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Executive Summary
This paper chooses the best option for Mr. Amana by analyzing both the option properly and the chosen option will be very beneficial for Mr. Amana in his business operation. Control report has been prepared for the identification of the performance of Amana Ltd in the current environment more effectively. 
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[bookmark: _Toc108709377]Introduction
Management accounting is defining as the fundamental concepts that has been used to improve the operational stability of the business effectively. With the help of the management accounting concepts, an organization is able to improve the profitability and organizational performance more effectively. Purpose of this report is to develop an understanding regarding the budgetary development operation for Amana through the evaluation of the control report eventually. The area that the CEO can improve in the current environment has also suggested in this report effectively. Moreover, a decision making regarding the operational strategy to go online or partnering with the Amazon. Com has also illustrated briefly in this assignment. 
[bookmark: _Toc108709378]Part A
[bookmark: _Toc108709379](a) Preparation of the Control Report
Control report is one of the important report has been developed by the management of the organization to enhanced the efficiency of the business function. Control report has been used to improve the operational stability of the firm through the performance evaluation process effectively. It can be assessed that the management of an organization are using control report in the business operation for the development of the performance management operation more effectively (Aziz et al. 2020). Control report has been prepared for the valuation of the organizational costing in the current environment and measures the fixed and variable cost in the business operation significantly. Monthly control report has been prepared by the management of the business to improve the cost flow of the business operation more effectively. Total direct costs, total fixed costs and total revenue generation from the business operation can be assessed through using the Control report eventually. With the help of the monthly control report, an organization is able to assessed the operational performance in the business operation through the analyses of the business structures. In the preparation of the control report, management of the business must include all cost allocation and revenue generation activities in the business operation more significantly. 
Benefits of the control report:
· Monthly control report is beneficial for the management of the organization to evaluate the organizational performance effectively over the period and assessed the operational stability (Sorg & Leidenfrost, 2022). 
· Monthly control report allows the business to manage the cost flow of the business and make the decision to improve the profit margin of the business effectively.
· With the help of the monthly control report, organization is able to control over the business function effectively in the current environment by identifying the issued area in business operation. 
Original budget has been prepared for the identification of the estimate flow of the cash in the business operation and measure the cost management strategy in the business process. Flexed budget has been prepared for the identification of the actual flow of the cost in the business operation to make the decision for the operational development (Park & Park, 2022). Finally, variance analyses have been prepared to evaluate the financial performance of Amana ltd in the current environment. variance analyses are effective to measure the potentials capabilities of the business to improve the operational performance effectively. Difference between the actual and budgeted cost allocation has been assessed to interoperate the variance in business operation.  In the following section, original budget, flexed budget and variance analyses has been made on the performance of the Amana Ltd in the current environment.
	Preparation of the Original budget

	Items
	Amount

	Units
	1,00,000

	Selling price
	25

	Sales Revenue
	 25,00,000.00 

	Variable Costs
	 

	Materials
	    2,50,000.00 

	Labours
	    4,00,000.00 

	Overheads
	    1,50,000.00 

	Total variable Costs
	    8,00,000.00 

	Contribution
	 17,00,000.00 

	Fixed Overheads
	 

	Warehouse rental
	2,00,000

	Insurance
	1,00,000

	Supervisor Salary
	50,000

	Total Fixed Costs
	3,50,000

	Net profit
	 13,50,000.00 


Table 1: Preparation of the Original Budget for Amana Ltd.
(Source: developed by author)
	Preparation of Flexed Budget

	Items
	Amount

	Units
	80,000

	Selling price
	20

	Sales Revenue
	 16,00,000.00 

	Variable Costs
	 

	Materials
	2,80,000

	Labours
	4,40,000

	Overheads
	1,20,000

	Total variable Costs
	8,40,000

	Contribution
	    7,60,000.00 

	Fixed Overheads
	 

	Warehouse rental
	1,70,000

	Insurance
	1,00,000

	Supervisor Salary
	35,000

	Total Fixed Costs
	3,05,000

	Net profit
	    4,55,000.00 


Table 2: Preparation of the Flexed Budget for Amana Ltd.
(Source: developed by author)
	Preparation of the Variance Analyses Report

