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[bookmark: _Toc39698211]Introduction
This report discusses accounting fundamentals. In this report, differences between revenue expenditure and capital expenditure have been evaluated with reference to international accounting standards. Moreover, this report also discussed the nature and purpose of cost and management accounting. Along with this, specific characteristics, similarities and differences between management and cost accounting have been discussed in this report. In addition, how both the concepts and practices linked to and used to develop the short-term and long-term strategies off organisations has been analysed. The responsibility of management accountant in two cost centres and how they manage the costs in these centres have been explained. Furthermore, it has been discussed in this report about the differences between management and financial accounting. 
[bookmark: _Toc39698212]Task 1: 
[bookmark: _Toc39698213]The difference between revenue and capital expenditure
Revenue expenditure is taken into account at the event of the spending, during the accounting period. The expenditures are reflected on fixed assets, where the revenue is used for the fixed asset to remain in a state of working or use (Dhankar, 2019). For instance, when a highly efficient machine is installed, there are certain maintenance expenses that are essential in determining the optimal outcomes of the machine. Capital expenditure, on the other hand, refers to the lump sum payment that business organisations make, in order to upgrade their physical assets, technology, plant and so on. The points of difference are as follows:
Timing: Capital expenditures are spent over a long period of time, and revenue expenditures are spent in the current period (Dhankar, 2019). 
Size: Capita; expenditures are associated with larger amounts than revenue expenditure. It is essential that in order to surpass the category of capital expenditure, the asset crosses some threshold value, which otherwise could be termed as revenue expenditure. Property, plant and equipment, as per International Accounting Standards, fall under capital expenditure (Spanos and Liapis, 2018). 
Consumption: The consumption of capital occurs over the lifetime of the fixed asset, while the consumption of revenue occurs over a very short period of time. 
[bookmark: _Toc39698214]Task 2:
[bookmark: _Toc39698215]Cost accounting 
It is a form of management accounting that tends in order to capture the total cost of the company's production. It is done by identifying the variable costs of every step of the production process as well as fixed costs (Datar and Rajan, 2018). Cost accounting mainly examines the cost structure of the company. It needs information about the incurred cost of such activities and for the cost accounting process. Cost accounting is concerned about the controlling costs because it is the nature of this accounting method. The purpose of cost accounting is to measure cost, control cost, cost reduction and other cost-related aspects.
[bookmark: _Toc39698216]Characteristics of cost accounting
1. Cost accounting is the process that helps to calculate the cost for all activities in the business.
2. It helps the management team of the organisation by providing data for making the correct decision to enhance the production of the business (Penman et al., 2018).
3. Cost accounting helps organisations in order to measure costs and manage them.
4. It also measures the efficiency of the production of the company and discloses the resource wastage and its time (Rieckhof et al., 2015). Therefore, the company reduce wastage and enhance its production.
[bookmark: _Toc39698217]Management accounting 
It is also known as managerial accounting. It is the analysis process of business costs and operations in order to prepare financial reports internally (Kaplan and Atkinson, 2015). Management accounting only does for internal purpose. Management accounting involves the furnishing of accounting data of the management for making decisions. The purpose of management accounting is to analyse managerial information for taking an internal decision and plan for better production (Maas et al., 2016).
[bookmark: _Toc39698218]Characteristics of management accounting 
1. Management accounting only chooses vital information and provides to the financial managers of the company.
2. It highlights essential aspects, which are used for standard costing as well as budgetary control.
3. Management accounting allows the managers to differentiate all variable, fixed and semi-variable costs of production (Indriani and Nadirsyah, 2015). Therefore, the managers can change the production plan according to the information for better production. 
4.  Management accounting does not require to follow accounting rules to produce reports (Lavia López and Hiebl, 2015).
5. It does not produce structural reports; however, the information given by management accounting is valuable. 
[bookmark: _Toc39698219]Similarities between management and cost accounting 
1. Management accounting deals with accounting information to managers within the organisation, and cost accounting also does the same (Ovunda, 2015).
2. Management and cost, both accounting methods help the company to take essential and correct decision based on their provided information for better profit. 
3. Both of these methods help managers in terms of decision making (Vaidya et al., 2016). 
4. Management accounting helps to determine the allocation of resources for preparing budget and cost accounting helps to determine the individual cost for every operation planned in the budget. Therefore, the goal is the same in both methods.
5. Cost and management accounting both provide valuable and important information to the internal managers (Kariyawasam, 2018). 
6. Cost accounting is the part of managerial accounting so that the overall goal of the methods is the same.
[bookmark: _Toc39698220]Differences between management and cost accounting 
1. Managerial accounting included many aspects such as decision making, planning, and performance management; whereas, cost accounting only resolves cost computation, cost control, cost reduction and many more cost-related factors (Ovunda, 2015).
2. The scope of cost accounting is narrow (Vaidya et al., 2016). On the other hand, the scope of management accounting is broader.
3. Cost accounting only measures quantitatively, whereas managerial accounting measures qualitatively and quantitatively. 
4. Cost accounting helps to take decision based on historical information (Kariyawasam, 2018). On the other hand, management accounting takes decisions based on historical and predictive information.
