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[bookmark: _t9ktucyjj5ah][bookmark: _Toc85420555]Introduction
Effective management and accounting of the various operational and organisational activities of an organization or a company helps in effective decision making. Accounting and management have become an indispensable part of the modern day business. Accounting helps a company in effectively apprehending the critical resources of the company. To be effective enough the various metrics of the accounting and managerial process must work together. Decision making is a crucial process in the context of organisation (Ameen et al., 2018). As it aids the management of a company or an organisation in effectively enhancing the profitability and performance of the company by eliminating various tasks of the organisation which are effectively drawing out resources without any productive results. This report will effectively evaluate the various informational requirements of the company in effective management. The report will also showcase how effective accounting information helps a company in effective decision making  in relation to the revenues and expenses and various other fiscal aspects. The report will also apply a selected method of financial accounting to analyse and evaluate the profitability of the Coventry branch of Rapid Response Drainage Services Limited. This report will also formulate a business report stating the decision of shutting down the Coventry branch of the company by the New Managing Director of the company. 


[bookmark: _app3152dew0y][bookmark: _Toc85420556]Analysing the significance of accounting information in Financial decision making
The financial team or the management accounting team are considered as an essential part of every organisational structure. However, in the general circumstances the function and significance of their roles are overlooked. The individual working in the accounting department of the company or the organisation effectively analyses the internal functioning environment of the organisation. The accountants or the management official provides the strategic viewpoint of the organisations and helps the general managers and various top level managers in formulating strategies to effectively manage and maintain the operations of the company (Roychowdhury et al., 2019).
In theoretical knowledge the primary function of financial managers or accountants is to effectively formulate various financial reports, record data and manage the various operational accounts of the company or the organisation to assist the top-level managers in the process of “decision making”. Effective decision making with the help of qualified information and data helps the management in attaining the long term and short term objective more effectively and quickly. The areas in which the accounting information helps in effective decision making are-
Analysing the relevant expenses- The primary and significant role of a financial manager is to undertake several analyses to apprehend the various expenses of the company or the organisation. With effective identification of the expenses of the organisation the financial managers of the company must provide effective recommendations and measures to eliminate or reduce the evaluated expense of the company. This will help the management of the company to effectively analyse the financial data provided by the financial managers of the company and compare it with several parameters for effective decision-making (Osadchy et al., 2018).
Target customers- The data and records of relevant sales and purchases of the company are analysed, evaluated and recorded by the financial managers of the company. The financial managers of the company possess the information of the demographics of the consumers by analysing the sale and purchase records of the company. All the demographics of the consumers such as “age, gender, location, level of income, education, lifestyle and values” are effectively stored by the financial managers of the company. With effectively analysing the financial records and sale orientation of the company the top-level managers and the management can effectively target the customers.
“Make or Buy Decision”- For various companies the cost of production is much higher than the revenue generated by the company. This happens mainly because of the expensive raw material and higher demand of human resources. The process of manufacturing the product is considered as a major expense. If the financial managers of the company evaluates that the cost of manufacturing the product is much higher than selling it, the management is reported. The managers of the company must assess the two scenarios of producing the product or buying the similar product from any other source for effective revenue generation (Kwilinski, 2019).
Stating the budgets- For a company to work effectively and efficiently it has to effectively state the limitation of its spending. By this the effective resources of the company are distributed among the various organisational departments of the company or the organisation. Financial managers of the company effectively analyse the trend of sales and production of the company for past years and draws out conclusive evidence for current trends in the market. By analysing the current trend of the market the financial managers of the company effectively determine the estimated demands of its products. This helps the top-level managers in effectively allocating the resources of the company and estimating the revenues of the company for that estimated period. 
Controlling the resources- Controlling the resources and the operations of the company are also considered as a significant role of the fiscal managers. The financial managers of the company effectively evaluate the various operational requirements of the company. This helps the financial managers of the company in apprehending the various requirements of resources and analyse the fiscal performance of the company in the contrary of the objected performance measures (Rikhardsson and Yigitbasioglu, 2018).
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Relevant revenues and costs:
· “There will be loss of sales revenue of £ 800,000”
· “There will be savings of £ 600,000 (£ 800,000 * 75%) in cost of goods sold, as it is a variable cost, and will not be required, if the division is discontinued”
· “There will be savings of £63,000 (£180,000 * 35%) in operating expenses, as it is a variable cost, and will not be required, if the division is discontinued”
· The avoidable fixed cost = £ 60,000
ii) Irrelevant costs:
The costs which are unavoidable by the company are considered as a cost that cannot be recovered by the company.
The incremental evaluation of profit and loss for Coventry Branch
	
