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Executive Summary

The present study sheds light on the financial calculations, which has been performed in reference to the case study information. However, there were two respective tasks, which has been performed using the data and figures of case study of Amana Ltd.  In the first task a monthly control report has been prepared that showed original budget, flexed budget and variances. However, the variances include unfavourable results of sales, materials, labour and favourable were all the fixed overheads. Therefore, it is suggested that variable costs need to be reduced in order to earn higher profits.  
For the task B there has been two options-own online shop and the other option is selling on the amazon. Likewise, the first option is suggested and most preferrable as continuing with this option will help Amana in getting higher profits.  
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In this report Amana’s original budget, variances and flexed budget will be done. Additionally, the preparation of Amana’s performance for the year 2020 will also be done in this part. Recommendations on the areas of the improvement of the company will also be discussed in this report. 
[bookmark: _Toc70331424]1) Preparation of monthly control report 
According to the case study given the original units were £100000. The selling price was £25. The total sales were £2500000. The variable cost of the Amana company was also given. The material cost was 2.50 per unit. Thus, the total is £ 250000. The labour cost was four per unit. Original amount will be £ 400000. The per unit overhead cost of the company is 1.50. Therefore, it is £150000. Thus, the contribution for the original budget was £ 1700000. As mentioned by Gutierrez, Barón and Guaita (2020), this report helps the managers to know the performance of the business. The report is very helpful for the managers. The variable cost of the company was subtracted from the total sales of the company. Then the contribution amount came. The fixed cost of the company will be subtracted from the contribution amount to get the profit from the original budget. 
The overhead and warehouse rental fixed cost of the company £200000 and £100000. The insurance and the supervisor salary of the company was £ 100000 and 50000. The total amount of the cost for the company according to the original budget was £ 350000. As stated by Student, Lamers and Amelung (2020), fixed are those costs that are affected by the increase or decrease in the performance of the company. The profit of the Amana company according to the original budget was £ 1350000. The profit is calculated by subtracting the contribution amount and the fixed cost amount. All the amount has been taken from the case study provided. The flexed budget of the company according to the case study information was units was £ 80000 (case study). The selling price was £same as the original budget that was £ 25. 
The total sale was £ 2000000 as per the flexed budget of the company. The warehouse of the company was £ 280000, and the labour cost was £ 440000. The overhead variable cost of the company was £ 120000. The contribution amount was £ 1160000. The fixed amount of the company includes warehouse rental £ 170000. The supervisor salary for the company was £ 35000. Lastly the insurance of the company was £ 100000. The profit from the flexed budget of the company is coming to £ 855000. As mentioned by Tang et al. (2019), the variable cost of the company does not conform with the accounting principle. The variable cost causes the distortion in the production cost of the company. The sales of the company are showing unfavourable conditions because it has a negative value of £500000. The material cost and the labour cost of the company is also unfavourable because both are coming in the negative value that is £ 30000 and £ 40000. 
The contribution amount of the Amana company is unfavourable because it is also showing the negative value of £ 540000. As mentioned by Băițan (2020), one important disadvantage of the variances is that it gives added weight to the outliers. The warehouse rental of the company is showing favourable conditions because it is coming to the positive value of £ 30000. In both original and flexed budget, the insurance of the company is showing the same value that is £100000. Therefore, it is favourable in condition. The salary of the supervisor of the warehouse of the company is also favourable because it is showing the positive value of £ 15000. 
[bookmark: _Toc70331425]2) Report of Amana’s performance 
