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[bookmark: _Toc102170120]Introduction 
The following business report is based on gaining a substantial understanding and knowledge of the impacts of management accounting on business operations. This report has enabled in preparation of control reports that illustrate the original, flexed and actual budgets. In this study, other financial techniques will be also used the illustration of the key variance. With the analysis, using various techniques will help in the preparation of relevant costing that will provide leverage in taking key decisions for the business. The evaluation will determine the abilities for decision making under risky situations. With the use of control reports, the management of the company will be able to prepare budgets and forecasts for business operations. For any business, it is important to focus on these key areas controlling for improving the existing business position. Business leaders use these reports in today’s business environment to make effective decisions and make changes in the business process for positive outcomes. 
[bookmark: _Toc102170121]Part A: Cost control and budgeting analysis 
[bookmark: _Toc102170122]i) The preparation of a monthly control report that shows budget, flexed budget and variances
	Particulars 
	Original budget (£)
	Actual (£)
	Behaviour 
	Flexed Budget 
	Variance
	Adverse or Favourable 
	Variance
	Reason 

	Units
	100,000
	80,000
	 
	 
	 
	Adverse 
	 
	Fall in sales number due to the Pandemic 

	Selling price
	25
	20
	Variable 
	20
	0
	 
	0 %
	 

	Total sales 
	£ 2500000
	£ 1600000
	 
	£ 2000000
	£ 400000
	Adverse 
	20 %
	Price

	Variable costs:
	 
	 
	 
	 
	 
	 
	 
	 

	Materials
	£ 250000
	280,000
	Variable 
	200000
	£ 80000
	Adverse 
	40 %
	Poor cost management 

	Labour
	£ 400000
	440,000
	Variable 
	320000
	£ 120000
	Adverse 
	38 %
	Poor cost management 

	Overhead
	£ 150000
	120,000
	Variable 
	120000
	£ 0
	Favourable 
	0 % 
	Effective cost control 

	Contribution
	£ 1700000
	760,000
	 
	1360000
	£ 600000
	 
	44 %
	 

	Fixed overheads:
	 
	 
	 
	 
	 
	 
	 
	 

	Warehouse rental
	£ 200,000
	170,000
	Fixed 
	160000
	£ 10000
	Adverse 
	6 %
	Increase in rent 

	Insurance
	£ 100,000
	100,000
	Fixed 
	80000
	£ 20000
	Adverse 
	25 %
	increase in Insurance 

	Fulltime warehouse supervisor salary
	£ 50,000
	35,000
	Fixed 
	40000
	£ 5000
	Favourable 
	13 %
	Employing of less salaried supervisor 

