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[bookmark: _heading=h.lnxbz9]Introduction
This report will talk about different kinds of accounting aspects of a company. In this report, the company has an original budget plan of their company and gives the actual amounts that occur in the financial year 2020. By this, it can calculate the overall performance of the company and can see if or if not the conditions are favorable towards the company. By preparing them it can be easily understood the overall performance of the company in this financial year. This is one of the important aspects that a company has to analyze to understand the overall efficiency of its production.
[bookmark: _heading=h.35nkun2]Main Body
The answers to the given questions are discussed below.
[bookmark: _heading=h.1ksv4uv]Question 1
The answers to question one are discussed below.
a) [bookmark: _heading=h.44sinio]Part 1
	Calculation of Variance

	Particulars
	The unit price for Budget
	Original budget (£)
	Actual (£)
	Variance
	Flexed Budget

	Production Units
	
	1,00,000
	80,000
	20,000
	90,000

	Selling price
	
	25
	20
	5
	22.5

	Less:- Variable Cost
	
	
	
	
	

	Materials
	2.5
	2,50,000
	2,80,000
	-30,000
	2,65,000

	Labour
	4
	4,00,000
	4,40,000
	-40,000
	4,20,000

	Overhead
	1.5
	1,50,000
	1,20,000
	30,000
	1,35,000

	Contribution
	17
	17,00,000
	7,60,000
	940,000
	12,30,000

	Total variable Cost
	25
	25,00,000
	16,00,000
	9,00,000
	20,50,000

	Fixed overheads:
	
	
	
	
	

	Warehouse rental
	
	2,00,000
	1,70,000
	30,000
	1,85,000

	Insurance
	
	1,00,000
	1,00,000
	0
	1,00,000

	Full-Time warehouse supervisor salary
	
	50,000
	35,000
	15,000
	42,500

	Total Overhead
	
	3,50,000
	3,05,000
	45,000
	3,27,500

	Net Profit
	
	13,50,000
	4,55,000
	
	-8,95,000


Table 1: Calculation of Variance
(Source:- Self Report, 2022)
The upper-mentioned table it is described the flex budget of the company, which is Amana Ltd. this kind of budget plan is made for finding the difference between the base year's production and actual profit and expenses made by a company. This is a very important aspect for a company to calculate this. By preparing this kind of table a company can understand the performance that they are making during that financial year (Myaccountingcourse, 2018). By doing this they can understand the performance that they are expecting in their current financial year and find the spaces that can be improved. 
In this case, Amana Ltd can understand their performance during this financial year. At the start, this table production united can be seen that originally they are thought to be made a production of 1,00,000 units but in actual terms, they made only 80,000 units, because of that the production variance can be seen in their company is 20,000 units.  As a result of that, the selling price of their product also dropped by 5 units, where the expected units of sales were 25 and the original units were 20 units. It can be also seen that the value of material was also increased from the actual budget. The amount that was increased was £ 30,000, which was £ 2,50,000 shown in the original budget and the amount that was shown was 2,80,000. In the labor section, the original budget shows £ 4,00,000 and the actual budget was £ 4,40,000. As a result that the marginal cost increases by £ 40,000. On the other hand, the cost of overhead was decreased from the original budget by £ 30,000. The amount shown in the contribution in the original budget was £ 17,00,000 and the amount shown in the actual budget was £ 7,60,000. Because of that, its understandable that the contribution was relatively low from the original budget. As a result of that, the total value of variable cost dropped by £ 9,00,000, where the value shown in the actual budget and original budget were £ 16,00,000 and £ 25,00,000. At this point, the flex budget shows an amount of £ 20,50,000.
On the other hand, the total amount of fixed overhead showed a decrease in the warehouse rental by £ 30,000, where the original budget shows the amount of £ 2,00,000 and the actual budget shows £ 1,70,000. Insurance amounts stayed the same in both of the budget plans, because of this the variance between them is zero. Because less portion of the warehouse was used during the financial year, the supervisor's salary was also gone down by £ 15,000, where the original budget shows an amount of £ 50,000 and the actual budget shows an amount of £ 35,000. As a result of this, it can be seen that the total amount of fixed overhead also went down by £ 45,000. At this point, the total amount of flex shown in the fixed overhead was £ 3,27,500. 
b) [bookmark: _heading=h.2jxsxqh]Part 2
	In the books of Amana Limited