	“Continued(£)”
	“Discontinued(£)”
	“Incremental   profit \ (loss)(£)”

	“Revenue (a)”
	£ 800,000.00
	£ 0.00
	-£ 800,000.00

	"Less :   Variable Cost”
	
	
	

	“Cost of goods   sold”
	£ 600,000.00
	£ 0.00
	£200,000.00

	“Operating expenses”
	£ 122,000.00
	£ 0.00
	£ 122,000.00

	“Total operating cost (b)”
	£ 722,000.00
	£ 0.00
	£ 722,000.00

	“Contribution   margin ( C=a-b)”
	£ 78,000.00
	£0.00
	-£ 78,000.00

	“Less : Fixed   Cost”
	
	
	

	“Avoidable”
	£ 60,000.00
	£0.00
	£ 60,000.00

	“Net   Profit(loss)”
	£ 18,000.00
	
	-£ 18,000.00


Table 1- Table Showing the profitability of the company
(Source: Created by the learner)
The Rapid Response Drainage Services Limited is a service providing firm which provides services to various individuals and firms to build an effective drainage system for them. Due to the Recession the company's position of profitability was hit slightly and posed a non-existent threat. However, the newly inducted managing director effectively initiated the decision of closing the Coventry brand of the company which saw a decline in the profit due to the recession.
By analysing the above table and the statistical computation done above it can be summarised that-
The sale of the stafford branch is 880,000 and the Birmingham brand is 1,400,000. On the other hand the sale of the Coventry branch is 800,000. The overall salaries  paid in the Stafford, Coventry and the Birmingham branch were 84000, 76000, and 124000. This depicts that regardless of the income of the branches, Stafford pays 9% as its salary, Coventry pays 10% as salary and Birmingham pays 11% as salary. To be relevant to the financial data and statistics it can be concluded that the salaries of the company does not hinder the profitability of the company. The Advertising and other expenses of the three branches accounted for 36000, 46,000 and 144,000 with 46000 being the expense of the Coventry branch. The expense of the Coventry branch is effectively high considering the proportionate analysis of 1:2. This means that the revenue of the branch is not significantly increasing considering the effort made by the company. However it can be clearly seen that the variable cost of the selling and manufacturing of the products of the company accounts for 75 % of its sales revenue. 
With effective computation in table 1 stated above it can be concluded that eliminating the Coventry branch will effectively eliminate the variable cost of sale which amounts to 600000. The company will also lose its yearly revenue of 800000 that was effectively generated by the Coventry branch every year. The company will no longer have to bear the salary of the branch which accumulates to 76000. The cost of advertising and marketing its products in the Coventry branch will also effectively be eliminated and 30000 can be effectively saved by the company. The other expenses for maintaining the operations of the company will also be reduced by 16000. The company can also avoid the accounting or bookkeeping cost of 60000 by eliminating the branch.
However, the company earns an effective revenue of 800000 and the total accumulated expenses of the company is 782000 which lets the branch to effectively retain a profit of 18000. This shows that the decision to close the Coventry branch RRDS is not financially feasible as eliminating the branch will lead the company in making a loss of 18000 every year. It can be suggested that the management of the company must consider all financial figures before taking any financial decision reducing the overall profitability of the company.
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This report effectively evaluates the various informational requirements of the company in effective management. The report also showcases how effective accounting information helps a company in effective decision making  in relation to the revenues and expenses and various other fiscal aspects. The report also applied a selected method of financial accounting to analyse and evaluate the profitability of the Coventry branch of Rapid Response Drainage Services Limited. This report also formulates a business report stating the decision of shutting down the Coventry branch of the company by the New Managing Director of the company. 














