



Table of Contents
Part A	2
Monthly Control Report	2
Report on Amana’s performance	3
Recommendations	5
Part B	7
Calculation of profits from two alternatives	7
Comparison of the two alternatives	8
References	10



[bookmark: _Toc92135394]Part A
[bookmark: _Toc92135395]Monthly Control Report
Monthly control report is a statement in which the calculation of profit of the business is done, not only profit, this report also contains the information about the deviations of the actual results from the results which are expected by the business at the starting of the month. The variance or the deviations are further used to provide an information about the performance of the business. If the variances are positive, it means that the deviation is favourable for the business and if it is negative, it means that the deviation is unfavourable for the business (Oncioiu, Calotă and Tănase 2021). After calculating the deviations, reasons for the variances are identified and the control procedures for the unfavourable variances are implemented in the operations of business. The monthly control report of the Amana Ltd. is given below in the table:
	Particulars
	Original Budget
	
	Actual
	Variances

	
	
	Flexed
	
	

	Units
	100,000
	80,000
	80,000
	-20,000

	Selling Price
	25
	25
	20
	(5) UF

	Sales Revenue
	2,500,000
	2,000,000
	1,600,000
	(400,000) UF

	Variable costs:
	 
	
	 
	 

	Materials (2,5)
	250,000
	200,000
	280,000
	(80,000) UF

	Labour (4)
	400,000
	320,000
	440,000
	(120,000) UF

	Overhead (1,5)
	150,000
	120,000
	120,000
	0

	Contribution (17)
	1,700,000
	1,360,000
	760,000
	600,000

	 Fixed costs:
	 
	
	 
	 

	Warehouse rentals
	200,000
	200,000
	170,000
	             30,000 F

	Insurance
	100,000
	100,000
	100,000
	0

	Supervisor salary
	50,000
	50,000
	35,000
	             15,000 F

	Profit
	1,350,000
	1,010,000
	455,000
	-895,000





The variances shows that the sales unit deviation is unfavourable as the actual sales unit are lower than the budgeted sales units.  And in case of material cost, the deviation is unfavourable because the amount of actual material consumed is greater than the budgeted material consumed (Magni 2019). Any disparity between the outcomes provided by a flexible budget model and the actual results is referred to as a flexible budget variance. When actual revenues are incorporated into a flexible budget model, any discrepancy arises from the difference between budgeted and actual expenses, not revenue.
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The performance of the Amana’s is not very good. The budgeted sales were not as expected and so the direct costs. However, the deviations of fixed costs of the company are favourable, but it is not enough to recover the amount of profit foregone due to the decreased sales and increased variable cost. The analysis of the performance of Amana’s is discussed below in detail:

