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1. INTRODUCTION
Management accounting conveys financial information to managers. Managerial accountants compile data from each product line, activity, and facility to create an internal report that executives use to direct corporate operations and make decisions (A.Schwartz, 2020).
This report is an analysis of Amana Ltd company who sells souvenirs. Besides Brighton, London Bridge, Westminster Bridge, and Buckingham Palace, they now have outposts in Birmingham and Manchester. Souvenirs crafted by a Chinese company are created and manufactured at Amana ltd. The company has 40 years of experience and is well-versed in the shifting dynamics of the tourism industry. Tourism was hurt heavily by the recent outbreak of the Covid-19 epidemic in England, which resulted in limitations on travel and mobility. During the summer of 2020, sales rose slightly, but the prolonged lockdown from December 2020 to February 2021 wiped out any further summer sales. Amana Limited used to run solely through physical locations, using a website as a marketing tool.
As this difficult situation during pandemic Amana wants to start operate online and for this, there are two options, either invest in a website or invest in an Amazon platform, where they can sell their products. In order to take the best decision for the business before will be created a a business financial report where can be found the monthly control report and the performance report. Furthermore, there will be analysed every possibility that Amana Ltd has in order to go online.  

2. PART 1: AMANA LTD ANNUAL FINANCIAL REPORT
2.1. Monthly Control Report
Monthly control report transmits vital financial information for a given period. These are effective tools for improving internal business performance. A data-driven finance report can also assist the business, track the financial results, cash flow, and position (B.Calzon, 2021).

2.1.1. Original Budget
Personal and non-personal services are included in a "Permanent or Original Budget." The permanent budget is a set of funds that will be available year after year, barring any reductions in spending or other alterations. In Amana Ltd case the original budget for units sold was 100,000 with 25£ selling price. The original budget for variable cost was 25£ and the original budget for fixed costs was 350,000£ as shown in Fig.1. below. 
	
	              ORIGINAL BUDGET (£)

	Units  
	                      100,000

	Selling price 
	                               25

	Variable costs: 

	                               25

	Materials 
	                            2.50

	Labour 
	                            4

	Overhead 
	                            1.50

	Contribution 
	                            17

	Fixed Costs:

	                      350,000

	Warehouse rental 
	                      200,000

	Insurance  
	                      100,000

	Fulltime warehouse supervisor salary  
	                       50,000


 
Fig.1.: Original Budget Amana LTD



2.1.2. Flexed Budget
A flexible budget adjusts to changes in actual revenue. In its simplest form, a flex budget distributes funds based on revenue rather than predetermined amounts. This method allows for better budget-to-actual comparison.
	[bookmark: _Hlk100911104]  
	              FLEXED BUDGET (£)

	Units  
	                        80,000

	Selling price 
	                               20

	Variable costs: 

	                          840,000     

	Materials 
	                         280,000

	Labour 
	                         440,000

	Overhead 
	                         120,000

	Contribution 

	                          760,000

	Fixed Costs:

	                         305,000

	Warehouse rental 
	                         170,000

	Insurance  
	                         100,000

	Fulltime warehouse supervisor salary  
	                           35,000


Fig.2: Flexed Budget Amana Ltd
Fig.2. illustrates the flexed budget for Amana company. As seen above, here are registered less units (80,000) sold as in the original budget. As can be seen the variable cost is bigger 840,000 and contribution as well.  The numbers on flexed budget are not as strong as in the original one. This suggests to the company that is time maybe for a change.
2.1.3. Variance
Variances in accounting refer to differences between the expected and actual sums in the financial statement. However, every projection can be subject to error, and budgeting variances are the most common. All predictions have either a positive or negative variance.
	
	ORIGINAL   BUDGET (£)
	FLEXED BUDGET (£)
	VARIANCE
	

	Units  
	                       100,000
	                        80,000
	
-20,000
	
(unfavourable)

	Selling price 
	                          25
	                               20
	
-5
	
(unfavourable)

	Variable costs: 

	                          8
	                          840,000     
	
832,000
	 
(unfavourable)

	Materials 
	                         2.50
	                         280,000
	
279,997.5
	
(unfavourable)

	Labour 
	                         4
	                         440,000
	
439,996
	
(unfavourable)

	Overhead 
	                         1.50
	                         120,000
	
119,998.5
	
(unfavourable)

	Contribution 

	                          17
	                          760,000
	
759,983
	
(unfavourable)

	Fixed Costs:

	                         350,000
	                         305,000
	
45,000
	
(favourable)

