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[bookmark: _Toc39576667]Introduction:
The whole accounting information system is based on different other branches of accounting that are equally important for both the long- and short-term benefits of a business. Accounting has some important roles and responsibilities in the field of business. In a small company, the accountant might just have to keep the record of the books and that's all. But in a big company, the roles of accounting get complicated and more important for the overall performance of the business. In this report, the author will discuss various divisions of accounting and find out how that accounting system affects the business process.


[bookmark: _Toc39576668]Task 1:
[bookmark: _Toc39576669]Difference between Revenue expenditure and Capital expenditure:
Capital expenditure is expenses that are made for the fixed assets of the entity which will be used for production. According to ISA, Capital expenditures are funds used by the firm to buy, equip, reinstall, or repair the fixed assets that are used in the long term (Bahadur, 2018). On the other hand, revenue expenditures are specific to the revenue-generating cost that could be identified in a certain accounting period. The key difference between Revenue and Capital expenditure is discussed below:
· According to the International Standards of Accounting, Capital expenditure is made for the long-term usage of the firm, and the cost associated with it can be depreciated over multiple accounting periods (Karjalainen, 2015). But revenue expenditures occur within the current operational period of the firm.
· Capital expenditures are consumed over multiple accounting periods. But revenue spending is used up for a short period, mainly in the current operational period.
· Capital expenditure, mainly, is larger in the monetary amount than the revenue expenditures of the business. According to the ISA, if the CAPEX is not large enough to meet the certain criteria of economic amount, it will be allocated to as revenue expense (Parsons, 2012). 


[bookmark: _Toc39576670]Task 2:
[bookmark: _Toc39576671]a. Nature and the purpose of Cost and Management accounting:
Cost accounting is imperative for the managerial aspect of the business because cost accounting provides the information needed to take certain important management decisions. In the fresh sense, cost and management accounting involves itself with the cost aspect of the firm. cost and management accounting keep the record of certain direct, variable, and overhead costs of the production process of the product (Kloock and Schiller, 2017). This kind of accounting tracks the nature, occurrence, and amount of the cost. This provides better information for the management to take important decisions or generate critical and precise budgets of the business. Cost and management accounting try to track the level of operation of the business very carefully because the information generated from the cost and management accounting is relevant when it is based on the current or specific accounting period.
Features, similarities, and differences between management and cost accounting: Cost accounting is the specific branch of accounting that is related to the cost structure of the business. It means that cost accounting identifies, records, analyzes the costs that occur over the accounting period of the business. The striking feature of cost accounting is that it analyzes each of the costs and tries to categorize it as direct, variable, or as an overhead expense. This is very useful for the business as cost accounting serves to reduce or better control the relevant cost of the production which will help the business to increase the profit. On a different note, management accounting is not only related to the financial side of the operations like cost accounting. The system of management accounting is aimed to generate financial and non-financial information. The information from the system will aid the management to improve the decision-making job. 
Many dissimilarities between cost and management accounting encompass how these branches of accounting affect the operations of the business. But the focal point is that cost management is only related to the control of the cost whereas managerial accounting exists in all kinds of managerial decision making (Lothian, 2016). Besides that, the main purpose of cost management is to classify the costs of the firm. on the other hand, the main aim of management accounting is to process and generate pieces of information that make a manager make better decisions for the business.
[bookmark: _Toc39576672]b. The link between cost and management accounting in the system:
Cost management is a branch of managerial accounting. These two systems are critically linked to the distribution of key information in the higher management decision-making process. Cost management and management accounting work as a linked process. Cost management classifies the costs into certain known categories. Then the system runs various analyses on the bases of the classification which shows the effect of cost on various levels of operation (Haislip and Richardson, 2017). And that information is used in managerial accounting for producing future budgets, and financial models for the business. The common ground for cost and management accounting is that both of the systems helps the decision-maker of the business make better decisions overall. Both are two crucial parts of the accounting information system. Both of the accounting systems are useful for a particular operational period. And the reports that are made out of both of the systems are only used for the internal parties of the firm. These reports are not made available for the external users of the firm.
More and more companies are using cost and managerial accounting to tailor better strategies. The techniques used in the cost and management accounting eventually coordinate with the strategic making body of the firm. Key policies utilized in the development of a strategy involve performance testing, consumer productivity analysis (at participation margin level), and expenditure evaluation (Edwards, 2011). This analysis gives the manager a better overview of the current internal capabilities of the business. Cost and management accounting facilitate rational decision making by the delivery of financial information, but the emphasis is on offering the certainty that the action plan has the ability to be successful, with competitive considerations sometimes adding more importance. This also helps the management to better allocate the resources available for the business. This happens when the company knows what are their key resources and what are their key internal deficiencies. 


