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Subject Index

A
ABC. See Activity-based costing
ABM (activity-based management), 4-15, 

4-18, 4-27
Absorption costing, 6-21–6-30

decision-making concerns, 6-28–6-30
definition, 6-32
example, 6-22
net income effects, 6-24–6-27
vs. variable costing, 6-21–6-23,  

6-30–6-31
Absorption costing income statement, 

6-22, 6-24, 6-25, 6-26, 6-29
Absorption-cost pricing, 8-22, 8-23–8-24, 

8-29
Accountability, individual, 2-8
Accounting

alternative methods, 14-7
and budgeting, 9-3
changes in principle, 14-6–14-7, 14-34
cost, 2-3–2-7, 2-26, 11-26
financial, 1-3–1-4
managerial, 1-1–1-48
across organizations, 9-4, 11-5, 13-5, 

13-15
responsibility, 10-14–10-24, 10-33
standard cost, 11-24–11-26, 11-30

Accounts payable, 9-22, 13-12, 13-23, 
13-31

Accounts receivable, 9-22, 13-10, 13-11, 
13-22, 13-30

Accounts receivable turnover,  
14-20–14-21, 14-34

Accrual accounting
adjustments for expenses, 13-24
converting to cash basis from, 13-9,  

13-20–13-25
Accumulated depreciation, 9-22,  

13-31
Accumulated other comprehensive loss, 

14-5
Activities, 4-5, 4-27

batch-level, 4-15, 4-16, 4-28
classification, 4-8
coordination of, 9-3
examples, 4-6
facility-level, 4-15, 4-16, 4-28
financing, 13-4, 13-5, 13-13–13-15,  

13-26, 13-36
hierarchy of, 4-16
identification, 4-8
investing, 13-3, 13-4, 13-5, 13-13–13-15, 

13-26, 13-36
noncash, 13-14–13-15
non–value-added, 4-16, 4-17, 4-28

operating, 4-16, 13-3, 13-4, 13-5,  
13-9–13-13, 13-14–13-15,  
13-20–13-25, 13-36

product-level, 4-15, 4-16, 4-28
significant noncash, 13-4–13-5
types of, 4-15, 4-16
unit-level, 4-15, 4-16, 4-28
value-added, 4-16, 4-28

Activity-based costing (ABC), 1-18,  
4-1–4-52

allocating overhead to cost pools, 4-8
assigning nonmanufacturing overhead 

costs, 4-14–4-15
assigning overhead costs to products, 

4-10
benefits, 4-13–4-19
definition, 1-24, 4-27
evaluation of, 4-11
example, 4-21–4-22
and incremental analysis, 7-5
key concepts, 4-5
limitations, 4-13–4-19
for manufacturers, 4-7–4-13
reasons for using, 7-5
for service companies, 4-20–4-24
steps, 4-6
vs. traditional costing, 4-22
when to use, 4-18–4-19

Activity-based management (ABM), 4-15, 
4-18, 4-27

Activity-based overhead rates, 4-9
Activity cost pools, 4-5, 4-10, 4-27
Activity flowcharts, 4-16–4-17
Activity index, 5-3, 5-29

in flexible budgets, 10-9, 10-10
relevant range, 5-5–5-6
standard, 11-7

Additional information
for ratio analysis, 14-19
for statement of cash flows, 13-8, 13-21, 

13-29
Adjustments

for changes, 13-11, 13-12
to cost of goods sold, 2-23
for depreciation, 13-9
for expenses, 13-24

Administrative expense budget,  
9-15–9-16, 9-29

After-tax contribution margin, 8-27
Alternative accounting methods, 14-7
Analysis

break-even, 5-16–5-20, 6-3–6-4, 6-5, 6-8,  
6-9, 6-10

common-size, 14-12
cost behavior, 5-3–5-7, 5-29

cost-volume-profit (CVP), 5-11–5-27,  
6-1–6-54

financial, 14-1–14-56
horizontal, 14-10, 14-34
incremental, 6-14, 7-1–7-42
mixed costs, 5-8–5-10
ratio, 14-15–14-30, 14-34
regression, 5-24–5-27, 5-29
risk, 12-15
trend, 14-10
vertical, 14-12–14-14, 14-34

Annual cash flow, 12-11
equal, 12-7–12-8
unequal, 12-5, 12-8–12-9

Annual rate of return, 12-20–12-21, 12-24
Annuities, A-23

discounting, A-8
future value, A-5–A-8, A-20, A-23
periodic payments, A-6
present value, A-11–A-13, A-19–A-20, 

A-23
Assets

debt to assets ratio, 14-23, 14-34
equation, 13-32
noncurrent accounts, 13-13–13-15, 

13-26
operating, 10-26, 10-27
plant, 13-10, 13-24–13-25
return on, 14-25–14-26, 14-27, 14-34

Asset turnover, 14-26–14-27, 14-34
Authorization process

corporate capital budgets, 12-3
not-for-profit organizations, 9-25

Auto loan payments, A-21
Automobile industry, 11-20
Available-for-sale securities, 14-5, 14-34
Average collection period, 14-21, 14-34
Average investment, 12-20
Averages, industry, 14-10, 14-20
Awareness, management, 9-3

B
Balanced scorecard, 1-19, 1-24, 11-20–11-

22, 11-30
Balance sheet(s), 1-12–1-13, 13-3

accumulated other comprehensive loss 
in, 14-5

budgeted, 9-21–9-23, 9-29
change in cash, 13-15, 13-27
comparative, 13-6, 13-8, 13-21, 13-29, 

14-11
condensed, 14-11, 14-12–14-13
example, 14-18–14-19
horizontal analysis of, 14-11
stockholders’ equity section, 14-5
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I-4  SUBJECT INDEX

vertical analysis of, 14-12–14-13
Banks, regional, 11-20
Batch-level activities, 4-15, 4-16, 4-28
Behavior. See Cost behavior analysis; 

Human behavior
Behavioral principles, 10-17
Benchmarks, 4-18
Benford’s Law, 14-14
Bezos, Jeff, 5-1, 5-2, 7-18
Big data, 1-20, 8-20
Big energy, 12-15
Board of directors, 1-5, 1-24
Bonds: present value of, A-13–A-15
Bonds payable, 13-14, 13-26, 13-31
Bottlenecks, 1-18
Bottom line, triple, 1-10, 1-20, 1-25
Bottom-to-top approach, 9-5
Break-even analysis, 5-16–5-20

basic concepts, 6-3–6-4
cases, 6-5
contribution margin techniques, 

5-17–5-18
mathematical equation, 5-16–5-17
weighted-average method, 6-8, 6-9, 6-10

Break-even point, 5-14, 5-16, 5-29
cost structure and, 6-17
equations, 5-17, 5-18
examples, 6-17
in sales dollars, 5-18, 6-4
in sales units, 5-17–5-18, 6-3, 6-9

Break-even sales, 6-7–6-11
Budget(s)

cash, 9-18–9-21, 9-29
definition, 9-3, 9-29
departmentalized, 9-24
direct labor, 9-14–9-15, 9-24–9-25, 9-29
direct materials, 9-10–9-12, 9-29
financial, 9-7, 9-29
flexible, 10-7–10-12, 10-33, 11-27
manufacturing overhead, 9-15, 9-29
master, 9-7, 9-29
merchandise purchases, 9-23, 9-24, 9-29
operating, 9-7, 9-29
production, 9-10, 9-29
sales, 9-8–9-9, 9-29
selling and administrative expense, 

9-15–9-16, 9-29
vs. standard costs, 11-4
static, 10-4, 10-7, 10-8, 10-33

Budgetary control, 10-3–10-4, 10-33
Budgetary optimism, 9-9
Budgetary planning, 9-1–9-52
Budgetary slack, 9-6, 9-29
Budget committee, 9-5, 9-29
Budgeted balance sheet, 9-21–9-23, 9-29
Budgeted classified balance sheet, 9-22
Budgeted income statement, 9-16–9-17, 

