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[bookmark: _Toc49071899]Introduction
Collection of data and its analysis as per the accounting standard under IAS is generally followed by the organisations now days with a concept of reducing the issue of misstatement and eliminate materialistic financial overview. Financial reports are widely used by the internal and external stakeholders for determining the company’s capital structure and its revenue generation capacity that enable shareholders in making investment decision. Hence management of accounting by application of coating technique are necessary. The report is thus highlighting the difference between financial accounting and management accounting and its importance in managing financial related issues of particular organisation. 
[bookmark: _Toc49071732][bookmark: _Toc49071900]Task 1
[bookmark: _Toc49071733][bookmark: _Toc49071901]Distinction between capital expenditure and revenue expenditure
“Capital expenditures” indicates fixed assets that are anticipated to be productive assets for a lengthy time (Chen and Chang, 2019). “Revenue expenditure” considers costs which are related to a particular operating period or transactions of revenue income (Financialexpress, 2018). As per “International Accounting Standards” (IAS) “capital expenditure” generates benefits in multiple accounting periods whereas, “revenue expenditure” reflects on “income statement” as expenses to generate benefit in a single period (Morais, 2020). 

	“Particulars”
	“Capital Expenditure”
	“Revenue Expenditure”

	Essence 
	“Capital Expenditure” is sustain for the erection or acquisition of “fixed assets”
	“Revenue Expenditure” is sustain for daily operations of business 

	Measurements
	“Capital Expenditure” is sustained by the business with the motive of increasing the capacity of earning. 
	“Revenue Expenditure” is sustained by the business for maintaining earning capacity for balancing assets and net income in an effective working sequence. 

	Benefits
	“Capital Expenditure” carries both risks and benefits. Investing in capital expenditure can benefit business efficiencies. It can also allow business to gain an aggressive edge. 
	“Revenue Expenditure” are those expenditures which generate benefits across a single time period suchlike acquired cost of products deliberated for sale. It includes operational costs for running business as well as maintaining costs of expenses. 

	Depreciation
	In “capital expenditure” depreciation is charged on every year. 
	Depreciations are not charged on “revenue expenditures”.

	“Profit & Loss”
	“Capital Expenditure” don’t reflect on “Trading or P/L Account” 
	All “revenue expenditures” are reflected on “Trading or P/L Account” to identify profit earned and loss abide by business as well as ascertain net profit for the assessment year. 


	“Balance Sheet”
	“Capital Expenditure” comes under “fixed assets” in “balance sheet”. 
	“Revenue expenditure” is not reflected on the “balance sheet”. It is only recorded in “Profit & Loss” Statement. 


Table 1: Distinction between capital expenditure and revenue expenditure
(Source: Created by the researcher)
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[bookmark: _Toc49071735][bookmark: _Toc49071903]Nature, purpose of management and cost accounting and characteristics
The nature of “cost accounting” ensures cost-effectiveness by calculating, analysing, assessing, and accumulating overall expenses sustain on a project, process or product (Loft, 2020). This helps business in incorporating strategic planning, decision on improving efficiency of cost and cost controlling. Thepurpose of “cost accounting” is to fix both fixed and variable costs of production to manage revenue income of an organisation by introducing better efficiencies, budget accurately and financial decisions (Datar and Rajan, 2018). This helps business in designing a clear vision as well as long-term future plan. The characteristics of “cost accounting” shows:
· Comparability - It is a process that provides figures and facts essential for assessing performance by comparing with past figures or figures of other business concerns (Neel, 2017). It is important as it helps management to decide costs actually contributing to making profit. 
· Flexibility - “Cost accounting” system is designed by business in such a process which is flexible to operate and can change accordingly with the fast changing circumstances. According to Kim (2016), it is important as it helps to understand whether a company is able to obtain more profit than its total incurred cost. 
· Cost efficiency - Cost efficiency helps to measure ratio of observed cost to minimum cost incurred in business (Dunant et al., 2019). It is a state in which methods and input are used to generate service or product that results in maximum attainable outcomes. It is important as it helps to achieve business objectives with lower resources and expenditures. 
Managerial accounting is utilised by an internal management team that makes it distinct from financial accounting. The nature of “managerial accounting” is to operate statistical data and undertake accurate decisions for an organisation to control its operations as well as develop business activities (Weygandt et al., 2018). The purpose of a “management accounting” is to process accounting and reporting that provides statistical and financial data timely to the management team to undertake decision making for short-term and long-term investments. It intends to increase the organisation's operational efficiency of business and helps in maximizing revenue income. The characteristics of “management accounting” shows:
· Selective Nature - “Management accounting” selects qualitative information to construct operational decisions (Matiukha and Rovnyagin, 2020). It describes a method of providing resources and financial information to the management team within an organisation to undertake rightful decisions. 
· More Emphasis on Future - “Management accounting” provides detailed statistics regarding operations of product lining and operational activities. It arranges factors of production, cost per production and amalgamate resources in an effective manner to obtain goals. It analyses several operational metrics respectively to translate data into functional statistics that managers can grasp to use analytical decisions. 
· Trend Analysis - This process involves the comparison of various business organisations belonging from the same industry. Business is able to identify the modern and innovative ideas as well as modern trends for enhancing its performance and productivity (Cokins, 2016). This process also helps in identifying the different strong and weak points of the business organisation.
[bookmark: _Toc49071736][bookmark: _Toc49071904]Similarities and distinction between cost and management accounting
Similarities: 
	Basis
	“Cost Accounting”
	“Management Accounting”

