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Executive Summary
The following report has explained the concept of management accounting and the important role that it plays in making an effective decision for bringing improvement in a business organisation. Moreover, the proper calculation has been made on the absorption and marginal costing so as to determine the financial health of their established branch. Further, recommendations have been made stating the reasons for closing the branch situated in Manchester. 
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Introduction
This report will discuss the financial position of Next Generation Power Limited (NGPL). The plan to dissolve Manchester branch of the company as it may incur loss will be conveyed through this report. A brief comparison among the financial data of three branches of the company will be stated here. Moreover, the main reason for closing the Manchester branch will be stated on the basis of comparison among three branches that is Ipswich, London and Manchester. This report will consist of a recommendation of the best action to be taken for closure of the Manchester branch. 
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Management accounting 
Definition 
Management accounting is referred to as the process or system of making the goals or objectives by measuring, identifying, analysing, encoding and communicating various information to the company’s managers (Bisbe and Chenhall, 2017, pp.789-820). Moreover, it aims at all the accounting targets and informing the operational metrics of business to the management. Management accounting keeps track of the availability of production and cost which serves as a factor for making purchase decisions within the company. 
Concept of management accounting 
Management accounting helps in improving and enhancing the information’s quality to be conveyed to the management about metrics of business operations. The management accounting report is prepared on a daily, weekly and monthly basis. It is prepared for the use of managers and other internal stakeholders. The management accountant uses the data related to sales and cost along with the revenues that the company has generated (Kramer, 2018). Moreover, it provides the company to identify and decrease the unnecessary expenditure made by the company and maximise its revenues. This helps the company in making decisions about the amount of money to be spent on purchasing the raw materials for manufacturing finished goods. 
Management accounting helps in the decision-making process.
The management accountant makes an analysis of the internal environment of the company for guiding a company to make strategies. The main job of a management accountant is to make financial reports of the company which can help in the process of decision making for attaining the long and short-term objectives of the company. The report prepared by a management accountant consists of variance analysis and much statistical data that helps the manager in making business decisions (Freedman, 2019). Moreover, after creating various reports the management accountant recommends the company take corrective actions to mitigate any discrepancy in the business activities of a company. 
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	Particulars
	Ipswich 
	Manchester
	London

	Sales 
	1320000
	1150000
	2100000

	less: COGS
	nil
	nil
	nil

	Opening inventory
	nil
	nil
	nil

	Add: Production cost
	nil
	nil
	nil

	Less: Closing inventory
	nil
	nil
	nil

	Gross profit at a normal level
	nil
	nil
	nil

	Over/under absorption of fixed production overheads
	
	

	Gross profit at the actual level of production
	
	
	

	
	
	
	

	less: Fixed and variable non-manufacturing expenses
	
	
	

	Salaries
	126000
	110000
	180000

	Advertising 
	24000
	45000
	175000

	Hiring
	13860
	13860
	13860

	Other
	30000
	24000
	33000

	Variable selling expenses
	924000
	805000
	1470000

	Net profit before tax
	202140
	152140
	228140
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	110000
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	Advertising 
	24000
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	Other
	30000
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Working notes (WN)
In the above calculation, it can be seen that due to the missing of relevant information, the COGS has been taken as nil and the total gross profit at the normal level has been calculated and ascertained as nil respectively. The hiring charges has been added by dividing the assumed profit by three [462,000/3= 13860] respectively. Moreover, the variable selling expenses has been calculated as:
Ipswich= [1320000 x 70% = 924000] 
Manchester= [1150000 x 70% = 805000]
London= [2100000x 70% = 1470000]