9-29
Budgeted multiple-step income 

statement, 9-17
Budgeting

and accounting, 9-3

benefits of, 9-3–9-4
bottom-to-top approach, 9-5
capital, 12-1, 12-3, 12-24, A-16–A-18
effective, 9-3, 9-4–9-7
essentials, 9-4–9-7
and human behavior, 9-5–9-6
vs. long-range planning, 9-6–9-7
for nonmanufacturing companies, 

9-23–9-25
for not-for-profit organizations, 9-25
participative, 9-5–9-6, 9-29
process, 9-4–9-5
shortfalls, 9-25
total budgeted costs, 10-11
zero-based, 9-21, 10-18

Budget period, 9-4
Budget reports, 10-3

flexible, 10-7–10-9, 10-12–10-13
static, 10-4–10-6, 10-8

Budget variance, 10-4
Buffett, Warren, 14-1, 14-2
Buildings and equipment, 9-22

accumulated depreciation, 13-31
increase, 13-14, 13-26
reconciling, 13-30

Burden, 1-9
Business environment, 6-5–6-6, 8-3
Business ethics, 1-19

C
Calculators, financial, A-18–A-22
Capacity, normal, 11-7, 11-30
Capital

cost of, 12-9, 12-24
working, 14-20

Capital budgeting, 12-1
annual rate of return method,  

12-20–12-21, 12-24
approaches to avoid rejecting projects 

that should be accepted, 12-12
big energy, 12-15
cash flow information for, 12-3–12-4
cash payback technique, 12-4–12-6, 

12-24
challenges and refinements, 12-12–12-

16
choosing discount rates, 12-9–12-10
computing present value in, A-16–A-18
definition, 12-24
discounted cash flow techniques, 12-6, 

12-18–12-19, 12-24
with equal annual cash flows,  

12-7–12-8
Excel, 12-19
general process, 12-3
helpful hint, 12-21
internal rate of return method,  

12-17–12-19, 12-24
net present value method, 12-6–12-11, 

12-24
post-audit, 12-16, 12-24
typical cash flows, 12-4

with unequal annual cash flows,  
12-8–12-9

Capital investments: planning for,  
12-1–12-41

Cash. See also Net cash
in budgeted balance sheet, 9-22
change in, 13-15, 13-27, 13-31, 13-33

Cash accounting: converting to, 13-9, 
13-20–13-25

Cash budget, 9-18–9-21
Cash burn rate, 13-15
Cash disbursements (cash budget), 9-19
Cash flow(s)

assumptions, 12-10
capital budgeting, 12-4
classification, 13-3–13-4
discounted, 12-6, 12-18–12-19, 12-24
equal, 12-7–12-8
even, 12-17
free, 13-17–13-19, 13-36, 14-24, 14-34
from operating activities, 13-4
statement of cash flows, 13-1–13-60
unequal, 12-5, 12-8–12-9

Cash flow information, 12-3–12-4
Cash management, 9-20
Cash payback, 12-4–12-6, 12-24
Cash payback period, 12-5
Cash payments, 13-3, 13-22, 13-23–13-24, 

13-25
Cash receipts, 13-3, 13-22, 13-23
Cash receipts section (cash budget), 9-19
Cash T-accounts, 13-33
CEO (chief executive officer),  

1-6, 1-24
CFO (chief financial officer), 1-6, 1-24
Changes in accounting principle,  

14-6–14-7, 14-34
Changes in depreciation methods, 14-7
Channel stuffing, 14-8
Charges

hourly time rate, 8-11
job, 8-12
material loading, 8-11–8-12, 8-29
non-recurring, 14-4
restructuring, 14-4

Chemicals industry, 11-20
Chief executive officer (CEO), 1-6, 1-24
Chief financial officer (CFO), 1-6, 1-24
Classified balance sheet, 9-22
Cloud services, 2-4
Collaboration, 10-16
Collections

average period, 14-21, 14-34
from customers, 9-19

Common-size analysis, 14-12
Common stock, 14-27

on budgeted balance sheet, 9-22
dividends paid on, 14-28
increase, 13-14, 13-26
reconciling, 13-31
return on common stockholders’ equity 

(ROE), 14-24–14-25
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Comparative balance sheets, 13-6, 13-8, 
13-21, 13-29, 14-11

Comparative rankings, 10-19, 10-20
Comparisons

with industry averages, 14-10, 14-20
intercompany, 14-9
intracompany, 14-9

Competition, 10-16
Compounding periods, A-19
Compound interest, A-2, A-3, A-23
Comprehensive income, 14-4–14-6, 14-34
Compustat, 14-18
Computer systems, 11-20
Condensed balance sheets, 14-11, 14-

12–14-13
Condensed income statements, 14-12, 

14-13, 14-14
Constraints theory, 1-18, 1-25, 6-32
Continuous improvement, 4-17
Contribution margin (CM), 5-12, 5-29

after-tax, under alternative transfer 
prices, 8-27

in break-even analysis, 5-17–5-18
in cost-based transfer prices, 8-18
with limited resources, 6-13
and target net income, 5-21
total, 6-14
unit, 5-13–5-14, 5-17–5-18, 5-29, 6-8, 

6-9, 6-13, 8-18, 8-27
Contribution margin (CM) ratio,  

5-14–5-15, 5-18
cost structure and, 6-16
definition, 5-29
weighted-average, 6-11

Control accounts, 2-8
Controllability, 10-17
Controllable costs, 10-16, 10-22, 10-33
Controllable fixed costs, 10-25
Controllable margin, 10-22, 10-23,  

10-26–10-27, 10-33
Controllable revenues, 10-22
Controllable variance, overhead, 11-26, 

11-27–11-28, 11-30
Controller, 1-6, 1-24
Controlling, 1-4
Conversion costs, 3-11, 3-24

definition, 3-28
equivalent units for, 3-23
total, 3-15
unit, 3-16

Conversion rate, 6-6
Coordination of activities, 9-3
Corporate social responsibility, 1-20,  

1-24, 11-17
Cost(s)

absorption costing, 6-21–6-30, 6-32
absorption-cost pricing, 8-22, 8-23–8-24
activity-based costing (ABC), 1-18, 1-24, 

4-1–4-52
actual production, 11-9
assigning to finished goods, 2-17
capital, 12-9, 12-24

controllable, 10-16, 10-22, 10-33
controlling, 10-23
conversion, 3-11, 3-23, 3-24
departmental overhead, 10-4
direct labor cost, 9-14
direct materials purchases, 9-11
factory labor, 2-6, 2-10–2-12, 3-7
fixed. See Fixed costs
full-cost pricing, 8-8, 8-22
inventoriable, 1-9
job order costing, 2-1–2-46
joint, 7-12, 7-21
manufacturing, 1-8–1-9, 1-10–1-11, 

6-22, 8-23
manufacturing overhead, 2-6–2-7, 3-8
materials, 3-7
mixed, 5-7, 5-29
noncontrollable, 10-16, 10-33
operations costing, 3-18, 3-28
opportunity, 7-4, 7-9, 7-21, 8-15, 8-29
overhead, 2-6–2-7, 3-8, 4-10, 4-14–4-15
period, 1-9, 1-25
physical unit, 3-14, 3-21–3-23. See also 

