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Executive Summary
First part of the paper discussed about the variance analyses and budgetary development in the business operation and control report development. Control reports can be used to improve the operational stability of the firm and generate higher growth in the business function effectively. All the costs and revenue related to the business operation have been included in this report which leads the management to find out the issues in the financial operation of the firm and allow them to make an effective decision for the business development. The second part of the paper discusses the options and chooses the best options for Mr Amana. It is suggested that option 1 will be effective for Mr Amana to improve its business operation in future development.
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[bookmark: _Toc109513199]Introduction
Budgetary control can be used to predict the potential cash flow in the business to operate more effectively. With the help of budgetary control, an organization is able to generate a higher profit margin in the business operation and enhance its growth potential. The purpose of this assignment is to develop a control report by preparing the flexed budget, variances, and original budget in the business operation of Amana. Evaluation of the budget report has also been presented in order to improve the performance initiative of the business. On the other hand, a recommendation has been presented to the CEO of the organization to improve different areas eventually. The second part of the report is mainly developed to make the decision regarding online shows or Amazon selling for Amana in the current environment. Here, all the relevant costs regarding the business operation have been taken under consideration to evaluate the best possible way to get higher profitability from the business. 
[bookmark: _Toc109513200]Part A
[bookmark: _Toc109513201]Preparation of Control report
According to Milojević et al. (2018), the control report is the financial report used to record the operational transaction in the business operation and control the flow of cash in the current environment. Control reports can be used to improve the operational stability of the firm and generate higher growth in the business function effectively. In the organizational planning process, a control report has been used to improve the functional performance of the firm effectively. In order to measure the value of the business and the flow of the business operation more effectively, a control report can be used in the organizational operation effectively. These types of reports are beneficial for the organization to control the cash transaction and allocate resources effectively. This process also allows the firm to manage the source of funding and functional stability of the firm effectively. In order to identify the daily or monthly cash transactions in the business operation, a monthly control report has been prepared in the business operation (Kutsuri et al. 2018). On the other hand, budgetary control has been used to control the allocation of resources and monthly flow effectively. Operational performance of the business and stability of the business can be assessed through the use of the control report in the business operation effectively. All the costs and revenue related to the business operation have been included in this report which leads the management to find out the issues in the financial operation of the firm and allow them to make an effective decision for the business development. 
[bookmark: _Toc109513202]Development of the budget statement
In order to predict the financial transaction in the business operation of Amana Ltd. budgetary control process has been used in the current environment. Original Budget, flexed budget, and variance analyses have been prepared in this assignment to predict the financial flow of the business and evaluate the operational performance of the business effectively. 
Original budget:
	Preparation of the Original budget

	Items
	Amount

	Units
	100,000

	Selling price
	25

	Sales Revenue
	 2,500,000.00 

	Variable Costs
	 

	Materials
	    250,000.00 

	Labours
	    400,000.00 

	Overheads
	    150,000.00 

	Total variable Costs
	    800,000.00 

	Contribution
	 1,700,000.00 

	Fixed Overheads
	 

	Warehouse rental
	200,000

	Insurance
	100,000

	Supervisor Salary
	50,000

	Total Fixed Costs
	350,000

	Net profit
	 1,350,000.00 


Table 1: Preparation of Original budget for Amana ltd.
(Source: developed by the author)
Flexed Budget
	Preparation of Flexed Budget

	Items
	Amount

	Units
	80,000

	Selling price
	20

	Sales Revenue
	 1,600,000.00 

	Variable Costs
	 

	Materials
	280,000

	Labours
	440,000

	Overheads
	120,000

	Total variable Costs
	840,000

	Contribution
	    760,000.00 

	Fixed Overheads
	 

	Warehouse rental
	170,000

	Insurance
	100,000

	Supervisor Salary
	35,000

	Total Fixed Costs
	305,000

	Net profit
	    455,000.00 


Table 2: Preparation of flexed budget for Amana ltd.
(Source: developed by the author)
Variance Analyses
	Preparation of the Variance Analyses Report

	Items
	Budgeted
	Actual
	Variance

	Units
	100,000
	80,000
	20,000

	Selling price
	25
	20
	5

	Sales Revenue
	   2,500,000.00 
	 1,600,000.00 
	     -900,000.00 

	Variable Costs
	 
	 
	 

	Materials
	      250,000.00 
	    280,000.00 
	       -30,000.00 

	Labours
	      400,000.00 
	    440,000.00 
	       -40,000.00 

	Overheads
	      150,000.00 
	    120,000.00 
	         30,000.00 

	Total variable Costs
	      800,000.00 
	    840,000.00 
	       -40,000.00 

	Contribution
	   1,700,000.00 
	    760,000.00 
	       940,000.00 

	Fixed Overheads
	 
	 
	 

