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1. [bookmark: _Toc102379706]Part A
1.1. [bookmark: _Toc102379707]Preparation of Control Report

Control report is necessary for any manufacturing or production company to control over the flow of the cash in the business operation and manage the cost of the business. Control report is effective to control over the inventory flow of the business and determine the cost of the business operation more effectively (Roof et al. 2020). Control report can be used to evaluate the current production process of the business more effectively. Through the help of the control report, an organization is able to focus on the material and labour cost in the business operation and increase the contribution margin. In case of manufacturing organization, control report is beneficial to increase the profit margin and reduce the cost of the production. Actual cost, budgeted cost and variance has been analyzed in the control report to evaluate the performance of the business from the aspects of the production process. Monthly control report allows to monitor the monthly production flow of the business that leads the management to control over the business operation (Iacona et al. 2018). Through the use of the control report, organizations are able to improve the performance parameter and reduce the cost. Variable cost and fixed cost in the business operation can be evaluate through the use of control report. In addition to it, differences between the actual cost and budgeted cost can be identified through the variance analyses in the business operation effectively. 
Monthly control report of Amana Ltd has been prepared in the following section in order to control over the flow of the cost in the business operation and enhanced the net profitability in the business operation. 
	Monthly Control Report

	 
	Budget
	Actual
	Variance
	Remark

	Units
	   100,000 
	  80,000 
	 
	 

	Selling price
	 £             25.00 
	 £             20.00 
	 
	 

	Sales Revenue
	 £ 2,500,000.00 
	 £ 1,600,000.00 
	 £ 900,000.00 
	Favorable

	 
	 
	 
	 
	 

	Variable Costs
	 
	 
	 
	 

	Materials
	 £    250,000.00 
	 £    280,000.00 
	-£ 30,000.00 
	Unfavorable

	Labour
	 £    400,000.00 
	 £    440,000.00 
	-£ 40,000.00 
	Unfavorable

	Overhead
	 £    150,000.00 
	 £    120,000.00 
	 £   30,000.00 
	Favorable

	Contribution
	 £ 1,700,000.00 
	 £    760,000.00 
	 £ 940,000.00 
	Unfavorable

	 
	 
	 
	 
	 

	Fixed Overhead
	 
	 
	 £               -   
	Favorable

	Warehouse rental
	 £    200,000.00 
	 £    170,000.00 
	 £   30,000.00 
	Favorable

	Insurance
	 £    100,000.00 
	 £    100,000.00 
	 £               -   
	Favorable

	Fulltime warehouse supervisor salary
	 £      50,000.00 
	 £      35,000.00 
	 £   15,000.00 
	Favorable

	Total Fixed overhead
	 £    350,000.00 
	 £    305,000.00 
	 £   45,000.00 
	Favorable

	 
	 
	 
	 
	 

	Net earnings
	 £ 1,350,000.00 
	 £    455,000.00 
	 £ 895,000.00 
	Unfavorable



Above control report shows the differences between the actual cost and budgeted cost for the business operation. Performance of the business can be measured through the use of the variance analyses methods. Variance analyses shows the differences between the actual cost and budgeted cost of the production process that indicates to the performance of the firm. In this control report, if the budgeted cost is higher than the actual cost then it considers as the unfavorable otherwise it called as favorable. If the budgeted cost lower than actual cost that indicates towards the ineffective control over the production process in the business operation. As the company unable to match with the budgeted report in the business operation. Monthly data regarding the changes in the actual cost and budgeted cost has reflected in the above report for the Amana Ltd. managers are able to make the effective decision for the business through the use of this report effectively. It can assist to evaluate the performance of the firm and improve the future flow of the business.
It can also effective for the development of the budgetary control for the business in the future. Organizations are able to control over the budget functions in the business process as the company able to control over the complete production process. Control report is also beneficial to improve the resource allocation in the business process. Organizations are able to allocate the resource effectively through using this report that it provides the data regarding the key issues involved in the business functions effectively. 
1.2. [bookmark: _Toc102379708]Performance evaluation as per Control Report

