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[bookmark: _Toc100506352]Introduction:
This report is focused on the budget analysis and finding the variance in the business. This report gives knowledge about the concept of core management accounting. This concept gives information on principles of causality and principles of analogy. Management accounting is the concept of measurements, identification, analysis of the business performance, and interpretation of accounting information. This report covers the analysis of the budget like the original budget, flexible budget, and variances between both of them. Also, this report covers the costing, budgeting, and preparing short-term budgeting. All these terms give a deep understating of the financing management in the business. 
Part A of this report will cover the analysis of Amana’s business. This part is focused on the uses of budgeting tools. A budget is a tool that helping the future business events and costs. A budget helps the revenue and expenses over a particular future period. The technique of budget is also used by the government, individuals, etc. A budget is the future financial plan of the business. Also, in this report, some points also cover like original budget, flexed budget, and variances. A flexible budget is a method that calculates all the revenue and income which is helping to manage the business’s future conditions. The second is the original budget which is a forward-looking consolidated method of budget. Also, this budget gives detailed information about budget preparation. 
Part B of this report will cover the analysis of online business activity and traditional business/ activity. Mr. Amana is the person who thinks about the go with the online business and manages the traditional business, so the owner of the business calculates all the business costs and evaluates both business analyses and then is decide the investment decision in the business.
Budget is the method that is give overall success of the business, also budget is also known as pillar of the business. Budget is helping to build the business wealth. If any company or individual are not making the budget then they face some issue regarding to the project. Because in the budget analysis are all the expenses and revenue of a project.
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PART-A
1. Prepare a monthly control report showing original budget, flexible budget, and variances. 
A budget is an estimation of revenue and expenses over a specified future period of time and is usually compiled and re-evaluated on a periodic basis. Budget is the process which is help to reduce the cost of the production of business. A flexible budget has a relational value to certain variables. The dollar amounts listed on a flexible budget change based on sales levels, production levels, or other external economic factors. Budget is given assistance to the business expense and income of the company. Budget is the systematic planning for the future growth of the business. Budgets can be made for a person, a group of people, a business, a government, or just about anything else that makes and spends money. Budget is providing the detail information of the project and help to achieved the desire goal to  the business. (Rokhman,2017, P. 40). The sales budget is often the first to be developed, as subsequent expense budgets cannot be established without knowing future cash flows. Budget also help to find the opportunities and problems in the business activity. Two types of variances show in budget that is favourable and second is unfavourable condition, in favourable condition generating more revenue than the forecast budget and in unfavourable condition less revenue generate from the business compared to cost of the business. For a manufacturer, a separate budget is often developed for direct materials, labour, and overhead. The above budget reports help to Amana business for the expand company area. (Rokhman,2017, P. 40).
	 
	Price per unit 
	Original Budget
	Flexed Budget
	Actual Results
	Amount of Variance 
	REMARKS(Adverse/ Favorable)

	 
	 
	(100000 units)
	(80000 units)
	(80000 units)
	 
	 

	 
	Amount
	Amount
	Amount
	Amount
	Amount
	 

	 
	£ 
	£
	£
	£
	£
	 

	Sales revenue
	25
	2500000
	2000000
	1600000
	-400000
	Adverse

	Less- Variable cost of sales
	 
	 
	 
	 
	 
	 

	Direct Material costs
	2.5
	250000
	200000
	280000
	80000
	Adverse

	Direct labor costs
	4
	400000
	320000
	440000
	120000
	Adverse

	Variables overheads 
	1.5
	150000
	120000
	120000
	 
	No variance

	 
	 
	 
	 
	 
	 
	 

	 
	 
	800000
	640000
	840000
	200000
	Adverse

	Margin of contribution
	 
	1700000
	1360000
	760000
	-600000
	Adverse

	Fixed costs and overheads 
	 
	 
	 
	 
	 
	 

	Rent paid
	 
	200000
	200000
	170000
	-30000
	Favorable

	Insurance Payments 
	 
	100000
	100000
	100000
	 
	No variances 

	Salary payable to warehouse 
	 
	50000
	50000
	35000
	-15000
	Favorable

	 
	 
	350000
	350000
	305000
	-45000
	Favorable

	 
	 
