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INTRODUCTION 
A budget is an estimate of expenditure and revenue over the future period which is made on the basis of part performance and results for the organisation. The main purpose of preparation of budget is to evaluate the actual performance of the entity over the budget’s figures and any variation between them will be considered as variances that can be favourable or unfavourable. The results so obtained will be analysed to find out the reason of unfavourable figure arrived in the financial statement of the reporting period. In this report monthly control budgets have been prepared on the basis of given set of data of Amana Ltd which is engaged in tourism industry and such budget have been prepared using the original budget. In this report the performance of Amana ltd has been analysed during Pandemic and appropriate suggestions has been made to them in 0rder to improve their productivity (Arapis and Bowling, 2020).
TASK
PART A

1.Preparation of monthly control report along with original budget, flexible budget, and     variances:

· Monthly Control Report: Monthly control report are business performance reports which are prepared by the internal management of the organisation and these reports are relating various department of the entity such as payroll, various utilities, revenue and so on. The advantage of preparation of this report is such that it allows the management to examine the office and operating expenses by comparing the trend in such cost and if any deviation arises then what are causes for that (Eckhard, Patz, and Schmidt, 2019).

· Flexible Budget: It is the budget which is adjusted according to the level of production and various processes. Flexible budget can be used as the benchmark by setting out multiple expenditure with different activity level and it helps the management to compare the actual cost that has been incurred for that particular level of activity.
· Original Budget: It is more detailed, forward thinking combined budgets with respect to borrowers and underwriters consist of first 2 years considering the date of contract which includes the revenue statement, Balance Sheet and statement of cash flow thereunder.

· Budget Variance: It simply means the deviation between the budget and actual results which can be in favor of the entity or against it if budget is considered to be the  base of carrying out the expenditure and generating incomes. 
	AMANA LTD

	Monthly Control Report

	Particulars
	Original Budget
	Flexed Budget
	Variances
	Variance (%)

	Sales
	2500000
	1600000
	-900000
	-36.00%

	Less: Cost of Goods Sold
	800000
	840000
	40000
	5.00%

	Raw Material Cost
	250000
	280000
	30000
	12.00%

	Direct labor Cost
	400000
	440000
	40000
	10.00%

	Overheads Cost
	150000
	120000
	-30000
	-20.00%

	Gross Margins
	1700000
	760000
	-940000
	-55.29%

	Less: Operating Expenses
	350000
	305000
	-45000
	-12.86%

	Rent of the Warehouse
	200000
	170000
	-30000
	-15.00%

	Insurance Paid
	100000
	100000
	0
	0.00%

	Salary of Warehouse Supervisor
	50000
	35000
	-15000
	-30.00%

	Net Margins
	1350000
	455000
	-895000
	-66.30%


2. Report on Performance of Amana during the year 2020:

Considering the above control report of Amana, the performance of the entity is justifying on the basis of following points: -
· It is important for the entity to monitor the expenses they have incurred during the financial year and it is possible with the help of budgets can will work as a base in evaluating the performance that whether it is favourable or adverse. Further helps corporate to ensure that goals and objective they have put into in the beginning are achieved or not and if not, then what are the reasons for the same. If the variance in performance has been scheduled properly then budgeted reports will get justified which helps in identifying the variances and eliminating them at the management level more appropriately (Eftekhar, Jeannette Song, and Webster, 2022).  
· Budget helps in identification of those categories of expenses which are not contributing to profits of the entity and that must be eliminated accordingly so that cost can be reduced.
· Those business processes which requires funds to develop are identified with the help of budgets so that funds can be transfer to them that will ultimately contributes to business growth in future years.
The report mentioned above shows that more attention must be give towards the raw material and direct labour cost incurred by the entity along with their revenues so that Amana ltd productivity and efficiency gets improved and provides them competitive edge as compared to their competitors: -
· The labour cost that has been incurred is over the budget by £ 40,000 which needs to be monitor because increased in labour cost with not increase in the production creates the question mark on productivity of the business. If the quantities are not produced with its maximum capacity, then higher payment to labour is not worthwhile for the business (Faragardi, Sedghpour, and Rasouli, 2019).  
· The gross margins are not meeting the expected and they are lower by 55.29 % when they are compared to budgeted figures which simply shows that ratio between direct expenses and revenue, they are generating is not matching the level which is expected from them. So, it is important for them to give more focus towards the cost of expenses they are incurring and must curtain down the unnecessary cost. 
· After analysing the fixed overhead, the performance of Amana is better as they have restricted the cost towards warehouse rental, insurance cost, payment towards salary to warehouse keeper etc to a low level compare to budgets they have made. 

