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INTRODUCTION

This report tells about the performance of Amana Pvt Ltd. In the financial year 2020 and if it shows the lack of performance in the activities of the organization then give recommendation to the CEO of the company for improving the various projected activities of the business. In the second part of this report tells about the decision made by Mr Amana to improve the performance of the organization and he should setup his business in his own website or selling its product to amazon website by accepting the cost which is incurred. Now let's talk about the budget which is the very important part of the report because the interpretation of report completely based on the budget. It can be defining as to the approximation of income as well as the expenses for a specified duration of time it shows that how much a person can spend and how much it saves for specific period of time. Budgets can be prepared by anyone it involves an individual, any organization and government. It helps them to recognize that they have enough budget to spend (Loft., 2020). 

MAIN BODY

PART A 
1. Prepare the monthly control report showing original budget, flexed budget, and variances.
In this report they ask to present original budget, flexible budget and variances. Firstly, it important to know about what is monthly control budget the budget showing the information about the data of payroll activities in the organization, overhead expenses, changes in expenses and utilities. It’s important in the matter of fact which helps the entrepreneur or the leader to inspect the sample of investing of the owner which can be difficult to the organization and understand its formation. This report can also permit the high authorities of the organization to formulate the working cost of maintenance of the department and attempt to recognize the technique of how to less the cost and expenses (Golyagina., 2020).

1. Flexed budget: This budget set the performance or stages of the company basically the budget says about which does not fluctuate from the price constructs when the budget was prepared flexible budget continuously changes with firm’s disparity costs. It is also known as rolling budget it authorizes the owner to adjust with change and the benefits of flexed budget is it helps the less wastage of money more chances and fast responses to change market as well as firm conditions.
2. Original data: The budget helps in recognizing the past data of expenses as well as incomes. This budget is prepared and and the expenses are base of of it and it also help in measuring the new revenue of the organization. 

Now let's talk about the variance budget this budget is the difference of actual budget and the original budget and say about the actual position of the budget and show the area of improvement also. To know the position of the budget 2020 below table show the working of original budget, flexed budget and the variance of the budget (Kasasbeh., 2018).

	AMANA LTD

	Monthly Control Report 

	Particulars
	Original 

Budget
	Flexed 

Budget
	Variances 
	Variance (%)

	Revenue
	2500000
	1600000
	-900000
	-36.00%

	Less: Cost of Goods Sold
	800000
	840000
	40000
	5.00%

	Raw Material
	250000
	280000
	30000
	12.00%

	Direct labor
	400000
	440000
	40000
	10.00%

	Overheads
	150000
	120000
	-30000
	-20.00%

	Gross Profit
	1700000
	760000
	-940000
	-55.29%

	Less: Non- operating /  Fixed Expenses
	350000
	305000
	-45000
	-12.86%

	Warehouse rental
	200000
	170000
	-30000
	-15.00%

	Insurance
	100000
	100000
	0
	0.00%

	Full time Warehouse Supervisor salary
	50000
	35000
	-15000
	-30.00%

	Net Profit
	1350000
	455000
	-895000
	-66.30%


(2). Using the control report, analyse performance of Amana Ltd. in the financial year 2020. 
The above table show about the performance of Amana Ltd in the financial year 2020. The calculation of above show the performance of projected activity of Amana Ltd and how he comes up with the changes of flexed budget and also how it calculates the expenses and incomes of original budget and help the organization to analyse the performance of the business. Here are the certain points which determine by the company by performing the task of analysing budget. The following points are:

1. Tracking costs: This cost can be defining as the type of cost in which firm determine it spending the money and then prepare the budget in future (Ostaev., Klychova and Sokolova., 2018). It also assists the business to analyse the problems which becomes a barrier of the company while they performing the target of budgeted goals. In this report it shows clearly that all the finance related decisions company take such decisions on the yearly basis they don’t make such plans in monthly basis and it can have related to the determination of production cost, material cost and other costs which occurred while company perform the projected activities in the organization. But if it is prepared the plans of spending money its completely different as compare to the financial plan it can be prepare by the organization on monthly basis because cost can be occurred in business at any time while achieving the budgetary targets into the firm. But this monthly spending plan it helps the company to identify where the cash is more spend in a very effective way. In the company its very basic role of the owner to properly recognize the spending plan and try to reduce outflow of cash and expenditure into the firm. So, the company can spend money on necessary task rather than the wasteful activities.

2. Determine the area in which the company more spend on cost: if company wants to improve the area in which company lack and face difficult to perform the task then they have to recognize the place in which the organization spend more cost it means those activities which incurred more expenses and reduce the revenue of the company. But company can solve this problem by investing less in wasteful activities and spend on such activities only which are very important for the organization to spend and the firm can identify such task if they analyse the report correctly without having any mistake (Dierkes and Siepelmeyer., 2019).  

3. Identify the area in which more cost was incurred: company need to identify such activities in which company cost is more incurred and that will be the reason for creating the less value of revenue. So, in that case organization try to improve its cost structure and make proper plan and invest in only such activities which are useful for the organization and not create a problem for the profit of the firm.

The above figures of the table show that in some sort of area Amana Ltd company need to improve its performance like it can show that the company forecast the original budget of the financial year 2020 but company actually achieve the budget less that the original budget in some places it includes:
· In very first instance table show the revenue of the company and in original budget firms revenue is more than the actual budget of the organization so, in that case company expect more revenue in 2020 but they get less revenue now, the company need tto improve it sales as compare to more spend on expenses.

