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Assessment 2
[bookmark: _Toc40097663]Introduction
The following report is based on the understanding of the crucial and key aspects related to financial accounting as well as management accounting within an organisation. The report is segregated into 4 sections, where at first revenue and capital expenditure will be discussed, then the concepts related to cost accounting and management will be portrayed, after that responsibilities of management accounting shall be described and lastly, the difference between financial and management accounting will be highlighted.



[bookmark: _Toc40097664]Task 1
[bookmark: _Toc40097665]Differentiate between revenue expenditure and capital expenditure with reference to International Accounting Standards.
As per the International Accounting Standards, capital expenditure and revenue expenditure can be differentiated in the following manner-
	Basis
	Capital Expenditure
	Revenue Expenditure

	Timing
	The capital expenditures are seen to be charged for expense in a gradual manner by the help of depreciation for a long period of time.
	The revenue expenditure is generally seen to be charged for the expenses incurred in the current time period or for a short span of time (Bragg, 2020).

	Consumption
	The capital expenditure is assumed to get consumed over its useful life with respect to the fixed asset it is related to.
	The revenue expenditure is mostly assumed to get consumed within a very short span of time.

	Size
	Capital expenditure generally gets involved for larger monetary amounts. Expenditure is said to be capital only when it exceeds a certain amount (Muda & Naibaho, 2018).
	The revenue expenditures do not involve the use of large sums of money since there is a particular limit associated with capital expenditure and without the attainment of the limit; the expense is related to revenue expenditure. Moreover, large expenses could still at times be referred to as revenue expenditure, until they are directly related to revenue transactions or even period costs.





[bookmark: _Toc40097666]Task 2
a. [bookmark: _Toc40097667]What is the nature and purpose of cost and management accounting and what are the specific characteristics, similarities and differences between management and cost accounting?
Cost Accounting
Nature: Cost accounting is mainly associated with ascertaining and also controlling the costs of the business. The information that is provided by the cost accounting towards the management of the business is helpful at controlling and reducing cost by functions related to decision making, planning, controlling, etc.
Purpose: Serving a proper guide for fixing the price of goods, disclosing the source of waste in manufacturing operation, providing an effective system to materials and stores and also revealing the sources of economies within the production process of the company (Oboh & Ajibolade, 2017).
Characteristics: The process is simple and flexible in nature, provides assistance towards an effective wage and material control system and causes minimum changes to the business setup after its implementation. 
Management Accounting
Nature: Management Accounting mostly involves furnishing the data related to the accounts of the company to its management for taking effective business decisions. It also helps to improve the achieving and effectiveness of business goals.
Purpose: The primary purpose of management accounting is mainly to provide information related to the internal process of decision making by emphasising towards controlling and planning purposes. Also, the decisions that are taken by the managers generally tend to substantially rely on the management accounting information.
Characteristics: The process of management accounting involves some special characteristics such as an aspect of the decision-making process in the business, providing quantitative and qualitative information, understanding the discretionary activities in the company, and also being future-oriented.
Similarities between Cost and Management Accounting
Both management accounting and cost accounting helps the business for making informed decisions which allow the managers to be appropriately equipped in their control and management functions. The management accounting helps in making the budgets for the firm that determines the appropriate allocation of the available business resources and the cost management is seen to be dealing with the allocation of costs in different business operations (Cannon & Thornock, 2019). Hence the information derived from both the processes is used by the internal managers of the company for serving the managerial purposes of the business.
Differences between Cost and Management Accounting
	Cos Accounting
	Management Accounting

	The objective is to assist the management of the business for decision making and controlling cost.
	The objective is to provide all the required information related to the management of the firm by using processes like controlling, planning and also performance evaluation.

	This system is the quantitative cost data that are used with respect to monetary terms in the company
	It uses both quantitative and qualitative data as well as the data that cannot be measured in monetary terms

	Primary roles here is determining the cost of goods and services and controlling their cost
	The primary role here is to provide an effective and efficient performance of the business

	Mainly provides the future for cost-related decisions based on the information of historical costs
	Generally provides predictive and historical information for the purpose of future decision making for the company





b. [bookmark: _Toc40097668]How are both concepts and practices linked to and used to develop the short and long term strategies of organizations?
The Institute of Cost and Works Accountants, London defines the concept of cost accounting as, “The process of accounting for cost from the point at which expenditure incur or commit to the establishment of its ultimate relationship with cost centres and cost units.”
On the other hand, according to CIMA London, “Management accounting is the provision of information required by management for such purposes as the formulation of policies, planning and controlling the activities of the enterprise, decision-making on the alternative courses of action, disclosure to those external to the entity (shareholders and others), disclosure to employees and safeguarding of assets” (theintactone, 2018).
Both the concepts are highly linked together for the purpose of developing both long terms as well as short term strategies for the company. The functions served by both the practice are mainly directed towards taking appropriate decisions for the company so that it could survive in its operation sector for a long period of time. Firstly, both the methods use the process of planning that helps the managers to understand in what ways the decision must be taken for bringing betterment for the company. Also, since the purpose of both practices is controlling and reducing the expenditures of the business, planning serves as an important step that allows them to analyse which allocation of the resource must be done in what way to reduce and control the costs spent. Moreover, interpretation of the data collected by both the methods also serves as an important factor aiming to make appropriate strategies for the company's both long term and short growths (Henri et al., 2016). For instance, data interpretation helps at analysing where the company must do their investment and the payback period of which investment is favourable for the company. Also, strategies like organizing the structure of the company financially are also helped by the use of both cost and management accounting methods. The way to communicate and motivate the employees as well as understand the resources available for the company to enhance developing and expanding strategies are mostly analysed by the help of using both the concepts. Hence, it can be said that both cost and management accounting are interlinked with one another and the data from one practice helps in analysing the data of another and build business strategies for bringing improvement and effectiveness within the company for both long and short periods.

