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TASK 1 – Differentiate between revenue expenditure and capital expenditure with reference to International Accounting Standards;

The expenditure is a payment in the same accounting period as the amount becomes an expense. There are two types of expenditure in accounting – Capital and Revenue Expenditures. The difference between them is the length of the usage of the purchase. For instance, if it is long-term purchase or short-term purchase. The capital expenditures are generally one-off purchase of fixed assets and the goods will be bringing to the company a longer period revenue. However, the revenue expenditures are related to the constant operating expenses. (Maverick, 2019)
An example of capital expenditure could be the purchase of new machinery, facilities or equipment or even properties. Such assets provide generated income for particular company throughout years. However, the business cannot take the total cost for this expense at the same year. The cost essentially should be recovered though each year’s depreciation over the whole useful life of the goods. (Maverick, 2019)
An example for revenue expenditure could be monthly salaries, regular maintaining equipment services, repairs or renewals of the company’s assets, etc. Comparing to capital expenditures, the revenue expenditures can be completely tax-subtracted in the exact year when the costs had occurred. (Maverick, 2019)
Capital expenditures are naturally a higher amount than the revenue expenditures. Nevertheless, there are exclusions when bulky acquisitions are disbursed in short period. However, the revenue expenditures are characteristically a large in revenues for the company. (Maverick, 2019)




……………………………………………………………………………




TASK 2 – a) 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? 
The subject ‘Cost and Management Accounting’ plays vital role for optimal utilisation of current capitals. As an essential discipline for corporate management, cost and management accounting techniques help management to resolve explicit problems and guides them in decision making. (Drury, 1992)
Cost accounting has countless definitions according to the accounting scholars. Referring to the Chartered Institute of Management Accounting (C.I.M.A), one of the meanings of cost accounting is “the amount of expenditure (actual or notional) incurred on, or attributable to a specified thing or activity”. To simplify, this is the financial data of a firm, communicated between management for evaluating, planning, controlling the performance of the particular department. This information is used by management for guiding them when making decisions. Dissimilar costs may be established for other purposes comparing to the circumstances. 
Management accounting is the link between management and accounting. Therefore, all information that is useful to management or requires a decision making is a subject of management accounting. The management accounting relates to the data for internal users only from the financial and cost accounting system. One of the essential objectives of management accounting is to back up management team in their duties and assist them in maximizing the company’s profitability. For instance, management accounting is involved in selling, producing, research, finance and distribution. (Drury, 1992)
There are 2 types of organization that involve the above accounting studies – manufacturing and service organizations. For the manufacturing organization the type of cost is basic manufacturing cost, standard costing, process costing, job costing. However, for the service organizations the costs are only standard costing and job costing. (Drury, 1992)
According to ‘’Cost and Management Accounting – Study journal by the institute of company secretaries of India’’ in order to be successful, managers need to know the cost of suppling the services and making the products. Costs are described depending on their purpose. There are costs defined by type, function and nature. The data bellow describes each type in more detail:



· Cost classification by type:

Direct cost contains all direct materials that are used for creating the products, direct wages that are paid to producers and direct expenses that occurs on the product during production period.
Indirect cost cannot be recognised with any specific product. For instance, indirect cost can be pay rates, Supervisor’s salaries or consumable materials. 
Whether a cost is direct or indirect will depend on manager’s analysis. 
Fixed cost is the cost that stays unchanged and keeps remaining the same in the activity level. 
Variable cost tends to change in subject of the proportion of changes at the activity level. Direct costs are always variable costs. 

· Cost classification by nature – for management one essential concept is the ability to identify the nature of the incurred costs. These costs could be such as: material, labour and expenses. On the other hand, this classification can be subdivided into a smaller classification of each nature. For example, the materials can be divided into raw materials, maintenance materials, etc. 

· Cost classification by function: 

Production cost occurs from the receiving the raw materials to completing the product.  
Selling cost occurs when the finished product can be advertised on the market depending on the demand. 
Distribution cost occurs when the completed product is received by the production department and are ready to be shipped with the consumers;
Administration cost helps managing the organization and it is not specifically related to the other functions. 

Product cost is related to goods that are purchased for reselling; however, the period cost is related to those cost that cannot be acknowledged with a exact product. For example, period costs are the administration, selling and distribution costs. Therefore, the product cost is the production cost as is it directly related to manufacturing organization. In conclusion the product costs are manufacturing cost and the period costs are non-manufacturing costs. 

………………………………………………………………………………………….