· The net profit margin of the entity is lessor by 66.30 % as compare to budget estimates and it must take care with because if the budgeting volumes are not achieved then survival of the entity becomes tough considering the market needs and competition. The earning capacity of the corporate decides the future and accordingly the corporation gets growth in business and if targets profits are not meet out then entity will not be able to meet out its operational cost during the long run (France-Mensah and O’Brien, 2018).
From the above point of discussion, the final words can be made that entity should focus on reducing their operating expenses in order to enhance their profits and must focus on enhancing the productivity on the large scale so that demand meets accordingly and sales volume get enhanced.
3. Recommendation on Amana CEO with respect to areas of improvement:

The following suggestion has been given to the CEO based on above performance report:
· In order to increase the sales volume, the business concern must focus on increasing their manufacturing outputs by increasing the unit facility so that production will boost up and if they match the demand accordingly then sales volume got jumped. Further if demand of the goods and services is high then price rise also influence the sales volume accordingly considering all associated costs involved in making the product. It is necessary for the enterprise to develop the surfeit in budget implementation so that improvement can be measured accordingly (Jiang, Ma, and Yang, 2021).
· The cost of material cost is higher as compared to budget which signifies that waste material cost is also included in the final product. It is the duty of top management to reduce the wastage takes place in raw material so that final product cost not get enhanced that ultimately affects the choice of buyer towards the product and services.
· The labor cost is directly dependent upon the units produced as higher unit production will reduce the cost per unit involved in such production and labor must be paid accordingly to work done by them so that extra cost involved gets eliminated accordingly. 
PART B

Reasons for Amana decision to go for online business along with suggestions that whether they should go for their own website or use Amazon facility:
The rivals of Mr. Amana's business-related activities are growing on rapid scale through online sources in many nations such as U.S., Europe and UK. It has further decided to modify its commercial enterprise on online platforms and the two alternatives of shifting online are stated below:

· By shutting down the branches of Birmingham, Manchester and Brighton and moving the sales online at 50%. For such definite fixed costs well be taken in consideration for example the delivery network related work, expenses incurred in process of up gradation of websites, earnings of an IT programmer. Whereas it gives assurance of 100000 units of gross sales on a yearly basis (Kolsarici, Vakratsas, and Naik, 2020). 
Hence, Mr. Amana has to cover a total cost of:

Expenses incurred in process of up-gradation related to existing website for handling sales at a larger scale = £50,000

Income of a full time IT programmer = £35,000 per annum

Expenditure in setting up delivery network = £15,000
Total expense incurred = 35000 + 50000 + 150000 = £2,35,000

· It also has another alternative available that states sale of commodities and products directly on online sites such as Amazon and pay its expenses related to fulfilment fees. It further, gives a secured sales of 65000 units on a yearly base and thus by raising the need of its goods. 
In such situation total expense that will take place is:
Amazon fulfilment cost = £50,000

Hence, planning and developing its own online platform will prove to be more costly, that is a big difference stated as £1,85,000.

