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[bookmark: _Toc70023015]Introduction
A control report helps in identifying the potential issues in the business that can affect the financials of the company and assures making proper decisions to control actions. This report will outline the monthly control report by showing the flexed budget, original budget and variances of Amana Ltd., a tourist business located in England. A performance report of Amana will be prepared. Besides, recommendations will be suggested for the CEO of Amana for making improvements in the company’s budgets. Finally, analysis will be done to determine if Amana should adopt the decision to sell products online or sell their product on Amazon by considering the relevant costs of the organisation.
[bookmark: _Toc70023016]Part A
[bookmark: _Toc70023017]1. Preparation of monthly control report of Original budget, flexed budget, and variances
	Flexed Budget  Output = 100,000 Units

	Particulars
	Amount (£)
	Amount (£)

	Sales (1,00,000 Units x 25)
	
	2,500,000.00

	Cost of Goods Sold
	
	

	Material @ 2.50
	250,000.00
	

	Labour @ 4.00
	400,000.00
	

	Overhead @ 1.50
	150,000.00
	

	 
	
	(800,000.00)

	Contribution/ Gross Profit
	
	1,700,000.00

	Fixed Overhead/ Administrative Expenses
	
	

	Warehouse Rental
	200,000.00
	

	Insurance
	100,000.00
	

	Supervisor's Salary
	50,000.00
	

	 
	
	(350,000.00)

	Profit
	
	1,350,000.00

	 
	
	



A flexible budget will help in determining the financial plan or budget of an estimated revenue and cost for various output levels. The variation takes place because of the changes in the volume of the activity (Morozan and Enache, 2019). Here, the level of output of Amana is 100,000 Units. Therefore, the Net Profit for Amana is £1,350,000.
	Particulars 
	 Budgeted = 100,000 Units 
	 Actual = 80,000 Units 

	
	 Quantity 
	 Rate 
	 Amount (£) 
	 Quantity 
	 Rate 
	 Amount (£) 

	 Material 
	   100,000.00 
	    2.50 
	     250,000.00 
	   80,000.00 
	       3.50 
	     280,000.00 

	 Labour 
	   100,000.00 
	    4.00 
	     400,000.00 
	   80,000.00 
	       5.50 
	     440,000.00 

	 Variable O/H 
	   100,000.00 
	    1.50 
	     150,000.00 
	   80,000.00 
	       1.50 
	     120,000.00 

	 Fixed O/H 
	 
	 
	     350,000.00 
	 
	 
	     305,000.00 



The budgeted units provided are 100,000 Units, whereas the actual units provided for Amana is 80,000 units. 
1. Material Cost Variance = (Standard Cost – Actual Cost)
= [(Standard Quantity x Standard Rate) – (Actual Quantity x Actual Rate)]
= [(100,000 x 2.50) – (80,000 x 3.50)]
= £30,000 Adverse
2. Material Price Variance = [(Standard Rate – Actual Rate) x Actual Quantity]
= [(2.50 – 3.50) x 80,000]
= £80,000 Adverse
3. Material Usage Variance = [(Standard Quantity – Actual Quantity) x Standard Price per Unit]
= [(100,000 – 80,000) x 2.50]
= £50,000 Favourable
4. Labour Cost Variance = (Standard Cost – Actual Cost)
= 400,000 – 440,000
= £40,000 Adverse
5. Variable Overhead Cost Variance =(Standard Variable O/H – Actual Variable O/H)
= 150,000 – 120,000
= £30,000 Favourable
6. Fixed Overhead Cost Variance = (Budgeted Fixed O/H – Actual Fixed O/H)
= 350,000 – 305,000
= £45,000 Favourable
7. Sales Price Variance = [Actual Quantity x (Actual Selling Price – Budgeted Selling Price)]
= [80,000 x (20 – 25)]
= £400,000 Adverse
8. Sales Volume Variance = [(Actual Quantity - Budgeted Quantity) x Budgeted Price]
= [(80,000 – 100,000) x 25]
=£500,000 Adverse
9. Sales Value Variance = [(Actual Quantity xActual Price) -(Budgeted Quantity x Budgeted Price)]
= [(80,000 x 20) – (100,000 x 25)]
= 1,600,000 – 2,500,000
=£900,000 Adverse
10. Profit Variance = (Budgeted Profit – Actual Profit)
= 1,350,000 – 455,000
= £895,000 Adverse

