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1. INTRODUCTION
      Marketing Accounting is an area focused on strategic marketing investments through accounting accuracy and efficiency. The companies that spend the most on marketing do not always dominate the industry. Companies that invest their marketing resources prudently will achieve better results. This is helpful for businesses of all sizes because it lets them compete with national chains and other businesses.
     In this report I will provide an objective reflection of the branches activities and examine their financial and managerial performance, in order to find the best solution to optimise their activity.
        As the company’s management accountant, I will provide to the Board of           Directors a report of NEXT GENERATION POWER LIMITED branches: Ipswich, Manchester and London based on the financial position only. This report has been asked due to the shortage of drivers and the increased demand for tyres and batteries for vehicles.
2. MAIN BODY
Management accounting, also recognized as value accounting, analyses enterprise expenses and operations to create internal financial reports, records, and accounts to help managers' decision-making tactics gain their commercial enterprise goals. In other words, it is the act of grasp monetary and cost data and changing that records into useful statistics for managers and executives within the organization.
     After this short introduction, I will provide the Financial Data of the company

	
	
	Ipswich
	Manchester
	London

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

	2
	Salaries
	126,000
	110,000
	180,000

	3
	Advertising
	24,000
	45,000
	175,000

	4
	Other
	30,000
	24,000
	33,000



      
       The pay roll and bookkeeping work for each branch is contracted to TAP Accountancy LTD for an estimated cost of 462,000£ annually and it is apportioned to the divisions constructed on their sales. The Variable Costs are 70% of the sales of each division.
       Cost apportion refers to the proportional distribution of various overheads among departments on a logical basis. The key to efficacious cost allocation is to set up a truthful and equitable allocation gadget that is supported by modern-day data. In particular, the fee allocation device should:
           • define common facilities or support services
• define costs to allocate
           • define allocation factors/methods fair cost sharing         
Update and display data and methods to ensure allocations stay truthful and equitable over time.
     As shown in the Appendix, attached to the report, the apportion of the bookkeeping cost depends on the sales of each branch and the total sales as following:
Ipswich:  £133,444
Manchester: £116,258
London: £ 212,298


 
Fig. 1 Apportion of the Accounting Cost

Variable costs are costs that change in proportion to the amount of product or service a company produces or sells. Variable costs increase or decrease depending on the volume of production or sales of the company. Variable costs increase as the amount of production increases but decrease as production decreases.:
· Employment
· Contracts
· Wrapping
· Utility overheads
· Raw supplies for manufacture

  From the financial data available, we can observe that we have a Variable Cost of 70% from the sales of each branch: 
Ipswich:  £924,000
Manchester: £805,000
London: £ 1,470,000.

The next step is to calculate net income using financial data for each branch. The net profit margin is an indicator of the financial health of a company. Pursuing variations in its net profit margin can help a establishment measure whether its current practices are yielding favourable results and make predictions about future profits based on past revenue levels. Net income is a company's total earnings after everything, including expenses, has been paid. Net income consists of sales proceeds and less expenses such as cost of goods sold, sales, general and administrative expenses, devaluation and repayment, interest expense and duties.
     As shown in the Appendix bellow, we have the following calculation of expenses for each branch:
· Ipswich: 
 Salaries+ Advertising +Other Expenses+ Variable Cost + Payroll= 1,237,444.
· Manchester:
[bookmark: _Hlk96785305]Salaries+ Advertising +Other Expenses+ Variable Cost + Payroll= 1,100,258.
· London:
[bookmark: _Hlk96785349]Salaries+ Advertising +Other Expenses+ Variable Cost + Payroll= 2,070,298.


Fig. 2 Total expenses for each branch

      As we can see from the Figure 2, the London branch has almost double expenses than the other branches. This can be explained by the highest prices for Advertising, Higher Salaries and other Expenses that can be found in London (one of the world most expensive cities), costs the Company has to pay for maintain the position on the market.
      After calculating all the expenses and costs for every branch we can calculate the Net Profit for each one of these, by subtracting all the expenses from the total sales obtaining the following Net Profits:
· Ipswich: £ 82,556
· Manchester: £ 49,742
· London: £ 29,702.

