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a) [bookmark: _Toc113532732]Monthly budget control report 
Table 1: Monthly control report
	Particular
	Original (£)
	Variable Cost Per Unit
	Flexible (£)

	Production
	100000
	 
	80000

	 
	 
	 
	 

	Variable Costs:
	 
	 
	 

	Material
	250000
	2.5
	200000

	Labour
	400000
	4
	320000

	Overhead
	150000
	1.5
	120000

	Total Variable Cost (A)
	800000
	 
	640000

	 
	 
	 
	 

	Fixed Overheads:
	 
	 
	 

	Warehouse rental
	200000
	 
	200000

	Insurance
	100000
	 
	100000

	Salary
	50000
	 
	50000

	Total Fixed Cost (B)
	350000
	 
	350000

	 
	 
	 
	 

	Total overhead (A+B)
	1150000
	 
	990000



Table 2: Monthly budget control report 
	Particular
	Variable Cost Per Unit
	Flexible (£)
	Actual (£)
	Variance

	Production
	 
	80000
	80000
	 

	 
	 
	 
	 
	 

	Variable Costs:
	 
	 
	 
	 

	Material
	2.5
	200000
	280000
	-80000

	Labour
	4
	320000
	440000
	-120000

	Overhead
	1.5
	120000
	120000
	0

	Total Variable Cost (A)
	 
	640000
	840000
	-200000

	 
	 
	 
	 
	 

	Fixed Overheads:
	 
	 
	 
	 

	Warehouse rental
	 
	200000
	170000
	30000

	Insurance
	 
	100000
	100000
	0

	Salary
	 
	50000
	35000
	15000

	Total Fixed Cost (B)
	 
	350000
	305000
	45000

	 
	 
	 
	 
	 

	Total overhead (A+B)
	 
	990000
	1145000
	-155000



The above report shows that the actual variable cost increases to what was predicted (Budget, 2021, p.1). In variable cost material increases by 800000, labour costs rise by 120000 and there is no effect on the overhead of Amana Ltd. On the other hand, fixed income improves that is warehouse rental decreases by 30000, salary also diminishes by 15000 and insurance has no effect. The total variable cost increases by 200000 and the total fixed cost decreases by 45000 thereby the total overhead of Amana Ltd increases by 155000. The term "Original Budget" refers to the consolidated budgets of the Guarantors and the Borrowers that include profit and loss statements, balance sheets, and cash flow statements, as well as stated assumptions, for the first twenty-four months from the date of this Agreement (Guimaraes, 2022, p.50). 
A flexible budget can be modified depending on the degree of activity or volume inside an organisation. A flexible budget "bends" with the changing expenses of running a firm, as opposed to a static budget, which remains unchanged from its original form. To account for fluctuations in the company's financial requirements, this budgeting method often uses variable rates per unit rather than a set sum (Amirul and Mail, 2020, p.7). Accounting inconsistencies are what budget variance investigates. As a rule, the phrase is used negatively. It happens, for instance, when a business overestimates its costs or underestimates its income, either for a specific project or for the quarter or year as a whole.
b) [bookmark: _Toc113532733]Performance report
Table 3: Performance report
	Particular
	Original (£)
	Price
	Actual (£)
	Price
	Variance
	Favourable/Unfavourable

	Production (Units)
	100000
	 
	80000
	 
	-20000
	Unfavourable

	Sales Revenue 
	2500000
	25
	1600000
	20
	-900000
	Unfavourable

	Variable Costs:
	 
	 
	 
	 
	 
	 

	Material
	250000
	2.5
	280000
	 
	30000
	Unfavourable

	Labour
	400000
	4
	440000
	 
	40000
	Unfavourable

	Overhead
	150000
	1.5
	120000
	 
	-30000
	Favourable

	Total Variable Cost A
	800000
	 
	840000
	 
	40000
	Unfavourable

	Contribution B
	1700000
	 
	760000
	 
	-940000
	Unfavourable

	 
	 
	 
	 
	 
	 
	 

	Fixed Overheads:
	 
	 
	 
	 
	 
	 

