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EXECUTIVE SUMMARY

This report has been prepared on the basis of information which is required to be taken into account by the cost manager of a company. Apart from that this report was also discussed about the cost methods and cost techniques. Their importance was also explained here. In addition to this, the steps of preparing functional and master budget were also described in this report. Applicability of each cost methods has been described in this report and functions of each cost techniques were also a significant part of this study. On the other hand, this report had described the activities of Master and Functional budget.
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Introduction

This report will be prepared on the basis of cost management of an organization. There are various types of information which are needed to be taken into account for the purpose of taking managerial decisions. All this information will be discussed here. Apart from that proper method and technique of a successful management will be provided in this report. As per the theory of financial management there are various costing techniques and costing methods can be observed. The process, through which actual costing method can be selected, will also be described in this report. Some ability is required to prepare the master and functional budgets. 
[bookmark: _Toc28614689]1. Evaluating informational requirements of management
Various types of in formations are there which is needed to be considered at the time of taking any kinds of business decisions regarding the cost management of an organization. Cost is the main factor which is required to be maintained by every management. In order to maintain the cost structure entire budget has been prepared by the cost management department. The reason is the revenue of a company will depend on their costume only (Heinze, 2017). Thus in order to reduce cost and increase the revenue and profit, cost management of any company is need to take some decision, based on some information those are:
[bookmark: _Toc28614690]1.1 Financial information
· Cost structure of previous 5 years. All types of costs like, fixed costs, variable costs, semi-variable costs and mixed costs need to be taken into account.
· Revenue of those years is also required to be gathered by the cost manager in order to determine trend of their revenue also. This also helps in determining the impact of cost structure in their revenue (Smith, 2016). Trend of cost and revenue can be evaluated by cost management.
· Net profit or net losses of those previous five years are also important information that helps the manager in taking proper decision about reducing costs.
· Apart from all each purpose of expenses are required to be analyzed prior to include that expense as a part of this budget. As a result of this, the cost accountant will be able to identify those expenses which are not required for operating business activities. 
Hence, with the help of this information a cost management will be able to improve the entire cost structure of a company.
[bookmark: _Toc28614691]1.2 Non-financial information
Apart from the above mentioned factors some additional factors are also need to be evaluated at the time of taking a business or financial decision of a business. Those additional factors are:
· Internal control of that company and especially for that department for which the entire budget will be prepared. The reason is that, preparation of budget is not enough for improving the financial activities of a company. A proper performance is also required according to the budget (Netten and Beecham, 2018). 
· Apart from all each purpose of expenses are required to be analyzed prior to include that expense as a part of this budget. As a result of this, the cost accountant will be able to identify those expenses which are not required for operating business activities. 
· Previous budgets are also need to be considered at the time of preparing the current budget (Lück and Leyh, 2016). The reason is that, through observing the previous budgets, cot accountants will be capable to determine the discrepancies in the previous financial planning of that company and they can reduce those issues also.
· Availability of resources is another important factor to consider at the time of preparing the cost budget of a company. The budget is entirely depends on the resources available in the business organization.
[bookmark: _Toc28614692]2. Appropriate method and techniques for cost management
Costing methods and the costing techniques both are different factors. In other words, Cost technique is such a factor which determines the process of entering or recognizing cost transactions in the books of accounts of that Company. On the other hand, Cost methods are help in evaluating process of preparing and maintaining the cost structure of the production organizations (Didkovskaya, Mamayeva and Ilyina, 2016). There are different kinds of cost structure and cost methods can be seen. Those are:
Cost methods: Job costing, Process costing and Operating costing.
Cost techniques: Marginal costing, Absorption costing and standard costing.
[bookmark: _Toc28614693]2.1 Evaluating different Cost methods
Those cost structure and the cost techniques depend on the type of activities of a company. That means, if the company produces their products on the basis of specific job, then in that case Job costing will be appropriate for them. Apart from that, if they maintain their production activity in some small processes, then in that case Process costing will be appropriate for them.