	Items
	Budgeted
	Actual
	Variance

	Units
	1,00,000
	80,000
	20,000

	Selling price
	25
	20
	5

	Sales Revenue
	       25,00,000.00 
	 16,00,000.00 
	         -9,00,000.00 

	Variable Costs
	 
	 
	 

	Materials
	         2,50,000.00 
	    2,80,000.00 
	             -30,000.00 

	Labours
	         4,00,000.00 
	    4,40,000.00 
	             -40,000.00 

	Overheads
	         1,50,000.00 
	    1,20,000.00 
	              30,000.00 

	Total variable Costs
	         8,00,000.00 
	    8,40,000.00 
	             -40,000.00 

	Contribution
	       17,00,000.00 
	    7,60,000.00 
	           9,40,000.00 

	Fixed Overheads
	 
	 
	 

	Warehouse rental
	         2,00,000.00 
	1,70,000
	              30,000.00 

	Insurance
	         1,00,000.00 
	1,00,000
	                              -   

	Supervisor Salary
	             50,000.00 
	35,000
	              15,000.00 

	Total Fixed Costs
	         3,50,000.00 
	3,05,000
	              45,000.00 

	Net profit
	       13,50,000.00 
	    4,55,000.00 
	           -8,95,000.00 


Table 3: Preparation of the Variance Analyses for Amana Ltd.
(Source: developed by author)
[bookmark: _Toc108709380](b) Performance Evaluation
From the evaluation of the above budgetary control report, it can be identified that selling numbers of units is lower for the company in the current environment. it is seen that the budgeted selling unit was 1,00,000 whereas the Amana Ltd has sold 80,000 units of products in the market. This data indicates that the company is unable to achieve the projected sales unit in the business operation which in not acceptable for the management in the business. Following the assessment of the variable costs in the business process, it is seen that budgeted variable cost for the business was 8,00,000 whereas the actual variable costs for the business is 8,40,000 in the business operation. Following the variance analyses, it is identified that there has a negative variance for the total variable cost in the business operation. Negative variance indicates that the company is unable to achieve the projected cost allocation in the business operation. Here, overflow in the cost assessment can be seen in the business operation which increased the total variables costs from the budgeted variable costs in the business. 
On the other hand, assessment of the total fixed costs of the Amana Ltd indicates that the company has a favorable distribution of the costs in the business operation. Variance analyses shows that actual fixed costs of Amana ltd is lower than the budgeted fixed costs in the current environment. Following the assessment of the net profit in business operation, it is seen that current net profit of the business is not effective for the business as it is identified that the actual net profit of the business is lower than the budgeted net profit. Here, it is seen that actual net profit of the business is 455,000 compared to the budgeted net profit of 1,350,000. Here, it can be recognized that net profit variance in the business operation is 895,000 as per the control report. 
[bookmark: _Toc108709381](c) Recommendation on the area of Improvement
There is different area that the organization can be improved in the current environment. It is seen that the company is currently facing issues in the strategic management and cost operation of the business. In the following section, key improvement area for the business has been illustrated eventually –
Cost management:
Overflow of the cost is one of the important area that the organization needs to take under consideration for the development. Cost management is necessary for the future development of the cost flow and improve the profit margin in the business operation of the Amana Ltd. Implementation of the cost management operation in the business process will be effective for the business to improve the potential growth performance of the firm effectively (Hansen et al. 2021). It will help the business to reduce the variable costs of the business effectively. 
Marketing Development:
In order to improve the operational performance of the business more effectively, it is necessary for the business to improve the marketing strategy in the business operation. In order to increase the revenue of the business operation more effectively, the company should increase its investment in the marketing department (Bizhanova et al. 2019). This process allows the firm to expands its customers based and enhanced the business growth opportunities effectively. Marketing development is necessary for the operational development in the business process and increase the sales revenue effectively. 
[bookmark: _Toc108706399][bookmark: _Toc108709382]Part B
The case study of Mr. Amana is showing that he has been thinking of selling his product online and closing their business operation in Brighton, Birmingham, and Manchester City. He has been thinking of moving its business 50% online. Now he has two options. His first option is to commence its business operation online by creating its own websites or selling its products through Amazon. This part of this paper will choose the best option for him by evaluating the cost required with those options.
1st option
The total cost of building their online shop
Cost of setting up the delivery network = £ 1,50,000
Add: Cost of upgrade the website = £ 50,000
Add: salary of IT programmer = £ 35000