	Warehouse rental
	      200,000.00 
	170,000
	         30,000.00 

	Insurance
	      100,000.00 
	100,000
	                     -   

	Supervisor Salary
	        50,000.00 
	35,000
	         15,000.00 

	Total Fixed Costs
	      350,000.00 
	305,000
	         45,000.00 

	Net profit
	   1,350,000.00 
	    455,000.00 
	       895,000.00 


Table 3: Preparation of the variance analyses table
(Source: developed by the author)
[bookmark: _Toc109513203]Evaluation of performance 
Based on the evaluation of the budget, it is seen that the expected net profit on the original budget development is 1,350,000 whereas the net profit on the flexed budget for the organization is 455,000. Based on the evaluation of the Original budget, it is seen that the total variable costs in the business operation are 800,000 which has been calculated by adding the material costs, labor costs, and overhead costs of business operation. It is necessary for the business to evaluate the labor costs, material costs, and overhead costs in the business function for the identification of the contribution from the business operation. In order to calculate the contribution of the business effectively, it is necessary to deduct the total variable costs from the total sales revenue in the business operation. Here, it is seen that number of sales units for Amana Ltd is 100,000 whereas the selling price per unit is 25. Therefore, the total sales revenue of the business under the original budget is 2,500,000. Considering the assessment, it can be measured that the contribution to the business operation is 1,700,000 in the current environment. On the other hand, it is necessary to deduct the total fixed expenses from the contribution of the business to assess the net profit in the business operation effectively. Following the original budget, it can be stated that the expected financial performance of the firm is effective in the current environment. 
Flexed budget is the financial assessment method used to measure the actual business performance in the current environment (Clarke & Greenwood, 2020). Total costs of the business, revenue in the business operation, and net profit of the firm in the actual environment can be assessed by using the flexed budget. Following the assessment of the flexed budget, it is seen that the total number of unit sales is 80,000 with the price of 20. It can be identified that the total sales revenue of the firm is 1,600,000 which has been calculated by multiplying the total selling units and sales price per unit eventually. Flexed budget of Amana Ltd has shown that the total variable costs of the business are 840,000 which has been recognized by adding the material value of 280,000, labor value of 440,000, and overhead value of 120,000. The flexed budget shows that the actual contribution of the business from the operation is 760,000. Here, it can be identified that fixed expenses in the business operation are 305,000 which has been deducted from the contribution to measure the net profit from the business operation. From the calculation of the flexed budget, actual profitability from the business operation can be identified in the business operation effectively. It is seen that the actual profit from the operation is 455,000 which is lower than the budgeted profitability. From the profitability aspect, it is not effective for the organization in the current environment. 
Variance analyses are the financial assessment that has been used to interpret the financial performance of the firm in the current environment (Dai et al. 2021). In order to calculate the variance of the financial assessment, it is necessary to identify the differences between the actual and budgeted performance of the business effectively. It is necessary to deduct the actual costs from the budgeted costs to identify the variance in the business operation. Following the variance analyses, it is seen that the variance between the actual sales and budgeted sales in the business operation is -900,000 which indicates that the company is unable to achieve the budgeted sales value in the business operation. On the other hand, it is seen that the total variable costs of Amana Ltd are not effective as well as the actual variable costs are higher than the budgeted costs which indicate the overflow of the cash.  Evaluation of the net profit indicates the lower profitability in the business operation compared to budgeted profitability. It is seen that profit under flexed budget is 455,000 and the original budget is 1,350,000 which indicates a variance of 895,000. This data indicates the lack of performance in the business operation. 
[bookmark: _Toc109513204]Recommendation on improvement area
Strategic development: In order to improve the performance of the business in the current environment for Amana Ltd, it is necessary to improve the strategic development operation of the firm. This process will allow the firm to meet the budgeted profit effectively. Advertisement strategy and innovation strategy are necessary for the development of the sales unit in the business operation for Amana Ltd effectively. 
Inventory management: in order to improve the flow of cash effectively in the business operation, inventory management is necessary for the business (Kudlák et al. 2020). With the help of inventory management, variable costs of the firm can be reduced and the financial performance of the firm can be enhanced effectively. Waste management and resource management are the major aspects that the organization must take into consideration to improve the inventory operation. 
Resource Distribution: The distribution of resources is necessary for the development of the business performance in the current environment. In order to improve the sales revenue in the current environment, it is necessary to develop the distribution of the resources and focus on the pricing strategy of the firm. This process will allow the firm to manage the flow of cash effectively and achieve the budgeted sales revenue in the business operation eventually. 
[bookmark: _Toc109513205]Part B
[bookmark: _Toc109513206]Analysis of Mr Amana’s decision
Mr Amana who has his business function all over the UK is a little bit confused about choosing the proper decision for his online business opening. He is going through a  perplexing situation with this issue. This part of the report will try to eradicate the problem that Mr Amana facing by giving him an appropriate suggestions for his business process. He has two options either opening his own website or selling through e-commerce websites. Now it is necessary to give the idea of profitable and suitable options for Mr Amana. To find a suitable option for him an analysis of estimated expenses related to both options and net income from them is necessary to know. Proper calculation of these data will be imperative for Mr Amana to help him understand the most proper options. 
	1st option: If Mr Amana develops his own website for selling products

