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Executive Summary
This report discusses two different business scenarios. In the first part of the report this part discusses the case study of Amana limited who are very famous for selling souvenir in the UK but the COVID situation create a great hindrance on their business operation and analysis of budget of the company also shows that.  The second part of the report is about choosing the best option for Mr Amana to start his online business. This part of the discussion finds that the first option, that is the creation of website will be the proper option for Mr Amana. At the end of the every discussion appropriate recommendation has been made. 
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[bookmark: _Toc109919064]Introduction
An appropriate preparation of financial accounts using proper accounting functions is very helpful for highlighting the current business scenario and current financial condition of an organisation (Bello, 2020). The case study of Amana limited reveals that the deal is a “family-owned tourist business” that sells souvenirs to tourists. As the business operation of Amana limited is totally dependent on the number of tourists so the increase in the number of tourists wills always Amana a huge benefit and the opposite it will create various problems for their business operation. For the last forty years, they are successfully operating their business in England but the recent spread of the pandemic decrease the number of tourists a lot in the UK and that has made a great impact on the business operation of Amana limited. This paper will identify the performance of Amana limited by preparing their control report and will provide recommendations on which area Amana limited needs to focus for improvement.  
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[bookmark: _Toc109919066]i) Preparation of control report and making recommendations on the basis of the control report
The control report will show the “original budget, flexed budget, and variances” to identify the current performance of Amana Ltd. Preparation of the original and flexed budget will help the institution to understand whether they will be able to earn as much as they are expecting to earn or not. Preparation of an original and fixed budget is very beneficial for any company as it helps to understand the performance of that company by comparing its estimated income and expense with the original expense and income (Chugunov and Makohon 2020). By doing this comparison the business entity can easily understand how near they are to their expectations or which areas they should focus on to increase their capability and business operation process. The creation of a variance budget helps to identify the difference between the actual one with the estimated one. Therefore, the variance budget is very helpful.
i) Preparation of monthly control report of Amana limited
a) Original budget
	In the books of Amana limited

	Original budget

	Particulars
	Amount (£ )

	unit sold= 100,000
	 

	Selling price= 25
	 

	Generated amount from revenue
	2500000

	Variable cost
	 

	Materials cost = 100000*2.50
	250000

	Labour cost = 100,000*4
	400000

	Overhead = 100,000*1.50
	150000

	Total variable costs
	800000

	Contribution
	1700000

	Fixed overhead
	 

	Warehouse rental Cost
	200000

	Insurance expenses
	100000

	warehouse supervisor salary (Fulltime)
	50000

	 Fixed cost (Total)
	350000

	Net Profit
	1350000


Table 1: Original budget of Amana limited
(Source: Created by author)
The estimated budget is showing that Amana limited’s net profit will be £ 13,50,000 and its revenue will be £ 25,00,000. 
b) Flexed budget
	In the books of Amana limited

	Flexed budget

	Particulars
	Amount (£ )

	Selling unit =80000
	 

	Selling  price= 20
	 

	Amount generates from revenue
	1600000

	Variable cost
	 

	Labour
	440000

	Materials
	280000

	Overhead
	120000

	Total variable cost
	840000

	Contribution
	760000

	Fixed cost
	 

	Warehouse rental
	170000

	Insurance
	100000

	Fulltime warehouse supervisor salary
	35000

	Total fixed cost
	305000

	Net profit
	455000


Table 2: Flexed budget of Amana limited
(Source: Created by author)
The flexed budget is showing the net profit that Amana limited originally gain is £ 4,55,000 and the revenue of Amana limited is £  16,00,000.
c) Variance
	In the books of Amana limited

	Analysis of variance

	Particulars
	Budgeted amount (£ )
	Actual Amount (£ )
	Variance

	unit sold= 100,000
	 
	 
	 

	Selling price= 25
	 
	 
	 

	Amount generates from revenue
	2500000
	1600000
	900000

	Variable cost
	 
	 
	 

	Materials = 100000*2.50
	250000
	280000
	-30000

	Labour = 100,000*4
	400000
	440000
	-40000

	Overhead = 100,000*1.50
	150000
	120000
	30000

	Total variable cost
	800000
	840000
	-40000

	Contribution
	1700000
	760000
	940000

	Fixed overhead
	 
	 
	 

