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Executive Summary

For successful run of business according to market strategy and business requirement, we need to understand concepts of accounting fundamental. Proper use of rules and regulation for decide the cost and services of product in market account, company faces various challenges for identify the  need of business and account concept helps to manger deal all the activities and operation of business for smoothly running and enjoy great profit share in market. 
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This assignment includes all fundamental accounting concepts which every business required in their initial phase. In this report we explain the proper use of accounting principles, rules and regulation for success of company  (Gordon, 2016). It’s a basic requirement of company to understand to manage and maintain all financial data and information. Cost accounting techniques   are very useful to ascertainment of cost as well as costing operations. Nature, purpose and method of cost accounting also covered in this report for analyze the business operation of company.
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It is a method of accounting where include all cost in perform any project, product and process are analyze. In take better decision, this analysis helps to the management. It is a science and art. Cost accounting is the processes that can be determine the cost of services and goods. Recording, analyzing and summarizing are the function which are included in the cost accounting system. It’s main purpose is ascertainment of cost and it can be used in taking the right decision and evaluation of performance. Cost accountings help to the organization calculation the cost of the various types of goods. Cost accounting concerned with every unit of cost, service, process, order and job etc. may be applicable, and involves the production cost, distribution cost and selling cost. 
According to Wheldon, “It is the accounting application and methods, techniques and principle of costing in the cost ascertainment and analysis of enough cost acquire as compare with standard or previous experience”
Cost accounting feature depend on different areas like records expenditure and income related the production of services and goods, deals with control of cost, ascertainment of cost and reduction of cost, give statically data. 
Nature of cost accounting
Cost account deals with the cost of control and ascertainment .For the management, it is the great source of information in controlling and planning aspect. It helps to the management proper utilization of resources. There is various different nature of cost accounting which is described below:
· Determination of different total cost components:
The main objective is to identify cost per unit to complete our cost determination of work.It is a process of accumulation, classification and analyzing the cost of product. Total cost includes material, labor and expenses. 
· Related with both science and art:
It is a science because it is an own rules and principle which are follow by every company on regular basis in the systematic manner. Further cost accounting related with art because using the techniques and principle that can be solve the problems of business through cost information. 

· Accounting should have specialized accounting:
It has its own concepts although its function is based on system of double entry. The specialized branches involve collection related to covers, necessary classifications, recording related to transactions, apportionment, cost determination and controls related to costs. In the topic of cost accounting specialized branch of accounting is included.
· Determination of different total cost components:
It ascertains service and product cost through process of the classification, recording, analysis and accumulation. The component of cost involves such as labor, expense and material. The main objective is to identify cost per unit to complete our cost determination of work.
· Helps management:
For various management levels, this system of accounting gives important information to the management which can helps to taking better decision for the business purpose.



















Behavior of Cost Accounting
Cost behavior describes the relationship between total cost and activity level of organization. it is used by management to identify operation cost and its changes in organization. With the help of mathematical tools management used to identify cost behavior and there effects on business. It can be shown in three forms as fixed, variable, and missed cost. After the process annual budget manger read the behavior cost and specify areas where its need to be update.
     
Fixed cost
It name implies that fixed cost remains unchanged in all operation of business and constant disregarding of operation level. As there are no new production units produced, fixed cost incurred and fixed cost per unit is done in every rise in production (Innes, 1990). Such as change on rent of building rent there are no any changes in income level of tenant directly. 

Variable cost 
As it names implies that changes with change in operation level of business as in same proportion as output changes (Innes, 1990). Total variable cost generate whenever high   production is done and decrease as production being low vice versa such as direct material cost and each commodity. 

Mixed cost 
Combination of variable and fixed cost but does not change proportionally with output. Such as cost of delivery has fixed component of depreciation of trucks cost with fuel expense as variable component (Graves, 1971). 