	Process
	“Cost Accounting” uses similar techniques and procedures of accounting to sustain financial growth and maintain cost flow of business. 
	“Management Accounting” uses similar techniques and methods of accounting to increase production efficiency. 

	Methods
	“Cost Accounting” strives to contribute relevant and accurate data, information to assist strategic planning to improve cost and operational performance of business.
	“Management Accounting” strives to contribute relevant and accurate data, information to assist strategic planning to improve decision-making processes and operational performance of business.

	Dealings
	“Cost Accounting” deals with both business and economic events to track cost flow and large trends to drive resources as well as regulate fiscal policies. 
	“Management Accounting” deals with both business and economic events to track cash flow, budgeting and large trends to drive resources, plan for future investments as well as regulate fiscal policies. 


	Information type
	Utilise quantitative cost details to measure monetary values. 
	Utilise both quantitative and qualitative data to determine return on investments, figure of sales, employee’s morale and profitability. 


Table 2: Similarities between cost and management accounting
(Source: Created by the researcher)
Difference:
	Basis
	“Cost Accounting”
	“Management Accounting”

	Meaning
	The classification of analyse, summarising and recording cost data to manage business cost is called “cost accounting”. 
	The accounting in which both non-financial and financial information are contributed to managers to balance operational costs by making strategic decisions is called “management accounting”. 

	Information type
	Quantitative.
	Both quantitative and qualitative.  

	Objectives
	Determine cost per production. 
	Provides information to business managers to forecast strategies and set goals. 

	Scope
	Concerned with allocation, accounting, distribution and ascertainment features of cost. 
	Effect and impart feature of cost. 

	Recording
	Records present and past data to measure cost value and original cost obtained by the business.
	Mainly focuses on analysing future projects for achieving long-term objectives. 

	Planning
	Short-term planning to achieve overall closer time frame goals. 
	Both focus on long and short-term planning to effectively perform and prepare the budget. 


