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An organization's economic fitness and wellbeing might also additionally depend upon the performance of its section of accounting. The cost-accounting system is foremost for corporations to create correct monetary forecasts and expand budgets (Schultz, 2018). Planning and intention placing additionally rely upon sales forecasts managed with the aid of using managed accounting tactics. This managerial accounting intends to make certain that auditing practices and economic activities guide operational procedures and in addition increase and expansion (Putri, 2021). Furthermore, a powerful cost accounting system is essential to create certain that inner conduct and authorities make the maximum suitable commercial enterprise selections for their organization (Mallouk, 2015). Hare the assessment paper will be divided into two parts. In the first part, the author will prepare the monthly control report representing the budget of the original and flexed and variances of Amana Ltd. Then based on the analysis of the control report, a report will be provided based on Amana Ltd’s accomplishments and lastly, some recommendation will be provided. The second part is an analysis of Mr Amana’s decision to set up their online shop or sell on Amazon by considering all the relevant costs.


[bookmark: _Toc102142141]Representation of Monthly Control Report of Amana Ltd Consisting Original and Flexed Budget and Variances
A family-owned tourist business named Amana Ltd is regulating their business in London by selling souvenirs to tourists. Though they have been successfully performing their business task over the 40 years, there has been a huge impact of COVID-19 on their business performances. Now their overall performance will be analyzed based on various perspectives which are given below.
[bookmark: _Toc102142142]Evaluation of Original Budget and Variance
The evaluation of a budget to actual variance denotes a manner via way of means by which a company’s finances are in comparison to real consequences and the motives for the interpretation of variance properly (Maksoud, 2011). The reason for all variance evaluations indicates to initiate several inquiries. The variance of budget denotes the distinction connecting the expected or beginning volume of cost or earnings and the authentic quantity is present. The deviations in the budget are beneficial while real earnings are better than forecasted or real expenses (Jiambalvo, 2010). In rare cases, financial variances might also relate to variations among real and deliberate belongings and liabilities. 
Essential Information:
	Particulars
	Budgeted Amount (£)
	Actual Amount (£)

	Total no. of Units (Sales)
	100,000
	80,000

	Selling price (Per Unit)
	25
	20

	Variable Expenditure:
	
	

	Materials Cost
	(2.50)
	(280,000)

	Cost of Labour
	(4)
	(440,000)

	Overhead Cost
	(1.50)
	(120,000)

	Total Contribution
	17
	760,000

	Fixed Expenditure:
	
	

	The rental cost of the Warehouse
	200,000
	170,000

	Cost of Insurance
	100,000
	100,000

	Salary of warehouse supervisor
	50,000
	35,000



Calculated Value:
Here,
Variance = (Budgeted Amount - Actual Amount)
	Particulars
	Budgeted Amount (£)
	Actual Amount (£)
	Variance
	In favor / Not in favor

	Total no. of Units (Sales)
	100,000
	80,000
	20,000
	Not in favour

	Total Earnings
	2,500,000
	1,600,000
	900,000
	Not in favour

	Variable Expenditure:
	
	
	
	

	Materials Cost
	250,000
	280,000
	(30,000)
	Not in favour

	Cost of Labour
	400,000
	440,000
	(40,000)
	Not in favour

	Overhead Cost
	150,000
	120,000
	30,000
	In favour

	Total Contribution
	1,700,000
	760,000
	940,000
	Not in favour

	Fixed Expenditure:
	
	
	
	

	Cost of Insurance
	100,000
	100,000
	-
	No Variance

	The rental cost of the Warehouse
	200,000
	170,000
	30,000
	In favour

	Salary of warehouse supervisor
	50,000
	35,000
	15,000
	In favour



Interpretation
· The entire unit sold here is not in favour as the actual amount is lower than the estimate, resulting in a variance of £20,000. The estimated total selling price does not match the actual amount because the resulting discrepancy of £900,000 is part of the not in favour. 
· Material and labour costs are higher than budgeted, so these costs are associated with deviations of -£30,000 and -£40,000 lbs. 
· Again, administrative expenses take precedence as the actual cost is less than the estimated amount of the £30,000 impairment. 
· The gross contribution was also disapproved as most elements of the gross contribution calculation were not approved and there was a £940,000 variance. 
· There is no difference in insurance costs as the estimated and actual costs are the same. 
· The cost of renting the warehouse and the salary of the warehouse supervisor are in favour as the actual cost is lower than the estimated amount and the variances are £30,000 and £15,000 respectively.
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A flexible variance of budget denotes any distinction in the middle of the outcomes produced through the flexible price range model and the actual effects (Intakhan, 2018). If real profits are covered in a flexible budget model, there might be a mismatch between projected and real expenses, now no longer profits (Schultz, 2018). If the real variety of units offered is covered in a flexible price range model, there can be variations among general unit sales and real unit sales and real and projected spending levels. If the flexible price range varies widely, this could suggest that the formulation inserted within the price range version wishes to be adjusted to higher replicate real effects (Putri, 2021).
Essential Information:
	Particulars
	Budgeted Amount (£)
	Actual Amount (£)