The total cost required for building a new online shop will be = £ 2,35,000
According to the case study, Mr. Amana will be able to sell 1,00,000 units annually. 
Selling price per unit = £ 20 per unit
Amount collected from sales = £ (1,00,000 x 20) = £ 20, 00, 000
Net profit = £ (20,00,000 - 2,35,000) = £ 17,65,000
 On the other hand, Mr. Amana has also been thinking about selling his product directly on Amazon. If he chooses the second option for selling his product then the total cost required for selling the product on Amazon is,
Fulfillment fees =   £ 50,000. 
There is no extra cost required for Mr. Amana to start its business operation through Amazon. On the other hand, Mr. Amana will be able to sell 65,000 units of products through Amazon. 
Sales per unit = £ (65,000 x 20) = £ 13,00,000.
Net profit = (13,00,000 - 50,000) = £ 12,50,000
If Mr. Amana chooses the first option for his business operation, then he has to spend a lot for setting up an online shop and for updating purposes. On the other hand, if he chooses the second option his cost of operation or business expense will be very low. The analysis of cost related to the two options is clearly showing that the second option is more suitable for Mr. Amana to choose but there are several other aspects also where the focus needs to be given to choosing the appropriate option.
If Mr. Amana chooses the first option, then he will be able to sell 1,00,000 units of product annually. While, if he chooses the second option then he will be able to sell only 65,000 units of product.  Hence, the first option will give him a huge opportunity to sell his product more than that of the first option.  Hence, this option is more profitable for Mr. Amana. The first option will also be very beneficial for Mr. Amana as he will have the power to control the price and return policy. In the context of appropriate business operation, proper control of the pricing is very important. By controlling the price, a company can increase its business operation as it helps the company to attract more consumers (Rikhardsson and Yigitbasioglu 2018). As Mr. Amana will be able to control the price and return policy by choosing the first option therefore the first option will be more effective for him in terms of control over the business. Mr. Amana will also be able to earn more net profit if he chooses the first option. Hence, the first option will be profitable for Mr. Amana.
Recommendation of one option
Discussion and analysis of both options reveal that there are some benefits and shortcomings related to these two options. After analyzing the benefits and limitations of both options it can be stated that the first option will be the most effective option for Mr. Amana. In the first option, Mr. Amana will be able to gain a huge net profit (Alabdullah, 2019). Such a thing will help him to increase their business operation a lot. Besides earning a huge amount of net profit from the business operation Mr. Amana will be able to control his business operation in an appropriate way and such a thing will be very beneficial for him to increase his business operation. The development of his own website will help Mr. Amana to increase the popularity of his business and the goodwill of the business (Alvarez et al., 2021). An increase in the goodwill of his product and business will help Mr. Amana to increase his business operation in an appropriate way and he will be able to get huge benefits from his business operation.
The development of his own website will also help Mr. Amana to choose an appropriate marketing strategy for them. As Mr. Amana has been thinking of starting his business on online platforms therefore it is very important for him to make an appropriate strategy for marketing his service and product. In the first option, the opportunity for marketing is more than that of the second option (Ndemewah et al., 2021). In the second option, the scope of marketing his own product is very little. On the other hand, in the second option, there will be various alternatives available from which a consumer can choose the appropriate option. Hence, the competition in the second option is higher than in the first option.  Mr. Amana will be able to give various offers and discounts to consumers for increasing the sales of his product in the first option. While he will not be able to give such a facility to his consumer in the second option. That is why the first option will be more beneficial for Mr. Amana (falih et al., 2021). Therefore, the analysis of the whole topic reveals that the first option will be the most effective strategy for Mr. Amana to operate its business properly and it will be the most profitable option for Mr. Amana.
[bookmark: _Toc108706400][bookmark: _Toc108709383]Conclusion
After discussing the whole paper, it can be stated that the calculation of the budget is showing that the value of variation in budgeting is more than the original that is why the project is not acceptable. On the other hand, the discussion of this paper also reveals the best option for Mr. Amana to choose from two different alternatives. Such a thing will be very helpful for Mr. Amana to operate his business properly and get a huge opportunity to increase his business operation. Hence, this option will be the most effective option for Mr. Amana.
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