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[bookmark: _Toc111074723]i) Prepare the monthly Cash Report showing original budget, flexed budget and variance
Following calculation will be based on the given information and breakdown of Mr Amana’s business product, which is a family tourist business, located in England .  the categories have been divided into two parts one for original budget and another for actual amount,
Evaluating the sales, costs and profit based on the marginal costing method (Using the original budgeting figures)
	Particulars
	Amount(£)
	Amount(£)

	Sales ( selling price * units)
	100000* £25
	2500000

	Less: Variable cost
	
	

	Materials cost  (selling units* price)
	(100000* £2.50) = 250000
	

	Labour costs
	(100000* £ 4.0)= 400000
	

	Overhead costs
	(100000* £1.50)= 150000
	

	
	
	800000

	Contribution  (sales- variable cost)
	(100000* £17)= 1700000
	1700000

	Less: Fixed overheads
	
	

	Warehouse rental 
	200,000 
	

	Insurance
	100,000
	

	Full Time warehouse supervisor salary 
	50,000
	

	
	
	350000

	Net profit (contribution - fixed overheads)
	
	1350000



Evaluating the sales, costs and profit based on the marginal costing method (Using the actual  or flexed budgeting figures)

	Particulars
	Amount(£)
	Amount(£)

	Sales ( selling price * units)
	80000* £20 = 1600000
	1600000

	Less: Variable cost
	
	

	Material cost (selling units* price)
	280000
	

	Labour cost
	440000
	

	Overhead costs
	120000
	

	
	
	840000

	Contribution  (sales- variable cost)
	
	760000

	Less: Fixed overheads
	
	

	Warehouse rental 
	170,000 
	

	Insurance
	100,000
	

	Full Time warehouse supervisor salary 
	35,000 
	

	
	
	305000

	Net profit (contribution - fixed overheads)
	
	455000



Evaluation of variance using original and flexed budget calculation

	Particulars
	Original budgeting Amount (£)
	Flexed budgeting Amount (£)
	Variance (Original - flexed) (£) 

	Sales 
	2500000
	1600000
	-900000 (Adverse)

	Less: Variable cost (expenses)
	
	
	

	Materials cost 
	250000
	280000
	-30000 ( adverse)

	Labour costs
	400000
	440000
	40000 (adverse)

	Overhead costs
	150000
	120000
	· 30000 (favourable)

	
	
	
	

	Contribution  
	1700000
	760000
	· 940000 (Adverse)

	Less: Fixed overheads (expenses)
	
	
	

	Warehouse rental 
	200,000 
	170,000 
	· 30000 (favourable)

	Insurance
	100,000
	100,000
	0 (balanced or Favourable)

	Full Time warehouse supervisor salary 
	50,000
	35,000 
	-15000 (favourable)

	Total fixed overheads
	350000
	305000
	· 45000 (favourable)

	Net profit
	1350000
	455000
	 895000 (Adverse)