During the year 2020 Aman's performance was good due to the pandemic situation. The total units sold by the company was £ 1200000 according to the original budget of the company. The actual units were £ 960000. As stated by Titopoulou et al. (2021), with the performance report of the company the investors and shareholders of the company are likely to invest in the company. The selling price per unit of the company was the same that is £ 25 for original budget and £ 20 for actual.  The total sale of the company in the year 2020 was £ 20400000 for the original budget and £ 9120000 for the actual budget of the company. For the contribution amount of the company for the report of the year 2020 was conducted by subtracting the total sale from the total variable cost (VC) amount. 
In one year, the material cost of the company was £ 3000000. The labour cost was £4800000, and the overhead cost of the company was £ 1800000. As started by Liburd and Becken (2017), this cost is not dependent on the activity of the business rather it depends on time. The contribution amount for the one year was £ 20400000. The CA of the company in the actual budget for one year was £ 9120000. 
The profit of the company in one year according to the original budget of the company was £ 16200000. However, the profit actually happened in one year was £ 5460000. In the year the total sales of the company are unfavourable for the company because it is coming in at a minus value that is £ 10800000. As stated by Purwanto et al. (2020), the value of report is important for the company because it helps to understand the financial position of the company. The material and labour cost of the company is also unfavourable for the company in the year 2020 because of the negative value of the company. The fixed cost of the company is showing the favourable condition as value is common in the positive way. As stated by Radović (2021), the impact on the fixed is less due to the variable cost of the firm. The variances of the rented warehouse of the organizations are £ 360000. Moreover, the supervisor salary variances were £ 1800000. Due to the covid 19 situation the performance of the company has gone down because of the restrictions in the travel industry by the government in every country. The lockdown process has also affected the industry because of the long-term lock down process by the government. The profit for the 2020 is also in the unfavourable position for the organization due to the underlying fact of the negative value in the profit. The pandemic situation has affected the company in a very bad way [Refer to Appendix 1]. 
[bookmark: _Toc70331426]3) Recommendation 
From the above report it is recommended that the company have to maintain the original budget of the company. The original budget of the company is showing the increase in the profit for the company. As opined by Boehm and Abts (2017), the recommendation regarding the risk factor of the company is always useful for the company. The VC of the company is showing the risk factor for the company. The VC of the company can be solved by providing a good budget for the company made by the management of the company. The MC of the company is showing the risk factor in the year 2020. This issue can be solved by taking the material in low cost for the company. Therefore, focus on reducing the VC needs to be in order to gain higher number of profits by reducing the costs. The low material cost will help the company in increase in the profit of the company by increasing the sale of the company. The finished product from the company will come at a low price after the material cost is low by the company.
The labour charges of the company are unfavourable for the company as it has exceeded the original budget of the organization. The labour cost (LC) of the company needs to be done as per the original budget allocation for the company. The LC of the company increases the price of the finished goods of the company. Lowering the LC of the firm will help them to increase the revenue of the company. The labour for the organization should be taken from the own country to reduce the overall cost for the company. To increase the budget of the company they need increase the sale of the company as mentioned in the original budget. For this they can give various offers to the tourist for attracting them in the company. Thus, the company in order to regain the business position in the tourism industry break down of the different costs has been done. Implication of offer is important for the industry. The variable cost  (VC) of the company needs to be reduced by the Amana industry for raising the revenue of the company. 
[bookmark: _Toc70331427]Conclusion  
From the above report it is concluded monthly control report is helpful in understanding the different expenses and costs that are associated with the firm. However, this report has been helpful in preparation of the Amana’s performance for the year 2020. The pandemic situation has badly affected the company because it is a tourism industry.