1.2.1. [bookmark: _Toc102379709]Introduction
Purpose of this report is to evaluate the performance of the business based on the control report that has been prepared. Control report used to provide an understanding related to the business functions in the current environment as well as help to determine the financial issues related to the business. Current per performance Amana Plc has been evaluate by measure the variance analyses and control report effectively. 
1.2.2. [bookmark: _Toc102379710]Performance evaluation
Based on the control report it is seen that budgeted unit sales was 100,000 where the actual unit sales is 80,000. It is seen that the actual unit sales is lower than the budgeted unit sales which in not favorable from the organizational financial perspective. It can be stated that the organization not performed well as per the demand of the business (Harrison, 2019). Selling price per unit for the business production is 20 where the budgeted selling price per unit is 25. Considering the sales revenue of the business it is seen that the actual sales revenue of the firm is 1600000 compared to budgeted sales revenue of 2500000. Here, unfavorable situation in the costing process can be seen for the business. Considering the control report it can be stated that current financial performance of the business is not up to mark for the business that it unable to achieve the budgeted sales revenue in the actual environment. This data indicates that the company need to improve the financial performance of the business from the current environment. It can be recognized that the company need to focus on the financial performance of the effectively. 
In order to measure the performance of the business effectively, variable cost analyses and fixed cost analyses methods need to take under consideration. Based on the control report it is seen that the variable cost of the business is including materials, labour and overheads. Following the variable cost measurement under the control report, it is seen that actual material cost of the business is 280000 compared to budgeted material cost of 250000. Here, a variance of 30000 can be calculated through the use of monthly control report effectively. Therefore, unfavorable situation can be seen in the cost controlling operation of the business. Overflow in the material cost can be seen which indicates that the management is unable to predict the material cost effectively in the business operation. 
Based on the labour cost of the business it is seen that actual labour cost of the business is 440000 compared to budgeted labour cost of 400000 in the current environment. A negative variance on the labour cost can be seen in the current environment of the business. It is seen that the company unable to predict the labour cost effectively that the overflow in the labour cost can be seen in the business function. However, overhead cost of the business is favorable that the actual overhead cost is lower than the budgeted overhead cost for the business. It is seen that the budgeted overhead cost was 150000 where the actual overhead cost is 120000 for Amana Plc. This data indicates that the company is able to improve the overhead function in the current environment. 
Based on the fixed overhead analyses, it is seen that the company able to predict the fixed cost effectively that the favorable situation can be seen in the financial performance. Considering this factor, it can be stated that current performance of the business is not effective that the business unable to achieve the budgeted net profit in the actual environment. 
1.2.3. [bookmark: _Toc102379711]Conclusion
It is concluded that the current performance of the business is not effective that it unable to achieve the budgeted profitability effectively. Higher variable cost and lower sales revenue are the key aspects that negatively performed in the business function of the business. Based on the control report it is seen that the variable cost of the business is including materials, labour and overheads.
1.3. [bookmark: _Toc102379712]Recommendation for the improvement

It is recommended that the company should focus on the functional development of the firm in order to improve the variable cost of the business. It is seen that the selling unit is lower for the business as per budget which indicates towards the lack of efficiency in the Research and Development (R&D) process of the firm (Vitolla et al. 2020). In order to develop the business performance more effectively, the company should increase the investment in R&D which will help the firm to predict the cost flow more effectively. In is also seen that the selling price per unit is lower for the business compared to budgeted selling price per unit. In order to improve the sales revenue of the business, the company should increase the selling price per unit and reduce the variable cost per unit for the firm. This process will benefit the organization to achieve higher profitability in the financial operation effectively. It will be effective for the firm to enhance the financial aspects of the business and control over the inventory flow. The company should introduce resource allocation management in order to allocate the resources effectively in the business operation. 
2. [bookmark: _Toc102379713]Part B
In the current environment, the company have two options in the business process in order to compete with its competitors in the market. After Covid19, trends of the online shopping has increased among the people of the UK. It is seen that large numbers of customers like to shop from the online websites in order to maintain safe distance and save the time. Most of the competitors of the business has also developed new strategy to shift the business function from offline to online in the current environment. In order to compete with the competitors in the market, the company have two options. Either the company could set up its own online shop to sell the product directly to the customers or the company could contact with Amazon in order to sell the product via the Amazon online shopping platform. In the following section a comparative analysis among these two options has been taken under consideration in order to make the effective decision for the good of the business. 
	Own Online shop