Purpose of Cost Accounting
Cost accounting main purpose is to help in gives timely report and area identify where company operated. It can be evaluate the overall performance of the department, product and activities.  The use of accounting data management provides better quality of product at minimum cost. Purposes of cast accounting are as follows:
· Business policies and decisions making:
Profit planning, gross profit analysis, breakeven point is used to deciding the new business policies. The main aim of cost accounting provides formulation of decision process and helpful for management to take decision process. 
· Control of cost:
Control of cost is the first function of accounting and the main purpose is controlling the cost. It’s very important to the management allocate limited resources to the specific project and process of production. 
· Computation of cost:
It is the second main function cost accounting. For specific product, we will see that how can be calculated sales cost per unit. 
· Reduction of cost:
It is the third main function of management. It refers the extra profit because the margin will be increase naturally. Computation of cost helps to the company cost can be reducing on the process and project.
· Determination of price for selling goods :
It provides information for deciding reduction and differentiates variable cost and fixed cost. For identify selling price, it also provides whole data or information of composition of total cost. 








Techniques of Cost Accounting
Cost accounting techniques are used for cost controlling, decision making, purchasing performance, price appraisal, and negotiations. There are number of accounting technique as follow:  
· Uniform costing:
Uniform costing use for comparison of same principle and practice of costing, it refereed intern firm costing facilities for pricing policies.  It is very useful to compare fix price of commodity in interterm organization 
· Marginal costing:
Marginal cost comparison between fixed and variable cost and analyze the data and information data related with the cost which helps in identify the effect of   profit due to fluctuation in volume of output. 
· Standard costing:
Its known as technique of cost accounting, includes the actual cost and incurred from the cost and matched with  determine cost (Innes, 1990). Matching is used to determine Measurement of problems occurred. 
· Historical costing: It measure the price of the accounting to ascertain the cost of the assets on the balance sheet based on original cost when they acquire for purchasing the assets. It is method used for historical cost under GAAP. 

· Direct costing: It is the best techniques for accounting. All the expenses are related to the production of goods and services. When the cost is directly related to the production is known as direct cost. It is the practical tools used for the calculation of cost to make the correct decision for the company. 







Method of Cost Accounting
Costing method refers to the methods for ascertainment of production cost and depends on process of manufacturing. It is a system of calculating the cost. Under this system, we will use different costing methods. According to the need, any costing method can be used in any business. Main costing methods are as follows. 
· Job Costing:
For particular work, we collect and calculate the expense in the job costing. It is one of the methods of costing. This type of costing method can be used in factory that can be produce other product of engineering , furniture project, machine tool, interior decoration and hardware. It is also known as terminal costing and piece of work costing. Example of job costing: painting and repair of building etc. 
· Contact costing:
This method of costing used in contract of machine construction and construction of building etc.  It is also like a job costing and we will calculate the labor cost, overhead cost and material cost of particular contact. It can be also used for a shot time period. For particular individual contract, separate account is kept. It is the costing which is done for jobs which contain heavy expenditure and each and every order of long period. 
· Batch costing:
It is an expansion of job costing. In batch, it can be representing small order number pass through factory. For customer, this method is most useful electronic good like a washing machine and television etc. We will calculate particular group of cost but we will not collect and calculate cost of production of particular unit. Under batch costing, each group will be production of one unit. 
· Process costing:
It is the most popular costing method. Many goods are produce continuously. It is used, all time where process of production will be active. This method of costing will be used in various types of industry like a paper industry, chemical industry and oil industry etc. This method of costing is mostly used in factories or large industry. 



· Unit Costing:
It is also known as output costing and single costing. It is applicable for these industries like a cement industry, quarries, brick works and mines etc. Under this method object is to cost of particular component of such cost and ascertain the output of per unit cost. 
· Operating costing:
This costing method is used, when any company gives the services rather of goods production. For ascertaining the cost of particular service this method is applied by the members. Example of operating costing is: hospitals, electricity, canteens and public buses etc. these all involves the large amount.
· Multiple costing: 
It is also known as composite costing. It will be essential to ascertain the particular element of cost. Process costing can be applied for this purpose. Batch costing may be applied ascertaining the final product cost. Multiple costing method used in various factories like automobiles, radios, aero plane and manufacturing cycles, engine etc. 