[bookmark: _Toc40097669]Task 3
[bookmark: _Toc40097670]Management accountants often have responsibility for different business centres which often includes its cost centre, revenue centres, profit centres and investment centres. Discuss the specific responsibilities of management accountants when they are managing the business activities and developing the management and cost processes of two of these centres. 
The management accountant within an organisation is observed to involve various roles and responsibilities in regards to the business centres. Some of the important responsibilities of a management accountant for the development of overall business and management processes are-
· Long term and Short term Business Planning: The management accountants are responsible for forecasting the future of the economic and business events so that appropriate measures could be ready such as strategic management accounting, formulating corporate strategy, etc.
· Developing Management Information System (MIS): The reports related to long-term as well as everyday decision-making process gets mostly forwarded to the management accounts so that corrective actions can be taken in the appropriate time (Pant, 2018).
· Control: The management accountant of the business is observed to analyse the accounts of the business and also prepare different reports, such as budgets, standard cost, performance evaluation, cash and fund flow analysis, etc.
There are also certain responsibilities of the management accountant with respect to the different business centres. Some of them have been highlighted below.
The responsibilities associated with cost centres-
· The management accountant related to the cost centres is seen to be fiscally responsible regarding the transactions that are charged in the centre. They are responsible to develop the overall annual cost centre budget in terms of the revenues and expenses of the future years with respect to their Vice President.
· The cost centre managers are also observed to be responsible for the purpose of appropriately coding the revenue and also expenses regarding accounting the documents which are present in detail within the chart of accounts. Moreover, the management accountants must also abide by all the procedures of procurements of the cost centres.
· The management accountant in terms of cost centres is also responsible for all the operations related to the department by the use of the fiscal allocation process within the cost centres. Such processes generally require following the written policies as well as the procedures in terms of exercising fiscal responsibility during spending the funds in the business (Kaplan, 2016).
· The cost centre managers are also responsible to keep the costs of the business in line regarding the budget of the business and also do not bear any kind of responsibility with respect to the investment or revenue decisions.
· The management accountants in such cases are also responsible for segmenting the expenses within the cost centres which allows them for better control as well as analysis of the total cost generated on the business.
The responsibilities associated with profit centres-
The profit centres are managed by the management accountant of a company which is a hard process since it requires a lot of hard work. As the management accountants are responsible for managing the entire division of the company and are also supposed to run their divisions as a separate business entity having minimum support from the main company, in such cases, they are responsible for solving all the literal issues of the company all by themselves (readyratios, 2019). Moreover, the profit centre managers are also held accountable for the various activities completed within the specific division of profit ascertainment. This generally implies that the managers are required to account for the revenues, profits, cost and also the losses related to the profit centre. Profit centres are more difficult to run than a cost centre by the management accountant of the business.



[bookmark: _Toc40097671]Task 4
[bookmark: _Toc40097672]Discuss the differences between management and financial accounting.
There are several differences between management accounting and the financial accounting process. Some of the important aspects of difference have been discussed below-
	Basis
	Management Accounting
	Financial Accounting

	Objective
	The primary objective, in this case, is mainly for providing the information to the management of the company for the purpose of controlling and planning as well as making appropriate decisions.
	The primary objective, in this case, is mainly for making the periodical reports related to the creditors, external parties and also shareholders of the firm.

	Time focus
	Here the emphasis is mainly given to the decisions that affect the future of the company
	Here the emphasis is mostly given to the past activities related to the finances of the firm

	GAAP
	This process might not follow the principles and rules associated with GAAP.
	This process has to compulsorily follow all the principles and rules associated with GAAP (Bradshaw et al., 2018).

	Audit
	In the process of management accounting, an audit is not considered as a mandatory process to be conducted by the management accountants of the firm
	An audit is considered to be mandatory and fundamental in the case of financial management for the external purpose of the company by the Chartered accountants

	Precision versus timeliness
	The process of management accounting mainly emphasises towards timeliness within the company
	The process of financial accounting mainly emphasises towards bringing precision within the business

	Formats
	In this case, the management of the company mainly decides all the information that shall be required by the company as well as using the most useful way of presenting such (Kaplan Financials, 2019).
	In this case, the content and format of the financial accounts mostly intends at providing a fair and true view in regards to following the standards of accounting as well as the laws of the company.

	Legal requirements
	There are no legal requirements in this case
	The limited companies are required to produce their financial accounts

	Nature of information
	Both financial as well as non-financial in nature
	Mainly financial in nature





[bookmark: _Toc40097673]Conclusion
Hence it can be concluded by saying that the overall report has made it clear how much management accounting is essential for the purpose of running a business in an appropriate manner. The aspects of cost accounting, as well as financial accounting, also serves to be highly important for the companies, when it comes to understanding the financial position of the business and controlling the cost produced in the company. Moreover from the above discussion, it is also understood that all the three processes are always interlinked with one another since all of them helps the management of the company to make appropriate business decisions as well as develop business strategies for the long and short term of the company.
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