	Expenses
	 
 
 
 
 
 
 
 
 
 
	Units
	Amount (£ )

	Setting up a new delivery network
	
	 
	150000

	Upgrading website and handling charge
	
	 
	50000

	Salary of IT programmer
	
	 
	35000

	Total expenses
	
	 
	235000

	Estimated Sales, Mr Amana will be able to get
	
	 
	 

	Selling Units
	
	1,00,000
	 

	Selling price per unit
	
	 
	20

	Total Sales amount
	
	 
	2000000

	"Net profit = Sales - expenses"
	
	 
	1765000


Table 1: Analysis of the first option that is the website opening option
(Source: Created by author)
	2nd Option: If selling through Amazon

	Expenses
	Units
	 
	Amount (£ )

	Fulfilment fees of Amazon
	 
	 
	50000

	Estimated sales
	65000
	 
	 

	Selling Unit
	 
	 
	 

	Price per unit
	 
	 
	20

	Selling amount
	 
	 
	1300000

	"Net profit= Amount of Sales - Expenses"
	 
	 
	1250000


Table 2: Analysis of option 2 that is the e-commerce options
(Source: Created by author)
Table 1 is for the analysis of estimated expenses, sales and net income that Mr Amana can get if he chooses the first option. By choosing this option Mr Amana will have to spend £ 2,35,000. At the same time, he will be able to sell 1, 00,000 units of materials @ 20 each by this option. This option will help him to achieve a net profit of £ 17, 65,000. The estimated net profit amount that table 1 is showing can be an imperative figure for Mr Amana to choose this option. As there are other alternatives so it will not be beneficial to make a decision on the basis of this result. Here are some important factors related to option 1 where the focus needs to be given before making any decision. 
Option 1 is indirectly indicating that Mr Amana needs to focus on updating their online software. Day by day the cyber attack-related issue is increasing so it is obvious to focus on this issue. As a person from technical background can handle this issue so Mr Amana has to hire some IT programmers. The expense of hiring IT programmers and proper development of software will not only increase the expense but also headaches for Mr Amana. So before coming to a final decision it is required to analyze the second option.
Based on the evaluation of option 2, it is seen that Mr Amana will be able to generate profitability of 1,250,000 from the business operation if the company sells its product through Amazon websites. Here, it is seen that the estimated selling unit for Mr Amana will be 65,000 if the company will sale its product through Amazon’s online stores. It is expected that the sales per unit is 20 therefore the total revenue from the business operation will be 1,300,000. This option is beneficial for the firm to get higher profitability from the business operation through the use of a higher profit margin effectively. In this option, the company will be able to reduce its expenses in the business operation hence the profit margin will be lower for the firm. In this option, Mr Amana will partner with Amazon to sell the product in the market. 
[bookmark: _Toc109513207]Decision making
Based on the evaluation of two options, it is suggested that the company should select the first option to sell its product in the market. In order to generate higher profitability from the market and long-term planning, the first option of product sale will be effective for Mr Amana. In the long-term planning process, the company will be able to use its websites to sell its product in the market at low costs (Badibanga & Ohlson, 2021). This process will help the firm in the future to reduce operational costs and improve its sales performance. In addition to it, this option will help the business to improve the brand reputation of firm more effectively. Using its own websites will help the firm to increase its brand name in the market which will positively impact the customer base of the firm and increase the sales revenue effectively. Based on the assessment it can be stated that option 1 will be effective for Mr Amana to improve its business operation in future development. 
[bookmark: _Toc109513208]Conclusion
It is concluded that Mr Amana can adopt the first option to develop its own websites to sell its product in the market. It can be identified that Mr Amana will be able to generate higher profitability from the market with the incorporation of the first option effectively. Strategic development, inventory management, and resource allocation development are the suggestions that Amana ltd should take under consideration to achieve the budgeted allocation in the business operation. Strategic performance of the business can be improved in the current environment through the use of the operational stability in the business operation effectively. 
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