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[bookmark: _Toc40484693]INTRODUCTION
Most of the business exists to make profits and for making profit, where operations are important it is also important to keep record of these business activities. For this purpose we keep accounting records of business. Here in this report we will discuss different types of accounting used by an organization to make short-term and long-term decision making. We will discuss financial accounting that is used to present the performance of entity to external stakeholders and management accounting used to measure performance of entity internally.
[bookmark: _Toc40484694]TASK 1
According to international accounting standards capital and revenue expenditures may be classified into two classes. These are capital expenditures and revenue expenditures. The main differences between both are discussed below in light of different accounting standards.
[bookmark: _Toc40484695]CAPITAL EXPENDITURE:
Expenditure incurred will be classified as capital expenditure if it is incurred to acquire a long term asset having a useful life more than one year, or incurred to increase the capability of efficiency of long term asset. Examples of capital expenditure may include the expense incurred to acquire land, building, fixtures and fitting, major over-hauling, borrowing cost, furnishings, and vehicles (Clark et al., 2012).
Capital expenditure is incurred to purchase a fixed asset that usually increase the earning capacity of the entity (Clark et al., 2012). These expenditures are capitalized in the fixed assets column of the statement of financial position. These expenses are usually non-reoccurring and on time and capital assets are bought or sold when the existing one is not useable. The benefits of these expenditures are spread over the years and i.e. more than one accounting year.
[bookmark: _Toc40484696]REVENUE EXPENDITURES:
Expenditures incurred will be classified as revenue expenditure if is incurred run day to day operations and carrying function of the entity. Examples of revenue expenditures include the cost of sales, repairs and maintenance, overhead expenses, stationary, interest, taxes, and insurance (Young, 2012).
Capital expenditures are usually doesn't increase the earning capacity of the entity and are expensed out in the accounting period in which they are incurred. These expenses are shown in the statement of comprehensive income under operating costs or other expenses. These cost incurs periodically like daily, monthly, or annually. This cost benefits the entity for the period in which they have occurred. These costs are usually of minimal amounts and are normal costs. Decisions relating to revenue expenditures are made by the operational level of management.
International accounting standards (IAS) and International financial and reporting standards issued by international accounting bodies specifically classifies the capital and revenue expenditures in almost every standard. IAS 16 Property plant and equipment, IFRS 16 Leases, IAS 23 borrowing costs, IAS 38 intangibles all deals with expenditures of capital and revenue nature and basis of these classifications are almost the same as discussed above (Young, 2012).



[bookmark: _Toc40484697]TASK 2
[bookmark: _Toc40484698]Part A:
[bookmark: _Toc40484699]Cost and Management Accounting
Management accounting deals with wider aspects of accounting and mainly deals with decision making, performance measurement, risk measurement and management, strategizing, and planning. While cost counting is a sub-category of management dealing with cost computation and controls and cost reduction for day to day operation of the entity. Management accounting gives a much broader and pervasive review of the entity. Management accounting gives a helicopter review of business activities qualitatively and quantitatively, while cost accounting gives pixel and closer pictures of each product, process, and service (Young, 2012). The purpose of both methods of accounting is to reduce the total cost of its operations for the entity and run the organization effectively.
Similarities:
Both cost and management accountings are used by the internal management of the entity to run the operations of the entity effectively. These both have many common aspects between them e.g. there is neither regulatory or legal compliance for an entity to keep records for cost and management accounts no international or local standard is available for them. No periodic limit is compulsory for both of these accountings, management can use both of these accounting as and when required (Johnson, 2013). No requirement to present annual accounts after the year-end for both cost and management accounting and the majority of shareholders doesn't have any concerns about these. Management may use the method that seems effective to the nature of entity while dealing costs, these are not regulated by any standard like that of financial accounting.
Differences:
1. Cost accounting deals with collecting and analysis of data while management accounting gives such shape to data that is understandable by management.
2. Cost accounting deals with only quantitative aspects while management accounting deals with both quantitative and quantitative aspects of data and information.
3. Cost accounting is a sub-category of management account used by decision-makers within the entity (Johnson, 2013).
4. Cost accounting deals only with costs of the products while management accounting deals with broader aspects like analysis, budgeting, planning, and forecasting.
5. Cost accounting focuses on short term goals and decision making by using simple costing techniques while management accounting complex techniques like probability and sensitivity analysis for long term decision making (Johnson, 2013).
6. Management accounting cant installed in the absence of cost accounting while cost accounting may work independently.
[bookmark: _Toc40484700]Part B:
[bookmark: _Toc40484701]Short-Term and Long-Term Decision Making and Management Accounting
Accounting can broadly be categorized between financial and management accounting. Financial accounting is used for external representation of financial information of the entity where is management accounting is used by management internally to make different short term and long term decisions. Management accounting has a further category i.e. cost accounting that also helps in different cost analyses and decision-making processes (Melumad et al., 2014). The major objective of an entity is profit-making and all operations and management work to achieve this objective. Organizations make several short-term and long term decisions to achieve maximum profit and both cost and management accounting help management to make effective decisions.
In general cost accounting is relevant to short term decision making. As discussed earlier this is a sub-category of management accounting and used by the operational level of management (Melumad et al., 2014). Manager dealing with day to day activities and production processes employs different costing techniques to find the cost per unit, normal and abnormal wastes, overhead cost per batch or unit, and analyse the process to find where process id incurring extra cost? It also helps management to reduce to cost per unit and production losses and reducing or eliminating non-productive processes. 
Cost accounting further helps us to take short term decision-making while undertaking a single job or order by using job and order costing techniques. These methods help management accounting to find the cost of a specific task and quote a fair price for that task (Melumad et al., 2014). It also helps to identify the cost of equivalent units where tasks are completed in multiple processes through process costing. 
Management accounting is mostly used by middle and higher levels of management to make long term decisions of the entity. Mostly governments, non-profit organizations, and profit-oriented companies make budgets before starting the period employing management accounting techniques. Managements of the organizations make long term decisions mostly for one year to manage and draft forecasts for income and expenditures based on their understanding and analysis from previous years. In different organizations these budgets and budgeting techniques are different.
Then it comes to concepts of relevant costing, standard costing, and variance which help management to analyse the effectiveness of cost and cost controls within the entity, find loopholes with budgets and processes. Here accounting helps to address these issues. Organizations also employs management accounting techniques to find the most profitable project, when multiple options are available and one or more factor is limited (Adrian and Ramona, 2009).
Last but not the least the management employs different techniques of decision making like time value of money, internal rate of return, return on investment, pay-back period analysis to make long term investment decisions in multiple projects. In a nutshell management and cost accounting are deeply related to decision making and help different levels of management at a different level to make a different decision.


