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[bookmark: _jxft0m6cyr1q][bookmark: _Toc113380097]Part A
[bookmark: _fwwctzkfxzwh][bookmark: _Toc113380098]Prepare the monthly control report showing original budget, flexed budget and variances
The monthly control report will help to understand the Amana Ltd business performance as well as how the business is making sales and profit and what expenses it is incurring during the period based on the given cost break down information of their products. The information has been segregated into two forms one is original budget value and another one is the actual budget value. Using both the information, determining the original, flexed and variance budget.
[bookmark: _7g2xo76kc7sq][bookmark: _Toc113380099]Evaluating sales, profit and expenses using the original budget figures
	Particulars
	Amount(£)
	Amount(£)

	Sales ( selling price * units)
	100000* £25
	2500,000

	Less: Variable cost
	 
	 

	Materials cost  (selling units* price)
	(100000* £2.50) = 250000
	 

	Labour costs
	(100000* £ 4.0 = 400000
	 

	Overhead costs
	(100000* £1.50) = 150000
	 

	 
	 
	800,000

	Contribution (sales- variable cost)
	(100000* £17) = 1700000
	1700,000

	Less: Fixed overheads
	 
	 

	Warehouse rental
	200,000
	 

	Insurance
	100,000
	 

	Full Time warehouse supervisor salary
	50,000
	 

	 
	 
	350000

	Net profit (contribution - fixed overheads)
	 
	1350000



[bookmark: _bi3kvfiuewo][bookmark: _Toc113380100]Evaluating sales, profit and expenses using the Actual budget figures

	Particulars
	Amount(£)
	Amount(£)

	Sales ( selling price * units)
	80000* £20 = 1600000
	1600000

	Less: Variable cost
	 
	 

	Material cost (selling units* price)
	280000
	 

	Labour cost
	440000
	 

	Overhead costs
	120000
	 

	 
	 
	840000

	Contribution  (sales- variable cost)
	 
	760000

	Less: Fixed overheads
	 
	 

	Warehouse rental
	170,000
	 

	Insurance
	100,000
	 

	Full Time warehouse supervisor salary
	35,000
	 

	 
	 
	305000

	Net profit (contribution - fixed overheads)
	 
	455000



[bookmark: _lyf167a71x63][bookmark: _Toc113380101]Evaluating variance by comparing original and actual (flexed) budget 
	Particulars
	Original budgeting Amount (£)
	Flexed budgeting Amount (£)
	Variance (Original - flexed) budget (£)
	Favourable or Adverse

	Sales
	2500000
	1600000
	-900000 
	Adverse

	Less: Variable cost (expenses)
	 
	 
	 
	

	Materials cost
	250000
	280000
	-30000 
	Adverse

	Labour costs
	400000
	440000
	- 40000 
	Adverse

	Overhead costs
	150000
	120000
	30000
	Favourable

	 
	 
	 
	 
	

	Contribution 
	1700000
	760000
	-       940000 
	Adverse

	Less: Fixed overheads (expenses)
	 
	 
	 
	

	Warehouse rental
	200,000
	170,000
	30000 
	Favourable

	Insurance
	100,000
	100,000
	0 
	Balanced

	Full Time warehouse supervisor salary
	50,000
	35,000
	15000 
	Favourable

	Total fixed overheads
	350000
	305000
	45000 
	Favourable

	Net profit
	1350000
	455000
	 -895000 
	Adverse



[bookmark: _yqxxnwgboa3r][bookmark: _Toc113380102]Prepare a report on Amana’s performance during the year 2020
[bookmark: _t58b8kip2mmx][bookmark: _Toc113380103]Introduction
This report will present and discuss the information which has been calculated and evaluated in the above control report of Amana Ltd business. The evaluation is based on calculation of sales, profit and expenses of original budget, actual budget and variance. Variance analysis will help to understand the business performance during the year 2020. 