· Sales units
Sales units are the number of units which is sold by the company during the period. More sales units mean more revenue generation, on the other hand, when the sales units go down, the revenue generation of the company becomes week. The variance in sales unit is -20000 units, it means that the variance is unfavourable. The company is not able to achieve the budgeted sales and therefore the generated revenue from the business is also low (Arhin 2018).
· Selling price
One reason for the decrease in sales revenue is the unit of sales, there is also another reason of the decreased sales revenue of the company which is the price at which the company sells its products. The company expected to sale one unit of product at £ 25, but the actual sales price which the company is able to get from sale of the product is only £ 20. This leads to an unfavourable deviation of £ 5 in the per unit selling price.
· Revenue from sales
Revenue is the calculated as the product of sales unit and selling price which the company has achieved over the period. It is discussed in above points that the sale units and the selling price of the products are unfavourable for the business as the result, the generated revenue is also lower. Despite the lower selling price, the company is not able to sale the required number of product units and therefore, the revenue is also unfavourable for the company (Robinson 2020).
· The cost of the material actually incurred is also unfavourable for the company, as the curved materials amount to £200,000, but it costs £280,000 to reduce the selling price and the increase in the value of the material cost is unfavourable for the company as a result the company's profits will certainly be lower. This shows that the performance of the company regarding managing the cost of material is not up to the mark. 
· Labour costs
Similarly, to the material cost the cost of labour has also been increased that total labour cost which was expected by the management is £ 320,000 but in actual the cost of £440,000 is incurred as the labour charges this gives the variance of £ 120,000 unfavourable in totality. If we talk about per unit budgeted labour cost per unit was 4 and the actual budgeted cost per unit is £ 5.5 this gives the variance of £ 1.5 of unfavourable nature.
· Rent of Warehouse
When the actual cost incurred is lower than the cost which is budgeted then in this case the deviation of the actual from the budgeted is favourable for the business. in case of warehouse rentals, the expected cost was £ 200,000 but in actual the cost incurred is £ 170,000 which gives us a favourable variance of £ 30,000.
· Insurance
The cost of insurance shows no change in terms of standard and actual. the cost is same for both and therefore there is no deviation this is a situation which is not favourable and also not unfavourable for the company this situation can also be called as break-even situation. The cost is £ 100,000 for fixed costs as well as for actual. 
· Salary of the supervisor
Similar to the rent of warehouse the salary of supervisor also shows a favourable change for the company. The flexed cost for the warehouse was £ 50,000 but the actual cost which is incurred is lower than the budgeted which is £ 35,000, therefore, it is said to be favourable for the company. 
· Profit
Profit is the excess of sales revenue over the direct and indirect costs incurred in order to earn the amount of profit. The amount of profit of the company will be higher if the sales revenue increases or the expenses decreases and vice-versa. The amount of profit earned by the company for the period is £ 45500 but the profit which is budgeted by the business was £ 1350000, this gives an unfavourable variance of 895000. As the profit deviation of the company is unfavourable the overall performance of the business shall also be considered as unfavourable (Botha 2018).
Final result of the analysis – The performance of the company is good, as the company is able to earn the profits for the period. But on comparing the actual results with the budgeted estimates of the company, it is very evident that the company is performing very much poor and the following recommendation must be considered by Amana Ltd.
[bookmark: _Toc92135397]Recommendations
· Increase in sales volume
The management of the company shall focus on increasing the number of units sold, it will directly affect the amount of revenue generated from the business activities. The business activities must be performed in a manner so that the sales of company increase, the company shall follow more aggressive marketing policy to increase the number of sales. 
· Reassessment of the sale price
Another method through which the company can increase the revenue generation is by increasing the sales price. The company shall review the pricing strategy of the product and a better price for sale shall be selected. The price of the company is lower than the expected price and still the company cannot achieve budgeted sales. The process shall be analysed and the price shall be assessed once again.
· Product benchmarking
The management accounting technique of product benchmarking can be used by the company. This technique is also known as reverse engineering because in this the product of the competitor is purchased by the company and such product it is tear apart by the company to check the quality e of the product. this enables the company to compare the product of the competitor for with the product of the company itself. through this the company can make amendments in its product to meet the requirements of the customers. as the sales of the company is decreasing the reason behind that might also be better products offered by the competitive forms of the company therefore by following this technique the company can make a better-quality product which is desired by most customers (Indriastuti, Nugroho and Aryanto 2017).
· Reduction in direct / variable cost
The cost of material and the cost of labour of the product manufactured by the company is very higher than the expected cost of material and labour. Due to this the contribution margin of the product becomes lower which results in lower contribution and then lower profit.  company shall use cost control techniques of Management Accounting so that the direct cost or the variable cost of the product can be controlled easily. The inventory management system which is a very useful tool of Management Accounting can be used to determine the quantity of material required at all the times which will ultimately lead to lower handling and ordering cost of the material (KUMAR 2021).
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For making the calculations, the information regarding the sales price and variable cost is required. But the details of selling price and variable cost is not provided in the question therefore, the information provided in the task a of this assignment for the budgeted sales price budgeted sales unit budgeted material cost budgeted labour cost and budgeted overhead cost has been used. The calculations are done according to these figures and the results is shown in that form of table given below:
	Exporting online

	Particulars
	Amt

	
	
	

	Units
	100000
	

	Selling Price
	25
	

	Sales Revenue
	2500000
	

	Less: Variable costs
	 
	

	Materials
	250000
	

	Labour
	400000
	

	Overhead
	150000
	

	Contribution
	1700000
	

	Less: Fixed costs
	 
	

	Setting up of network
	150000
	

	Salary
	35000
	

	upgrading website
	50000
	

	Profit
	1465000
	



The relevant costs of the alternatives are used for making the profit of the calculation, as per the calculations performed, the profit which will earned by adopting this alternative will be £ 146500. The cost of setting up of network can also be considered as a capital expenditure and the amortization can be charged on this, but in absence of any information about the period for which the network will be utilized or the period for which the expense shall be deferred is not provided, then in that case the cost is taken as the fixed cost of revenue nature and is charged from the profit of the period. 


