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[bookmark: _Toc69312909](i):- Preparation of monthly control report
Monthly control report acts as a management report that helps in making control over financial and non-financial aspects of business. The report is utilised by internal management of business for determining company's performance. As opined by Burritt et al. (2019), management control report includes mission, vision values, organisational scorecard view and detailed financial statement of business. An organisation can develop control reports on monthly, quarterly or annually basis. In Amana Ltd, monthly control reports are maintained for determining financial performance. The company is a family owned business located in England. Amana Ltd offers souvenirs to tourists at several location of UK. The company has been operating fruitfully for the last 40 years. However, Covid-19 pandemic has created restrictions and threats for tourism related businesses. Thus, the company is facing issues in 2020. Management of Amana Ltd has utilised monthly control reports including original budget, flexed budget and variance analysis for determining performance of the company. As per Cescon et al. (2019), cost breakdown indicates the cost structure of an organisation in a particular year. Cost breakdown of venture for 2020 has been used by manager for preparation of financial budgets.  
(a):- Original budget: It can be defined as forward looking consolidated financial plan developed as per estimation of company. Original budget is prepared by help of financial and non-financial resources for particular operation of business (Turner et al. 2017). 
	Original Budget 

	Company:- Amana Ltd

	Details 
	per month (Jan20-Dec20)
	Total

	Sales
	 
	 

	Units (100,000)
	 
	 

	Selling price (£ 25)
	 
	 

	Revenue 
	 £      208,333 
	 £ 2,500,000

	Variable expenses 
	 
	 

	Materials (£2.5) 
	 £        20,833 
	 £    250,000

	Labour (£4)
	 £        33,332 
	 £    400,000

	Overhead (£1.5)
	 £        12,500 
	 £    150,000

	Total variable expenses 
	 £        66,664 
	 £    800,000

	Contribution (£ 17)
	 £      141,661 
	 £ 1,700,000

	Fixed expenses
	 
	 

	Warehouse rental 
	 £        16,667 
	 £    200,000

	Insurance 
	 £          8,333 
	 £    100,000

	Fulltime warehouse supervisor salary
	 £          4,167 
	 £      50,000

	Total Fixed expenses
	 £        29,167 
	 £    350,000

	Profit
	£                       112494
	 £ 1,350,000


Original budget of Amana Ltd has been developed, indicating sale of 100000 unit souvenirs for £25. The company has material cost £2.5, labour cost £4 and overhead £1.5. Contribution from sales would be obtained at £17 along with fixed cost (£200000 + £100000 + £50000) that is £350000. Thus, net profit of Amana Ltd as per original budget would be £112494 at monthly and £1350000 at annual basis.        
(b):- Flexed budget: Flexed budget is prepared at end of accounting period according to actual performance. Actual performance signifies present level of revenue, expenses and profit which differs from estimated performance (Honggowati et al. 2017). This type of budget is used for determining fluctuation in performance of business.
	Flexed Budget 

	Company:- Amana Ltd

	Details 
	per month (Jan20-Dec20)
	Total

	Sales
	 
	 

	Units (80000)
	 
	 

	Selling price (£ 20)
	 
	 

	Revenue 
	 £                        133,333 
	 £ 1,600,000

	Variable expenses 
	 
	 

	Materials (£3.5) 
	 £                          23,333 
	 £    280,000

	Labour (£5.5)
	 £                          36,667 
	 £    440,000

	Overhead (£1.5)
	 £                          10,000 
	 £    120,000

	Total variable expenses 
	 £                          70,000 
	 £    840,000

	Contribution (£ 9.5)
	 £                          63,333 
	 £    760,000

	Fixed expenses
	 
	 

	Warehouse rental 
	 £                          14,167 
	 £    170,000

	Insurance 
	 £                            8,333 
	 £    100,000

	Fulltime warehouse supervisor salary
	 £                            2,917 
	 £      35,000

	Total Fixed expenses
	 £                          25,417 
	 £    305,000

	Profit
	 £                          37,917 
	 £    455,000


   Flexed budget of Amana Ltd shows sale of 80000 unit souvenirs for £20. It has material cost £3.5, labour cost £5.5 and overhead £1.5. Contribution from sales would be obtained at £9.5 along with fixed cost (£170000 + £100000 + £35000) that is £305000. Thus, net profit of Amana Ltd as per original budget would be £37917 at monthly and £455000 at annual basis.        
(c):- Budget variance: Budget variance is an accounting term that helps in understanding difference in actual and budgeted outcome of an organisation. Budget variance denotes favourable or unfavourable outcome of business (Bhimani, 2020). Budget variance has been analysed by original and flexed budget of Amana Ltd. 
	Variance in original budget & flexed budget

	Company:- Amana Ltd

	Details 
	 Original budget
	Flexed budget
	Variance 
	F or U result 

	Sales
	 
	 
	 
	 

	Units 
	 100000
	 80000
	 -20000
	U

	Selling price 
	 £ 25
	 £ 20
	 £ 5
	U

	Revenue 
	 £ 2,500,000
	 £ 1,600,000
	-£ 900,000
	U

	Variable expenses 
	 
	 
	 