	Income statement for the year 2020

	Particulars
	Amount (£)

	Sales Revenue
	25,00,000

	Variable costs
	

	Cost of materials
	2,50,000

	Cost of labor
	4,00,000

	Other overheads
	1,50,000

	The total cost of goods sold
	8,00,000

	Gross profit
	17,00,000

	Other expenses
	

	Warehouse rental Cost
	2,00,000

	Insurance expenses
	1,00,000

	warehouse supervisor salary (full-time)
	50,000

	Total fixed expenses
	3,50,000

	Net profit
	13,50,000


Table 2: Calculation of Income statement for the year
(Source:- Self Report, 2022)
The upper-mentioned table is showing the income statement of the company. By the analysis of this table, its understandable that the company is having a much higher value of net profit in their financial year than originally planned. The sales are also higher than the original plan. In the given case study the company is originally having a profit of £ 13,50,000, in their budget, and instead of that, they plan for getting a profit of £ 4,55,000 in their financial year. This amount is having a variance of £ 8,95,000. Because of this, its understandable that the company is unable to generate enough profit for its plans. It can be better understood by the below-given table.
	Gross profit margin (%)
	2020 (£)

	Gross Profit (£)
	17,00,000

	Total sales (£)
	25,00,000

	Gross profit margin (%)
	68

	Net profit margin (%)
	2020 (£)

	Net profit (£)
	1,350,000

	Total sales
	25,00,000

	Net profit margin (%)
	54


Table 3: Calculation of Gross profit and Net profit margin
(Source:- Self Report, 2022)
The upper-mentioned table shows the value of the gross profit margin and net profit margin of the company in the financial year. It can be seen that the company earned a gross profit margin of 68 percent and the net profit margin was 54 percent. A gross profit margin is a profitability showing percentage, which is showing the percentage of revenue that is excited by the cost of goods sold. It shows the percentage of profit that is earned by the sales, and after deducted by the COGS. The formula that was used for calculating was [(gross profit / total sales) * 100]  (Mukhopadhyay, 2022). On the other hand net profit margin shows the value of the percentage, which is earned from the net profit. The formula that is used for calculating this was [(net profit/sales) * 100] (Corporate Finance Institute, 2022). 
c) [bookmark: _heading=h.z337ya]Part 3
As for the company, various kinds of recommendations can be given to the company, to improve its performance. By following those recommendations the company can improve its production and other relative factors in its production system of theirs. A proper level budget plan is made for increasing the financial stability of a company. Because of this reason every company is making a budget plan. If the performance exceeds the budget plans, then the company has great financial efficiency. However, if a company is under budget. Then they have to consider improving their production and other management-related processes (Appliededucation, 2022). 
First off they have to consider their production method and find out the causes that are holding back the production from the actual planning. This can be due to various causes, like poor management systems, multi-tasking, and other various kinds of causes. In this case, it can be expected that the company has a lower production rate due to the covid-19 pandemic situation. The company also has to lower its variable expenses in that financial year. Because the selling price went down, the best course of action can be to cut down the variable expense. By doing that they can increase their percentage of earning profit. The fixed cost can not be decreased due to their nature. In a normal situation if production went up then the variable cost also increased, and if production went down then the variable expenses also went down (Corporate Finance Institute, 2022). The company also tries to make different kinds of marketing and selling strategies. Using them perfectly can increase their profitability. These kinds of approaches can be important for them to return to their financial condition and increase their efficiency (Indeed, 2022). 
[bookmark: _heading=h.3j2qqm3]Question 2
The answers to the second question are discussed below.
In this question, the company is planning to start up an online medium of selling approach for increasing their sales over time. An online approach is a very important approach during the covid-19 pandemic and after that. Because of this kind of approach many companies can effectively increase their business in those times. In this kind of approach, the company can reduce its fiscal interference with the physical stores and effectively serve its customers. It is one of the important aspects that is needed during this time. By following this type of approach a company can easily work with flexibility while staying in a remote location. Because this kind of approach can give a business an advantage to operate remote locations. This process also can be approached by every kind of person without any kind of barriers. As a result of these kinds of advantages, they can be helpful for the growth of a business and they can increase the profitability of a company.
In the given case study it can be seen that the given company has two kinds of options that can be chosen for taking their business in online mediums. One of them is setting up their website and another one is getting involved with other online retailers. The two options are discussed below.
a) [bookmark: _heading=h.1y810tw]First Option (Set up own website)
Under this decision, they will set up their online website for selling their products. The financial statement of this decision is given below.
	Mr. Amana develop his website for selling products