Unit costs
pricing considerations, 8-3
process costing, 3-1–3-48
product, 1-9, 1-25, 4-11, 7-8
raw materials, 2-6, 2-8–2-10
relevant, 7-4, 7-6–7-8, 7-16, 7-21
standard, 11-1, 11-3–11-8, 11-24–11-26
sunk, 7-4, 7-21
target, 8-3–8-5, 8-29
total budgeted, 10-11
total conversion, 3-15
total unit, 9-16
traditional, 4-3–4-4, 4-20–4-21
traditional systems, 4-3–4-4
transfer prices based on, 8-18–8-19
transfer to cost of goods sold, 3-9
transfer to finished goods, 3-8
transfer to next department, 3-8
underestimating, 2-16
unit. See Unit costs
variable. See Variable cost(s)

Cost accounting, 2-3–2-7
definition, 2-26
with variances, 11-26

Cost accounting systems, 2-3–2-7
definition, 2-26
types, 2-3

Cost-based transfer prices, 8-18–8-19, 
8-29

Cost behavior analysis, 5-3–5-7,  
5-29

Cost centers, 10-19–10-21, 10-22,  
10-33

Cost control, 4-15–4-17
Cost drivers, 3-8, 4-8–4-9

definition, 4-5, 4-28
examples, 4-6, 4-16
per product, 4-10

Costing systems, 3-18

Cost of goods manufactured, 1-14, 1-24, 
2-23

Cost of goods manufactured schedule, 
1-13, 1-15

manufacturing overhead applied, 2-22
Cost of goods sold, 1-13, 2-5, 2-17–2-18, 

3-9
Cost-plus pricing, 8-5–8-8, 8-29
Cost pools, 4-8, 4-13–4-15
Cost reconciliation report, 3-25
Cost reconciliation schedule, 3-18, 3-28

preparation, 3-16, 3-24–3-25
Cost structure, 6-15–6-16, 6-17, 6-32
Cost-volume-profit (CVP) analysis, 

5-11–5-15, 5-29
additional issues, 6-1–6-54
basic components, 5-11–5-12
basic concepts, 6-3–6-5
break-even analysis, 5-16–5-20, 6-3–6-4, 

6-5
cases, 6-5–6-6
and changes in business environment, 

6-5–6-6
contribution margin techniques, 

5-17–5-18, 5-21
and data analytics, 5-22
regression analysis, 5-24–5-27

Cost-volume-profit (CVP) graph,  
5-19–5-20, 5-21, 5-29

Cost-volume-profit (CVP) income 
statement, 5-12–5-16, 5-29

comparative statements, 5-15
examples, 5-14, 6-3, 6-16

Crediting rating agencies, 14-18
Current asset accounts, 13-11
Current assets, noncash,  

13-10–13-12
Current Designs case, 5-45, 6-50–6-51, 

7-37–7-38, 8-45, 9-47, 10-51–10-52, 
11-46, 12-36

Current income statement, 13-7
Current liabilities, 13-10–13-12
Current ratios, 14-17, 14-20, 14-34
Customer collections, 9-19
Customer perspective, 11-20,  

11-21, 11-30
Cutoff rate, 12-10
CVP. See Cost-volume-profit (CVP)

D
Data analytics, 1-20–1-21, 1-24, 14-18

CVP analysis and, 5-22
insights, 1-21, 2-4, 4-19, 6-10, 8-20, 9-17, 

10-13, 10-18, 11-16, 12-21
Database services, 14-18
Data visualizations, 1-21. See also Graphic 

presentation
Days in inventory, 14-22, 14-34
Debt to assets ratio, 14-23, 14-34
Debt to equity ratio, 14-23
Decentralization, 10-15, 10-33
Decision making, 4-18, 7-3
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NPV function, 12-19
regression analysis, 5-26
Scatter function, 5-27
Slope function, 5-26

Exception: management by, 10-16–10-17, 
10-33, 11-19

Exception guidelines, 10-17
Excess capacity, 8-16
Expenses

accrued, 13-24
depreciation, 13-9, 13-24–13-25
operating, 13-24
prepaid, 13-11, 13-24, 13-30
selling and administrative, 9-15–9-16, 

9-29, 10-4, 10-6

F
Facility-level activities, 4-15, 4-16, 4-28
Factory labor costs, 2-5

accumulation, 2-6
assignment, 2-10–2-12, 3-7

Factory overhead. See Manufacturing 
overhead

FASB (Financial Accounting Standards 
Board), 13-6, 13-7, 14-4

Favorable variances, 11-9
Federal Trade Commission (FTC), 8-48
FIFO (first-in, first-out) method,  

3-21–3-27
Financial accounting, 1-3–1-4
Financial Accounting Standards Board 

(FASB), 13-6, 13-7, 14-4
Financial analysis, 14-1–14-56

common-size, 14-12
comparisons with industry averages, 

14-10, 14-20
credit rating, 14-18
data analytics, 14-18
horizontal, 14-10–14-12, 14-34
intercompany comparisons, 14-9
intracompany comparisons, 14-9
ratio analysis, 14-15–14-30
vertical, 14-12–14-14, 14-34

Financial budgets, 9-7, 9-29
Financial calculators, A-18–A-22
Financial measures, 11-22
Financial perspective, 11-20, 11-21, 11-30
Financial ratio classifications, 14-16
Financial statements. See also specific 

statements
cash budget section, 9-19
manufacturing costs in, 1-12–1-16

Financing activities, 13-4, 13-36
direct method, 13-26
general guidelines for, 13-4
indirect method, 13-13–13-15
significant noncash activities, 13-5
in statement of cash flows, 13-14–13-15
typical cash inflows and outflows, 13-4

Finished goods
assigning costs to, 2-17

margin of safety in, 6-4
sales, 5-18, 6-4
target net income in, 6-4

Dunlap, Al “Chainsaw,” 7-5

E
Early warning systems, 9-3
Earnings

price-earnings (P-E) ratio, 14-28, 14-34
quality of, 14-7–14-8, 14-34
retained, 9-22, 13-14, 13-26, 13-31

Earnings per share (EPS), 14-27–14-28, 
14-34

Edgar database (SEC), 14-18
Employee safety, 12-13
Energy, big, 12-15
Enterprise resource planning (ERP) 

systems, 1-18, 1-24
EPS (earnings per share), 14-27–14-28, 

14-34
Equal annual cash flows, 12-7–12-8
Equipment, 9-22

accumulated depreciation, 13-31
additional considerations, 7-15–7-16
analysis, 13-14, 13-26
increase, 13-14, 13-26
reconciling, 13-30
repair, retain, or replace, 7-14–7-16

Equity
debt to equity ratio, 14-23
stockholders’, 13-13–13-15, 13-26, 14-5, 

14-24–14-25, 14-34
trading on, 14-25–14-26, 14-34

Equivalent units of production,  
3-9–3-12

computation, 3-11, 3-15, 3-23–3-24
for conversion costs, 3-23, 3-24
definition, 3-28
equation, 3-10
FIFO method, 3-21–3-27
for materials, 3-23
weighted-average method, 3-10,  

3-26–3-27
weighted-average method refinements, 

3-10–3-12
ERP (enterprise resource planning) 

systems, 1-18, 1-24
Ethics

in approving requisition slips, 2-8
in budgeting, 9-6
business, 1-19
in determining equivalent units, 3-11
and employee safety, 12-13
insights, 12-13
in setting fees, 1-17
with standards, 11-4
with statement of cash flows, 13-3

Excel
capital budgeting calculations, 12-19
Intercept function, 5-26
IRR function, 12-19

with absorption costing, 6-28–6-30
annual rate of return, 12-20
to eliminate unprofitable segments or 

products, 7-16–7-18
incremental analysis approach, 7-3–7-4
internal rate of return (IRR), 12-18
make or buy, 7-8–7-10
management process, 7-3
net present value (NPV), 12-7
pricing, 8-1–8-50
qualitative factors, 7-5
to repair, retain, or replace equipment, 

