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	Accounting is a multi-stage process which involves identification of financial events, recording them during bookkeeping process, classifying it and summarizing them in final stage for deriving better results. It helps in making financial conclusion for final decision making. Business Management considers these figures during business management. They also make budgets on the basis of existing (Lin, et al., 2018). In the given report, control report is made in order to derive total deviation made by the Amana ltd during the period. It also includes variance analysis and performance reports concluded on the basis of calculated figures for the concern. Some recommendation is also provided at last in order improve the current performance to achieve better situation in future. Part B includes an analysis regarding the decision related to starting online sales through amazon is right for the Amana ltd or not.
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i) Budget is a financial plan which is depends on overall revenue as well as expenses of the Amana ltd for a particular time period of time. It aids businesses to evaluate overall spending of the organisation, it determines capital and forecast revenue of a particular firm. It helps to understand that how an Amana ltd is actually performing. In order to make financial decisions budgets are prepared to predict cash out flow and inflow of the organisation.
Budgets could be made in various types such as:
Operating budget: It shows Amana ltd.’s estimated revenue and the expenses. It consists of operating and non-operating expenses, cost of capital, fixed cost or variable cost.
Master budget: This budget includes financial plans of the Amana ltd, financial statement of department, and cash prediction (Buonocore, et al., 2020).
Cash budget: it includes estimation of money which comes in and goes out from the organisation (Horner, 2013). It ensures that whether the utilisation of money is productive or not. It provides estimated information about cash position of the Amana ltd that how much cash is required to operate in day-to-day activities.
Financial budget: it provides information about how much capital is required, and when they are able to fulfil Amana ltd's long term as well as short term objectives. It comprises items such as, liabilities of business, assets, equity of shareholders etc.
Static budget: It predicts that revenues and expenses of the Amana ltd which always remain constant in the entire financial year, regardless of any changes in quantity of sales. It is used by finance department to set goals and objectives of the Amana ltd.
Budgetary control reports: Budgetary report refers to such formats and metrics which are used to analyse the current expenditures on costs and also help the management to compare the present results with forecasted budgets. This control report help management to get reports regarding deviation made on the basis of which the controlling function s performed (Souza, et al., 2018).
Original budget = 
	Original budget

	Particulars
	Amount

	Total Units
	100000

	Price (in £)
	25

	Sales
	2500000

	
	

	Variable expenses
	

	Materials
	250000

	Labour
	400000

	Overhead
	150000

	Total Variable cost
	800000

	Contribution (sales-variable cost)
	1700000

	
	

	Fixed expenses
	

	Warehouse rental
	200000

	Insurance
	100000

	Fulltime warehouse supervisor salary
	50000

	Total fixed cost
	350000

	
	

	Total overheads
	1150000

	Profits (sales - total Overheads)
	1350000


Flexed budget: It is basically a summary of changes and variation recorded between the standard and actual amount of revenues are earned. It also includes somewhat identical formats already used in budgeting process. Flexed budget for Amana Ltd. is as follows:
	Flexed Budget for Amana Ltd.

	
	Original
	Actual
	Variance
	Favourable/unfavourable

	Particulars
	Amount
	Amount
	
	

	Total Units
	100000
	80000
	
	

	Price (in £)
	25
	20
	
	

	Sales
	2500000
	1600000
	900000
	Unfavourable

	
	
	
	
	

	Variable expenses
	
	
	
	

	Materials
	250000
	280000
	-30000
	Unfavourable

	Labour
	400000
	440000
	-40000
	Unfavourable

	Overhead
	150000
	120000
	30000
	Favourable

	Total Variable cost
	800000
	840000
	
	

	Contribution (sales-variable cost)
	1700000
	760000
	
	

	
	
	
	
	

	Fixed expenses
	
	
	
	

	Warehouse rental
	200000
	170000
	30000
	Favourable

	Insurance
	100000
	100000
	0
	-

	Fulltime warehouse supervisor salary
	50000
	35000
	15000
	Favourable

	Total fixed cost
	350000
	305000
	
	

	
	
	
	
	

	Total overheads
	1150000
	1145000
	5000
	Favourable

	Profits (sales - total Overheads)
	1350000
	535000
	
	



