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[bookmark: _Toc101715435]Introduction
In order to get accurate financial records, insight into predicted costs, and cost-cutting strategies, management accountants work hard. In the digital age, organisations are more dependent on real-time decision-making and forecasting to stay ahead of the competition. Control reports also called management tools may be used to convert long-term missions into short-term goals. When it comes to budget reports, the main objective is to draw attention to the differences between actual outcomes and those projected (Shim, et al., 2011).
 It is possible to discover sales or expenditure discrepancies that require additional investigation via the use of these tools. By examining differentiation, managers evaluate whether or not corrective action is required in the situation. Flexible budget reports will include information on disparities between actual and projected spending (Ward, 2012). In this report, the control report will provide a summary of its performance of Amana. Finally, the report will evaluate Mr Amana's choice of going to the online platform and provide recommendations as to whether they should create their own online platform or sell their products via Amazon.com, among other things.
[bookmark: _Toc101715436]Part A: 
i. [bookmark: _Toc101715437]The Monthly Control Report
It is possible to advance the goals of a business via the use of management accounting. This process entails acquiring financial data than analysing those data and finally interpreting & communicating to superiors. When compared to financial accounting, managerial accounting's major purpose is to help the company's internal customers in taking the best decisions (Ward, 2012). Control reports are handed out to all stakeholders each month. It is a kind of financial statement. They may be generated either internally by company stakeholders or externally by professionals. A company's financial and operational health is monitored on a month-to-month basis with the use of these reports. For the company's executives, these reports help them maintain track of the company's historical and present results. 
Using figures from the actual idea, gameplan and information from the authentic sources, management may discover difficulties and take proper methods to mitigate them. Budgetary management is required for the purposes of planning and organising. Besides, the package also contains a control mechanism. When it comes to budgeting, the goal is to separate the personal impact of individuals from their financial condition as much as possible. When real sales and costs fall short of projections, organisations often resort to flexible budgeting to compensate. Flexibility in budgeting refers to the ability to take into consideration a broad range of sales information. The corporation may make educated guesses about how the numbers will look at various sales levels if there is some wiggle space in the budget. In order for management to catch issues early and fix those issues before having any effect on the company, firms develop flexible budgets after every analysis meeting (Shim, et al., 2011).
Here, A = Actual budget, B = the flexed budget and c = the revenue and spending variance which was the variance between A & B (Actual budget – Flexed budget). The Monthly control report of Amana ltd is prepared below:
Monthly Control Report
	Items
	Original Budget (A)
	Flexed Budget
(B)
	 Variances

	Units (Calculation-1)
	80,000
	80,000
	

	Sales 
	£1600,000
	£2000,000
	£400,000

	Variable Expenses:
	
	
	

	Materials cost (Calculation-2)
	280,000
	200,000
	80,000

	Labour cost (Calculation-3)
	440,000
	320,000
	120,000

	Overhead cost (Calculation-4)
	120,000
	120,000
	0

	Contribution
	760,000
	1360,000
	600,000

	Fixed overheads:
	
	
	

	Warehouse rental
	170,000
	200,000
	30,000

	Insurance
	100,000
	100,000
	0

	Fulltime warehouse supervisor salary
	35,000
	50,000
	15,000

	Net Income
	£455,000
	£1010,000
	£555,000


Table 1: Monthly Control report (Self-made)
Calculations: 
1. Sales: 
[bookmark: _Hlk87447556]Actual sales (80,000 × 20) = £1600,000
Flexed sales (80000×25) = £2000,000
Variance (£2000,000 - £1600,000) = £400,000
2. Materials cost:
 Flexed budget (80000×2.50) = £200,000
Variance (£280,000 - £200,000) = £80,000
3. Labour cost:
Flexed budget (80000×4) = £320,000
Variance (£440,000 - £320,000) = £120,000
4. Overhead cost:
Flexed budget (80000×1.50) = £120,000
Variance (£120,000 - £120,000) = £0




1. 

