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[bookmark: _Toc99998351]Introduction:
In the age of digitalization, organizations are increasingly relying on real-time decision making and planning. Accurate financial records, foresight into upcoming expenditures, and cost-cutting options are all goals for management accountants (Atkinson, Kaplan and Young, 2016). Management accounting relies on control reports, also known as management tolls, to help turn long-term plans into short-term objectives. The purpose of budget reports is to show how actual results compare to those that were budgeted. These tools are used to find discrepancies in sales or expenditures that need further investigation (Vaznonienė, M. and Stončiuvienė, N., 2012). Analysis of deviations can help management identify if any remedial action is needed. Reports on budget variances will be included in a flexible budget report. The control report will be used to summarize Amana's performance. Last but not least, it will examine Mr. Amana's decision to go online and propose whether or not they should develop their own online marketplace or trade through Amazon.
[bookmark: _Toc99998352]Task A:
[bookmark: _Toc99998353]i) Monthly control report showing 
For a company, budgeting is the process of coming up with multiple real outcomes using set criteria and budgeted figures for the future, and then comparing the budgeted statistics with the actual performance to identify any inconsistencies. Before actual results are delivered, a budget is drawn out. In order to keep track of management's progress, budgetary control establishes goals for each department (Bruns, W.J. and Waterhouse, J.H., 1975). The actual results are compared to the budgeted ones to see whether there have been any deviations. Senior management is informed of the progress being made by each division. This method can be used to implement management by exception.
Managers can identify issues and take action by comparing data from the original plan with data from the actual event. Budgetary control is an ongoing process that aids in both planning and coordinating. In addition, the control mechanism is included in the package. The purpose of budgeting is to remove one's own personal influence over one's financial situation. If actual sales and expenditures differ from those expected, organizations typically construct flexible budgets that allow them to adjust to future demand. A budget that takes into account a wide variety of sales data is one that can be adjusted as needed. Having a little leeway in the budget allows the organization to predict how the statistics will look at different sales levels. After each session of analysis, companies build a flexible budget so that management can discover problems early and solve them before they have an impact on the firm (typically monthly).
It is common practice to create a static budget based on a predetermined level of production for a given time period. Static budgets encompass the master budget and all of its sub-budgets as well (Manyuchi,2022). In order to evaluate a company's performance, a company's actual outcomes are compared to its budgeted results. However, this comparison may be like comparing apples to oranges because production should come first, and then sales. If sales fall short of expectations, comparing actual costs to anticipated expenditures may not be an accurate indicator of how well the company is meeting its goals.
In the context of budgetary control, a variance is the difference between actual and planned (Flexed) revenues and expenditures. Management can assess if action is needed by analyzing the variations. Positive variations are more likely than negative ones to be favorable (Marlowe, 2009). According to certain textbooks, budget reports are labeled with the letter F or U following deviations to emphasize the sort of variance that exists. A number of causes could be cited to explain the discrepancy between budgeted and actual expenditures. One of the most important things to do is to track down the source of any errors. In order to keep tabs on the budget, this strategy is essential. Negative variances might indicate overspending or underspending, respectively. Below the monthly control report is presented:
Monthly Control Report
	Particulars
	Actual Budget (A)
	Revenue and Spending Variance (A-B)
	Flexed budget (c)

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

	Sales 
	£1600,000
	£400,000 (U)
	£2000,000

	Variable Expenses:
	
	
	

	Materials (Working-2)
	280,000
	80,000 (U)
	200,000

	Labour (Working-3)
	440,000
	120,000 (U)
	320,000

	Overhead (Working-4)
	120,000
	0
	120,000

	Contribution
	760,000
	600,000 (U)
	1360,000

	Fixed overheads:
	
	
	