	Operating Profit
	£ 1,350,000
	455,000
	 
	1,080,000
	£ 625000
	Adverse 
	58 %
	Fall in sales revenue 

	Operating Profit percentage margin %
	54%
	28%
	 
	54%
	26%
	 
	47 %
	 


Table 1: Calculation of flexed budget and variance of Amana ltd for FY 2020
(Source: Prepared by the researcher)
[bookmark: _Toc102170123]ii) Evaluation of Amana’s financial performance in the Financial Year 2020
As per the Table 1 prepared in the point (i) of this study, it is a thorough analysis of cost control that the company can use for improving their business as well financial performance in the coming years. The main objective of preparing any cost control report is mainly to understand the various cost associated with the business operation and changes that will take place considering the budgeted reports (Cooray	et al. 2018). In any business process, the budgetary allocation and cost control goes side by side. The budgetary policy are prepared for evaluating the various cost allocation involved in the business that includes variable and fixed cost, whereas, the cost control process is for controlling the various costs of the business in order to maximize profit of the company (Pandya and Thakkar, 2016). With the use of proper monitoring and controlling of all the cost will allow the management to implement their strategies in much effective ways. Some of the financial objectives the company can achieve through this cost control report is on minimizing cost and bring improvement in their revenues. From the Table 1, it can very well understand that Amana has failed to achieve its financial objectives this is due to the actual results being different as per the budgeted estimation (Omotayo et al. 2020). 
In the Table 1, the flexed budget is also evaluated of the respective company. The use of flexed budget helps in evaluating the changes that are been taken place of the various financial information of the business that includes revenues and profits been earned actually (Milošev, 2015). In this budgeting technique, the financial information that is considered is mostly some of the portion of revenues and other expenses of the business without considering the fixed numbers (Siziba and Hall, 2021). The reason for this consideration is that, it provides management with better scope in the comparison process that is mainly between the actual and budgeted returns. After taking consideration of the Amana’s total revenue earnings, it can be determined that actual revenue has been £ 160,000, whereas, the budgeted revenue was calculated at £ 2000,000. From this, it can be established that variance in the changes between the actual and budgeted values in the sales revenue has been of £ 40,000. This has happened due to the company’s effort on reduction of the price per unit from £ 25 to £ 20. For Amana, the main motive behind reduction in price per unit was to improve the sales figure of the company. This strategy of Amana failed due to falling in the demand for their product due to continuous lockdown and having less presence over the online platforms for reaching more consumers. The company has fair record before the lockdowns, with government imposing lockdown, Amana needed to close their stores for which sales dipped drastically (Rossi, 2015). 
[image: ]
Graph 1: Variable expenses of Amana
(Source: Prepared by the researcher)
Amana also faced other issues that resulted in poor financial performance. Company’s poor management of its variable expenses has increased the company’s overall expenditure that has resulted in lower profitability. The evaluation of the above graph provides clear indication of the increasing variable expenses like the labour and overhead expenses. With poor controlling and monitoring of this resulted in increasing financial burden to Amana. It clearly depicts that Amana did not implement effective cost controlling policy. One of the primary reasons for failing in controlling cost has been due to the lowering in sales revenue. Though, the company’s revenue earnings decreased significantly still the expenses of some the overheads kept on increasing. Another reason for low control of cost was increasing raw materials prices; the company needs to look for better alternative that provides raw materials at affordable rates (Feng et al. 2015). 
It is often found out that sudden changes in the business environment or operating costs can impact the budgeted cost and lead to budget variance. In case of Amana, labour expenses can increased significantly with variance estimating at £ 1,200,000. The reason for increasing labor costs has been less productivity and increasing idle time of the labor. With falling in demand, the productivity of the company decreased. Company that experiences more idle time of the labor often results in lower productivity and increasing costs. In simple terms, idle time mainly refers to the period where the employees of the company are not been productive while the company still paying for it. It is essential for the companies to control and monitor employees, however, company has been able to control its overhead expenses throughout the year (Glassman et al. 2015). 
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Graph 2: Fixed expenses of Amana
(Source: Prepared by the researcher)
From the above graphical representation, the fixed expenses of Amana can be determined. The company has also been poor in managing its fixed expenses that rose at certain time of accounting years resulting increasing financial strain of Amana. It can be evaluated that Warehouse rental has increased drastically by 6 per cent that is £ 10,000 variance. Similarly, Insurance has increased by £ 20,000 variance, which is 25 per cent. The only effort Amana put was on reducing the supervisory salary by £ 5,000 variance that is 13 per cent. However, operating profit of Amana has been low from the budgeted forecast. Amana has not been able to achieve its financial objectives and for that, company needs immediate changes in its business operation that focuses on cost control and improving operations through proper allocation of resources. For Amana it is essential to prepare a business plan after proper evaluation of the cost and probable earnings, with that proper monitoring and control policy need to be followed to get positive business outcomes (van Dongen et al. 2016). 
Business operating as per the budgeted policy helps the business to control their expenses and achieve the financial objectives easily. The advantage of following the budgetary policy is that it helps the management to set targets and minimize the errors. For Amana, the pandemic also has drastic impacts on its earnings, as the situation was uncertain for the business and Amana does not have alternative plans so the company has to bear the losses. In case company had online presence, the losses could have been minimizing (Carrara et al. 2016). 
