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Executive Summary
Part A of this report has discussed the monthly control report and measure financial performance of Amana Ltd in the present environment. It is recommended that the company should adopt pricing strategy and control strategy to improve financial operation. Part B of the report has been described two options for Mr. Amana, one is developing official platforms and another one is products selling through Amazon. Four recommendations for the owner have been provided in this report. The conclusion part highlights the key points of the report.


Table of Contents
Introduction	4
Part A	4
(i) Preparation of Monthly control report showing flexed budget, variance, and original budget	4
(ii) Report of Amana’s Performance	7
(iii) Recommendation to CEO on area of improvement	7
Part B	9
Option 1: New Website Creation	9
Option 2: Products selling through a different website (Amazon)	10
Recommendations	11
Conclusion	12
Reference List	13




[bookmark: _Toc110912880]Introduction
Performance evaluation is one of the major tasks for the CEO of an organization in order to get an idea about the internal operation of the business more effectively. A control report has been prepared to improve the performance parameter of the business operation in the current environment.  In order to improve the decision-making process and organizational stability, control report and performance management is necessary for the business. This report has been prepared to control the flow of cash in the business operation and enhance the growth potentiality of Amana Plc. The first part is about the development of the control report and evaluates the performance as per the control report to provide a recommendation for improvement. 
[bookmark: _Toc110912881]Part A
[bookmark: _Toc110912882](i) Preparation of Monthly control report showing flexed budget, variance, and original budget
As per the statement of Radu (2013), the control report is the performance management matrix that can be used to improve the decision-making process for the management to control the flow of money effectively. Control reports can be used to make the potential growth and performance management operation of the firm effective. This type of report has been prepared to make futuristic decisions in the business operation and increase the growth potentiality eventually. This report is a future-oriented report which can assist the management of the business to make effective financial decisions making eventually. In order to make an effective plan in the business operation, a monthly control report can be used by the management of the company. 
A monthly control report refers to the financial report that is used to record the expected flow of accounting transaction in the business operation in the current environment. All the accounting transaction has been recorded under the control report on a monthly basis in order to get an idea about the potential growth and managerial operation of the firm. The investment decision, operational decision, and production decision-making of Amana Ltd are highly dependent on the monthly control report. Flexed Budget, Original budget, and variance analysis methods have been used to predict the future performance of the business effectively. The original budget has been prepared to identify the expected profitability from the business operation along with the expected cost and revenue in the business operation. Flexed Budget has been prepared to measure the current performance of the business to evaluate the actual flow of the business more effectively (De Bruin, 2014). Flexed budget can be used to measure the actual outcome of the business operation in the current environment. Finally, variance analysis methods have been used to monitor the performance of the firm by recognizing the differences between the actual flow and expected flow in the business operation. In the case of Amana Ltd, variance calculation has been made by recognizing the differences between the flexed budget and the original budget of the business operation.

Original Budget Preparation: 
In the case of preparation of the original budget, expected numbers of unit sales and expected selling price per unit has been taken under consideration for the evaluation of the sales revenue. In this budget, all the value has been predicted based on the behavioral operation of the economy. The financial goal of the organization is to achieve the original budget and improve financial performance. 
	Preparation of the Original budget for Amana Ltd.

	Items
	Amount

	Units
	100,000

	Selling price
	25

	Sales Revenue
	 2,500,000.00 

	Variable Costs
	 

	Materials
	    250,000.00 

	Labours
	    400,000.00 

	Overheads
	    150,000.00 

	Total variable Costs
	    800,000.00 

	Contribution
	 1,700,000.00 

	Fixed Overheads
	 

	Warehouse rental
	200,000

	Insurance
	100,000

	Supervisor Salary
	50,000

	Total Fixed Costs
	350,000

	Net profit
	 1,350,000.00 


Table 1: Amana’s Original Budget preparation
(Source: Author)


Flexed Budget Preparation:
In the preparation of the flexed budget, all the actual value has been taken under consideration for the evaluation. Actual selling units and actual selling price has been taken under consideration in the calculation of revenue into the flexed budget. Actual financial records can be found by using the flexed budget. 
	Preparation of Flexed Budget for Amana Ltd.

	Items
	Amount

	Units
	80,000

	Selling price
	20

	Sales Revenue
	 1,600,000.00 

	Variable Costs
	 

	Materials
	280,000

	Labours
	440,000

	Overheads
	120,000

	Total variable Costs
	840,000

	Contribution
	    760,000.00 

	Fixed Overheads
	 

	Warehouse rental
	170,000

	Insurance
	100,000

	Supervisor Salary
	35,000

	Total Fixed Costs
	305,000

	Net profit
	    455,000.00 


Table 2: Amana’s Flexed Budget preparation
(Source: Author)


Variance Analyses:
Variance analyses are the financial assessment used to illustrate the financial or economic performance of the business in the current environment. Changes in the accounting records between the actual and budgeted amounts can be found by using the variance analyses effectively. Variance calculation of Amana Ltd has been made in the following section of the report
[bookmark: _GoBack]
	Preparation of the Variance Analyses Report for Amana Ltd.