7-14–7-16
to sell or process further, 7-10–7-14

Demand, 8-3
Departmentalized budgets, 9-24
Departmental overhead costs report, 10-4
Depreciation

accumulated, 9-22, 13-31
adjustment for, 13-9
change in methods, 14-7

Depreciation expense, 13-9, 13-24–13-25
Direct fixed costs, 10-22, 10-33
Directing, 1-4
Direct labor, 1-8, 1-24, 10-10, 11-6–11-7
Direct labor budget, 9-14–9-15, 9-24–9-25, 

9-29
Direct labor cost, 9-14
Direct labor hours, standard, 11-27
Direct labor price standard, 11-6, 11-30
Direct labor quantity standard, 11-6, 

11-30
Direct labor rate standard, 11-6
Direct labor variances, 11-13–11-15
Direct materials, 1-8, 1-24, 11-5–11-6

costs, 9-11
payments for, 9-20
posting, 2-10
quantity standard, 11-5–11-6
units to be purchased, 9-11

Direct materials budget, 9-10–9-12, 9-29
Direct materials price standard, 11-5, 

11-30
Direct materials quantity standard,  

11-5–11-6
Direct materials variances, 11-8–11-13
Discontinued operations, 14-3, 14-4, 14-6, 

14-34
Discounted cash flow techniques, 12-6, 

12-18–12-19, 12-24
Discounting

future amounts, A-8, A-23
time periods, A-13

Discount rates, 12-9–12-10, 12-24
Disposal of plant assets, 13-10,  

13-24–13-25
Disposal of significant components, 14-3
Dividends, stock, 14-28
Divisions, 10-15, 10-33
Dollars

break-even sales in, 6-10–6-11
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Indirect fixed costs, 10-22, 10-33
Indirect labor, 1-8, 1-24
Indirect materials, 1-8, 1-24
Industry averages, 14-10, 14-16, 14-20
Institute of Management Accountants 

(IMA), 1-19, 1-46, 2-45
Insurance, prepaid, 13-10
Intangible benefits, 12-12–12-13
Intercept function (Excel), 5-26
Intercompany comparisons, 14-9, 14-14, 

14-16, 14-20
Interest, A-2–A-3, A-23

cash payments for, 13-25
compound, A-2, A-3
simple, A-2, A-3, A-23
times interest earned, 14-23–14-24

Interest coverage, 14-23–14-24
Interest rates, A-2

calculator keys for, A-18
discount, 12-9–12-10, 12-24

Internal process perspective, 11-21, 11-30
Internal rate of return (IRR),  

12-17–12-19, 12-24, A-20–A-21
Internal verification, independent, 13-13
Intracompany comparisons, 14-9, 14-16, 

14-20
Inventoriable costs, 1-9
Inventory

analysis of, 13-23
days in, 14-22, 14-34
finished goods, 1-12, 2-5, 9-22
increase in, 13-11
individual accountability over, 2-8
just-in-time (JIT), 1-17, 1-25
raw materials, 1-12, 2-5, 9-22
work in process. See Work in process 

inventory
Inventory accounts, 1-12
Inventory turnover, 14-21–14-22, 14-34
Investing activities, 13-3, 13-36

cash flows, 13-4
direct method, 13-26
general guidelines for, 13-4
indirect method, 13-13–13-15
significant noncash activities, 13-5
in statement of cash flows,  

13-14–13-15
Investment centers, 10-21, 10-24–10-27, 

10-33
Investments

average, 12-20
big energy, 12-15
capital, 12-1–12-41
planning for, 12-1–12-41
post-audit projects, 12-16

Investors
insights, 14-4, 14-7, 14-17, 14-18
restructuring charges, 14-4

iPhones, 2-12
IRR (internal rate of return), 12-17–12-19, 

12-24, A-20–A-21

Growth. See Learning and growth 
perspective

H
High-low method, 5-8–5-10, 5-27, 5-29
Horizontal analysis, 14-10–14-12, 14-34
Hourly time-charge rate, 8-11
Human behavior, 9-5–9-6
Humanitarian benefits, 12-13
Hurdle rate, 12-10

I
Ideal standards, 11-4, 11-30
IMA (Institute of Management 

Accountants), 1-19, 1-46, 2-45
IMA Statement of Ethical Professional 

Practice, 1-19
Improvement, continuous, 4-17
Incentives, 1-19, 11-22
Income. See also Net income

comprehensive, 14-4–14-6, 14-34
pro forma, 14-7–14-8, 14-34
residual, 10-31–10-32, 10-33
sustainable, 14-3–14-7, 14-34

Income (margin) measure, 10-26
Income statements, 1-13–1-14, 13-3

budgetary control report, 10-4
budgeted, 9-16–9-17, 9-29
condensed, 14-12, 14-13, 14-14
cost-volume-profit (CVP), 5-12–5-16, 

5-29, 6-3, 6-16
current income statement, 13-7
discontinued operations in, 14-4, 14-6
examples, 13-8, 13-21, 13-29, 14-6, 14-19
horizontal analysis of, 14-12
non-recurring charges, 14-4
vs. statement of comprehensive income, 

14-6
variances in, 11-19
vertical analysis of, 14-13

Income taxes payable, 13-12, 13-25, 13-31
Incremental analysis, 6-14, 7-1–7-42

and activity-based costing, 7-5
additional considerations, 7-7, 7-9, 7-14, 

7-15–7-16, 7-18
basic approach, 7-4–7-5
decision-making approach, 7-3–7-4
definition, 7-3, 7-21
to eliminate unprofitable segments or 

products, 7-16–7-18
to make or buy, 7-8–7-10
multiple-product case, 7-11–7-14
with opportunity costs, 7-9
qualitative factors, 7-5
to repair, retain, or replace equipment, 

7-14–7-16
to sell or process further, 7-11–7-14
single-product case, 7-11–7-12
of special orders, 7-6–7-8
types of, 7-6

Independent internal verification, 13-13

transferring costs to, 3-8
Finished goods inventory, 1-12, 2-5, 9-22
First-in, first-out (FIFO) method,  

3-21–3-27
Fixed costs, 5-4–5-5, 5-29

controllable, 10-25
direct, 10-22, 10-33
high-low computation, 5-9
importance of identifying, 5-10
indirect, 10-22, 10-33
manufacturing, 10-6
ROI by decrease in, 10-26–10-27
total, 5-4, 5-6
unit, 5-4, 8-6, 8-8

Fixed selling and administrative 
expenses, 10-6

Flexible budget reports, 10-9, 10-12–10-13
Flexible budgets, 10-7–10-9, 10-33

case study, 10-10–10-12
development of, 10-9–10-10
graphic presentation of, 10-12
with standard direct labor hours,  

11-27
Flowcharts, activity, 4-16–4-17
Forecasts, 10-13

sales, 9-5, 9-29
Fraud, 13-13, 14-14–14-15
Free cash flow, 13-17–13-19, 13-36, 14-24, 

14-34
Full-cost pricing, 8-8, 8-22, 8-29
Full disclosure principle, 13-5
Future value

of annuities, A-5–A-8, A-20, A-23
calculator keys for, A-18
calculator solutions, A-20
of single amounts, A-3–A-5, A-23
of single sums, A-20

G
GAAP. See Generally accepted accounting 

principles
Gamification, 10-27
Gaming, budgetary, 9-6
Generally accepted accounting principles 

(GAAP)
income statements, 5-13
variations in application, 14-7

Globalization, 8-20, 8-26–8-27
Goods, finished

assigning costs to, 2-17
inventory, 1-12, 2-5, 9-22
transfer to, 3-8

Goods sold: cost of, 1-13, 2-5
assignment, 2-17–2-18
transfer to, 3-9

Graphic presentation
cost-volume-profit (CVP) graph,  

5-19–5-20, 5-21, 5-29
of flexible budget data, 10-12
scatter plots, 5-27

Gross profit rate, 14-27, 14-34
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flow of, 2-5
in job order costing, 2-5–2-13
per unit, 3-16, 6-22, 8-23
in process costing, 3-7–3-9
total, 1-10, 3-16

