
I-3

ASPE (Accounting Standards for  
Private Enterprises), 11-9

assets
current, 2-18
operating, 11-25, 11-27

audits
internal audit staff, 1-7
post-audits, 13-16–13-17, 13-24,  

13-26
authorization, 10-23, 13-3
automation, 2-7
automobile industry, 7-10, 12-24
average investment, 13-21
awareness, management, 10-3

B
balance sheet, 2-17–2-18

budgeted balance sheet, 10-19–10-20, 
10-27

current assets section, 2-18
balanced scorecard, 1-15–1-16, 1-18,  

12-24–12-27, 12-34
adaptations, 12-2
flow of influence, 12-25

banks, 12-24
batch-level activities, 5-14, 5-15, 5-24
Baxter (robot), 2-7
beginning work in process inventory, 

2-19
behaviour, human, 10-5–10-6
behaviour analysis. See cost behaviour 

analysis
behavioural analytics, 1-16
behavioural principles, 11-17
benchmarks, 5-17
big data, 1-16, 5-18, 6-20, 10-15–10-16

software, 9-27
board of directors, 1-6, 1-18
book value, 7-15
bottom line, triple, 1-10, 1-19
bottom-to-top approach, 10-5
break-even analysis, 6-8–6-11

contribution margin techniques, 6-9
mathematical equation, 6-8–6-9

break-even point, 6-8, 6-29
calculation, 6-8, 6-23, 6-27
cost structure and, 6-23–6-24
in dollars, 6-21
equations, 6-8, 6-9
in sales dollars, 6-9
in sales units, 6-8
in units, 6-19

assigning overhead costs to products, 
5-9

benefits, 5-12–5-18, 5-24
definition, 1-18, 5-24
evaluation of, 5-11
example, 5-20–5-21
and incremental analysis, 7-5–7-6
key concepts, 5-5
limitations, 5-12–5-18
for manufacturers, 5-7–5-12
reasons for using, 7-5–7-6
for service companies, 5-19–5-23
steps, 5-5, 5-23
vs. traditional costing, 5-10, 5-21
when to use, 5-17–5-18

activity-based management (ABM), 
5-2, 5-14, 5-17, 5-24

activity-based overhead rates, 5-8–5-9
activity cost pools, 5-5, 5-10, 5-24
activity flowcharts, 5-15–5-16
activity index, 2-9, 2-30, 11-9, 11-10

standard, 12-7
actual costing system, 3-15, 3-16, 3-30
administrative expenses. See selling 

and administrative expenses
AICPA (American Institute of Certified 

Public Accountants), 1-16–1-17
airline industry, 13-14–13-15
airports, 12-25
American Institute of Certified Public 

Accountants (AICPA), 1-16–1-17
analysis

behavioural analytics, 1-16
break-even, 6-8–6-11
cost behaviour, 2-8–2-13, 2-30
cost-volume-profit (CVP), 6-1–6-54
data analytics, 1-16, 1-19, 6-15
data analytics insights, 1-16, 2-21, 3-8, 

4-9, 5-18, 6-20, 9-27, 10-15–10-16, 
11-13, 12-16, 13-22

differential, 7-4
incremental, 7-1–7-52
regression, 2-22–2-28, 2-30
risk, 13-16

annual budgets, 10-6, 11-4
annual cash flow, 13-5, 13-12

equal, 13-9
unequal, 13-6–13-7, 13-9–13-10

annual rate of return, 13-20–13-22, 13-26
annuity(-ies)

future value of, 13-49
present value of, 13-50

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

5-2, 5-14, 5-17, 5-24
absorption cost-plus pricing, 9-8–9-11, 

9-31
absorption costing, 8-3, 8-25

decision-making concerns, 8-11–8-13
illustration, 8-4, 8-17
income effects, 8-10
income statements, 8-4, 8-7, 8-8, 8-9, 

8-12, 8-17
markup percentage calculation, 9-9
net income under, 8-10
normal-absorption costing, 8-16–8-17
proof of 20% ROI, 9-10
vs. variable costing, 8-3–8-5

accountability, 3-10
accounting

and budgeting, 10-3
cost, 3-3–3-5, 3-30
financial, 1-4
job-order cost, 3-1–3-54
managerial, 1-1–1-26, 12-27
process cost, 4-1–4-59
responsibility, 11-14–11-23, 11-34
standard cost, 12-27–12-30

accounting organizations, 1-16–1-17
Accounting Standards for Private  

Enterprises (ASPE), 11-9
accounts payable, 10-20
accounts receivable, 10-20
activity(-ies), 5-5, 5-24

batch-level, 5-14, 5-15, 5-24
classification of, 5-8
coordination of, 10-3
examples, 5-6
facility-level, 5-14, 5-15, 5-24
hierarchy of, 5-15
identification of, 5-8
non–value-added, 5-15, 5-16, 5-24
operating, 5-15
product-level, 5-14, 5-15, 5-24
types of, 5-14, 5-15
unit-level, 5-14, 5-15, 5-24
value-added, 5-15, 5-24

activity base, 3-15, 3-30
activity-based costing (ABC), 1-14, 

5-1–5-55
allocating overhead to cost pools, 5-8
assigning nonmanufacturing  

overhead costs, 5-13–5-14

Subject Index
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I-4  SUBJECT  IN DE X

