Accounting assignment
Q1 Discussion of accounting theories
Accounting theories are basic principles and rules underlying the principles that should guide the accounting practice and includes: -
        i.            Cost theory; this principle assumes that for actual; valuation, assets and liabilities should be considered in the books using their cost value.
  	ii.    Matching principle: It operates on the assumption that for fair reporting, the expenses incurred during a given period should be reported against the incomes of the same period.
	iii.            Recording deals that are completed; this theory requires that only material projects should be considered when reporting revenues as some projects may turn out to be bad in the future.
	iv.          Conservative approach theory; this theory operates on the prudence assumption that liabilities should not be understated even if they have not turned to actualized.
Q2. The uses of accounting cost behaviour by managers
The cost behaviour should be well understood by managers as they serve the following functions in a business.
        i.            Decision making on efficiency; managers will require to understand the cost behaviour in order to plan an optimal mix of production that will provide the best yield for the business.
  	ii.            Assist in making controls; after standards have been established, a monitory is normally crucial for the managers to understand how the cost flows are matching their expected production based on the level of production.
	iii.            Assist in pricing products; when managers are tasked with the function of pricing the goods produced or the services they offer, cost behaviour is normally used to ascertain the price to be charged.
	iv.            Planning on the economies of scale; understanding the cost behaviour enhances the ability of the managers to plan on how to utilize the economies of scale by producing and selling products in bulk.
 
Q3. Explaining the assumptions of the cost-volume-profit.
The following are some of the assumptions which are made for cost volume profit analysis.
        i.            Costs are either fixed or variable: - the costs are assumed to be grouped into two categories, either to be fixed on period or to be variable based on units produced.
  	ii.            There exists a linear relationship between cost and revenues: - the CVP model assumes that there will be increased revenue as the cost incurred increases and when revenue decreases the cost is assumed to also decrease.
	iii.            The selling price is known and constant: - the CVP normally operates assuming at different levels of production and markets, the selling prices for output remains constant and there is no price discrimination or discounts on bulky purchases
	iv.            The volume is the only factor affecting variable cost: - the model assumes that the variable costs are only attached to the volume produced and there is no other factor that will influence the variable cost.
Q4. Items which are normally adjusted on the operating budgets
        i.            Selling price: - as the selling price is a function of the market conditions, the firms will be receivers of price and will have to adjust price to reflect the market prices
  	ii.            Demand in units: - the firm normally projects on the demand based on probability and which may be influenced by external factors calling for adjustments from time to time to reflect what is required as it may increase or reduce calling for changes.
	iii.            Cost of material: - as the raw materials are offered at the market price, the firms may be forced to adjust the prices and units consumed in production to reflect the market conditions as may change to better price or worse or even in terms of quality.
	iv.            Other general expenses: - the budgets assume some constant flow of the other expenses within the firm but which may be subject to fluctuations based on market conditions calling for continuous reviews of the budgets.
 Q5. Case eliminating a customer
The key reason as to why any investor will start a business is to make wealth out of their investments. If any project does not have any contribution or any customer, then the option of eliminating that customer may be taken. In consideration of the current customers, assuming the cost of investment to each customer is constant, the customer with the lowest revenue should be considered for withdrawal with customer A being the customer to be eliminated. However, some other things need to be considered besides revenue and cost like the opportunity cost of filling to accept new customers in the future due to commitments of existing customers, future relationships with such customers and their overall implication to future growth of the firm, and even alternative utilization of the committed resources to those customers. 
Q6. In The evaluation of business performance, in evaluating the viability of a business, one should be consider such factors like the demand of the product being sold which will influence the level of sales for the business, the costs associated with the sales which have a direct implication on the performance in terms of profit margin, existence of relations and chances to create such relations in the future which determines the economies of scale to sustain the business and the potential for growth considering whether the firm has options to expand and grow to bigger level in the future.
Q7. According to my opinion the firm should consider the option of settling the debt with the high cash at the disposal of the firm. This is because there will be no need for the firm to borrow money and hold it in cash. The firm is incurring cost of interest payment which reduces the value of the investment. Also having high cash is risk to the business as misappropriation may be more likely in such cases.
 