Appendix 1: Income schedule of the company concerning all the branches
	Income Schedule of all three branches of RRDS Ltd

	Particulars
	Stafford (£)
	Coventry (£)
	Birmingham (£)
	Total (£)

	Sales
	880,000
	800,000
	1,400,000
	3,080,000

	Variable Costs
	(660,000)
	(600,000)
	(1,050,000)
	(2,310,000)

	Contribution
	220,000
	200,000
	350,000
	770,000

	Fixed Costs:
	
	
	
	

	Salaries
	(84,000)
	(76,000)
	(124,000)
	(284,000)

	Advertising
	(16,000)
	(30,000)
	(120,000)
	(166,000)

	Other expenses
	(20,000)
	(16,000)
	(22,000)
	(58,000)

	Branch-wise Net Profit
	100,000
	78,000
	84,000
	262,000

	Payroll and Bookkeeping expenses
(Head office expenses apportioned)
	(88,000)
	(80,000)
	(140,000)
	(308,000)

	Overall Net Profit/(Loss)
	12,000
	(2,000)
	(56,000)
	(46,000)



Appendix 2: Vertical analysis of the company
	Vertical analysis of all three branches of RRDS Ltd

	Particulars
	Stafford
	Coventry
	Birmingham
	Total

	
	(£)
	%
	(£)
	%
	(£)
	%
	(£)

	Sales
	880,000
	100.00
	800,000
	100.00
	1,400,000
	100.00
	3,080,000

	Variable Costs
	(660,000)
	75.00
	(600,000)
	75.00
	(1,050,000)
	75.00
	(2,310,000)

	Contribution
	220,000
	25.00
	200,000
	25.00
	350,000
	25.00
	770,000

	Fixed Costs:
	
	
	
	
	
	
	

	Salaries
	(84,000)
	9.55
	(76,000)
	9.50
	(124,000)
	8.86
	(284,000)

	Advertising
	(16,000)
	1.82
	(30,000)
	3.75
	(120,000)
	8.57
	(166,000)

	Other expenses
	(20,000)
	2.27
	(16,000)
	2.00
	(22,000)
	1.57
	(58,000)

	Branch-wise Net Profit
	100,000
	11.36
	78,000
	9.75
	84,000
	6.00
	262,000

	Payroll and Bookkeeping expenses
(Head office expenses apportioned)
	(88,000)
	10.00
	(80,000)
	10.00
	(140,000)
	10.00
	(308,000)

	Overall Net Profit/(Loss)
	12,000
	1.36
	(2,000)
	(0.25)
	(56,000)
	(4.00)
	(46,000)







Appendix 3: Proposed income schedule of the company concerning only two branches
	Proposed Income Schedule of all three branches of RRDS Ltd

	Particulars
	Stafford (£)
	Birmingham (£)
	Total (£)

	Sales 
	880,000
	1,400,000
	2,280,000

	Variable Costs
	(660,000)
	(1,050,000)
	(1,710,000)

	Contribution
	220,000
	350,000
	570,000

	Fixed Costs:
	
	
	

	Salaries
	(84,000)
	(124,000)
	(208,000)

	Advertising
	(16,000)
	(120,000)
	(136,000)

	Other expenses
	(20,000)
	(22,000)
	(42,000)

	Branch-wise Net Profit
	100,000
	84,000
	184,000

	Payroll and Bookkeeping expenses
(Head office expenses apportioned)
	95,719
	152,281
	248,000

	Overall Net Profit
	4,281
	(68,281)
	(64,000)



Appendix 4: Incremental analysis of the company
	Incremental Analysis of RRDS Ltd

	Particulars
	When Coventry Branch is Operational
	When Coventry Branch is shut
	Positive/(Negative) Impact on Financial Performance

	
	(£)
	(£)
	(£)

	Sales Revenue
	3,080,000
	2,280,000
	(800,000)

	Overall branch-wise net profit/(loss)
	262,000
	184,000
	(78,000)

	Payroll and Bookkeeping expenses
	(308,000)
	(248,000)
	60,000

	Overall profitability (loss) of RRDS Ltd
	(46,000)
	(64,000)
	(18,000)
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