ii. [bookmark: _Toc101715438]Performance Report of Amana Ltd.
Sometimes actual outcomes are often overlooked in favour of a more flexible budget for operational activity, it is very common to lose sight of their relevance. While preparing these kinds of comparative analyses it is often found that the amount of units sold and manufactured is equally resulting that they do not conclude any of their beginning or ending inventories. (Klychova, et al., 2014). Besides, the budget also includes the cost of manufacturing and the number of units sold. Here, the budget items that are subject to change at any moment throughout the fiscal year are shown. The following year's performance by Amana ltd was as follows:
According to the estimation, every single item will be priced at £25, which is in the margin with the industry standard. The product has a price tag of £20. This has an undesirable impact as a consequence of the disparity in values.
It was anticipated that a total of 100,000 units would be sold at a price of £25 each unit. As a direct consequence of this modification that the budget contained a projected production of 80,000 units at £20. Because of price and unit variances, there is now a discrepancy in the market. These units were sold at a lower price than the estimated price, resulting in a negative variation between the two estimates. The primary purpose was to consider both fixed expenses and variable expenses in the calculation of sales costs.  Modifications of these two variable costs determine the sum of flexed budget
It is calculated in the control report that the cost of generating 80,000 units will be £644,000. The total expenses of producing 80,000 units will be £800,000. Because of the current pandemic and government rules and regulations, the expenditures for products, employees, and other items are higher than projected. For this reason, fewer people are willing to participate in the market. Estimated production expenses for manufacturing 80,000 units are £350,000 according to the estimation. In all, £350,000 were the total expense to make 80,000 units at the current rate of production. The expenditures incurred in the business do not correspond to the anticipated amount. As a consequence, the firm stands to gain as a result of the adjustment.
Each of a company's several lines of business has an inverse relationship with the company's net income. To put it another way, the net income discrepancy is most likely the result of fewer revenues and greater variable expenses and fixed expenses. This results in an overall decrease.
iii. [bookmark: _Toc101715439]Recommendations 
It is difficult for Mr Amana to continue his business after the pandemic in 2020 and all the government regulations and restrictions. Despite this, there is still potential for betterment in the cost structure part of the organisation. As a manager of Amana ltd. here are some recommendations that I have developed based on the information presented in the previous section. 
· The prices of raw materials for the firm have increased. Because of the nature of their business, they need a diverse variety of goods and services as well as resources. In order to deal with price volatility and material shortages, businesses need to create long-term strategic relationships with the vendors that provide them with their commodities. This will make the firm’s supply chain line strong (Moes, et al. 2017). 
· Their company may reap significant benefits from expanding its operations to a worldwide scale over the internet. Individuals who are subjected to lockdowns are more likely to decorate their houses or acquire home furniture in order to brighten up their environment. Consequently, they will be forced to begin selling their items on the internet to grab more customers (Williams, 2021). 
· A possibility exists that the warehouse will be able to save money on rent as a result of the current condition. There is less of a need to stockpile as a result of the decreased sales. Increasingly, there is a possibility for businesses like Amana ltd. to reduce their spending on leased space in the near future.
· The overhead budget accounts for a part of the expenditures associated with management and sales. For that reason, they may save some cash on overhead expenses. Although there was a lockout, it is evident that the budget had to be adjusted to account for the higher than expected expenditures. They should come up with a cost-cutting solution if there is an epidemic.
· Supplier vetting may be performed by Amana ltd. to assess whether or not suppliers are capable of providing good quality things at a low price range. It will then be feasible to establish a long-term business connection with the potential suppliers on their list (Vărzaru, et al., 2021).

[bookmark: _Toc101715440]Part B
i. [bookmark: _Toc101715441]Cost-benefit Analysis:
Situation 1: Setting own online platform.
Establishing Amana ltd.’s own full-functioning online business platform comes with huge expenses because of the costs of creating its own delivery network and ensuring fast delivery. For ensuring fast delivery, the firm might need to set up business hubs in several places in the United Kingdom. Besides that, a full functioning website will cost a lot if they want to maintain its standing as a physical shop. Moreover, they will need a full-time website developer and programmer to keep the website running all the time. Besides that, a team of IT support will be required to respond as fast as possible to any query and any assistance from the customers (Mishan, et al., 2013). 
Total variable expense per unit: 
	Items
	Costs / total units
	Per unit cost

	Materials
	(£280,000/80,000)
	3.5

	Labour
	(£440,000/80,000)
	5.5

	Overhead
	(£120,000/80,000)
	1.5

	Total variable cost (per unit)
	
	[bookmark: _Hlk87449796]£10.5


Table 2: Total Variable expense per unit (Self-made)
So, the total variable cost for 100,000 units will be = (100,000 × £10.50) = £1050,000
Calculation of total fixed expenses: 
	Items
	Total Fixed Expenses