	Warehouse rental 
	                         200,000
	                         170,000
	
30,000
	
(favourable)

	Insurance  
	                         100,000
	                          100,000
	-
	
(favourable)

	Fulltime warehouse supervisor salary  
	                           50,000
	                           35,000
	
-15,000
	
(favourable)


Fig.3: Variance report Amana Ltd
As shown in fig.3. variance can be seen from far between original and flexed budget. There are considerable differences between them. The report registered favourable and unfavourable variances for the business in order to have a clear understanding over the actual situation. 
1.1. PERFORMANCE REPORT
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	                   INCOME (£)

	Units  
	                        80,000

	Selling price 
	                               20

	TOTAL ANNUAL REVENUE
	1,600,000

	Variable costs: 

	                          840,000     

	                              Materials 
	                         280,000

	                               Labour 
	                         440,000

	                               Overhead 
	                         120,000

	Contribution 

	                          760,000

	Fixed Costs:

	                         305,000

	                          Warehouse rental 
	                         170,000

	                           Insurance  
	                         100,000

	Fulltime warehouse supervisor salary  
	                           35,000

	TOTAL ANNUAL PROFIT
	455,000


Fig.4: Performance report

1.1.1. Total Annual Revenue (TR)
Gross revenue (total revenue) is the sum of all money generated by a business, less any money utilised or planned to be used for expenses. Thus, gross income includes money produced through selling goods and services, as well as interest, stock sales, exchange rates, and property and equipment sales. The top line of an income statement is called as the top line because it is one of three lines needed for annual financial reporting in the United States. The income statement details the company's financial performance over a certain period where for Amana Ltd is for year 2020.Expenses like as overhead, salaries, acquisitions, losses, and material costs must be subtracted from gross revenue. The bottom line is net revenue or net income, the amount being still after all business costs are subtracted from gross revenue.
Total revenue formula is:
 TR= Units x Selling price
In Amana ltd performance report: TR= 80,000 X 20 
                                                           TR = 1,600,000£
1.1.2. Variable cost (VC)
It includes all labour and material costs connected with producing one unit of your product. Total variable cost = variable cost per unit x production quantity. The average variable cost is the total variable cost x the quantity produced. The Amana’s Ltd company total Variable Cost (VC) was made by adding the materials, labour and overhead costs. The total variable cost for 80,000 units is 840,000£. 
1.1.3. Fixed cost (FC)
The costs associated with a certain level of output and stay constant over a given range of output. Things like rent and insurance are examples of fixed costs (A.Amar, 2021). The Amana total fixed costs was made by adding the warehouse rent, insurance and the supervisor salary and this gave us a total of 305,000£.
1.1.4. Contribution Margin (CM)
The amount by which revenue exceeds the variable costs of obtaining that income is known as the contribution margin (A.Amar, 2021). The contribution margin formula is:
                                        CM= Sales – Variable Costs
1.1.5. Profit (P)
After deducting the gross profit and any other allowable expenses from your earnings, your net profits are what remain. Rent, marketing costs, stationery, tax, employee compensation, and other costs may be incurred. The net profit indicates your actual earnings. To calculate net profit, first calculate gross profit and then reduce allowable expenses. The profit formula is:
                                                     P = CM- FC
Amana Ltd profit is:         P= 760,000£ - 305,000£
                                                    P= 455,000
1.1.6. Break Even Point (BEP)
At break-even, total sales equal total expenses. This means you're earning the same amount to meet your bills and manage your firm. A business that breaks-even does not profit. But it has no loss. A loss occurs when revenue falls below the break-even point. In this case, you make a profit. To calculate the break-even threshold to pay costs and create a profit. Also, tracking the business break-even point can help in planning budgets, expenditures, and pricing ( M.Kappel, 2020).
The BEP (break-even-point) formula is:
[bookmark: _Hlk100833276]                                
Calculating the BEP for Amana Ltd we can see that our variable cost/ unit is missing. This can be calculated as below: 
                                   VC/unit = 840,000£ / 80,000
                                   VC/unit = 10.5£
After finding the VC/unit we can place it in our equation:
                                       

                                                 BEP= 32,105.26£
Furthermore, can be found BEP/units:
                                     BEP/units = 32,105.25£/ 20£
                                            BEP/units= 1,605.26
After calculating the BEP for amount and units we can illustrate it for a better view and understanding and this can be seen in fig.5 below:
              [image: Chart, line chart

