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Fundamentals of accounting
[bookmark: _Toc37701769]Introduction
The efficient operation of the organisation is directly influenced by the way financial data is collected, analysed and presented to the management and other stakeholders. The management uses the data provided by different accounting entities in decision-making and policy setting. Other stakeholders use financial data in making a financial decision. This assignment will evaluate the different accounting entities, including the cost accounting, managerial accounting, and financial accounting and their interrelationships in ensuring efficiency in the accounting function.
[bookmark: _Toc37701770]The differences between revenue expenditure and capital expenditure.
Revenue expenditure is incurred for costs that are related to the specific revenue transactions during the specific operating periods of shortly thereafter. They include; revenue generation expenditures required by the company to meet the operations in progress and the expenditures for maintenance of revenue-generating assets. Asset maintenance expenses are aimed at keeping the assets in good working conditions but without necessarily increasing their useful life (Gilbertson, Lehman and Debra, 2017). Capital expenditure is the major company’s investment aimed at maintaining or expanding business and increasing profitability.  Such expenditures are charged on the fixed assets that are expected to be productive assets over a long period. The depreciation value is normally charged during the useful life of the related fixed asset in recovering the full cost of the asset. Most companies cover the substantial costs involved in acquiring the major fixed assets by use of debt or equity financing.
[bookmark: _Toc37701771]Nature and purpose of cost and management accounting
Management accounting entails provision of the special purpose statements and reports to the management and other information use within the organization. The information may not be guided, but the legal standards of preparation, disclosure, and presentation and therefore, is applied for the internal use only. However, the information is very useful in making future organizational decisions. On the other hand, Cost accounting is the part of management accounting that deals with the examination of the company’s cost structure including the budgets, standard costs, and the actual costs of operations (Henderson et al., 2015). The organisation can, therefore, determine the costs of various processes about the points at which expenditures are incurred to the estimate relationships with cost units and centres and aid in decision-making.
[bookmark: _Toc37701772]Nature
Skinner (2018) states that accounting is an art of interpreting accounting data and science of quantifying and summering the data. The aspect of accounting as science can also be described from the point that it derives its conclusions through the collection, processing and objective analysis of quantified data. As an art, there is the aspect of human judgement and prejudice in data interpretation and concluding analysis. Therefore, cost and management accounting are both an art and a science.
[bookmark: _Toc37701773]Purpose
Accounting uses various techniques in modification and rearranging data fir information presentation to the various users. These techniques include budgetary control and cost evaluation which is helpful in planning and forecasting. The information presented by management accounting also helps the management in the decision-making process. Besides, it helps the management in setting effective organisation framework by establishing cost centres, budget preparation, and profit centres, among other activity alignments. Moreover, accounting helps the management in the communication of the set policies within the organisation (Henderson et al., 2015). 
[bookmark: _Toc37701774]Characteristics of management accounting
Management accounting provides financial information to the management useful for policies reviewing and decision-making. Management accounting is also useful in the analysis of the possible causes and effects of the facts and figures that have been provided to the management (Skinner, 2018). Such analysis includes evaluation of the expenditures and incomes in drawing conclusions relating to their effects on the profit or loss generated by the company. Besides, management accounting is useful in the provision of the relevant historical information to the management that is useful in decision-making. However, management accounting provides the needed financial information, not decisions; hence it depends on the efficiency of the management in making effective decisions (Oort, 2017).
[bookmark: _Toc37701775]Characteristics of a good costing system
An ideal cost accounting system should be simple to be understood by the users. The information should be in the correct order and timely provided. The system should be flexible and adaptable to accommodate the changing conditions, with room for advancement at the minimal cost. The system should be economical to suit the organisational financial strength at the same time, ensuring that the possible list expenditures. Hoozée and Ngo (2018) state that cost accounting should be able to show a comparison between periods of different cost centres and departments. And thus, the cost system should show uniformity to aid in the comparison. The costing system should be efficient to clearly define the duties and responsibilities of the cost accountant to the firm and providing allocation for the ability to the reconciliation of the figures.
[bookmark: _Toc37701776]Similarities between management and cost accounting
Both management and cost accounting collects data from financial accounting for analysis and preparation of reports. The data collected by management accounting from cost accounting is prepared from the data received from the financial accounting when each accounting periods ends (Oort, 2017). The information provided by both management and cost accounting is essential in helping the management in making various decisions that are essential for the smooth operation of the organisation and profit maximization. For example, the management uses managerial accounting information in budgeting and determining revenue allocation strategies within the organisation; similarly, they employ cost accounting in determining the costs to allocate on the various operations. Furthermore, Hoozée and Ngo (2018) state that all the concepts that are used in cost accounting are derived for managerial purposes. 