[bookmark: _Toc39576673]Task 3:
[bookmark: _Toc39576674]Responsibilities of management accounting in different business centers:
Responsibility business centers are a department that is independent and has an individual manager who takes responsibility and complete authority. There are various responsibilities of managerial accounting in business operations such as revenue and cost centers. The main job of managerial accounting is to track the main internal cost of the business. Then ensure that the manager has control over it and they can reduce it whenever they want. But a company may have responsibility centers divided within the organization. This is where managerial accounting comes in. The managerial accounting collects reports and analyses from different business centers such as revenue centers and cost centers. Then, the system encompasses the data as a whole and creates vital information for strategic decision making.
Managerial accounting is closely related to the cost center of the business operations. The cost center oversees the whole cost structure of the business. The manager of the cost center has detailed information about the major cost of the business. The center also reflects the trigger points and the degree of relationship between the operation and the cost of the business (Johnstone, 2015). they have various reports at their disposal. The reports show how the cost fluctuates at a different level of production for a business within a specific period. This information regarding the cost aspect of the business helps the management accounting to come up with the crucial budgets of the business. Budgets are the numerical versions of the plan for the future activities of the business units. Because of the cost reports provided by the cost centers, management accounting now precisely determines what should be the size of cost structure for the business in the upcoming operational period. The main responsibility here, for the managerial accounting, is to analyze the report running different cost variances. This analysis will help the managers to model the cost structure for the future ventures of the business.
Another main center of the business is the profit center. The focal responsibility of management accounting is to run a system based on past sales reports and customer retention reports. Such programs enable the administration to develop, execute, track, and change the institution's operations towards achieving higher profit targets for the revenue center. So, management accounting is involved in tracking and modifying operations dependent on financial results. 
[bookmark: _Toc39576675]Task 4:
[bookmark: _Toc39576676]Key differences between Management and Financial accounting:
Management accounting and financial accounting are two important branches of accounting but have some distinct features. Management accounting is the accounting of information that helps the manager take important decisions whereas financial accounting is the aggregation of information in the financial statement of the business. The key differences between these systems are discussed below:
· Managerial accounting focuses on different but particular segments of business but in a detailed manner such as sales by product. But financial accounting exists overall units of a business to cover up all the relevant information the system needs to include in the financial statement (Han and Lobo, 2014).
· When there is a problem or a unique situation of risk in the business, the system of management accounting is used to solve the situation. On the other hand, financial accounting is used to increase the efficiency of the whole business process.
· The information processed in the different budgets and the reports for management accounting is based on estimation and forecasting. In other words, that information is not based on concrete facts. But, the system of financial accounting includes all the precise and solid data in the financial statement for the users of that information.
· Financial accounting usually focuses on the preparation and distribution of the financial statements of the company. Both internal and external users of the business use these statements to evaluate the performance of a certain business (Benjamin and Stanga, 2015). On the other hand, the reports generated in the system of management accounting are only for the internal users of the business.
· Management accounting is prepared based on estimation and forecasting, as mentioned before. So, this accounting system does not need to follow any principles or standards as a benchmark. But financial accounting must comply with important accounting standards to maintain the integrity of the information provided.
· The main focus of management accounting is the future activities of the business. Financial accounting is based on the historical performance of the business rather than the future.
[bookmark: _Toc39576677]Conclusion:
The standards and the principles maintained in the accounting systems are important to follow because they ensure the integrity of the information within the system. Even though systems like Cost accounting, management accounting, and financial accounting are different and independent, they work together in an integrated manner for the overall performance of the business.  Nowadays, more companies around the world are increasing their focus in the accounting field to improve the business process.
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