	Sale on Amazon

	Particulars
	Amt

	
	
	

	Units
	65000
	

	Selling Price
	25
	

	Sales Revenue
	1625000
	

	Less: Variable costs
	 
	

	Materials
	162500
	

	Labour
	260000
	

	Overhead
	97500
	

	Contribution
	1105000
	

	Less: Amazon fulfilment fees
	50000
	

	Profit
	1055000
	



The profit which will be earned if the alternative of selling the product on amazon is selected, then the company will be having the profit of £ 1055000, the profit earning capacity under this alternative of the company is also good, the company is earning a good amount of profit in both the conditions. 
The amount of profit earned from the both alternatives is more than the profit earned in the year as calculated in the part a of this assignment. The company is able to earn a good amount of profit in case of selling the product online and through amazon comparing to the actual profit earned by the company. The company shall select any of the two projects and shall stop selling the products in the market as the profit earned is greater in case of both the alternatives than the actual profit earned. 
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Both the project which includes exporting the products online or selling the products through Amazon are viable projects as a profit earned from both the projects will be more than the profit actually earned during the period as calculated in part a of this assignment. If the company accepts the alternative to export the products online in the countries of ,Europe USA and Canada the company will be able to earn a profit of £ 1,465,000 this amount it is more than the actual profit earned during the period. If the company accepts the alternative to sell the products on Amazon then the company will earn £ 1,055,000 profit, This amount of profit is also more than the profit earned actually e as calculated in the part A The number of sales units will be different in the two alternatives if the alternative of exporting online is selected then the company will be able to achieve a sale of 1 lakh units on the other hand in the alternative of sale on Amazon the company will be able to achieve the sales unit of 65000. The number of units sold and the revenue generated from selling the unit is Greater in case of export online. As a result of this the prophet from the alternative of exporting online is also greater than the profit by selling the products on Amazon. However, the fixed cost in curd in the alternative of exporting online is very much more than the fixed cost incurred in the alternative of selling the products on Amazon. If the products are sold by exporting them online then the amount of fixed cost will be £ 235,000 and if the products are sold on the Amazon website, then the fixed cost only will be e £ 50,000. This comparison shows that the fixed cost in the alternative of selling the products on Amazon is very much lower than the alternative of exporting the products online. In future the sales on Amazon will increase with the increasing demand of the product but if the products are sold online by exporting them there is no such increase in the sales of product it means the sales will be e uniform.  lower fixed cost will ultimately lead to higher profits when the demand increased, in case if the products are sold on Amazon the amount of revenue will increase in future and assuming that the PV ratio will remain same the company will have more contribution and the fixed cost will also be same this will lead to higher profits for the company (Watts 2019).
For considering only the current situation of the two alternatives, it can be said that the option for exporting the product online is better as it is giving a better amount of profit, but if we see the future prospects, the amount of fixed cost is lower in case of selling the product on amazon, therefore, if the company wants to earn a good profit which will keep increasing, then it shall go with the alternative of selling the products on amazon, and if the objective of the company is to earn more profits in the short-term, then the company shall accept the alternative of exporting the products online (Zhang, Chen and Yuan 2020).


[bookmark: _Toc92135401][bookmark: _Hlk92309211]References
‌

· Arhin, S., 2018. Shareholder value: An analysis of return on assets and equity and their impact on corporate strategic donation using profit margin and turnover. Global Journal of Business, Economics and Management: Current Issues, 8(2), pp.74-89. 
· AccountingTools. (n.d.). Flexible budget variance. [online] Available at: https://www.accountingtools.com/articles/what-is-a-flexible-budget-variance.html.
· Botha, R., 2018. Comparing different profit figures for the benefit of stakeholders (Doctoral dissertation, North-West University).
· Indriastuti, H., Nugroho, B. and Aryanto, V.D.W., 2017. Small and medium enterprises’ product benchmarking advantages on marketing performance. International Journal of Mechanical Engineering and Technology, 8(7), pp.70-84.
· KUMAR, R., 2021. Inventory management system.
· Magni, D., 2019. Empirical Analysis of Profit Smoothing. In New Perspectives of Profit Smoothing (pp. 201-236). Palgrave Macmillan, Cham.
· Oncioiu, I.V., Calotă, T.O. and Tănase, A.E., 2021. An Overview of Diversities in the Use of the Profit and Loss Statement. Encyclopedia of Organizational Knowledge, Administration, and Technology, pp.124-134.
· Robinson, T.R., 2020. International financial statement analysis. John Wiley & Sons.
· Watts, A., 2019. Comparison of projects. In Modern Construction Case Studies (pp. 6-11). Birkhäuser.
· Zhang, J., Chen, F. and Yuan, X.X., 2020. Comparison of cost and schedule performance of large public projects under P3 and traditional delivery models: a Canadian study. Construction management and economics, 38(8), pp.739-755.

2

