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Executive summary
Amana Ltd is generally a tourist souvenir business situated in England. The business of the company is all about selling souvenirs to tourists. Therefore, the following report is mainly focusing on the performance of the respected company in the year 2020. Moving ahead, a control budget report has been prepared in order to analyse the performance of the company in 2020 compared to its estimated budget. In addition to that, a recommendation has been provided to the CEO of the company in order to make further improvements in several areas. 
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[bookmark: _Toc111739501]Introduction 
This report will discuss the main purpose of management accounting that can be used by a business in order to complete business operations more effectively. Moving ahead the following report will interpret the budget of Amana Ltd for the year ended 2020 and 2021. Hence, it will also include fixed, actual and original reports in the company's budget. However, essential variances of the company's different items will be interpreted in this report. These things will be done in a spreadsheet. Moreover, the recommendation to the CEO of Amana Ltd will be provided relating to the essential areas of the company in which further improvement will be needed. In addition to that, the decision of the owner of Amana Ltd to go for online selling will be effective or not will be evaluated in this following report.

[bookmark: _Toc111739502]PART A
[bookmark: _Toc111739503]Calculation of monthly report of control of Amana Ltd in 2020
Amana Ltd.’s Control Budget for the year 2020
	CONTROL BUDGET OF AMANA LTD. FOR 2020
	 
	 
	 
	 
	 
	 

	Item
	Cost per unit (£)
	Original cost budget (£)
	Flexed Budget (£)
	Actual cost Budget (£)
	Variances
	Favourability Remark

	Units 
	 
	100000
	80000
	80000
	 
	 

	Selling rate
	25
	2500000
	2000000
	1600000
	400000
	Favourable

	Revenues
	
	2500000
	2000000
	1600000
	400000
	Favourable

	Variable Costs:
	
	
	
	
	
	

	Materials 
	2.50
	250000
	200000
	280000
	-80000
	Unfavourable

	Labour 
	4
	400000
	320000
	440000
	-120000
	Unfavourable

	Overheads
	1.50
	150000
	120000
	120000
	0
	

	Contribution 
	17
	1700000
	1360000
	760000
	600000
	Favourable

	Fixed Overheads:
	
	
	
	
	
	

	Warehouse rental
	200000
	200000
	200000
	170000
	30000
	Favourable

	Insurance 
	100000
	100000
	100000
	100000
	0
	

	Fulltime warehouse supervisor salaries
	50000
	50000
	50000
	35000
	15000
	Favourable