Amazon is a well-known brand name and a big platform. It has a large consumer base. Therefore, it is more favourable to process selling on Amazon rather than selecting any other option i.e., own website. The reason behind an entrepreneur's decision is that if it goes for developing its own website it would consume more time and costs as well (Mourre, Poissonnier, and Lausegger, 2019). 
Difference between setting up online store and Selling through Amazon site:
	Basis
	Amazon
	Online Store Set up

	Scope
	The customer base of such an online platform is in higher number covering around 45 % of the revenue from the whole market sales of the online platform in today’s time.
	Since the competition is very high and for the new entity in order to maintain and run their business it is important to generate break even sales so that business will run continuously.

	Administration
	Amazon is becoming the household name and it only require the cost of maintaining he website and those sellers who wants to sell their product by using such a platform need to pay the margin accordingly (Rizvi and Ramesh, 2020).
	The administration is under the direct control of the owners and he will be responsible for running the website cost and regular updating the goods and services available on their platform. Further the site maintenance cost and their regular preservation on timely interval is the responsibility of business owner itself.

	Ownership
	The Cost involved in the products and services that are offered together with designing the page is not the responsibility of the seller who are using such platform.
	The designing page of the website along with including and eliminating any product and services from the portal is under direct supervision of the owner itself and he can manage it according to his taste and needs.

	Budget
	In order to sell the product on using the amazon platform the cost that has to incurred is £ 50,000 which is very low as compare to creating the own website and selling from there which require higher amount of investment. 
	The budget cost which required to create the own website to sell the products and services is around £ 235,000 that is much higher along with this maintenance cost has to be incurred regularly.

	Information
	The information network is huge as high amount of customer use the portal to purchase the goods and services on daily basis (Rubin and Bartle, 2021).
	At the initial stage the information collection relating to customer requires time and energy as they need to start initially and collecting the information relating to customers requires time.

	Defence
	Amazon has created its brand value itself and selling the products using their products helps in maintaining the brand value for the small vendors and along with this their customer base will also maintain as people trust them as a safe and loyal online platform.
	They do not have any defence mechanism at the initial stage because they have to create their own value and goodwill in the market so that customer can trust them from the scratch.

	Controller
	The Pricing and return policy are automatically governed based on the demand, supply and availability of the goods and services.
	If the own website has been created to sell the goods, then pricing policy and their regularization are completely in the hands of the senior management. They need to ensure that what will the product price and in what time they need a change to retain the customer (Sour, 2020).


On the basis of differentiation that has been explained above the following interpretation can be drawn: -
· If the entity goes for developing their own website, then it will require more funds and time and further it does not provide any security for the business to succeed on nor. However, if the funds are invested in amazon, then the entity will safely operate their business.
· However, if the goods are sold from using the own platform, then there is an assured sales higher by 35000 units as compared to using the amazon platform that simply concludes that using the own website will generate higher amount of revenue to if costing becomes higher upon it (Terpan and Saurugger, 2021).
· Amana ltd if used the platform of amazon then they cannot control the prices of the products offered on portal but they have such power and authority if they develop their own website to sell their products and services.
· The cost relating to maintenance of the website will be carried by amazon itself if they opt of using their platform instead of developing their own.
After considering all the point above the final interpretation that can be suggested to Amana Ltd is that to go to develop their own website to sell the goods and services instead of using the platform of Amazon as creates, they own customer base over the period of time. Further they can control the prices they offered along with this they have the management power of the website (Watanabe, da Silva, and Nagata, 2020).
CONCLUSION 
From the above prepared report, it can be interpreted and concluded that there is always a need of budget in any every type of organisation whether small or large. It is thus necessary for every business to plan in advance what would be helpful and serve as a tool for better functioning & running of organisations. It takes in account flexible budgets, original budgets and variances as well. The report further provides recommendations as well that would help the company to decide which would be fruitful measure and method. It helps the organisation to choose among the various alternatives available and allocate scarce resources at best possible places. It takes in account several conditions and situations that might affect performance and working of firm in business environment. It helps to perform comparison between the two platforms and give efficient results as well that would contribute in reduced risk and costs as well.
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