	 
	 
	 
	 
	 

	Net (profit or loss )for the period
	 
	1350000
	1010000
	455000
	-555000
	Adverse



The Amana limited is the tourist-based company which is sell souvenirs to tourists, located in England. Budgets are developed for all the different subsidiaries, divisions, and departments within an organization. Company has so many different branches in different city across England like Westminster Bridge, Brighton, Buckingham Palace, London Bridge. This company operate businesses from last 40 years. But in month of April,2020 this business affected from the Covid -19, lockdown and restriction on the travel  by the government of UK. Due to this reason Amana business revenue was decrease and face a loss during the pandemic. Amana sale the product through the physical store with the use of website services and channel for marketing but know Amana think about the increase the revenue in the business so he hired manager for the cost reduction for earn more earning of the business. (Radu, and Giju, 2015, P.4)

[bookmark: _Toc100506355]2. Using the control report prepared in (1.) Analysis of Amana’s performance during the year of 2020
These reports show the original budget report and flexible budget report. The total forecast sale of the Amana business is 100000units, sale price of per unit is 0.25. So total forecast of total sale is 2500000 and actual sale of the business is 1600000units with the price of 20 variances between sale amount is 400000 this is the adverse condition for the Amana business. Material cost and labour cost is 200000 and 320000 actual cost of the business is 280000 and 440000 total variances between the material cost and labour cost is 80000 and 120000 both the conditions are unfavourable for the Amana business. (Slyter, 2016, P.30) Overheads cost of the business is adverse because the rate of production is 150000 and actual cost of the business is 120000 NO variances between the overhead cost. Contribution of the project is also unfavourable condition with the amount of 600000 the profit of the company is 1700000 and actual profit of the company is 760000. Total Fixed cost of the business is 350000 and actual fixed cost of the business is 305000 these conditions was favourable in the business. Total operating profit of the business is 1350000 and actual operating profit of the business is 455000. Profit of the Amana business is Favourable conditions. (Turner,2016, P.19)
(2.) [bookmark: _Toc100506356]Recommendation to Amana’s CEO
The above budget report is unfavourable for the Amana limited because, company did not achieve the profit according to original budget project. In this condition company should improve the production process and reduce the cost of production. If company is not improving the efficiency in production, then company cannot sustain and maintain the satiability in the market. Company should improve the sale unit because if company is not maintaining the revenue then company cannot achieve the desired profits. (Smirat, and Yousef, 2016, P. 104) Revenue is unfavourable when company project sale is lower than expected. Also, these unfavourable conditions reduce the attractiveness of the business. Variable cost of the business is also high compared to the forecast cost. So, company should reduce the material cost and labour costs to negotiate with the creditor and providers to discount on materials.  Also, emphasis on the improve the efficiency of labour to arrange the training programme in the business also company can use new technology in the business for reduce the variable cost. (Nyongesa, Odhiambo, and Ngoze, 2016, P.69 ) Amana limited is not able to achieved the contribution margin according to the forecast budget. So, company should emphasis on the margin to increase the selling price of the product and reducing the cost of goods sold. Also, company should improve the relation with customer but in all the scenario company maintain the fixed cost of the business, so it’s given growth to the business. Also company can improve the fixed cost to reduce the number of employees in the business to use business intelligence tool and relocated the business in cheaper area for reduce the rent of the business etc. 
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1. [bookmark: _Toc100506358]Analysis of online and Amazon business 
	Budget for sales online 

	 
	Project - 1
	Project -2
	 

	 
	On online sale 
	On Amazon 
	Difference

	 
	 
	 
	 

	Costs of setting up delivery network 
	150000
	Nil 
	 

	Website maintains charge 
	50000
	Nil 
	 

	Salary of IT programmer 
	35000
	Nil 
	 

	Amazon fulfilment fess
	 
	50000
	 

	Total
	235000
	50000
	185000

	 
	 
	 
	 