	Profits
	 
	1350000
	1010000
	455000
	555000
	Favourable



[bookmark: _Toc110531414][bookmark: _Toc111739504]Interpretation of Amana Ltd.’s monthly performance for the year 2020
The budget plays a crucial role in the success of a company. Apparently, with accurate budget planning a company can create stability in its financial statements (accountingtools, 2022). Therefore, Amana Ltd will be able to track its income and expenses and forecast a proper budget. A control budget is basically a budget plan that assists a business to control several costs and expenses. Moving ahead the above table of control budget has been made on Amana Ltd. The table is indicating many financial areas of the company for the year ended 2020. Therefore, the original cost of budget generally refers to the static budget in which the actual budget of cost is associated with the actual elements which are related to the income and expenses of the company. Flexed budget of the company basically depends on the changes in the revenue of the actual amount. Hence, in the control budget of Amana Ltd. variances means the term of the accounting that shows different changes among the actual cost along with the estimated cost. Therefore, the above table of the control budget of Amana Ltd. is highlighting if the original cost budget of the company was favourable or unfavourable for the company in 2020 during the pandemic (corporatefinanceinstitute, 2022). 
Apparently, the table is objecting to the original cost of Amana Ltd. which is 100000 in 2020 regarding the sales of the products of the company. However, it can be seen that the actual cost of the budget is 80000 for selling purposes (Bilicka, 2019, pp.45-78). The selling rate of the company's products is 25 per unit of British pounds. Moving ahead, the original cost budget of the company is £ 2500000. On the other hand, the table is reflecting that the company estimated the actual cost budget to be £ 1600000. Hence, it is showing that Amana Ltd was able to make sell its services and products at a higher rate in 2020. The rate of revenue of the respected company for the year 2020 is £ 2500000. Therefore, the rate of the flexed budget of the company's revenue is £ 2000000 (accountingtools, 2022). In addition to that, the respected company was also able to get the variances of £ 400000. Thus, it can be seen that the revenue of the control budget of Amana Ltd was favourable for the company in 2020 (Pomatto et al., 2018). 
Variable costs of a company indicate those expenses that are relating to the output or sales of the product. Therefore, the variable cost has also been added to Amana Ltd.'s cost control budget account in order to identify the cost of overheads, labour and material for the year 2020. Therefore, the above table is indicating the per unit cost of the respected company which are £ 2.50, £ 4 and £ 1.50 respectively. Furthermore, the table is showing the cost of the original budget for the company's materials which is £ 25000 and also the flexed budget which is £ 200000. On the other hand, it can be seen that the actual budgets that the company was spend in 2020 on materials and variances are £ 280000 and £ 80000. Hence, it can be seen material under the control budget of the company was not in favour of the company in 2020. However, the above table has also highlighted the amount of original cost budget of labour which is £ 400000. Therefore, the flexed budget of the respected company for the under labour and variance are £ 320000 and £ 120000. Moreover, it can be seen that the budget control plan of Amana Ltd for their labour was not favourable (Diaz et al., 2021, pp. 684-689). 
The above table is indicating the rate of overheads of the company under the original cost budget, flexed budget, actual cost budget along with variances. Therefore, the rate of the company's flexed budget and overheads are £ 120000 and £ 150000. On the other hand, the variance of the company is also £ 120000 (accountingtools, 2022). However, the cost per unit of the company under the overheads is 1.50. Moving ahead rate of contribution of Amana Ltd under the original budget of cost, flexed budget, the actual budget of the cost and variances are £ 1700000, £ 1360000, £ 760000 and £ 600000. Therefore, it can be seen from the above table that the planned budget for Amana Ltd went favourable for them. Furthermore, warehouse rental, insurance and full-time warehouse have been stated under the fixed overheads of the company (Panggabean and Wibowo, 2019, pp. 264-268). 
[bookmark: _Hlk111735102]Fixed overheads are basically referring to those costs which do not change accordingly to the company's activity of the production volume. In other words, fixed overheads help the company in operating its business activities more smoothly. Moving ahead, through the following table the rate of the original budget of cost, flexed budget, the actual budget of the cost and variances are £ 200000, £ 200000, £ 170000 and £ 30000. The rate of cost per unit of warehouse rental is £ 200000. Therefore, it can be seen that the warehouse rental under the plan of control budget of Amana Ltd was favourable for the company in 2020. Moving ahead, the table of control budgets is stating the amount of insurance under the original budget of cost, flexed budget and actual budget are £ 100000, £ 100000 and £ 100000 (Lahn, 2020, p.e636). However, the rate per unit cost of insurance is £ 100000. Moreover, a full-time warehouse has also been stated under the fixed overheads. Therefore, the original budget of cost, flexed budget, actual budget and variances are £ 50000, £ 50000, £ 35000 and £ 15000. The amount of cost per unit under a full-time warehouse is £ 50000. However, the profits of the company went favourable for Amana Ltd. The amount of the profits under the original budget of cost, flexed budget, actual budget and variances are £ 1350000, £ 1010000, £ 455000 and £ 555000 (Juárez et al., 2020, pp.93-110). 

