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VISUAL WALK-THROUGH

A chapter-opening vignette shows why the topics in the chapter are important to companies

and businesspeople.
Learning objectives are the important concepts in each chapter. Expressed in everyday

language, these LOs are mapped throughout the chapter, end-of-chapter assessment, and
MyAccountinglLab; this allows students to accurately track their understanding of each learning

objective.

Building Blocks of
Managerial Accounting

IE™", The interim results posted for Bombardier Inc.

n April 2009 showed tha © of $158 millon,

IR, _carning Objectives

=1 Distinguish among service, merchandising, and manufacturing companies.

2 Describe the value chain and its elements.
ct and indirect costs.
iable product costs and period costs of merchandising and

and

making

variable, and calculate total and average costs at different

hat m:

Sources:Bombacdier Inc and s subsidiaies

60

Job Costing 137

Sustainability — | ®

Sustainability Boxes are integrated into the . -
body of each chapter, providing students
with insight on how sustainability applies to
accounting concepts. Related questions are
included in the end-of-chapter assessment.

p sees
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X 25 Avignn

Accounting Simplifed

Assion
sesctindndrsct
cosstocotoiets

E -~ Accounting Simplified Videos

Directveres rect
Custs

pr— explain hard-to-understand concepts. Accounting

s e e
et pebie
i

e Simplified logos appear throughout the text
Costs for Internal Decision Making and External Reporting and dlreCt Students to the approprlate section 1n
ST e Rt MyAccountinglLab to view the video and study

e e oo the it o s ol e Bt by o ou ot e 4o
e o Mt ot o it St of o 1)t s o .
e o g material.

Total Costs for Internal Decision Making

For Bombardicr
he total cos ofa paricular model such as the Learie 85,is the total cos o rescarch, dsign,
fac et disribut, a anew model, mar-

of

s sof «
pls eturn a profi. Bombardier also compares cach model sale revene o is totsl cost o

400 . i We
wilalk Chapter 8, b i
sions. Forthe next few chapters, we will concentrate primarily on inventoriable productcosts,

Inventoriable Product Costs for External Reporting
IFRS and ASPE do not allow companies to use otal costs to report inventory balances or
cost of goods sold in the inancial statements. For external reporting, eporting standards
allow only a portion of the toral cost to be treated as an inventoriable product cost.
IFRS and ASPE specify which costs are inventoriable product costs and which costs arc
not. Inventoriable product costs (quite often reerred to simply as product costs) nclude
only the costs incurred during the “production or purchase” stages of the value chain
(see Exhibit 2-6). Inventoriable product costs are treated as an asse (inventory) untl the
product is sold. Hence, the name “inventoriable” product cost. When the product i sold,
these costs are removed from inventory and expensed as cost of goods sold. Since inven: 122 cHapter 3
oriable product costs include only costs incurred during the production or purchases

stage of the value chain, all osts incurred in the other stages of the value chain must be
expensed in the period in which they are incurred. Therefore, we refer to RD, design,

keting,distib i i

EXHIBIT 3.1 Diforences betweon Job and Process Costing

Job Costing Process Costing
Period costs are often called “operating expenses” or “selling, general, and .

" (SG&A) on Period p—— Job. Process
e e i Ourpus: Single units orsmall batches with  Large quancies ofdenvical unis

Targe diference beeen jobs

averaged over the small averaged ove the many
mumber o unitsin s b, densial unistht pss
often 1 uniina ob) through the process

]

Do all manuf

rs use job costing or process costing systems?

“pure” system

mirrors their production For example,

Stop & Think, ——— = :

o diferent batches)

a question-and-answer section, encourages

students to think critically about the How Do Manufacturers Determine

. . _— a Job's Cost?
application of key concepts.
ol rodsing ok 60l roun,Gld et ke

change and
cess, keep in mind that many companies record the illustrated documents electronically,
bu the process will be the same.

Overview: Flow of Inventory Through a Manufacturing System
Lets take 2 quick ok at how he physical products, as wel a costs, flow hrough the

company. As you learned in Chapter 2, manufacturers such as Shaw Group maintain three
separate types of inventory: raw materials, work in process, and finished goods. The cost

flected on the company’s balance sheet.
aw materials (RM) inventory is maintained in a storeroom
ity until the materials are needed in production. As soon
as these materials are transferred to the production area, they are no longer considered

raw materials because they have become part of the work in process. Work in process
(WIP) inventory consists of all products that are partway through the production process.