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In this part the calculation for the profit for the two options will be calculated. However, the best option out of the two available options will be selected and recommended. Furthermore, in order to perform financial calculation information from case study needs to be extracted. For the option the calculation will be done with the basis of the information given in the case study. 
[bookmark: _Toc70331430]Analysis of Mr. Amana’s decision
Based on the case study there are two options for Amana to conduct their business, which involves section of the most profitable option. According to the information in the case study in the first option the cost of setting the network will be £150000. For upgrading the current website in terms of online selling for handling the large volume of then sale it will take £50000. The salary that will be provided to the full-time programmer will be £35000 per annum. As mentioned by Graff et al. (2017), online business ultimately results in providing satisfactory service to the clients and customers. However, it is analysed from the case that in the second option Amana wanted to sell the product directly through the Amazon. Contextually, cost required is £50000 for fulfilment fees of Amazon (case study). Thus, in case the products are sold directly on Amazon, then there is the chance of lack of control over the pricing and return policy of the product that is sold. 
There can be a high level of competition between the Amana and the other sellers in the amazon. As stated by Chen and Koebel (2017), segregation of the costs containing fixed and variable are helpful in understanding costs and budget of business. Additionally, it is evaluated there will be hike in the sales of 65000 in case product demand increases. In the option one the sales per unit of the company is £100000 whereas sales price is 25. Thus, the total sale of the Amana will be £2500000 (case study). In option 2 the sales per unit will be £ 65000 and the unit per sale will be the same that is 25. As opined by Liu and Tyagi (2017), the fixed cost of the company does not change with respect to the level of the production. Hence, the total sale for the option b will be £ 1625000. 
In the option 2 the variable cost includes material, labour and overhead cost. The material cost for option a will be £280000. The labour cost will be £440000. Finally, the overhead cost will be £120000. The contribution cost for option a will be £1660000. As stated by Li, Zhu and Chen (2019), the variable cost of the company does not rise or fall based on the activity of the company. The variable cost for option b includes the same things. The material cost for the option b will be £280000. The labour cost of the option b will be £440000 and the overhead cost for the option b will be £120000 (case study). Thus, after the calculation the contribution amount for the option b will be £785000. The contribution amount is for the option a is more than the option b. From the contribution amount the fixed cost of the company will be less. The FC for the option a will be setting and delivering the network will cost £150000. For upgrading the website, it will cost £50000. 
As stated by Li et al. (2019), the VC changes with respect to production level. The salary for the programmer IT will be £35000 followed by rent of the warehouse will be £85000. The insurance of the company will be £100000. The supervisor salary of the warehouse will be £17500. Therefore, the profit will come from the option a will be 1222500. For the option b the fixed cost includes delivery network cost of £50000. The rent of the warehouse will be £85000. The insurance required will be £100000. As stated by Irawan et al. (2019), variable costs are the major part for running the business and also a major part for earning the profit of the business. The profit earned from the option b will be £532500. Thus, option a is better for the Amana company to carry on the business. The profits earned in option A is also higher in comparison with option B.
Thus, to generate higher profits company needs  to move forward with option a. For the calculation of the profit earned in both the options it is taken from the given case study. Along with this sales and contribution computation is also higher in option a. 
With the implication of the variable cost the cost of the product can be controlled in the company. If the cost of the product is controlled then automatically the profit margin of the company will increase. As described by Bai, Cordeiro and Sarkis (2020), implications in the costs might lead business in financial troubles. The FC of the company will not be changed for the specific period of the time. The management can take decisions by thinking that the fixed cost of the company will remain the same. The option a that is its own online business will be profitable for the company. This has been concluded with the help of calculation done for both the options. The fixed cost of the company helps to reduce the variable cost of the company [Refer to Appendix 2]. 