	Expenses
	Amount (£ )

	Setting up a new delivery network
	1,50,000

	Salary of IT programmer
	35,000

	Upgrading the website and handling the charge
	50,000

	Total expenses
	2,35,000

	Estimated Sales, Mr. Amana can get
	

	Selling price (per unit)
	20

	Total Sales amount (1,00,000 units per annum)
	20,00,000

	Net profit = Sales - expenses
	17,65,000


Table 4: Calculation of Option one
(Source:- Self Report, 2022)
The upper-mentioned table shows the value of profit that can be earned by the company by setting up its website to sell its products. It can be seen that the company has to pay an amount of  £ 1,50,000 for setting up a network. The salary for this work is £ 35,000. The handling charge for this work is £ 50,000. As a result of that, they have to pay £ 2,35,000 for the total setup. The total sales they will do by this medium is £ 20,00,000, which is almost 50 percent of their original sales. They also earned an amount of £ 17,65,000 for their profit in this approach. 
b) [bookmark: _heading=h.4i7ojhp]Second Option (Deal with online retailers)
Under this option, they are making a dealership with other online retailers for increasing their sales. In this case, they consider Amazon to sell their products. The financial statement is given below.
	Selling through Amazon

	Expenses
	Amount (£ )

	Fulfillment fees of Amazon
	50,000

	Estimated sales
	

	Unit = 65000
	

	Price per unit
	20

	Amount of sales
	13,00,000

	Net profit= Amount of Sales - Expenses
	12,50,000


Table 5: Calculation of Option two
(Source:- Self Report, 2022)
The above-given table is showing the net profit earned by the company if they sell their products through amazon. It can be seen that the company has to only pay up the amount for the fees of amazon, which is for a fulfillment cost. The amount the company has to give is £ 50,000. As a result of that, amazon can assure the sales of 65,000 units of the company's products and the selling price for that will be 20 per unit. As a result of that, they can sell their products, which are worth £ 13,00,000. Because of that, it can be seen that the company will make a profit of £ 12,50,000 in a year. 
There are various kinds of problems and benefits that have to be considered by the company before making any kinds of decisions about sales in online mediums. In both options, the company has some kinds of advantages and disadvantages (Nibusinessinfo, 2022). In the case of option one, the main problem is the high cost that is required for setting up this type of business, and after that, they also have to make expenses for maintenance and salaries for workers. However, with this method, they can earn a big amount of profit by selling more products. On the other hand, it can be seen that choosing amazon for selling their products requires a much less amount of initial investment compared to option one. However, in this method, they have a much less amount of sales and profit. 
c) [bookmark: _heading=h.2xcytpi]Recommendation
As for the recommendation, it can be seen that both of the options have their kinds of strong points and disadvantages. The company has to decide which kinds of tactics are more suitable for making their online approach. However, it can be seen that the company can stay in a much more profitable position by setting up its online web store, for selling its products. By doing this the company can easily change its approach whenever they need to. Because of that reason, it can be recommended to the company make their website for selling their products. It can increase their profitability. 
[bookmark: _heading=h.1ci93xb]Conclusion
This report concludes how the company can improve its efficiency in sales and how it can perfectly approach the online selling of its products. Calculating the difference between the budget and the actual financial statement can help understand how much difference they have from their original plan to actual expenses. It also includes the total amount of production and selling price made by the company. In this given case scenario the company is trying to sell its products in an online medium also. They wanted to make their almost fifty percent approach made in online mediums, to rival their competitors in the market. For that reason, the cost and other key points are also calculated. They also make their dealerships with different kinds of online retailers, and because of that, the rate of profit or not is also calculated in this report. 
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