[bookmark: _Toc111074724]ii) Using the above preparation of  control report, Prepare a report on Amana’s performance during the year at 2020 
From the above preparation of the control report through evaluation of sales, cost and profit of MR Amana's business which has been prepared using two budget formats to understand the difference of the business. There has been calculation made using the two budgeted figures one is original and another one is actual figure which has been considered as a flexed budget. Original budget is that budget which provides detailed information regarding the product and services. In the original budget information of the units and price will be shown to get a better understanding based on the consolidated budget (Lawinsider, 2022) ,whereas the actual budget is the budget which has been achieved by the business. However the difference of the two will be shown as variance analysis. The flexed budget is that budget which can be rewritten for the actual level of activity. It is basically rolling the actual budget over the period (Clarke and Greenwood, 2020). It is the process of adjusting the process and figure by years based on the situation and changes happened in the market which MR Amana, the owner of the business has adopted during the COVID 19 pandemic when all the business has affected and shut down due to pandemic and also by continuous restriction on movement and travel within the city and outside the country (Jasmine, 2020). This has majorly affected the business which is a travel business for tourist and tourism industry had hugely affected during the COVID 19 pandemic as the government of England had imposed prolonged restriction on the movement and travelling outside.
From the above preparation and understanding the budget evaluation of the original budget and flexed budget it can be seen that the business situation during the pandemic had badly hit in April 2020 and it showed the adverse effect for the Amana’s business in generating profit during the year . It has been seen that Amana ltd had incurred adverse effects in its sales as well as in the profit from the original budget. The actual or flexed budget of the business shows negative indication this is due to the business reducing demand of the industry as due to the political and natural causes in the world (Sponem and Lambert, 2016) .  The business has adversely affected the variable cost creating a favourable implication on the overhead cost  and in fixed cost the favourable effect on warehouse rental which has been reduced from the original and salary of the warehouse supervisor due to less revenue generating. Most businesses applying employees cut off from the business which has increased the business operational cost and that cost would affect the business profit and capital (Riadil, 2020). 
During the year 2020 the business performance of the Amana Business has degraded due to the recent pandemic covid 19. Amana Ltd is one of the successful tourism businesses which has been operating for 40 years  and gaining good profit from such travelling and tourism business . the business has several tourist spots which are the famous hotspots of the tourist and due to the dynamic nature of the tourism the business has to make contingency plan to recover which has also been distracted due to the prolong lock down (Otley, 2016) which has resulted to reduce the selling units from 100,000 to 80000 and price from £25 to £20. This downfall made a huge effect in the profit figure causing an adverse effect to the business of £ 455000 during 2020 which could be £ 1350000. This implies there was a downfall of £ 895000 in profit figures from the original budget. The variance analysis has been made based on sales, cost and profit and it has been depicted that sales and profit showed adversely affected the business whereas fixed overhead created Favourable outcome and variable cost bringing the negative or Adversely affect.
[bookmark: _Toc111074725]iii) Provide recommendations to Amana’s CEO on the area of Improvement
Based on the above report and analysis it can be recommended to Amana's business CEO that there is a good amount of reduction in the units of sales by 20000, due to the low production and increasing cost of production . Hence affected the sales unit and the price of the sales unit also reduced from £25 to £20 by £5 per unit decreased and thus this has caused the original sales of £2500000 to £1600000 decreasing of £900000 in sales. However the variable figures also seem to increase the cost which has impacted the business expenses, hence it is strongly recommended to reduce the excess cost which happens to provide an adverse effect for the business. Amana ltd has advised to reduce the labour cost, material cost which are included in the variable cost of production and business operation (Choudhari, 2018). It is important to maintain and control the cost of the business to maximise profit . Because if the cost increases it will impact or reduce the profit. however it can be said that to increase the profit the expense and sales must be increased from the above cost control report. Reduction in the contribution cost also showed an adverse effect for the business growth. 
Therefore, the overall recommendation based on the report is that Amana’s CEO must look into the cost of production, material cost , labour cost which can be controlled by cutting off and reducing the cost structure by reducing the amount which should not provide any adverse effect for the business (Alarussi and Alhaderi, 2018). Secondly, the sales unit and price needs to be increased so that cost can be covered up to generate more profit. Adverse sales and profit figures will demotivate the company’s goal and objective . Thirdly, the CEO must monitor and track the record of cost and expense of the business and must follow the rules and regulations set by the government.
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This part of the report will introduce different situational based cases when Mr Amana willing to shift his business either own online shop or sell on Amazon online selling platform. Both platforms will be shown in two different situations. Here the report will provide analysis on Mr Amana’s decision to shift in either of the two platforms, considering all the relevant costs as per research. Hence decision needs to be provided based on the two given situation analysis of Amana’s business..

[bookmark: _Toc111074728]Analysis of Mr Amana’s decision to go online and advise whether to go online or setting up with Amazon
Considering the two situation, evaluating the cost of online setting up shop (50%) of the sales will be online and other situation will be considered when Mr amana sells its product using the Amazon platform (online)
[bookmark: _Toc111074729]Situation 1: When Mr. Amana set up shop online
The following costs are as follows

	Particulars
	Amount  £

	1.Cost of setting up delivery network
	£ 150,000

	2. Cost of Upgrading current website for large sales volume
	£ 50,000

	3.  Salary of a full-time IT programmer
	£ 35,000 per annum



4. Guaranteed sales  (revenue) of 100,000 units annually based on the market research .
From the above Part A information, Considering the selling price to be £ 25 per unit
However , the Total guaranteed sales = 100,000 units * £ 25 per unit
					= £ 2,500,000
When, 50% of Mr Amana’s business sales through online and rest business sales happened offline. There have been various other factors that have been considered to make such a decision by the owner. Then the cost and expenses evaluation and profit will be shown below:

	Particulars
	Amount (£)