	Items
	Budgeted
	Actual
	Variance

	Units
	100,000
	80,000
	20,000

	Selling price
	25
	20
	5

	Sales Revenue
	   2,500,000.00 
	 1,600,000.00 
	     -900,000.00 

	Variable Costs
	 
	 
	 

	Materials
	      250,000.00 
	    280,000.00 
	       -30,000.00 

	Labours
	      400,000.00 
	    440,000.00 
	       -40,000.00 

	Overheads
	      150,000.00 
	    120,000.00 
	         30,000.00 

	Total variable Costs
	      800,000.00 
	    840,000.00 
	       -40,000.00 

	Contribution
	   1,700,000.00 
	    760,000.00 
	       940,000.00 

	Fixed Overheads
	 
	 
	 

	Warehouse rental
	      200,000.00 
	170,000
	         30,000.00 

	Insurance
	      100,000.00 
	100,000
	                     -   

	Supervisor Salary
	        50,000.00 
	35,000
	         15,000.00 

	Total Fixed Costs
	      350,000.00 
	305,000
	         45,000.00 

	Net profit
	   1,350,000.00 
	    455,000.00 
	       895,000.00 


Table 3: Amana’s Variance analyses
(Source: Author)
[bookmark: _Toc110912883](ii) Report of Amana’s Performance
From the interpretation of the monthly control report, it can be stated that the current financial performance of Amana Ltd is not effective due to a lack of profitability and higher cost allocation. It can be identified that the company is unable to achieve the targeted mark effective from the beginning of the operation. The monthly control report shows differences between the original budget and Flexed Budget in the business operation which is not effective from the performance parameter of the firm. As per the Control Report, the Budget net profit of Amana Ltd was 1,350,000 which is 3 times higher than the flexed budget of 455,000. Here, variance analyses can be identified with the value of 895,000. Negative variance can be seen for the net profit as the company is unable to achieve the projected amount. It has also been seen that the company was unable to achieve the budgeted sales unit even after the reduction of the sales price per unit from 25 to 20. It has also been identified that cost of the business has increased compared to the budgeted amount which resulted in a negative variance for the business. Here, a lack of pricing strategy and lack of cost management operation can be seen in the business operation. Due to a lack of cost management strategy, the company is unable to control the cost flow in the business and improve operational stability. 
Following the variance analyses, it has also identified that the company was unable to predict the fixed cost effectiveness which indicates the lack of efficiency in the preparation of the control report for the business. As per data it is seen that expected fixed costs for Amana Ltd was 350,000 which is lower in Flexed budget with 305,000. It is a good sign for the business hence it also indicates to the lack of capability to predict the cash flow in the business operation. 
[bookmark: _Toc110912884](iii) Recommendation to CEO on area of improvement
Inventory management:
The inventory system of Amana Ltd. needs significant improvement. According to organisational function, it is evident that the corporation is now having trouble controlling the distribution of resources and managing the level of goods in the company's operations. Warehouse overflow as a result of poor managing inventory has made it difficult for the company to regulate costs. A failure of supervision of the inventory flow in the company can be evident in higher operating costs in the company's business operations. In light of the evaluation, it is advised that Amana Ltd.'s CEO or administration concentrate on inventory management operations and cut back on superfluous expenses.
Advertising strategy:
Revenue recognition is one of the main problems the firm is now facing. It is evident that the business was unable to attract the vast client base that was anticipated, which had a detrimental impact on the business's revenue. In the context of present business climate, the corporation should concentrate on developing its advertising strategy in order to increase customer base proportions more successfully. The use of a digital advertising approach by Amana Ltd will help the company better segment its customer base and increase revenue recognition.
Pricing Strategy:
One significant issue that has been observed in Amana Ltd.'s commercial operations is an absence of a pricing structure. According to the assessment, it appears that the corporation cut the price of the item to $25 when, in reality, the cost of the product was established as $20 for each unit. Therefore, it is clear that the company is using an ineffective pricing approach, which has ultimately hurt the firm's productivity. For the growth of the income and client base in the actual operation, the business should enhance its pricing structure.

