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1. Cost Report of Amana Ltd
(i) Preparation of Control Report of company
	Control Report

	 
	Original Budget (£) [A]
	Actual (£) [B]
	Variance [A-B]
	Variance %
	Result
	Flexed Budget [C]
	Variance [A-C]
	Variance %
	Result

	Units
	100000
	80000
	20000
	20%
	Unfavorable
	80000
	0
	0%
	 

	Selling Price
	25
	20
	5
	20%
	Unfavorable
	25
	-5
	-20%
	Unfavorable

	Total Sales
	2500000
	1600000
	900000
	36%
	Unfavorable
	2000000
	-400000
	-20%
	Unfavorable

	Variable Costs
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Material
	250000
	280000
	-30000
	-12%
	Unfavorable
	200000
	-80000
	-40%
	Unfavorable

	Labor
	400000
	440000
	-40000
	-10%
	Unfavorable
	320000
	-120000
	-38%
	Unfavorable

	Overhead
	150000
	120000
	30000
	20%
	Favorable
	120000
	0
	0%
	 

	Contribution
	1700000
	760000
	940000
	55%
	Unfavorable
	1360000
	-600000
	-44%
	Favorable

	Fixed Overhead
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Warehouse Rental
	200000
	170000
	30000
	15%
	Favorable
	200000
	30000
	15%
	Favorable

	Insurance
	100000
	100000
	0
	0%
	 
	100000
	0
	0%
	 

	Fulltime Warehouse Superior Salary
	50000
	35000
	15000
	30%
	Favorable
	50000
	15000
	30%
	Favorable



Control report is prepared to determine the actual performance of company. This is analyst by deducting the budgeted figures from the actual figures (Mishro 2020). Amana Ltd is a tourist business that is a family oriented. This company has the branches in Westminster Bridge, Brighton, Buckingham Palace, London Bridge, and Manchester city center. The business of Amana Ltd is operating foe last 50 years successfully but this business has faced the hurdles in the year 2020 due to the global pandemic. In April 2020, the business of Amana Ltd has got the highest hit and in the summer 2020 the revenue of the company has got slightly up. The Corona virus has badly impacted the tourist industry and due to which the revenue of the company has been decreased. The lockdown was imposed in the national as well as in the international boundaries and the moving to the tourist places was banned during that period (Camilleri 2018.)  