[bookmark: _Toc40484702]TASK 3
[bookmark: _Toc40484703]Responsibility Centre
In large organizations the management is decentralized and managers are given responsibilities to different cost centres. The responsibilities are decentralized and divided for better performance and performance measurement of management. A responsibility centre is a segment or division in a company for which a manager is responsible. This helps the company to gather information and analyse the performance of the manager and segment. The responsibility centres in an organization can be divided into the following four centres. 
1. Cost centre
2. Revenue centre
3. Profit centre 
4. Investment centre
He in this report we will discuss the cost centre and responsibility centre.
Cost Centre:
The responsibility centre incurring only expenses and not generating the revenue by sale of goods or services is called expense centre or cost centre. Although this centre is not directly contributing to profits but closely related and important to profit generation. This centre is mainly controlled by production or manufacturing manager and generally deals with production. These responsibilities of cost managers deal with controlling and managing the cost. Managers are aimed to find the cost of every factor and process involved in the production process (Adrian and Ramona, 2009). Analyse any unfavourable variance in the process if it exists and try to reduce it. It is the responsibility of the manager to find if any abnormal loss exists in the process try to eliminate it.
It is included in the responsibilities of the manager to use the effective use of resources of the management and produce the maximum output from minimum input possible, to analyse the performance of workers in the production process.
The appropriate goal of an expense centre is the minimization of expenses in the long run. Short-run expenses minimization may not be appropriate for the responsibility centre. For example, a production supervisor could eliminate maintenance costs for a short time, but in the long run, total costs might be higher due to more frequent machine breakdowns (Adrian and Ramona, 2009).
Investment Centre:
While we discuss the roles of cost and revenue centres in profit maximization, the management of assets is also important to better performance of the entity. If the assets of the company aren't managed effectively to minimize cost and maximize profits, these can hurt the company’s cash flows and profitability (Adrian and Ramona, 2009). Generally, directors or higher level of management is involved in these processes.
Management in investment centres is responsible for the proper management of assets for profit maximization. These departments are involved in investment decisions and decisions related to funding and financing those investments. The responsibilities of these managers is to select and approve only those new factories, processes, products, and equipment that help to generate profit and cash flows to the entity.


[bookmark: _Toc40484704]TASK 4
[bookmark: _Toc40484705]Financial and Management Accounting
Organizations use both financial and management accounting for different purposes. Financial accounting is concerned with providing information about the financial performance and cash flow of the entity in a given period and financial position at the end of the period. The information is provided to a wider range of stakeholders than those who have access to management information. Management accounting relates to planning controls and decision making. Management accounting may be forward-looking and used to provide information about expected costs and profits in the future.
	Difference between Financial and Management Accounting

	Financial Accounting
	Management Accounting

	The primary objective of financial accounting is to make periodic reports to shareholders, creditors, and external parties.
	Management accounting is to provide information to management for decision making, planning, and control.

	Financial reporting emphasizes on past activities.
	Management account deals with future forecasting.

	Financial accounting must follow rules prescribed by international accounting standards.
	Management accounting does not need to follow the rule. Management may follow rules that are suitable for the organization.

	Financial accounting focuses on the whole organization
	Management accounting focuses on separate segments of the organization

	In the case of financial accounting, the audit is mandatory by external auditors.
	Audit is not mandatory for management accounting

	Financial accounting focuses on precision.
	Management accounting focuses on timelines.

	Financial accounting focuses on verifiability.
	Management accounting focuses on relevance for planning and controls.



[bookmark: _Toc40484706]CONCLUSION
In this report we have discussed comprehensively, the difference between cost, management and financial accounting. How they help to run an organization effectively. And the rules and regulations to be followed while using these forms of accounting. Management may utilize these forms of accounting for different decision making and performance measurement of the entity.
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