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Introduction





This report will analyse a monthly control report to show original budget, flexed budget, and variances of the company Amana LTD. The company is selling souvenirs in England, and it proved successful for 40 years as a family-owned business. The information obtained in the monthly control report will be analysed and used to provide Amana Ltd a set of recommendations in order to increase the company profit.
In the second part of this paper the discussion will focus on the costs involved in the decision of Mr Amana of moving 50% of the sales online. An analyse will be conducted with the purpose of highlighting the best option from the 2 situations available.









(I) Control Report for Amana Ltd 













(II)

Price and Quantity Variance
Actual Quantity = 80,000
Actual Quantity = 80,000
Standard Price = 25
Standard quantity = 100,000










Direct Materials Variance
Actual Material Price = 280,000/80,000 = 3,5
Actual Material Price = 280,000/80,000 = 3,5
Actual Material Price = 280,000/80,000 = 3,5
Standard Material Quantity = 100,000










Labour Variance
Actual Labour Price = 440,000 / 80,000 = 5.5
Actual Labour Quantity = 80,000
Standard Labour Price = 4
Standard Labour Quantity = 100,000





· The decline in the selling price is the first evident variation in Amana Ltd.’s performance report. Amana Ltd saw a drop in sales as a result of the Covid-19 Pandemic. To maintain forecasted sales, the company opted to lower the selling price, despite the fact that this is proven an unsustainable option.

· In the actual budget, the rise in material expenses has been noted. The material cost is one of the most important components of a company's variable costs. 
             Amana Ltd failed to keep the material costs in line with the original budget.

· Even though the company produced a smaller number of units the cost of labour was increased.

· Contribution per unit is reduced. The leftover profit on the sale of one unit after all variable expenses have been deducted from the relevant revenue is known as contribution per unit. The contribution per unit has decreased dramatically because of a lower pricing, higher material and labour costs.

· Costs of fixed overheads are being reduced. Rent, utilities, basic telephone, loan payments, and other fixed overhead expenditures stay consistent regardless of whether sales increase or decrease. 
By renegotiating and lowering fixed expenditures like warehouse leasing and full-time warehouse supervisor salaries, Amana Ltd has exhibited efficient cost management.



(III) Recommendations to Amana’s CEO:

· Amana Ltd could become more labour cost effective and waste-free by implementing a new training programme.
· The reduction in the selling price should be considered a temporary fix, as research shows that this is not a long-term answer.



PART B 

To analyse Mr Amana’s decision to go online by setting their own online shop or sell on Amazon, pro and cons arguments will be taken in consideration. All relevant costs will be taken into consideration. 


Amazon 

 Selling price/unit = 20
	Amazon 

	 Revenue / 65,000 units 
	 £         1,300,000.00 

	 
	 

	 
	 

	 Amazon fees 
	 £              50,000.00 

	 TOTAL COSTS 
	 £              50,000.00 

	 Operating Profit 
	 £         1,250,000.00 




· Pro
The benefit of wide exposure, large volume of consumers as Amazon has millions of monthly users.
Throw Amazon the company can expand to other parts of the globe, also will be more visible fact that can attract new customers. 

· Cons 
Competition, as there are thousands of sellers Amana Ltd has to remain competitive 



Online Shop

Selling price/unit = 20





· Pro

The guaranteed sales are higher.
Significantly larger operational profit than when selling on Amazon.
Control on pricing and returns.
 Over 90% of the costs involved in setting up an online shop are not repeatable.


· Cons 
Higher Costs.


Conclusion

The data found indicates that is recommended that Mr Amana should decide to open his own online store.
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Microsoft_Excel_Worksheet.xlsx
Sheet1

		( I)

		Items		Cost per unit 		Original budget £		Flexible budget £		Actual £		Variance £

		Units				100000		80000		80000

		Selling price 		£   25.00				£   25.00		£   20.00

		Revenue				£   2,500,000.00		£   2,000,000.00		£   1,600,000.00		£   (400,000.00)		UF

		Materials		2.5X100000		£   250,000.00		£   200,000.00		£   280,000.00		£   (80,000.00)		UF

		Labour		4x100000		£   400,000.00		£   320,000.00		£   440,000.00		£   120,000.00		UF

		Overhead		1.5x100000		£   150,000.00		£   120,000.00		£   120,000.00		£   - 0		-

		Contribution		£   17.00		£   1,700,000.00		£   1,360,000.00		£   760,000.00		£   (600,000.00)		UF