Manufacturing overhead, 1-8–1-9, 1-25
accumulating, 2-5–2-7
applied, 2-15, 2-22–2-24
assigning, 3-8
overapplied, 2-22–2-24
standard, 11-7
underapplied, 2-22–2-24

Manufacturing overhead budget, 9-15, 
9-29

Manufacturing overhead variances,  
11-16–11-17

Margin, profit, 14-26, 14-34
Margin (income) measure, 10-26
Margin of safety, 5-21–5-22, 5-29, 6-4–6-5
Margin of safety ratio, 5-22, 6-17
Market-based transfer prices, 8-19, 8-29
Markup, 8-6, 8-29

in absorption-cost pricing, 8-23
in cost-plus pricing, 8-7
in variable-cost pricing, 8-25

Master budget, 9-7, 9-29
Materiality, 10-17
Material loading charge, 8-11–8-12, 8-29
Materials

assigning costs, 3-7
direct. See Direct materials
equivalent units for, 3-23
indirect, 1-8, 1-24
raw. See Raw materials
time-and-material pricing, 8-10–8-13
total costs, 3-15
unit costs, 3-15

Materials price variance (MPV), 11-11–
11-12, 11-30

Materials price variance (MPV) report, 
11-18

Materials quantity variance (MQV), 11-
11–11-13, 11-30

Materials requisition slips, 2-8–2-9, 2-26
Materials variances, 11-10–11-13, 11-30
Matrices

direct labor variances, 11-15
direct materials variances, 11-12

Merchandise purchases, 9-24
Merchandise purchases budget, 9-23, 

9-24, 9-29
Merchandisers, 9-23–9-24
Minimum rate of return, 10-31
Minimum transfer prices, 8-15, 8-16, 8-17
Minus sign, A-19
Mixed costs, 5-7–5-10, 5-24–5-29
Money: time value of, A-1–A-25
Monthly overhead flexible budgets (case 

study), 10-11
Monthly responsibility reports, 10-23
Mortgage loan amounts, A-21

Labor quantity variance (LQV), 11-14, 
11-15, 11-30

Labor rate, 8-10–8-11
Labor reports, 10-4
Labor variances, 11-13–11-15, 11-30
Land: increase in, 13-13, 13-26
Lean manufacturing, 1-17
Learning and growth perspective, 11-21, 

11-30
Ledger accounts

standard cost accounting, 11-26
subsidiary, 2-8

Leverage
equity, 14-25–14-26
operating, 6-17–6-18, 6-32

Leveraging, 14-34
Liability accounts

current, 13-10–13-12
noncurrent, 13-13–13-15, 13-26

Limited resources, 12-14
Line positions, 1-6, 1-25
Liquidity ratios, 14-16, 14-20–14-22, 14-34
Long-range planning, 9-6–9-7, 9-29
Long-term notes, A-13–A-15
Losses

accumulated other comprehensive loss, 
14-5

on disposal of plant assets, 13-10,  
13-24–13-25

unrealized, 14-4
LPV (labor price variance), 11-14, 11-15, 

11-30
LQV (labor quantity variance), 11-14, 

11-15, 11-30

M
MagicBands, 1-21
Make-or-buy decisions, 7-8–7-10
Management

awareness of operations, 9-3
decision-making process, 7-3
decisions, 4-18
by exception, 10-16–10-17, 10-33, 11-19
functions, 1-4–1-5
insights, 1-6, 1-18, 2-12, 2-16, 3-8, 4-11, 

4-17, 5-10, 6-6, 6-12, 6-14, 7-10, 8-4, 
8-9, 9-12, 9-21, 10-16, 10-27, 12-9

Managerial accounting, 1-3, 1-25
basics, 1-3–1-7
cost concepts, 1-7–1-11
vs. financial accounting, 1-3–1-4
trends, 1-16–1-23

Manufacturing, 1-8, 3-3
lean, 1-17

Manufacturing costs, 1-8–1-11. See also 
Product costs

accumulating, 2-5–2-7
activity-based, 4-7–4-13
assigning, 2-7–2-13, 3-7–3-9
in financial statements, 1-12–1-16
fixed, 10-6

IRR function (Excel), 12-19

J
JIT (just-in-time) inventory, 1-17, 1-25
JIT (just-in-time) processing, 4-24–4-26, 

4-28
Job charges, 8-12
Job cost sheets, 2-8, 2-9

completed, 2-17
definition, 2-26
direct labor in, 2-12
direct materials in, 2-10
manufacturing overhead applied, 2-15
proof of agreement with work in 

process inventory, 2-16
Job order costing, 2-1–2-46

accumulating manufacturing costs, 
2-5–2-7

advantages and disadvantages of, 
2-20–2-21

assigning costs to cost of goods sold, 
2-17–2-18

assigning costs to finished goods, 2-17
assigning manufacturing costs,  

2-7–2-13
cost flows, 2-5, 2-18–2-19, 3-4
document flows, 2-19
for jobs completed and sold, 2-16–2-21
with predetermined overhead rates, 

2-13–2-16, 2-18–2-19
for service companies, 2-19–2-20

Job order cost systems, 2-4
definition, 2-26
vs. process cost systems, 3-4–3-6

Joint costs, 7-12, 7-21
Joint production process, 7-12
Joint products, 7-12, 7-21
Journal entries, 3-7–3-9, 11-24–11-26, 

13-10
Just-in-case philosophy, 4-24
Just-in-time (JIT) inventory,  

1-17, 1-25
Just-in-time (JIT) processing, 4-24–4-26, 

4-28

L
Labor

direct, 1-8, 1-24, 11-6–11-7
direct labor budget, 9-14–9-15,  

9-24–9-25, 9-29
indirect, 1-8, 1-24
multiskilled work force, 4-25
standard hours, 11-27, 11-30

Labor costs
direct labor cost, 9-14
factory labor costs, 2-6, 2-10–2-12,  

3-7
variable costs per direct labor hour, 

10-10
Labor price variance (LPV), 11-14, 11-15, 

11-30
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Overhead static budget reports, 10-8
Overhead volume variances, 11-17, 11-26, 

11-28, 11-30

P
Partial income statements, 2-23
Participative budgeting, 9-5–9-6, 9-29
Payables

accounts payable, 9-22, 13-12, 13-23, 
13-31

bonds payable, 13-14, 13-26
income taxes payable, 13-12
salaries and wages, 13-10

Payments
calculator keys for, A-18
cash, 13-23–13-24, 13-25
for income taxes, 13-25
for interest, 13-25
for operating expenses, 13-24
to suppliers, 13-23–13-24

Payout ratio, 14-28–14-29, 14-34
People, planet, and profit

insights, 1-20, 3-12, 5-5, 6-18, 11-17, 
12-15

triple bottom line, 1-10, 1-20, 1-25
P-E (price-earnings) ratio, 14-28, 14-34
Performance evaluation, 10-16–10-18
Performance measures, 10-22
Performance reports, 10-18
Performance standards, 4-18
Period costs, 1-9, 1-25
Periodic payments, annuity, A-6
Personnel, 9-3
Pharmaceutical industry, 8-48
Physical units, 3-14, 3-21–3-24

cost flow, 3-14, 3-21–3-23
definition, 3-28

Planning, 1-4, 9-3, 9-4
budgetary, 9-1–9-52
for capital investments, 12-1–12-41
enterprise resource planning (ERP) 

systems, 1-18, 1-24
long-range, 9-6–9-7, 9-29

Plant assets: disposal of, 13-10,  
13-24–13-25

Plus sign, A-19
Post-audits, 12-16, 12-24
Predetermined overhead rates, 2-13–2-19, 

