Accounting 
INTRODUCTION
Budget is an estimation of various incomes and expenditures which are to be amounted in the future. These budgets are prepared by taking into consideration past performance and final accounts of the firm(Bastini, Getzin and Lachmann, 2021) . The main purpose of preparing a budget is to ascertain the future profitability of a firm. It aids in finding out the possible outcome that can be achieved by any organisation. Then at the end of the year it is compared with the actual results of the business enterprises. In the following report monthly control budget have been prepared by using actual budget of the organisation. The performance of Amana Ltd has effected due to pandemic. Appropriate suggestions are given in accordance with the productivity and performance of the business concern.
PART A

1. Formulation of Monthly control report with the help of original budget, variances and flexible budget.
· Monthly control report: These reports are prepared on monthly basis which contains information related to business performance and internal management. This report includes various utilities, revenue, payroll and so on. The report is to be prepared to examine the expected cash that needs to be required in order to meet the future expenses. It is also used to compare the trend with the previous year’s financial records(Matějka, Merchant and O'Grady, 2021) 
· Flexible Budget:  It is explicit from the term itself that it refers to a budget that is always changing and undergoing modifications. These budgets aid in the tracking of a company's profit changes. This budget can be used to compare actual results to records that have been budgeted. It is a useful strategy when there are a variety of costs that are constant. In such instances, a problem arises in the development of a flexible budget(Salvoldi and Choukroun, 2019) 
	AMANA LTD

	Monthly Control Report

	Particulars
	Original Budget
	Flexed Budget
	Variances
	Variance (%)

	Sales
	2500000
	1600000
	-900000
	-36.00%UF

	Less: Cost of Goods Sold
	800000
	840000
	40000
	5.00%F

	Raw Material Cost
	250000
	280000
	30000
	12.00%F

	Direct labor Cost
	400000
	440000
	40000
	10.00%F

	Overheads Cost
	150000
	120000
	-30000
	-20.00%UF

	Gross Margins
	1700000
	760000
	-940000
	-55.29%UF

	Less: Operating Expenses
	350000
	305000
	-45000
	-12.86%UF

	Rent of the Warehouse
	200000
	170000
	-30000
	-15.00%UF

	Insurance Paid
	100000
	100000
	0
	0.00%

	Salary of Warehouse Supervisor
	50000
	35000
	-15000
	-30.00%UF

	Net Margins
	1350000
	455000
	-895000
	-66.30%UF


2. Report on Performance of Amana during the year 2020:

Amana's efficiency has been forecasted using the above-mentioned control report. There is a specific procedure which must be followed. The following is an explanation of such steps:

· Extra funds are spent in the following areas: Several areas are evaluated as a result of the above-mentioned study. Different budgets are used to assess the situation. Different kinds of inappropriate money spent are calculated using the same method.

· Tracing of the costs: Every business must incur costs for a variety of reasons, including the sale and manufacture of commodities and products. Process costing and work order costing are two charges that help calculate the cost of each task carried out within the manufacturing cycle. Examining each good's cost separately aids in reducing expenses that cover greater costs(Pheng, 2018) 
· Identification of locations where excessive expenses are incurred: Cost is determined by a variety of methods, including labour costs, other direct charges, and material costs. The cost audit in the company aids in the verification of accounts in order to keep track of the business's costs. The cost auditing in the business aids in the verification of accounts in order to keep track of the business's costs. It validates the cost accountant's objectives, procedures, and concepts for analysing expenditures. It aids in the implementation of relevant effective and efficient techniques for monitoring the company's excessive expenses(Siti-Nabiha and Jurnali, 2020)
· Based on the foregoing research, Amana Ltd. should focus on increasing revenue, direct labour, and raw materials in order to improve performance:

· The organization's net profit dropped by 660.30 percent. As a result, the firm must focus on lowering fixed and variable costs in relation to the company. With the aid of specific ideas to Amana Ltd, the financial health of the business can be improved and the profitability of the organisation may be boosted. There are numerous fixed company overheads that must be considered. Costs include insurance for fixed assets, personnel, warehouse rent, staff salaries, and the wealth supervisor's income. When compared to real budgets, company fixed costs are lower.

· When compared to the earlier budgets, company revenue is extremely low. Its value has dropped by 55.29 percent. The gross values indicate the company's revenue and activity-related costs. As a result, the value and cost of variables must be closely monitored from the start.

· The real budget switching rate is much higher than the flexible budget switching rate. It must concentrate on lowering the company's relevant selling costs. It will assist the organisation in earning more profit. In primary budgets, 100,000 units of sales are generated at a cost of $25, however in real budgets, the number of sales and the cost of goods sold are quite low. The effect of a lower selling rate would be unprofitable for the company (Smits and Nikdel,  2019) 
· The amount of raw materials and labour required is far greater than the budgeted amount. The primary budget, on the other hand, is worth 10% of the cost each product. However, in reality, its price is 280000, which is more than 10% higher. As a result, the company would focus on lowering the raw material valuation, lowering the entire cost of the company.
3. Recommendation on Amana CEO with respect to areas of improvement:

Amana Ltd might be approached with a variety of recommendations. The following is a brief explanation:

· Labour pay must be determined by the scale of output. Employees must be dispersed in a specific way. The per unit rate of a worker should be set so that the company does not incur excess wage expenses(Silva and et.al., 2020).
· In order to increase a company's earnings, it must sustain its focus on boosting the level of production. The higher production level would aid the corporation in achieving economies of scale, which translates to lower per-unit production costs. As a result, it aids in increasing productivity. It is important to comprehend the deficit experienced during the manufacturing process.