[bookmark: _Toc102170124]iii) Areas of improvement for Amana 
In today’s fast-paced business environment, Amana needs urgently to work on its online presence. The company has been only involved in offline selling, during the pandemic with all their stores closed resulted in decreasing sales. Improving its presence in the online platforms will also enable the company to increase its reach to more customers. Moreover, the company being a tourist company needs to have their online platform to shows their services availability and past consumer experiences (Calder et al. 2016). 
Another area the company needs to work upon is improving their role in controlling the cost of the company. Better cost control policy will provide leverage to the business it achieving their financial objectives. Amana’s management should regularly monitor business operation and make changes where needed to minimize losses. 
[bookmark: _Toc102170125]Part B: Amana Ltd decision on going online 
Tourism industry has been one of the major hit industry during the pandemic, however, with reopening of the economy, travel companies has worked on implementing new business strategies to recover from the losses. The reports of Business Wire of 2022 indicated that global online market has increased significantly in 2021 and amounted to about 800 Billion dollars. Moreover, this industry is expected to grow and resulting to valuation of 1,500 Billion dollars by 2027 (Statista, 2021). One of the main for increased global market valuation has been results of company improving their presence beyond their offline platforms. In order to improving the sales figures, companies are introducing new technologies for reaching potential customers. The small and medium firms have hugely utilized benefits of online platforms. With increasing use of mobile phones and usage of various applications has increased opportunity for business to attract potential consumers with target marketing (Tran, 2021). 
Business also takes help of third party websites to sell their products. Amana has been a successful company and, having good brand image in the last 40 years it is important for such tourism company to have their own online platform. Creation of the online platform will allow Amana to attract more customers, they can displays and provide information about their services to the consumers more clearly. With that, they can also provide information on the charges, conditions and consumer feedbacks to build the trust of potential customers through online platform. This will also provide convenience to the consumers easily to book their tours through online without travelling to the stores. The main consideration that Amana should decide upon is to which strategic decision they should take while establishing their online presence in the market (Mou et al. 2018). 
From the evaluation of the two options, that Amana can choose upon that is mainly regarding opening of their own website or partner with Amazon for selling their product. As per my opinion, it will be beneficial for Amana to work on establishing own website rather collaborating with Amazon. However, establishing own website will require significant investment form the company (Nandy, 2019). As per the estimation provided, the initial investment the company needs to bear is about £ 150,000, along with this investment, other expenses also needed to be considered that will include upgrading the website regularly, handling of large volume of sales, hiring of skilled IT programmer. All these expenses are to be addressed in order to construct a strong online business strategy. Though, the charges involved in this project are high but this option will provide Amana to generate higher sales. In this project, if Amana decides on selling their product and services at £ 25 as per the budgeted forecast of 2020 which was provided in the Part A of the this study, the company will be able to generate sales revenue of about £ 250,000. In this project, the overall cost that will be incurred will be estimated at (£ 150,000 + £ 50,000 + £ 35,000) = £ 235,000. So, after consideration of all the expenses and the sales revenue, the company will be able to earn income of £ 15,000.
It can be evaluated that the profit percentage is not that high or will be in the initial stages but it is expected to increase in the coming years. As per business needs in current business environment, majority of the business leader are opting more for presenting their business in the online platforms. With the online presence, Amana will be present in the online platform 24 / 7 that will provide the business to reach more and more consumers. With online website, consumers will be easily access the company’s information and know what type of services Amana is giving and what ranges. The company earlier has only offline presence, though it had 40 years of successful business, bringing changes in the business strategy due to uncertainty in the current business environment will allow them to recover from the losses incurred during the pandemic period (Sharma et al. 2020). 
This will also allow the company to increase their consumer base and work towards improving its sales revenues and profit maximization. Furthermore, this online platform will also work toward improving consumer relations. With regular solving of consumer queries and addressing, the feedback will improve the relationship with the past consumers. The results of this will be repeated sales and improving the brand image of the company. The selection of the Amazon option is lucrative for the company but it will not provide Amana with long-term benefits. The company will be able to earn significant profit from Amazon’s option, but it will not be that much beneficial as it will not work towards improving the brand image of the company and the company needs to depend on third-party involvement (Iglesias et al. 2019).   
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Conclusion 
The above discussion provides a detailed illustration of the financial performance of Amana Ltd and discusses the probable option the company should work upon. As per the financial performance of the company that was discussed in the first part of the study, it is determined that the company needs to work on key areas of the business to improve its financial position. In the second part of the study where the Amana has been instructed to choose the best option, the creation of their own website is more beneficial for the company in order to build a sustainable business. 
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