	 
	 

	Expected selling Unit
	100000

	Selling price per unit
	 £             20.00 

	Sales Revenue
	 £ 2,000,000.00 

	Less: Cost of operation
	 

	Cost of setting delivery network
	 £    150,000.00 

	Cost of upgrading current website
	 £      50,000.00 

	Salary of fulltime IT programmer
	 £      35,000.00 

	Net profit
	 £ 1,765,000.00 



Table 1: Cost distribution if the Company install its own online shop
(Source: Created by author)

	Direct Amazon Selling

	 
	 

	Expected selling Unit
	65000

	Selling price per unit
	 £             20.00 

	Sales Revenue
	 £ 1,300,000.00 

	Less: Cost of operation
	 

	Amazon fulfilment fees
	 £      50,000.00 

	Net profit
	 £ 1,250,000.00 



Table 2: Cost distribution if the company sell the product direct Amazon
(Source: Created by author)
In the above table it is seen that the company earn a net profit of £1,765,000 if the company sale its product in the own online shop. On the other hand, the company will earn a net profit of £1,250,000 from the business operation if the company sell the product via direct Amazon. Here, it is assumed that the selling price per unit for the product will be £20. Based on the market research it is identified that the company will sell 100000 unit from the business operation if the company set up its own online shop. Own online shop will also benefit the company in the long-term perspective to improve its brand value in the market. Reliability of the business will also increase in the market if the company setup its own online shop (Foo et al. 2019). On the other hand, it is expected that the company will sell 65000 units in the business operation if the company sell the product from Amazon websites. Due to higher market competition in the sites, unit sales will be variable that will depends on the market demand. Here, a risk factors can be seen in the business process to sell the product from the Amazon websites. Based on the cost card it is seen that total expected cost from the own setup online shop is £235,000 which are including Cost of setting delivery network, Cost of upgrading current website and Salary of fulltime IT programmer. On contrary, expected cost from the Amazon sell will be £50,000 as Amazon fulfilment fees. 
Considering the cost distribution, it is seen that cost of the own setup online shop is higher compared to Amazon sell. Hence, the unit sale of the product will also higher in the own set up online shop compared to Amazon. Considering the data, it is seen that net profit is higher for the own set up online shop which is also favorable for the long-term business perspective. Risk factors is also lower in this process that the competitiveness in the web site will be lower compared to Amazon. Additionally, in case of Amazon, lack of control over the pricing and return policies can be seen in the business operation which is not effective from the organizational perspective. Following the outcome, it can be suggested that the company should set up its own online shop for the distribution of the product (Hasanah and Tirtana, 2019). This process will benefit the organization to increase the numbers of sales and develop the brand popularity eventually. This process will also improve the numbers of customers based for the business and market capitalization which is beneficial for the long-term business perspective. When compared to other traditional firm, online enterprises have much reduced operational costs. A minimal office area is required for an internet company, or no workplace space is required at all. As a result, the costs of hiring physical space could be eliminated. When contrasted to a regular office corporation, an internet business provides significantly more happiness. In fact, neither any type of business entity offers the same level of personalization as an internet company. A corporation that operates entirely online is not bound by time constraints. It does not have an open or closed hour like a typical business. Consumers can buy whenever it is convenient for them as accessible as possible to the online.
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