2-26
Preferred stock dividends, 14-28
Prepaid expenses, 13-11, 13-24, 13-30
Prepaid insurance, 13-10
Present value, A-8–A-15, A-23

of annuities, A-11–A-13, A-19–A-20, 
A-23

of bonds, A-13–A-15
calculator keys for, A-18
calculator solutions, A-19, A-20
in capital budgeting situations, 

A-16–A-18
discounting, A-13

Number of periods, A-18

O
Open Standards Benchmarking 

Collaborative, 11-5
Operating activities, 13-3, 13-5, 13-36

cash flows, 13-4
direct method, 13-20–13-25
general guidelines for, 13-4
indirect method, 13-9–13-13
net cash provided/used by, 13-9, 13-22
in statement of cash flows, 13-14–13-15, 

13-25
value-added, 4-16

Operating assets, 10-26, 10-27
Operating budgets, 9-7, 9-29
Operating expenses, 13-24
Operating leverage, 6-17, 6-18, 6-32
Operations

discontinued, 14-3, 14-4, 14-34
management awareness of, 9-3

Operations costing, 3-18, 3-28
Opportunity costs, 7-4, 7-9, 8-15

definition, 7-21, 8-29
incremental analysis with, 7-9
units sold unequal to units forgone,  

8-17
Optimal pricing, 8-20
Optimism, budgetary, 9-9
Organizational structure, 1-5–1-7
Organization charts, 1-5
Other comprehensive income, 14-6
Outsourcing, 8-19, 8-29
Overapplied overhead, 2-22–2-24, 2-26
Overhead

actual, 11-16
allocation to cost pools, 4-8
assigning to products, 4-10
assigning to services, 4-22
departmental overhead costs report, 

10-4
manufacturing. See Manufacturing 

overhead
monthly flexible budgets (case study), 

10-11
nonmanufacturing, 4-14–4-15
overapplied, 2-22–2-24, 2-26
static budgets, 10-7
total overhead variance, 11-16, 11-17, 

11-30
underapplied, 2-22–2-24, 2-26

Overhead controllable variance, 11-17, 
11-26, 11-27–11-28, 11-30

Overhead flexible budget reports, 10-9, 
10-13

Overhead rates
activity-based, 4-9
computation, 11-7
per direct labor hour, 11-7
predetermined, 2-13–2-19, 2-26
standard predetermined, 11-7, 11-30

Motivation, 9-3
MPV (materials price variance),  

11-11–11-12, 11-30
MPV (materials price variance) report, 

11-18
MQV (materials quantity variance),  

11-11–11-13, 11-30
Music promoters, 5-22
Mutually exclusive projects, 12-14–12-15

N
NASCAR, 4-17
Negotiated transfer price, 8-14–8-18, 8-29
Net annual cash flow, 12-11
Net cash, 13-5

conversion to, 13-9, 13-12, 13-20–13-25
provided/used by operating activities, 

13-9, 13-22
Net income, 13-3, 13-5

absorption vs. variable costing and, 
6-24–6-27

conversion to cash from accrual, 13-9,  
13-20–13-25

conversion to net cash, 13-9, 13-12,  
13-20–13-25

from processing further, 7-11
reported, 13-3
target, 5-20–5-21, 5-29, 6-4
variable costing and, 6-29–6-30

Net present value (NPV), 12-6–12-11, 
12-24

computation, 12-8, 12-9, 12-11, 12-14
evaluation techniques, 12-12
Excel, 12-19
with intangible benefits, 12-12–12-13
vs. internal rate of return, 12-18
with mutually exclusive projects,  

12-14–12-15
with unequal annual cash flows, 12-8, 

12-9
Net sales, 14-11
Noncash activities, 13-4–13-5,  

13-14–13-15
Noncash current assets, 13-10–13-12
Noncash expenses, 13-9
Noncash transactions, 13-26
Noncontrollable costs, 10-16, 10-33
Noncurrent asset and liability accounts,  

13-13–13-15, 13-26
Nonfinancial measures, 11-22
Nonmanufacturing overhead costs, 

4-14–4-15
Non-recurring charges, 14-4
Non–value-added activities, 4-16, 4-17, 

4-28
Normal capacity, 11-7, 11-30
Normal standards, 11-4, 11-5, 11-30
Notes, long-term, A-13–A-15
Not-for-profit organizations, 9-25
NPV. See Net present value
NPV function (Excel), 12-19

bindsubj.indd   9 9/12/20   10:12 PM



I-10  SUBJECT INDEX

Relevant costs and revenues, 7-4, 7-6–7-8, 
7-16, 7-21

Relevant range, 5-5–5-6, 5-29
Repair, retain, or replace equipment, 

7-14–7-16
Reporting. See also specific reports

responsibility reports, 10-18–10-19,  
10-20, 10-21, 10-22–10-23, 10-25

of variances, 11-18–11-19
Required rate of return, 12-10, 12-20, 

12-24
Requisition slips. See Materials 

requisition slips
Residual income, 10-31–10-32, 10-33
Responsibility accounting, 10-14–10-24, 

10-33
corporate social responsibility, 1-20, 

11-17
in cost centers, 10-21, 10-22
in investment centers, 10-25
in profit centers, 10-22–10-23

Responsibility centers, 10-17,  
10-19–10-23

Responsibility reports, 10-18–10-19, 10-33
example system, 10-19, 10-20
monthly, 10-23

Restructuring charges, 14-4
Retained earnings

on budgeted balance sheet, 9-22
reconciling, 13-31
on statement of cash flows, 13-14,  

13-26, 13-31
Retained earnings statement, 13-3
Return on assets, 14-25–14-27, 14-34
Return on common stockholders’ equity 

(ROE), 14-24–14-25, 14-34
Return on investment (ROI),  

10-24–10-25, 10-33
in absorption-cost pricing, 8-24
computation, 10-26, 10-27, 10-30
in cost-plus priciing, 8-6–8-8
equation, 10-24
improving, 10-26–10-27
measures of inputs, 10-26
vs. residual income, 10-31
in variable-cost pricing, 8-25

Revenues
controllable, 10-16, 10-22, 10-23
improper recognition of, 14-8
noncontrollable, 10-16
relevant, 7-4, 7-21

Risk analysis, 12-15
Risk factors, 7-11
ROE (return on common stockholders’ 

equity), 14-24–14-25, 14-34
ROI. See Return on investment
Rounding, A-19

S
SaaS (software-as-a-service), 2-4
Safety

employee, 12-13

Production cost report, 3-13–3-21
definition, 3-28
FIFO method, 3-25–3-26
preparation, 3-17, 3-25–3-26

Production costs
actual, 11-9
unit, 3-15–3-16, 3-24, 3-28

Production requirements, 9-10
Product-level activities, 4-15, 4-16, 4-28
Products

allocation of activity cost pools to, 4-10
assigning overhead costs to, 4-10
cost drivers per, 4-10
joint, 7-12, 7-21
unprofitable, 7-16–7-18

Profitability
cost-volume-profit (CVP) analysis, 

5-1–5-49, 6-1–6-54
gross profit rate, 14-27, 14-34
operating leverage and, 6-17–6-18
people, planet, and profit insights, 1-20, 

3-12, 5-5, 6-18, 11-17, 12-15
target costs and, 8-4
unprofitable segments or products, 

7-16–7-18
Profitability index, 12-14–12-15, 12-24
Profitability ratios, 14-16–14-17, 14-20, 

14-24–14-29, 14-34
Profit centers, 10-21, 10-22–10-23, 10-33
Profit margin, 14-26, 14-34
Pro forma income, 14-7–14-8, 14-34
Pull approach, 4-25
Purchases

computation, 13-23
merchandise purchases budget, 9-23, 

9-24, 9-29
Push approach, 4-24

Q
Qualitative factors, 7-5, 7-9
Quality of earnings, 14-7–14-8, 14-34
Quality of reported net income, 13-3
Quantity variances, 11-10

