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[bookmark: _Toc69777017]INTRODUCTION 
Management accounting is the complex networks of theories and methods that would be helpful in better managerial decisions so that the efficiency of the business organisations can be improved (Turner et al., 2017). This report contains two parts that is part A and B. part A includes three parts that are the making of the control report that would include the making of flexed budget and the original budgeted cost that would be compared with that of original costs. This will be helpful in analysing the cost that has been occurred given the lower level of sales. 
Part B of the report would be focused on the increasing emphasis of the business to promote online sales so that the business can work better even in this kind of situations. Therefore, in this report two options related to process of making sales online would be discussed so that a better understanding can be developed.
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[bookmark: _Toc69777019]BUDGET 
Budget is the mathematical representation of expenses that has to be incurred by the organisation. Or in other words the budget is the estimation of revenue and expenses that has to be incurred over a specified period of time. Budget is important as to gives estimation about the expenses that will be incurred by the business organisation and it will help in better management of the monetary resources as the expenses can be managed effectively. Flexed budget is the types of budget that has been adjusted as per the number of units that has been sold by the company (Proctor, 2012). 
A monthly control chart is the reconciliation statement that would be helpful in better management of the costs that are to be incurred in the business organisation. This monthly control chart would be helpful in better vision over the actual cost of the business and the deviation that is there between the actual and the budgeted cost of the business (Proctor, 2012).
	Particular
	Actual (£)
	Budgeted (£)
	Flexed budget 
	Variances

	INCOME 

	Units (in numbers)
	80,000
	100,000
	80,000
	(20,000)

	Selling price
	20
	25
	25
	(5)

	Revenue (price*quantity)
	16,00,000
	25,00,000
	20,00,000
	(4,00,000)

	COSTS

	VARIABLE COSTS

	Materials 
	280,000
	250,000
	200,000
	(80,000)

	Materials per unit
	3.5
	2.5
	2.5
	(1)

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

	Labour cost per unit 
	5.5
	4
	4
	(1.5)

	Overhead
	120,000
	150,000
	120,000
	0

	Overhead cost per unit
	1.5
	1.5
	1.5
	0

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

	Contribution per unit 
	9.5
	17
	17
	(7.5)

	FIXED COSTS

	Warehouse rental
	170,000
	200,000
	136,000
	(34,000)

	Warehouse rent per unit of production
	2.125
	2
	1.7
	(0.425)

	Insurance
	100,000
	100,000
	100,000
	0

	Fulltime warehouse supervisor salary
	35,000
	50,000
	40,000
	4,000

	Per unit 
	0.4375
	0.5
	0.5
	0.0625

	OPERATING PROFIT
	455,000
	1,350,000
	1,084,000
	(629,000)

	Operating profit per unit 
	5.69
	13.5
	13.55
	(7.86)
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	Particulars 
	Variance
	Nature of change 
	Explanation

	Units (in numbers)
	(20,000)
	Unfavourable
	The number of units that has been decided in the budget that has to be sold are 100,000 units but Amana’s business is able to sold only 80,000 units.

	Selling price
	(5)
	Unfavourable
	The change in the selling price of the units is unfavourable as in the budget it is decided that the selling price would be £25 per unit. This can be due to that outbreak of corona virus as the availability of goods can be made to the customers at reduced prices.

	Revenue (price*quantity)
	(4,00,000)
	Unfavourable 
	Due to decrease in the selling price of output the revenue per unit is also decreased. 

	COSTS
	
	
	

	VARIABLE COSTS
	
	
	

	Materials 
	(80,000)
	unfavourable
	The change in the prices of materials are unfavourable as it increases the prices of the materials from that of budgeted costs. This can be because of the wrong estimation of the cost that has been forecasted in the budget.

	Materials per unit
	(1)
	
	Per unit calculation of the material cost shows that it had increased up to £1 per unit. That raise the additional cost of material by £80,000. 

	Labour
	(120,000)
	
	The cost of labour has also been increased by £120,000. The budgeted cost of labour was estimated at £400,000. 

	Labour cost per unit 
	(1.5)
	
	Individual cost of the labour per unit is £1.5 more than budgeted cost.

	Overhead
	0
	
	There is no change in the actual cost and the budgeted cost of overheads.

	Overhead cost per unit
	0
	
	

	Contribution
	(600,000)
	
	Contribution is the difference between the sales and the variable cost of the business. Contribution has been shortened by £600,000. This is also per unit reduced by the £7.5; this is due to the fact that the profit is reduced by the outbreak of coronavirus.

	Contribution per unit 
	(7.5)
	
	

	FIXED COSTS
	

	Warehouse rental
	(34,000)
	Unfavourable
	The cost of rent that has to be paid for warehouse is increased by £34,000. This is because of the inventory that has been stayed with the business due to the reduced sales as the business needs to stock the inventory. This change can also be seen as the increase if £0.425 per unit. This is reducing the profit of this business.

	Warehouse rent per unit of production
	(0.425)
	
	

	Insurance
	0
	No change
	

	Fulltime warehouse supervisor salary
	4,000
	favourable
	The fulltime salary that has awarded to the warehouse supervisor is decreased and awarded lower than that was decided in the budgeted one. This change is favourable as the salary that was saved by the business can be used in some more productive resource. Per unit salary that has been saved by the business is £0.0625. 