	Total sales 
	2,500,000

	Less: Cost of setting up delivery network (fixed)
	150000

	Less: Cost of upgrading current website for large sales volume (fixed)

	50000

	Less: salary of a full time IT programmer (Fixed cost)
	35000

	Total fixed cost 
	235000

	Net profit (Total sales - cost)
	2265000



However on the other side if the business considers only the 50% of the online sales the the profit of the business will be shown below

	Particulars
	Amount (£)

	Total sales (2,500,000 *50%)

	1250000

	Less: Cost of setting up delivery network (fixed)
	150000

	Less: Cost of upgrading current website for large sales volume (fixed)

	50000

	Less: salary of a full time IT programmer (Fixed cost)
	35000

	Total fixed cost 
	235000

	Net profit (Total sales - cost)
	1015000



Analysis
From the above situation 1, it can be understood that when Mr Amana wants to set up the business online and sells his product online by closing all the centre branches from Brighton, Birmingham city centre and Manchester city centre and move to online sales. Then the business would be incurring total sales of  £ 2,500,000, considering selling price be £ 25 per unit and the guaranteed sales units is 100,000 units annually. However apart from the sales the business also has to consider the cost to business, which is the fixed expenses which the business have to incurred to set up moving into online platform those are setting up delivery network, some of the fixed expenses are setting up delivery network, upgrading current website and salary to the IT programmer cost. All these expenses are £ 235000 which is fixed as per the market research.  Considering the total guaranteed sales of £ 2,500,000 the profit which has generated after covering the fixed cost of £ 235000 is   £ 2265000 profit annually.  However, when Mr Amana consider only 50% of sales online for the business revenue then the profit will be lower than the above and will be generated to £ 1015000 when the sales will be 50% of the guaranteed that is ( £ 2,500,000 *50%) =  £ 1250000. 

[bookmark: _Toc111074730]Situation  2: When Mr Amana’s business using the alternative to sell its products on Amazon
Then the following sales, cost and profit will be shown below

	Particulars
	Amount (£)

	Total sales (65000*  £ 25)
	1625000

	Less: Amazon fulfilment fees (fixed cost)
	50000

	Net profit (Total sales - cost)
	1575000



Analysis
In this situation 2 analysis, when Mr Amana uses the alternative selling option to Amazon platform, the business will make a guaranteed sales of 65000 units with a selling price (assumed ) to be  £ 25  which gives the total sales of £ 1625000. This is lower than the above guaranteed sales. Amazon is one of the highest selling online business platforms where the demands and sales are increased based on the sellers and product as well as the competitive price. Amazon has a huge number of competition among the sellers of the same product with the same platform. It becomes a little hard to survive with increasing competition in the business when the products are the same. To reduce the competition the business either has to lower the price from its competitors or change the product or bring new product in the platform which has demand in the market with an  innovation (Etro, 2021). The market demand for varieties of product that are used and with that if the price is low then the demand for the product in the market will be more. Amazon is a platform where business works on online sales and easy payment through offline as well as online mode (Cavallo, 2018). However it has been noticed by MR Amana that lots of its competitors moved to online sales as the majority of the customers are using online platforms in the UK, Europe and USA. This is one of the major aspects of the business to move to the online platform. Hence amazon platform can be the first choice for Amana’s Business as it is one of the popular brands and ecommerce industry in the world which has been recognised by everyone and for Amana it will be easy to trade and make business.

[bookmark: _Toc111074731]Conclusion
Considering  the above two situations of Mr Amana’s business it can bee seen that in the situation 1, the business uses all the total guaranteed sales for the business revenue along with the 50% sales through online transaction where from it can earn profit if not happened offline. Hence in the situation 1, two parts have been shown with total guaranteed sales and another one for 50% of sales through online. Hence considering the both sections in situation 1, the profit for total guaranteed sales has been generated annually at £ 2265000 profit and another part where only 50% of the sales has been considered. Here the profit has been generated annually for £ 1015000. In the next situation 2, the business selling its product using the Amazon online platform where he can generate a guaranteed sales of 65000 units which gives £ 1625000 sales  and profit after deducting the fulfilment fees of £50000. This implies that when business uses the total guaranteed sales of  £ 2,500,000 the business incur more profit that is  £ 2265000 which is than other situations. And if the business considers the 50% sales online then, Mr Amana must select situation 2 for better outcome and profit of £ 1575000 compared with £ 1015000 profit. 
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