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Executive Summary
The essay below reflects upon the fundamental basics of accounting as well as the position of the company precisely. The discussion of the second matter can be seen through mathematics and relevant explanations. Accounting, by its nature, deals with calculative things that come to great help in case of reaching and forecasting the enterprise’s current and forthcoming economic decisions. Such decisions are important as they play vital role as they are based on the financial statement found via accounting methods. The difference between capital and revenue expenditures will be elaborated in the section later. The report initially focuses on important topics like cost accounting and its certain tools and techniques. Accounting helps the necessary data and information be available so that other respective parties can benefit from as well.
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Fundamentals of accounting help the organisation or business entity prepare and present the financial records in a proper manner. The annual reports of companies are built upon the financial statements. These formal documentation of financial transactions of a company is done by following accounting procedures. Also, this way the company helps the stakeholder entities find essential insights over the factual market position of the company within the industry. Along with these discussions, the report forthcoming would highlight over the different aspects associated to accounting that help readers understand accounting form a broader and clearer perspective. However, this does not end there. The essay also sheds lights on the key actors regarding cost and financial accounting, the contrasts and differences between expenditure methods plus the nature and easy explanatory definitions of related terms.

Fundamental Accounting Concepts
Cost Accounting
Cost accounting includes every cost included in the production. The total expenses taken in the manufacturing are discussed and monitored under this concept. The discussion of this discipline consists of every cost incurred for processes, projects and products. The descriptive study of cost accounting includes both cost and accounting. Cost accounting plays a great role in running daily business activities (Miker, 2010). Along with regulating the default procedures, cost accounting helps a company maintain the overall health of financial assets within its possession. Also, this helps the stakeholders get a clear understanding of how its actual market position is.
Some of the major concepts under cost accounting will be discussed below:
Cost
Some people confuse cost with value. Cost is measured in terms of money. Cost helps determine how much of the product or the service would be exchanged with specific amount of money. For any financial institution, cost comes amongst one of the top most concerns of the company.



Expense
There are certain cost amounts that are to get paid off entirely with uniformity of the revenues incurred. The expenses are usually measured with respect to the constructive contrast with the company revenues.
Loss
Loss can be of anything. For companies and profit-making entities, losses can come from any terms like equity loss or monetary loss. The depreciations in purchasable equity can also be termed as company loss.
Cost Centre and Profit Centre
Cost and profit centres are not same in nature. The cost centre deals with the ascertainment of expenses. The profit centre, on the other hand, is associated with assigning authority to specific people and the effective management of financial surpluses (Miker, 2010).

Nature of Cost Accounting
Cost accounting, along with different types, includes diverse characteristics. This will be elaborated below:
Accounting should have specialised accounting
Any sub sections under any academic discipline has some distinct specialisation in its nature of functions. It elaborates the discipline in a more intricate manner and also dictates some specialisation in its further operations. 
Related with both science and art
Even though the general image of accounting and cost accounting mainly shows of mathematical terms, but cost accounting is nothing less of science and art themselves. Science follows distinct procedures to conduct particular practices. Art on the other hand helps a discipline go through some artistic yet flexible steps and actions to be executed. Cost accounting follows both tracks in its operations (Horngren, 2011).
Recognised as a process
Cost accounting is not just limited to an academic discipline. It is also a bundle of procedures. Cost accounting as a process holds a space in the spectrum of academic and business philosophies.


Determination of different total cost components
Costing methods abide by certain functional components. The cost elements are followed through a proper categorisation of accounting practice. Even though being just another section of accounting, cost accounting because of its usefulness is taken into sincere consideration in determining prices.
Helps management
Cost accounting helps in management procedures. Management operations are executed throughout the proper preparation and presentation of cost accounting patterns (Bragg, 2016). The company can benefit a lot from this systematic presentation of financial records.
Application of computing profit and loss
Any accounting discipline is born of the purpose of recording the financial transactions in a proper way. This way, the company can efficiently calculate profits and loss accounts. Cost accounting helps the company develop useful insights to make proper analysis and forecasts.