[bookmark: _Toc16255314]LO2. Principle of Accounting

The basic accounting principle and guidelines provide by GAAP for better understanding of accounting principles. The following are the principles of accounting are as follows:

· Economic Entity Assumptions:  The accountant of the company kept transaction of the owner separate from the business transactions. The sole trader and business legal purpose treated as one entity but at the point of view of accountant both are separately treated.

· Time Period Assumption: This principle is very complex and it is the ongoing process for a successful organization. They provide information or data time to time to top management of the company, so they know the position that company earn the accomplished goals or not. At the end of the financial position company maintain their financial statement to know the correct position of the company.

· Cost Principle: Accountant ascertainment the cost related to the purchase, sales and entire operations of the financial activities of the company. The amount recorded by accountant in the financial statement on the basis of historical cost. They also adjusted all the expense or payment in the financial statement, so they know the accurate condition of the company.

· Full Disclosure Principles: All the information or data related to the outside the parties such as investor and lender are important to disclose in the financial statement of the company. They also mention the footnote, why attached to the financial statement.

· Going Concern principle: In this principle, company owners assume that it continues for a long period of time. This principle allows to company that they do some prepaid and outstanding expenses for future accounting financial years.

· Matching Principle:  This principle is based on the accrual basis on accounting. It requires that expense and revenue of the company is matched. They cannot analyze the economic benefits of the future through advertisement, 
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Revenue Expenditure 
Expenses related to the daily operation and administration of business effect from current financial years is known as revenue expenditure.  Its meets the day to day operation or activities related for smooth running of the business.  The expense incurred for products and services useful for business, which is used more or less than one year. It also increased the profit capacity of the firm. The revenue expenses incurred for purchase of raw materials to maintain the working of the business. It consumed only for the current year, it cannot profitable for upcoming future. It cannot provide any kind of future benefits to firm.

Capital Expenditure
It is different from the daily expense, it refer as operating expense and OPEX. It is the onetime expense, not recurring nature and long term existence. Mostly, the amount spends for purchase of long term assets which is used for more than one year. It is also known as CAPEX. It is used for the improvement of the fixed assets. The nature of expenditure is non-recurring. It increased the revenue for future, so the company becomes successful. Some example is furniture, machinery, building are capital expenditure. 













Revenue Expenditure and Capital Expenditure


	
Basis of difference 
	
Revenue Expenditure 
	
Capital Expenditure

	
 Purpose and Requirement
	
Expense occurred from running the operation of the business. 
	
The expense generated for acquisition of the fixed assets.

	
Efficiency and Capacity
	
Useful to Enhance the profit earning.
	
Useful in the earning capacity of the company.

	
Duration 
	
  Within 365 days
	
More than 365 days

	
Account Nature  
	
Expense account use for recorded.
	
Assets account used for Recorded 

	
Display
	
 Represent in Profit and Loss Statement  
	
Shown as Balance Sheet

	Consumption.

	consumed for  short period of  time
	Long term for useful life 

	Monetary Size.

	minimum monetary amounts
	larger monetary amounts

	Time of records

	expense only done in the current period, for short period of time 
	 expense should be done gradually via depreciation

	
Applicable
	
Used in Depreciation such as furniture, salaries and rent. 
	
Applicable in Building, land and machinery.










[bookmark: _Toc16255321]Conclusion

We conclude this that every organization required to understand accounting concepts for their successful business. Accounting concepts and method compulsory for fruitful business and without this manger can’t handle business operation. Daily transaction and there management required for future planning and achieve company goals. We also identify the most accounting fundamentals concepts for the success of the company.
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