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[bookmark: _Toc79770841]Introduction
In the write-up, the study will discuss a UK based company Amana Ltd. which is their family-owned business selling souvenirs which are situated in England. The company has few locations on tourist spots in the countries which are Manchester City, Buckingham Palace, London Bridge, etc. the company has been operating for 40 years. The study will focus on the budget generation of the company. As the company already prepared an arbitrary budget taking measures of the current situation the study will take out the new budget and analyse the company’s performance on the basis of their sales and their expenses which is incurred by them and recommend few strategies to improve the overall profitability of the company as they are already suffering from huge loss because of Covid-19 pandemic.
[bookmark: _Toc79770842]Preparation of the report of monthly control showing original budget, fixed budget and variances of Amana Ltd. In 2020
In financial accounting, a budget is a plan which gives information about the company about both financial and non-financial activities of the company. The most obvious information which it contains is the overhead and fixed costs of the company and the revenue generated from the sales of the company’s product or services of a financial year. Original Budget is the budget which the company predicted with the help of previous budgets and financial statements of the company (Holynskyy, 2017). Fixed budget is the actual cost and revenue of the company which they incurred by their financial activities. Variance is the difference between the actual budget and the budget which was predicted by the financial team of the company. Budgeting is important as it helps in creating a budget that will ensure a perfect manner of spending the money which will help in creating availability of funds whenever it is regent for the company.
Original budget:
	“Particulars”
	“Amount”
	“Amount”

	“Sales”
	“100,000*25”
	“2500000”

	“Less:
  Variable costs:”
	
	

	“Materials”
	“2,50,000”
	

	“Labour”
	“400000”
	

	“Overhead”
	“150000”
	“8,00,000”

	“Contribution”
	
	“17,00,000”

	“Fixed overheads:”
	
	

	“Warehouse   rental”
	“2,00,000”
	

	“Insurance”
	“1,00,000”
	

	“Full-Time warehouse supervisor salary”
	“50,000”
	“3,50,000”

	“Net profit”
	
	“13,50,000”


Table 1: Original budget of Amana in 2020
(Source: Created by the learner)

Fixed budget:
	“Particulars”
	Amount
	Amount

	“Sales”
	“80,000*20”
	“1600000”

	“Less: Variable costs:”
	
	

	“Materials”
	“2,80,000”
	

	“Labour”
	“440000”
	

	“Overhead”
	“120000”
	“8,40,000”

	“Contribution”
	
	7,60,000

	“Fixed overheads”
	
	

	“Warehouse rental”
	“1,70,000”
	

	“Insurance”
	“1,00,000”
	

	“Full-Time warehouse supervisor salary”
	“35,000”
	“3,05,000”

	“Net profit”
	
	“4,55,000”

	
	
	


Table 2: Fixed Budget of Amana in 2020
(Source: Created by the learner)
Variances
	“Particulars”
	Original
	Actual
	Variance

	“Sales”
	2500000
	1600000
	900000

	“Less: Variable costs:”
	
	
	

	“Materials”
	2,50,000
	2,80,000
	(30000)

	“Labour”
	400000
	440000
	(40000)

	“Overhead”
	150000
	120000
	30000

	“Contribution”
	17,00,000
	7,60,000
	940000

	“Fixed overheads”
	
	
	