R
Rate of return

annual, 12-20–12-21, 12-24
internal, 12-17–12-19, 12-24,  

A-20–A-21
minimum, 10-31
required, 12-10, 12-20, 12-24

Ratio(s), 14-15, 14-34
Ratio analysis, 14-15–14-30, 14-34
Raw materials, 1-8

accumulating costs of, 2-6
assigning costs of, 2-8–2-10
stockpiling, 9-12

Raw materials inventory, 1-12, 2-5, 9-22
Receivables. See Accounts receivable
Reconciling items, 13-30–13-31
Regional banks, 11-20
Regression analysis, 5-24–5-27, 5-29

of long-term notes, A-13–A-15
net present value (NPV), 12-6–12-11, 

12-24
of single amounts, A-9–A-11
of single sums, A-19
time periods, A-13

Price-earnings (P-E) ratio, 14-28, 14-34
Price standards

direct labor price standard, 11-6, 11-30
direct materials price standard, 11-5, 

11-30
Price takers, 8-3
Price variances, 11-10

labor price variance (LPV), 11-14, 11-15, 
11-30

materials price variance (MPV), 11-
11–11-12, 11-30

materials price variance (MPV) report, 
11-18

Pricing, 8-1–8-50
absorption-cost, 8-22, 8-23–8-24, 8-29
big data, 8-20
cost considerations, 8-3
cost-plus, 8-5–8-7, 8-29
environmental factors, 8-3
factors that affect, 8-3
full-cost, 8-22, 8-29
objectives, 8-3
optimal, 8-20
target costs and, 8-4
target selling prices, 8-6, 8-29
time-and-material, 8-10–8-13, 8-29
transfer prices, 8-13–8-21, 8-29
variable-cost, 8-8–8-9, 8-22, 8-24–8-26, 

8-29
Principal, A-2
Process costing, 3-1–3-48

assigning manufacturing costs, 3-7–3-9
cost flows, 3-4, 3-6–3-7
equivalent units, 3-9–3-12
physical unit cost flow, 3-14, 3-21–3-23
for service companies, 3-4
transfer to cost of goods sold, 3-9
transfer to finished goods, 3-8
transfer to next department, 3-8

Process cost systems, 2-3
applications, 3-3–3-4
definition, 2-26, 3-28
vs. job order cost systems, 3-4–3-6
overview, 3-3–3-6

Process further, 7-11–7-14
Product costs, 1-9, 1-25. See also 

Manufacturing costs
data analysis, 7-8
unit, 4-11

Production
direct materials units required for, 9-11
equivalent units of, 3-10
make-or-buy decisions, 7-8–7-10
sell-or-process further decisions,  

7-11–7-14
Production budget, 9-10, 9-29
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Subsidiary ledgers, 2-8
Sunk costs, 7-4, 7-21
Suppliers

cash payments to, 13-23–13-24
dependable, 4-25

Sustainable income, 14-3–14-7, 14-34

T
T-accounts, 13-32–13-34
Target costs, 8-3–8-5, 8-29
Target net income, 5-20–5-21, 5-29, 6-4
Target price, 8-23, 8-25
Target selling price, 8-6, 8-29
Taxes

after-tax contribution margin, 8-27
income taxes payable, 13-12, 13-25, 

13-31
Technology, 11-16, 12-9
Telecommunications companies, 1-17, 

12-9
Theory of constraints, 1-18, 1-25, 6-32
Time-and-material pricing, 8-10–8-13, 

8-29
Time periods

average collection period, 14-21, 14-34
budget period, 9-4
cash payback period, 12-5
compounding, A-19
and discounting, A-13
number of, A-18

Times interest earned, 14-23–14-24, 14-34
Time tickets, 2-10, 2-11, 2-26
Time value of money, A-1–A-25
TLV (total labor variance), 11-13, 11-14, 

11-30
TMV (total materials variance), 11-10, 

11-11, 11-30
Top-down approach, 9-6
Total amount, standard, 11-4
Total budgeted costs, 10-11
Total contribution margin, 6-14
Total conversion costs, 3-15
Total cost of work in process, 1-14, 1-25
Total direct labor cost, 9-14
Total direct labor variance, 11-14
Total fixed costs, 5-4, 5-6
Total labor variance (TLV), 11-13, 11-14, 

11-30
Total manufacturing costs, 1-10, 1-25, 

3-16
Total materials costs, 3-15
Total materials variance (TMV), 11-10, 

11-11, 11-30
Total overhead variance, 11-16, 11-17, 

11-30
Total quality control systems, 4-26
Total quality management (TQM), 1-10, 

1-17–1-18, 1-25
Total standard cost per unit, 11-7–11-8
Total unit cost, 9-16
Total units (costs) accounted for, 3-14, 

3-28

Staff positions, 1-6, 1-25
Standard activity index, 11-7
Standard cost accounting, 11-24
Standard cost accounting system, 11-

24–11-26, 11-30
Standard costs, 11-1

advantages, 11-3
vs. budgets, 11-4
case study, 11-5–11-8
direct labor, 11-7
direct materials, 11-6
overview, 11-3–11-8
setting, 11-4–11-8
total per unit, 11-7–11-8

Standard direct labor hours, 11-27
Standard hours allowed, 11-16, 11-30
Standard predetermined overhead rates, 

11-7, 11-30
Standards

cost, 11-1–11-8
direct labor price, 11-6, 11-30
direct labor quantity, 11-6, 11-30
direct labor rate, 11-6
direct materials price, 11-5, 11-30
direct materials quantity, 11-5–11-6
ideal, 11-4, 11-30
manufacturing overhead cost, 11-7
normal, 11-4, 11-5, 11-30
Open Standards Benchmarking 

Collaborative, 11-5
Statement of cash flows, 13-3, 13-36

analyzing, 13-17–13-19
vs. balance sheet, 13-15
direct method, 13-7, 13-20–13-27, 13-36
example, 13-14–13-15, 13-26–13-27, 

14-19
example worksheet, 13-32
format, 13-5–13-6
free cash flows, 13-17–13-19
indirect method, 13-6–13-17, 13-36
indirect method worksheet, 13-27–13-32
operating activities section, 13-25
preparation, 13-6–13-17
sources of information, 13-6–13-7
T-account approach, 13-32–13-34
usefulness, 13-3
worksheet, 13-27–13-32

Statement of comprehensive income, 
14-5, 14-6

Statement of Ethical Professional Practice 
(IMA), 1-19

Static budget reports, 10-4–10-6
Static budgets, 10-4, 10-33
Stock, common, 9-22, 13-14, 13-26, 13-31, 

14-27
Stock dividends, 14-28
Stockholders’ equity

accounts, 13-13–13-15, 13-26
balance sheet section, 14-5
return on common stockholders’ equity 

(ROE), 14-24–14-25, 14-34
Stockpiling, 9-12

margin of, 5-21–5-22, 5-29, 6-4–6-5, 6-17
Salaries and wages payable, 13-10
Sales

break-even, 6-5, 6-7–6-11
horizontal analysis of, 14-11
net, 14-11
ROI by increase in, 10-26
in units, 6-5, 6-8–6-9

Sales budget, 9-8–9-9, 9-29
Sales budget reports, 10-5
Sales dollars, 5-18, 6-4
Sales forecast, 9-5, 9-29
Sales mix, 6-32

and break-even sales, 6-7–6-11
with limited resources, 6-13–6-14
as percentage of units sold, 6-8
per unit data, 6-8

