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Introduction
            This report focuses on analysing the financial position of Coventry – a branch of the Rapid Response Drainage Service Limited (RRDS). In particular, the notice will inform RRDS’ board of directors on the appropriateness of Alex John’s recommendation of closing the Coventry branch to minimise the impact of the recession experienced by the company. Furthermore, to achieve the analysis objective, the company will assess whether the managing director’s claim of loss-making at the branch is accurate despite the recent move to transfer Gareth Willimas from Birmingham to Coventry. Williams is a high performing manager responsible for the high profitability of the Birmingham Branch, where he was previously stationed.
Analysing and Evaluating the Informational Requirements of Management, particularly in Relation to Decisions Involving Revenues and Costs and Other Financial Criteria
            The RRDS' unique and risky situation has created the need for complex information requirements for the company. Information requirement refers to the desire to obtain or locate information needed to support unconscious or conscious needs. Kenett and Redman (2019) define information as the processed and organized data presented in a meaningful format to the audience to deliver a perceived value or facilitate decision-making.
            At the current point where the company must make a strategic decision, accurate information is vital. Strategic choices are one of the three choice categories that confront such organizations as RRDS and operation and managerial decisions, as shown in appendix 6. Strategic choices involve re-organization and mission choices of the firm. According to Ismail and Zhao (2017), strategic decisions require a lot of research as mistakes can result in adverse implications. Unlike operational and managerial decisions that are made by supervisors and mid-level managers, respectively, strategic decisions are made by top-level organizational leaders. Therefore, RRDS needs quality information to make the best strategic decision regarding the continued operation of the Coventry branch. Quality information is reliable and appropriate, which implies being accurate, adequate, relevant, and complete. The need continuum can generally be grouped into actual unexpected need, comprised need, formal need statement, and conscious need description.
            Managerial accounting is particularly vital in providing the required information to inform decision-making. Since the discipline is concerned with identification, determination of measures, analysis of financial data, and their interpretation to enhance decision-making for managers, managerial accounting is crucial in making choices based on financial performance (Olufemi et al. 2020). Managerial accounting is distinct from financial accounting, which entails presenting the company's financial information to external stakeholders. In contrast, managerial accounting focuses on supporting internal decision-making through efficient reporting. The organizational tool assesses operational metrics to transform data into information the firm's management team uses to make decisions. Managerial accountants strive to provide as many details concerning the company's activities as possible by analysing all the possible aspects.
            Additionally, the organization requires probability information to determine the chances of loss-making in the branch under consideration. Olufemi et al. (2020) assert that accurate information is critical for decision-making in any organization. Although there are other types of information required by a business, such as descriptive, explanatory, and unexpected information, probabilistic is one of the primary organizational information needed.
            Finally, the company needs accurate and reliable financial information to counter the existing propaganda created by John about the financial performance of the branch. Collison (2003) perceive propaganda as an informational tool that can be used by powerful or influential individuals, usually in an overt manner, to support a suitable ideology that furthers their selfish interest. Further, it can be perceived as the systematic conveyance of ideas or information by a tendentiously interested party with a view of promoting or instilling a proper attitude or trigger a particular response. The study explains that propaganda's primary purpose is to distort truth since the propagandist must target accurate information. Although propaganda may deliver devastating outcomes to a given business, it is a complex issue whose complete eradication has been problematic not only to businesses around the world but also to the whole of humanity (Collison, 2003).  Smith (2021) asserts that the practice of propaganda is as old as humanity, even though the term was officially coined in the 17th century.
Selecting and Applying Appropriate Cost and Management Accounting Methods and Techniques
            One of the main reasons Coventry should not be closed is its large proportion of sales compared to the whole company. Sales made in the Coventry branch account for more than a quarter of all the sales made in the company, as shown in appendix 5. Since sales play a crucial role in the success of any business by bridging the gap between the needs of potential customers and the service to fulfil the condition, the company cannot afford to lose the source of more than a quarter of its total sales (Schulte-Oversohl, 2020). Furthermore, although the branch registered the lowest of the three components in terms of sales, it is worth noting that the company spent significantly less on advertising the Coventry than Birmingham, which recorded the highest sales. Thus, more significant expenditure in promoting the branch could have led to increased sales.
Additionally, Coventry could have operated with the most minor employees, assuming that the company compensates workers at similar rates. Coventry had the lowest salary expenses among the three branches, having spent £76,000 compared to 84,000 and £124,000 of Stafford and Birmingham, respectively. Given the importance of employees in managing sales, the branch could have registered significantly higher sales if the management had invested more in that line.
            The £800,000 that will be lost if Coventry is closed will reduce the company’s financial strength and potential for growth. Sales help build trust and loyalty among the firm’s customers, leading to recommendations to other customers. Referrals by customers are essential as they originate from an independent third party with no direct interest in the company; hence, they can provide credible information. The digital age has magnified this importance. As awareness increase, the company’s sales and potential to generate profits also grow. The opportunity cost involved in the closure of the Coventry branch is relatively high. Basu and Waymire (2019) perceive opportunity cost as the value associated with choosing one option and leaving the other. The Rapid Response Drainage Service Limited will be forced to forsake £800,000 in sales if it implements the plan to have Coventry closed. Retaining the other two branches, Birmingham and Stafford, may not close the gap left by the Coventry.
            The closure of the Coventry branch may also significantly contribute to the company being overwhelmed by fixed costs (Kamphorst et al., 2020). At present, such costs as bookkeeping and payroll are contracted to PLS Limited, the professional service firm. The annual fee of £308,000 is apportioned to the branches depending on their sales. Since the contract is already issued, the payroll and bookkeeping costs may remain the same, but they will be shared by the remaining two branches. Increasing the financial burden for the two branches will further weaken their financial strength and worsen the impact of the current recession experienced by the firm.
Similarly, other fixed costs, such as property taxes and rent, may remain the same, complicating the situation. This reality is reflected in the analysis highlighted in the case study. For example, the closure of the Coventry branch would lead to a complete loss of £800,000 in sales. The expenses would only reduce by £60,000 from £308,000 to £248,000. Such a move will be a big challenge to the company and may even lead to bankruptcy. 
            Coventry made a loss of about £2,000 for the period under review, but the failure does not provide sufficient ground to warrant the closure of the branch. Profits or loss is determined by the difference between the sales and the cost. For example, producing the goods in both fixed and variable costs, as demonstrated in appendix 2. In the pretext of this loss, John advised the board to close the branch. Despite the negative portrayal by the current general manager, the Coventry branch was only £8,000 in sales short of hitting the breakeven point as the breakeven analysis in appendix 1. For a component that reached £800,000 in sales, getting an additional £8,000 in sales is insignificant, especially when considering that the branch is yet to exploit its full potential to hire more skilled marketing staff.
Conclusion
            In brief, cost accounting plays a vital role in informing decision-making in firms. In the case of Coventry, the significant loss of financial strength that the company stands to lose by closing the branch does not favour the decision. The current fixed costs will overwhelm the remaining two components and significantly reduce their viability. As the analysis indicated, the head office will only be relied on by £60,000 in costs, but £800,000 will be lost with the closure of Coventry. Besides, Coventry was only £8,000 in sales despite covering its fixed costs, which would make profits. As such, the optimal decision for the company is to let Coventry continue operating while the management looks for other ways to reduce the variable and fixed costs and increase sales. For instance, the variable costs can be reduced by establishing cheaper sources of production material.
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Appendices
Appendix 1: Break-even Analysis

