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[bookmark: _Toc99648300]Introduction 
In this following report, a comprehensive discussion is developed on management accounting. The report focuses on gaining a significant understanding of the preparation of control reports that shows original, flexed and actual budgets. With that, the calculation of key variance will also be discussed in this study. The main objective of evaluation of relevant costing will help in making key decisions in a business environment. Using this constructive discussion on costing and various techniques in costing will help in demonstrating decision-making abilities under risk. Through the preparation of control reports, the available historic data of any business can help in making budgets, forecasts and planning for the future. The importance of continuous reporting helps in essential monitoring of business performance; this enables business leaders to make effective business decisions, projection of future outcomes and take steps in bringing improvements. 
[bookmark: _Toc99648301]Part A: Cost control and budgeting
[bookmark: _Toc99648302]i) Preparation of monthly control report showing budget, flexed budget and variances 
	Items
	Original (£)
	Actual (£)
	Behavior 
	Flexed  (£)
	Variance
	Adverse or Favorable 
	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 

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

	Overhead
	£ 150000
	120,000
	Variable 
	120000
	£ 0
	Favorable 
	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
	Favorable 
	13 %
	Employing of less salaried supervisor 

	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: Developed by the researcher)
[bookmark: _Toc99648303]ii) Discussion on Amana’s financial performance in the Financial Year 2020
From above Table 1, the company’s financial performance in terms of cost control can be analyzed. The cost control report is generally prepared for assessing the cost data of a company that can help in establishing a comparison with its actual outcomes with the predefined budget. The budget and cost control goes hand in hand, with the prior budgeting process carried out for estimation of fixed and variables expenditure and allocation of resources in the business process (Šiška, 2016). Along with that, cost control is the controlling of all the costs taking place in the business operation. Effective monitoring and implementation of budgeted inputs can help the company to achieve its financial objectives. The financial objectives can be in terms of minimizing cost and maximization of profit. As per Table 1, it can be understood that Amana has not been able to meet its financial objective, as the actual outcomes have not been as expected for the budgeted evaluation (Isaac et al. 2015).
The Flexed budget of Amana is evaluated; the use of this budgeting technique can help in understanding the changes in the amount of actual revenue earned. Generally, the flexed budget takes consideration of some portion of revenues of expenses than considering fixed numbers (Šiška, 2016). The main advantage of this budgeting technique can help in the establishment of better comparability between budget and actual results. If the sales revenue of Amana is considered, it can be evaluated that flexed budget is estimated at £ 2000,000. Whereas, the actual results of total sales revenue of the company results is £ 160,000. The variance of total sales revenue between flexed budget and actual results is £ 40,000. Reasons for these outcomes are related to the decrease in the sales price per unit from £ 25 to £ 20. The objective of reducing the price per unit of the products was to improve the sales revenue of the company. However, the demand for Amana fell due to the continuous lockdown imposed by the government to curb the increasing cases due to the pandemic. The company was operating a successful business until in Financial Year 2020, with the closing down of stores leading to lower sales (Šiška 2016).
[image: ]
Graph 1: Variable expenses of the company
(Source: Self-developed)
With that the company’s expenses ha also not been controlled effectively. From the above graph Variables, expenses like the materials, labor and overhead could not be controlled effectively. This has led to further increasing the financial strain for the company. Amana’s cost control process has not been effectively implemented to carry on its business operation as per the budget requirement. One of the primary reasons has been decreasing in sales figure due to the pandemic. Company’s sales revenue decreased but the cost of other essential items in business process increased significantly, which the company cannot control it. The materials price soared up due to less availability of raw materials. Company needs to acquire its raw materials from alternative sources from high prices. Budget variance can have significant effect in the company financial performance (Chiu et al. 2018). 
Due to sudden changes in the Business Climate or operational costs can lead to budget variance. Increase in labor expenses has been significantly high with variance ranging up to £ 1,200,000. One of the main causes of increasing labor costs of the company has been decreasing productivity. It is often seen that in companies where idle time and increasing employee turnover can lead to less productivity of the company. Idle time is mainly referring to the time spend by an employee without creating any productivity for the company, however, the company is paying for it, it is a loss for the company. In case of Amana, the labor costs also increased due to increasing turnover due to Covid. However, the overhead of the expenses remained same throughout the year (Michie 2020). 
[image: ]
Graph 2: Fixed expenses of the company
(Source: Self-developed)
The above graph shows the fixed expenses of the company that were also not been controlled as per the budgeted forecast. Warehouse rental has increased by £ 10,000 variance (6 %). Insurance has increased by £ 20,000 variance (25 %). However, full time supervisory salary has reduced by £ 5,000 variance (13 %). Overall, the actual operating profit of the company is very low as compared to the budget and flexed budget. This provides us the glimpse that company has not achieved its financial objectives along with that company has also failed to prepare accurate forecast on the allocation of resources (Armitage et al. 2016). It importance for any company to construct the business plan as per the budgeting and forecasting, it helps in setting up targets for income and expenditure, with regular monitoring company can hold accountable for the targets in the year, end. However, the pandemic needs to be also taken into consideration as it was uncertain situation for many companies around the world as they were not prepared for such instability in business environment. With closing down of stores and stopping of goods, movement has affected the companies working just in offline platform drastically (Atalan 2020).              
[bookmark: _Toc99648304]iii) Areas of improvement for Amana
First, the company needs to change is product selling strategic. With technological development and increasing prevalence of online platforms has prompted companies to improve their online presence to increase their customer reach. The company that has active presence in the online platform has kept improving their revenue generation (Gössling and Lane 2015). Amana is a tourist company, having its business operations restricted to the offline platform will not be able to reach to more customer post lockdown. With online presence and eye, catchy website design can offer the company to attract more consumers and engender trust among potential consumers. In addition, with online presence, Amana can also spread its information about various tour plans and services cost. Digitalization is changing the people’s life, work and travel and this has opened more opportunities for tourism industry to improve its business presence in global market (Casais et al. 2020). 
