	




	Student Name: Oleh Vasylyshyn
Student Id Number: 1917016
Module Title: Accounting Fundamentals LCBB4001
Module Assigment Title: Assestment 2, Written Report
Module Lecture’s Name: Rexon Nting


UNIVERSITY OF WALES 
TRINITY SAINT DAVID








MAY 2020












	Contest:                                                                     Page   no.
Contest……………………………………………………………2
1. Task 1         ……………………………………………………3
2. Task 2      ………………………………………………    5	
2.1. Task 2A) Cost Accounting.………………………        5
2.2. Task 2A) Management Accounting………………      9
2.3. Task 2A) Differences    …………………………        10
2.4. Task 2 B…………………………………….             10          
3. Task 3       ………………………………………………        11
4. Task 4…….………………………………………………        12
5. References…………………………………………………    13









2

TASK 1
According to International Accounting Standards regulations  ‘IAS 18,1993’ base on the recognition of revenues.
Expenditure is a payment or a liability due to transactions of goods and services, recorded through sales receipt or invoices, and the organizations tend to maintain low expenditures, to not suffering  losses.
All the expenditures based on short-lived transactions in the administration of companies that are completely exhausted within the current accounting year are known as ‘revenue expenditure’.
The Revenue Expenditures recurred by nature are known as ‘expenses or expired costs’ that can be ‘purchases of goods, salaries paid, postages, rent, travelling expenses, stationery purchased, wages paid on goods purchased etc’. 
They can also includes the expenditures regarding the purchases of raw materials and stores required to manufacturing sealable goods and fixed assets
‘buildings, machinery, repairing machinery etc.’
Revenue expenditures creating a temporary increase in profit because are based on short lived transactions and they increasing production. 
Capital Expenditure based on International Accounting Standards ‘IAS 38,2004’, is a non recurred expenditure  focused on the acquisition of permanent asset or value and their classification. 
They are recorded as a long- term used asset for the purpose of earning revenue, i.e. can be money spent on the purchase of building, machinery that are permanently used to generate goods and profit is earned on their sale.
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This expenditure regarding not only one accounting period, because machinery has long life and its benefit will be guaranteed on the long period of time, and  the long period of time is considered a period surpassing one accounting period reducing cost of product. 
The main differences with revenue expenditure are that the
Revenue expenditures are recorded as a recurring short time period expenses in the Income statement and reducing the earning profit capacity.
Meanwhile capital expenditures are recorded on the balance sheet as a long time period assets and their values that can be depreciated or amortized depending on the nature of the assets, increase the earning profit capacity and can be capitalized. (Investopedia,2020) (IasPlus,2020)
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TASK 2 A
Cost Accounting
An expense or cost is what a business use to produce goods and services, this expenses after been recorded, classified and analysed becoming cost accounting, and help management stuff to originate prudent business decisions.  

Cost Accounting in other terms  a fixed form of management accounting based on internal analysis of business, that aims to record  the company’s total cost of production with the individual evaluation of variable costs and fixed costs in a determinate period of business.
The starting costs are compared with the final results with the purpose of the reduction, control and computation in the cost of business .
Cost Classification
 Types of Cost:
· Fixed Cost
Are the stable cost connected to the production of goods or service’s ’mortgage, buildings, depreciation of piece of equipment that can be with a fixed monthly rate.
An Increase or decrease in production levels will not result in a change of these costs. 
· Variable Cost
Are a sets of cost depending of a productions level of company’s
‘Direct materials, wages, commissions’ and a variation of production level’s will cause a further change in variable costs.
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· Operating Cost
Are a set of costs involved in the daily operations of companies, that can be fixed or variable depending of the situations of maintenance and administration of business.’ Rent, Insurance, Taxes, Office Suppliers..’ 
· Direct Cost
Are a set of costs tied with the specific production of goods or services, 
 ‘Direct labour, Direct materials, Sales commision..’
In the Ikea company the direct cost can be the materials timber, and the employees job in the production for the final product.
· Indirect Cost
Are expenses that are not linked directly to the product. In the Ikea company can represent the cost of cleaning or security staff.
‘Utilities, Rent, Accounting and legal expenses..’  
There are many types too of cost accounting: standard costs, activity-base cost, lean accounting and marginal cost.
· Standard cost

Cost of good sold and inventory (COGS) are linked with the standard cost instead to the actual cost, and the reason of that is the form of standard costs that are based on an efficient use of labour and material for the production of certain goods and services in commercial businesses, that basically are the budgeted amount. After the standard cost linked with the goods, there are other actual cost that burdening on the companies and the evaluation of the difference between standard and actual costs is called variance analysis. 
6
If the analysis determinates that actual costs are higher, it will prove an unfavourable variance, contrary if the actual costs are lower it will be recorded a positive variance.

