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 RAPID RESPONSE DRAINAGE SERVICES LIMITED (RRDS)
INTRODUCTION
Large companies such as (RRDS) often face the dilemma of whether to close one of their less profitable branches or continue to maintain them.

Continuation of the business depends on whether the business can generate a good percentage of profit and sales. This means that if the company's business is running a loss, it would be fitting to state that it must be shut down (Atkinson, Riani and Corbellini, 2020). This report analyses Stafford, Coventry, and Birmingham business. Likewise, its detailed analysis of sales and profit and other aspects will also be covered under this report, followed by justification and recommendations.


MAIN BODY
Report to the Board of Directors on the possible closure of the Coventry branch
The closure of a particular branch of a company depends on its operation, management, profitability, sales and much more. However, the main factor related to business closure is related to the aspect of profitability and sales. To decide whether to close the company's branch in Coventry or keep it, some calculations need to be made, based on which it can be easier to decide whether to close or not. For this purpose, two scenarios will be considered; the first will consider the three industries' revenues, costs, and profits or losses. 

In the second scenario, the calculations will be based on two branches, namely Birmingham and Stafford. Coventry will not be included in these calculations. This will show whether it is cost-effective to close one of the branches or is better to keep all three. All calculations can be seen below in the report in Table 1 and Table 2.
Table1:

If Coventry is not closed:

	Particular
	Stafford
	Coventry 
	Birmingham 

	Sales
	880000
	800000
	1400000

	Branch expenses:

	Salaries
	84000
	76000
	124000

	Advertisement
	16000
	30000
	120000

	Other
	20000
	16000
	22000

	Variable cost
	660000
	600000
	1050000

	Professional fee:
	87,996
	79,988
	139,986

	Profit/Loss
	12004
	-1988
	-55986


Notes:

Apportionment in three branches:

To work out the percentage proportion of each branch we add sales figures together to give total sales:

£880000 + £800000 + £1400000 = £3,080,000

Then we divide individual company sales by the total sales times 100:

Stafford: £880000/ £3,080,000 * 100 = 28.57%

Coventry: £800000/ £3,080,000 * 100 = 25.97%

Birmingham: £1400000/ £3,080,000 * 100 = 45.45%

Apportionment of three branches in GBP:

Stafford: (28.57/ 100) *£308,000 = £87,996

Coventry:(25.97/ 100) *£308,000 = £79,988

Birmingham:(45.45/ 100) *£308,000 = £139,986

When we analyze the gains and losses of the various branches, it is observed that Stafford generates a profit of £12004, while Coventry generates a loss of £1988 and Birmingham loses £55986. This shows that the company located in Birmingham is suffering a loss and should be closed instead of the one located in Coventry. In addition, it is analyzed that the share of Coventry's loss is low, but at the same time the costs are not so high compared to Stafford. Which means that if the Coventry branch halves its advertising costs, for example, it could make a profit. The report also shows that the branch in Coventry pays for advertising approximately twice as much as in Stafford. This profit or loss is analyzed and derived by calculation, including consideration of sales data and standard deduction of all costs and professional fees related to the main branch. In addition, it is analyzed that Birmingham's expenses are undoubtedly high compared to Stafford and Coventry.
Since the management is planning to make the closure of the Coventry branch with the incurrence of loss but while making a detailed analysis of the statement of sales and expenses, it is being observed that the company is not incurring a big loss. So, this would not be right to state that the decision of closure would be taken. The basis for closure depends on the company's profit and loss, so it would be more appropriate to point out that the Birmingham branch suffers greater losses, so it needs to be closed.
 The second scenario is if Coventry is nevertheless closed. The calculations of this scenario can be seen below in Table 2.
Table 2:

If Coventry is closed:

	Particular
	Stafford
	Coventry
	Birmingham 

	Sales
	880000
	 
	1400000

	Branch expenses:

	Salaries
	84000
	 
	124000

	Advertisement
	16000
	 
	120000

	Other
	20000
	 
	22000

	Variable cost
	660000
	 
	1050000

	Professional fee:
	95,728
	 
	152,272

	Profit/Loss
	4272
	 
	-68272


Notes:

Apportionment in two branches:

£880,000+ £1,400,000 = £2,280,000

Stafford: £880,000/ £2,280,000 * 100 = 38.6%

Birmingham: £1,400,000/ £2,280,000 * 100 = 61.4%

Apportionment of two branches in GBP:

Stafford: (38.6/ 100) *£248,000 = £95,728

Birmingham: (61.4/ 100) *£248,000 = £152,272

From Table 2, it is clear that if Coventry is eventually closed, the head office loses all sales from the branch. On the other hand, the costs of the other two branches are rising because the expenses for PLS Limited per year are 248,000, for Birmingham and Stafford. From the above calculations, it is clear that the Birmingham ratio is more significant, so the costs rise even more, which is by no means suitable for this brunch.
Recommendation

· After making an analysis of the profit and loss situation of all the three branches, it would be recommended that instead of closing the Coventry branch, the Birmingham branch need to be closed because of the incurrences of loss.

· In the same way, it would also be recommended that instead of deciding regarding the closure, the company may need to focus on the aspect of raising sales volume and reduction of expenses.

· Similarly, it would be recommended to the company that it must work majorly on the reduction of variable cost expense because it is the major reason that is leading the company to have the incurrence of loss. Likewise, control over the expenses of salaries of staff would also need to be required and recommended.

· As the sales of the branches are not showing an adequate proportion regarding the number of expenses so it would also be recommended to the branches that they need to adopt appropriate marketing strategy for raising of awareness of their products and services. This would result in a rising amount of sales which will further lead to a rise in the amount of profit (Sharma and Mandan, 2019).

CONCLUSION
From the above report, it can be concluded that closing of a company is not only the ultimate solution to deal with the situation of loss. This means taking several other steps like controlling over the expenses and raising of sales would also count as the best measure that could run the business along with assisting it towards the earning of profit.
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