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Monthly Control report  of Amana Ltd. 
	Flexible Budget

	 
	Original Budget (£)
	Actual Budget (£)
	Variance (£)
	F/U

	Units
	100000
	80000
	20000
	F

	Selling Price
	25
	20
	5
	F

	Sales
	2500000
	1600000
	900000
	F

	Variable Cost:
	 
	 
	 
	 

	Materials
	250000
	280000
	-30000
	U

	Labour
	400000
	440000
	-40000
	U

	Overhead
	150000
	120000
	30000
	F

	Contribution
	1700000
	760000
	940000
	F

	Fixed Overheads:
	 
	 
	 
	 

	Warehouse Rental
	200000
	170000
	30000
	F

	Insurance
	100000
	100000
	0
	Nil

	Fulltime warehouse supervisor salary
	50000
	35000
	15000
	F

	Profit
	1350000
	455000
	895000
	F



Performance report of Amana Ltd. 
Budgets are of two categories, flexible and fixed budgets. Fixed budgets cannot be altered once formulated; however, alterations can be made in the flexible budgets of the company. Budgeted information is needed for formulating various types of decisions in business. If budgeted information is not available to the business managers then it becomes managers of the company to develop effective strategies. One of the benefits of flexible budgets is that it is more accurately able to reflect the financial position of the company (Kartechina et al,2020).
Variance is defined as the difference between budgeted and actual figures. Variance analysis can also be defined as study of deviations of forecasted and actual behaviour.  This is concerned with how entity performance is being impacted by internal and external factors. If actual expenses of the company are higher then it is considered as an unfavourable situation for the company.  There are several ways to compute variances in such as Labour efficiency variance, purchase price variance, material yield variance, variable overhead efficiency variance and fixed overhead spending variance. 
Budgeted units of company were 10000 while its selling prices were 25. Total amount of sales is computed as 2500000. For computing total sales, count of units are multiplied by per unit selling price. In actual terms company was only able to produce 8000 units and selling price, in this case, is 20 per unit so total sales, in this case, is calculated as 1600000.  There is variance of  20000 in the production unit 900000 in the total amount of sales. This difference can be considered as favorable as budgeted figures are higher then actual figures. Both fixed and variable costs are incurred in the business (Kartechina et al,2020).The amount of fixed costs is fixed in nature. These will be incurred even if production is zero. However, variable costs vary with the unit of production. Alterations in production units will have an impact on the variable cost.  Variable costs are mainly divided into three categories i.e., materials, labour and overheads. Contribution is calculated by subtracting variable costs from total sales. And by subtracting fixed costs from contribution, the amount of profit can be computed. 
Actual amount that is spend on material is higher then budgeted amount. This indicates that proper planning was not done at the time of formulating budgets. This has created a variation of 30000 in the budget. Reason for this can be identified by conducting variance analysis.  Also this type of change is covered in the category of unfavourable change as actual figures are higher then budgeted figures (Bragg, 2021).
After analysing statements it can be said that overall cost of the company was in control as entity was not able to sell much units in the market. This can be considered as favourable situation for the company. Fixed cost of the company was also lower then overall variable cost. This can results in increasing profit margin of the company. It is advisable to company to tie up with different types of manufactures so that its production costs can be reduced.  
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	Budget for sales online

	 
	Project 1
	Project 2

	 
	Online Sale
	Amazon Sale

	Selling units
	100000
	65000

	Cost of setting up delivery network
	150000
	0

	Website Maintenance Charge
	50000
	0

	Salary of IT Programmer
	35000
	0

	Amazon Fees
	0
	50000

	Total Cost
	235000
	50000

	Cost per unit (Total Cost/Units)
	2.35
	0.77



Above table reflects cost incurred in two different options available to business owner. Sales can be done in two ways in the market. Either through online medium or through offline medium. Cost and profit of both these medium differs from each other. It is the responsibility of business manager to chose suitable option from the available option. In this particular scenario owner of Amana Ltd planning to shift its business from online mode to offline mode. Selling souveniers to tourists is considered as main product line of company (Bragg, 2021). 
Selling units in both the segments differs from each other. In the online sales it is 10000 units while in the Amazon sales it is 65000 units. Inventory cost is not present in Amazon sales as it is not required to be maintained. Stock is not required to be kept. This is considered as one of the best advantage of online sales. Fees an charges are applicable in case of amazon sales and these are included in total cost of product. After adding all the relevant costs, total cost of the product is to be computed. If these costs are not taken into consideration then it becomes difficult to compute total cost of product. Company should focus on implementing different types of marketing strategies which will helps in increasing sales of its product in the maket. There should be variations in the marketing strategies which are implemented for existing customers as compared to marketing strategies which are implemented for new customers. 
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