[bookmark: _Toc110866503][bookmark: _Toc110912885]Part B
Part B has described the online and offline product selling strategy of the company. In the era of technology, online platforms need to be focused on by the management team of the company. As per the observation of Mr. Amana company' the product selling ratio is highest in the USA, Europe and UK. moreover, maximum products of the company have been sold on the online platforms of the company (Carlson, Wimer, & Haskins, 2022) So the company needs to focus on several aspects of the development of online platforms. The reason for selecting online platforms for further product promotion and product selling in the modern era is very essential due to changing market trends. Moreover, especially after the pandemic situation, the ground of online platform development becomes very important. As Mr. Amana’s vision is to develop a long-term business strategy to handle the upcoming risks as any pandemic-like situation arrived. 
As per the information of the company and other companies, a summary of the online cost structure with Mr. Amana’s company and other companies has been done. The long-term vision of the company is to sell 60% products on online platforms. Moreover, another vision of the company is to shift their focus from the European market to the Asian and African Market. The strategy of Mr Amana is to follow two types of marketing strategies: developing their official websites and selling their products on different websites.
[bookmark: _Toc110866504][bookmark: _Toc110912886]Option 1: New Website Creation
The first option for the company is to develop a new website by the technical team of the company. As per the provided information, the probable cost of network development is 150,000 pounds. The purpose of setting up a new network is to improve the selling percentage of the company per year. Another reason for developing new websites is to handle a huge volume of products. The amount of these products is 50,000 pounds per year. Official websites help to fast the process. 
	Total expenses 
	Amount 

	Development of a new network 
	15,00,00

	Monthly salary and  increment of the Information programmer
	35,000+ 12% increment

	Maintaining charge of the official websites
	50,00,00

	Total cost
	235,000

	Amount Mr Amana can get
	

	Units
	1,00,000

	Product selling price
	22

	The total amount of products sales by the company
	2,00,00,00

	Net profit of the company
	1,74,00,00


Table 1: First option available for Mr. Amana
(Source: Created by the learner)
As per the first table, the total cost of the company including monthly salary, increment and net profit of the company is 2,34,566. The company needs to focus on the selling price and proper investment in different sectors. The first option is good for Mr. Amana as the net profit of the organization is good. But the owner needs to further focus on the second option for a better future for the company.
[bookmark: _Toc110866505][bookmark: _Toc110912887]Option 2: Products selling through a different website (Amazon)
The second option available for Mr. Amana is selling their products through paid websites like Amazon. A comparison of different marketing and product promotion strategy has been done which reflect that the profit percentage of the company is huge in this case. The reason for selecting a paid website is as the company launch their products in the new market (Asia and Africa). Pairing with Amazon supports Mr. Amana to understand the new market, purchasing trends of the customers, and product acceptability for future development.

	Total cost 
	Amount 

	Total fulfilment of Amazon
	

	Possible cost
	50,000

	Unit = 65,000
	

	Price per unit
	20

	Sales amount
	135,000,00

	Net Profit= net profit-expenses
	125,00,00



Table 2: The second option for Mr. Amana
(Source: Created by the learner)
The reason for the second option is the best option for the owner. Collaboration with other websites is the best option for Mr. Amana, especially after the pandemic situation. Due to high volatility, trade restrictions by different countries and extra import and export taxes make the situation complex for the management team. Collaboration with a different website may make the situation simple. This collaboration helps the company to understand the cost of developing, maintaining and updating websites. Amazon also guides the company to launch their online products to maximize the net profit of the company. The fulfilment cost of Amazon is 50,000 whereas the network development cost of the company is 15,00,00. Though the profit is high in the first case as the company sell their products directly from their official websites. But proper guidance has been provided by Amazon which is essential in this situation. Another two shortcomings of this option are Mr. Amana has less decision-making power and less control over the product selling. But two advantages of this option are a proper market understanding and customer knowledge. 
[bookmark: _Toc110866506][bookmark: _Toc110912888]Recommendations
· It can be recommended that the company needs to focus on the joint venture marketing strategy to launch their products in the new market.
· It can be further recommended that the company needs to focus on affordability by controlling the product price.
· As the African market has less technical knowledge compared to the European and American markets, Mr. Amana needs to spread technical awareness.
· Daily product campaigning and using online platforms for online advertisement is very essential for the future growth of the company.
[bookmark: _Toc110866507][bookmark: _Toc110912889]Conclusion
The report has described the importance of online business and its effectiveness to develop a strong product promotion strategy and marketing strategy for the company. It can be concluded that part A of the report has been described as a monthly report of the company including the original budget, and Flexi budget with variables. Part A further describes Amana's business performances in 2020 and the positive and negative impact of these operations. The report further includes the areas where Amana needs to improve. Part B of this report compare two online options of the company, one is the company’s official website and another is product selling through Amazon. Four recommendations have been provided to the owner for further improvement of the company.
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