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Executive Summary
The purpose of this report is to understand the current financial performance of Amana limited and choose the best option for Mr Amana to operate his business. This report finds that the company is not making profit as much expected. Therefore, they need to focus on this aspect. Moreover, the second part of the report stated that by setting up website and selling products online Mr Amana will be able to increase its business operation. 
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[bookmark: _Toc121849459]Introduction
The sudden spread of COVID-19 hampered the business operation of many organisations dealing in several sectors.  Organisations in the UK have also faced several hindrances in their business operation due to the COVID issue and their business operation hampered a lot. The negative impact of COVID is more on those organisations that operate their business offline. The case study of Amana limited demonstrated that the organisation has been operating its business in the tourism sector of the UK for a long time and they have been successfully operating their business in the UK. However, the sudden spread of COVID-19 reduced their sales a lot and this issue hampers the profitability of the organisation as well. This report will analyse the performance of Amana limited by preparing the monthly control report of the organisation. Besides that, this report will help Mr Amana to understand whether he will choose the online option or selling products through Amazon. 
[bookmark: _Toc121849460]Part A
i) [bookmark: _Toc121849461]Preparation of monthly control report
	“In the books of Amana limited”

	“Original budget”

	“Particulars ”
	“Amount (£ )”

	“Selling unit= 100,000”
	

	“Selling price of unit= 25”
	

	“Revenue generated”
	2500000

	“Variable cost of the company”
	