	Total no. of Units (Sales)
	80,000
	80,000

	Selling price (Per Unit)
	25
	20

	Variable Expenditure:
	
	

	Materials Cost
	(2.50)
	(280,000)

	Cost of Labour
	(4)
	(440,000)

	Overhead Cost
	(1.50)
	(120,000)

	Total Contribution
	17
	760,000

	Fixed Expenditure:
	
	

	The rental cost of the Warehouse
	200,000
	170,000

	Cost of Insurance
	100,000
	100,000

	Salary of warehouse supervisor
	50,000
	35,000





Calculated Value:
	Particulars
	Budgeted Amount (£)
	Actual Amount (£)
	Variance
	In favor / Not in favor

	Total no. of Units (Sales)
	80,000
	80,000
	-
	No Variance

	Total Earnings 
	2,000,000
	1,600,000
	400,000
	Not in favour

	Variable Expenditure:
	
	
	
	

	Materials Cost
	250,000
	280,000
	(30,000)
	Not in favour

	Cost of Labour
	400,000
	440,000
	(40,000)
	Not in favour

	Overhead Cost
	150,000
	120,000
	30,000
	In favour

	Total Contribution
	1,700,000
	760,000
	940,000
	Not in favour

	Fixed Expenditure:
	
	
	
	

	Cost of Insurance
	100,000
	100,000
	-
	No Variance

	The rental cost of the Warehouse
	200,000
	170,000
	30,000
	In favour

	Salary of warehouse supervisor
	50,000
	35,000
	15,000
	In favour



Interpretation: Here in the above table, it is shown that total earnings are not in favour as there exists a variance of £400,000. In the variable expenditure segment, the overhead cost is in favour and the other cost like material and labour cost; and total contribution is not in the favour section. Again, the cost of insurance has no variance but the rental cost of the warehouse and salary of warehouse supervisors are in favour as the actual cost is lower than the budgeted cost.
Both budgets have acquired the same result. So, it can be concluded that actual and flexible budget along with variance has no significant difference.
[bookmark: _Toc102142144]Amana’s Performance Related Report
Amana Ltd is a family orientated tourist company and performing its task very well for over 40 years. They sell souvenirs to tourists. But due to the COVID-19, the impact the company had faced a great impact on their tourism business as all the flights were closed off and people were bound to stay at home for the declaration of lockdown and that’s why all the tourist places selling souvenirs to tourists of Amana Ltd had declined as there were not sufficient buyers properly.
A budget is something like forecasting. The forecasted result is taken based on assumptions and previous analysis but actually, the result may not come true that’s why they always remain a risk in any budget (Mallouk, 2015). Here in this budget analysis, Amana Ltd had budgeted but in actual sense, the result didn’t come true as a result of the COVID-19 impact. 
Due to the lack of demand for souvenirs, the actual selling price declined from 25 to 20 according to the budgeted plan. And accordingly, their revenue was lower. Their generated revenue for 2020 took a big hit as people were not able to travel to their locations and eventually their other activities were not in favour of them. The company’s total earnings were not in favour as the actual price declined. Again, material and labour cost were also not in favour of the company as the cost was very high than the budgeted amount. Again, the overhead cost was in favour as the cost was lower than the budgeted amount. As the majority of the ingredients were not in favour the calculated value of the contribution margin was not good at all. The company’s fixed expenditure of insurance had no impact invariance as the payable insurance payment is fixed that’s why there was no difference between the budgeted and actual amount. The rental cost of the warehouse and the salary of the warehouse supervisor were in favour of the company as both the generated cost was lower than budgeted.
The economic comprehensive accomplishment of an organization might be analyzed in terms of earnings and loss (Maksoud, 2011). If the organization can generate better earnings than the preceding year or predicted amount, it needs to imply that the institution is doing good. If it has fewer earnings or losses, it way the institution is underperforming (Jiambalvo, 2010). Aman's comprehensive accomplishment equals budget. The organization's products aren't censorious however may be categorized as luxurious concerning renovations. The target marketplace is tourists. So while there are numerous tourists, the organization can promote extra souvenirs. Because there are fewer human beings than tourists, there are fewer sales.
Post-pandemic, human beings need to buy what they need, and due to the fact there may be a liquidity crisis, human beings might not purchase at the asking price, and they might not purchase at the low charge (Intakhan, 2018). It can't conclude that the enterprise is bad, however, it is truthful to mention that the enterprise is attempting to run its very own way. Due to the effect of the pandemic, the fee might also additionally grow barely as in line with the agreement; however, it's far really well worth noting that the enterprise might not have an everlasting provider with which it has an agreement (Schultz, 2018). When an enterprise has its very own group of workers, employees are much less probably to call for better-than-ordinary wages (Putri, 2021). In the case of Amman, prices have additionally improved for a few companies. In that approach, the enterprise does not have its very own group of workers however, as a substitute they hire temporary employees, who have been charged better wages once they have been employed in the wake of the pandemic.