	 

	Materials 
	 £    250,000
	 £    280,000
	 £   30,000
	U

	Labour 
	 £    400,000
	 £    440,000
	 £   40,000
	U

	Overhead
	 £    150,000
	 £    120,000
	-£  30,000
	F

	Total variable expenses 
	 £    800,000
	 £    840,000
	 £   40,000
	U

	Contribution 
	 £ 1,700,000
	 £    760,000
	-£940,000
	U

	Fixed expenses
	 
	 
	 
	 

	Warehouse rental 
	 £    200,000
	 £    170,000
	-£   30,000
	 F

	Insurance 
	 £    100,000
	 £    100,000
	 £              -   
	 F

	Fulltime warehouse supervisor salary
	 £      50,000
	 £      35,000
	-£   15,000
	F

	Total Fixed expenses
	 £    350,000
	 £    305,000
	-£   45,000
	F

	Profit
	 £ 1,350,000
	 £    455,000
	-£ 895,000
	U


Budget variance of Amana Ltd indicates unfavourable performance of management in terms of revenue and variable cost. Contribution on sale has been declined to higher variable expenses in 2020. However, Amana Ltd has spent lower fixed cost in production which indicates favourable performance.  
[bookmark: _Toc69312910](ii):- Performance report for Amana Plc 
An organisation uses performance report for understanding current performance as compared to past results or estimated results (Zyznarska-Dworczak, 2018). Performance report has been developed for Amana Ltd by considering information from monthly control report. As per monthly control report, a declining trend in current performance of Amana Ltd has been found. An estimated sales unit was 100000 which declined to 80000 and sale price declined by £5 in 2020. It indicates unfavourable performance of Amana Ltd. Total revenue from sale was estimated at £2500000 which declined to £1600000 in 2020. As per variable expenses, total variable expenses were estimated at £800000 but an increment of £40000 has been found as per actual performance. Material cost of venture was increased by £30000 and labour cost by £40000. However, a reduction of £30000 has been found from overhead cost of Amana Ltd. Therefore, a negative performance of Amana Ltd has been found in 2020. As per flexed budget, management of Amana Ltd has spent higher cost of material and labour which had enhanced variable cost in the year. But spending a lower amount on overhead expenses has helped Amana Ltd in slightly boosting contribution of sales.    
Comparing the original budget with flexed budget, contribution on sale is declined by £940000 in the year. A reduction in fixed expenses of Amana Ltd has been found in 2020. Warehouse rental of venture is reduced to £170000 from £200000 and constancy in insurance changes has been found. Besides, £35000 was provided to full time warehouse supervisor which was estimated as £50000. It indicates favourable performance of Amana Ltd as fixed expenses are reduced to £305000 from £350000. However, an unfavourable net profit has been found in 2020. Net profit was estimated at £1350000 in original budget but actual performance of business shows net profit of £455000 in the year. According to Rikhardsson and Yigitbasioglu (2018), a declining trend of actual budget than the original budget indicates a reduction in performance of the company. In case of Amana Ltd, performance was better in original budget as compared to flexed budget. Due to Covid-19, expenditure of venture was increased and reduced actual revenue and profitability. Due to higher variable expenses, contribution on sale and net profit of Amana Ltd has declined in 2020. CEO of Amana Ltd i.e. Mr Amana is required to make suitable changes in business management in order to improve financial performance.                           
[bookmark: _Toc69312911](iii):- Recommendations to Amana’s CEO
Amana Ltd is UK based organisation that sells souvenirs to tourists. The company was operating fruitfully since 2019 but reduction in performance took place in 2020. As per performance report of venture, improvement is required in financial position. So, recommendations to Amana’s CEO have been provided on areas of improvement. 
· Mr Amana is required to reduce prices of materials as it has increased by £30000 in 2020. However, the camping must not make any compromise with quality of material used in production. A reduction in labour cost must be made in order to increase sales contribution.
· Rather than increasing sale price, unit of sale must be increased by Mr Amana. In 2020, estimated sales unit was 100000 but it was reduced to 80000. Also, estimated sale price was £25 which declined to £20. So, an increment in both sales unit and sale price would help in improving sales performance. However, Mr Amana must maintain slight increment in sale price for attracting higher number of customers.
· Considering the fixed cost of Amana Ltd, reduction in fixed expenses has been found. So, Mr Amana must try to minimise the fixed cost or maintain consistency in amount for boosting net profit.
· Rather than operating with website and physical store, Mr Amana can expand the business at an online platform for serving a large customer base. Moreover, online platforms should be utilised for promoting operations. Along with monthly control reports, master budget must be prepared by Mr Amana for understanding the overall performance of the company. 
[bookmark: _Toc69312912]Part B
[bookmark: _Toc69312913](i):- Analysis of Mr Amana’s decision to go online
Mr Amana has found that most of his competitors have expanded business in online market. It has helped them in serving customers from the US, UK and Europe. Thus, Mr Amana has decided to shift 50% of operations in online market. In this process, activities of Birmingham, Manchester and Brighton were required to be closed for streamlining operations of online platforms. There are several factors which would impact the business expansion decision of Mr Amana. Amana Ltd can either set up its own online shop or sell souvenirs on Amazon. Mr Amana’s decision to go online has been analysed as efficient because it would provide several advantages to business. Operating online would facilitate faster buying of resources, creating product lists, maintaining cost reduction and there would be no reach limitation. As per Kornberger et al. (2017), operating on an online platform helps the company in creating affordable advertising and marketing. So, Mr Amana can minimise advertising cost by expanding business at online market. Operating at an online platform would allow Mr Amana to maintain high level of sales after response to market demand of customers. Mr Amana can compare products and prices of competitors with their own products and prices in order to provide adequate services to customers. So, Mr Amana’s decision to go online is feasible. However, it is necessary for Mr Amana to analyse whether to operate from own online shop or sell through Amazon in order to operate viably. 
Mr Amana’s decision to go online is feasible but the company might face some issues while operating in online market. For instance, issues of site crash might be faced by venture at the initial start of operation at an online market. The company is required to maintain adequate IT staff and technological advancement in order to prevent technical issues. Online market or ecommerce is highly competitive in nature (Weigel and Hiebl, 2018). Amana Ltd can face ample competition from existing and new companies while operating at online platform. Mr Amana is also required to make sure that increment in product output does not adversely impact on quality of product and services provided to customers. While operating an online platform, Mr Amana can face issues of shopping cart abandonment. Shopping cart abandonment is a process in which potential customers start check out process for online order but drop the process before completing purchase (Silvester, 2017). If the venture is able to deal with these issues, operating on an online platform would provide ample benefits to Mr Amana. As the company has faced reduction in performance in 2020, expanding business in the online market would help Mr Amana in improving performance in 2021.                  
[bookmark: _Toc69312914](ii):- Advice for setting up own online shop or selling on Amazon
Mr Amana has found that its competitors have expanded their business in online platforms. It has helped them in selling goods and services in the UK, Europe and US. Thus, Mr Amana, the CEO of Amana Ltd has decided to expand operation in the online market by closing 50% of offline operations. The company has two options for expanding business online. Mr Amana can sell the product on Amana or develop own online shop. In both the cases, Mr Amana is required to close operations of Manchester city centre, Brighton, and Birmingham city centre branches. In case of selling goods at Amazon, Mr Amana is requiring to pay Amazon fulfilment fees i.e. £50000. Minimisation of cost constraints helps in boosting profitability (Isnaeni and Widayanti, 2019). However, setting up an online shop requires expenses like the salary of a full time IT programmer, cost of setting up delivery networks and the cost of upgrading the current website to handle large volumes of sales. Total cost associated with owning an online shop is (£150000 + £50000 + £35000) that are £235000. On the other hand, the company is only required to pay £50000 for operating on Amazon. In order to opt for most suitable platform for operating online, Mr Amana is require assessing advantages and disadvantages associated with both the platforms. At own online shop, Mr Amana i.e. the CEO of Amana Ltd can take relevant decisions for business. However, the company is requiring following the policies and procedure of Amazon while selling goods on Amazon platform.           
	Analysis for setting up own online shop or selling on Amazon