Variance analysis: Variance term refers to the difference between the standards setup by top level management and the actual levels achieved by the organization during the period. There are many types of variances are drawn in order to find the deviation between the standard and actuals of the data derived (Feng, et al., 2021). In case of material, and labour variances the positive value leads to favourable while non positive value provides for unfavourable results. While in case of sales variance it is a different case. In sales concern, if standard sales exceed actual sales data, it derives favourability for the Amana ltd and hence would get negative figures numerically. Here, below provided some variance analysis related to the provided figures given in the task assignment.
Variance analysis for Amana Ltd.
1. Material cost variance: standard cost – Actual cost
        = (Standard Quantity * Standard Price) - (Actual Quantity * Actual Price)
        = (100000 * 2.5) – (80000 * 3.5) = -30000 (unfavourable) 
2. Labour variance: standard wages – Actual wages
        = 400000 – 440000 = -40000 (unfavourable)
3. Variable overhead variance: Standard variable overhead – actual variable overhead
        = 800000 – 840000 = 40000 (unfavourable)
        = Standard rate = standard Material + standard labour + standard overhead
        = 2.5 + 4 + 1.5 = 8
= Actual rate = 3.5 + 5.5 + 1.5 = 10.5
4. Fixed overhead variance: Standard Fixed overhead – actual fixed overhead
= 350000 – 305000 = 45000 (Favorable)
5. Sales variances:
· Sales value variance = (Budgeted quantity * Budgeted price) – (Actual quantity * Actual price)
= (100000 * 25) – (80000 * 20)
= 2500000 – 1600000 = 900000
· Sales Price Variance = Actual Quantity x (Standard Selling Price – Actual Selling Price) 
= 80000 * (25 - 20) = 80000 * 5 = 400000 (unfavorable)
· Sales volume variance = Standard Selling Price x (Budgeted Sales Volume – Actual Sales Volume) 
= 25 * (100000 - 80000) = 500000 (unfavorable)
ii) Report on financial budgets: The performance of Amana ltd can be evaluates on the basis of following:
Original budget: On the basis of given figures above, the Amana ltd is deriving 100000 unit’s sales according to the standard budgeted units and 80000 units in accordance with actual data. Total selling price setup by the Amana ltd is 25 £ per units. Amana ltd involves both variable and fixed expenses (Visser, et al., 2020). Variable expenses include direct material, direct labour and other overheads directly related to the Amana ltd. Variable expenses are such expenses which change according to increase or decrease in production levels accordingly. Fixed expenses includes such expenses which do not change usually with the production levels. Amana ltd fixed overheads includes warehouse rental overheads, Insurance, Fulltime warehouse salary which are related primarily to Factory and office costs (Yang & Lee, 2020). Amana ltd sales are decreasing from the standard levels leading to 80000 unit’s sales actually. Standard Price level set in the budget is more than the actual price on which the product is being sold actually. After calculating the sales in total by multiplying standards sales with its standard price and actual with its prices the standard sales amount stood at 2500000 while actual sales recorded to be 1600000 in total. Total standard variable cost in standards was assumed to be 800000 £ while in actual they stood to be 840000 which is still more than the standard. This situation is unfavourable in kind as increase in Expenses shows that the Amana ltd efficiency is decreasing. When the organization efficiency decreases, then it leads to decrease in profits too. Both expenses and profits are inversely related to each other. But as due the standard figures were too high contribution after deducting variable expenses from sales stood to be 1700000 for the standards and 760000 for the actuals. Total standard fixed cost derived was 350000 while in actual way it decreased to 305000. This signifies that the Amana ltd is working to decrease its costs in regard to its production levels  (Gyamfi, et al., 2022). Profit levels achieved in actuals stood at £ 535000 while the standard figures were £ 1350000. This shows the greater difference which is mainly due to lack of sales. Decrease in sales and stable expenses level led to low profitability in actual way.
iii) Recommendation to CEO: 
· It is recommended that Amana ltd must adopt promotion and advertising activities in order to derive better sales figures for better profitability.
· Modern methods of advertising must be adopted in order to boost Amana ltd profitability in short term period.
· Amana ltd. must work on its total costs because efficiency in cost management is only a best method to maintain better profits.
· Amana ltd. must work on its deviations reported. This would help them in knowing the areas of working (McCallig, et al., 2019).
· Amana ltd is required to work on its production efficiency. Production with economies of scale may help them to achieve this.
· Additionally, Amana ltd is required to adopt latest technology to achieve better efficiency in long run.
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Provide an analysis on the decision of going online. 
The business of Amana limited has been suffering because of the pandemic and it has not only impacted the business of Amana but also of its competitors in the same industry. With the restrictions in the movement, the business operations are halted. So the competitors opt for the option of online to continue their business operations, especially in the Europe, United States and United Kingdom. With the sudden rise in the trend of virtual shopping, Amana also choose the option of online and simultaneously proposed the decision regarding closure of the branches of the Manchester City centre branches, Brighton and Birmingham City centre for streamlining the activities of its business in the present conditions of market. For setting the online business, it has two feasible options that can be considered and are as follows-
· Setting own virtual platform for continuing operations of business.
· Selling of goods and services on online platform that is Amazon which deals in retail business (Paolone, et al., 2021).
From the above available options, it can select for any of the option that will be viable for the functioning of the business in this pandemic after considering the necessary requirements of the statutory. There are many regulations and policies that are needed to be followed while starting an online business. And in case, it wants to operate the business at the global level, there are numerous rules that satisfies the requirements of the legislations of the different countries  (Rahman, et al., 2022). The virtual business will provide multiple benefits to the organisation, and they are discussed below-
· The cost for the setting as well as running of online business is much lower than the offline business. As in this, most of the processes of business are automated, therefore the cost of renting or owning the premises will be saved.
· While running the virtual business, there is no requirement of setting up of business set up at the various regions or places as it can manage its operations from anywhere. Business of Amana is headquartered at London, England and for selling the business at the international market, it will sell the products worldwide to the consumers with the help of online platform (White, et al., 2021). 
· The management of the organisation will emphasis on the expansion of the business by setting the operations globally for increasing the revenues as well as profits. It will also helpful in improving the position of the Amana ltd in the same industry. 
· In the online platform, there are wide variety of consumers who have different wants, needs and choices. The organisation can seize this opportunity by availing its products to them as with this, the organisation can establish successfully in the market in this hard time.
· The online platform entails on the usage of the software as well as different systems which can easily track the performance level of the workings and more options for selling and distribution of the products. There is less involvement of the human resources as most of the work is automated. It can also use the method of cloud computing where it can store and save the crucial information for many years.
· In online business, the set up will be developed only at once with the use of skilled as well as experts in the software development. It does not require the manual set up.
The pros that are discussed above are seemed to be fruitful for the enterprise if they are considered with the proper strategy which includes all the necessary points that are needed for the execution of the virtual business (Voskoboynikov, 2021). Although, there are always negative and positive aspects associated with every decision, as no decision is always hundred percent successful. Along with the positive aspects, there are also cons, for example the data provided by the customers online to the different sites are hacked sometimes that prevents the customers for opting this option.
Evaluation of both the options for examining the profitability
The management of the Amana ltd has made an analysis by measuring the limitations and benefits of the options. For making more viable decision, the cost related to both the proposals will be examined below-
· Option A- In the first proposal, there is option of developing its own website or online business platform.  For selecting this option, the following costs will be incurred every year while selling 1000 units-