	Warehouse rental
	200000
	170000
	30000

	Insurance
	100000
	100000
	 

	Fulltime warehouse supervisor salary
	50000
	35000
	15000

	Total fixed cost
	350000
	305000
	45000

	Net Profit
	1350000
	455000
	-895000


Table 3: Variance of original and flexed budget of Amana limited
(Created by author)
This section of the report is showing the difference between actual and expected. Calculation of variance is indicating that net profit that there is a huge difference between the expectations and originality. The difference between the two values of net profit is quite huge.
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Calculation of original budget, flexed budget and their variance clearly indicates the performance of Amana limited properly. The net profit that the management of Amana limited expected was £ 13, 50,000 but in the actual, it declined a lot and the actual net profit that Amana limited earned is just £ 4,55,000. That means the original amount of net profit is £ 8, 95,000 less than the budgeted amount. The difference between the two amounts is quite huge and it can easily be stated that Amana limited did not make its budget properly and there can be various mistakes. There are two factors that are responsible for decreasing the net income or net profit of a business hub. Those two factors are a decrease in the total amount of revenue and an increase in the overall cost (investopedia.com, 2021).
 In the context of Amana limited, the amount of revenue is much lower than what Amana limited was expecting to get. The “spread of covid and enforced lockdown” can be a great reason for such a massive decrease or reduction in the revenue of Amana limited. Besides that, the cost of operation is also more than what Amana limited and its management was expecting. Therefore, two reasons for decreasing the net profit are perfectly applicable for Amana limited and these are the greatest reasons for such a loss. Such aspects are clearly demonstrating that the financial performance of Amana limited is not that much well and there is a huge difference between the actual and the expectation. So, now Amana limited needs to take proper decisions and proper steps to change the situation and they need to take another medium of selling their products. As there is a demand for their souvenirs so proper strategy and proper execution of the plan will be advantageous for Amana limited and will create various opportunities for them.
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After the discussion of the financial performance of Amana limited it can easily be stated that there are several areas where the CEO and management should focus on improving their performance. That is why this part of the report will suggest some important recommendations to Amana limited. Appropriate suggestions will be very beneficial for Amana limited to improve the situation and they will be able to get the idea of their improvement. 
· It is very important for Amana limited to reduce its expenses, especially the variable expense of them. It is not possible to decrease the number of fixed expenses because the amount related to fixed expenses is required for business operation. To decrease the variable expense of them Amana limited can contract with various suppliers. By making contact with a huge number of suppliers they will get the best quality product at a cheap price. This will able them to reduce the cost of their operation.
· To reduce the cost of operation, Amana limited can also choose the online option also and focuses more on selling their souvenirs through online websites as well. The business entity has already been utilising the online medium for its advertisement and marketing. If it starts selling its product via the online market then it will be very beneficial for them. 
· Selling products online will increase the number of customers of Amana limited. If Amana Limited will be able to increase the number of their customer then the revenue of Amana limited will increase a lot and they can cope with the situation properly.
· CEO and management of Amana limited also need to hire skilled employees in their organisation. Choosing a limited number of skilled employees is always more effective than choosing a huge number of employees. Such a decision will not only decrease the overall cost of Amana limited but also will help them appropriate decisions at the appropriate time. So, the inclusion of skilled employees will beneficial for the decision-making of Amana limited as well. A Quality decision-making powers and making the appropriate decisions for the business operation of a business institution are very helpful for its overall growth. That is why Amana limited can choose this option for the development of their business operation. 
If the CEO of Amana limited implements these important strategies and techniques in their business operation process and if they operate their business accordingly then Amana Limited will be able to change the whole scenario properly. The company has a huge consumer base and the case study displays that every year they earn huge revenue from their business. So, the most important that is required now for Amana limited is the appropriate plan and proper execution of plans. By executing plans properly and choosing the proper strategy Amana Limited will be able to increase their business performance and they will be able to mitigate issues they are facing in their business process. 
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The business hubs of modern times are shifting their business operation process a lot towards online (Naseri, 2021). Transformation to the business operation process towards online helps them a lot to create various opportunities and spread their business operation process across the world (Schallmo et al., 2020). The rapid development of technology has been helping the business hubs a lot and companies, that are grabbing those opportunities properly, get a huge advantage in their overall business process (Susan and Nvianti, 2019). Now a company that has been operating in the offline market for a long time and trying to start its operation in the online market can take the strategy of developing its own website or they can sell its products with other e-commerce websites. There are various benefits in both processes and several disadvantages as well. The case study of Mr Amana displays that he is also looking to transform his business operation by 50% online. Now he is confused of choosing the best option for him. The analysis of this part can be very imperative for Mr Amana to choose the best alternatives.
Option 1: Setting up own website
Setting up a new website means setting up the new business. When a business hub starts its business operation they hardly have any popularity and customer base and they have to make a huge effort in its business process. So, the scenario is totally similar in the case of developing a new website as well. However, Mr Amana has an offline fanbase and he can inform them about his website for increasing the online purchase but it will take time. Now it is necessary to focus on the revenue, cost, and net income related to starting up new websites.
	1st option: If Mr Amana develops his own website for selling products

