0
	170000
	 
	30000
	F

	Insurance
	100,000
	100,000
	0
	100000
	 
	0
	 

	Supervisor salary 
	50,000
	50,000
	0
	35000
	 
	15000
	F

	Total costs
	1150000
	990,000
	160000
	1145000
	U
	-155000
	U

	Net operating income
	1350000
	1010000
	340000
	455,000
	U
	555000
	F



The control report is prepared here. In this control report, the variances are designated as U for unfavorable and F for favorable. 

Performance evaluation for Amana Ltd
Using an actual, original, and flexible budget, Amana Ltd.’s performance can be evaluated. 
	Budgeted performance
Amana ltd
For the year ended

	Particular
	Actual result
	Revenue and spending variance
	Flexible budget 
	Activity variance
	Original budget

	 revenue
	1600000
	-400000
	2000000
	500000
	2500000

	Direct Costs
	0
	
	0
	

	cost of ingredients 
	280000
	80000
	200000
	50000
	250000

	Labor costs
	440,000
	120000
	320000
	80000
	400000

	Overhead costs
	120000
	0
	120000
	30000
	150000

	Fixed costs
	0
	
	0
	

	Warehouse rental
	170000
	-30000
	200,000
	0
	200,000

	Insurance
	100000
	0
	100,000
	0
	100,000

	Supervisor salary 
	35000
	-15000
	50,000
	0
	50,000

	Total costs
	1,145,000
	155000
	990,000
	160000
	1,150,000

	Net operating income
	455,000
	-555000
	1,010,000
	340000
	1,350,000



Here the performance of Amana is calculated. From the above calculation, it is found that the flexible net operating income is £1010000, the actual net operating income is £455000, and the budgeted net operating income is £1350000. From the above performance calculation, Amana will be able to know the variance of the activity.
Recommendation 
From the calculation, it is found that Amana Ltd could not make a profit in April 2020 following the budgeted profit. here the company experienced a variance between the budgeted and actual revenue because of the outbreak COVID situation in the UK. This situation interrupted travelers from travel and the tourist industry drastically fall. The government restricted traveling due to tackling the COVID situation. To make a profit, Amana Ltd must ensure its soar selling volume at a high rate. In that case, the net operating income of Amana Ltd will also be increased. Amana Ltd needs to improve in the following area:
	Units                                                     120000
	Price per unit
	

	Selling price/ revenue
	25
	3000000

	Variable costs
	

	Materials
	2.5
	300000

	Labor
	4
	480000

	Overhead
	1.5
	180000

	Fixed cost
	

	Rent
	170000
	170000

	Insurance
	100000
	100000

	Supervisor salary
	35000
	35000

	Net operating income 
	
	1265000



Remaining all the variables constant, the selling units can be increased. Here the selling units are increased to 120000 and these selling units will generate both the revenue and net operating income for Amana Ltd. This new net operating income will be higher than that of the original budget. To increase the sales units, Amana Ltd has to do the following things.
1. It needs to increase its communication vastly and the offer must be re-evaluated.
2. An outstanding sales plan must be developed
3. A proper marketing strategy must be adjusted with the operation
4. Its search engine optimization must be improved.
In addition to these, the online platform will be also an effective way to offer services. As the COVID situation was aggravating all of the activities, the customers will be able to get services from the online platform. So, customers can get souvenirs from home without going out of their homes. Besides, a certain portion of sales can be replaced online and others can be sold traditionally. 
Part B
Analysis of whether to go online platform or amazon 
Analysis for going online
As the competitors of Amana Ltd are switching their sales to online platforms, Amana is also deciding to go online and it is interested to transfer its 50% of sales. But Amana Ltd needs to analyze going online platform. It is estimated that online platforms will cost the following factors.

