








Management Accounting 

Student: Ionela Filip-Datcu
ID:1922490
LECTURER: DR DAVID JENKINS


[bookmark: _Toc84808587][bookmark: _Toc68580362]Introduction:
The overall assessment aims in evaluating the financial aspects of the business operations conducted by Rapid Response Drainage Services Limited. The overall proposed action is mainly evaluated by analysing each section and actions of the organization. Moreover, the recommendation is conducted with adequate calculations and disposal of relevant information that might help the company achieve higher profits in the long run. The analysis of companies operations is one key element that a finance operator conducts, where all the relevant aspects needs to be unasked before making any decisions. The key element of the finance department is to provide insight on the actual levels of profits and expenses incurred from the operations after the decision. 
[bookmark: _Toc84808588]Proposed action:
The overall situation of Rapid Response Drainage Services Limited is mainly critical, as the organisation is hit by a recession, where its overall operations are in decline, which is forcing the company to incur loss. Moreover, the operations of the organization are faced with recession and decline in demand due to a fall in overall market and other external attributes. Hence, the organization needs to conduct relevant financial measures to minimize their exposure to the recession and curb the losses incurred in the current situation. The management needs to conduct certain restrain on the overall cash outflows to improve its total cash flows during the critical period.
[bookmark: _Toc84808589]Current situation analysis:
	Particulars
	Stafford             
	Coventry 
	Birmingham

	Sales
	880,000
	800,000
	1,400,000

	Variable expense
	660,000
	600,000
	1,050,000

	Payroll salaries
	88,000
	80,000
	140,000

	Branch Expenses:
	 
	 
	 

	Salaries
	84,000
	76,000
	124,000

	Advertising
	16,000
	30,000
	120,000

	Other
	20,000
	16,000
	22,000

	Net profit
	12,000
	-2,000
	-56,000



The current situation of the organisation is depicted in above table, where the company is facing losses in Coventry and Birmingham when the overall payroll and bookkeeping expenses are included in the mix of expenditure. Hence, the calculations directly states that the assumption made by the directors are not correct, where the inclusion of payroll and bookkeeping expenses in the mix of the calculations is forcing Birmingham to make the highest loss among the other branches. Hence, the overall analysis is not correct, where the measures need to be evaluated before making any decisions regarding the suspension of a branch of Rapid Response Drainage Services Limited (Rikhardsson and Yigitbasioglu 2018). The current situation indicates that the maximum profits are generated from branch Stafford of 12,000, while Coventry is generating a loss of -2,000 and Birmingham incurs a loss of -56,000 from the overall operations. According to the overall calculations, any branch that needs closing is Birmingham, as it is underperforming heavily in the current recession. However, the overall sale would be lost from the branch if it closes, which is not adequate, as it might negatively affect the company’s competitiveness in the long run. Therefore, adequate analysis needs to be conducted for detecting and assessing the current situation under different scenarios.
[bookmark: _Toc84808590]Alternative option for the operation:
There are three possibilities that Rapid Response Drainage Services Limited needs to understand before taking any type of decisions. The three relevant measures that the company needs to conduct are to continue with the current operations, while curbing the overall expenses by taking cost reduction meagreness. The second option is to close one of the departments for minimising the expenses and the third option is to continue with the operations until the recession is over (Bedford and Spekle 2018). Hence, all the three options are mainly evaluated as follows to detect the relevant information, which can be used for making adequate decisions.
Continue operations with reduced expenditure:
	Particulars
	Stafford             
	Coventry 
	Birmingham

	Sales
	880,000
	800,000
	1,400,000

	Variable expense
	660,000
	600,000
	1,050,000

	Payroll salaries
	74,857
	68,052
	119,091

	Branch Expenses:
	 
	 
	 

