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[bookmark: _Toc102414139]Prepare the monthly control report showing the original budget, flexed budget, and variances
The monthly control report will be showing the original budget, flexed budget, and variances which is are as follows:
Budgeted
	Particulars
	Units
	Rate
	Amount

	Sales
	100000
	 £	25.00
	 £ 25,00,000.00

	Variable cost
	
	
	

	Materials
	100000
	 £  	2.50
	 £	2,50,000.00

	Labour
	100000
	 £  	4.00
	 £	4,00,000.00

	Overhead
	100000
	 £  	1.50
	 £	1,50,000.00

	Contribution
	
	 £	17.00
	 £ 17,00,000.00

	Fixed overheads
	
	
	

	Warehouse rental
	
	
	 £	2,00,000.00

	Insurance
	
	
	 £	1,00,000.00

	Full-Time warehouse supervisor salary
	
	
	 £   	50,000.00

	Profit
	
	
	 £ 13,50,000.00



Actual

	Particulars
	Units
	Rate
	Amount

	Sales
	80000
	20
	 £ 16,00,000.00

	Variable cost
	
	
	

	Materials
	80000
	3.5
	 £	2,80,000.00

	Labour
	80000
	5.5
	 £	4,40,000.00

	Overhead
	80000
	1.5
	 £	1,20,000.00

	Contribution
	
	 £  	9.50
	 £	7,60,000.00

	Fixed overheads
	
	
	

	Warehouse rental
	
	
	 £	1,70,000.00

	Insurance
	
	
	 £	1,00,000.00

	Full-Time warehouse supervisor salary
	
	
	 £   	35,000.00

	Profit
	
	
	 £	4,55,000.00


Variance analysis

	
	Budgeted
	
	
	
	Actual
	
	Variance
	
	

	Particulars
	Units
	Rate
	Amount
	Units
	Rate
	Amount
	Units
	Rate
	Amount

	Sales
	100000
	 £	25.00
	 £ 25,00,000.00
	80000
	 £   20.00
	 £ 16,00,000.00
	-20000
	-£ 	5.00
	-£ 9,00,000.00

	Variable cost
	
	
	
	
	
	
	
	
	

	Materials
	100000
	 £  	2.50
	 £	2,50,000.00
	80000
	 £  	3.50
	 £	2,80,000.00
	-20000
	 £  	1.00
	 £	30,000.00

	Labour
	100000
	 £  	4.00
	 £	4,00,000.00
	80000
	 £  	5.50
	 £	4,40,000.00
	-20000
	 £  	1.50
	 £	40,000.00

	Overhead
	100000
	 £  	1.50
	 £	1,50,000.00
	80000
	 £  	1.50
	 £	1,20,000.00
	-20000
	 £      	-  
	-£	30,000.00

	Contribution
	
	 £	17.00
	 £ 17,00,000.00
	
	 £  	9.50
	 £	7,60,000.00
	0
	-£ 	7.50
	-£ 9,40,000.00

	Fixed overheads
	
	
	
	
	
	
	
	
	