· In second instance table show that the company spend more on expenses because of this the gross profit of the company becomes less as compare to the original budget.

· In third instance it clearly sees that the revenue, gross profit is less as compared to the original budget and because of this the net profit of the financial year 2020 is also less as compared to the original budget. In 2020 firm spend more money in expenses of the company and less focus on revenue (Christ and et.al., 2018).

(3). Provide recommendations to Amana’s CEO on areas of improvement.
1. The department of the company need to increase the earnings of the organization because every organization can earn profit when they sell more and spend less on the activities into the organization. The only reason for decreasing the actual budget of the company is its less sales and high expenses which reduce the net profit of the organization.

2. Prepare a good plan for the budget: it’s very important to prepare budget in advance because before implementing any plan company need to make a good strategy and then move forward to apply such plans into the organization for achieving the budgetary goals effectively and efficiently. In the above table Amana Ltd company not prepared with the good strategy and its budgetary plan is not effective to use that's the reason company earn less profit as they expected in the financial year 2020.

3. Be prepare for the future scenarios: Every company face problem while they perform activities into the organization for achieving the budgetary goals. So, company need to prepare in advance for such obstacles which creates a problem in future for the organization and help the firm to cope up with such changes into the business (Nguyen., 2018).
PART B

1. Provide an analysis to the decision of Mr. Amana that whether he should set up his business by his own website or sell on Amazon by considering the cost which are significant.

It is observed that the business of Amana is improving speedily in the countries of Europe, US and UK. The decision to shift the business has been taken by Amana, but there are two factors for moving the business online. They are mentioned below. 

· There will be overall revenue generation of 50 %, if the parts of the businesses in Brighton, Manchester, and Birmingham are shut for the purpose of shifting the business online. In order to shift the business in online mode, there are specific fixed costs that would incur like salary for the employees who are working in information technology team, the cost associated with the delivery of goods and services, in website development and up-gradation. The guaranteed sales mentioned in the case is 100000 units on an annual basis (Lafta, Talib, and Ismael., 2019). 

Total cost that Mr. Amana has to pay is- 

Cost linked with upgrading and maintaining the website to control large volume of sales= £ 50,000


Salary of IT employee- £ 35,000 per annum


Cost incurred in the delivery of goods and services- £ 150,000


So, the total cost is evaluated at = £ 150000 + £50000 + £ 35000 = £ 235,000

· The another condition that it has is, it can pay some amount for selling its commodities and services as fulfilment fees directly through the Amazon shopping app. This will provide surety on the units of sales which is stated at 65000 on an yearly basis. The total cost that the firm will have to encounter is-

Amazon fulfilment fees = £ 50,000


Therefore, it can be analysed that the total cost incurred in both the conditions has lot of difference. The first and second factor gives the cost for £ 235000 and £ 50,000 respectively. The difference evaluated between the conditions is of £ 185000. 


Opting for the second factor will prove to be really beneficial to Mr. Amana. The reason being is that Amazon is a well- known online shopping platform and the cost that this business has to pay is less as compared to that of first one. Selling goods and services on the well- recognised platform will assists in increasing the sales and profit of the firm. Secondly, it will also help in reducing certain expenses (Wang and Niu., 2020). 

The basis that differentiate between the Amazon and setting up the online store are as follows- 
	Basis
	Amazon
	Setting up the online store

	Customer Base
	Amazon is very popular in terms of online shopping at present scenario and has great customer reach as compared to the other platforms. 
	This takes a lot of time in setting up a customer base. Because there are already so many online shopping applications. 

	Maintenance of website 
	This web application has smooth operation system and it does not need any additional maintenance. The sellers just have to pay for the cost. 
	The owner and IT programmer both will have to pay equal time i.e. for updating the goods and maintaining the website.  

	Cost factor
	The cost derived from the above case for selling goods was only £ 50,000. So this would be an appropriate option for Amana to start the online business through this channel (Alterman., 2021). 
	As the above data depicts, the total cost incurred was £ 235,000 which is more and hence inappropriate for Amana. Because it can even lead to the failure as the platform is not that known to the buyers. 

	Existing Data 
	Amazon has huge existing data base of the people who shop online because it has its operations across the globe. 
	It will be tough for Mr. Amana to get database of the customers who shops online, because it is just an start-up. 

	Trust and attention of customers
	Amazon was set-up long time ago and it has gained lot of customer's trust till date. 
	Mr. Amana will face lot of problems in gaining the trust and attention of the customers as there are so many other online platforms (Ho., 2018). 


The above stated difference helps in the following observations- 

4. Instead of creating their own website, Mr. Amana shall go for selling the products and services in a well- known online shopping application i.e. amazon. Because it will improve the sales and profitability of the business enterprise. 

5. Another reason is that, the cost incurred in going with the Amazon option is less which will help the firm to control its expenses. 

6. Third reason can be stated in terms of attention and faith. Amazon has lot of customer base which is because of the trust that it has gain from the people nationwide. So, this can be an advantage for Mr. Amana. 

Hence, it is justified that Mr. Amana shall adopt for the second option.
CONCLUSION

So, it is clear from the above report that it is very important to create a budget to plan, organize, and control the expenses and revenue of the business firm. Furthermore, budget also helps in analysing the performance of Mr. Amana for the specific period and valuable methods can be put in to control the variances. It is also clarified that cost has direct influence on the decisions that are to be taken.
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