Fig. 3 THE PROFIT

Analysing the figure above, we can observe that London Branch has the                   smallest profit, despite having the highest expenses. The most profitable branch is the one in Ipswich who also has smaller expenses.
        In conclusion, observing the financial data provided and calculating all the expenses and costs for each branch: London, Manchester and Ipswich and the level of profitability, we found out that our most profitable branch is Ipswich, followed by Manchester and the last one is London.
     For the next financial period the London branch should try to increase the profitability or decrease their costs by applying one of the following strategies:

· Cost Reduction
 Cost reduction can improve profitability, but only if sales price and sales volume remain the same.  If the quality of the products decreases because of cost reductions, then the company may have to lower prices in order to keep up with sales. This could result in a loss of any potential gains.
   A greater negative impact over time may result from the gradual loss of market share because lower quality makes it impossible to maintain sales figures. However, if a company can efficiently reduce costs without sacrificing quality, selling price or sales, it offers a route to greater profitability.
· Increase revenue by increasing a customer's willingness to pay
The maximum amount a customer is willing to pay for a product or service is willingness. This is usually related to the perceived value of anything you buy. When a company sells a product or service to a customer, the value of the transaction is based on the company and the customer. The value received by the buyer can be measured as the difference between the willingness to pay and the asking price, and the value received by the company can be measured as the difference between the set price and the cost of producing the product. By increasing the customer's willingness to pay for a product or service, the branch can raise the price without compromising the customer's excitement for the purchase. This will allow to increase your bottom line and profit margin while increasing customer satisfaction.
· Cost savings by reducing the willingness of suppliers to sell
Suppliers are willing to sell the product or service at the lowest price, your suppliers are willing to accept in exchange for the product or service they provide.
When suppliers agree to sell a product, component, or service, they are keen to charge as much as possible to maximize profit. Our corporation, in contrast, is interested in reducing costs in order to preserve value and share more equitably with end-users while maintaining profits. By reducing our willingness to sell, the company can reduce the spending, which will allow to increase the profits without increasing prices or closing sales.
3.Conclusion
   From the above discussion and calculations, as the company’s management accountant I have came to the conclusion that the Manchester branch is performing in good parameters and the Manger John Price managed to reverse the recent decline in business of the branch.
   On the other hand, the London branch profitability is decreasing dramatically and, for now, the best action to take is to reduce the costs at the London branch by applying one of the recommendations that I have made above and to offer a time period for London subsidiary to try to implement this recommendation for an increase of the profit margin. After that another financial and management report will be conducted to monitor the costs that the Branch has and the evolution of the profitability.
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[ Paragraf 1
APENDIX
TOTAL SALES = 1,320,000+1,150,000+2,100,000= 4,570,000.
APPORTIONNAMENT OF PAY ROLL AND BOOKKEPPING
Ipswich (SALES/ TOTAL SALES)'COST =( 1,320,000/4,570,000)'462,000 = 133,444
Manchester (1,150,000/4,570,000)"462,000= 116,258
London (2,100,000/4,570,000)"462,000= 212,998
Variable Cost 70% of Sales
Ipswich 1,320,00070% = 924,000
Manchester 1,150,000%70% = 805,000
London 2,100,000%70% = 1,470,000
Ipswich
Total Costs 126,000+24,000+30,000+133,444+924,000= 1,237 444
Net Profit 2,100,000- 1,237 444= 82,556
Manchester
Total Costs 110,000+45,000+24,000+116,258+805,000=1,100,258
Net Profit 1,150,000-1,100,258= 49,742
London
Total Costs 180,000+175,000+33,000+212,208+1,470,000=2,070,208

Net Profit2,100,000- 2,070,268 = 29,702,
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