Elaborating reasons for Amana's decision to commence online business along with suggestions that whether they should go for their own website or use Amazon facility. 


The rivalries of Mr. Amana's business which are operating on large scale are expanding in various nations such as UK, Europe and US. It also has decided to change its commercial enterprise on online platforms and two different options of shifting online are stated below:

· The enterprise can shut down its branches of Birmingham, Manchester and Brighton and switching the sales online at 50%. There is various fixed cost of the enterprise such as upgrading the websites, earnings of an IT programmer, delivery network related work(Kambanis, Bottera and De Young,  2021) 

On the other hand, it gives guarantee of 100000 units of gross sales which is estimated on a yearly basis. 

Therefore, Amana has to cover the total cost of:

Cost related in process of up gradation which relates to handling turnover at a larger scale= 50000.

Salary of a full time IT programmer: 35000 per annum. 

Expenses incurred in installing delivery network: 15000

Total expenses incurred: 35000 + 50000 + 150000 = £2,35,000

· There are another alternative available that states sales of various products are available on various e-commerce sites such as Amazon and pay its costs related to fulfilment fees. It also has a guaranteed sale of 65000 units which are on the yearly base. The need for the commodities are also rising.  


According to the above scenario, the total expenses will be:


Amazon fulfilment cost: 50000


Therefore, planning and redesigning its own platform on the online basis will result to be costlier. The difference stated as 185000.


Amazon is an American multinational brand which deals in various categories such as grocery, household and electrical appliances. It can be interpreted that process selling done through amazon will give more benefits rather than own website. The most significant reason for the Amazon to go process selling is that the development of the website will result in increased cost and time as well(Heng and et.al., 2018).
Comparison between setting up online store and selling through Amazon site. 
	Basis 
	Amazon 
	Online store set up. 

	Scope 
	In today's time, the Amazon is covering around 45% of the revenue from the complete market and it is higher than the other markets. 
	The competition in the current market is very high and to sustain in the market. It is necessary for generating break even sales so that business will operate continuously. 

	Administration 
	It has created its differentiated brand value which is household requirements.  The sellers who are required to sell products by using the platform of Amazon is required to set its margin. 
	The administration is looked by the owners and they are responsible for operating the handling the cost of managing website. The maintenance cost of the site and their safeguarding on timely interval is looked by the business owner. 



	Ownership 
	It is not the responsibility of the seller to pay the cost of designing, handling and maintaining the website. 
	The owner is solely responsible for the designing, eliminating and modifying any product or services which are under the owner itself. It is designed according to the taste and needs of the owner. 

	Budget 
	The cost incurred on the selling the product using platform of Amazon is 50000 which is less as compared to the selling the products from the own website. 
	The budget cost incurred when products are sold through its own website. The cost will be 235000. It is very expensive which is signified as maintenance cost and it is incurred regularly. 

	Information 
	There are large number of customers so the database is always available in large volume. 
	In the initial stage, it becomes difficult to collect large database and requires more time. It is a time consuming process which involves huge cost too. 

	Defence
	The Amazon has a large market share which helps in maintaining the trust and creates a brand loyalty.
	It does not possess any goodwill or reputation at the starting process. It has to create its own goodwill from the scratch which may require efforts to build the same.

	Controller 
	The policy of pricing and return depends upon the availability of the goods and services. 
	When website is created by the oneself, then the policies related to regularizations are in the hands of the higher authorities. There is need to ensure the pricing strategy of the product and in what duration they are require to retain the customers. 



The differentiation which is explained above, there are various interpretation which can be described as given below:

· The significant point which can be extracted is that, if the entity goes on designing the new website it will require more funds and time. On the other hand, if the funds are invested in Amazon, the enterprise will be safe and there are less chances of risk. 

· It can also be observed that when the own platform is used, the enterprise is able to increase the 35000 units as compared to Amazon platform. It can be analysed that using the own platform will lead to improve the revenue of the organisation(Moreira and et.al., 2018).

· If Amana ltd. Is using the existing portal, it becomes difficult to control the prices of the products and services offered by the Amazon. It does not possess the ability to fluctuate the prices and policies.


From all the above points, it can be concluded Amana should go for developing their own website to sell the products and services. It helps the enterprise to gain control over prices and policies used by the enterprise. They also have management power of websites too (Cammelli, Coudel and de Freitas Navegantes Alves,  2019).
CONCLUSION

It can be inferred from the above provided report that every firm needs to plan ahead of time, whether it is for finances or policies that will be applied in the long run of the organisation. Budgets are beneficial to the long-term smooth operation of a firm and serve to reduce the risk, expense, and impact of unforeseen events. It also aids in the improvement of corporate efficiency and effectiveness in a competitive business environment. It is advised that management should not only rely on annual budgets, but also prepare them in response to changing market and organisational needs.
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