[bookmark: _Toc70331431]Recommendation and conclusion 
From the above report it is concluded that the option A is profitable for the Amana Ltd to carry on the own business online. Thus, after the calculation the profit earned will be more in the option a then the option b. Therefore, it is recommended that the Amana should go for option a in order to derive maximum profit for the company.  Thus, it is analysed from the above part calculation of different costs based on their nature are helpful to determine most profitable and viable option. 
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	PART A
	
	
	
	
	

	I
	Monthly control report showing Original Budget, Flexed Budget and Variances
	
	

	
	
	
	
	
	

	
	Particulars
	 Original Budget  (£) 
	 Flexed Budget  (£) 
	Variances
	

	
	
	
	
	
	

	
	Units
	                        100,000 
	                          80,000 
	
	

	
	Selling Price (£)
	                                 25 
	                                 25 
	
	

	
	
	
	
	
	

	
	Sales
	                     2,500,000 
	                     2,000,000 
	             (500,000)
	Unfavourable

	
	Less:  Variable Costs
	
	
	
	

	
	Materials
	                       (250,000)
	                       (280,000)
	               (30,000)
	Unfavourable

	
	Labour
	                       (400,000)
	                       (440,000)
	               (40,000)
	Unfavourable

	
	Overhead
	                       (150,000)
	                       (120,000)
	                30,000 
	Favourable

	
	
	 
	 
	 
	

	
	Contribution
	                     1,700,000 
	                     1,160,000 
	             (540,000)
	Unfavourable

	
	
	
	
	
	

	
	Less:  Fixed Overheads
	
	
	
	

	
	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

	
	
	 
	 
	 
	

	
	Profit
	                     1,350,000 
	                        855,000 
	             (495,000)
	Unfavourable

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	II
	Amana's performance during the year 2020
	
	
	
	

	
	
	
	
	
	

	
	Particulars
	 Original Budget  (£) 
	 Actual  (£) 
	Variances
	

	
	
	
	
	
	

	
	Units
	                     1,200,000 
	                        960,000 
	
	

	
	Selling Price (£)
	                                 25 
	                                 20 
	
	

	
	
	
	
	
	

	
	Sales
	                   30,000,000 
	                   19,200,000 
	        (10,800,000)
	Unfavourable

	
	Less:  Variable Costs
	
	
	
	

	
	Materials
	                    (3,000,000)
	                    (3,360,000)
	             (360,000)
	Unfavourable

	
	Labour
	                    (4,800,000)
	                    (5,280,000)
	             (480,000)
	Unfavourable

	
	Overhead
	                    (1,800,000)
	                    (1,440,000)
	              360,000 
	Favourable

	
	
	 
	 
	 
	

	
	Contribution
	                   20,400,000 
	                     9,120,000 
	        (11,280,000)
	Unfavourable

	
	
	
	
	
	

	
	Less:  Fixed Overheads
	
	
	
	

	
	Warehouse Rental
	                    (2,400,000)
	                    (2,040,000)
	              360,000 
	Favourable

	
	Insurance
	                    (1,200,000)
	                    (1,200,000)
	                        -   
	Favourable

	
	Fulltime warehouse supervisor salary
	                       (600,000)
	                       (420,000)
	              180,000 
	Favourable

	
	
	 
	 
	 
	

	
	Profit
	                   16,200,000 
	                     5,460,000 
	        (10,740,000)
	Unfavourable
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	Option 1:
	Own Online Shop
	

	
	
	

	
	Particulars
	 Amount (£) 

	
	
	

	
	Sales (units)
	          100,000 

	
	Sale Price
	                   25 

	
	
	

	
	Sales
	       2,500,000 

	
	Less: Variable Costs
	

	
	Materials
	         (280,000)

	
	Labour
	         (440,000)

	
	Overhead
	         (120,000)

	
	Contribution
	       1,660,000 

	
	Less: Fixed Costs
	

	
	Cost of setting up delivery network
	         (150,000)

	
	Cost of upgrading current website
	           (50,000)

	
	Salary of IT Programmer
	           (35,000)

	
	Warehouse Rent (50%)
	           (85,000)

	
	Insurance
	         (100,000)

	
	Warehouse Supervisor Salary (50%)
	           (17,500)

	
	
	 

	
	Profit
	       1,222,500 

	
	
	

	
	
	

	Option 2:
	Sell on Amazon
	

	
	
	

	
	Particulars
	 Amount (£) 

	
	
	

	
	Sales (units)
	            65,000 

	
	Sale Price
	                   25 

	
	
	

	
	Sales
	       1,625,000 

	
	Less: Variable Costs
	

	
	Materials
	         (280,000)

	
	Labour
	         (440,000)

	
	Overhead
	         (120,000)

	
	Contribution
	          785,000 

	
	Less: Fixed Costs
	

	
	Cost of setting up delivery network
	           (50,000)

	
	Warehouse Rent (50%)
	           (85,000)

	
	Insurance
	         (100,000)

	
	Warehouse Supervisor Salary (50%)
	           (17,500)

	
	
	 

	
	Profit
	          532,500 
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