	Original Budget

	Particulars
	 100,000 Units 
	 80000 Units 

	Fixed Expenses
	 
	 

	Warehouse Rental
	                  200,000.00 
	                  170,000.00 

	Insurance
	                  100,000.00 
	                  100,000.00 

	Supervisor's Salary
	                    50,000.00 
	                    35,000.00 

	 
	
	 

	Variable Expenses
	 
	 

	Direct Materials
	                  250,000.00 
	                  280,000.00 

	Direct Labour
	                  400,000.00 
	                  440,000.00 

	Overhead
	                  150,000.00 
	                  120,000.00 

	Total Cost
	              1,150,000.00 
	              1,145,000.00 

	Profit (Balance figure)
	              1,350,000.00 
	                  455,000.00 

	Sales (Units x Selling Price)
	              2,500,000.00 
	              1,600,000.00 



Original budget assists the company to focus on the cash flow for reducing expenses, increasing returns and increasing profits (Haezia et al., 2017). This will help Amana to succeed in the business. By planning and controlling business finance, budgeting will help Amana to reserve cash for future projects. 
	Flexible Budget

	Particulars
	 100000 Units 
	 80000 Units 

	Fixed Expenses
	 
	 

	Warehouse Rental
	                  170,000.00 
	                  170,000.00 

	Insurance
	                  100,000.00 
	                  100,000.00 

	Supervisor's Salary
	                    35,000.00 
	                    35,000.00 

	 
	
	 

	Variable Expenses
	 
	 

	Direct Materials
	                  350,000.00 
	                  280,000.00 

	Direct Labour
	                  550,000.00 
	                  440,000.00 

	Overhead
	                  150,000.00 
	                  120,000.00 

	Total Cost
	              1,355,000.00 
	              1,145,000.00 

	Profit (Balance figure)
	                  645,000.00 
	                  455,000.00 

	Sales (Units x Selling Price)
	              2,000,000.00 
	              1,600,000.00 