Cost for delivery network set up                – £ 150,000
Upgradation in the website                         – £  50,000
Payroll for IT programmer                          – £   35,000
            Total expenses for setting own website      – £ 235,000
The total estimated cost that would be incurred for selling the 10000 units is £ 235000, therefore, the cost of single unit is £2.35.
Option B- In this, the Amana ltd will provide the services and products by using the online platform Amazon. The cost involved for this is amazon fulfilment fees that is of £50,000. This is estimated that with this, there would be annual sales of 65000 units with the sufficient demand of the products of the Amana limited. While using the platform of Amazon, there will be less control on the pricing as it will be done according to the requirements of the online organisation  (Wahyuni & Fernando, 2021). Also, there are policies related to the return of the products that cannot be changed or amended by the organisation for its own convenience. 
From the above two options, it is resulted that the option 1 will be more beneficial. As in this, there will be full control in the hands of the organisation. So it will not be required to work under the other ‘s control in the business operations.
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CONCLUSION 
The report prepared states that Amana Limited has identified all the benefits and limitations that are attached with the e-business. It has prepared various types of monthly budgets for controlling the costs and also recommendations are provided for the improvement. Further in the report, the pros and cons of the proposed two options are discussed, in which the Amana ltd choose for first option in which organisation will develop its own website. Both the options are also weigh according to the cost involved after implementing.
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