[bookmark: _GoBack]b) How are both concepts and practices linked to and used to develop the short and long-term strategies of organizations?
Both accounting studies – cost and management are internal to the business. From the information above we understood that both accounting’s aims are related, and both are supporting management team in their common roles like taking decision, planning budget and controlling the company’s expenses. (Collis and Hussey, 1999) Cost accounting and management accounting are covering each other’s functions, but they can distinguish on the factors bellow:
	Cost Accounting
	Management Accounting

	The cost accounting provides support to management for controlling and making decisions related to the profitability of the company.
	Management accounting provides important data to help management of how to effectively organise and plan their strategies.

	Usage of quantitative cost data
	Usage of quantitative and qualitive cost data

	Primary role is the determination of cost and cost control
	Primary role is the efficiency of performance 

	The cost accounting success does not hinge on concept of management accounting
	Management accounting’s success relies on cost accounting 

	The base of cost accounting is related to financial accounting.
	The base of management accounting is related to cost and financial accounting.

	The cost related information is extremely restricted only to cost accounting.
	Management accounting is allowed to use information from cost accounting.

	Legal audits are essential in cost accounting
	No legal obligation of audit for management accounting

	Usage of historical information can provide future cost-related decisions
	Usage of historical data can provide help for future decision-making.

	Cost accounting reports are valuable and beneficial to stakeholders, shareholders, creditors and managers.
	Management accounting reports are entirely intended for the management.


(Table created by Dimitrina Petrova, based on Collis and Hussey, 1999 book)

……………………………………………………………………………..
TASK 3 – 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.
In this task I will emphasize on the cost centre and the investments centre.
Cost centres refer to those departments of the company which does not contribute in the generation of the organization’s revenue. However, the cost centres are operating though departments that occurred expenses for the company. (Tuovila, 2019) 
The responsibility of the managers of this department rotates around an organisation’s internal budgeting and accounting. Simplified, this department is responsible for planning and controlling a company’s expenses, known as responsibility centres. Usually, this type of accounting involves preparation of annual or monthly budget for each department within the organization. Therefore, all transactions of the company are confidentially classified into reports. And each report provides information and feedback of each department’s performance. (Tuovila, 2019)
Investments centre is a company’s division that directly contributes with the organization’s profitability by utilizing the capital. The responsibility of the investment centre is to control its own revenue, assets and expenses. For example, an investment centre could be financing of car manufacturer or department store. The importance of investment centres plays a vital role in companies that seek for revenues from investing in core production. (Tuovila, 2019).
An investment centre is different from a cost centre. The cost centre does not afford to the business turnover; however, it is appraised respecting the cost it tolerates to run its procedures. Besides, in differentiation to the profit centre, investment centres can operate funds to obtain more assets. (Tuovila, 2019).


………………………….………………………………………………….

TASK 4 – Discuss the differences between management and financial accounting
Accounting discipline includes two very important branches financial accounting and management accounting. In this task I will demonstrate what is the difference between financial and managerial accounting. (Drury, 1992)
The main objectives of Management accounting are related to the internal use of the company. These are the procedures that every business manager should follow in terms of collecting information when setting up targets, for decision making or planning and also to ensure that the company’s resources are directed efficiently. (Drury, 1992)
The main objectives of financial accounting are related as for internal use of the company and external use of the company. This accounting practice is created to reveal every company’s performance and its economic health. Thus, the financial accounting is shaped for creditors and investors. 
Dissimilar, financial accounting reports are controlled strictly, and more particularly three statements – cash flow, balance and income statements. When this information is published, every organization must be very cautious regarding their figures of the report. Therefore, the investors and creditors can compare the company judging its financial reports. To ensure its external data movements every organization should release its financial statement regularly and consistently. 
Both accounting studies are comparable because both can impact the business as providing information external and internal use. However, management accounting has its roots from financial accounting can vary in certain circumstances:
	Financial Accounting
	Management Accounting

	Fully responsible for the business communication and actions for the business, emphasising on cash flow, balance sheet and profit and loss accounts.
	Tracks the effect of the business communication, emphasising on operational cost, products, inventory, jobs and processes. 

	Reports the company’s results to creditors, owners, investors or Government.
	Generates information for internal use of management that can reflect on the real or predicted position of the company.

	Analyses and keeps records of events that took place in the past. (Historical)
	Analyses events that take place at the present or future.

	Reports year-to-year.
	Reports week-to-date, moth-to-date, quarter-to-date.

	The financial accounting content must be tolerated by the Government. 
	Management accounting has no legal constants. 

	Contains only monetary data.
	Contains also monetary and non-monetary data (number of employees, quantity of production and consumption)

	Must be published and audited.
	Only for internal use, not published or audited.


(Table created by Dimitrina Petrova, based on Drury, 1999 book)
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