	“Warehouse rental”
	2,00,000
	1,70,000
	30000

	“Insurance”
	1,00,000
	1,00,000
	            0

	“Full-Time warehouse supervisor salary”
	50,000
	35,000
	15000

	“Net profit”
	13,50,000
	4,55,000
	895000


Table 3: Variances among the original and actual budget in 2020
(Source: Created by the learner)
[bookmark: _Toc79770843]Report on Amana Ltd. performance during the year 2020
The report of the budget which the company and their financial team expected for the cost, expenses and revenues and the report which actually came have a huge variance among them. The overhead costs and expenses are more than expected which decreased the company’s revenue. The annual sales which the company predicted were £25,00,000 and the actual sales were £16,00,000 this gives a brief about the company's lack in analysing their financial capability. The company overpredicted the sales which also increased the cost such as material cost and labour cost by £30,000 and £40,000 respectively (Aburumman, 2020). However, the sales of the company are acceptable as there is already a situation of Covid-19 running throughout the world. Some business is better than no business. The contribution which can also be said as a gross profit of the organisation was very low than expected the predicted contribution is £17,00,000 and the actual contribution is 7,40,000 the difference is huge it is because the interruption of pandemic affected the company’s profitability rate drastically as the company only operated through it offline stores (Hertati et al, 2020). The fixed overheads of the company were lower than the finance team predicted because of the change in the policy of the company due to an unpredicted situation. 
Insurance is the fixed cost that will not change in any situation. It was the same as the company predicted, which was £1,00,000. There is a drastic variance between the actual and the projected net profit due to an increase in the cost and the presence of fixed cost which Amana have to pay and decrease in the sales resulting from lockdown and decrease in tourism all around the country (Qin et al, 2020).
[bookmark: _Toc79770844]Recommendation to CEO of Amana Ltd. on the various areas of improvement 
Business all over the world is affected, especially the tours and travels and industry and businesses related to them. Amana Ltd. is also affected severely and there was a huge decrease in the company’s net profit and contribution which the company expected (Crick and Crick, 2020). The business of souvenirs which the company operates does not get much attention other than the people who are interested about arts and crafts or antique things the sales of the company fell drastically with the difference of £9,00,000 this is because the company did not adapt to the changes caused by the pandemic which shows a little bit of carelessness of the management and the sales team. The company can overcome this carelessness by making strict rules and regulations regarding the analysis and adaptation of the current market trends and directing the marketing team to make new and effective strategies to increase the sales of the company and cope up with the losses of the pandemic (Rangarajan et al, 2021). 
The variable cost of the company increased because of poor cost management of the company. The overhead and material cost of the company increased but the sales decreased which shows the company is unable to use the resources of the company fully and generate profit from it. The company can decrease the cost of materials as the sales of the company is low and an increase in cost will only affect the company’s profitability (idewele et al, 2021). Due to this, the contribution of the company falls from £17,00,000 to 7,40,000. The company has to take things seriously and change their strategies according to it. The fixed cost of the company was lower than predicted which gave a relief to the company because of the change in the policy due to Covid-19. 
Overall, there was a huge difference in the company’s net profit. Incurring the maximum cost and providing the required materials still the company was not able to generate the sales resulting in a drastic decrease in the net profit with a difference of £8,95,000. To overcome the losses and increase the profitability of the company to run ahead of its competitors the company has to change the decision making and strategies regarding it. The changes which Amana should make as the company only operates through their offline stores is the best time to shift to E-commerce websites such as Amazon or eBay or the company should open their personal websites for sales as there is a drastic increase in the E-commerce sector around the globe. The company should focus on Prioritize Sales Coaching and Training as this is the best way to boost the sales as proper training will increase the knowledge about different things and how to adapt the changes and make strategies according to it (Schaltegger, 2020). Lean on Data is the strategy which companies should focus on because data gives the exact scenario and helps in making accurate budgets and strategies according to it.
[bookmark: _Toc79770845]Conclusion
The study was based on the variances of the original and differences in the budget of the Amana. The study gave an overview of the company and its financial activities and discussed the budget and its importance in financial accounting. The company predicted a budget of the company’s financial activities for the year 2020 which was not the exact cost the company incurred. There was a huge difference between the contribution and the net profit of the original and the actual budget of the company as the Covid-19 pandemic affected the tourism industry drastically. Taking the measures of Covid-19 and the policy regarding it the company has to change the decision making and strategies of the company to increase the sales and profitability of the company and run ahead among their competitors.