[bookmark: _Toc97054977]Evaluation
The above table shows that the calculations on the marginal and absorption have been made so as to ascertain the total contribution on the cost of the product sold by an organisation. Moreover, all the calculations have been made on the basis of the information. Thus, it can be seen that after the calculations made, the absorption and the marginal cost for the three branches have been undertaken. On all the three branches taking Ipswich, Manchester and London, Manchester had performed badly rather than the two branches. The particular branch has ascertained a net profit of around £152,140 rather than the other branch Ipswich that has performed around £202,140 and London £228,140 respectively. The demand for the services on the Manchester branch has degraded due to the absence of an efficient manager that was John who was transferred by Laura due to some misunderstandings. Thus, after a proper analysis of the financial reports, John thus decided to close the Manchester branch respectively.
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After a proper analysis of the financial statement and the report prepare considering the three branches of the Next Generation Power Limited (NGPL). As being a management accountant, it should be kindly recommended to close the Manchester branch of the company due to the absence of efficient management on that particular branch (Sweeney, 2021). Moreover, after making a deep analysis and the comparison among the three branches namely Ipswich, Manchester and London, it can be seen that the net profit of the Manchester branch has performed badly rather than the other branch. Therefore, the management must take over the total cost, expenses and the sales that the company was earning particularly from the Manchester branch respectively. Thus, certain recommendations have been done in order to close the branch that was not performing in a better way.
1. Formal agreement among the members of the company- Being a management accountant, it is kindly recommended to the member of the Next Generation Power Limited (NGPL) company to have a mutual settlement (Schiff, et, al., 2020). A mutual agreement will result in avoiding certain conflicts that may hamper the business in future.
2. Filing article for dissolution- Being a legal member of the company, a formal and proper filing of the relevant articles needs to be filed for dissolution of the business (Sonin, et, al., 2020). The documentation must be filled carefully containing all the details for the closure of the branch specifying the reasons, date, name etc. 
3. Clearing all the debts and payments- On the closing branch, all the members of the Next Generation Power Limited (NGPL) company must clear all the debts and the payments if have any before the closure. The debts and the payments relate to the investors, employees, financial institutions and many others as well. 
4. Ascertaining the performance- The members of the company need to ascertain the performance of all the three branches situated in a different location. It can be estimated that if the respected company close the Manchester branch (Przekota, et, al., 2020). If the selected branch has been closed then the sales for the particular company will be completely lost and the overall expenses will also be reduced respectively. In the above calculations, the total office expenses were considered as £462,000 and thus, the closure of the Manchester branch will result in the reduction of expenses to £370,000. Thus, the company will have a difference in the office expense of £92,000 respectively.
5. File a final tax return- It is the responsibility of the company Next Generation Power Limited (NGPL) to clear and close the file of tax return at the time of the closure of the Manchester branch. All the taxes must be met and all the files and documents must be reviewed in a proper manner before the dissolution of the company.
6. Keeping of the records- The company must keep all the past as well as the present records relevant to the performance and the financial health statements respectively (Sikka, et, al., 2018). Therefore, all the members of the company by having mutual communication need to keep and maintain all the financial records as this may serve as aa legal evidence in future.
7. Equal distribution of the last collection- A mutual agreement must be made between all the current members of the company regarding the distribution of the profits or losses made on the Manchester branch (Ray, 2019). In other words, the distribution must not be in financial terms but all the members must equally distribute the risks as well.
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Conclusion
This report has discussed the main concept of management accounting and its various roles and functions in the process of making business decisions. This report has discussed the financial position of the company and shown various calculations of marginal and absorption costs made by the company. This has determined the financial health by comparing the financial position of all the three branches of the company. Further, the report has recommended the board of directors of the company about the best action to be taken for making a decision regarding the closure of the Manchester branch. The calculations relating to the financial statement has been shown regarding all the three branches of the company.
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Calculation of the absorption and the marginal costing for Next-generation power limited

Particulars Ipswich | Manchester | London
sales 1320000 1150000 2100000
less: COGS il il il
Opening inventory il il il

‘Add: Production cost il il il

Less: Closing inventory il il il

Gross profit at a normal level il il il
Over/under absorption of fixed production overheads

Gross profit at the actual level of production

less: Fixed and variable non-manufacturing

expenses

salaries 126000 110000 180000
Advertising 24000 45000| 175000
Hiring 13860 13860 13860
Other 30000 24000 33000
Variable selling expenses 924000 805000 | 1470000
Net profit before tax 202140 152140 | 228140
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Working notes (WN)

In the above calculation, it can be seen that due to the missing of relevant information, the COGS
has been taken as nil and the total gross profit at the normal level has been calculated and
ascertained as nil respectively. The hiring charges has been added by dividing the assumed profit
by three [462,000/3= 13860] respectively. Morcover, the variable selling expenses has been

calculated as:

Ipswich=[1320000 x 70% = 924000]

Manchester= [1150000 x 70% = 805000]

London= [2100000x 70% = 1470000]