		Fixed overheads:

		Warehouse rental		£   200,000.00		£   200,000.00		£   200,000.00		£   170,000.00		£   30,000.00		F

		Insurance 		£   100,000.00		£   100,000.00		£   100,000.00		£   100,000.00		£   - 0		-

		Warehouse supervisor salary 				£   50,000.00		£   50,000.00		£   35,000.00		£   15,000.00		F

		Profit				£   1,350,000.00		£   1,010,000.00		£   455,000.00		£   (555,000.00)		U



		Price variance 		Actual quantity (Actual Price - Standard Price) => 80000(20-25) = -400 000

		Quantity Variance		(Standard Quantity x Standard Price) - (Actual Quantity x Standard Price) = 500,000 



		Material Variance

		Actual Material Price		Actual Material Cost/Actual Units produced => 280000/80000 = 3.5/unit

		Material Price Variance		(Actual Material Quantity x Standard Material Price) - (Actual Material Quantity x Actual Material Price) => (80000x2.5) - (80000x3.5) = -80000

		Material Quantity Variance		(Standard Material Quantity x Standard Material Price) - (Actual Material Quantity x Standard Material Price) => (100000x2.5) - (80000x2.5) = 50000



		Labour Variance

		Actual Labour Price 		Actual Labour Cost/Actual Units Produced => 440000/80000=5.5/unit

		Labour Price Variance		(Actual Labour Quantity x Standard Labour Price) - (Actual Labour Quantity x Actual Labour Price) => (80000x4) - (80000x5.5) = -120,000

		Labour Quantity Variance		(Standard Labour Quantity x Standard Labour Price) - (Actual Labour Quantity x Standard Labour Price) => (100000x4) - (80000x4) = 80000

		Actual Contribution per unit		Actual price - Actual Material Price - Actual Labour Price - Actual Overhead/unit Price => 20 -3.5 - 5.5 - 1.5 = 9.5/unit

				Selling price/unit = 20



				Online Shop				Amazon

				Revenue / 100,000 units		£   2,000,000.00		Revenue / 65,000 units		£   1,300,000.00

				Delivery Nettwork		£   150,000.00

				Upgrading website		£   50,000.00

				IT programmer/anum		£   35,000.00		Amazon fees		£   50,000.00

				TOTAL COSTS		£   185,000.00		TOTAL COSTS		£   50,000.00

				Operating Profit		£   1,815,000.00		Operating Profit		£   1,250,000.00









Sheet2

		Price and Quantity Variance

		Actual Quantity = 80,000

		Actual Price = 20

		Standard Price = 25

		Standard quantity = 100,000

						Actual Quantity x Actual Price				Actual Quantity x Standard Price				Standard Quantity x Standard Price

						80,000 x 20 = 1,600,000				80,000 x 25 = 2,000,000				100,000 x 25 = 2,500,000



						Price Variance						Quantity Variance

						(400,000) UN						500,000 F



		Direct Materials Variance

		Actual Material Price = 280,000/80,000 = 3,5

		Actual Material Quantity = 80,000

		Standard Material Price = 2.5				Actual MaterialQuantity x Actual Material Price				Actual Material Quantity x Standard Material Price				Standard Material Quantity x Standard Material Price

		Standard Material Quantity = 100,000				80,000 x 3.5 = 280,000				80,000 x 2.5 = 200,000				100,000 x 2.5 = 250,000











						Price Material Variance						Quantity Material Variance

						(80,000) UN						50,000 F









		Labour Variance

		Actual Labour Price = 440,000 / 80,000 = 5.5

		Actual Labour Quantity = 80,000

		Standard Labour Price = 4

		Standard Labour Quantity = 100,000				Actual Labour Quantity x Actual Labour Price				Actual Labour Quantity x Standard Labour Price				Standard Labour Quantity x Standard Labour Price

						80,000 x 5.5 = 440,000				80,000 x 4 = 320,000				100,000 x 4 = 400,000











						Labour Price Variance						Labour Quantity Variance

						(120,000) UN						80,000 F
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Actual Quantity x Actual Price Actual Quantity x Standard Price Standard Quantity x Standard Price
80,000 x 20 = 1,600,000 80,000 x 25 = 2,000,000 100,000 x 25 = 2,500,000