[bookmark: _Toc37701777]Differences between management and cost accounting
	
	Cost accounting
	Management accounting

	1
	Cost accounting mainly aims at helping the management in cost control in the decision-making process.
	[bookmark: _Hlk37697813]Management accounting provides the management with the necessary information and reports useful for planning, decision-making, as well as evaluation (Hoozée and Ngo, 2018).

	2
	Focuses on helping the management in the determination of costs and cost control
	Management accounting is concerned with the efficiency and effective performance of the organisation as the main role of the management.

	3
	The cost accounting systems are purely quantitative, measuring data in monetary terms.
	Management accounting is both quantitative as well as qualitative using information that cannot be measured in terms of money in making decisions.

	4
	Cost accounting is restricted to cost-related data, and the success of costing systems does not depend on management accounting systems (Lixi, 2018).
	Management accounting uses both financial and costs accounting data and the success of management accounting depends on comprehensive financial accounting and cost accounting systems.

	5
	Cost accounting reports are used both internally by the management as well out by external stakeholders like shareholders and concerned creditors.
	Management accounting reports are exclusively used internally by the management.




[bookmark: _Toc37701778]Role of cost and management accounting in organisational strategy development and implementation
The organisational strategy entails a combination of the company’s vision, mission, and objectives while communicated together and how to achieve them. Managerial and cost accounting plays crucial roles in organisational strategies because they provide the management with the various data that helps in making the key decisions and policies on how to run the organisation in achieving the strategic goals (Bragg and Bragg, 2018). Besides, the management uses the data in setting policies and day-to-day goals as well as the determination of resources allocation in pursuit of achieving the main organisational strategies.
[bookmark: _Toc37701779]Roles of management accountants at cost centres
The management accountant helps in tracking and monitoring high costs and expenses. For example, the cost management accountant in the human resource department will be responsible for operational management and tracking the expenses relating to recruitment or staff training and development. Since most cost functions do not directly add to the profitability of the organisation, the management accountant has the responsibility to ensure that the costs and expenses that such centres incur keep in line with the budget (Lixi, 2018). 
[bookmark: _Toc37701780]Roles of management accountants at the profit centres 
Profit centres are the company’s divisions that directly add to the profitability of the company. Profit centres are, therefore, treated separately entity that is responsible for revenue generation and earnings. The accountant tries to link between the planned and actual expenditure plans using different approaches. They use different ways of analysing data from the operations and settlement components. The accountant makes a summary of the data depending on the requirements of the different internal structures of the profit centres (Henderson et al., 2015).

[bookmark: _Toc37701781]Discuss the differences between management and financial accounting
	Financial accounting 
	Management accounting 

	The main functions of financial accounting include recognition, classification, and recording actual transactions and the preparation of financial statements.
	The main functions include collecting data from financial accounting and providing the management with necessary information used for planning, decision-making, and evaluation (Bragg and Bragg, 2018).

	Financial figures need relevant supportive documents while preparing the financial reports.
	Management accounting may use both subjective or objective figures in preparing reports.

	Financial reports are used both within the company by the management as well as by external parties like the shareholders, financial institutions, and creditors to help them in making financial decisions.
	Management reports are exclusively used within the company by the management to help in planning and the control the organisation.

	Financial reports are prepared periodically depending on the company’s policies and size, either quarterly, half-yearly or annually.
	Management reports are prepared as and when required (Henderson et al., 2015).

	There is a compulsory statutory audit on financial statements.
	The law does not provide for requirement of audit for the management reports.

	Financial accounting does an analysis and evaluation of the entire company while looking at the historical view from the data available.
	Management accounting primarily focuses on segments of the organisation while laying their emphasis on future operations.



[bookmark: _Toc37701782]Conclusion
In summary, this assignment has analysed the differences between revenue expenditure and capital expenditure. For example, revenue expenditure is incurred during the specific operating period, whereas capital expenditures are charged in assets during the assets’ useful life. The nature of accounting has also been analysed. Accounting as an art entails interpretation of data based on the judgment on the accountant of the management and concluding. However, accounting is also a science since it involves summarising the provided data and quantifying where conclusions are arrived at after collection, processing and objective analysis of quantified data. The purposes of accounting have also been evaluated with the specific characteristics of movement accounting and cost accounting. The role of cost and management accounting in organisational strategy development and implementation has also been analysed where the management links and uses the data from cost and management accounting in making organisational decisions and policies that are aimed at achieving the organisation strategic plans. Some of the roles of management accountant at the cost centres and profit centres have been evaluated. Finally, the assignment has stated some of the differences between management, accounting, and financial accounting. They include the users of the information, the scope of the data, time frame, functions as well as the supportive documents and statutory regulations. 
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