Job Costing 121

profi,the sales price has to be set high enough to cover the $2.50 per pack-

uring cost, as well as the company’s operating coss incurred along other

o forth) during the period

in Chaper 5. For now,just remember

al units of produce will most likely use
i cach unit. The following industries and

further examples of companies that use process costing:

companics
= Ol refining—Nanticoke Refinery (Imperial Oil), St. John Refincrs (Irving Oil), BP
(Bricish Petrolcum)
® Food and beverages—McCain Foods Lid., Kellogg’s, Dare Foods Ltd., General Mills,
Kraft Canada Inc
= Consumer toiletries and paper products—Cascades Tissue Group Inc., Colgate-
Palmolive Canada Inc., Kruger Products Ltd. (Scottis tissues)

O O et by compt v s e | B Why is this important?
s s s b o vy omps 4| Managers need he most

b of i s, e ot o 1| et cost information
AT I A |ty st rder o ke g .
costing accumulates these costs separately for each individual job. | business decisions. They

For ool Kl Focs Hys Pl e ot 3| L cpstom sualy @ Why Is This |mP°|"taNt?
e o e e ol e | ol coting or process Co . )
Rt e ot S IPT| costing) basedon which syt highlights the connection of accounting to
sl o bl on e g o o st s e operatos. . :

R L A— the business environment so students can
e e e i o,

better understand the business significance of

tricians also use job costing to detcrmine the cost of performing separate jobs for
clients. In both cases, the job cost s used as a basis for billing the client. In the appendix . l .
to this chapter we will study a complete example of how a law firm would use job costing t

O e managerial accounting.

In summary, companies use job costing when their products or services vary in terms

of materials needed, time required to complete the job, andor the complexiy of the pro-
duction process. Because the jobs are so different, it would not be reasonable to assiga
them equal costs. Thercfore, the cost of cach job is compiled separately. We will spend

the rest of this chapter looking at how companies compile, record, and use job costs to
make important business decisions. Before moving on, take a look at Exhibit 3-1, which
summarizes the key differences berween job and process costing.




Decision Guidelines summarize

key terms, concepts, and formulas in the
context of specific business decisions so that
students can see how accounting is used to
make good business decisions.

Summary Problems allow students

to practice the skills outlined in the
decision guidelines.

——e

Decision Guidelines _

Capital Investment Decisions and the Time Value of Money 757

MyAccountinglab Vit MyAccountinglab to sccess sudic varsions of these Dacison Guidalines that you can

listen to right on your computer or download and transfer to your mobile
Capital Budgeting

Here are more of the guidelines that Maplewood Equestrian Centre’s managers
made the major capital budgeting d

agers used as they
st in pasture development for grazing

Investment in a barn may be worthwhile if the NPV s positive or the IRR exceeds the
quired rate of return.

Compute the present value of the investment's net ca
Value of an Annuity of $1 and then subtract the invest

How do we compute the net  Compute the present value of each year's net cash inflows using Table A: Present Value
P lue (NPV) if the of $1, sum the present value of the inflows, and then subtract the investment's cost.
i has unequal annual

Learning Objectives

=1 Distinguish among service, merchandising, and manufacturing companies

~

Describe the value chain and its elements.

w

Distinguish between direct and indirect costs.

=4 Identify the inventoriable product costs and period costs of merchandising and
manufacturing firms.

=5 Prepare financial statements for service, merchandising, and manufacturing
companies.

™6 Describe costs that are relevant and irrelevant to decision making.

®7 Classify costs as fixed or variable, and calculate total and average costs at
different volumes.

ACCOUNTING VOCABULARY

cost object or cost objects.

Assign (p. 68) To attach a cost to a cost object,

Average Cost (p. 85) The total cost divided by the number
o uits.

82) Costs that can be influenced or

Allocate (p. 68) To assign a portion of an indirect cost toa  Finished Goods Inventory (p. 63) Completed goods that
et
Costs that stay constant in total despite

7) A cost that relates to the cost object

Design (p. 60) Detailed engine:
and the processes for

the
factory overhead or
that can be traced to a cost Marginal Cost (p. 8
50 after a cost/benefit analy-

Marketing (p. 65)
services

it with the benefit received from the additional accurac

Direct Labour (p. 71) The cost

Diract Materials (p. 71) Primary raw materials that become %
a physical part of a finished product and whose costs are i

le st obje iod Costs p. 69) Cost tha
which they are incurred; ofte
Seling, General, and Admi

ing Company (p. 81) A company
e . tangible products previously bought from suppli
ucts; labour costs that are 1o the bj ir Costs (p. 71) All mar

as from rial

ers.

nufac-
ls and

3. Should Zetamax buy the bar-coding machine? Why or why not?

Accounting Vocabulary lists all the
bolded terms in the chapter with

&——— definitions and page references. There

is also a complete glossary at the end of

the book.