Description automatically generated]
Fig.5: BEP Amana Ltd
1.2. Discussion and recommendations 
Analysing the Amana Ltd report there comes a very powerful question, and this is why did this variance occur? In order to take corrective action, the company must determine which ingredient is implicated. This part takes both patience and lateral thinking which implies further research. After figuring out the root cause of each deviation, the next step is to act – Variance analysis reports should drive profitable decisions. The where, when, and why of each variation will direct the company actions. 
Budget, income, consumers, and wastage are a few factors. As a recommendation, there is possible to change the budget, the pricing or the items, or perhaps the business has to enhance marketing and quality, and finally the business needs to increase efficiency, which implies improving the wasting process bust the most and probably the best option for business is to take in consideration to activate online and sell their products online. This possibility can bring to Amana Ltd to lower the total fixed cost.
The significance of variance analysis is in promptly naming changes and correcting them. Not only does your budget exist to help Amana Ltd to make better decisions, but it also provides them with a window into their business, allowing to Amana to see what is going on and take appropriate action.
In order to make the best decision there need to be taken in consideration all options with all their costs, strengths and weaknesses. Put in balance and calculate every aspect. There are two big options if going online. There can be upgrading the existing website or sell on Amazon platform. Both options imply selling products online and this can help the business lower their costs. 



2. PART 2: FINANCIAL REPORTS FOR ONLINE PLATFORMS, AMAZON AND WEBSITE UPGRADE.
2.1. Online website report
For starters, Amana Ltd might go online and offer their products on a website in order to reduce their fixed and variable costs Even if Amana Ltd's total costs will be reduced by this option, there are additional costs that must be taken into account. Delivery network costs $150,000, website updating costs $50,000, and the compensation for an IT programmer will be taken into account when creating a performance report for this choice. We also know that Amana Ltd will sell 100,000£ worth of units each year if this option is chosen.







2.1.1. Performance report
In order to build the performance report for website platform option there needs to be taken in consideration the following: 50%of business will operate online and the other 50% will have the same operation way. Going online only with half of the business will split in half the business overhead (£120,000/2= £60,000) assuming that the overhead is small offices or shops with bills and anything that needs the business in order to sell their products. After splitting the overhead, we will remain with 60,000£ and there will be added the website upgrading cost 50,000£. Our neu overhead is now 110,000£. Assuming that 440,000£ where labour split in all locations, then we will split the labour amount in half as well. The new amount for labour will be: 440,000/2 = 220,000 £. Materials amount will remain the same as I think that amount was for the 100,000£, this way materials will remain with the same amount. To the variable cost will be added the set up delivery network as well, assuming that this fee is only for setting up the delivery. Regarding the fixed cost of the business, this will have some slightly changes. The warehouse rent cost will remain as that is the most important point of the business, also the business needs to remain insured, so the insurance cost will remain in the calculations of this report. A programmer IT salary cost will be added here as the business focusing with half of it online will be needed an IT to ensure that everything is functioning correctly every moment. All this information being set up now can be  put in place the performance report for 50% of Amana LTD sales through website.
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	                   INCOME(£)

	Units  
	                        100,000

	Selling price 
	                               20

	TOTAL ANNUAL REVENUE
	2,000,000

	Variable costs: 

	                          760,000

	                              Materials 
	                         280,000

	                               Labour 
	                          220,000

	                               Overhead 
	                         110,000

	Set up Delivery Network	                         
	                         150,000

	Contribution 

	                          1,240,000

	Fixed Costs:

	                         340,000

	IT programmer salary  
	                           35,000

	Warehouse rent
	                          170,000

	Insurance 
	                           100,000

	 Warehouse Supervisor salary
	                             35,000

	TOTAL ANNUAL PROFIT
	900,000


Fig.6: Performance report Amana online website


2.1.2. Analysis and calculations

· Total annual revenue 
TR= 100,000£ X 20£
TR=2,000,000£
· Contribution (CM)
                                     Contribution = Sales- VC
                          Contribution= 2,000,000£ - 760,000£
                                  Contribution= 1,240,000£
· Profit
                                   Profit = Contribution – FC
                            Profit= 1,240,000£- 340,000£
                                        Profit= 900,000£
· Break Even Point
[bookmark: _Hlk100836540][bookmark: _Hlk100838243]
 VC/unit=  = 7.6