	Salaries
	84,000
	76,000
	124,000

	Advertising
	16,000
	30,000
	120,000

	Other
	20,000
	16,000
	22,000

	Net profit
	25,143
	9,948
	-35,091



The above table provides information in the overall measure that can be used by the organisation for curbing the risk of losses incurred from its operations. One of the major loss contributors for the company is the payroll and bookkeeping expenses, which is minimise the profits and lead it to become losses for the organisation. The additional of the payroll and bookkeeping expenses forces the profit making braches to incur loss, where the organisation needs to be adhere regarding the payroll and bookkeeping expenses and minimise it during the recession period. Moreover, each branches have their own staff, where inclusion of finance employee would be cost effective and minimise the losses incurred from the operations. Hence, inclusion of employees is not possible in the current time, where the reduction in the payroll and bookkeeping expenses can be conducted by the organisation by adequately making relevant deals during the recession. This would force Birmingham branch to incur loss, while overall the organisation would incur no loss no profit (Azudin and Mansor 2018). Thus, the reduction in the overall payroll and bookkeeping expenses needs to be at the levels of 262,000 from 308,000. The overall measure would mainly ensure the company to continue with its operation without hindering their future growth prospects and revenue stream
Closing one of the branches:
	Particulars
	Stafford             
	Coventry 

	Sales
	880,000
	800,000

	Variable expense
	660,000
	600,000

	Payroll salaries
	129,905
	118,095

	Branch Expenses:
	 
	 

	Salaries
	84,000
	76,000

	Advertising
	16,000
	30,000

	Other
	20,000
	16,000

	Net profit
	-29,905
	-40,095



	Particulars
	Coventry 
	Birmingham

	Sales
	800,000
	1,400,000

	Variable expense
	600,000
	1,050,000

	Payroll salaries
	90,182
	157,818

	Branch Expenses:
	 
	 

	Salaries
	76,000
	124,000

	Advertising
	30,000
	120,000

	Other
	16,000
	22,000

	Net profit
	-12,182
	-73,818



	Particulars
	Stafford             
	Birmingham

	Sales
	880,000
	1,400,000

	Variable expense
	660,000
	1,050,000

	Payroll salaries
	95,719
	152,281

	Branch Expenses:
	 
	 

	Salaries
	84,000
	124,000

	Advertising
	16,000
	120,000

	Other
	20,000
	22,000

	Net profit
	4,281
	-68,281



	The above table provide information regarding the different scenarios, which can be played by the organisation for detecting the level of losses incurred from the operations. The closing of one branch would be catastrophic for the organisation, as the losses would increase immensely with the closure, as the revenues stream would be shut for the organisation. Therefore, under no circumstances there are any measures that the company would profit after closing any of the branches, as depicted in the above tables. The scenario mainly indicates that the company would incur high level of losses if any revenue stream is disturbed, where after the recession the organisation would lose market share and competency level. This would hurt the organisation in the long run and have adverse effects on the operations of the company.
Continuing with the operation:
The third option presented for the organisation is the continuation of the operations without hindering any branches, until the recession is over. Under this circumstance the cost effective measure needs to be implemented by the company, where total expenses of each branch and main branch needs to be reduced to curb the losses from the current market conditions (Weetman 2019). Thus, the operations of the organisation is mainly based on the continuous sales endeavours, where closing one of the branches would lead to huge sales loss, which in turn would have negative impact on the total operations in future when the recession subsides. However, the overall measure is not sufficient, as without taking any strict steps the maintain ace of the three branch operations would force the company to incur losses, which might affects its operational capability and lead to insolvency due to lack of capital. Therefore, adequate measures need to be conducted by the company to ensure that the continued operations are being conducted over period of time where the cost are minimized for each branch.
[bookmark: _Toc84808591]Recommendation and conclusion:
The total analysis of the current business operations of Rapid Response Drainage Services Limited it is mainly detected that the payroll and bookkeeping expenses leads to losses for the organization. Hence, the reduction in the current operations is not feasible for the company, as the directors were wrong regarding the profit or loss-making situation from the current branches. The branch selected for making the highest level of profits was in worse condition after adding the payroll and bookkeeping expenses proportionate to their sales. Therefore, the company cannot close down Birmingham, as it provides the highest level of revenues, while the other two branches have relevant cash inflows. The operations in Stafford, Coventry, and Birmingham should be closed, while the overall measure needs to be implemented for reducing the cost and expenses for the organization by minimizing the payroll and bookkeeping expenses. Moreover, the sale of one branch would force the company out of completion, where after the reduction the sales are required to improve profitability and market share in the long run. None of the operations should be closed by Rapid Response Drainage Services Limited, while a reduction in their payroll and bookkeeping expenses needs to be conducted for improving the current business operations and generating profits in total.
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