[bookmark: _7cz3nmqxahxn][bookmark: _Toc113380104]Amana ltd, tourist business performance during the year 2020
Amana ltd is a owned tourist business which is located in England and provides souvenirs to the tourists. This business is located across multiple places within England like Brighton, London bridge, Westminster bridge, Buckingam palace and the city centre and Manchester city centre. They have been working and trading the business for 40 years and running successfully. However during the Covid pandemic many businesses have broken out  due the government restriction and lockdown within the country and outside. The business are not able to make sufficient revenue during the period till April 2020 and then during the summer the business has earned some profit which then exhaust during the december 2020 to february 2021 lockdown. However in order to understand the performance of Amana’s business two set figures have been provided, one for original budget and another for actual budget figure, both have been evaluated in the above part. 
Based on the given and evaluated figures it has been noted that the unit for original budget is 100000  and selling price is £ 25. Whereas the actual budgeted figure looks like 80000 units for sales and selling price is £ 20. This implies the actual sales value is lesser than the original budget which is an adverse figure for the business. The sales have declined for what the business has budgeted which is not at all a favourable value or figure for the business. Original budget is that budget which has been initially approved for the budget period to carry out the work (Dalimunthe, 2021). It is also known as the consolidated or final budget where all the information related to the revenue,  reserve, transfer amount, allocation, supplementary or other authorised charges has been shown and adjusted in this period (Lawinsider, 2022). Whereas the flexed budget is that budget process which allows different sales levels and allows more realistic variance analysis at the end of the financial period. This is a budget which varies with change in amount of actual revenue earned (Bragg and Bragg, 2022). However the flexed budget is that budget which is rewritten for the actual level of activity. It is also used to understand the actual value of the budget for the business.
From the above calculation and evaluation  of the business performance through the original and actual budget, it can be said that sales during the period as per the original budget figure is showing £ 2500000 which is higher than the actual or flexed budget figure which is £1600000. This implies that there is a decline of £ 900000 sales which is an adverse situation for the business (Jordan et al., 2017). Whereas the variable cost which includes material cost and Labour cost seems to be more in the actual or flexed and less in the budgeted figure which implies that the actual cost has increased for the business than budgeted and that is negative affect the business by incurring more cost in the labour and material cost whereas for the overhead cost the flexed budget has declined which shows the favourable figure of £ 30000. However it has been noted that contribution is more in the original budget of £ 940000 than the actual or flexed budget. Whereas the fixed cost of the Amana ltd looks positive as the budgeted fixed cost is more than the actual cost this implies the business has reduced the cost in the fixed. This reduction in the warehouse rental cost which declined by £ 30000 is favourable . The insurance cost has not changed and predicted and budgeted the same in the actual figure of £ 100,000 and for full time warehouse supervisor salary showing reduction in fixed salary cost by £ 35000 thus the total fixed overhead cost is favourable for the business expenses. However after deducting the contribution cost from the fixed cost we obtained the net profit of the business which is showing adverse (Style, 2020). As the budgeted net profit is £ 1350000 which is £ 895000 more than the actual budgeted profit. This means the actual profit is lower than the budgeted profit which is unfavourable for the business development as well as the performance. Hence Amana ltd has not performed well as per the budgeted figure during the covid 19 pandemic. 
[bookmark: _lmgpjjarna7t][bookmark: _Toc113380105]Conclusion
From the above discussion it can be understood that to understand the performance of the business from the original and actual budget, variance analysis helps to get a proper figure of the business. Hence it can be understood that Amana ltd business was not performing well during the pandemic and its profit has also gone down due to the decreased sales and increased variable cost during the period . 
[bookmark: _1jv7on5iv2gq][bookmark: _Toc113380106]Provide recommendations to Amana’s CEO on areas of improvement
As the business has not performed well during the year 2020 there has been certain recommendation to be given to Amana's CEO so that it can be implemented to improve the situation of the business. During a pandemic the business needs to operate its business activities through the use of online processes which can reduce the cost of labour as well as material cost. 
The business needs to check its expenses that it has incurred during the period . As per the budgeted figures, the business has increased the variable costs by £ 70000 for material and labour cost which the business needs to cut to minimise the cost. The business also seems to reduce the selling price during the pandemic which has affected the sales as well as being unable to provide services to the tourist as there were restrictions and lockdowns during the period in England and all over the countries. The per unit cost for example, for the material cost the unit cost has increased by £ 1 ( £ 3.5) actual and £ 2.5 (budgeted ) which has increased the cost of material  by £ 30000. In the same way labour cost price increased by £1.5 which has increased the cost by £ 40000. However the business needs to check on the cost price as well as the selling price which has affected the business and also the unit sold by the business was less by 20000 units as per budgeted and selling price by £ 5. This has affected the profitability structure of the business irrespective the fixed cost reduced the business is unable to regain its profitability as per the budgeted figure. Hence the business needs to  monitor and control the cost price to reduce the cost and increase the sale price and unit to increase sales that will increase the profit of the business as budgeted.

[bookmark: _o6kqwd4qtt5m]

[bookmark: _Toc113380107]Part B
[bookmark: _16dcszoddd1q][bookmark: _Toc113380108]Introduction
In this report the discussion is based on Amana’s business which has been making the decision to go online or set up an online business and sell through Amazon . The report will provide the whole description, calculation and analysis based on the sales and  cost it has to incur while setting up the online business or business through the use of Amazon. The two situation has been shown and evaluated as follows
[bookmark: _qgdhlcahalvj][bookmark: _Toc113380109]Analysis of Mr Amana’s decision to go online 
Analysis of Amana Ltd business to go online by moving 50% of business to online sales or by selling through using the Amazon online platform.
[bookmark: _htbqtawmsgl1][bookmark: _Toc113380110]Situation 1: When Amana ltd business decide to move 50% of the business through online sales
The information which has been given are presented below: 
i) Cost of setting up delivery network 				 £ 150,000 
ii) Cost of upgrading current website to handle large volume of sales £ 50,000 
iii) Salary of a full time IT programmer 				£ 35,000 p.a
iv) the guaranteed sales of 100,000 units annually based on market research

