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Executive summary
The term “accounting fundamentals” has a great impact on performance of an organisation. It not only affects the financial performance but also impacts on non-financial aspects of a business. Effective management of management and cost accounting helps in obtaining win to win situations by accurate planning, organisation and controlling operations. Besides this, it also affects positively on wealth of a company. This study is an approach to the understanding process of accounting application and costing in organisations. Further, determination of financial accounting, relevance of revenue and cost centre are also mentioned in the study. 
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[bookmark: _Toc37264541]Introduction 
Accounting fundamental includes policies and procedures required for recording and reporting organisational transactions of a company. An organisation can maintain transparency in financial performance by adoption of regulations provided by financial and management accounting. Similarities and differences in cost accounting (CA) and management accounting (MA) have been analysed in the study along with their nature and purposes of both the approaches. In the current study emphasis has been provided on financial constraints such as revenue expenditure (RE), capital expenditure (CE) and usage of cost accounting approach. Moreover, responsibilities of management accountant in costing and management processes have been analysed in the current study.   
[bookmark: _Toc37264542]Task 1 Distinction between capital expenditure and revenue expenditure as per IAS 
Capital expenditure: As per the rules of IAS capital expenditure is the amount of expense required for acquiring the asset. Moreover, the approach is useful for enhancing capacity of an existing asset along with increasing its lifespan.  
Revenue expenditure: Usage of revenue expenditure is efficient for conducting day to day expenses.  As per the views of Wood (2015), revenue expenditure affects the liquidity balance of a company. 
Term: According to IAS capital expenditure is a long term approach for a business as it helps in improving the asset poisoning of a business. In case of revenue expenditure it is a short term phenomenon as it helps in meeting daily requirements of business.  
Appearance: CE comes as an asset in some portion of income statements and balance sheets. As opined by Rikhardsson and Yigitbasioglu (2018), RE always comes in the income statement of organisation. 
Effect on revenue: Implication of CE capital expenditure in business does not impact the revenue figure of company but in case of RE it reduces the earnings of company. Moreover, as per IAS CE is useful for long term operation but RE is required for short term needs of business.
Benefit: Presence of CE provides long term profitability to the business. Moreover, RE is beneficial for a short period of time. 
Physical existence: As per the rules and regulations of IAS CE has its own physical presence with assets accepting intangible assets. Besides this, RE does not have any physical presence as it is an investment for fulfilling daily needs of business. 
Occurrence and capitalisation: As per the views of Dearman et al. (2018), CE is non-recurring in nature. In addition to this, RE is recurring in nature.  The amount of CE is capitalised in the business but RE is not capitalised in the business. 
Addition in value: Implication of CE leads to enhancing the value of existing assets. In the case of CE it does not enhance the value of business but aids into daily work of management. 
[bookmark: _Toc37264543]Task 2 Nature and purpose of cost accounting and management accounting 
Presence of MA in an organisation is efficient for fulfilling financial requirements of business. Moreover, it is also helpful for planning, directing, organising and controlling financial activities. On the other hand, CA is a useful approach of determining cost associated with production (Turner et al. 2017). Understanding cost in production helps in cost minimisation and increasing profit. 
Nature and purpose
Nature of MA generally includes projection financial performance helpful in decision making process. It is usually adopted by a business for the purpose of managerial assistance in operations.  MA also helps in reflecting the performance of a company in stakeholders. As per Hall (2016), CA   is an efficient approach for ascertaining cost control in venture. In addition, the purpose of CA is to determine the cost required in production such as fixed cost and variable cost.   
Characteristics
MA is a future oriented approach as it helps in obtaining objectives for future course of action by help of planning and controlling. Management accounting system or MAs is the tool used with MA in order to implement MA reporting in management (van Helden and Uddin, 2016). Besides this, MAs includes inventory management, accounting with objective and MA reporting includes financial statements (B/S and P/L).
CA is a useful measure for decision making and budgeting the operations. Moreover, it provides cost related data relevant for setting cost of products and services. Under this approach accounting for labour, material and overhead take place. As per Nitzl (2016), cost accounting system includes methods of determining cost which are absorption and marginal costing. CA reporting can take place by help of cost sheet. Under this aspect determination of profit determination, BEP, margin of safety and inventory valuation take place which are related to contribution.   
Difference
Difference between cost accounting and management accounting are discussed as under:
Objective: MA assists for policy formation and decision making process. Usage of CA takes place for accumulation and allocation of costs.
Data: MA leads to record both qualitative and quantitative information’s of business. Besides this, CA only considers quantitative information. 
Nature: MA includes projection of data for future course of action. In case of CA both past and present information are considered for cost determination.
Reporting: Reporting for MA can take place by the help of final accounts and CA can be reported with a cost sheet. 
Similarities
It has been analysed from analysis of MA and CA that both the approaches are efficient for a company as it aids positively in profitability and cost minimisation of a company. Moreover, inclusion of both methods in management of a company is useful for reporting and reflecting the financial performance of a company in market.  