Quantity Variance
500,000 F



Price Variance
(400,000) UN










Actual Quantity x Actual Price Actual Quantity x Standard Price Standard Quantity x Standard Price

80,000 x 20 = 1,600,000 80,000 x 25 = 2,000,000 100,000 x 25 = 2,500,000

Quantity Variance

500,000 F

Price Variance

(400,000) UN


Microsoft_Excel_Worksheet1.xlsx
Sheet1

		( I)

		Items		Cost per unit 		Original budget £		Flexible budget £		Actual £		Variance £

		Units				100000		80000		80000

		Selling price 		£   25.00				£   25.00		£   20.00

		Revenue				£   2,500,000.00		£   2,000,000.00		£   1,600,000.00		£   (400,000.00)		UF

		Materials		2.5X100000		£   250,000.00		£   200,000.00		£   280,000.00		£   (80,000.00)		UF

		Labour		4x100000		£   400,000.00		£   320,000.00		£   440,000.00		£   120,000.00		UF

		Overhead		1.5x100000		£   150,000.00		£   120,000.00		£   120,000.00		£   - 0		-

		Contribution		£   17.00		£   1,700,000.00		£   1,360,000.00		£   760,000.00		£   (600,000.00)		UF

		Fixed overheads:

		Warehouse rental		£   200,000.00		£   200,000.00		£   200,000.00		£   170,000.00		£   30,000.00		F

		Insurance 		£   100,000.00		£   100,000.00		£   100,000.00		£   100,000.00		£   - 0		-

		Warehouse supervisor salary 				£   50,000.00		£   50,000.00		£   35,000.00		£   15,000.00		F

		Profit				£   1,350,000.00		£   1,010,000.00		£   455,000.00		£   (555,000.00)		U



		Price variance 		Actual quantity (Actual Price - Standard Price) => 80000(20-25) = -400 000

		Quantity Variance		(Standard Quantity x Standard Price) - (Actual Quantity x Standard Price) = 500,000 



		Material Variance

		Actual Material Price		Actual Material Cost/Actual Units produced => 280000/80000 = 3.5/unit

		Material Price Variance		(Actual Material Quantity x Standard Material Price) - (Actual Material Quantity x Actual Material Price) => (80000x2.5) - (80000x3.5) = -80000

		Material Quantity Variance		(Standard Material Quantity x Standard Material Price) - (Actual Material Quantity x Standard Material Price) => (100000x2.5) - (80000x2.5) = 50000

		Labour Variance

		Actual Labour Price 		Actual Labour Cost/Actual Units Produced => 440000/80000=5.5/unit

		Labour Price Variance		(Actual Labour Quantity x Standard Labour Price) - (Actual Labour Quantity x Actual Labour Price) => (80000x4) - (80000x5.5) = -120,000

		Labour Quantity Variance		(Standard Labour Quantity x Standard Labour Price) - (Actual Labour Quantity x Standard Labour Price) => (100000x4) - (80000x4) = 80000

		Actual Contribution per unit		Actual price - Actual Material Price - Actual Labour Price - Actual Overhead/unit Price => 20 -3.5 - 5.5 - 1.5 = 9.5/unit

				Selling price/unit = 20



				Online Shop				Amazon

				Revenue / 100,000 units		£   2,000,000.00		Revenue / 65,000 units		£   1,300,000.00

				Delivery Nettwork		£   150,000.00

				Upgrading website		£   50,000.00

				IT programmer/anum		£   35,000.00		Amazon fees		£   50,000.00

				TOTAL COSTS		£   185,000.00		TOTAL COSTS		£   50,000.00

				Operating Profit		£   1,815,000.00		Operating Profit		£   1,250,000.00
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		Price and Quantity Variance
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						Price Variance						Quantity Variance

						(400,000) UN						500,000 F



		Direct Materials Variance

		Actual Material Price = 280,000/80,000 = 3,5

		Actual Material Quantity = 80,000

		Standard Material Price = 2.5				Actual MaterialQuantity x Actual Material Price				Actual Material Quantity x Standard Material Price				Standard Material Quantity x Standard Material Price

		Standard Material Quantity = 100,000				80,000 x 3.5 = 280,000				80,000 x 2.5 = 200,000				100,000 x 2.5 = 250,000