	Warehouse rental
	
	
	 £	2,00,000.00
	
	
	 £	1,70,000.00
	0
	 £      	-  
	-£	30,000.00

	Insurance
	
	
	 £	1,00,000.00
	
	
	 £	1,00,000.00
	0
	 £      	-  
	 £               	-  

	Full-Time warehouse supervisor salary
	
	
	 £   	50,000.00
	
	
	 £   	35,000.00
	0
	 £      	-  
	-£	15,000.00

	Profit
	
	
	 £ 13,50,000.00
	
	
	 £	4,55,000.00
	0
	 £      	-  
	-£ 8,95,000.00




[bookmark: _Toc102414140]Prepare a report on Amana’s performance during the year 2020
After the creation of the variance report and the reports related to the budgeting report and actual results that have been generated in the business and financial operation of Amana Ltd. It can be stated that the following shows that the impact of COVID-19 has been immense on the organization. It is important to understand that looking at the following report, it has become very evident that the sales of the organization have diminished ibn and the sales certainly have also decreased (Wildavsky, 2018). The company in the actual results recorded sales of 20,000 less when compared to the original budget that was created by the organization, which means that the COVID-19 pandemic decreased the sales and demand of the organization in an evident manner. It is important to understand that due to the decrease in demand and sales, the selling price of the organization's product, which is souvenirs to the tourist, has also decreased to 20 and was estimated to be 25, showing that the overall revenue. Although the company has decreased which is not a positive sign for the financial profitability of the organization. Now as the production and sales of the organization have decreased, the overall variable cost has also decreased and the fixed costs associated with the operations of the firm have also decreased, which means that the company has lower costs. Despite the decrease in the overall cost that was associated with the business operations of the firm, that company's profit has decreased which is not a positive sign. This will directly affect the business operations of the problem in and negative manner. It is important to understand that the development of the firm affects its financial process (Anderson et al. 2020.). It can be seen that the profit of the organization is vastly low when compared to that of the budgeted results. As the revenue and units sold are very low the profitability of the firm has decreased. On the other hand, it is seen that although the cost has decreased, it has not decreased proportionally. The cost has not been optimized by the organization which is why there has been a drastic decrease in the profitability of the organization. It is important to understand that decrease in financial profitability will ultimately decrease the financial resources and stability of the company. The COVID-19 pandemic decreased tourism and impacted the tourism industry in a negative manner. It was seen that the following sector was one of the worst-hit sectors in the business (Ostaev et al. 2019). It is important to understand that the original budgeting Showed that there will be sales of 100,000 units of souvenirs, whereas the actual results of sales in units was 80,000. This shows that there has been a remarkable decrease in sales, which is caused by the negative impact that COVID-19 has had on the tourism sector. It is important to understand that with the help of effective management accounting techniques such as the variance analysis it has been analyzed that the profitability of the company has decreased by 66%, which shows that the huge profit amount of the organization is decreasing, which will financially impact the business in a negative manner. It is important to consider that the series has decreased by 20%, whereas the profitability has decreased by 66% Showing that the cost that will be associated with the business operation was not effectively optimized, resulting in higher costs and a decrease in the profitability of the organization. 
[bookmark: _Toc102414141]Provide recommendations to Amana’s CEO on areas of improvement
Based on the financial analysis of the financial performance of the company, there are some areas of improvement that the company needs to focus upon and they are as follows:
1. Optimization of cost: The first recommendation that can be given to the organization is to make sure that it is able to optimize the cost, that is being incurred within the business operations of the firm optimization, of cost is very important to make sure that the organization is able to manage the business operations and create a cost structure which is able to be optimized in case of an economic crisis that is failed by the organization. Optimization of cost is very important for the purpose of making sure that the company is able to identify the cost that is not required and can be optimized in an evident manner. Optimization of cost can only be done if there is effective identification of cost in the business operations of the firm. The company will have to make sure that it is able to effectively identify the different types of costs that are associated with the business activity based upon which they are optimized in an evident manner.  It is important to understand that with the decrease in the business operations of the firm, the company will need to make sure that it is able to also decrease the cost in a proportional manner, which will make sure that the profit margins are maintained within the business operations of the firm.
2. Focus more on company websites: It is important to understand that the digital sales of the organization are nearly zero whereas the companies are dependent upon the. physical stores for the sales of souvenirs. Now due to the covid-19 pandemic and the restrictions that were imposed by the following badly impacted the sales of the firm as it is seen that the company lost 20,000 units sales in the recent year, which is not a positive sign for the financial profitability and revenue generation capacity of the organization (Rikhardsson and Yigitbasioglu, 2018). For this purpose, the company will have to focus more on its digital website and digital sources of operation to make sure that it is able to effectively conduct several methods of sales and make sure that it is able to manage the sales of the organization in an evident manner. Focusing on the company's website and online sales will make sure that the company is able to use its company website to effectively market its products and services to the organization, whereas the role of the business website should be expanded to sales as well to make sure that the company is able to sell products from the online website of the organization. This will make sure that the sources of sales for the organization are improved and increased which will make sure that the company is able to maintain its sales level of the organization in an evident manner. Focusing on the online website of the organization will improve the marketing aspects, whereas it will also help in creating multiple sources of income and sales for the organization benefiting it in both financial and operational manner.
3. Preparing contingency plans: Covid 19 was an unexpected health event that directly impacted the business of the organization. Hence, it is important to consider that the company should be ready for any uncertain event that can occur in the future as well. For this purpose, the company will need to make sure that it is able to create future contingency plans. 
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[bookmark: _Toc102414143]Provide an analysis of Mr. Amana's decision to go online and advise if they should set up their own online shop or sell on Amazon
In order to conduct online sales of the products of Amana Ltd, the company has two options. One is to create its own online website through which it will be able to sell its products, whereas the second option is to list its product and services on Amazon, which is an E-commerce platform through which the company will be able to effectively sell its products. Below there will be a discussion over both of these options, whereas the use of investment appraisal tools will also be done to make sure an effective decision in consideration of the financial viability and profitability of each option is considered (Pelz, 2019). The use of net present value will be used as a capital budgeting tool through which the future profit and return that will be generated from the investment option will be evaluated and compared. The two investment options to make a recommendation. 
Own website
Considering that the company will create its own website, the company will be able to have better control over the pricing strategy and also the promotion of its product. It is assumed that the company will be able to sell at its price of  £ 25 on its own website. Although the company will have to incur some costs of setting up the IT department and also hiring, programmers for the purpose of effectively conducting the website operations. Based on the following calculations, an estimation of the following net present value of the investment option has been calculated.
	Year
	Cash Flow
	Salary of a full time IT programmer
	After deducting Salaries
	Tax@20%
	PAT
	DF@10%
	DCF

