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Task 1
Differentiate between revenue expenditure and capital expenditure with reference to International Accounting Standard. 
Capital expenditures are for fixed assets, which are expected to be productive assets for a long period of time, and for this capital expenditures  consists, not only  of the cost of purchased a fixed asset but also includes other costs necessary to get the fixed asset operational.  According to IAS 16Property, Plant and Equipment Included in such expenditure should be spending on:
· acquiring fixed assets
· bringing them into the business
· legal costs of buying buildings 
· carriage inwards on machinery bought
· any other cost needed to get a fixed asset ready for use include installation cost
· cost of arising loan
· preliminary expenses i.e. expenses for formation of a new company
· inspection and testing the fixed asset before use
· architects’ fees for building plans and for supervising construction of buildings
· demolition costs to remove something before new building can begin
· costs of site preparation.
Revenue expenditure is reffered to as  the expenditure incurred by an organisation on running the business on a day-to-day basis. These include purchase of merchandize goods and expenses paid by business such as employee wages,inventory,  rent, salary , electricity, insurance, stationery, etc. These revenue expenditures are shown on the profit and loss account. According to IAS 18 Revenue the following should be treated as revenue expenditure:
· Purchase of merchandize goods
· Expenses incurred by business in daily business operation
· Loss on investment
· Loss on disposal
· Depreciation of fixed asset
· Repair and maintenance of fixed assets
· Cost of running fixed assets like fuel.
                    Difference between capital and revenue expenditures
	Capital expenditure

	Revenue expenditure


	· Incurred for aquiring  or improve  fixed asset 
· Stay in business for long time
· Shown on balance sheet           
· Include expenses for acquisition of non-current asset example machine installation costs
· Enhances the value of an existing asset.

	· For maintaining the day to day activities of a business
· Stay for short period in the business
· Shown on income statement
· Include expenses of running fixed asset example fuel expenses
· Does not enhance the value of an existing asset.


(Mbwambo, E. C., 2013)

Task 2
a) What is the nature and purpose of cost and management accounting and what are the specific characteristics, similarities and differences between management and cost accounting? 
Cost accounting is a form of managerial accounting and it is used to determine and to asses the  actual cost associated with manufacturing a product or providing a service, by checking all expenses within the supply chain. It is done to calculate the cost per unit using different costing methods, for the purpose of budget prepparation and profitability analysis and its primary aim is to facilitate managers in decision making.
Different types of cost are used in different situations  and according to Colin Drury (2012) we can clasiffy costs as follows:
· Direct and indirect costs wich also can be divided to: direct and indirect materials and direct and indirect labour costs. In a manufacturing organisation indirect costs are classified as manufacturing, administrative and marketing overheads.
· Period and product costs. Product costs are the goods acquired or produced for resale and period costs are the expenses in the period in which they are incurred. They are also called period expenses and they are recorded in the profit and loss account.
· Cost behaviour – which is very important for decision making. Variable costs, fixed costs, semi-variable and semi-fixed costs have been used in the management accounting to detail how costs reacts to changes in activity.
· Relevant and irrelevant costs and revenues. Relevant costs and revenues are future costs and revenues that will be changed by a decision and irrelevant costs and revenues are those that will not be affected by the decision.
· Avoidable and unavoidable costs. Avoidable costs are those costs that may be avoided by not producing a particular good whereas unavoidable costs cannot be saved.
· Sunk costs are the costs of goods already purchased and the total will not be affected by other alternatives.
· Incremental and marginal costs. Incremental cost is the cost incurred with the production of a group of additional units of output and marginal cost represents the additional cost of one extra unit of output. Drury, C (2012)

Management accounting is concerned  with the providing of required data used by managerial personnel for planning, controlling and decision making because as we already know planning, controlling, co-ordinating, organizing, motivating and communicating are the six important managerial functions. The most relevant caracteristics of management accounting includes:
· Cause and effect analysis 
· Management accounting posses the features of both Science and Art
· Information system
· Relevancy of information
· Flexibility but no rigidity.
The management accountant collects the data from various sources, analyses them to identify  their relevance to the decision under consideration and provides only the essential information to the management to take the right decisions. Gowda, J.M.(2007)




The major differences between managemenbt and cost accounting are: 


	Basis of comparation
	Cost accounting 
	Management accounting

	Meaning 
	Records, classify and summarise the cost data of an organisation.
	Both financial and non-financial data are providing to the managers.

	Type of information
	Quantitative
	Quantitative and qualitative

	Objective 
	Determined in cost production
	To prepare for managers informations to set goals and plan strategies

	Specific procedure
	Yes
	No

	Planning
	Short-term
	Both short and long-term.

	Recording 
	Both past and present-data
	Focus more on future projects.