						Price Material Variance						Quantity Material Variance

						(80,000) UN						50,000 F



		Labour Variance

		Actual Labour Price = 440,000 / 80,000 = 5.5

		Actual Labour Quantity = 80,000

		Standard Labour Price = 4

		Standard Labour Quantity = 100,000				Actual Labour Quantity x Actual Labour Price				Actual Labour Quantity x Standard Labour Price				Standard Labour Quantity x Standard Labour Price

						80,000 x 5.5 = 440,000				80,000 x 4 = 320,000				100,000 x 4 = 400,000

						Labour Price Variance						Labour Quantity Variance

						(120,000) UN						80,000 F
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Actual MaterialQuantity x 
Actual Material Price



Actual Material Quantity x 
Standard Material Price



Standard Material Quantity x 
Standard Material Price



80,000 x 3.5 = 280,000 80,000 x 2.5 = 200,000 100,000 x 2.5 = 250,000



Quantity Material Variance
50,000 F



Price Material Variance
(80,000) UN










Actual MaterialQuantity x 

Actual Material Price

Actual Material Quantity x 

Standard Material Price

Standard Material Quantity x 

Standard Material Price

80,000 x 3.5 = 280,000 80,000 x 2.5 = 200,000 100,000 x 2.5 = 250,000

Quantity Material Variance

50,000 F

Price Material Variance

(80,000) UN


Microsoft_Excel_Worksheet2.xlsx
Sheet1

		( I)

		Items		Cost per unit 		Original budget £		Flexible budget £		Actual £		Variance £

		Units				100000		80000		80000

		Selling price 		£   25.00				£   25.00		£   20.00

		Revenue				£   2,500,000.00		£   2,000,000.00		£   1,600,000.00		£   (400,000.00)		UF

		Materials		2.5X100000		£   250,000.00		£   200,000.00		£   280,000.00		£   (80,000.00)		UF

		Labour		4x100000		£   400,000.00		£   320,000.00		£   440,000.00		£   120,000.00		UF

		Overhead		1.5x100000		£   150,000.00		£   120,000.00		£   120,000.00		£   - 0		-

		Contribution		£   17.00		£   1,700,000.00		£   1,360,000.00		£   760,000.00		£   (600,000.00)		UF

		Fixed overheads:

		Warehouse rental		£   200,000.00		£   200,000.00		£   200,000.00		£   170,000.00		£   30,000.00		F

		Insurance 		£   100,000.00		£   100,000.00		£   100,000.00		£   100,000.00		£   - 0		-

		Warehouse supervisor salary 				£   50,000.00		£   50,000.00		£   35,000.00		£   15,000.00		F

		Profit				£   1,350,000.00		£   1,010,000.00		£   455,000.00		£   (555,000.00)		U



		Price variance 		Actual quantity (Actual Price - Standard Price) => 80000(20-25) = -400 000

		Quantity Variance		(Standard Quantity x Standard Price) - (Actual Quantity x Standard Price) = 500,000 



		Material Variance

		Actual Material Price		Actual Material Cost/Actual Units produced => 280000/80000 = 3.5/unit

		Material Price Variance		(Actual Material Quantity x Standard Material Price) - (Actual Material Quantity x Actual Material Price) => (80000x2.5) - (80000x3.5) = -80000

		Material Quantity Variance		(Standard Material Quantity x Standard Material Price) - (Actual Material Quantity x Standard Material Price) => (100000x2.5) - (80000x2.5) = 50000

		Labour Variance

		Actual Labour Price 		Actual Labour Cost/Actual Units Produced => 440000/80000=5.5/unit

		Labour Price Variance		(Actual Labour Quantity x Standard Labour Price) - (Actual Labour Quantity x Actual Labour Price) => (80000x4) - (80000x5.5) = -120,000

		Labour Quantity Variance		(Standard Labour Quantity x Standard Labour Price) - (Actual Labour Quantity x Standard Labour Price) => (100000x4) - (80000x4) = 80000

		Actual Contribution per unit		Actual price - Actual Material Price - Actual Labour Price - Actual Overhead/unit Price => 20 -3.5 - 5.5 - 1.5 = 9.5/unit

				Selling price/unit = 20



				Online Shop				Amazon

				Revenue / 100,000 units		£   2,000,000.00		Revenue / 65,000 units		£   1,300,000.00