	0
	-£  	2,00,000.00
	 £                                                        -  
	-£                    2,00,000.00
	 £               	-  
	 £                     	-  
	 £  	1.00
	-£  	2,00,000.00

	1
	 £ 	25,00,000.00
	 £                                          35,000.00
	 £              	24,65,000.00
	 £ 4,93,000.00
	 £ 	19,72,000.00
	 £  	0.91
	 £ 	22,40,909.09

	2
	 £ 	25,00,000.00
	 £                                          35,000.00
	 £              	24,65,000.00
	 £ 4,93,000.00
	 £ 	19,72,000.00
	 £  	0.83
	 £ 	20,37,190.08

	3
	 £ 	25,00,000.00
	 £                                          35,000.00
	 £              	24,65,000.00
	 £ 4,93,000.00
	 £ 	19,72,000.00
	 £  	0.75
	 £ 	18,51,990.98

	4
	 £ 	25,00,000.00
	 £                                          35,000.00
	 £              	24,65,000.00
	 £ 4,93,000.00
	 £ 	19,72,000.00
	 £  	0.68
	 £ 	16,83,628.17

	5
	 £ 	25,00,000.00
	 £                                          35,000.00
	 £              	24,65,000.00
	 £ 4,93,000.00
	 £ 	19,72,000.00
	 £  	0.62
	 £ 	15,30,571.06

	6
	 £ 	25,00,000.00
	 £                                          35,000.00
	 £              	24,65,000.00
	 £ 4,93,000.00
	 £ 	19,72,000.00
	 £  	0.56
	 £ 	13,91,428.24

	7
	 £ 	25,00,000.00
	 £                                          35,000.00
	 £              	24,65,000.00
	 £ 4,93,000.00
	 £ 	19,72,000.00
	 £  	0.51
	 £ 	12,64,934.76

	8
	 £ 	25,00,000.00
	 £                                          35,000.00
	 £              	24,65,000.00
	 £ 4,93,000.00
	 £ 	19,72,000.00
	 £  	0.47
	 £ 	11,49,940.69

	9
	 £ 	25,00,000.00
	 £                                          35,000.00
	 £              	24,65,000.00
	 £ 4,93,000.00
	 £ 	19,72,000.00
	 £  	0.42
	 £ 	10,45,400.63

	10
	 £ 	25,00,000.00
	 £                                          35,000.00
	 £              	24,65,000.00
	 £ 4,93,000.00
	 £ 	19,72,000.00
	 £  	0.39
	 £   	9,50,364.21