Behaviour of Costs
It is important to analyse the behaviour cost as in how it changes or remains unchanged over the time being. How costs stick down or fluctuate depend on how they are acting or reacting to any changes in the activities within the business. Costs of a product will depend or may vary in accordance with the changes brought in by the surrounding factors. As per the nature and behaviour of cost, this can be categorised into three distinct forms. They are as follows:
Fixed Cost
Fixed cost, as the name already gives away, stays constant upon any increase or reduction of production procedures. The key is to simply balance the changes into the manufacturing mechanism in such a way that the prices do not change.
Variable Cost
The cost under this method fluctuates over any changes made in the number of production units (Bragg, 2016). Any increase or reduction in production units determines how the cost would change over time. But as a mentionable factor, per unit a variable stays unchanged.


Mixed Cost
When the costs include both variable costs and fixed costs, those are called mixed costs. These costs are also named as semi-variable expenses as they are not completely variable in nature.

Purpose of Cost Accounting
To Determine Cost
Cost accounting facilitates in determining costs of products and services. The cost determination plays a great role for a company as it ultimately aids in accomplishing the core objective of a company which is to earn profits (Rajan, 2016).
Cost Control Maintenance
As a company, it is of dire importance to know the control mechanism of production prices. Prices set upon finished goods at the end of the day determine how much of success a company can turn out to be. Cost accounting thus can provide a great way to aid in control management.
Cost Reduction
In manufacturing processes as well as for certain operational convenience, sometimes it becomes a necessity to cut down costs. Cost accounting, by its nature, helps in reducing costs whenever and wherever needed.
Ensuring Profit Potentials
Making profits is a big concern for a business entity. Ensuring profit potentials is thus of great importance for a company to prosper further. Cost accounting plays a vital role there as well.
Deciding upon Prices for Products
If pricing is efficiently done regarding the products, the company can excel more towards its desired success (Rajan, 2016). However, for that observing, monitoring and controlling the daily and large-scale business financial transactions to reach proper decisions is very essential for the enterprise. 
Efficient Decision Making
Taking and making good decisions is of undeniable significance for any financial entity. Cost accounting helps the consultant and other regrading bodies to take proper monetary decisions in accordance with the relevant factors. Because of this, the concept of cost accounting comes to heaps of help in effective decision-making procedures.
Business Policy Preparation
The preparation of robust business policies calls for a sound knowledge on business position and its financial performance over the time period. Business policies are made so that the business can grow more profitably over time. The purposes of cost accounting cover this concern too.

Methods of Cost Accounting for Business Transactions
Methods of Cost Accounting help the respective bodies to judge best the contrast between the costs caused for product manufacturing and the services that are delivered (Edmonds, 2015). Different cost accounting methods are:
Job Costing
Through this method, Cost is ascertained to every individual task, that too with formally representing their personal scopes. The costings differ as per the client requirements.
Contract Costing
This is also known as terminal costing. It is also done in accordance with client’s demands. The contract jobs usually are of higher expenses and take longer time to get completed.
Batch Costing
This Costing method gets applicable to the products as per their specific batches. The batches are tagged separately as per their nature and other service features. This Costing helps break down the entire expense schedule as per smaller functional units.
Process Costing
This Costing is done as per the requirements and assistances taken by every individual production process involved in making a product. Process Costing usually focuses and measures the efforts first to determine the final prices (Piekarski, 2005).
Multiple Costing
When the products in consideration are made via diverse process methods, then this Costing method is adopted. The outputs usually are of different features for this to be applicable. 



Operating Costing
This approach is considered by the entities who deliver the services only. Under this Costing accounting method, the costs on these services are assigned by the designated bodies.

Techniques of Cost Accounting
Historical Cost Technique
This technique is also called the post mortem Costing method for this involves making the investments first and then to record and ascertain the costs upon it. They usually do not change as per the change of time or other factors. But it certainly has some demerits to it.
Standard Cost Technique
This Costing is named as standard Costing technique as this is entirely done as this mostly builds upon ratios. These ratios consider of the amounts of labour and logistics that are applied in the manufacturing processes. Usually through this approach, the standards are present before and then the final performances are recorded (Piekarski, 2005).
Marginal Cost Technique
To understand marginal Costing method, one must learn about fixed and variable costs first. Fixed cost and variable cost remain respectively constant and changeable over period. But marginal cost is measured in relation to profits over output volumes.
Direct Cost Technique
Direct Costing some often consist of fixed cost as well. Though being like marginal Costing in nature, direct Costing method includes the cost of suppliers too just along with the production cost for products.
Uniform Costing
Uniform Costing method is implemented in terms of the variety of organisations following by and adopting uniform operational tactics within an uniform industry. This approach helps balance the unity as well as formative disciplines within the genre of the industry.