The variance is created through the consideration of initial cost of labour and materials, that can be called rate variance.
Another important element in the consideration of variances are the efficiency or quantity of materials tied to the initial inputs used, named also volume variance.
· Activity-Base Cost 

Are a set of costs that are aimed to the identification of general cost in each sector through the assignation to specific productive elements such as goods or services.
The determination of cost based on precise analysis on activities, events, unit of work or tasks with a specific goal acting as design products, distributing finished goods or operating machines.
All these activities can be considered causes of cost and are used as basis for the determination of general costs.
General costs usually are assigned on the generic basis quotas such working hours, and when the activities are identified as the cost drivers they will be restrained in appropriate measures. 
In other words when come to the specific determination of cost and profit of services and goods the activity base cost will be drive to adopt appropriate measeures of identification. 


7
For example accountants through the use of Activity Base Cost can analyze by submitting production staff to surveys, the amount amount of time dedicated to specific activities and the cost of these specific activities is assigned only to the goods or services  used to the activity.
[bookmark: _Hlk40430299]Therefore the management staff will receive a precise and detailed report of where and how time and money is been spent. 
· Lean Accounting 
 Lean accounting is an extension of the aspects regarding production and ultimate goal of these aspects can be summarized whit the intention  of minimizing waste and optimizing productivity. For example If the managers will discover a wasted time they will be able to adjust employees activities by cutting the wasted time and increase the productivity and create an added value.  
When we use lean accounting cost, the traditional cost accounting methods is been replaced with value based costs and statistics on them performances, these performances lead to the evaluation of financial decisions on revenue basis and profitability.(Investopedia,2020)
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Marginal Costing or management accounting
Marginal Costing or cost-profit analysis is the extra cost impact on final product by adding new units in the production, is very important in the short term economic evaluation because is capable to identify the different cost and the operating volume of profit generated from them, it can also  provide information’s on selling prices of existent products or the impact on marketing strategies. 
The break even point or the total production level, where we can observe the same level of revenues and expenses is calculated on total fixed cost of company divided the all profit margin.
The contribution margin is here calculated as the total sales revenues divided variable cost and can be also calculated on unit base with purpose to determinate how the specific product generate the total profit.
Based on the quantitative ’internal’ and qualitative ‘external’ evaluation of business management accounting inform and suggest managers to the necessaire requirements of the business and is used to drive making favourable strategies for the business.
Regarding wider aspects of business such as decisions making ,planning, performance management, risk management and etc.. (Investopedia,2020)
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Differences
The differences with cost accounting is that the management accounting after evaluate and predicts all aspects of business aim to inform in planning strategies through the evaluation of qualitative and quantive data’s help the managers inside the company; cost accounting is used to show external subject such shareholder’s or vendors  the present value in the  business.
The management evaluation depend from cost accounting, while cost accounting is flexible and not regard further implementations of business.
The management evaluation is not tied with International accounting legislations but is based on the managers evaluations of present information and perceptions regarding the future trend of business.
In other word we can avow that cost accounting basically deal with the cost of capital in a short period, while management accounting analysing  forecasting and variance of the average cost of Capital in a long period.
 TASK 2B
Cost accounting and management accounting are used both to the evaluation of company business, they using short strategies based on quantitative analysis of cost production and the stemming incomes for both internal and external subjects; meanwhile long terms strategies are more concerned on the decisional future prospects focused on the business observation methods and qualitative  evaluation of business strategies through the consultation of periodic reports, based on the collection of present or possible trends and performance analysis of business such as a time perception, money invested, growth and resources used.
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TASK 3)
Management accountants are important expert figures in company administrations, they have a lot responsibilities concerned in the analysis and efficiency of aspects regarding business results.  
With the consultation of internal reports they can help the business in creating an efficient and effective results and suggest relative strategies to improve the performance of business.
The critical management accountant analysis in risk management with the evaluation of assets and costs allows to improve the efficiency in the production processes and help with the reduction of costs. 
The reduction of expenses by following appropriate budget planning strategies and the consultation of internal reports leads in the creation of a Profit for a business.
With the creation of positive results the management accountant have the responsibility to advise based on an internal and external  performances review, to create more profit in the business through the planned expanding strategies. 
Planning the expansion of business conducting market researches and review the poor level performances  in competitors can guarantee to the business more revenues and in order to create increasing profit, management accountants can advise to increase value of goods and services by investing in the business with the purchase of new assets or in investing in the market, with the purpose to create an increasing profit in the short and long time period.(MBA Knowledge Base,2020)
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Task 4)
Management accounting is a set of activities aimed to collect, analyse and understands financial , qualitative information and help management make and plan effective strategies.
The purpose of management accounting is the creation of constant analysis of business aimed to help internal managers to take best decisions for the business.
The structure of management accounting is informal and not fixed evaluation of business, without requirements and through the collection of historical statistics give the possibility to the management to have a general view of business and have a perception oh how the business is been seen from external parts.
Financial accounting are a set of operations that helps with the classification, analysis and record of all company transactions, with the purpose to show a detailed pictures of all company affairs.
Financial accounting follow the regulation of Internal Accounting Standards to record all transactions, and through the double-entry system ’Journal entry, Ledger entry and Trial Balance , all debit and credit are registered; from the record of all transaction based on a double entry system is possible a further record of the financial statement and Income statement aimed to found the net income profit in the company and the total assets and expenses in the business. (Wall Street Mojo,2020)
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