[bookmark: _Toc111739505]Recommendation to Amana Ltd for further improvement 
From the following table, it can be seen that the respected company was able to meet its estimated goals though the company has faced many hindrances in 2020. Furthermore, the table has interpreted that in 2020 Amana Ltd did a good performance. However, the company runs their business only in offline mode in 2020 the company has faced some difficulties due to lockdown. The company witnessed a total shutdown as per the government's instruction. Therefore, it can be recommended to the company to improve their labour cost area by implementing a more realistic budget. Hence, with labour budgeting, the respected company will be able to mitigate the needs of the labour which will help the company in improving its workforce. Amana Ltd can also use advanced levels of technologies and machinery in their organisational works as it will help to decrease the labour cost. Moving ahead it also can be recommended to the company to reduce their material cost by decreasing the purchase of unnecessary materials. It will help the company further improvement of their work performance. Therefore, the company will be able to run its business more efficiently which will help them to generate profit and revenue. In addition to that, it can also be suggested to Amana Ltd to analyse various factors such as quality, price, availability and demand for the materials which will help them to control their material cost. 
[bookmark: _Toc111739506]
PART B
[bookmark: _Toc111739507]1st Strategy of Online Sales
Most of Amana Ltd.’s rival companies use online platforms to sell their products to consumers across the UK, Europe and US. After identifying the marketing strategy of the competitors, Mr Amana is now planning to close its branches in Brighton, Birmingham and Manchester city. The CEO of Amana Ltd. is also planning to move its 50 % of product sales online. Mr Amana is considering setting up his own delivery network that would cost him around  £ 150,000. Along with this, he wants to upgrade the current website of the company in order to control the large volume of sales. The setting up cost of the current website is £ 50,000. The company will also need a full-time IT programmer to maintain the website efficiently. The salary of an IT programmer is around  £ 35,000 each year. According to market research data, the company will generate around 100,000 online sales each year (Iordanoaia, 2020, p.676).
[bookmark: _Toc111739508]2nd Strategy of Online Sales
The CEO of Amana Ltd. is also considering an alternative plan in order to increase their sales. Mr Amana is preferring the popular online platform, Amazon to sell their products. The setting up cost of this procedure is around  £ 50,000. Amana Ltd. might witness high-level competition from the other potential sellers that are also using the Amazon platform from the start. However, the platform offers guaranteed sales of 65,000 units each year and the sales might also increase depending on the customer’s demand. Apart from this, Amana Ltd. would have no control over the product pricing as well as the return policy.
The CEO of Amana Ltd. is advised to consider the 2nd strategy in order to increase the sales of the products online. One of the advantages of considering the 2nd strategy is that it is budget-friendly in comparison to the 1st scenario. Apart from this, all the sellers on Amazon receive several benefits from the platform. These benefits include international expansion, increase sales and so on (amazon.co, 2022). 
[bookmark: _Toc111739509]Analyasation of both selling strategies and recommendations
The overall cost of 1st strategy is quite expensive in comparison to the 2nd strategy. Mr Amana in his 1st strategy has decided to set up his own delivery network. However, the company have to bear huge expenses for setting up its own delivering network (Saner, 2020). The company would also face several challenges in order to set up an effective delivery network. Some come challenges relating to the delivery network are failing to deliver the right product and failing to deliver the product on scheduled time (Rangaraja et al., 2020, pp.213-220). The company also might lose its valuable customer if it fails to deliver its product in good condition. Apart from this, the setting up of an effective delivery network requires a lot of time. On the other side, Amana Ltd. might face challenges in maintaining and upgrading its website. Amana Ltd. needs to maintain data security along with customer loyalty, return and refund process and so on while operating its own website. Apart from this, the company also need to analyse unexpected price increase and the uncertain economy. The company also need a full-time IT programmer in order to maintain the website of company. Amana Ltd. has to bear  £ 35,000 expenses per year in order to recruit a professional full-time IT programmer. All these processes require lots of money, therefore, these increase the overall set-up cost of the 1st selling strategy.
Mr Amana is considering the Amazon platform as his 2nd strategy for selling the products of his company. The entire setting up cost for this strategy is lower in comparison to the 1st strategy. The platform offers a smooth selling procedure to its sellers. Along with this, Amana Ltd. does not have to maintain the website of Amazon. The company also does not need to be concerned about the delivery network. Apart from this, Amazon offers 65,000 of guaranteed unit sales annually to Amana Ltd. The platform also provides the facility of enhancing the sales of the company that is totally based on the customers’ needs and requirements (Chang and Lee, 2018, pp.307-317). Amana Ltd. can also have these benefits if Mr Amana decides to consider this strategy for effective selling. The company might witness increasing sales if the CEO of Amana Ltd. decide to choose this strategy. The company might acquire more customers globally with the aid of this platform. This would help the company in increasing its customer base locally as well as internationally. Another benefit that Amana Ltd. might witness using this platform for its online selling is the low marketing costs. Amazon also provides secure payments option, brand protection, access to potential customers and so on. Amazon has around 175 fulfilment centres across the world, Amana Ltd. can ship all its product in bulk to Amazon and needs to worry about the rest of the procedures. This would help the company in focusing on other important business operations. Therefore, Mr Amana is highly suggested implementing 2nd strategy in order to achieve a guaranteed higher number of sales efficiently (amazon.co, 2022).

[bookmark: _Toc111739510]
Conclusion
The report has introduced a monthly budget control report that represents the original as well as flexed budget. Amana Ltd.’s performance in the year 2020 has been discussed with help of a prepared control report. After identifying the weak areas in the control report of Amana Ltd., some recommendations have been provided to Mr Amana for the improvement of the weak areas in this report. Along with this, two selling strategies that are chosen by the CEO of Amana Ltd. have been explained thoroughly here. The report has also analysed the decisions that are made by Mr Amana for selling products online. A suitable recommendation also has been included in supporting Mr Amana’s one of the decisions.
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