	Expenses
	Amount (£ )

	Setting up a new delivery network
	150000

	Salary of IT programmer
	35000

	Upgrading website and handling charge
	50000

	Total expenses
	235000

	Estimated Sales, Mr Amana will be able to get
	 

	Units (1,00,000)
	 

	Selling price per unit
	20

	Toal Sales amount
	2000000

	Net profit = Sales - expenses
	1765000


Table 4: Calculation of the revenue, expenses, and net profit related to the first option
(Source: Created by author)
If there were just a single option and if it were related to the profitability of the decision then it can definitely be stated that the first option is the very suitable option for Mr Amana. The analysis of the first option is clearly showing that how effective it can be for Mr Amana. With this option, Mr Amana will easily be able to earn a huge profit. One more thing, that needs to be remembered is that the net income that Mr Amana is going to make from online it is 50% of his overall business operation. So the amount of net profit in the first option is very attractive and it will be very beneficial for Mr Amana. On his own website, Mr Amana will take the decision of selling his product and he will have the freedom of price control.  
At the same time, it is also very important to mention that the cost related to the first option is quite huge and the first option will increase the headache of Mr Amana a lot. When he will develop his own website then he has to protect the website and protect the information of his consumers. To protect these things he needs to hire experts and needs to use a strong firewall. Besides that, a continuous update is required for the smooth operation of any website. So there is also a requirement for the software developers. These will increase the expense of Mr Amana a lot. 
Option 2: Selling products with Amazon
The selling of products via any e-commerce website is one of the most appropriate options for companies that have been thinking of starting their business operation in an online medium or going to start business operation in the online medium. There is no requirement for huge investment and no pressure of designing or maintaining the website. 
	2nd Option: If selling through Amazon

	Expenses
	Amount (£ )

	Fulfilment fees of Amazon
	50000

	Estimated sales
	 

	Unit = 65000
	 

	Price per unit
	20

	Amount of sales
	1300000

	Net profit= Amount of Sales - Expenses
	1250000


Table 5: Analysis of second option
(Source: Created by author)
Mr Amana will have to pay a very small amount if he chooses the second option. Mr Amana will pay just £ 50,000 as Amazon fees. Without the fees of Amazon, there are no fees that Mr Amana have to pay but the revenue of Amana will be very less in the second option in comparison to the first option. In the first option there were several expenses but the sales value and the “amount of sales” was more than in the second option. A decrease in the revenue decreases the net profit of Mr Amana as well and the difference in net profit between the first option and the second option is, £ (17, 65,000 - 12, 50,000) = 5, 45,000. In the second option Mr Amana will not have any power to fix the price of his product as he will have very less control over return policy and pricing.
Recommendation
The discussion and analysis of both options reveal that the first option will be the most profitable option for Mr Amana and it will help to increase his brand value in the digital market. The net profit that Mr Amana is going to get in the first year is quite huge and it will definitely increase a lot in upcoming years. In the first option, there will be control over pricing on Mr Amana. 
[bookmark: _Toc109919071]Conclusion
In summary the whole report discusses the business scenario of two different business issues and recommends the best options for them to mitigate those issues. The recommendation that has been made in both cases will be very beneficial for both companies to increase their business operation and they will be able to increase their business opportunity. 
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