Flexible Budget is calculated based upon the various volumes of sales. It can be used to alter the actual budget for an organisation for determining the upcoming production level (Mucci et al., 2021). This will help Amana to estimate the figures, which would be visible at different sales level. 
[bookmark: _Toc70023018]2. Report of Amana’s performance
From the original budget of 100,000 Units it can be said that the sales @25 selling price is £2,500,000 compared to actual budget of 80,000 Units @ 20 selling price is £1,600,000. It can be said that the actual budgeted selling price difference amount is 5, which is relatively lesser than the budgeted rate of 100,000 Units. Cost of material @2.50 is £250,000 for 100,000 Units compared to actual budget of 80,000 Units @3.50 is £280,000, which is costly for Amana as the rate is 28.57% more in actual budget. From the material cost variance, it can be said that the amount is £30,000 adverse for Amana. An adverse material cost variance states that a higher rate of purchase cost has been incurred by Amana with the original budget of 100,000 Units compared to the actual budget of 80,000 Units (Iliemena and Amedu, 2019).In addition, the material price variance of Amana has incurred £80,000 adverse. An adverse material price variance signifies that increased cost of purchase has been incurred by Amana with the original budget of 100,000 Units compared to the actual budget of 80,000 Units. However, it can be said that the cost of raw materials can increase because of the superior quality of the raw material, which is higher than the original budget. This can be understood in material usage variance, which is £50,000 favourable. A favourable material usage variance identifies that the actual budget of 80,000 Units is less than the original budget of 100,000 Units (Pagare, 2020).
Similarly, the labour cost of 100,000 Units @4 is £400,000, whereas for 80,000 Units @5.50 is £440,000, which means actual budget is expensive for Amana because 1.50 unit rate is more in actual budget of 80,000 units. From the labour cost variance, it can be said that the amount is £40,000 adverse for Amana. This means that there is increased cost of labour in the actual budget of 80,000 Units compared to the original budget of 100,000 Units. The actual reason behind this is Amana could have hired more labours than their planned anticipated labour in the original budget, which can be understood from variable overhead cost variance, which is £30,000 favourable (Poinot, et al ., 2018). 
On the other hand, the variable overhead for 100,000 Units @ 1.50 is £150,000, which is relevant to the variable overhead for 80,000 Units @ 1.50 is £120,000. This means based upon actual budget the amount has not largely impacted for Amana in their actual budget. A favourable variable overhead cost variance signifies that the cost of variable overhead is lesser in the actual budget of 80,000 Units compared to the original budget of 100,000 Units. Although, the rate of both original and actual budget are same @ £1.50, the reduced variable overhead for actual budget has resulted in favourable amount for Amana (Pagare, 2020).
Contrary to this, the fixed overhead for 100,000 budgeted Units is £350,000 compared to the fixed overhead for 80,000 budgeted Units is £305,000.This means in actual budget the fixed overhead cost is relatively cheaper for 80,000 Units, which is advantageous for Amana. Besides, favourable £45,000, fixed overhead cost variance implies that actual fixed cost incurred for 80,000 Units is lesser compared to original fixed cost incurred for 100,000 Units. This also means that Amana had planned restructuring their business online, which would have increased their fixed overhead. Unlike, they did not undertake any business expansion due to the pandemic Covid-19 (Tarzibashi, 2017).
The sales price variance generated for Amana is £400,000 adverse, which means the company sold their products at low average price in actual budget of 80,000 Units compared to original budget of 100,000 Units. An adverse sales price variance signifies that Amana faced decreased demand of their souvenirs among tourists. Besides, restrictions on movements and travel restriction due to the pandemic has impacted the tourism industry, which resulted Amana to sell products at low average price. Relevantly, the sales volume variance is £500,000 adverse, which means there is a reduced profit in the actual budget of 80,000 Units compared to original budget of 100,000 Units (Huang, 2017). An adverse sales volume variance states that Amana could not do proper business due to the lockdown restrictions and less tourists in the UK. In addition, it can be observe that the sales value variance has generated £900,000 adverse, which means Amana sold less number of good on aggregate basis compared to total number of units planned in the original budget of 100,000 Units. It is because the company could not do well due to the pandemic. Lastly, the profit variance is £895,000 adverse because the actual profit in actual budget of 80,000 Units is lower than compared to original budget of 100,000 Units. Therefore, it is very important for Amana to increase their profits and find alternatives to generate sales (Luo and Wu, 2018). 
Considering the original budget and flexible budget, it can be said that accordingly, when it comes to 100,000 Units for Amana, original budget would be preferably best as the total cost would be £1,150,000 unlike in flexible budget the total cost would be £1,355,000. On the other hand, it has to be considered that fixed expenses in original budget would be £350,000 compared to £305,000, which means fixed expenses in flexible budget is comparatively £45,000lesser. However, when it comes to variable expenses, original budget generates £800,000 compared to flexible budget, which generates £1,050,000, which means variable expenses in original budget is comparatively 31.25% lesser. Lastly, it can be said that Sales in Original budget is £2,500,000 compared to £2,000,000 in Flexible budget, which is 25% way more in Original budget. Therefore, it can be said that Original budget should be pursued by Amana, which will help the company to reduce their cash flows for cutting down expenses, increasing more returns and generating more profits (Haezia et al., 2017). Besides, Amana will be able to save funds for their future investments and expansions. 