Table 3: Distinction between cost and management accounting
(Source: Created by the researcher)
[bookmark: _Toc49071737][bookmark: _Toc49071905]Concept and practices associated and used in development of long and short-term strategies of organisations
“Cost Accounting” is associated with short-term strategies to measure system of operations and cost structure. Short-term strategies are a feasible process that deals with account details, product distribution, promotions and price which is managed over short-period. It is used in development of short-term strategies by improving product quality, pricing strategies, cost per production and equipment of production to increase efficiency (Baumgartner and Rauter, 2017According to Bui and De Villiers, (2017), it is used in development of short-term strategies to impose abnormal situations in business by maintaining cost of production. In long-term strategies it helps in developing strategic planning to determine economic and social trends that impact the ability of the business to produce value over time. 
[bookmark: _Toc49071738][bookmark: _Toc49071906]Task 3
[bookmark: _Toc49071739][bookmark: _Toc49071907]Discussing responsibilities of management accounting and developing management as well as cost process
The responsibilities of “management accounting” shows: 
· Cost center - Cost center is a department within the business who manage total cost incurred. The responsibilities of management while managing business activities in the cost center is to track investments and revenue decisions to implement various management accounting systems to generate different relevant data and reports for identifying the current performance and condition of the business organisation (OKTARIANI et al., 2018). It helps management to develop resources in better ways by analysing expenditures related with particular transactions. The role of cost center in developing management processes includes concurring upcoming year annual cost and expenses to manage profit ratio. It also develops cost processes by allowing the management team to measure control costs and budgets to improve productivity as well as operations. 
· Revenue center - It is a process that obtains revenue income from selling products and services. The main responsibilities of management while managing business activities in the revenue center is to generate maximum revenue by increasing the sales process and reducing operating cost (Weissman et al., 2017). The management uses effective pricing and marketing strategies to increase revenue earning of business sustain growth. The management controls issues lying regarding sales and product generation process. The role of revenue center in developing management processes is in terms of improving investments return and productivity as well as decreasing average “operating assets” to increase profitability (Morozov et al., 2017). It helps management to develop by recording costs incurred on operational expenses. It assists to identify what business is able to earn than its total costs by developing strategic revenue planning. 
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[bookmark: _Toc49071741][bookmark: _Toc49071909]Discussing distinction between financial and management accounting
Financial accounting is the method of preparing a financial statement that businesses use to identify financial progress, performance, position, revenue earning and risks including, suppliers, creditors, customers and investors 
	“Particulars”
	“Financial Accounting”
	“Management Accounting”

	Systems
	The main motive of “financial accounting” is to produce profit and maximize revenue income to increase business operations. 
	“Management accounting” focuses on bottleneck operations and inspect different ways of enhancing profit by abolishing issues of bottleneck to sustain business growth. 

	Reporting Focus
	It is mainly focused on generating financial reporting which can be shared with external and internal stakeholders as well as with the general public to maximize revenue income. 
	“Management accounting” focuses on creating operational statements which are shared within the business to increase profit earning. 

	Aggregation
	“Financial accounting” focuses on entire business operations, expenses, income and losses identified as well as rectify to increase financial growth. 
	“Management accounting” focuses on comprehensive reports such as products generated by sale of product, customer and geographic areas as well as product line to improve business performance. 

	Efficiency
	A profitable statement and efficiency of business are reported on “financial accounting”. 
	“Management accounting” identifies the issue causing problems in business and produces solutions to fix problems to run business efficiently. 

	Timing
	It is due at the end of the financial period. 
	It is issued more often, to provide to management teams with appropriate information which they can immediately act on to improve business activities. 

	Proven Information
	Considerable accuracy is required to prove that financial reporting records are correct as they identify net income of business, profit earnings ratio and debt lying on business to increase revenue income. 
	“Management accounting” often deals with approximations contrasting to proven facts. 

	Time Period
	“Financial accounting” focuses on past entries to analyse financial results which have already been sustained to enable stakeholder’s details as well as profit income. 
	“Management accounting” focuses on the future on forecasting in order to undertake decisions in a timely manner to gather information quickly. 

	Valuation
	It is concerned to know the proper value of liabilities and assets of the business to increase assets valuation and reduce debt to sustain profit. 
	It is only concerned about knowing productivity of business to achieve goals by increasing income and reducing operations expenses. 


Table 4: Discussing distinction between financial and management accounting
(Source: Created by the researcher)
Conclusion
After analysing the report on the basis of management accounting, its importance in evaluating different cost centre that should be focused while preparing cost report have been concluded. With differentiation between management and financial accounting, different factors related to manufacturing activities that should be focused for optimising resources and maximising profitability or net profit has been observed. Costing method could be applied by the organisation for determining cost of each production that is increasing or decreasing on per productivity. The purpose of applying management accounting technique is to make a future based investment or production expenditure decision by minimising the wastage of resources.
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