Sales report, 10-4
Sales units, 5-17–5-18, 6-3, 6-9
Sarbanes-Oxley Act (SOX), 1-19, 1-25
Scatter function (Excel), 5-27
Scatter plots, 5-27
Scrap report, 10-4
Securities

available-for-sale, 14-5, 14-34
trading, 14-5, 14-34

Securities and Exchange Commission 
(SEC), 14-18

Segments, 10-15, 10-33
Selling and administrative expense 

budget, 9-15–9-16, 9-29
Selling and administrative expenses, 10-6
Selling expenses report, 10-4
Selling price

computation, 8-7, 8-8
target, 8-6, 8-29

Sell-or-process further decisions,  
7-11–7-14

Sensitivity (“what if”) analyses,  
9-22–9-23, 12-15, 12-24

Service companies
activity-based costing, 4-20–4-24
budgeting, 9-24–9-25
direct labor budget, 9-24–9-25
ethics for, 1-17
insights, 1-11, 2-20, 4-22, 5-18, 5-22, 7-5, 

7-18, 8-5, 8-12, 9-9, 9-25, 10-10, 11-22
job order costing, 2-19–2-20
process costing, 3-4
traditional costing, 4-20–4-21
trends, 1-16–1-17

Significant components: disposal of, 14-3
Significant noncash activities, 13-4–13-5
Simple interest, A-2, A-3, A-23
Slope function (Excel), 5-26
Social responsibility, corporate, 1-20, 

1-24, 11-17
Software-as-a-service (SaaS), 2-4
Solar power, 6-18
Solvency ratios, 14-16–14-17,  

14-20–14-24, 14-34
Special orders, 7-6–7-8, 8-17
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overhead volume, 11-17, 11-26, 11-28, 
11-30

price, 11-10
quantity, 11-10
reporting, 11-18–11-19
total, 11-9
total labor variance (TLV), 11-13, 11-14, 

11-30
total materials variance (TMV), 11-10, 

11-11, 11-30
total overhead, 11-16, 11-17, 11-30
unfavorable, 11-9

Verification, internal, 13-13
Vertical analysis, 14-12–14-14, 14-34
Virtual companies, 8-19
Visualizations, data, 1-21. See also 

Graphic presentation
Volume

cost-volume-profit (CVP) analysis, 
5-11–5-27, 6-1–6-54

overhead volume variances, 11-17,  
11-26, 11-28, 11-30

W
Wages payable, 13-10
Waterways Corporation case, 1-43–1-44, 

2-42, 3-46, 4-49, 5-46, 6-51, 7-38, 
8-45, 9-48, 10-52, 11-47, 12-37, 13-57

Weighted-average contribution margin 
ratio, 6-11

Weighted-average method, 3-10
advantages, 3-26–3-27
break-even analysis, 6-8, 6-9, 6-10
definition, 3-28
refinements, 3-10–3-12

Weighted-average unit contribution 
margin, 6-8, 6-9

“What if” (sensitivity) analyses,  
9-22–9-23, 12-15, 12-24

Work force, 4-25. See also Labor
Working capital, 14-20
Work in process inventory, 1-12,  

2-5, 2-8
agreement with job cost sheets, 2-16
beginning, 1-14, 3-21
definition, 1-10, 1-25
ending, 1-14, 3-21

Worksheets
format, 13-28
guidelines for preparing,  

13-27–13-28
indirect method, 13-27–13-32
preparation, 13-28–13-31

WorldScope, 14-18

Y
Year-end balance, 2-23–2-24

Z
Zero-based budgeting, 9-21, 10-18

target net income in, 6-4
total standard cost per, 11-7–11-8
transferred, 8-17

Units forgone, 8-17
Units started and completed, 3-21
Unit variable costs, 5-4, 5-8, 8-6, 8-25, 

10-8
Unprofitable segments or products,  

7-16–7-18
Unrealized loss, 14-4
Unusual items, 14-3

V
Valuation

future value, A-3–A-8, A-18, A-20, A-23
net present value (NPV), 12-6–12-11, 

12-24
of operating assets, 10-26
time value of money, A-1–A-25

Value-added activities, 4-16, 4-28
Value chain, 1-10, 1-17–1-18, 1-25
Variable cost(s), 5-3–5-4, 6-21–6-32, 

8-16–8-17
10% decrease, 10-26–10-27
budgeted, 10-9
definition, 5-29, 8-16
in flexible budgets, 10-10
importance of identifying, 5-10
per direct labor hour, 10-10
total, 5-4
unit, 5-4, 5-8, 8-6, 8-25, 10-8

Variable costing, 6-21–6-31, 6-32
vs. absorption costing, 6-21–6-23, 

6-30–6-31
advantages, 6-30–6-31
example, 6-23
net income effects, 6-24–6-27, 

 6-29–6-30
Variable costing income statement, 6-23, 

6-25, 6-26, 6-27, 6-28, 6-29
Variable-cost pricing, 8-8–8-9, 8-22, 

8-24–8-26, 8-29
Variable cost ratio, 5-15, 5-29
Variances, 11-8, 11-30

analyzing, 11-8–11-10
cost accounts with, 11-26
direct labor, 11-13–11-15
direct materials, 11-8–11-13
favorable, 11-9
income statement presentation, 11-19
labor price variance (LPV), 11-14, 11-15, 

11-30
labor quantity variance (LQV), 11-14, 

11-15, 11-30
manufacturing overhead, 11-16–11-17
materials, 11-10
materials price variance (MPV), 11-11, 

11-12, 11-18, 11-30
materials quantity variance (MQV),  

11-11, 11-12–11-13, 11-30
overhead controllable, 11-17, 11-26,  

11-27–11-28, 11-30

Total units (costs) to be accounted for, 
3-14, 3-28

Total variable costs, 5-4, 5-6
Total variance, 11-9
TQM (total quality management), 1-10, 

1-17–1-18, 1-25
Trading on the equity, 14-25–14-26, 14-34
Trading securities, 14-5, 14-34
Traditional costing, 4-20–4-21, 4-22
Traditional costing systems, 4-3–4-4
Transfer prices, 8-13–8-21, 8-29

alternative, 8-27
approaches to, 8-14
cost-based, 8-18–8-19, 8-29
with excess capacity, 8-16
market-based, 8-19, 8-29
minimum, 8-15, 8-16
negotiated, 8-14–8-18, 8-29
with no excess capacity, 8-15
objective, 8-14
outsourcing and, 8-19

Transfers
to cost of goods sold, 3-9
between divisions in different countries, 

8-20, 8-26–8-27
to finished goods, 3-8
to next department, 3-8

Treasurer, 1-6, 1-10, 1-25
Trend analysis, 14-10. See also Horizontal 

analysis
Triple bottom line, 1-10, 1-20, 1-25
Turnover

accounts receivable, 14-20–14-21, 14-34
asset, 14-26–14-27, 14-34
inventory, 14-21–14-22, 14-34

U
Underapplied overhead, 2-22–2-24, 2-26
Under budget, 10-9
Underestimating costs, 2-16
Unfavorable variances, 11-9
Unit amount, standard, 11-4
Unit contribution margin, 5-13–5-14, 

5-17–5-18, 5-29
with alternative transfer prices, 8-27
with cost-based transfer prices, 8-18
with limited resources, 6-13
with negotiated transfer prices, 8-15
weighted-average, 6-8, 6-9

Unit conversion costs, 3-16
Unit costs

comparison, 4-10–4-11
fixed, 5-4, 8-6, 8-8
total, 9-16

Unit-level activities, 4-15, 4-16, 4-28
Unit manufacturing costs, 8-23
Unit materials costs, 3-15
Unit product costs, 4-11
Unit production costs, 3-15–3-16, 3-24, 3-28
Units

break-even sales in, 6-5, 6-8–6-9
required production, 9-10
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