[bookmark: _Toc70023019]3. Recommendation to Amana’s CEO on areas of improvement
It can be said that Covid-19 pandemic has led to the imposing of restrictions in travelling in the UK. This has affected the tourism industry in a detrimental manner. Moreover, this has affected Amana’s profitability and reduced their chances of earning additional revenue during the summers. The way Amana can improve can be understood as the material cost variance for the company is £30,000 adverse. The company can bring this into favourable outcome by procuring raw materials at a low cost and engage in cost-effective practices. Similarly, the material price variance of Amana is £30,000 adverse. They can get favourable material price variance by procuring optimum quality raw materials and engage in bulk purchases so that they can reduce per unit cost of the raw materials (Iliemena and Amedu, 2019). The labour cost variance for Amana is £40,000 adverse, which they can bring into favourable position by employing more labours, which would have reduced per labour cost. Amana’s sales price variance is £400,000 adverse, which can be brought into a favourable position by increasing competition in the market by expanding into online retail website or tying up with any online retailer. Due to the pandemic Amana sold their product at a fewer cost, which they can alter their costs per unit by selling products through online website. The sales volume variance and sales value variance is £500,000 and £900,000adverse, which means Amana could not sell more goods because of the pandemic and the volume of the product went down (Poinot et al., 2018). They would have to increase the price of the product as the cost of raw materials is more. It is based upon the law of demand, which means the volume and price of a product had diverse relationship. Therefore, when the price will increase, the volume of the sales of the product will decline. By this Amana will be able to bring their sales volume variance and sales value variance into favourable position. From the profit variance of Amana, which is £895,000 adverse. This states that the actual profit generated according to actual budget is less compared to original budget. Amana will have to reduce their variable expenses and determine more ways to generate revenue, which will help them to increase their profits and bring the profit variance into favourable position (Pagare, 2020). 
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It can be said that if Amana wants to set up an online business they have to consider few expenses such as cost of setting a delivery network for £150,000, cost of upgradation of present website for handling large volume sales of £50,000. Besides, they have to hire a fulltime It programmer for £35,000 per annum. According to the market research, Amana can generate sales of 100,000 units per year (Elsäßer and Wirtz, 2017). 
On the other hand, if Amana prefers to sell their souvenirs on Amazon, they will have to consider various factors like Amazon fulfilment fees £50,000. Besides, they will increased competition among various sellers and Amana’s souvenirs on Amazon. Furthermore, they is lack of control of return policy and pricing policies. In addition, Amazon provides guaranteed sales of 65,000 units per year, which can also increase depending upon the demand of the product (Lai et al., 2018). 
By considering all the above cost, it can be understood that if Amana wants to open their ecommerce website. The cost incurred by Amana for setting up online business would be £200,000, which the company will have to spend as an initial investment. After initial investment, Amana will only have a fulltime IT programmer. Besides, Amana will be having full control of the return of products and pricing policies, which will be beneficial for them in the long run operations of business (Helfaya and Moussa, 2017). In addition, their physical stores in the locations like London Bridge, Westminster Bridge, and Buckingham Palace. The cost for selling products directly on Amazon would be only £50,000.Contrarily, Amana will not be getting full control of the product return and pricing policies, which is disadvantageous for them. On the other hand, the cost of setting business through Amazon is less, the company Amana would have high chances of risks among various competitors as a suppliers on Amazon (Sun et al., 2020).Furthermore, on Amazon, they would only generate sales of 65,000 units annually unlike by selling from their website, they would generate 100,000 units annually. Therefore, it is advised that Amana should go ahead and implement the decision of setting online shop. It is because as initially there would be capital expenses of £200,000on setting up the online business. Amana will only have to spend for their fulltime IT programmer£35,000 yearly, that would be£2,917 per month. Advantage Amana will gain by selling their products from their website is that they will be able to set the price of the products depending upon the demand of the products. During holiday season, they will be able to reduce the price of the products for competing with the competitors online (Whaley, 2019). On non-seasonal period, they will be able to increase the price of the souvenirs, which they will not be able to do on Amazon. Lastly, with their offline stores, Amana will be able to generate sales of 100,000 units online. Hence, Amana should adopt the decision to go online.
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Therefore, it can be concluded that this report has clearly showcased the original budget, flexed budget and variances of Amana, which helps in understanding that the company could not generate sales properly due to the pandemic Covid-19. There are various improvements in aspect to the pricing of the raw materials and products, Amana as to adopt to generate more profit. Besides, the company has to consider selling the products and souvenirs through their company’s ecommerce websites, which will help Amana to set the prices during off-season and offer discounts to the customers during holiday season. This will help them to generate revenue and sell 100,000 units annually. 
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