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Introduction
The main purpose of Management accounting is to provide for company internal purposes information related to making well-informed business decisions. Management accounting is looking at past performance and giving forecasts for the business. 
Theoretical Background of Management Accounting
Accounting systems are designed to provide users within and outside of the organization with information and data that they need to make decisions related to the organization. As a sub-accounting system, management accounting is designed to help with planning, decision-making, performance evaluation in operations. Liberalization of global trade and competition pressure results in many companies trying to implement systems of management accounting because this gives information for the decision-making process, because of technological development and customer requirements.
Company information and data
Because of rapidly growing related to a recent shortage of drivers in the UK Next Generation Power Limited (NGPL). Relating to the last results and proposal for closing Manchester branch we need to make analyses to prove request for close that branch. Financial Data that we have is shown below.
Financial data
First, we need to make Payroll expenses for each branch: 
	Payroll Expenses for each branch

	Total Sales
	4,570,000

	Ipswich
	133,444

	Manchester
	116,258

	London
	212,298



The next step is to make calculations for Variable costs, Gros profit and to calculate for each branch is on profit or loss:

	
	Variable cost
	Gros profit
	loss/profit

	Ipswich
	924,000
	396,000
	82,556

	Manchester
	805,000
	345,000
	49,742

	London
	1,470,000
	630,000
	29,702



For variable costs, we have these calculations based on information that they are 70% of sales for each branch.
	Variable cost
Ipswich	924,000 = 1,320,000*70%
Manchester	805,000 = 1,150,000*70%
London	1,470,000 = 2,100,000*70% 

Gross profit for every branch is as below:
	Gros profit
Ipswich	396,000=1,320,000-133,444
Manchester	345,000=1,150,000-116,258
London	630,000=2,100,000-212,298

Calculations below showing is branches on profit or loss
		loss/profit
Ipswich	82,556 = 396,000 – 133,444 – 180,000
Manchester	49,742 = 345,000 – 116,258 – 179,000
London	29,702 = 630,000 – 212,298 – 388,000

Conclusion
From these calculations, we can see that Manchester branch is on profit and is no need to be closed. But on the other side if we take under consideration options that if the branch is closed that the payroll expenses will be reduced from 462,000 to 370,000 which is 92000 less. But if we take under consideration fixed costs for Manchester then 170,000-92,000= 87,000
So, my opinion is that we are not supposed to close the Manchester branch because it is on profit and if we close it, we will lose all sales and only profit from savings for the company will be just 5000. And from what we know John is a good manager so he can achieve more profit with optimization of the processes and increase of sales. Also, we must take into account customers if Manchester branch is closed then the company will be without any presents in the north-west of the country and this will affect customers that may choice company as a supplier. Because customers fleet will be hard to be supplied with parts. Another part that can harm the company and may lead to legal actions is employees from Manchester branch because they need to be offered an alternative job in other branches first but as I already said other branches are too far from Manchester.


Appendix 
	
	
	
	

	
	Ipswich             
	 Manchester
	London

	
	£
	£
	£

	Sales
	1,320,000
	1,150,000
	2,100,000

	Branch Expenses:
	
	
	

	Salaries
	126,000
	110,000
	180,000

	Advertising
	24,000
	45,000
	175,000

	Other
	30,000
	24,000
	33,000

	Total expenses
	180,000
	179,000
	388,000

	
Payroll Expenses for each branch
	

	Total Sales
	4,570,000
	
	

	Ipswich
	133,444
	
	

	Manchester
	116,258
	
	

	London
	212,298
	
	

	
	
	
	

	
	
	
	

	
	Variable cost
	Gros profit
	loss/profit

	Ipswich
	924,000
	396,000
	82,556

	Manchester
	805,000
	345,000
	49,742

	London
	1,470,000
	630,000
	29,702

	
	
	
	

	
	
	
	

	Savings 
	92000
	
	

	
	87,000
	
	



payroll and bookkeeping work £462,000
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