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Executive Summary
 
This assignment presents analytical reports on accounting fundamentals. At the starting of the assignment, we describes about nature, behavior, purpose, behavior, tools and techniques of the cost accounting (Loughran, 2011).   Accounting fundamentals principles and policies are used by company for smooth working of the activities. Government said the each and every company should publish their accounts in annual reports for general public, so they know the company position. At mid of assignment, some practical questions are given with solution, these are accounts which shows the exact value of the company assets and liabilities. At last, we also explained the revenue and capital expenditure of the company (Lunt, 2009). 



C110 MANAGEMENT REPORT  KIT-MUN, MAHESHIE
-BILLABONG MADELYN & MELISSA 
Executive Summary 
This report has been prepared for the use of Billabong Pty Ltd, Chief Execuve ocer 
Launa Inman. The aim of the following report is too provide an analysis of Billabong Pty 
Ltd 'nancial posion by analysing informaon contained within its annual reports from 
the period of 2008 to 2011, by comparing the enty’s pro'tability, eciency, liquidity 
and capital structure. 
The analysis of Billabong Pty Ltd 'nancial reports indicated poor performance in all 
raos grouping, with steady declines in the period of 2008 to 2011. The company did 
see prospects of a 'nancial upturn in the year of 2010, parcularly in the 'rms liquidity. 
However a decline in sales, decreased EBIT and cash -ow from 2010 to 2011 lead to a 
rapid decline in 'gures. 
The report uncovered serious future 'nancial dicules for Billabong parcularly with 
the astronomical increase in their debt coverage rao, indicang  that  Billabongs 
current net operang ou>low it will take them 34 years to pay back their long term 
debt. 
In order to avoid 'nancial ruin, this report iden'ed several recommendaons that 
Billabong could implement in order to improve pro'tability, eciency, liquidity and 
capital structure. 
To improve pro'tability, it was speci'ed that cut back on expense rao and change the 
price strategy could be implemented. To improve eciency increasing sales revenue, 
introducing promoonal o?ers which reward customers and ghtening credit 
se@lement terms. To improve liquidity, it was speci'ed that creang a rewards program
and research alternave suppliers of inventory should be implemented. To improve 
capital structure rao, it was recommended that Billabong should explain the strategy 
to the markets, help investors begin to value the -exibility in the company and decrease
their asset base
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[bookmark: _Toc14791291]Introduction

We assign this assignment to know and analyze the financial position of the company (Lunt, 2009). This assignment prepared for describing the basic concepts of cost accounting and accounting fundamentals like nature, cost behavior, features, purpose, methods and techniques of cost accounting. So, we get results to analyze the financial statement and solving the business problems (Lunt, 2009). This assignment is based on the task and the last task defines the revenue and capital expenditures and it’s different. 

 


















[bookmark: _Toc14791292]LO1. Fundamental Accounting Concepts
Cost Accounting 

Each and every company has their own mission and particular goals for becoming successful. They cannot meet the objective of the company without a proper budgeting. Business owner raised the funds or increased the return on investment for short and long terms, so they expand the business (Horngren, 2009). It is helpful for cost accounting. Process of cost accounting requires assessing, classifying and allocate the cost for specific operations of the business. The most basic steps for evaluating the cost accounting methods for analyzing the cost structure of company (Horngren, 2009). It included in preparing a financial statement and assessed a company process and also operates the business and also helpful for understanding by owner, where the money and investment is going on. Some basic features of cost accounting are as follows:
· It is process for accumulation of cost of the product.
· It collects information about revenue and expenses for product and services.
· It also provides statistical data based on future estimation and submit the quotation.
· It is very useful for cost ascertainment and control the cost.
· They also maintain standard for comparison with actual for finding the variation. 
Cost Accounting Nature 
Cost accounting considered with ascertainment cost and control. It provide information to management for helpful to control the cost and cost reduction through various functions are planning, decision, making and controlling (Lunt, 2009). Mostly, it related to the ascertainment of cost and present in the format to find the cost of the product. Large scale organization wide scope and provide information for controlling the cost and reduce the product cost, they assume the cost of the product. At the beginning, cost accounting is mostly used in manufacturing firm but at present it used in service organization, government organization, local authorities and extractive industries (Graves, 1971).
                                  When they prepare an interim financial statement, it helps to effectively control the stock. Budgetary control and standard control are helpful to control the cost of the production.  It also provides information and data for formulation of new policies for future. It’s also disclosed the efficiency of workers and also helps to fix the wages of workers. 
Behavior of Cost
It is the study how the behavior of cost changes in business. Cost behavior play crucial role for manager so they control the cost effectively. Firstly they analyze the cost understanding and measure the basic activities of business. In financial terms activity levels are measured and sales in dollars, miles, etc. It is correlated with the variation in costs. With the help of activity index identifies the activities that may cause in the behavior of costs. It allows the company manager to take decision for cost control. There are three kinds of costs: variable, fixed and mixed costs. 

Fixed Cost: The cost of the product remains fixed for certain level of production. The cost of the product does not change in the output or sales revenue, it remained fixed of the volume output is called fixed cost of the product. Fixed cost is considered as short term cost, it varies over the time and any cost is not fixed for long period. Administrative cost, managerial staff, depreciation of land, building and fixed assets, maintenance, etc are included into fixed cost. When the company cannot produce a single unit of product, at that time fixed cost is incurred. 
[image: Image result for Fixed cost]
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[bookmark: _Toc14791207][bookmark: _Toc14791293]Variable Cost: The price is proportionately considered with level of output. It increased with enhancing the production and the total output is decreased in contracts (Dalla Via, 2014). Cost which varies from sum of output is known as variable cost. Commonly variable cost is raw materials, labor and commission; entire inputs vary from the total production level. 