	Warehouse rental
	200000
	 
	170000
	 
	-30000
	Favourable

	Insurance
	100000
	 
	100000
	 
	0
	 No effect

	Salary
	50000
	 
	35000
	 
	-15000
	Favourable

	Total Fixed Cost C
	350000
	 
	305000
	 
	-45000
	Favourable

	Operating Income B-C
	1350000
	 
	455000
	 
	-895000
	Unfavourable



Managers may use a budget performance report to see how sales volume-based projections compare to actual sales and expenses. In other words, it's a document detailing the deviation between planned vs actual firm performance. After an accounting or budgeting period has ended, management compiles this report to assess whether or not there were any significant discrepancies between the initial estimates and the final tally. Management may utilise this to determine which areas are succeeding in terms of fulfilling their budgetary targets, and which parts, if any, need to be reworked (Network, 2021 p.36). The following table shows the actual performance against the predicted by Amana Ltd from the original and actual. The event suggested that the actual production of Amana Ltd decreases by 20000 units and the actual revenue also decreases as the selling price reduced with the selling units. The specific event related to the outcome is predicted and described that the production unit is unfavourable for Amana Ltd as the selling units decrease. 
The revenue of the company also decreases as the selling price decreases and the selling quantity diminishes this particular event is also unfavourable to Amana Ltd as the revenue decreases. In variable costs also the actual material costs of Amana Ltd are increased by 30000 which is also a very unfavourable event for any enterprise. Labour cost also increases in the actual figure by 40000 which is also unfavourable as the cost of Amana Ltd increases. Favourable event on the overhead cost of Amana Ltd. The total variable cost of Amana Ltd is also increased by 40000 is also an unfavourable event for Amana Ltd as the actual variable cost increases. The fixed costs of Amana Ltd are measured in the report. The actual rental income of the warehouse for Amana Ltd is reduced by 30000 this is a favourable event as the rent decreases (Bui, Le and Nguyen, 2020, p.60). The insurance also does not affect Amana Ltd not rising and reducing. The salary cost of Amana Ltd is also reduced in the actual cost by 15000 this is also a favourable event for Amana Ltd. The total fixed cost of Amana Ltd is reduced by 45000 which is a favourable event for Amana Ltd. The report suggested that the variable cost of Amana Ltd rises and fixed cost decreases for the entity. The operating income of Amana Ltd is also reduced by 895000 which is reduced significantly and by a huge amount. 



[bookmark: _Toc113532734]C) Recommendation
Management may make better decisions by reviewing budget performance reports, which compare actual sales volume-based income and expenses for a given time to their respective projected counterparts. Simply said, it's a document detailing the deviation between actual and anticipated results for a certain period. At the end of each accounting/budgeting period, management compiles this report to assess whether or not the actual results deviated significantly from the initial estimates. This is a vital resource since it enables top management to assess which parts of the company are succeeding in terms of budgetary allocation, and which parts still require work. Budgets are a popular method of managing a company's finances, and performance reports usually include an evaluation of one or a few processes in the smaller, medium as well as large businesses. Budgets for a company's finances are often produced by accountants and financiers. In certain cases, the company owner or entrepreneur will need to take on this responsibility themselves. Most budgets contain specific pound amounts for allowable expenditures on each business function. When it comes to managing a company's finances, a performance report is often a discrete component. Commonly, these papers include the causes, effects, and other relevant details of budgetary discrepancies (Bui, Le and Nguyen, 2020, p.60).
There are various aspects of areas in which Amana Ltd need to improve for reducing costs. The variable cost of Amana Ltd increases thereby it must be looking for a possible way to reduce its cost. The cost of the material and labour increases significantly in the following year. The entity must ensure the best-selling price for its products as the revenue of Amana Ltd decreases after it reduces the selling price. If the revenue increases the overall income of the business also rises which is very essential for the entity to improve its income. The goal of any entity is that it operates with fewer costs and generates huge revenue to remain profitable. The marketing techniques need to improve for selling the target units decided by the entity. The warehouse rental cost of Amana ltd was reduced which is favourable for the organisation and the management must ensure that they manage this cost-effective to operate with less fixed income. The actual salary cost given to the employee of Amana ltd is also decreases compared to the original. The entity manages its resources effectively (Blay, 2020, p.33). 
Automation can be used by the company to reduce the dependency on labour which helps to reduce the labour variable cost of Amana Ltd. The material cost needs to be met effectively so and use optimally there by the efficient use of the resource reduces the overall cost. Amana Ltd must ensure that they work efficiently and uses their resource optimally to better and effectively use the company resources. The fixed cost of Amana ltd was reduced compared to the original. Overall Amana ltd must need to ensure that they do not operate with high costs to achieve the overall target of profit-making (Tomic, 2018, p.828). 
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	Determination of relevant and irrelevant costs for Amana ltd to operate an online platform

	Expenses
	Amount (£)
	Relevant
	Reason

	The expense of the delivery network system
	150000
	Yes
	This is an avoidable cost as the company operates with an online platform and has a high expense.