Quick Check section is a series of questions
designed to test student recall of key concepts.

Answers are provided in the text.

Almost all questions in the book appear
on MyAccountinglab, along with additional
interactive resources like videos, animations, and
resources to help you master managerial accounting
concepts. This provides students with the ability to

Xii

re-test assigned questions or attempt alternative
versions of the same or similar questions to rein-
force learning.

We have included Group A and Group B
Exercises in the textbook so that instructors can
work through the exercises in one of these groups in
class and assign the other group as individual work,
giving students more practice on these key concepts.



CAPSTONE APPLICATION PROBLEMS
APPLICATION QUESTIONS

A11-47 Collect and analyze division data (Learning Objective 5)

o Usi ipany's website,
e company’s most recent annual report. (Hint: Look
in the financial statement footnotes.

bsets of the one product
ales, operating income, and

.
3. Whi as the ¢ ROI? Explain why.

the top management team and could allocate extra funds to only one
division, which division would you choose? Why?

APPLICATION CASE

A11-48 Speihler Forest Products

e: Klete Shuterstock

integrated manufacturer of forest products—lumber, pulp, paper and
Speihler h

ges nearly 25 million acres (10 mi
responsible forest managemer
SCO)

hectares) of Canadian forestlands
ctices. And we have earned Forest

in North
d on the TSX and has annual

ST.JOHN'S, September 4, 2014 - Speihler today release 3
detailed update that centres on the Company's sustainable stewardship of resources

Case Assignments appear in chapters 3
through 12. They are designed to test the student’s
understanding of the concepts in realistic, complex
scenarios.

Demo Doc Problems and Solutions appear
in chapters 3, 5, 7, and 9. These provide walk-
through problems for demonstration and compre-
hension of the concepts.

Case Appendix (MyAccountingLab) This
innovative tool will provide students with direction
on case analysis. Associated with the case appendix
and found in the MAL are three all NEW Multi-
Chapter Cases. These situational cases test the
student’s ability to apply multiple managerial ac-
counting concepts to resolving the scenario. Each
scenario is a stand-alone case, allowing instructors
to assign only those cases that are applicable to
their course.

MyAccountinglab

MyAccountinglab delivers proven results in
helping individual students succeed.

It provides engaging experiences that personalize,
stimulate, and measure learning for each student.
And, it comes from a trusted partner with
educational expertise and an eye on the future.
MyAccountinglab is the portal to an array of
learning tools for all learning styles—practice
questions with guided solutions are only the
beginning. NEW to MyAccountinglab is
Knewton, the latest technology in Adaptive
Assessment for individualized learning and mas-
tery. Students can access MyAccountinglab at
www.myaccountinglab.com.

MyAccountingLab can be used by itself or linked
to any learning management system.

MyAccountinglLab provides students with
a variety of resources including a personalized
study plan, assignable Excel simulated questions,
tutorials, videos, and animations. In addition,
select chapters with adapted questions from
previous CMA entrance exams are supplied on
MyAccountingLab, allowing students to see how
some of the concepts may be examined by the pro-
fessional designations.
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@ Microsoft Excel™ in

MyAccountingLab

Instructors have the option to assign students end-of-chap-
ter questions that can be completed in Microsoft Excel,
giving students practice using this essential spreadsheet
software. Questions can be auto-graded, reported to the
instructor, and displayed in online grade books. Excel re-
mediation will be available to students

To learn more about how MyAccountingLab combines
proven learning applications with powerful assessment,
instructors can visit www.myaccountinglab.com.

Premium Online Courseware

Pearson’s MyAccountingCourse™ is a premium online
course solution that combines fully customizable course
lessons and tutorials and the personalized homework and
assessment features of MyAccountingLab. Designed to
be used in fully online or blended learning environments,
MyAccountingCourse can accommodate various term
lengths and includes an integrated eBook and comprehen-
sive Instructor Resource Guide.