				Delivery Nettwork		£   150,000.00

				Upgrading website		£   50,000.00

				IT programmer/anum		£   35,000.00		Amazon fees		£   50,000.00

				TOTAL COSTS		£   185,000.00		TOTAL COSTS		£   50,000.00

				Operating Profit		£   1,815,000.00		Operating Profit		£   1,250,000.00
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		Price and Quantity Variance

		Actual Quantity = 80,000

		Actual Quantity = 80,000

		Standard Price = 25

		Standard quantity = 100,000

						Actual Quantity x Actual Price				Actual Quantity x Standard Price				Standard Quantity x Standard Price

						80,000 x 20 = 1,600,000				80,000 x 25 = 2,000,000				100,000 x 25 = 2,500,000

						Price Variance						Quantity Variance

						(400,000) UN						500,000 F



		Direct Materials Variance

		Actual Material Price = 280,000/80,000 = 3,5

		Actual Material Price = 280,000/80,000 = 3,5

		Actual Material Price = 280,000/80,000 = 3,5				Actual MaterialQuantity x Actual Material Price				Actual Material Quantity x Standard Material Price				Standard Material Quantity x Standard Material Price

		Standard Material Quantity = 100,000				80,000 x 3.5 = 280,000				80,000 x 2.5 = 200,000				100,000 x 2.5 = 250,000

						Price Material Variance						Quantity Material Variance

						(80,000) UN						50,000 F



		Labour Variance

		Actual Labour Price = 440,000 / 80,000 = 5.5

		Actual Labour Quantity = 80,000

		Standard Labour Price = 4

		Standard Labour Quantity = 100,000				Actual Labour Quantity x Actual Labour Price				Actual Labour Quantity x Standard Labour Price				Standard Labour Quantity x Standard Labour Price

						80,000 x 5.5 = 440,000				80,000 x 4 = 320,000				100,000 x 4 = 400,000

						Labour Price Variance						Labour Quantity Variance

						(120,000) UN						80,000 F
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		( I)

		Items		Cost per unit 		Original budget £		Flexible budget £		Actual £		Variance £

		Units				100000		80000		80000

		Selling price 		£   25.00				£   25.00		£   20.00

		Revenue				£   2,500,000.00		£   2,000,000.00		£   1,600,000.00		£   (400,000.00)		UF

		Materials		2.5X100000		£   250,000.00		£   200,000.00		£   280,000.00		£   (80,000.00)		UF

		Labour		4x100000		£   400,000.00		£   320,000.00		£   440,000.00		£   120,000.00		UF

		Overhead		1.5x100000		£   150,000.00		£   120,000.00		£   120,000.00		£   - 0		-

		Contribution		£   17.00		£   1,700,000.00		£   1,360,000.00		£   760,000.00		£   (600,000.00)		UF

		Fixed overheads:

		Warehouse rental		£   200,000.00		£   200,000.00		£   200,000.00		£   170,000.00		£   30,000.00		F

		Insurance 		£   100,000.00		£   100,000.00		£   100,000.00		£   100,000.00		£   - 0		-

		Warehouse supervisor salary 				£   50,000.00		£   50,000.00		£   35,000.00		£   15,000.00		F

		Profit				£   1,350,000.00		£   1,010,000.00		£   455,000.00		£   (555,000.00)		U



		Price variance 		Actual quantity (Actual Price - Standard Price) => 80000(20-25) = -400 000

		Quantity Variance		(Standard Quantity x Standard Price) - (Actual Quantity x Standard Price) = 500,000 



		Material Variance

		Actual Material Price		Actual Material Cost/Actual Units produced => 280000/80000 = 3.5/unit

		Material Price Variance		(Actual Material Quantity x Standard Material Price) - (Actual Material Quantity x Actual Material Price) => (80000x2.5) - (80000x3.5) = -80000

		Material Quantity Variance		(Standard Material Quantity x Standard Material Price) - (Actual Material Quantity x Standard Material Price) => (100000x2.5) - (80000x2.5) = 50000

		Labour Variance

		Actual Labour Price 		Actual Labour Cost/Actual Units Produced => 440000/80000=5.5/unit

		Labour Price Variance		(Actual Labour Quantity x Standard Labour Price) - (Actual Labour Quantity x Actual Labour Price) => (80000x4) - (80000x5.5) = -120,000

		Labour Quantity Variance		(Standard Labour Quantity x Standard Labour Price) - (Actual Labour Quantity x Standard Labour Price) => (100000x4) - (80000x4) = 80000