	Per unit 
	0.0625
	
	

	OPERATING PROFIT
	(629,000)
	Unfavourable
	The operating profit of the business has been decreased significantly due to the restricted sales of the business in the wake of corona virus. The less operating profit would 

	Operating profit per unit 
	(7.86)
	
	Per unit operating profit of the business has been decreased by £7.86. This shows that the business has been adversely affected by the outbreak of coronavirus. 
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During the whole year Amana’s performance was distorted by the outbreak of coronavirus. The business was affected in such a way that actual operating profit would be reduced by a significant percentage that created a lot of complications in front of Amana as the business would face difficulties in managing its working capital. At the very first point the sales of the company have been gone down that restricts the revenue generation of the business (Gartenberg et al., 2019). 
It restricts the movement of inventory which encouraged the cost of handling it increased significantly then the budgeted cost. Therefore, the cost of rent for warehouse has been increased significantly that decreased the amount of operating profit. The contribution of the business that is calculated by subtracting the variable cost from the sales also reduced as the amount of variable cost is expensed more than that of decided in the budget. As per the budget the performance of the business is relatively low. The budget was decided before the outbreak of coronavirus that what the actual figures of the business is very different from that of decided. But with the reduction in the income the amount of expenses did not reduces despite increased at a very prominent rate. Thus, the reduced amount of operating profit that would be used in the working capital management and the operations of daily activities (Kostopoulos et al., 2011).
[bookmark: _Toc69777022]RECOMMENDATIONS FOR IMPROVING PERFORMANCE OF THE COMPANY 
The performance of the company can be improved by improving the sales of the company that has been reduced due to the corona outbreak. This has reduced the amount of profit that can be generated by the sales of the business. Due to the outbreak of coronavirus the business has been badly affected. The budget that has been decided resulted to be quite different from that of actual performance (Luo et al., 2015). Through the calculation of variance, it has been witnessed that the actual cost is much higher than that of estimated given that the lower level of sales that has been recorded by the company. It is therefore important to control the cost of the business and take necessary control measures so that cost can be taken down to the acceptable level that has been mentioned in the budget. The variable cost of the business has been increased significantly that reduced a lot of profit of the company (Luo et al., 2015). These costs can be reduced by measuring the level of expense that has been required by the company and at the same time using controlling techniques that would be helpful in better cost control and would also help in increasing effectiveness of the business as it would lead to the reduction in the wastage in the production facilities. Increase in the variable cost of the business is because of the changes in the level of production. 
The financial performance of the company can be better improved by the efficiency in the performance in next year. This may be possible by the making of sound policies as per the business environment.
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Due to the outbreak of the coronavirus it is very important to maintain social distancing all the times so that the spread of infection can be stopped. This is due to this fact the sales of the business are affected physically so much. Therefore, understanding the business environment, it is very important for eth business to go online so that. In this report the business of Mr Amana is affected by the coronavirus that the actual cost was much higher than that of budgeted. Therefore, it was decided that the Brighton, Birmingham city centre and the Manchester city branches would be closed permanently and therefore the focus of the business would be entirely on the increase in the percentage of online sales so that the business can work with better efficiency in their pandemic. The plan of Mr Amana to move 50% of the sales online is to be considered taking in the view of two options that are either by setting its own delivery network or by taking use of the services of amazon (Moschuris, 2015). The physical presence of business is not of that much significance in this time as the business which can reach the customers online can make the sales very easily as there would not be any need of physical presence of the business. The online sales can be done all that day at any preferred time, this is also helpful in better sales and revenue generation as the customers can order anytime and need not to go anywhere for making purchases (Nemat, 2011).
Among the two options one has to be chosen by the business based in the availability of the resources and also the need of the time. There are many factors that play a crucial role in the selection of consideration so that a balance can be created among the organisation. in the creation of business’s own network, a lot of capital would be required but at the same time the business would gain control over the delivery and pricing network that is not possible in closing sales with the help of amazon policy as it will affect the delivery and return policies of the business. But while at the same time amount of capital required to do online sales with the amazon would be much lesser than the previous option (Nemat, 2011). 
The first option of setting up of business’s own network attracts several costs that has to be incurred to lay down a network successfully. The cost will be calculated as follows
	Particulars
	Amount (£)

	Cost of setting up of delivery network
	150,000

	Website updating
	50,000

	IT engineer salary
	35,000

	Total cost that would be incurred is 
	235,000


The expenses of setting up of delivery network and the website handling Is a onetime expense that has to be incurred by the business so that the better customer experience can be developed so that the business can serve its customer best. The salary that has to be paid to the its engineer will be paid annually, this has to be paid every year. Based on the market research it is known that the sales of the business would be, if the sales price is taken as the same £20 per unit then it can be assumed that the revenue of the company is 2,000,000. This amount of revenue would be enough to cover the cost of the business so that the network can be better developed and at the same time it will be used to serve more customers at the same time.
The business also has second option to sell the products on amazon; the cost that will be incurred in this will be the fulfilment of Amazon. Due to high level of competition on amazon the guaranteed amount of sales that can be make is 60,000 units per year. This can be increased as per the demands of the customers. Due to the interference of the third part retailer there would be no control over the pricing and return policy. Business has to work according to the policies of the amazon and therefore there will be no control on the prices of the business.  Based on the above two options it can be easily seen as the business will be more profitable towards the selection of its own delivery network instead of getting dependent on amazon. This will be much more profitable and also Amana’s business will have the power to make decisions regarding the pricing and return policy (Ritala et al., 2014). 

[bookmark: _Toc69777024]CONCLUSION
This report is based in the case study in which Mr. Amana’s business faced hardships in the time of coronavirus outbreak that laid that major impact on the sales of the company. The business has been established form the last 40 years yet it faced hardships shows the dynamic nature of the business environment. 
This report is divided in two parts the first part included the making of the budget that would be helpful in calculating the variance between the actual performance and the budget. The second question of first part is the recommendations on how the performance of the business can be improved. Part B of the business is more focused on the selection between the two considerations that would be helpful in better setting up of online sales. 
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