	The expense of developing a current portal to meet the increased volume of revenue
	50000
	Yes
	It's a differential cost and avoidable cost as the entity needs to expense for upgrading their website 

	Remuneration of IT programmer full time
	35000
	Yes
	Avoidable costs such as the salary needed to pay to the employee for handling the online site and timely solving errors if any occur.

	Amazon fulfilment expense
	50000
	Yes
	All costs with operating with amazon are only limited to this amount. 



Amana Ltd has various positive sides for retailing on online platforms through which it can cover a wider range of markets and customers. The company overheads are reduced when the company operates online the better reach to the customer from their home and they can see wide products image so can purchase at any time they want to shop. It can be very helpful in providing the growth potential for Amana ltd. If the company is set up on a known platform such as Amazon helps them to attract customers as Amazon is the biggest platform which has a huge number of customers that buy regularly therefore a high amount of traffic on the platform. There is no need to pay warehouse costs for the organisation as it already operated with stores also (Bargavi, et.al., 2022 p.2). 
There are several negative impacts on the organisation when they looking to operate through online sites that as the cost of managing and creating the portals for selling the product as well as the cost of securing the site. Security is very important for saving customers as well as themselves from fraud as online fraud is increasing day by day. The expenses related to the salary of the technician as the error and bugs arise with the site and portal and need to deploy particular employees to handle online complaints and support of the customers. The organisation faces difficulty to meet customer trust as usually the consumers not much trust these platforms as the criminal activity is rising and frauds as well (Javed and Wu, 2020, p.448). 
There are many competitive benefits to Amana ltd operating with Amazon. The business regularly founds success by operating with Amazon. Access to the best delivery system in the world has a wider reach for customers of different geographical locations. The supply chain of Amazon is very vast and able to provide better services to the customer on time. It is an easy and simple way for Amana ltd to operate with a system which has a wider reach. There is no need to recruit or handles various associated cost related to the delivery, recruiting employee and technical requirement etc. Amazon easily manages all the tasks by itself and no further need to engage with another system. Despite the advantage, there is various disadvantage for the business as operating with amazon there are other sellers also who operate with them so competition is high. The return of the products is also very high and needs to manage appropriately. Both the delivery portal has their benefits and limitation compared with the cost. The decision must be taken to the appropriate system with the entity’s portal or Amazon (Johansson, 2021, p.6). 
Table 4: Decision for selling through the company website
	Relevant cost of option 1
	(£)

	The expense of the delivery network system
	150000

	The expense of developing a current portal to meet the increased volume of revenue
	50000