                                                      BEP= 27,419.35£
      
                          BEP (units) = 1,270.56 units


2.2. Amazon platform

In order to reduce the entire cost of Amana Ltd's business, the company should consider selling their items on Amazon.com. You will have to pay an Amazon fee of 50,000 pounds for this choice. However, there are additional aspects to consider, such as the loss of control over pricing and return policy, as well as a large amount of competitive pressure. As an added bonus, Amazon promises to ship 65,000 units annually to Amana. The performance report and break-even point must be assessed before making a decision on this option. This option brings a 50,000 £ fee added to the fixed costs of the business.
2.2.1. PERFORMANCE REPORT
	  
	                   INCOME (£)

	Units  
	                        65,000

	Selling price 
	                               20

	TOTAL ANNUAL REVENUE
	1,300,000

	Variable costs: 

	                          560,000     

	                              Materials 
	                         280,000

	                               Labour
	                          220,000

	                               Overhead 
	                            60,000

	Contribution 

	                         740,000

	Fixed Costs:

	                          355,000

	Amazon Fee
	                           50,000

	Warehouse rent
	170,000

	Insurance
	100,000

	Warehouse supervisor salary
	 35,000

	TOTAL ANNUAL PROFIT
	                             385,000


Fig.7: Performance report Amazon platform

2.2.2. Analysis and calculations
· Total Revenue
                                             TR = 65,000 X 20
                                               TR= 1,300,000£
· Contribution (CM)
                                             CM = Sales – VC
                                   CM = 1,300,000 – 560,000
                                              CM= 740,000 £
· P = CM-FC
P = 740,000-355,000
P = 385,000

· Break Even Point

 VC/unit=  = 8,61£


                                                      BEP = 31,167.69£
                                                BEP (units)= 1,558.38

3. DISCUSSION AND RECOMMENDATIONS
The figures in this research indicate that giving Amana Ltd a chance may be a wise option for them.
When examining the Amana Ltd report, a strong question arises: Why was the difference so significant? To take proper action, the organisation must first identify the faulty part. This phase requires patience and lateral thinking, as it necessitates extra investigation. 
Budget, income, consumers, and waste are only a few elements to consider. We can recommend that the business adjusts its budget, price points, or items, or that it improves its marketing and quality. Finally, the business should investigate ways to improve its efficiency, which includes reducing waste. However, the best course of action for firms is to explore selling their products online. This option may result in a reduction in Amana Ltd's total fixed costs.
It is critical to immediately identify and correct data abnormalities. Along with assisting Amana Ltd in making more informed decisions, allowing Amana to monitor and respond appropriately.
To choose the best choice, it is vital to analyse all accessible options, their related costs, and their respective benefits and drawbacks. Ascertain that everything is in order and precise. When it comes to online access, there are two primary options. There are other possibilities, like optimising the existing website or selling on Amazon. By choosing one of these options, the business will be able to sell its products online, which can assist cut operational expenses.
Amana Ltd. may desire to consider updating their website. This option can guarantee the business 100,000 units sold per year for a profit of £900,000. Fixed costs are increased but the variable cost decreased on the other hand, in this alternative by investing in a delivery network and a wage for an IT programmer, but variable costs, particularly overhead expenses, are increased by adding 50,000£ in website upgrading fees. Additionally, like in the past, the firm is allowed to determine its own prices and return procedures.
Online visibility has grown increasingly important for enterprises and clients, and Covid19 pandemic limitations have played a vital role in this transition. People discovered the convenience of shopping online, and Amazon's platform expanded to be a sizable business industry. Even if Amana Ltd's revenues are lower, this platform is popular with users, making it a viable option for the business. The Amazon charge is the only fixed expense added to the total fixed costs. However, this strategy has several downsides. There are, however, other considerations, such as the loss of control over price and return policies, as well as intense competitive pressure.
Considering the company's present financial situation and the advantages and disadvantages of both options, Amana Ltd may wish to invest in modernising their website, increasing their marketing efforts, or paying for adverts to ensure that they remain visible among the crowd. This is the optimal solution for them because it not only doubles their revenues, but also relieves them of various other costs and duties.


4. CONCLUSION
This report has calculated the actual financial situation of Amana Ltd which is a souvenirs company which had a difficult time during pandemic. This difficult situation came with many differences in businesses life, everybody focusing more and more on selling the products online as this is nowadays the preferred platform not only for sellers as this is lowering the business costs but for clients too, as they can find shopping more comfortable doing it online. According to both online options analysed, I strongly advice Amana Ltd to invest in upgrading their website and focus on them to bee seen from the crowd using different marketing tools for this. A lower cost for the business can make everything easier for Amana and can increase the business profit overall. 
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