	Warehouse rental
	170,000
	30,000 (F)
	200,000

	Insurance
	100,000
	0
	100,000

	Fulltime warehouse supervisor salary
	35,000
	15,000 (F)
	50,000

	Net Income
	£455,000
	£555,000 (U)
	£1010,000


[bookmark: _Toc91794523]Table 1: Control Report
Source: (Self-Made)
[bookmark: _Hlk87447421]Workings:
1.Sales working:
[bookmark: _Hlk87447556]Actual sales: (80000×20) = £1600,000
Flexed sales= (80000×25) = £2000,000
2.Material cost:
Flexed budget = (80000×2.5) = £200,000
3.Labour cost:
Flexed budget = (80000×4) = £320,000
4.Overhead cost:
Flexed budget = (80000×1.5) = £120,000
[bookmark: _Toc99998354]ii) Performance report: Amana’s
When comparing real-world outcomes to a more flexible operating budget, it is easy to underestimate the importance of real-world results. Many firms do not include their start- and end-of-year inventories when conducting these types of comparisons since the number of units produced and sold are the same. It is possible to create flexible operating budgets by multiplying sales volume by the estimated unit cost of raw materials, direct labor, and manufacturing overhead, as shown in the table below (PHILLIPS, 2020). This budget also covers the price of production as well as the quantity of units that will be sold. In this section, we will look at each line item in the flexible budget one by one. The performance of Amana the next year:
Per-Item Price: The budgeted estimate predicts that each product will sell for $25, which is in line with the market average. The item is priced at £20. Because of this, the variance has a negative impact.
At a cost of $25 per device, 100,000 units were planned to be sold. An estimated 80,000 units and a selling price of £20 were incorporated into the budget as a direct result of this change. Due to pricing and unit differences, the current mismatch exists. This results in a negative variance, and management is aware that the units were sold for less than the 25-pound estimate. It was originally decided to plan sales expenses by include both variable and fixed costs. Adjusting the two variable expenses determines the amount of the flexible budget.
Production costs for 80 000 units are estimated at £644,000, according to the planned report. If you want to produce 80,000 pieces, it will cost you £800,000. Because of the outliers, the costs of goods, labor, and general overhead are greater than anticipated. As a result, there is a decrease in the number of people participating. Based on this information, the budgeted cost of producing 80 000 units is predicted to be £350,000. Producing 80,000 units’ costs £305,000 in total. Expected and actual total costs are different (Warehouse and Warehouse rental). Because of this, the variance is in the company's best interest.
A company's net income swings inversely with each of its numerous lines of business. To put it another way, lower revenues and higher fixed and variable costs are most likely to blame for the net income variance. Consequently, there is a negative variance.


[bookmark: _Toc99998355]iii) Recommendations:
Mr. Amana is finding it increasingly difficult to run a tourist business since the government has introduced a slew of new laws and restrictions. However, there is space for improvement in the cost structure. These recommendations are based on what we've learned in the previous section.

· The organization's material costs have increased. Due to the nature of their business, they require a wide variety of items and materials. Establishing a long-term strategic partnership with the provider of their products is the greatest approach to deal with price volatility and shortages of material.
· They may find that expanding their business on the internet is a fantastic strategy. Many people feel bored during the lockdown and begin to decorate their houses or acquire items that would make their houses more attractive. Because of this, they must begin selling their items on the internet.
· With this new position, it's possible that the warehouse may pay less in rent. Stockpiling isn't as necessary as it once was due to the decline in sales. It is possible for a corporation to save money on this renting expense in the short term.
· A portion of the costs of management and sales are included in the overhead budget (TUOVILA, 2022). As a result, they'll be able to save money on overhead. In spite of the institution being put under lockdown, we can see that the budget had to cover additional costs. So, in the event of a pandemic, they may devise a strategy to cut costs.
· Supplier vetting can be done by the company to verify if vendors can supply high-quality products at a fair price. " After that, they can make a list of potential suppliers and contact them to work out a long-term business deal.
· 

[bookmark: _Toc99998356]Part B:
Having been affected by the pandemic, the tourism industry, like many others, has searched for other modes of operation to continue to function (Lau, 2020). This company's competitors have also turned to the internet to do business, whether it's for selling or marketing purposes. Both of these groups are capable of establishing a presence on the internet. There is a webpage dedicated to this organization. It is, however, solely used to communicate with members. Amazon and other internet merchants enable the firm to market its products to a larger number of potential customers. Look at both alternatives before we make a decision on which one to go with.
[bookmark: _Toc99998357]i) Cost-benefit analysis:
Option 1: Create an online store for them.
Selling things online comes with additional expenditures, including delivery and network upgrades, as well as the salary of an IT programmer. In the event of both variable and fixed costs, the real cost will be computed.
Calculation of the total variable cost (per unit):
	Particulars
	Costs / No. of 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


[bookmark: _Toc91794524]Table 2: Variable costs per unit of output
Source: (Self-Made)
As a result, the total variable cost for 100,000 units= (100,000 × £10.5) = £1050,000