		Actual Contribution per unit		Actual price - Actual Material Price - Actual Labour Price - Actual Overhead/unit Price => 20 -3.5 - 5.5 - 1.5 = 9.5/unit

				Selling price/unit = 20



				Online Shop				Amazon

				Revenue / 100,000 units		£   2,000,000.00		Revenue / 65,000 units		£   1,300,000.00

				Delivery Nettwork		£   150,000.00

				Upgrading website		£   50,000.00

				IT programmer/anum		£   35,000.00		Amazon fees		£   50,000.00

				TOTAL COSTS		£   185,000.00		TOTAL COSTS		£   50,000.00

				Operating Profit		£   1,815,000.00		Operating Profit		£   1,250,000.00
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		Price and Quantity Variance
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		Labour Variance
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						Labour Price Variance						Labour Quantity Variance
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Revenue / 100,000 units 2,000,000.00£                                   
Delivery Nettwork 150,000.00£                                      
Upgrading website 50,000.00£                                        
IT programmer/anum 35,000.00£                                        
TOTAL COSTS 185,000.00£                                      
Operating Profit 1,815,000.00£                                   



Online Shop
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		Items		Cost per unit 		Original budget £		Flexible budget £		Actual £		Variance £

		Units				100000		80000		80000

		Selling price 		£   25.00				£   25.00		£   20.00

		Revenue				£   2,500,000.00		£   2,000,000.00		£   1,600,000.00		£   (400,000.00)		UF

		Materials		2.5X100000		£   250,000.00		£   200,000.00		£   280,000.00		£   (80,000.00)		UF

		Labour		4x100000		£   400,000.00		£   320,000.00		£   440,000.00		£   120,000.00		UF

		Overhead		1.5x100000		£   150,000.00		£   120,000.00		£   120,000.00		£   - 0		-

		Contribution		£   17.00		£   1,700,000.00		£   1,360,000.00		£   760,000.00		£   (600,000.00)		UF

		Fixed overheads:

		Warehouse rental		£   200,000.00		£   200,000.00		£   200,000.00		£   170,000.00		£   30,000.00		F

		Insurance 		£   100,000.00		£   100,000.00		£   100,000.00		£   100,000.00		£   - 0		-

		Warehouse supervisor salary 				£   50,000.00		£   50,000.00		£   35,000.00		£   15,000.00		F

		Profit				£   1,350,000.00		£   1,010,000.00		£   455,000.00		£   (555,000.00)		U



		Price variance 		Actual quantity (Actual Price - Standard Price) => 80000(20-25) = -400 000

		Quantity Variance		(Standard Quantity x Standard Price) - (Actual Quantity x Standard Price) = 500,000 



		Material Variance

		Actual Material Price		Actual Material Cost/Actual Units produced => 280000/80000 = 3.5/unit

		Material Price Variance		(Actual Material Quantity x Standard Material Price) - (Actual Material Quantity x Actual Material Price) => (80000x2.5) - (80000x3.5) = -80000

		Material Quantity Variance		(Standard Material Quantity x Standard Material Price) - (Actual Material Quantity x Standard Material Price) => (100000x2.5) - (80000x2.5) = 50000

		Labour Variance

		Actual Labour Price 		Actual Labour Cost/Actual Units Produced => 440000/80000=5.5/unit

		Labour Price Variance		(Actual Labour Quantity x Standard Labour Price) - (Actual Labour Quantity x Actual Labour Price) => (80000x4) - (80000x5.5) = -120,000

		Labour Quantity Variance		(Standard Labour Quantity x Standard Labour Price) - (Actual Labour Quantity x Standard Labour Price) => (100000x4) - (80000x4) = 80000

		Actual Contribution per unit		Actual price - Actual Material Price - Actual Labour Price - Actual Overhead/unit Price => 20 -3.5 - 5.5 - 1.5 = 9.5/unit

				Selling price/unit = 20



				Online Shop				Amazon

				Revenue / 100,000 units		£   2,000,000.00		Revenue / 65,000 units		£   1,300,000.00