(ii) Performance of Amana Ltd
Control report is prepared by the management to analyses the performance of the company during the specific period of time. The budget is prepared by the company and this is served as the standard (Knardal and Bjørnenak 2020). These standard figures are compared with the actual performance of the company to determine the positive or negative variance. As per the comparison, the performance of the company in the year 2020 has been impacted by the introduction of the global pandemic around the globe.. The actual sale of the company was less than the budgeted sales in the year 2020 and the same goes with the price of the products. It is predicted by the company that the selling price of the company will be 25 but the actual price at which the company has sold its product was 20. The reduction in the total sales of the company is due to the smaller number of the units sold and as well due to the less selling price in comparison to the standards set by the company.
 In December 2020, the lockdown was implemented in the domestic boundaries (Camilleri 2018). This is one of the major factor due to which the sale of the Amana Ltd has been impacted. The result of the same for the company was unfavorable and the total negative variance of the sales was 20 percent and same for the selling price of the business at which final products are sold in the market. The variance in the total sale of the company was of 36 percent which indicate that the total sale of the company was less in the year 2020 in comparison to the set standards. The company has performed well during the month April and also in the summer season. The reason of the depletion in the total sales of the company is due to the introduction of the coronavirus in the national boundaries. 
The management has determined the total variable cost of £ 800000 while the actual variable cost of the business was £ 840000. It means that the variable cost of the product was more in comparison to the budgeted figures (Hastuti, Ghozali and Yuyetta 2017). The company has paid more for the purchase of the raw material as well as for the labor. The total cost of the material was £ 250000 as per the budget while the actual cost that a company paid for the purchase of the material was £280000. The difference worth £ 30000 is due to the increase in the cost price of the raw material.  The per unit cost of the labor was £ 4 as per the budget but in actual Amana Ltd has paid £ 5.5. This increase in the per unit cost of the labor has increased the expense of the business. The contribution is determined after deducting the total variable cost of the company from the total sales of the business during that period (Ugoani 2019). The total overhead during the period was less by £30000. This is the favorable for the company. The variance in the contribution of the company was £ 94000 this was 55 percent of the budgeted value. This unfavorable in the contribution was result of the increased in the cost of the variable cost and decrease in the total sales of Amana Ltd.  As per the estimation, the total fixed cost of the company was £350000 in which £ 20000 was of warehouse rental, £ 100000 was for Insurance, and £ 50000 was for the fulltime warehouse superior salary.  The actual cost that the company has paid was £170000 for warehouse, £ 100000 for insurance, and £35000 for the salary of the fulltime warehouse superior. It reflects that the company has paid less for the fixed cost in comparison to the estimation. 
As per the estimation, the profit earned by the company should be  £ 1350000 but in actual the company has earned the net profit of the  £ 455000. It is reflecting that the company performance was not up to the mark in the year 2020 due to the various factors. The one of the major factor was implementation of the lockdown in the domestic boundaries. The other reason was increase in the cost of the material and the cost of the labor. This has created the negative impact on the performance of the company. But this company was still able to survive in this difficult situation. Amana Ltd can improve the performance by improving the efficiency of the staff. The total revenue can be increased by promoting the product and by reducing the unnecessary expenses. 
(iii) Recommendation
Amana Ltd is a family business which sells souvenirs across England to tourists. This business has its tourist hotspot namely London Bridge, Buckingham Palace, Brighton, Manchester city, Westminster bridge, and Birmingham city across England. This business of Amana Ltd was able to successfully survive for the past 40 years in the domestic boundaries. This business was impacted due to the increase of the global pandemic. During the year 2020, the performance of the company has been impacted negatively. The total variable cost of the products was more in the year 2020 in comparison to the budgeted figures due to which the net profit of the company has been also reduced (Silvester 2017). This will impact on the growth and development of the business. The company has to needs to improve the total sales by increasing the price of the products, by promoting the products, by reducing the unnecessary expense, by improving the efficiency of the staff, any many more. The CEO of Amana’s Ltd has to deeply analyses the root cause of reduction in the total sales of the company by preparing the control Report. This report will be helpful in providing information related to the potential issue that may harm the financial health of the business. 
Following are the area of improvement that the Amana Ltd should consider-
· Advertise the products- The advertisement of the products may help the company in attracting the potential customers toward the business. The company has to bear the additional cost on the advertisement of the products but this will benefit the company to grow in future.
· Prepare the control Report- This report is prepared by the management to manage the operational activities of the business and also helpful in identifying the potential issues in the company that may impact the company’s financial health. 
· Track income and Expenses- CEO of the Amana Ltd should appoint an additional staff that tracks the income and expenses of the business over a specific period of time. This will help the company to analyses the level of the activities at which the more funds are utilized and also the level of activities at that are attracting the unnecessary expenses.  
· Improve Contribution- The contribution in the company can be increase by increasing the total sales of the company or by reducing the total variable cost. Amana Ltd CEO should try to improve this in business by using the various means. This can be improved by increasing the sales price or by increasing the total units sold (Khan 2020).
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1. Online Shop or Amazon
	Own Online Shop
	Amount (£)
	 
	Alternative Deal
	Amount (£)

	Units
	100000
	 
	Units
	65000

	Selling Price
	20
	 
	Selling Price
	20

	Total Sales
	2000000
	 
	Total Sales
	1300000

	Variable Costs
	 
	 
	Variable Costs
	 

	Material
	140000
	 
	Material
	140000

	Labor
	220000
	 
	Labor
	220000

	Overhead
	60000
	 
	Overhead
	60000

	Cost of Setting
	150000
	 
	Amazon Fulfillment Fees
	50000

	Cost of Upgrading
	50000
	 
	 
	 

