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[bookmark: _Toc39854148]Task 1. Differentiate between revenue expenditure and capital expenditure with reference to International Accounting Standards.

Revenue expenditure refer to a money spend for non-lasting items or for short term used in business that will last only for one financial year. Examples of what Revenue expenditure includes is insurance, wages and salaries, rent, bills and more (Printing World, 2004).
Capital expenditure cover this items which are permanent or will last at least more than one financial year. The purpose of this items for examples computers, equipment, car, offices and more to is earning profit and developing a business. In accounting they are also known as assets which are adding value to the capital of the business (Printing World, 2004). 
[bookmark: _GoBack]There is important differences in both expenditures as the capital expenditures must recover the cost every year depreciation of the useful life of the assets and it is not allow to subtract a full cost of them in the year that expense is incurred. The purpose of capital expenditures is commonly to expand a company's ability to generate earnings (Newstex Finance & Accounting Blogs, 2015). Opposite to capital expenditures is revenue expenses which is allow to be fully tax-deducted in the same year the expenses occur it is include the ordinary repair and maintenance costs that are necessary to keep the asset in working order without substantially improving or extending the useful life of the asset (Newstex Finance & Accounting Blogs, 2015).
Revenue expenditures are more commonly for the purpose of maintaining a company's ability to operate. Capital expenditures are the assets of company and it appear in balance sheet, while the revenue expenses are described as a liabilities (Newstex Finance & Accounting Blogs, 2015).



[bookmark: _Toc39854149]Task 2. A) Purpose of cost and management accounting what are the specific characteristics, similarities and differences between management and cost accounting?  

Despite the presence of overlapping topics, cost accounting and managerial accounting are two different branches having different study focus (Accounting Verse, 2020).
Cost accounting is defined as "a systematic set of procedures for recording and reporting measurements of the cost of manufacturing goods and performing services in the aggregate and in detail. It includes methods for recognizing, classifying, allocating, aggregating and reporting such costs and comparing them with standard costs." (IMA) (Accounting Verse, 2020).
Cost accounting focuses on the accumulation of costs incurred and allocating or assigning such costs to products or departments (Accounting Verse, 2020).
[bookmark: _Toc39854150]Management accounting
Managerial accounting "involves partnering in management decision-making, devising planning and performance management systems, and providing expertise in financial reporting and control to assist management in the formulation and implementation of an organization’s strategy." (IMA) (Accounting Verse, 2020).
In short this is a process of identification, measurement, accumulation, analysis, preparation, interpretation, and communication of financial information, which is used by management to plan, evaluate, and control within an organization (Accounting Verse, 2020).
[bookmark: _Toc39854151]Difference between Cost Accounting and Management Accounting
Even if this two types of accounting are connected there is still a difference between them. Cost accounting has for main function to allocate and accumulate the cost to determine the cost value. Management accounting is giving information including the cost information to support the decision-making process for the management members (Accounting Verse, 2020).

[bookmark: _Toc39854152]B) How are both concepts and practices linked to and used to develop the short and long-term strategies of organizations 

[bookmark: _Toc39854153] Cost Accounting
Cost accounting is a form of managerial accounting that aims to capture a company's total cost of production by assessing the variable costs of each step of production as well as fixed costs, such as a lease expense (Alicia Tuovila, 2020).
[image: ]
[bookmark: _Toc39854128]Figure 1 (Michael Brown, 2020)
[bookmark: _Toc39854154]Management accounting 
Management accounting includes cost accounting which is the application of costing principles, methods and techniques to cost control for the purposes of managerial decision making (Alicia Tuovila, 2020).
Apparently the link between cost accounting and management accounting is that they are supporting one another by simply using the main technics that they are providing. The work of one organization would not be successful if one of the departments is missing and if they are not working together. Because cost accounting is part of helping management to make decision about company and for management accounting this is the main purpose. Even though the cost accounting is focused only at cost of products, services and more by analysing that part management accounting have possibilities to control company and make future plans.