Break-even point = Fixed Costs/Contribution Margin
Contribution Margin is determined by subtracting cost of making a product (variable cost) from the price of the product.
Contribution margin = (Sales per unit – variable costs per unit) * unit sales price
Assuming the Coventry branch sold products over the financial period under consideration, the price of each individual products = Total sales/Number of products = 800,000
Variable costs per unit = (0.75 * 800,000) = 600,000
Therefore, contribution margin = (800,000 - 600,000) /800,000
Rearranging and eliminating x, contribution margin = (800,000 - 600,000)/800,000 = 0.25
Break-even point = Fixed costs/Contribution margin = 202,000/0.25 = £808,000


Appendix 2: Determination of Variable Cost

Total Variable Cost = Total Quantity of Sales * Proportion of variable costs over sales
Sales in Coventry = £800,000
Proportion of variable costs to sales = 0.75%
Therefore, variable costs in the Coventry branch = 800,000 * 0.75% = £600,000
The respective variable cost for the other branches are as shown below.


	
	Stafford
	Coventry
	Birmingham
	Total sales

	
	                £
	     £
	     £
	

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

	Branch Expenses:
	
	
	
	

	Salaries
	84,000
	76,000
	124,000
	

	Advertising
	16,000
	30,000
	120,000
	

	Other
	20,000
	16,000
	22,000
	

	Book keeping
	88000
	80000
	140000
	

	Fixed costs
	208,000
	202,000
	406,000
	

	Variable costs
	660000
	600000
	1050000
	

	Total costs
	868,000
	802,000
	1,456,000
	




Appendix 3: Information Requirement at Various Phases


	Phase of decision
	Required information
	Information System for Support

	Intelligence
	Reporting
	Structured

	Design
	Specified/directed 
	Decision and Executive

	Choice
	Evaluation
	Large decision models

	Implementation
	Monitoring charts and graphics
	Mainframe and microcomputer aids, Integrated




Appendix 4: Financial data


	
	Stafford
	Coventry
	Birmingham

	
	            £
	     £
	     £

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

	Branch Expenses:
	
	
	

	Salaries
	84,000
	76,000
	124,000

	Advertising
	16,000
	30,000
	120,000

	Other
	20,000
	16,000
	22,000




Appendix 5: Calculation of the Percentage of Sales

Percentage of sales = Coventry Sales / Total sales = 800,000 / (800,000 + 880,000 + 1,400,000) * 100 = (800,000 / 3,080,000) * 100 = 26%




Appendix 6: Information Needs for Organisation


Top managers (Unstructured)


Middle Managers (Moderate structure)


Line managers (Complex structure)


Sales Proportions
Coventry	Stafford	Birmingham	800000	880000	1400000	
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