				Delivery Nettwork		£   150,000.00

				Upgrading website		£   50,000.00

				IT programmer/anum		£   35,000.00		Amazon fees		£   50,000.00

				TOTAL COSTS		£   185,000.00		TOTAL COSTS		£   50,000.00

				Operating Profit		£   1,815,000.00		Operating Profit		£   1,250,000.00





Sheet2

		Price and Quantity Variance

		Actual Quantity = 80,000

		Actual Quantity = 80,000

		Standard Price = 25

		Standard quantity = 100,000

						Actual Quantity x Actual Price				Actual Quantity x Standard Price				Standard Quantity x Standard Price

						80,000 x 20 = 1,600,000				80,000 x 25 = 2,000,000				100,000 x 25 = 2,500,000

						Price Variance						Quantity Variance

						(400,000) UN						500,000 F



		Direct Materials Variance

		Actual Material Price = 280,000/80,000 = 3,5

		Actual Material Price = 280,000/80,000 = 3,5

		Actual Material Price = 280,000/80,000 = 3,5				Actual MaterialQuantity x Actual Material Price				Actual Material Quantity x Standard Material Price				Standard Material Quantity x Standard Material Price

		Standard Material Quantity = 100,000				80,000 x 3.5 = 280,000				80,000 x 2.5 = 200,000				100,000 x 2.5 = 250,000

						Price Material Variance						Quantity Material Variance

						(80,000) UN						50,000 F



		Labour Variance

		Actual Labour Price = 440,000 / 80,000 = 5.5

		Actual Labour Quantity = 80,000

		Standard Labour Price = 4

		Standard Labour Quantity = 100,000				Actual Labour Quantity x Actual Labour Price				Actual Labour Quantity x Standard Labour Price				Standard Labour Quantity x Standard Labour Price

						80,000 x 5.5 = 440,000				80,000 x 4 = 320,000				100,000 x 4 = 400,000

						Labour Price Variance						Labour Quantity Variance

						(120,000) UN						80,000 F
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Items Cost per unit Original budget £ Flexible budget £ Actual £ Variance £
Units 100000 80000 80000



Selling price 25.00£                          25.00£                              20.00£             



Revenue 2,500,000.00£                    2,000,000.00£                  1,600,000.00£ (400,000.00)£                   UF



Materials 2.5X100000 250,000.00£                       200,000.00£                     280,000.00£    (80,000.00)£                     UF



Labour 4x100000 400,000.00£                       320,000.00£                     440,000.00£    120,000.00£                    UF



Overhead 1.5x100000 150,000.00£                       120,000.00£                     120,000.00£    -£                                 -



Contribution 17.00£                          1,700,000.00£                    1,360,000.00£                  760,000.00£    (600,000.00)£                   UF



Fixed overheads:
Warehouse rental 200,000.00£                 200,000.00£                       200,000.00£                     170,000.00£    30,000.00£                      F



Insurance 100,000.00£                 100,000.00£                       100,000.00£                     100,000.00£    -£                                 -



Warehouse supervisor 
salary 50,000.00£                         50,000.00£                       35,000.00£      15,000.00£                      F



Profit 1,350,000.00£                    1,010,000.00£                  455,000.00£    (555,000.00)£                   U










Items Cost per unit  Original budget £ Flexible budget £ Actual £ Variance £

Units

100000 80000 80000

Selling price 

25.00 £                           25.00 £                               20.00 £             

Revenue

2,500,000.00 £                     2,000,000.00 £                   1,600,000.00 £  (400,000.00) £                   

UF

Materials

2.5X100000 250,000.00 £                        200,000.00 £                      280,000.00 £     (80,000.00) £                     

UF

Labour

4x100000 400,000.00 £                        320,000.00 £                      440,000.00 £     120,000.00 £                    

UF

Overhead

1.5x100000 150,000.00 £                        120,000.00 £                      120,000.00 £     - £                                 

-

Contribution

17.00 £                           1,700,000.00 £                     1,360,000.00 £                   760,000.00 £     (600,000.00) £                   

UF

Fixed overheads:

Warehouse rental

200,000.00 £                  200,000.00 £                        200,000.00 £                      170,000.00 £     30,000.00 £                      

F

Insurance 

100,000.00 £                  100,000.00 £                        100,000.00 £                      100,000.00 £     - £                                 

-

Warehouse supervisor 

salary 

50,000.00 £                          50,000.00 £                        35,000.00 £       15,000.00 £                      

F

Profit

1,350,000.00 £                     1,010,000.00 £                   455,000.00 £     (555,000.00) £                   

U