The total online setting up cost are 

	Particulars
	Amount £

	Setting up delivery network cost
	150000

	Upgrade Current website 
	50000

	Full time salary to the IT programmer ( per annum)
	35000

	Total cost incurred to set up online business
	235000



Hence the total sales earned of 100000 unit with a selling price of £ 25 (considered the above figure of part A)
Total sales = sales unit * selling price
= 100000 units * £ 25 
= £ 2500000
Considering the total sales , the net profit will be 
Sales - total cost incurred to set up the online business 
£ (2500000 - 235000)
= £ 2265000
However, moving 50% of the sales online, then the total unit of sales will be 50% for online and remaining 50% offline sales through its remaining physical stores in the england. 
The remaining 50% sales online will be 
£ (100000* 50%) * £ 25 = £ 50000* £ 25
			= £ 1250,000
For online sales, Profit will be

	Particulars
	Amount £

	Total online sales (50%)
	1250000

	Less: total cost incurred to set up the online business 
	235000

	Net profit earned ( Through online)
	1015000



Whereas the sales and profit earned through offline sales (50%)

	Particulars
	Amount £

	Total offline sales (50%)
	1250000

	Less: total cost incurred to set up the online business *
	235000

	Net profit earned ( Through offline mode)
	1015000


*it has been assumed that all the cost remain same for offline sales mode
The total profit incurred from both online and offline mode by Amana ltd business is £ ( 1015000+ 1015000) = £ 2030000 profit
[bookmark: _psv3bhry5g34][bookmark: _Toc113380111]Situation 2: When Amana ltd business decides to sell on Amazon
To ascertain the profit the business needs to ascertain the cost and sales. In this situation the business decided to make an alternative plan to sell its product directly on Amazon and some of the expenses are as follows
Total cost to sell Amana’s product or services on Amazon

	Particulars
	Amount £

	Amazon fulfilment fees
	£ 50,000

	Total cost using amazon platform
	£ 50,000



Total guaranteed sales on using the Amazon online platform annually is 65000 units and the selling price will be the same as above to £ 25.
Hence the total sales , cost and profit earned to set up or sale through Amazon 

	Particulars
	Amount £

	Total sales ( sales unit * selling price)
	( 65000 * £ 25) = 1625000

	Less: Amazon fulfilment fees
	50000

	Net profit through using Amazon
	1575000



[bookmark: _ixq8rqj49h59][bookmark: _Toc113380112]Situation 1: Analysis
Based on the above calculation of profit it can be ascertained that the business will be  earning if using both the online (50%) and offline platform (50%) is £ 2030000. Where in the online mode the business earned profit of £ 1015000 and in offline mode the business earned profit of £ 1015000.  The total cost to set up the online sales business is £ 235000.
[bookmark: _nyzeducw1s2g][bookmark: _Toc113380113]Situation 2: Analysis
From the above calculation of the situation 1, if the business decide to sell on amazon the sales and cost which it incurred is less than the situation 1, which is 65000 units of sales which generates sales of £ 1625000 annually and cost of fulfilment fees is £ 50000 which earned a profit of £ 1575000. 
[bookmark: _ergfjval45uk][bookmark: _Toc113380114]Provide advise if they should set up their own online shop or sell on Amazon
From the above calculation and analysis of the two situation it can be understood that for the situation 1 will be able to earn more profit and sales using both the online and offline mode whereas if the business sell its product on Amazon then the profit will be less generated that is £ 1575000 from situation 1 that is £ 2030000. Hence the business or the Amana’s CEO will be advised to use the 50% online and 50% offline sales for its business, which is situation 1, so that it can incur more profit (Holloman, 2016). In situation 2, the business is unable to sell more products and is able to sell 65000 units which is low compared to situation 1 sales unit 100000. Even in situation 2, there is a lack of control over pricing and return policy which in situation 1 was not. The guaranteed sales is 65000 units which may increase or decrease as per competition as there is huge competition. However, it is recommended that Amana's business should go for the situation 1 so that it can earn more profit and sales.
[bookmark: _478m582rfbfr][bookmark: _Toc113380115]Conclusion 
From the above evaluation and analysis of the both the situation it can be understood Amana ltd  has decided to make business through online to improve the sales and profit . However, it has made two situations and among the two it can select situation 1, where it can sell 50% online and 50% offline to improve the profit and sales.

[bookmark: _s9s1ya99i4nm]
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