	Salary to IT Programmer
	35000
	 
	Total Variable Cost
	470000

	Total Variable Cost
	655000
	 
	 
	 

	Contribution
	1345000
	 
	Contribution
	830000

	Fixed Overhead
	 
	 
	Fixed Overhead
	 

	Warehouse Rental
	170000
	 
	Warehouse Rental
	170000

	Insurance
	100000
	 
	Insurance
	100000

	Fulltime Warehouse Superior Salary
	35000
	 
	Fulltime Warehouse Superior Salary
	35000

	Total Fixed Cost
	305000
	 
	Total Fixed Cost
	305000

	Profit
	1040000
	 
	Profit
	525000



Amana Ltd has its business across the England and the industry in which this business deal is tourist. The global pandemic has created the negative impact on the tourist industry. The government of England has put the restrictions on the industry of tourism. The coronavirus has resulted in the depletion of the total revenue of the company. The lockdown in the economy has been imposed for the more than 1 year. This has hit the tourism industry badly and the many companies in the same industry during this period have been shut down. The revenue of the Amana Ltd has been reduced during that year and the financial performance of the company has the negative impact. This company was planning to sell its product online in the national as well as in the international boundaries. The company is planning to sell its 50 percent of the products online and rest through offline. There are two options for the company through which the company can sell its product online. The first option is selling the product by setting own online business and the second option is selling through a mediator that is Amazon (FETENE 2020).
If Amana Ltd sell the product by setting own shop, it will attract the guaranteed sale of 100000 units annually. The selling price of the products is assumed at £ 20 per unit which means that the total revenue of the company will be £ 2000000. To set up the own online business, company has to incur the additional cost for setting the business, upgrading the same, and also on the salary of the IT guy. The estimated total cost of setting the own online business is £ 150000, and the estimated cost of the upgrading will be £ 50000. Amana Ltd also has to pay the salary to the IT guy of £ 35000 annually. It is assumed that the total variable cost of the company on material, labor, and overhead will be £ 140000, £ 220000, and £ 60000 respectively. The total fixed overhead of the company will be £ 305000 that are split in to the warehouse rent, fulltime salary to the superior warehouse and insurance cost. The total contribution of the company in the business will be £ 1345000 and this is determined after deducting the variable cost from the total revenue of the business. After deducting the fixed cost of the company worth £ 305000 from the contribution, the profit of the company will be £ 1040000 (Basalamah 2020). 
If Amana Ltd chose Amazon for the online selling its product than it has to spend additional on the fee that is charges by the Amazon for listing the products online. The Amazon fulfillment fee will be £ 50000 that the company needs to pay. Online sell through Amazon will generate the revenue worth £ 1300000.  Due to the high level of the competition, the Amazon will generate the guaranteed sale of 65000 units annually. This figure may be increased as per the demand. The selling price of products is assumed at 20 per unit. The variable cost of the business is assumed £ 470000 which includes the cost of the material, the labor cost, and the overhead expenses. The fixed cost will remain constant that is equal to the £ 305000. Amana Ltd will not have the control over the price of the product and also on the return policy. The price of the product may fluctuate as per the policies of the Amazon (Išoraitė  and Miniotienė 2018).  
Amana Ltd should prefer to sell the products through setting the own online shop. The estimated profit earned by the company by selling the products through owns online shop is much higher in comparison to the sell on Amazon. The number of the units sold is also much higher and the company should choose the first option to sell the products. Amana Ltd will not have any control over the price of the products is it chose the Amazon and also on the return policy. Selling the products through own online shop will help the company in setting the price of the products as per the demand in the market and can also facilitate the changes in the return policy as per the requirement. 
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