	“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: Preparation of Orginal budget
(Source: Self-created)
The preparation of original budget of the Amana limited stated that the estimated revenue that the company will be going to earn is 25,00,000 £. The total fixed cost of the organisation is £ 3,50,000 and the total variable cost of the company is £ 8,00,000. The estimated net income of the company is £ 13,50,000. 
	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 the company
(Source: Self-created)
The preparation of actual or flexed budget of the organisation revealed that the actual revenue earned by the organisation is £ 16,00,000 and the actual net profit earned by the organisation is £ 4,55,000. The preparation of the original and flexed budget will be very helpful for the preparation of 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
(Source: Self-Created)
The variance is the difference of the actual and fixed budget (Sembieva, & Ismailova, 2022). The Amana limited was estimating that they will be able to earn a revenue of £ 25,00,000 and in actual they earn a revenue of £ 16,00,000. Therefore, the actual revenue of the company is £ 9,00,000 less than what they were expecting. At the same time, the variable cost of the company also increased more than expected. That is why the net profit of the company also decreased. The net profit of the company was £ 13,50,000 and in actual the net profit of the organisation is £ 4,55,000. Therefore, the company earned £ 8,95,000 amount that they were expected. 
[bookmark: _Toc121849462]ii) Report on the performance of Amana
The preparation of the original, the actual and the variance budget of Amana limited shows that the organisation’s net income for the particular year is lower than expected. The management of the business entity was thinking that they would be able to earn a huge amount of revenue from their business operation and they will be able to eradicate the effect of COVID-19 from their business operation. However, in reality, the revenue of the company was less than what they were expecting. Besides that, the net profit of the company also decreased than expected.
The possible reason behind the decrease in the net profit is the decrease in the revenue earned by the company in actual (Zhang et al., 2020). It has already been stated that in reality, the company earned less revenue than they were expecting. Another reason behind the decrease in the net profit, in reality, is the increase in the variable cost of the organisation. The increase in the variable cost has increased the cost of business operation of Amana limited and that is why the organisation’s actual net profit was £ 8,95,000 lower than expected. These two reasons are very much responsible for the decrease in the net profit of Amana limited. Hence, the company is not in a good financial condition and they need to focus on these aspects properly. 
[bookmark: _Toc121849463]iii) Recommendations to Amana for improving the performance of Amana
After analysing the financial performance of Amana limited it can be stated that the management of the organisation needs to focus on some important aspects for improving their performance (Herrera & Olaberria, 2020). The organisation’s financial performance is not that much well. That is why it is very necessary for the organisation to focus on this aspect properly. 
i) The company needs to reduce their variable cost. It has already been noticed that the variable expense of the company is quite huge and it is very much responsible for decreasing the profit of the organisation. That is why they need to decrease the cost of business operations. The company has been importing products from china and then selling them in the UK. It can be a major reason behind the increasing cost of operation of the organisation. They can manufacture their product in the UK. By manufacturing souvenirs in the UK, they will be able to reduce the cost of operation as they do not have to pay import charges or tax (Pyroha, 2018). Such an aspect will be very beneficial for the company to decrease their cost of business operation and it will help them to increase their net profit.
ii) The company can also use technology in its business operation. The use of technology will reduce the necessity of a huge number of workforce in their business operation and the company does not have to pay a lot to their labour (Bakhodirovna, 2019). This thing will also be very beneficial for the organisation to reduce their cost of business operation. This aspect will also be very beneficial for the organisation to enhance their overall profitability. 
iii) The decrease in revenue is another problem that the organisation has been facing in its business operation. In this scenario, the organisation needs to focus on implementing some effective strategies for its business operation. The organisation can focus on the marketing aspect for increasing its revenue. The appropriate use of marketing channels and strategy can be very beneficial for the organisation to enhance their revenue and such a thing will increase the profitability of the organisation also (Talmon & Faliszewski, 2019). The use of online marketing channels can be very beneficial for the company to improve its performance. They can also use the strategy of celebrity endorsement also for increasing their revenue.
iv) In this situation the management of the organisation can also provide several discounts and offers to customers for increasing its revenue (Nakonechna, 2020). By providing offers and discounts they will be able to attract a huge number of customers and such a thing will be very beneficial for the organisation. 
If the management and CEO of the business entity follow these recommendations and take proper steps according to the recommendation, then they will be able to increase their portability and will also be able to improve their financial condition. 
[bookmark: _Toc121849464]Part B
[bookmark: _Toc121849465]Analysis of two different options and the selection of the best option for Mr. Amana
Mr. Amana noticed that many organisations in modern times have been operating their business online and they have been getting a great advantage for that. The revenue and profitability of those organisations have been increasing a lot (Kreutzer, 2018). That is why Mr Amana is also thinking that he would shift 50% of his business operation to online and by doing this he will be able to more profit from his business operation. However, he is a little bit confused about whether he would set up his own website for selling products online or whether he would sell the products through the e-commerce website Amazon. 
To identify the best option for them this report will evaluate two options and each aspect related to both options.
Option 1: Setting up own website
The launching of its own website can be a very effective option for an organisation to enhance its business operation (Baig et al., 2020). in the online market and for earning a huge amount of profit from the business operation. This part of the report will try to identify the net profit that the company would be able to make by launching its own website.
By conducting market research Mr Amana understand that his organisation will be able to sell 1,00,00 units every year.
The price per unit is = £ 20.
 Therefore, the total revenue is = 20,00,000
On the other hand, the total cost required for the business operation is = £ (1,50,00 +50,000+ 35,000) = £ 2,35,000
Hence, the net profit that the company will be able to earn in this process is = £ (20,00,000 - 2,35,000) = £ 1765000.
After analysing the effectiveness of this decision it can be stated that it can be a very profitable strategy for the organisation and this strategy can help the organisation a lot to increase its performance. By setting up a website they will be able to increase their profitability a lot. Therefore, this strategy will be a very imperative strategy for the organisation. It is also very important to mention that in the first year the company is going to make a good amount of profit and that can be very beneficial for the organisation to develop their performance in the future and create several opportunities for them.  However, it will not be very appropriate to choose this option before evaluating the other options. The evaluation of other options will be helpful for the company to understand the most profitable option for them and by finding the most suitable option the company will be able to choose the best option. 
Option 2: Selling products through Amazon
The organisation has also the option of selling its product through the e-commerce website Amazon. Now it is necessary to understand whether the company will be able to make a huge profit from its business operation through Amazon or not. It will also help to understand whether the company’s overall expenses will be more than the first option or not. 
Expected selling unit is = £ 65,000
Selling price is = £ 20
Therefore, the revenue is = £ (65,000 x 20) = £ 13,00,000
The expense related to business operation is = £ 50,000
Hence, the net profit that the company will be able to earn is = £(13,00,000 - 50,000) = £12,50,000. 
In this process the net profit of the company is lower than the first option and the expense related to the business operation is also lower than the first option. In the second option, Mr Amana will not have to spend any amount for setting up websites or for maintenance of the website. In this option, the company will also not have to spend a lot on labour or promotional activities. 
[bookmark: _Toc121849466]Recommendation
The evaluation of both the first and second option shows that in the first option the revenue and net profit of the company is more than the second option but the expense related to business operation is also more in the first option. On the other hand, according to case study revealed that in the second option, Mr Amana will not have control over pricing and return policy. As there will be no control over the pricing and return policy and the net profit of this option will be lower than the first option that is why the first option will be the most effective option for Mr Amana to choose.
By choosing the first option Mr Amana will be able to enhance its business performance and will be able to make a huge profit from his business process (Haig, 2020). Every organisation operates its business to maximise profit and by choosing the first option the organisation will be able to enhance its performance (Barney, 2018). Moreover, in the second option, Mr Amana will have very low control over pricing. This issue is also a very major issue. If Mr Amana chooses the second option, then he will hardly have any control over the business operation and he will not be able to make proper decisions related to business operations. That is why Mr Amana should choose the first option (Pidun et al., 2019). In the first option, the company will have to spend a lot for setting up the business or developing the website but in long term, it will be very beneficial for the company. They will be able to make their own decision and will be able to enhance their business operation more in the future.
[bookmark: _Toc121849467]Conclusion
The above discussion of the report demonstrated that Amana limited needs to focus on its business operation and needs to enhance its business operation. They are not following the appropriate business strategy and that is why they have not been able to make the profit they were expecting. The discussion of the second part of the report demonstrated that by setting up a new website and selling products through his own website Mr Amana will be able to gain a huge profit. That is why the first option will be the most effective option for Mr Amana to choose. In the second option, the profitability is very less and Mr Amana will also have very less control over the business process. That is why, if Mr Amana chooses the first option then he will get a great competitive advantage in his business operation and he will be able to increase his business operation more in the near future. 
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