5. Statutory audit required for cost accounting, whereas managerial accounting does not require a statutory audit.
[bookmark: _Toc39698221]Linkage of both the concepts to develop short and long-term strategies of the organisation
Cost accounting helps the company to analyse the appropriate cost for every operation. Therefore, managers can set the right cost for production activities. When the cost of every activity is reduced, then the overall cost of production is reduced as well (Datar and Rajan, 2018). Hence, cost accounting helps to develop a short-term strategy which reduces the cost of production. Moreover, cost accounting reduces or manages all the cost of operations in the budget so that the company is able to build the infrastructure effectively. It another short-term strategy of the company; therefore cost accounting helps to develop this short-term strategy. Similarly, with the help of information provided by cost accounting, managerial accounting takes an effective decision, which helps the company to use proper resources of production (Kaplan and Atkinson, 2015). Through this, the company is able to increase its production by using appropriate resources so that it helps to develop a short-term strategy which is increasing production. 
Through cost accounting, the company is able to set proper pricing of their products or services. Therefore, when the pricing of products or services is effectively done then the company can increase its sale (Datar and Rajan, 2018). That is how cost accounting helps to build a long-term strategy which is, increase in sale.  Management accounting helps to prepare a budget for the company. The budget shows how much the company can earn profit in future. Therefore, the management takes decisions based on the budget. Therefore, management accounting helps to take productive and profitable decisions to enhance future profit. This is how management accounting helps to build a long-term strategy for the company, which is, earn more profit. Management accounting also identifies managerial drawbacks or obstacles in order to remove those obstacles and ensures all the operation run smooth (Kaplan and Atkinson, 2015). Therefore, the management makes strategies on how the company will remove the production obstacles and increase the production in future. 
[bookmark: _Toc39698222]Task 3:
[bookmark: _Toc39698223]Responsibilities of a management accountant in business centres 
[bookmark: _Toc39698224]Profit centre
A profit centre is a subunit of a business where an accountant is responsible for certain financial and non-financial performance measures. In profit centres, a management accountant identifies the cost of the product and selling price of the product. Differentiating both the prices, the accountant is able to identify the profit for the particular product (Danish and Siddiqui, 2016). That means an accountant ensures the divisions of sale from products or services outweigh the cost. Therefore, the accountant measure that the profit centre produces the expected profit. If the profit outcome is not precisely gained then the accountant tries to increase the revenue by decreasing expenses. That is the primary responsibility of an accountant. An accountant in this centre also measures the other costs that affect the profit of the centre. Therefore, he or she figures out the strategies to maximise the profit of the centre. This is the central aspect that the accountant is responsible for the profit centre.
[bookmark: _Toc39698225]Revenue centre
Revenue centre only measures the output by comparing sales to the projected cost. The accountant of revenue centre is responsible for identifying the ignored costs. It has been found that the revenue centres ignored many costs so that the revenue is less compared to the actual revenue has to be. The accountant of this centre measures the expenses of that department. The costs, which are ignored by the revenue centre, are such as constructed rent, an increase in salaries, security charges (Sarkar, et al., 2018). However, any cost related to the product, sale and manufacturing has not consisted of these expenses. Therefore, the accountant measures these ignored costs so that the company can see the actual revenue from their sales. Not only measures the costs that affect revenue, but also the accountant is also responsible for monitoring those costs. The accountant ensures that these costs will not be ignored in the future so that the revenue will be actual. Identifying costs will help to reduce the costs so that the company is able to make strategies in terms of increasing revenue from its sale. 
[bookmark: _Toc39698226]Task 4: 
[bookmark: _Toc39698227]The difference between management and financial accounting
Managerial accounting refers to the identification, measurement, analysis, interpretation and communication of financial data to the managers, in order to ensure that the organisational goals are reached (Richardson, 2017). Financial accounting refers to the record of an organisation’s financial transactions, where standard guidelines are followed in the process of recording, summarising and presentation of the report, projecting it as the financial statement, in the form of balance sheet or other forms of double-entry, maintained across time periods.
Efficiency: While financial accounting is associated with the reporting of profitability of the business, managerial accounting is associated with the identification of enhancing the profitability of the organisation in the future by overcoming shortcomings (Zhang and Niu, 2019). 
Scope: Financial accounting is associated with the financial reporting of the entire organisation, while managerial accounting is associated with detailed reports on specific areas. 
Reporting focus: While financial reports are aimed towards the development of financial statements directed towards the delivery to the internal and external stakeholders, managerial reports are associated with operational aspects, which are distributed within the company. 
Concern: While the prime concern for financial accounting is to evaluate the worth of assets, liabilities, and so on, the concern for managerial accounting is to gauge the productivity of the elements. 
Timing and time period: Financial accounting is based on the past record at the end of the accounting period, and hence the orientation is historical, while managerial accounting is associated with budgets and forecasts and hence the orientation is future, and these are produced more frequently (Zhang and Niu, 2019). 
Standards: Accounting standards are applicable for financial accounting, while no such standards are applicable for managerial accounting, as these aspects are associated with the information compiled for internal operations of an organisation (Richardson, 2017). 
[bookmark: _Toc39698228]Conclusion
This report reflects accounting fundamentals, such as management and cost accounting. Through this report, differences between revenue expenditure and capital expenditure have been found. The nature and purpose of cost accounting and management accounting have been identified have been found through this report. Differences between these two accounting methods have been identified in this report. Through this report, how management accountants manage business centres have been found from this report. Moreover, from this report, differences between management accounting and financial accounting have also been analysed.
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