Task 2.b)  How are both concepts and practices linked to and used to develop the short and long-term strategies of organizations
The main role of a cost  and manangement accounting system is to allocate costs between cost of goods sold and inventories for internal and external profit reporting, to provide relevant information to help managers make better decisions and to provide data for planning, control, performance measurement and continuous improvement. Cost and management accounting are branches of accounting and had been designed due to limitations of financial accounting. It is an indispensable discipline for corporate management, as the information collected and presented to management based on cost and management accounting techniques helps management to solve not only specific problems but also guides them in decision making. 
One of the most essential jobs of a management accountant is to make a relevant cost analysis to identify the expenses and to provide recommendations for the future activities.  A company needs to check all possibilities and to identify the best way to increase profit, before taking any action. When the management accounting team finishes with the cost analysis, better and evidence-based decisions can be made. 
Cost accounting supports management accounting and management accounting  helps cost accounting to advance according to the management demands.  Because of this strong connection between management and cost accounting they are often perceived as one and the same.

Task 3.
Management accountants often have responsibility for different business centers which often includes its cost center, revenue centers, profit centers and investment centers. Discuss the specific responsibilities of management accountants when they are managing the business activities and developing the management and cost processes of two of these centers.
Managers develop a responsability report to asses the performance of each responsability center and these reports  should cover just controllable costs so that managers not to be retained accountable for jobs they have no control over.
Profit centers are businesses included in a bigger bussines and their managers enjoy the control  over their own revenues and expenses. Usually they choose the products they want to sell and they can set their own prices. The management of the profit center is more difficult for the managers of the specific center and needs lots of hard work and that because they are responsible for the entire division and they have to run the division with minimum support from the main business so they need to fiind solutions for all the internal issues by themselves. 
Profit centers are assessed based on controllable margin, the difference between controllable revenues and controllable costs, excluding all the noncontrollable costs from the evaluation and managers of these profit centers are motivated to do exactly what company wants: to earn profit.
Investement center is a profit centre  in charge with making investments decision in addition to revenue and cost related decision and they can be called the luxury cars of responsability centers because they feature everything. Managers of investment centers are held responsible for revenues, expenses and investmens made in their centers and their performance is often evaluated using return on investment.
 Managers can improve the return on investment by increasing  controllable margin or by decreasing average operating assets. Classification as an investement center can motivate managers to maintain productivity over profitability, to work even harder to reduce assets instead of increasing overall profitabiliy. Holtzman, M.P.(2013)
[bookmark: _GoBack]The investment center is the front line of company’s bussines strategy because it represents the place where company contact the market and it can be succesfull or not in creating economic value. The investment centers are considerated like the lifeblood of a company and all other centers exist to help them prosper. Manalo, R.G. and Manalo V.M.(2011)
Task 4
Discuss the differences between management and financial accounting
The main purpose of accounting is to provide information that is essential  for decision-making scope. The final product of accounting data is the decision that results from the use of that information, wheter the decision is made by management, creditors, labour unions or many other groups.
Management accounting involves the development of accounting information designed specifically to assis management. These informations are very important for the managers  in their work to det the company goals, to evaluate the performance of departaments and individuals, to decide if they should introduce a new line of products and to make all types of managerial decisions. Financial accounting refers to information describing the financial resources, obligations and activity of an economic entity. Accountants use the term financial position to describe an organisation’s financial resources and obligations in a particular period of time and the term results of operations to describe its financial activities during the year.  Williams,J.R; Haka, S.F; Bettner,M.S and Carcello J.V(2012
	         Points of differences
	    Management accounting 
	          Financial accounting

	Meaning
	The accounting system which provides relevant informations to the managers to make policies , plans and strategies for running the business effectivelly is known as manangement accounting.
	Is an accounting system that focuses on the preparation of financial statement of an organisation to provide the financial information to the intersted parties.

	Users of information
	For internal users like: board of directors, chief executive officer, chief financial officer, vice-presidents, business unit managers, plant managers, store managers, line supervisors.
	For external users like: owners, creditors,potential investors, labour unions, gouvernamental agencies, suppliers, customers, trade associations, general public.

	Regulatory requirements
	It is at discretion of the management.
	 It is a mandatory requirement  for every public oragnisation by the gouvernment.

	Time horizon
	The main focus is on the future
	The main focus is to the past

	Reporting beneficiaries
	Reports prepared under management accounting are used by internal parties.
	It is prepared for outside of external parties.

	Source of information
	Data is obtained from the basic accounting systems of the organisations and also some industry information.
	Information is drawn from the organisations internal accounting systems.

	Governing principles
	Management accounting statements have no standard basis.


	Financial accounting statements are prepared based on ‘Generally Accepted Accounting Principles (GAAP)’.

	Publishing and auditing
	No publishing and no auditing required.
	Required to be published and audited by statutory auditors

	Outputs
	Reports represent monthly, weekly or yearly analysis of products, functions.
	Financial accounting reports consist of profit and loss statements, balance sheet and cash flow statement.



    Organisations  are now operating more in a global business environment and the competition in that kind of environment is more based on cost. To be able to compete in those areas, companies may need to develop systems that requires them to get their products to the relevant markets fast and to reduce cost. So lean manufacturing is essential and also things like just in time inventory solutions. 
Financial accounting is concerned with the principles, practices and systems employed to compile transactions of an entity and present financial information for use by an entity’s internal and external  stakeholders. Managerial accounting on the other hand has the role to help its managers make business decisions that affect the entity’s future profits and cash flows. It is very important to understand very well  both financial and managerial accounting  to have a well developed knowledge of business for a management executive.
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