Total Fixed cost calculation:            
	Particulars
	Amount

	Rent  
	£170,000

	Insurance 
	£100,000

	Supervisor salary 
	£35,000

	Set up Cost of delivery network 
	£150,000

	Upgrading Cost of current website 
	£50,000

	Total fixed cost 
	£540,000


[bookmark: _Toc91794525]Table 3: Total fixed cost calculation
Source: (Self-Made)
Therefore, total cost = £540,000 + £1050,000= 
          =£1,590,000
Total Sales/Revenue = (100,000 × 20) 
         = £2000,000.
A net profit of (2000,000-1590,000) = £410,0000 may be calculated by taking into account all fixed costs. Fixes costs are higher in the new internet industry because of this. For example, assuming that the branch closures will affect the supervisor's income and rental costs. For the remainder of its useful life, the set price will be (1,590,000-170,000-35,000) = £1385,000. According to this formula: Profit = (2000,000-1385,000) =£615,000 if wages and warehouse rent for those branches are taken into account.
Option 2 - Put her products on Amazon.com
On Amazon.com, customers may purchase anything from Amana Souvenir's online store. The analysis will be carried out in the same manner as Option 1, with and without wages and rent included as expenses incurred in both cases.
Total Variable cost = £10.5
Total Fixed cost= (Fulfilment fees + Insurance) 
  = (50,000 + 100,000) 
  = £150,000.
Total Revenue = (65000 × 20) = £1300,000
Total benefit = (£1300,000 – £150,000) = £1150,000
[bookmark: _Toc87457163]For a total profit of £1150,000 to be realized, the cost-benefit analysis shows that two fixed expenditures of £945,000 plus rent and supervisor remuneration must be included. A profit of £945,000 might be predicted after deducting expenditures such as wages and rent.


[bookmark: _Toc99998358]ii) Cost-Volume-Profit analysis
Option 1 - Set up their online shop
The cities of Brighton and Birmingham are assumed to be the source of rent and wages in this investigation. Consequently, these costs will be excluded from the scope of this CVP study.
F= Fixed Cost = £ 335,000
V= variable cost = £10.5
S= selling price = £20 
Break even points (BEP) units = F/S-V
				 = £ 335,000 / £20-£10.5
				 = 35263 Units 
So, for Amana souvenir to recoup its entire investment, it has to have sold 35,263 units, but it can sell 100,000 pieces annually if it appears online after conducting market research. Thus, the profit volume unit is 64,737, and the total amount is £6,15,000 (64,737 ×9.5). Option 1 has the following salient features-
· More than £100,000 might be made online if Amana had a website.
· Because Amana would have to shut down three of its sites if it went online, these costs have been excluded from the cost-benefit study.
· This strategy is clearly profitable for Amana when all of the company's costs are taken into account.


Option 2 - Sell on Amazon
F= Fixed cost (Excluding rent and salary) = £ 150,000 
Total variable cost = £10.5 
Total Selling price = £20 
Break-even point (Unit) = F/S-V
   = 150,000/ (20-10.5) 
   = 15,789 units.
As a result, if Amana goes with this option, the contribution margin unit will be = (65,000-15789) = 49,211. Break-even point (Unit) = 355,000/9.5 = 37,368 units when both costs are taken into account. Because of this, there are 27,632 contribution margin units. If this alternative is being considered, the following points should be kept in mind:
· It's well-known that Amazon is an online shopping destination where customers may explore, select, and purchase items. To put it another way, if Amana does not differentiate itself from its competitors, its potential to compete will be limited.
· Amazon marketplace competition necessitates Amana producing a wide range of items. Amana will be subject to Amazon's pricing policies and return policies, which they may or may not be able to comply with.
· For this reason, it is possible that they will be forced to spend money on advertising. To put it another way, its labour expenses might be rather substantial.
 



[bookmark: _Toc99998359]iii) Recommendations:
It will be more expensive up front than Option 2 since Amana ltd. will have to build its own internet corporation from the ground up as a result of its brick-and-mortar status. The cost of employing an information technology specialist to assist a firm with computer upgrades is the responsibility of the business. The advantage of Option 2 is greater than that of Option 1, despite the fact that it is less expensive and has fewer sales.
A notable feature for online platforms such as Amazon, Twitter, and Facebook is that they are "rented" platforms because users do not have total control over the resources they utilize (74% of Internet Users Feel They Have No Control Over the Personal Information Collected on Them, 2020). The use of "owned" platforms, such as a company's own website, mobile app, or email list, allows enterprises to have total control over their marketing campaigns. "Rental" platforms are by far the most effective alternative for businesses who are just getting started and want immediate access to a huge pool of possible clients. However, although "rented" platforms may enable a firm to reach a big number of individuals, they also restrict the company's capacity to communicate with those people outside of the network.
The minimum sale price for each option may be determined with the aid of CVP, taking into consideration all fixed and variable expenditures associated with each option.
· 

[bookmark: _Toc99998360]Conclusion:
When developing a financial strategy for the future, every organization must consider budgetary management as a vital component of the process. It helps businesses to more effectively utilize and manage their resources. The efficiency of budgetary regulation is determined by the supply and quality of goods and services (hugunov, I. and Makohon, V., 2020). Because of the Corona Pandemic and other quickly altering situations, Amana ltd need a dynamic budgeting system to effectively manage its resources. It is necessary to be prepared for a circumstance like this in the future. Budgeting makes it simpler to keep track of an organization's operating expenses, which are critical to its ability to remain competitive in the marketplace.
As the globe continues to cure itself, tourist places will experience a comeback in their fortunes once more. The organization should improve all cost management-related areas in order to prevent spending time on cost management when things resume normalcy in the future.
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