	Company:- Amana Ltd

	Details 
	Own online shop 
	 Selling on Amazon

	Cost of setting up delivery network
	 £ 150,000
	 £                   -   

	Cost of upgrading current website to handle large volume of sales
	 £   50,000
	 £                   -   

	Salary of a fulltime IT programmer
	 £   35,000
	 £                   -   

	Amazon fulfilment fees
	 £                -   
	 £      50,000

	Guaranteed sales (units)
	100,000
	65,000

	Cost (Total)
	 £ 235,000
	 £      50,000

	Cost benefit from selling souvenirs on Amazon
	 £                             185,000


Analysis for setting up own online shop or selling on Amazon has been made for Amana Ltd.  Selling goods at own online shop requires cost like IT programmer cost, website upgrading cost and delivery network setting cost. So, total cost associated with this option is £235000. Besides, selling goods at Amazon requires cost of £50000. However, the company may face ample competition on Amazon platform as producers from all over the world are associated with this platform. However, such threat would be lower at own online shop. Mr Amana would not have any control over pricing and rearm policy of Amazon but such facility is present in own online shop. At own online shop, the company has guaranteed sale of 100000 units. However, Amazon has provided guarantee of 65000 unit sales at an annual basis. So, setting own online shop can provide guarantee of (100000 – 65000) that is 35000 unit higher sales. But sales at Amazon can be increased according to demand of product by customers. Meeting demand of customer helps in maintaining satisfied customers and boosting demand (Aini et al. 2019). So, Mr Amana must expand operation at online market by selling goods at Amazon platform. It would help the company in increasing profitability, minimising cost and obtaining competitive edge in industry.   
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