[bookmark: _Toc39854155]
Task 3. Management accountants often have responsibility for different business centers which often includes its cost center, revenue centers, profit centers and investment centers. 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 centers  

[bookmark: _Toc39854156]Profit Center
A profit center is one of responsibility centers, which is in charge of revenues and profits or losses. The management carefully observes the progress of profit centers, since these entities are the leading factors for the final results. Management usually used profit center as a tool to make a decision which part of a business needs improving, which part if doing fine and which part need to be closed permanently (AccountingTools, 2020).
[bookmark: _Toc39854157]A Profit Center Example
As an example Microsoft Company have range of products like video games consoles but the big profit is coming from Windows operating system and Microsoft Office software used by everyone in the word actually. So is the company wants to produce new products and ventures it is depends of the profit from these software products. As Microsoft prepared to launch the original Xbox console back in 2001, the company depended on its software sales as it invested in game development and the production of hundreds of thousands of consoles. The role of profit center is to ensure that the company will stay afloat as it will poured money into new investment. So the profit center of Microsoft decided that this investment is worth it and will be good for the company future and the risk now is paid off. This Xbox is hit ever since the launching but the main factor is that even if this project turn bad the Microsoft Company still would have profit to survive because of the profit center analyzation (Kennon, 2019).

[bookmark: _Toc39854158]Investment Centers and Profit Centers
Similar to profit center is an investment center which responsibilities are to evaluated the overall profit in company. Whereas a profit center simply measures the overall contribution of a division’s profitability to the parent corporation, an investment center measures all uses of capital against a theoretical required rate of return (Kennon, 2019).
[bookmark: _Toc39854159]Investment Center
An investment center is a part of a business organization which is responsible for assets, expenses and revenue of his own department and the financial results are coming from this three main factors. It is considered to be any aspect of a business that can be segregated for reporting purposes as a separate operating entity, usually in the form of a division or subsidiary (AccountingTools, 2019). This center normally has own financial statement with balance sheet and income statement. The concept of investment center is based for larger investment by a business unit in fixed assets and/or working capital and it is most useful in this situation (AccountingTools, 2019).
Apparently can be easily manipulated by managers who have idea and experience how to skip the accounting rules. For instance they could increase by simply modifying depreciation rates the estimated return on invested capital (Kennon, 2019). So the investment center has e big responsibilities to be careful with all the lets say misunderstandings or fraud that managers can do to attract.

[bookmark: _Toc39854160]Task 4. Discuss the differences between management and financial accounting 

[bookmark: _Toc39854161]Definition of Financial Accounting
Financial accounting has a purpose to prepare a financial report which will serve to the external stakeholders like lenders, stockholders and more. All reports should be following the generally accepted accounting principles, known as GAAP or US GAAP (Harold Averkamp, 2020).
[bookmark: _Toc39854162]Definition of Managerial Accounting
Management accounting is mainly focused on helping management to run the organization correctly. The parts of their activities are profit planning, capital budgeting, supporting financial decisions and calculating the costs of existing products in order to value the company's inventory and to determine the cost of goods (Harold Averkamp, 2020).
The difference between financial and management accounting is that people who have been trained in financial accounting have a “Certified Public Accountant” designation, while those with a “Certified Management Accountant” designation are trained in managerial accounting (Harold Averkamp, 2020).
 
A few more categories has shown the differences between financial and management accounting:

THE SYSTEMS 
Financial accounting is concerned only for generating a profit and not for the whole company work system.
Managerial accounting is looking at every issue the company has or may have and come up with solutions that will help to increase the profit
REPORTING FOCUS

Financial accounting is focused on creating financial statements to be shared internal and external stakeholders. 
Managerial accounting focuses on operational reporting to be shared within a company only.
AGGREGATION

Financial accounting looks at the entire business while managerial accounting reports at a more detailed level. 
Managerial accounting is focused on detailed reports such as profits by product, product line, customer and geographic region.

EFFICIENCY

Financial accounting reported a profitability and efficiency business.
Managerial accounting reports on what caused the problem and how to fix that problem.

TIMING

Financial statements are due at the end of an accounting period. 

Managerial reports may be issued more frequently, to provide managers with relevant information they can act on immediately.

PROVEN INFORMATION

Considerable precision is needed to prove that financial records are correct. Financial accounting relies on this accurate data for reporting. 
Managerial accounting frequently deals with estimates opposed to proven facts.
STANDARDS

Financial accounting must follow various accounting standards.
Managerial accounting is only for internal consumption there is no set of standards to compile that information.
TIME PERIOD

Financial accounting is historically focused and basically looks at the past to examine financial results that have already been achieved.
 Managerial accounting is focused only to look at the future with forecasting.

VALUATION

Financial accounting is concerned with knowing the proper value of a company’s assets and liabilities. 
Managerial accounting is only concerned with the value these items have on a company’s productivity.
[bookmark: _Toc39850854][bookmark: _Toc39854137]  Table 1 (Fresh Books, 2020)
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