[bookmark: _Toc102142145]Recommendations
By overlooking the comprehensive analysis presented above, it can be said that the company's performance is too poor for the hazardous impact of COVID-19. So to further develop and cope with that situation, the company can take some effective measures which are introduced below:
· Amana Ltd needs to be more realistic in achieving its goals as monetary targets will help make informed spending decisions. Companies will spend less, resulting in higher profits.
· Amana Ltd must correctly define its income and expenses. By analyzing these factors, the company can revert to its previous state.
· Businesses need to recognize people's needs and desires and their propensity to consume. These factors have changed dramatically in the wake of the pandemic. By analyzing these factors, companies can provide products according to customer needs.
· Amana Ltd must justify all costs in terms of profitability and long-term versatility. Therefore, develop plans and strategies to support new projects. Additionally, estimate the potential costs the company could incur in the post-pandemic period.
· Amana Ltd must have a contingency plan. No company or any institution can be prepared. Because not everything goes according to plan, this may be given the unforeseen costs in the budget. Therefore, Amana Ltd must include contingencies in its budget.
[bookmark: _Toc102142146]An Analysis of Mr Amana's Decision to Set up Their Online Shop or Sells on Amazon
Traditional purchasing has emerged as tough or even scary; human beings are more and more willing to keep online (Mallouk, 2015). This shift is facilitated through the truth that customers have embraced Amazon and different online retailers. Online sales have developed by 44% yearly in 2020 and 39% in 2021 (Maksoud, 2011). This trend of world isolation is probable to continue. Even if retail corporations completely reopen, the advantages of online buying might not move away. All of this explains why that is an excellent time to begin or double down on e-commerce efforts.
Again, quarantine has modified the way things are bought by people. It takes lengthy sufficient for those patterns to take root. Of course, while shops are open, clients are greater open. However, that does not suggest they all of a sudden stop being addicted and comforted while buying online (Jiambalvo, 2010). Fear of COVID-19 will now no longer disappear overnight. Even after the quarantine ends, humans will continue to be careful, and plenty will nonetheless choose to shop online from the protection in their homes. With the speedy increase of mobile devices, surfing and buying online are simpler than ever. Customers can order at any time with one hand from a tool that may be positioned in their hand or pocket.
Therefore, through analyzing the contemporary marketplace scenario and client behaviour, organizations need to circulate their enterprise online. The corporation Amana Limited now has two options, one is to increase its e-commerce site, and the alternative is to use Amazon's online platform to hold its business movement. But both the options have some specific particular costs.
If the company wants to develop a personal e-commerce site, then it will be incurring the following initial investment and monthly costs:
(Guaranteed sales of 100,000 units)
	Particulars
	Amount

	Cost of setting up a delivery network
	£150,000

	Cost of upgrading the current website to handle the large volume of sales
	£50,000

	Total Investment 
	£200,000

	Salary of a full-time IT programmer annually
	£35,000

	Total Annual Outflow:
	£35,000



If the company wants to use Amazon’s platform, then the incurred cost will be:
(Guaranteed sales of 65,000 units)
	Particular
	Amount

	Amazon fulfilment fees
	£50,000

	Total:
	£50,000



The company should develop their online platform as here the company can sell 100,000 units of products and on the other hand, 65,000 units will be sold on the platform of Amazon. Though the initial investment amount is higher in that option, it will be more beneficial later. As here the company has control over the price of products, but it is not possible on Amazon. So according to my opinion creating their e-commerce platform will be most effective for achieving their ultimate success.


[bookmark: _Toc102142147]Conclusion
Managerial accounting is the procedure that lets choice-makers set and examine commercial enterprise desires by figuring out what records they need to make a selected choice and the way to investigate and discuss these records (Intakhan, 2018). In the first part of this assessment, the author has presented several elements of forecasted and actual amount and by finding out the variance; the company has determined which proportion is in favour or not in favour and through which the company has found out their poor condition for the covid pandemic. And in the second part, by analyzing the whole investments and cost-related activities and along with to attain sustainable development the company should introduce their e-commerce platform eventually.
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