[bookmark: _Toc28614694]2.2 Applicability of different Cost methods
The reason is that, job costing is required to prepare at that point of time, when the company has produced their products on the basis of orders placed within the deadline. That means, these organizations were the products will be produced in a lot (i.e. Catering business), can use the Job costing. Apart from that, those companies which are producing their products through several processes (i.e. Automobile business) are required to use the Process Costing. The reason is that several processes are maintained in those production companies, thus cost for every process are required to be determined by the accountants (Namazi, 2016). Due to this reason the Process costing will be appropriate for them to evaluate cost budget for individual processes as well as total production. Besides that some businesses are dealing with those activities which cannot be taken under the production. That means, only operating action which activities are required to maintain those business (i.e. Hotel business, Transportation business). In those cases, Operating costing will be appropriate to prepare and maintain the cost budget for that company (Quinn, Elafi and Mulgrew, 2017).
[bookmark: _Toc28614695]2.3 Evaluating different Costing techniques
Besides that, if the cost management of a company has decided to maintain their cost transaction in Absorption costing/ Marginal costing/ standard costing, then they have to follow the specified rules (smithbellerby.co.uk 2019). For the purpose of using each cost technique different rules need to be followed. Out of those costing, absorption and Marginal costing is easier to use than Standard costing technique.
[bookmark: _Toc28614696]2.4 Functions of Cost techniques
Those cost budgets which includes the charges for material and labor both, are required to use standard costing. The reason is that this management technique helps in determining the cost regarding each element (Material and Labor). On the other hand, in the case of Absorption costing the financial management is needed to compute the budgeted activities with actual activities. Due to this procedure Under Absorption and Over Absorption can be determined regarding the budget (Helmers et al. 2017). Through using the Marginal costing margin for Revenue, Variable Costs, Contribution (P/V ratio), Margin of Safety (MOS) and Break Even Sales (BES) can be identified. These are helps in improving financial condition of the business organization.
[bookmark: _Toc28614697]3. Ability to produce master and functional budget
Functional budget has been prepared for the purpose of determining the cost structure of any particular budget (Smith, 2016). On the other hand, Master budget has been prepared for the purpose of determining the tire cost structure of the entire production process. In maximum cases all the cost manager is used to prepare the functional budgets and after that on the basis of those budgets the entire budget has been prepared. Steps for preparing appropriate budget:
· Selecting the proper costing methods. This helps in determining appropriate cost structure of that company. Without proper method of posting no company will be able to take costing decision.
· After that proper costing technique is also required to select in order to recognizing the transactions in their books (Didkovskaya, Mamayeva and Ilyina, 2016).
· At the time of preparing the budget, cost management also need to make an arrangement through which all the resources can be utilized properly.
· All the Cost Accounting Standards are also need to be considered at the time of making any budget.
Master budget is required to be prepared by those companies which are decided to operate their entirety activities on the basis of single budget. The reason is that, overall organizational functions will be included in a single budget in case of Master Budget. However, in case of Functional budgets, accountant will be able to determine budget for each functions individually. As a result of this, financial management of this company will be able to reduce their cost which leads to improve the position of the company (Namazi, 2016). Small types of companies are maintained Master budget.
[bookmark: _Toc28614698]Conclusion

After considering the entire report overall requirements of cost management of a company can be evaluated. Apart from that the importance of cost methods and cost techniques are also has been discussed in this report. All the factors, which are need to be considered at the time of preparing a functional or master budget also a significant part of this study. Cost accounting standards are the most important factor is required to be followed by the cost managers.Medium and Big companies are willing to use Functional budget. Otherwise they will not be able to maintain their overall process correctly. Functions of each costing techniques are also described in this report. This helps in selecting the right process of maintaining the costing activities of a company. Functions of Job, Process and operating cost also have been explained in this report. Effective budget of a company supports in improving the financial condition in the current and future market. 
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