[image: Image result for variable cost]
[bookmark: _Toc13671783][bookmark: _Toc13671826][bookmark: _Toc14791208][bookmark: _Toc14791294]Mixed Costs: Some example of mixed cost is transportation cost, insurance fees, motor oil and consumables (Dalla Via, 2014). Some rates are fixed components and other is variables components. It not useful for managerial purpose of accounting, so they should divided into fixed and variable components. 

Purpose of cost accounting
· It provides accurate data and information related to the cost of the production.
· It helps to determine the cost of the product.
· Company also discloses the profits of the products, their areas and activity levels.
· They maintain a budget related to the function of the product.
· It also useful for controlling the manufacturing variance.
· It provides accurate information or data to financial accountant of the company.





Methods of Cost Accounting

· Job Costing: It means a particular methodology accounting used for tracking the expense for developing new product. The certain projects like construction requires various operations, accountant used techniques for track the expense of particular job for collecting information for analysis and tax point of view (Brown, 2003). Direct labor, direct materials and overheads are included under the job costing forms. Finally when the job was completed then they transfer to the finished goods account of the company. This method is used by industries for manufacturing the products. 
· Contract Costing: Both costing followed the same principles. When the company has big order it is known as contract costing and a small order is known as job costing (Brown, 2003). It is calledx terminal account because when the contract completed the account is terminated or closed. Road making, dams, bridge construction are the example of contact costing.

· Batch Costing: This costing takes homogeneous products into cost units. Specific numbers of products, units or articles are considered as batch costing. Batch are varies from each other (Brown, 2003).  It is used to explain cost per units. The procedure of batch costing is very simple than the job costing. 

· Process Costing: It is a method used for assigning the production costs where the cost of particular units is produced is assumed same for Each and every unit. Commonly used in business when goods are produced in mass (Brown, 2003). Hybrid costing system is used for production process for combination of components of mass production and customization. 

· Service Costing: It used for services and functions. It also refer as service centers, departments and functions. It also known as operating costing used for cost for services rendered and no items for produced (Brown, 2003). It is mostly used in service organization such as transport, hotels, college and power generation. 



Techniques of Cost Accounting

· Marginal Costing: The fixed cost is not change it remain same, when the production levels will increase or decrease. The variable cost is changed in ratio with the variation in the quantity of production (Graves, 1971). They only considered the variable cost to find the marginal costs. 
· Uniform Costing: It is not a specific method of costing. It is the same method used for costing system for produce cost data with maximum comparability. It is developed by control the cost which secured by firm through mutual comparison of both (Brown, 2003). 

· Direct Costing: The cost directly related to the production of specific product and services. This cost is directly related to the variable cost and often any amount fluctuation. 
· Historical Costing: When the company acquires the assets at that time the actual cost incurred is considered as historical cost. When the actual cost is incurred in production after that they ascertain the cost is known as historical cost. 
[bookmark: _Toc14791295]
LO2. Principle of Accounting
Some most important principle of accounting. Accountant follows all the principles for maintaining the books of accounts which shows the financial position of the business.  
[image: Image result for Principles of Accounting]
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Revenue Expenditure
It is defined as the expenditure for items which are helpful for day to day running expenses of business (Brief, 1995). This expenditure is mostly used in less than one accounting period. It raises the profits of business. It comes under the trading and profit and loss accounts as the reduction to profits. It is known as expenditure which is incurred for maintaining the productivity and earning capacity of business and also incurred for carrying out the activities of business. When the asset has been put in service then only the revenue expenditure takes place. They are refers to as the costs that are related to revenue transactions like cost of goods sold or maintenance and repairs expense (Brief, 1995). 

Capital Expenditure
Capital expenditure referred to as the finance which is spent for the purchase of fixed assets like building, equipment, machinery, land etc (Brief, 1995). That is expected for more than one year. It yields benefits beyond current accounting period.  For purchasing, improving or maintaining long term assets the company makes the use of funds.   It is also known as CapEx or expenses of capital.  This expenditure is incurred on long term programmes. In capital stock of economy the capital expenditure is added and it increases the ability of producing more in future. The term is for long term and it is non- recurring in nature (Brief, 1995). The objective of this is to evaluate the opportunities of investment using the net present value approach.










Capital V/S Revenue Expenditure

	                 Revenue expenditure 

	                     Capital expenditure

	· The time period is only for one year. 
	· The time period is more than one year.


	· It has sub categories like direct expenses or indirect expenses.
	· It has no sub categories. 

	· It is shown in Profit and Loss statement.
	· It’s shown in balance sheet. 

	· It has nature of recurring.

	·  It has nature of non-recurring.

	· Earning capacity is maintained by Revenue expenditure. 

	· The earning capacity of business is increased. 
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Accounting fundamentals are key elements for run to successful business. In this report, we conclude that the growth of any business environment required a systematic process for maintaining their record of transaction. The management of accounting fundamentals increased the efficiency and represents the capacity of business how long run the business will be continues. Every successful business needs to understand all the function for accounting, methods and principles for their real environment. This report helps us to identify the basic hurdles and their solutions for betterment of business. 
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