Long term and short term strategies
Usage of both cost and management accounting in company helps in long term and short term strategies as it highlights the aspects such as allocation of resources, financial and non-financial aspects. Besides this, using these approaches are helpful for determining both cost of production and profit to be earned so it becomes easy for a company to operates with predetermined aspects.  Further, inclusion of these methods helps in determining sources of competitive advantage such as cost, efficiency, productivity and competitors. Hence, it can be said that inclusion of Ca and Ma is useful for long term and short term strategy formation. 
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A management accountant for a company is responsible for determination of profitability and cost associated with production which leads to long term success for the company. As per Ax and Greve (2017), management accounts are also responsible for different centres of organisation including investment centres. Profit centre, cost centre and revenue centre. Further, responsibility of a management accountant in development of cost and management aspects in different centre is discussed as under:
Revenue Centre
Revenue centre indicates the determinant where cost of sales and revenue from operations are analysed. As opined by Bromwich and Scapens (2016), manager of this division is accountable for the revenue earned secured by the management by conducting production activity. Hence, in this centre management accountants are accountable for determining the aspects associated with earning revenue. Besides this, it is the responsibility of the management accountant to highlight the risk associated with earning revenue and mitigate them as soon as possible. Another responsibility of the management accountant is to set objectives with the help of which plan is prepared for the purpose of earning a higher amount of revenue. 
This includes consideration of market structure, cost associated with production, requirements of organisation and demands of customers and suppliers (Hopper and Bui, 2016). So, by considering this aspect a well summarised plan is prepared under the revenue centre. It is the work of a management accountant to monitor and measure the activities of the revenue centre in order to prevent variance in performance.  Further, implementation of risk management plan is to take place by management account for combating risk in revenue centre.     
Cost Centre
Cost centre is a department of organisation under which cost can be allocated for production purposes. As opined by Cooper et al.  (2017), management accountant is responsible for determining the cost associated with each product by help of implying cost accounting and management accounting in operation. Besides this, cost accounting and management accounting provides a framework for determination of cost as it highlights the objectives and relevant resources for business used in production. Further, determination of cost is done by management accountant with help of manager in cost centre in order to analyse the proportion of profit could be earned with production. It is the responsibility of the accountant to minimise the cost as much as possible in order to increase the level of profit. 
Another responsibility of management account is to undertake relevant action in order to support the costing strategy of business. In this aspect all the staff members are assigned tasks in such a manner to reduce the cost in each work but maintain the optimum quality of task. This leads to enhance the overall profitability of the company by minimisation of both fixed and variable cost associated with production. 
[bookmark: _Toc37264545]Task 4 Distinction between management accounting and financial accounting 
Financial accounting (FA) is a specialised field of accounting method under which a company can track its financial records by help of standardised guidelines. As per the views of Horngren and Forster (2014), MA is a useful approach of maintaining records of organisational performance with help of accounting guidelines. Similarly, MA is a form of accounting for managing the activities of company. Under this system the company is able to plan, manage and organise most activities. Below are the distinction between MA and FA:
Means of communication
FA is an effective measure of communicating financial aspect within organisation as it includes adequate management of financial transaction. One of the important aspects of FA is adequate posting of transactions as per the nature of particular transactions. Hence, maintaining a transaction efficiently helps in communication each aspect of business with staff members.
In the case of MA it is efficient for communicating the financial position of a company to outside the business. So, the approach is useful for attracting more investors and shareholders in the management. Further, maintenance of clear financial records can only be protected by the help of MA. 


Fundamental concept
As per the views of Drury (1998), the fundamental concept of FA is asset is equals to liability plus equity. This shows that the presence of assets must be equal to the proportion of equity and liability. This leads to maintaining an ideal position of business with less presence of liabilities. 
MA has fundamental concept to reflect information in organisation for the purpose of planning, managing and controlling activities. It also helps in preventing the risk factors in management. Hence, it can be said that FA and MA work side by side for the purpose of improving performance of business.
Information system
The information system of FA key elements affecting organisational activities includes a double entry bookkeeping system and trial balance with the help of which final account of a company can be prepared.
In case of information system in MA includes Balance sheet, statement for profit and loans and cash flow statement. However, information for preparing such reports is generated with financial accounting system. 
Subsystems
In the case of MA systems are the factors which affect the overall activities of a company (Dyson, 2010). These subsystems include invoicing, payroll, day books and bookkeeping systems. In addition, subsystems of MA includes sales, accounts payable, accounts receivable, assets, cash incentives which are relevant for determining financial performance of a company.  Besides this other aspects of FA includes accruals, payments, fixed assets, disposal of assets and depreciation. Accounting for VAT has also significant effect on financial position of a company which needs to be reflected in MA reporting.  


[bookmark: _Toc37264546]Conclusion 
Accounting fundamentals includes policies and procedures needed to maintain an organisation in order to reflect fair position of business to stakeholders. Moreover, inclusion of cost and management accounting helps in determining and proportion of cost and profitability in order to operate in a competitive environment. Besides this, financial accounting is an approach of maintaining fairness in accounting transactions of a company. Hence, analysing the nature and characteristics of both the approaches it can be said that managing equal proportion of these accounting approaches helps in enhancing financial performance of business. Further, adequate maintenance of accounting reporting in company is useful for projecting fair image in industry. 
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