	Remuneration of IT programmer full time
	35000

	Total relevant cost
	235000

	Sales unit
	100000

	Cost per unit
	2.35


	
Table 5: Selling through Amazon
	Relevant cost of option 2
	 

	Amazon fulfilment expense
	50000

	Total relevant cost
	50000

	Sales unit
	65000

	Cost per unit
	0.77


The above tables 4 and 5 suggested that Amana ltd cost of selling through making their website portal as well as with Amazon. To operate with the company portal Amana ltd has a variety of costs that must need to handled and the costs are also unavoidable. The company needs to build their network delivery process which requires the cost of 150000 which is very considerable and can affect the running of the organisation. The regular upgrades needed for the site increases the sales of the organisation more effectively and efficiently. The cost for regular upgrading of the portal is 50000 which is also a relevant and avoidable cost for Amana ltd. The particular technician and full-time employee are required to manage any bugs and errors in the portal this is a very necessary cost for an entity to cover. The salary given to the employee to manage the portal optimally is 35000 which is also required for managing the site. The total cost for Amana ltd for operating its website will be 235000. This is very expensive for Amana ltd. 
The Amana ltd total price with operating through Amazon is 50000 which is fixed for the particular expenses that occurred shall be met by them. The total expenses to Amana Ltd operated with amazon are 50000 which is very less compared to the business operating through its portal. The expenses of the entity are limited and there is no requirement to recruit a technical employee for managing the operation. The security is also provided with Amazon which is also very helpful for the business operating online. The upgradation of the website and managing the bugs and errors handled by amazon only is also very essential for Amana ltd to handle all the necessary functions with the online site only. 
If the cost compared for a company operates through its portal which is 235000 and Amazon with 50000. The cost for Amana ltd is less if it is operated with the Amazon as cost per unit is only 0.77 and through its portal, it is 2.35 per unit. If the company hires an employee for handling the business such as delivery and return of the products the cost operates with Amazon is less for the company as there is a very wider gap in the cost with Amazon and Amana portal (Gracia, 2021, p.30).


[bookmark: _Toc113532737]Reference 
Amirul, S. and Mail, R. (2020) ‘Strategic Flexible Working Arrangement: The Realignment between Human Resource and Management Accounting’, SSRN. pp.1-14.  https://doi.org/10.18510/hssr.2020.84118
Bargavi, N., MONIR, M.M.S., Das, S. and Rizal, S. (2022) CONSUMER’S SHIFT TOWARDS E-COMMERCE AND M-COMMERCE: AN EMPIRICAL INVESTIGATION’,  Journal of Positive School Psychology, 6(2), pp.703-710. https://www.journalppw.com/index.php/jpsp/article/view/1561/837 
BLAY, E. (2020) ‘THE ROLE OF BUDGETING IN THE MANAGEMENT OF PUBLIC FUNDS IN TERTIARY INSTITUTIONS: A CASE STUDY OF THE UNIVERSITY OF ENERGY AND NATURAL RESOURCES’, SUNYANI. pp.1-107. https://originaljournals.com/get-publish-file/219-EMMANUEL%20BLAY%20-%20DONE-1627760456.pdf 
Budget, C.B.A.B.A. (2021) ‘BUDGET 2021-22-APPROVED 11 JANUARY 2021’, Sage, pp.1-11. https://www.grangeoversandstowncouncil.gov.uk/uploads/1/2/2/5/122588176/210111_grange_town_council_budget_2021-22_final_approved_january_2021.pdf
Bui, N.T., Le, O.T.T. and Nguyen, P.T.T. (2020) ‘Management accounting practices among vietnamese small and medium enterprises’, Asian Economic and Financial Review, 10(1), pp. 1-159.
Garcia, V. (2021) ‘Examining the Impact of Selling on Amazon on the Revenue growth of MSEs in the US’, International Journal of Contemporary Financial Issues, 1(1), pp.28-38. http://dx.doi.org/10.17613/75cc-7022
Guimarães, L.S.A. (2022) ‘Testing the performance of the risk budgeting asset allocation strategy in the Brazilian market context’,  Doctoral dissertation. pp.1-52. https://run.unl.pt/bitstream/10362/140496/1/2021-22_fall_44431_lucas-guimaraes.pdf
Javed, M.K. and Wu, M. (2020) ‘Effects of online retailer after delivery services on repurchase intention: An empirical analysis of customers’ past experience and future confidence with the retailer’, Journal of Retailing and Consumer Services, 54, pp.448-453. https://doi.org/10.31933/dijemss.v1i4.211
Johansson, J. (2021) ‘Launching a Product to Amazon Marketplace: Selling at Amazon. Com’. pp.1-49 https://www.theseus.fi/handle/10024/359856
Network, T.E. (2021) ‘Report On Education Budget Analysis in Tanzania’. pp. 1-52. http://178.79.131.236/bitstream/handle/hesa/40/Education%20Budget%20Analysis%20%20Report-Tanzania.pdf?sequence=1&isAllowed=y
Tomic, I., Tesic, Z., Kuzmanovic, B. and Tomic, M. (2018) ‘An empirical study of employee loyalty, service quality, cost reduction and company performance’, Economic research-Ekonomska istraživanja, 31(1), pp.827-846.
2

image1.png
2N Prifysgol Cymru
o Jr

" University of Wales