Principles of Accounting
The principles of Accounting are based on the accounting standards that are followed for the particular year (Dalio, 2017). The standards of accounting are decided upon the behavioural and operational patterns that a company’s accounting practices adopt. The usual of accounting principles are as follows:
Accrual Principle
This basically holds records of if the transactions made by the company were done with cash or over credit conditions. This principle in truth serves as the backbone of the financial accounting. It also aids in making the financial statements. 
Conservatism Principle
The definition of this conservatism concept states that the company already had recorded all the incurred costs and liabilities with their best. Also, according to this principle, the company keeps a proper record of revenue and assists as well. This approach to accounting also suggests documenting the losses faced at the earliest possible.
Consistency Principle
The concept under this principle advises to keep on looking for the better principles to handle the financial records. The consistency principle becomes harder to follow if the company cannot allow to constructively compare and contrast between the existing accounting practices.
Materiality Principle
This principle is taken on if the enterprise is willing to serve a proper judgement tool for current accounting practice. Information of immaterial principle cannot be gained but the material expenses can be easily adjusted over time. 
Matching Principle
Under this perspective, accounting is held as a cornerstone. The accountant or respective consultant records and preserves the costs incurred over time along with revenue expenditures as well. The organisation cannot follow this if all its transactions are recorded in cash (Dalio, 2017).
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Revenue Expenditure
These expenditures include day to day expenses caused for running the regular business functions. These costs are faced due to the daily functional requirements for operating a business. Some of the best expressionsof revenue expenditures are the purchases and transfers of daily inventories, the supply and delivery costs, the expenses taken on for carriage and freight services, etc. The costs incurred due to revenue costings are shown in the records of current fiscal years. This way they help the company and stakeholders stay up to date with recent whereabouts. Several good examples for revenue expenditures consist of the salary and compensation details, covering the printing and stationery assistances, tax and payments for electricity supply.
Capital Expenditure
Capital expenditures take place in case of the company going for more capital acquisitions for enhancing the overall productivity of the company. The increased efficiency ultimately facilitates the whole company going for bigger production schedules (Humphreys, 2012). The capital expenditures are implemented at certain times when the company finds it important to make the investments for better maintenance of the company assets and logistics. Even though they are not done as frequently as the revenue expenditures, but they also play a key role in determining and ensuring that the company runs in an efficient manner. Some of the best expressions of capital expenditures are machinery procurement or installation of newer devices.
Differences between Revenue Expenditure and Capital Expenditure
	Titles
	Revenue Expenditure
	Capital Expenditure

	Definition
	The expenditures that are taken on to cover the daily operational requirements of a company are called revenue expenses.
	These expenditures include the costs incurred to make capital and bigger purchases for the overall well-being and asset maintenance of the company are called capital expenditures.

	Nature
	They are usually of non-recurring nature.
	These are generally recurring by nature.

	Duration Requirement
	These expenses are done for long durations.
	They are for shorter duration.

	Capitalisation
	Capitalisation is required in daily expenditures.
	This is not called for in this case (Humphreys, 2012).

	Presented In
	Revenue expenditures are showed in both balance sheets and income statements.
	Capital expenses are showcased in income statements only.

	Real-life Examples
	Procurement of inventory and freight services, acquisition of carriage facilities etc.
	Installation of new equipment, buying of fresh machineries etc.

	Advantage
	These expenditures are of help for more than a year.
	They usually benefit the company for the current economic year.

	Turnover Capacity
	It enhances the potentials for earning capability.
	These help in maintenance cause mainly.

	Necessity to Comply By
	They generally do not need to comply by with the capital perusals.
	These require contrasts with receipts of incurred revenue costs.

	Efficiency Focus
	These efforts help in scaling up daily operations capacity.
	These actions facilitate in improving the overall capacity of the enterprise.
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In this report it has been discussed about the nature, behaviour, principles, and techniques of cost accounting. Several practical implementations ofaccounting have demonstrated too. Financial statements have been prepared from initial data. Both routine and non-routine transactions have been analysed properly. 
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Trial Balance as on 31 January
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