	Working note 

	Selling units 
	1000000
	65000
	 

	Per Unit Costs (Total selling unit/Total cost)
	4.255319149
	0.769230769
	 



[bookmark: _Toc100506359]1Analysis of both project:
Amana Ltd. is a company located in England, which is a family tourist business and sells souvenirs to their customers. The Souvenirs are produced by a Chinese Manufacturer, but the designs are made by the company itself. (Nwanyanwu, and Ogbonnaya,2018,P.19). The company is operating for the last 40 years and have understood the changes required to run their business in the tourism industry due to the COVID-19 pandemic, the sales of the company declined as the government-imposed restrictions on travel and movement. Now, the company wants to expand and wants to move their sales online just like its competitors who sell online to their customers in the UK, Europe, and the US. (Nwanyanwu, and Ogbonnaya,2018,P.19)
2.Analysis of data
The company has two proposals for expansion one is to sell their products directly on their web portal and the other one is to sell their products on Amazon. (Mohamed, Kerosi, and Tirimba, 2016, P.329) The company also planned to close its centres located in Brighton, Birmingham, and Manchester cities to move their business online. If the company planned to sell its products on its portal, then the units of products will be high but the cost and charges held to maintain its web portal will also be high. The projected units to be sold online will be 1000000. (Mohamed, Kerosi, and Tirimba, 2016, P.329) The cost of setting up the delivery network will be £150000, the maintenance charges of the website will be £50000, and the salary of the IT programmer will be £35000. The per-unit cost of the product will be approximately £4.26. (Foster, 2017. P. 2)
If the company, choose to sell their products on Amazon then the units sold will be just 65000, and the fulfilment fees charged by Amazon will be £50000. The per-unit cost to the company will be approximately £0.77. (Foster, 2017. P. 2)The company will be facing a high level of competition on this platform. The further sale of the unit also depends on the demand for the product. The company will not have any control over the pricing and return policy of their products as it will be reliable on Amazon policies. (Foster, 2017. P. )
3.Recomandation:	
After analysing both situations, the company should opt for Project 2,selling their products on Amazon. This will not only reduce the cost to the company like cost of the delivery network, maintenance of its web portal and also salary of an expert. The only cost the company will face will be fees charged by Amazon. Though the number of units sold will be less but it will eventually increase if the company sells quality goods to their customers. 
· Project 2 will save the extra cost of the company and eventually increase their revenue by selling more quality products through Amazon. (Adilli, 2020, P. 3) 
· The per-unit cost of Project 2 for the company will also be low as compared to Project 1before opting for Project 2.
· The company should do a proper analysis about the return policies of Amazon and also how to increase their sales eventually according to the demand. 
· To increase the sales on Amazon the company should give different discount offers on their products to attract more and more customers or they can also provide offers like buy 1 get 1 free or buying in bulk quantity will decrease the overall price to the customers. Also, the company should prepare projected budgets for their sales units and price, the estimated cost that will incur. (Adilli, 2020, P. 3)
· Amazon project is good for the Mr. Amana because he does not have to maintain the basic need of the business also amazon project reduces the cost of the business so Mr. Amana businesses can grow with amazon project.   	
[bookmark: _Toc100506362]
Conclusion: 
This report covers the nature and behavior of the organization during the forecast business budget. This report gives brief information about the risks of the business when start an new business activity. In this report, Mr. Amana is the business person who wants to start the new branches in the country because he wants to compete with the competitors. Mr. Amana has a family-owned tourist business, and Mr. Amana business started the business 40 years ago. But Mr. Amana’s business faced some losses during the covid-19 period so, Amana limited the prepared budget for the expansion of the business. 
In part one, Mr. Amana limited is focused on budget preparation and the company prepares an original budget and flexible budget,and then finds the variances for the analysis. During the budget analysis company found some favourable conditions and some unfavourable conditions. All the analysis of the budget helped to make the decision on the project so the company concluded that they are not going with this project because this project is unfavourable. And also, a company focused on the reduction of costs because of the increase in the margin of the project. So, the budget is the most important tool for forecasting future business activity.
In section two, Mr. Amana prepared a budget for two projects. The first is selling a product online on a self-developed website. And the second one is selling a product on Amazon. So, during the analysis of the project Mr. Amana decides that they are going with the second project which is product sale on Amazon. Mr. Amana select this project because the cost of the second project is less compared to the first project or also the company can focus on the marketing strategy. Because if a company goes with the first project then they manage on website business and also a marketing strategy. 
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