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	NPV
	 £ 1,49,46,357.92



Amazon
The second option for the organization is to set up its All product portfolio on Amazon, which is widely spread. Global Digital E-commerce platform. The company will be able to effectively list its product, paying an Amazon fulfillment piece, although the company will lack control over its pricing and return policy. It is assumed that the company will have a guaranteed sale of 65,000 units and will have to sell at a lower price of £ 20. Although the cost of placing his product online will be Lower when compared to the model where the company will create its own website. An employer's IT department to look after it. The net present value will be reflecting the profitability of the financial viability of the following investment option (Ameen et al. 2018).

	Year
	Cash Flow
	Tax@20%
	PAT
	DF@10%
	DCF

	0
	-£      	50,000.00
	 £                                                        -  
	-£                       50,000.00
	 £          	1.00
	-£      	50,000.00

	1
	 £ 1,30,00,000.00
	 £                                    26,00,000.00
	 £              	26,00,000.00
	 £          	0.91
	 £ 	23,63,636.36

	2
	 £ 1,30,00,000.00
	 £                                    26,00,000.00
	 £              	26,00,000.00
	 £          	0.83
	 £ 	21,48,760.33

	3
	 £ 1,30,00,000.00
	 £                                    26,00,000.00
	 £              	26,00,000.00
	 £          	0.75
	 £ 	19,53,418.48

	4
	 £ 1,30,00,000.00
	 £                                    26,00,000.00
	 £              	26,00,000.00
	 £          	0.68
	 £ 	17,75,834.98

	5
	 £ 1,30,00,000.00
	 £                                    26,00,000.00
	 £              	26,00,000.00
	 £          	0.62
	 £ 	16,14,395.44

	6
	 £ 1,30,00,000.00
	 £                                    26,00,000.00
	 £              	26,00,000.00
	 £          	0.56
	 £ 	14,67,632.22

	7
	 £ 1,30,00,000.00
	 £                                    26,00,000.00
	 £              	26,00,000.00
	 £          	0.51
	 £ 	13,34,211.11

	8
	 £ 1,30,00,000.00
	 £                                    26,00,000.00
	 £              	26,00,000.00
	 £          	0.47
	 £ 	12,12,919.19

	9
	 £ 1,30,00,000.00
	 £                                    26,00,000.00
	 £              	26,00,000.00
	 £          	0.42
	 £ 	11,02,653.81

	10
	 £ 1,30,00,000.00
	 £                                    26,00,000.00
	 £              	26,00,000.00
	 £          	0.39
	 £ 	10,02,412.55

	
	
	
	
	
	

	
	
	
	
	NPV
	 £ 1,59,25,874.47



Recommendation
Considering the two investment options that are there Amana Limited will be able to effectively create its online source of sale, which will make sure that the company is able to effectively list its product on the online platform and is also able to conduct online sales of its product to make sure that there are multiple sources of sales and income that can be generated by the organization. The company will be able to effectively make sure that it is able to sell its product online and is also able to create a system through which the firm will be able to sell its product to people in different regions with ease. In the first option, the company will have to incur a higher cost of making sure that it is able to set up an active department for the purpose of conducting the online sales whereas the company will also be able to have higher control over the online sales activities of the organization (Zakirova et al. 2020). It is important to understand that the company having better control over the operations will be able to price its product in a more appropriate manner. On the other hand, looking at the Second option of creating its product portfolio and listing it on Amazon for sale. It will have a lower cost associated with it although the company will also have lower control over the pricing and return policy of the Products and services. It can be said that the company will also do a lower sales when compared to that a website. Hence, in the nonfinancial perspective, it can be said that for having higher control over the pricing and return policy of the firm and for higher sales, the company should invest in creating its own website and IT department whereas considering the financial aspects, it is seen that the option of Amazon is More profitable, as the NPV of the following is higher. Currently, the company needs to make sure that it incurs lower costs to make sure that the financial stability of the company is maintained. Hence it is suitable for the company To invest in the option of Amazon, as it will generate higher profitability and will incur a lower cost. 
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