	Particulars (costs)
	Amount (£)

	Network set up
	1,50,000

	Website upgradation 
	50,000

	IT programmer salary
	35000

	Total cost
	2,35000


 
As these costs are estimated, Amana Ltd has to consider all of these costs. Except for these costs, the online platform will not be possible because before going online these costs are mandatory. To develop the online platform, these costs will be necessary. Without a network setup, the offer of services will not reach the customers. To set up a network amounting to 1,50,000 is required. Amana Ltd has already a website and this website must be updated. Based on the demands of the customers, this website needs to be updated including recent services. On this website, different types of facilities will be available. So, it will cost £50000 for website upgradation. To control and monitor the network and the website, expertise also must require. So, Amana Ltd requires hiring experts who will efficiently handle the website and network system. The cost of hiring experts will be 35000. Based on the market survey it is estimated that the total annual sales unit would be annually 100000. It is expected that these 50000 units can be sold either at £25 or £20 per unit. Based on this per unit sales, the net operating income for Amana Ltd is shown here:
While per unit sales £25

	Particulars 
	Amount (£)

	Total revenue (25*100000)
	2500000

	Costs:
	

	Delivery network setup 
	150000

	Upgradation of the current website 
	50000

	Salary (IT programmer) 
	35000

	Net operating income 
	22,65000



While per unit sales £20

	Particulars 
	Amount (£)

	Total revenue (20*100000)
	2000000

	Costs:
	

	Delivery network setup 
	150000

	Upgradation of the current website 
	50000

	Salary (IT programmer) 
	35000

	Net operating income 
	17,65000



From the above calculation, it is estimated that when the sales per unit will be £25 total revenue will be 2500000 and the net operating income will be 22655000. When the sales per unit will be £20, total revenue will be 2000000 and net operating income will be 1765000. So it means that 50% of sales online will make Amana Ltd profitable. 
Analysis to sell on Amazon
Except for going to an online platform, Amana Ltd can choose another alternative like amazon.com to sell goods and services. For amazon.com, Amana Ltd has to bear some costs like fulfillment fees at £50000. If Amana goes for amazon.com, it will get expected sales of 65000 units. Based on the assumption of sales per unit at £25 and £20, the net operating income can be calculated here: 
While per unit sales £25
	Particulars 
	Amount (£)

	Total revenues (£25 per unit)
	1625000

	Cost: Fulfillment 
	50000

	Net operating income
	1575000



While per unit sales £20 will be 
	Particulars 
	Amount (£)

	Total revenues (£20 per unit)
	1300000

	Cost: Fulfillment fee  
	50000

	Net operating income
	1250000



The calculation is showing that at 25 per unit sales, total revenue will be 1625000 and net operating income will be 157000. On the other hand, at 20 per unit sales, total revenue will be 1300000 and net operating income will be 125000. Going to amazon.com will generate lower net operating income for Amana Ltd because here estimated sales units will be 65000 units and Amana Ltd will face a lack of control. Because all the control systems will go to amazon.com. As the pricing system and the return policy are not in favor of Amana Ltd, it will not be a wising for Amana to go for Amazon.com
Advice for Amana Ltd
It is globally impacted that COVID-19 negatively deteriorated the world. Business activities have also been a loss. Like other businesses, Amana Ltd generates few sales in the souvenir business. Due to the COVID situation, the government of the UK restricted the travel industry to save the nations. For this reason, the number of travelers in 2020 cut down and Amana faces loss. Amana's competitors switch their businesses online. To increase the sales unit, Amana Ltd wanted to go for an online platform and amazon.com. Before going to these alternatives, Amana Ltd needs to focus on analysis. In the online platform, Amana Ltd will be able to sell its 50% of sales and here it can generate to sell 100000 units. It is estimated that when the sales per unit will be £25 total revenue will be 2500000 and the net operating income will be 22655000. When the sales per unit will be £20, total revenue will be 2000000 and net operating income will be 1765000. So it means that 50% of sales online will make Amana Ltd profitable. If Amana Ltd wants to switch to amazon.com it will generate to sell 65000 units. The calculation is showing that at 25 per unit sales, total revenue will be 1625000 and net operating income will be 157000. On the other hand, at 20 per unit sales, total revenue will be 1300000 and net operating income will be 125000. Amana will be able to increase its net operating income in both alternatives. But the online platform will generate more net operating income than that amazon.com. besides, amazon.com will not provide Amana Ltd control of the return policy and pricing system and the net operating income is also lower. So, it can be said that Amana Ltd should for an online platform for selling units.
Conclusion
Amana Ltd is a tourist business that sells souvenirs. COVID breakout hampers the business and it faces losses. It prepares its original budget along with flexible and actual budgets. Here it finds some variances. So it is finding a way to switch and increase its sales volume. There are two alternatives of which online platform will be the best choice for Amana Ltd because it will generate more net operating income. 
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