Other areas, company needs to improve is work on its monitoring policy. With effective monitoring techniques applied in the business function can ensure that company’s financial, operational and capital plans are implemented as per the budget forecast (Zapico-Goñi 2017). Amana needs to monitor its business operation on regular period to ensure that budgeting objectives are met and company spending as per stipulated requirement. Amana also need to include alternative business strategy in case of unprecedented business environment arises like the pandemic. Alternative business strategy included in the budgeting policy will ensure that company can take actions on the implementation of new strategy if any kind of deviation is found. However, to ensuring that monitoring policy are orderly met with business objectives, actual results with budgeted forecast are measured from time to time. This will include performance evaluation of various sectors of the company. In case Amana is not meeting up with the budgeted forecast that can result in increasing spending like what happened in Financial Year 2020. Management of Amana Ltd needs to have prior knowledge on financial performance of the company to make changes as and when required for minimizing potential damages (Zapico-Goñi 2017). 
[bookmark: _Toc99648305]Part B: Amana Ltd decision on going online
As per the reports of (Business Wire 2022), it is forecasted that global online travel market in 2021 has increased to US 800.72 Billion dollars from 2020 and it is expected to reach US 1,463.98 Billion by 2027. The reason for increased online presence and revenue generation has been largely due to company’s moving towards digitalization. More and more companies are opting for improving their customer reaches through developing their own websites or selling through third party websites. This has increased the opportunity for small and medium enterprise companies having less brand image to improve brand image in the market through quality products and services. Amana ltd already has strong presence in the offline market with 40 years of successful stint in tourism industry, so for a company having such a long presence in the market should have online presence to. With its online presence, consumer will be able to book their travels from anywhere without travelling to their stores. It has also been observed in the decline of consumer’s preference of visiting travel - booking stores, as consumer now can easily access their internet to choose better options. However, the question arises for Amana to what options they should in terms of establishing their online presence (Yahia et al. 2018). 
As per my evaluation of the two situations on whether to invest in establishing their own website or just tie up with Amazon for selling their products and services, it will be beneficial for Amana to set up their own website. Establishment of own website can have significant effect on the business performance in the end. However, the cost of setting up its own websites will requires significant amount of investment (Täuscher and Laudien 2018). The initial investment for setting up the website will cost the company of about £ 150,000, with that other charges will also have to be bear by company that will include upgrading of websites on regular websites to handle large volumes sales and employing of skilled IT programmer for making the website run smoothly and look after website maintenance. However, taking chance in this project will have higher chances for the company to sales over units up to 100,000 units annually. Therefore, if the company decides on selling its product or service at £ 25 as per budgeted forecast of 2020 that is given in Part A, then sales revenue will be around £ 250,000. The overall cost that will be incurred in this project will be £ 235,000(£ 150,000 + £ 50,000 + £ 35,000). With consideration of all the expenses company will still have income of £ 15,000. Though, this profit percentage wills less in the initial stages nut it will increase over the period as the brand awareness increases. 
In today’s business environment having own business website is crucial. As per the survey conducted by (Parachute 2022), it is found out that 6 out of 10 company’s CEO are supporting on online presence of their company. As per today’s business leader views ‘Why to let the consumer waiting for you?”. Amana with their own website will have the options of having online presence for 24 / 7. The advantage of having own website is that consumers can easily find you anywhere and anytime. Earlier when Amana Ltd was only working with traditional offline stores business operation, they can only acquire new consumer when their stores are open. Offline stores are for time limit and this often fails to increase the sales of the company (Lee and Kim 2019). 
With having, its own website will allow Amana Ltd to increase their customer reach and sales even outside the business hours, as online platforms offer consumers convenience in accessing information whenever they require at their own comfort. Along with that, there are also options for consumers to purchase anything as no added pressure is involved. It can be seen that big companies often have strong online presence, this helps them to improve their brand image and at the same time increasing their profit percentage every year. Staying offline will have significant effect on Amana’s business as it can lead to losing their potential customers to their competitors (Smedlund 2012). 
Another advantage for Amana Ltd will be to provide valuable information about their business to consumers. By providing information on their past 40 years, achievements and customer experience story will have significant impact on reaching out new consumers and conversion into sales. In today’s business environment, customer feedback can play a crucial role in improving the financial as well business position of any company. With good ratings and experience will encourage the potential consumers also to reach out to the company for better experience. In addition, in tourism industry consumer heavily depends upon companies past records on consumer management. Along with that, Amana Ltd can also work towards uploading promotional video that will attract more consumers including their travel packages and amenities they will provide (Kim 2016). 
With increasing in online frauds and poor quality of services also often, restrict the consumers for online purchase. Therefore, Amana Ltd having their own registered website will have positive effect on the potential consumers. Consumers nowadays are looking for trustable sites that contain company’s address information, customer care number and proper customer support mechanism. These communication platforms offers consumer to ask anything about the company and enquire about their product or services. Therefore, as per my evaluation Amana should go for investment of establishing their own website as it can help them to establish a sustainable and profitable business (Hsieh and Wu 2019). 
[bookmark: _Toc99648306]Conclusion 
From the above discussion on the two parts on Amana Ltd business and financial performance, it can be understood that the company needs to work on multiple areas to improve their condition after the pandemic. However, with this analysis the importance of cost control and budget is understood along with its significance in current business environment.  
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