	Rent expense
	£170,000

	Insurance expense
	£100,000

	Supervisor salary 
	£35,000

	Set up cost of setting delivery network 
	£150,000

	Upgrading cost of current website 
	£50,000

	Total fixed cost 
	£540,000


[bookmark: _Toc91794525]Table 3: Total fixed cost calculation (Self-made)
So, Total expense = (£540,000 + £1050,000) = £1,590,000
And total sales = (100,000 × £20) = £2000,000
Finally, the net profit would be = (£2000,000 - £1590,000) = £410,000
Situation 2: Selling products of Amazon
In situation 2, the calculation would be the same as situation 1, except a few costs are excluded namely rental expense and salary as Amana Ltd will not have to pay those expenses if they sell to Amazon. 
Total variable expenses (situation 1) = £10.50
So, in this situation the total fixed cost would be = (Amazon fulfilment fees + Insurance expenses) = (£50,000 + £100,000) = £150,000
Total Sales = (65,000 × £20) = £1300,000
So, Total net profit = (£1300,000 – £150,000) = £1150,000



ii. [bookmark: _Toc101715442]Cost-Volume-Profit Analysis
Situation 1: Setting own online platform.
This computation is based on the assumption that the rent and salary are derived from the Manchester city centre.  For that reason, the cost of rent and the salary of the supervisor have been ruled out from this equation. 
So, the total fixed expenses = £ 335,000
total variable expenses = £10.50
         & per unit selling price = £20
[bookmark: _Hlk101658066]Unit break-even points = Fixed expenses / (Unit selling price – Variable expenses)
                                            = £ 335,000 / (£20-£10.50) or 35,263 Units.  
In situation 1 for Amana Ltd, if they can sell 35,263 units, they will reach the break event point. But if the company changes its business activity and starts selling online, its market research showed that it can easily sell around 100,000 units per annum. Which is around (100,000 – 35,263) or 64,737 units more than their previous unit sales.    

Situation 2: Selling products on Amazon
If the company decides to sell its products on Amazon the total fixed cost will be reduced only the requirement fulfilment fees and insurance expenses will be included. 
So, the total fixed expenses = (£50,000 + £100,000) = £150,000
      total variable expenses = £10.50 
      unit selling price = £20 
Unit Break-even point = Fixed expenses / (Unit selling price – Variable expenses)
                                            = £ 150,000 / (£20-£10.50) or 15,789 Units.  
In situation 2 for Amana Ltd, if they can sell 15,789 units, they will reach the break event point. But if the company changes its business activity and starts selling online, its market research showed that it can easily sell around 65,000 units per annum. Which is around (65,000 – 15,789) or 49,211 units more than their previous unit sales.
iii. [bookmark: _Toc101715443]Recommendations
When both of the options are compared with each other, Amana ltd. must build its own internet company from the ground up due to its brick-and-mortar character, to compete with the second situation which will be more costly than selling products on Amazon. Employing a full-time website developer and programmer to help the company to keep up with technological changes falls on the shoulders of the business. Despite the fact that it is less expensive and has fewer sales, the second situation provides a greater advantage than the first situation. 
Users have little control over the resources they use on internet platforms such as Amazon & Alibaba. According to the findings of a study, around 74 per cent of users of various online platforms do not believe that they have any control over the personal information that is gathered about them. Businesses have complete control over their marketing strategies if they execute campaigns on their own platforms, such as their own website and applications for smartphones or any presence on social media. Platforms which are rented are the optimal solution for enterprises that are just entering the online business sector. Those rental sites provide them instant access to a large number of potential customers. Besides giving the businesses to use their platforms to reach a large number of individuals in exchange for commission and rent, it also limits the ability of business firms to engage with customers outside their sites (Yang, et al., 2019).
The CVP method, which accounts for all of the fixed costs and variable costs related to each choice, may be used to establish the bare minimum selling price for every different option.

 

[bookmark: _Toc101715444]Conclusion
It is difficult to develop a long-term financial strategy without including budgetary management as an essential element in the system. Businesses may benefit from it since it helps them to maximise the efficiency of their resources. A substantial influence on the efficiency of budgetary management is exerted by the availability and the quality of the product (Klychova, et al., 2014). The company requires a dynamic budgeting solution to efficiently manage its capital in light of the Corona breakdown and other rapidly changing circumstances. 
Being ready for a situation similar to this is essential for the future of the firm. An organization's ability to track and manage its operational expenditures is essential for it to maintain its competing position in the market. Because of the world's ongoing healing process, tourist locations will witness an improvement in their business over the long term. Enhanced cost management in all fields must be implemented immediately by the management in order to avoid dealing with it when normality returns.
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