Features of MyAccountingCourse Include:

A flexible, customizable solution in which an instructor may
add, delete, and reorganize content. Each topic-based My-
AccountingCourse module is built to specific learning out-
comes, and MyAccountingCourse includes a comprehensive
Instructor Resource Guide complete with course outcomes,
lesson objectives, and teaching tips.

m Interactive lesson presentations with a proven learn-
ing model, robust content, and relevant video, audio,
eBook, downloadable MP3 lectures, and other rich
media assets.

m Rich MyAccountinglLab-based assessment, pre-tests,
quizzes, homework, and tests.

Study on the Go

Featured at the end of each chapter you will find a
barcode providing access to Study on the Go. Study on
the Go delivers practical study tools directly to your
smartphone. Now wherever you are—whatever you are
doing— you can study by listening to audio guidelines,
quizzing yourself, or using the awesome Glossary Flash-
cards. Go to one of the sites below to download a free app
to your smartphone. Once installed, your phone will scan
the code and link to a website containing Pearson’s Study
on the Go content that you can access anytime.
ScanLife
http://www.scanlife.com/
NeoReader
http://get.neoreader.com/
QuickMark
http://www.quickmark.com.tw/

CourseSmart for Students

CourseSmart goes beyond traditional expectations, pro-
viding instant, online access to the textbooks and course
materials you need at an average savings of 60%. With in-
stant access from any computer and the ability to search
your text, you’ll find the content you need quickly, no
matter where you are. And with online tools like high-
lighting and note-taking, you can save time and study
efficiently. See all the benefits at www.coursesmart.com/
students.

Pearson eText

Pearson eText gives you access to the text whenever and
wherever you have access to the Internet. eText pages
look exactly like the printed text, offering powerful new
functionality for students and instructors. Users can cre-
ate notes, highlight text in different colours, create book-
marks, zoom, click hyperlinked words and phrases to
view definitions, and view in single-page or two-page
view. Pearson eText allows for quick navigation to key
parts of the eText using a table of contents and provides
full-text search.

Instructor’s Resources

©

Integrated Instructor’s
Resources eText

Useful Teaching Tips and Resources, identified by
an apple icon, are easily identified throughout the
Pearson eText located within MyAccountingLab. In-
structors will find Chapter Overviews and Outlines,
Teaching Tips, Assignment Grids, Quizzes, and other
valuable resources including how to integrate MyAc-
countinglab into your course. Collated versions of
this resource can also be downloaded in either PDF
or Word format from the Instructor Resources page in
MyAccountingLab.
Other Resources accessible in MyAccountingLab:

m Instructor’s Solutions Manual: This manual contains
full solutions for all end of-chapter material.

m Instructor’s Resource Manual: Provided in PDF
format, this manual includes chapter overviews,
chapter outline, detailed outlines with teaching tips
tied to learning objectives, chapter student summary
handouts, chapter assignment grids, chapter quiz
(designed as a handout that can be printed from
eText) with answer key.

m TestGen: This powerful and user-friendly computer-
ized test bank has been thoroughly revised to include
more accurate coverage, new Blooms Taxonomy tag-
ging, and increased difficulty level with the inclusion
of NEW challenging short answer problems. The test
bank includes well over 100 questions per chapter,



with true/false, multiple choice, short answer and
essay type questions.

m PowerPoint Presentation for instructors and stu-
dents is a highly visual and comprehensive set of
PowerPoint files with 40 to 60 slides per chapter.

CourseSmart for Instructors

CourseSmart goes beyond traditional expectations,
providing instant, online access to the textbooks and
course materials you need at a lower cost for students.
And even as students save money, you can save time
and hassle with a digital eTextbook that allows you to
search for the most relevant content at the very moment
you need it. Whether it’s evaluating textbooks or creat-
ing lecture notes to help students with difficult concepts,
CourseSmart can make life a little easier. See how when
you visit www.coursesmart.com/instructors.

Technology Specialists

Pearson’s Technology Specialists work with faculty
and campus course designers to ensure that Pearson
technology products, assessment tools, and online course
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materials are tailored to meet your specific needs. This
highly qualified team is dedicated to helping schools take
full advantage of a wide range of educational resources
by assisting in the integration of a variety of instructional
materials and media formats. Your local Pearson Canada
sales representative can provide you with more details on
this service program.

Pearson Custom Publishing

We know that not every instructor follows the exact order
of a course text. Some may not even cover all the material
in a given volume. Pearson Custom Publishing provides
the flexibility to select the chapters you need, presented in
the order you want, to tailor your text to your course and
your students’ needs. Contact your Pearson Canada Sales
and Editorial Representative to learn more.
We hope you enjoy Managerial Accounting!
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