[bookmark: _Toc79770846]Part 2
[bookmark: _Toc79770847]Introduction
In the report, the study will analyse a tourist business which is located in England Amana’s. The finance management team of the company prepared a report and monthly budget to overcome the effects of the Covid-19 pandemic on their business. As the market of the offline business is going down Amana’s decided to shift online, so the study will analyse the decision of the CEO of Amana’s and their financial team will help the company to increase the profitability and reach on the top among their competitors. The study will also recommend some strategies for cost reduction and help them in decision making from going to amazon or owning an online shop.
[bookmark: _Toc79770848]Overview of case study
The study is about a tourist business located in England named Amana’s which also sells souvenirs manufactured by Chinese Manufacturers. As the current situation of Covid-19 is all around the globe the pandemic lockdown affected the business of the company. To overcome the losses caused by Covid-19 and run ahead of their competitors, the CEO and the financial team of the company decided to move their shop from offline stores to online to attract and engage more customers with their products (Camilleri, 2018). The company made a report on the cost and expenses which will be engaged while making an online portal for 50% of the product of their own shop or shifting to Amazon. The financial team of the company is confused as the cost of making a new online portal for 50% is high and shifting to Amazon will cost less to the company. 
[bookmark: _Toc79770849]Analysis of Mr Amana’s decision
To overcome the losses of the Covid-19 and increase the profitability of their company, the Amana’s have taken a perfect decision as the online sales are increasing, where the forecaster expected an increase at 62% the digital buyer’s penetration surpassed 65% with over 1.5 billion buyers worldwide (Statista, 2021). Online platforms help many startups and businesses to reach a higher position and get known among customers worldwide. There are manypositiveimpacts of online sales from E-commercial sites without Amazon platform that it gives the company to give access to the global market easily as most entrepreneurs sell through their personal online portals, it reduces the overhead and unnecessary costs which the company can use in increasing their growth and invest in better marketing plans and strategies through their e-commercial site. There are many negativeimpacts of E-commercial sites also some of them is that there is a chance of low security and fraud as it can affect the goodwill of the business and customer’s trust as gaining the consumer’s trust in the business is a huge task as people trust is downgraded because of online frauds and scams by scammers (Kaushik et al, 2018).
And as the Amana’s are thinking to make their presence in the Amazon there are both positive and negativeimpacts for the same. The positive impact of using Amazon as an online retail shop is that the cost of selling, advertising and managing falls down at a good rate which helps the company to increase their manufacturing quantity which will increase their sales and overall profitability. The consumer base of Amazon is huge and they recommend new products to the consumer on their front page which can help Amana’s to sell their unique souvenirs and increase the name of their company and reach among customers. The negative impact of selling on Amazon is that the issues regarding legal things affect the sales of the company (Li and Liaw, 2017). Getting a grip on e-commerce websites with the law can be a challenge for the company and plan the strategies according to the law with the rights of consumers attached to the product. If the e-commerce websites increase the sales, however, they increase the advertising costs of the company as people focus very little on the new things which will increase the budget.
[bookmark: _Toc79770850]Recommendation to go on Amazon or own E-commercial shop
The decision of Amana’s company to continue their sales of souvenirs on E-commercial sites is correct. The financial department of the company prepared a report of costs and expenses that will be incurred on Amazon and its own online portal for the company. The costs which will be incurred while opening their own website portals are high as the cost of delivery networks is £150,000 and cost of upgrading the website and handle the sales at a large value is £50,000 and to manage the websites and all issues regarding the IT and programming the company to have to appoint a programmer with a salary of £35,000. The recent analysis examined by the management team of Amana’s stated that there will be guaranteed sales of 100,000 units annually which will increase the profitability of the company. The cost on Amazon is very low as they just require fulfilment fees which is £50,000 and guarantee sales of 65,000 units annually which is 35% lower than the personal e-commerce websites but it also decreases the cost by £185,000 which is huge. So the right decision for the company is to begin their sales through Amazon only as they are already under the burden of losses due to Covid-19 and the increase of cost can impact the profitability drastically (Kim, 2020). 
So to continue with amazon the company will be able to increase its reach and goodwill among customers which Amana’s can take advantage of later. After the company increases its reach among amazon customers they can think of shifting to personal websites as the losses will be recovered and will be able to afford the expenses. Overall, the decision of shifting online the company should focus on Amazon (Swedaha and Dubey, 2018).
[bookmark: _Toc79770851]Conclusion
The above study gave a brief about the company's decision of selling their souvenirs online, the company was confused about needing help regarding making their own e-commerce websites or begin the online sales with Amazon. By analysing and studying the report which the finance department of the company made about the cost and expenses which will be incurred on shifting to personal websites or Amazon. It was examined that the company should start their online sales journey as personal websites will need a huge maintenance cost and continuing with Amazon will decrease the cost comparison as the Amana’s have to focus on cost reduction because of the losses which are already there due to Covid-19.
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