IFRS notes, 13-21
internal rate of return method,  

13-18–13-20, 13-26
net present value method, 13-7–13-12, 

13-26
post-audit, 13-16–13-17, 13-26
typical cash flows, 13-4
with unequal annual cash flows,  

13-9–13-10
capital expenditure budget, 10-7
capital expenditures, 13-4
capital investments: planning for,  

13-1–13-50
capital spending, 13-4
careers, professional accounting, 

1-16–1-17
cash: in budgeted balance sheet, 10-20
cash budget, 10-7, 10-17–10-19, 10-27
cash disbursements (cash budget), 

10-17
cash flow(s)

assumptions, 13-11
capital budgeting, 13-4
discounted, 13-7–13-8, 13-20, 13-26
equal, 13-9
even, 13-18
net annual, 13-5
unequal, 13-6–13-7, 13-9–13-10

cash flow information, 13-4–13-5
cash payback, 13-5–13-7, 13-26
cash payback period, 13-5, 13-6
cash receipts section (cash budget), 

10-17
casinos, 6-20, 10-23
CEO (chief executive officer), 1-7, 1-18
Certified General Accountants (CGA), 

1-16
Certified Management Accountants 

(CMA), 1-16
CFO (chief financial officer), 1-7, 1-19
CGA (Certified General Accountants), 

1-16
CGMA, 1-17
charges

hourly time rate, 9-15
job, 9-16
material loading, 9-15, 9-31

Chartered Accountants (CA), 1-16
Chartered Institute of Management 

Accountants (CIMA), 1-17
Chartered Professional Accountants 

of Canada (CPA Canada), 1-10, 
1-16–1-17

chemicals industry, 12-24
chief executive officer (CEO), 1-7, 1-18
chief financial officer (CFO), 1-7, 1-19
CIM (computer-integrated 

manufacturing), 1-13

for housing costs, 11-29
and human behaviour, 10-5–10-6
vs. long-range planning, 10-6–10-7
for nonmanufacturing companies,  

10-21–10-24
for not-for-profit organizations, 

10-23
participative, 10-5–10-6, 10-27
personal, 10-24
process, 10-4
total budgeted costs, 11-11

buildings and equipment, 7-15–7-16, 
10-20

burden. See manufacturing overhead
business environment, 9-3
business ethics, 1-8–1-10
business insights, 1-8, 1-14, 2-7, 2-10, 

2-16, 3-4–3-5, 3-10, 3-22, 4-6, 4-13, 
5-16, 6-5, 6-15, 7-3–7-4, 7-10,  
8-5–8-6, 8-14, 9-4, 9-10, 10-6,  
10-23, 11-4, 12-4, 12-25, 13-14–13-15

C
CA (Chartered Accountants), 1-16
Canada

accounting organizations, 1-16–1-17
professional accounting careers, 

1-16–1-17
Canada Revenue Agency (CRA), 9-27
Canadian Institute for Health 

Information (CIHI), 12-27
Canadian Public Accountability Board 

(CPAB), 1-9
Canadian Radio-television and 

Telecommunications Commission 
(CRTC), 5-16

Canadian Securities Administrators, 
1-9

capacity, normal, 12-7, 12-34
capital: cost of, 13-10, 13-26
capital budgeting, 13-1, 13-26

annual rate of return method,  
13-20–13-22, 13-26

approaches to avoid rejecting projects 
that should be accepted, 13-13

authorization process, 13-3
cash flow information for, 13-4–13-5
cash payback technique, 13-5–13-7, 

13-26
challenges and refinements,  

13-13–13-17
choosing discount rates, 13-10
corporate, 13-3
discounted cash flow techniques,  

13-7–13-8, 13-20, 13-26
with equal annual cash flows, 13-9
evaluation process, 13-3
Excel, 13-20

break-even sales, 6-18–6-22, 6-28
in dollars, 6-20–6-21
in units, 6-16, 6-18–6-20

British Columbia, 1-9
budget(s)

annual, 10-6, 11-4
capital expenditure, 10-7
cash, 10-7, 10-17–10-19, 10-27
definition, 10-3, 10-27
departmentalized, 10-22
direct labour, 10-7, 10-13, 10-22, 10-27
direct materials, 10-7, 10-10–10-12, 

10-27
financial, 10-7, 10-16, 10-27
flexible, 11-7–11-12, 11-33, 11-34
manufacturing overhead, 10-7,  

10-14–10-15, 10-27
master, 10-7, 10-8, 10-27
merchandise purchases, 10-21, 10-22,  

10-27
municipal government, 10-23
operating, 10-7, 10-27
personal, 10-24
production, 10-7, 10-9–10-10, 10-27
sales, 10-7, 10-8–10-9, 10-27
selling and administrative expense, 

10-7, 10-14, 10-27
vs. standard costs, 12-4
static, 11-4, 11-7, 11-8, 11-34
total variable overhead budget 

variance (TVOHBV), 12-17–12-19
budget committee, 10-4, 10-27
budget period, 10-4
budget reports, 11-3

flexible, 11-12–11-13
static, 11-4–11-6, 11-33

budget variances, 11-5, 11-9
fixed overhead spending variance 

(FOHSV), 12-19, 12-34
total variable overhead budget 

variance (TVOHBV), 12-21
variable overhead budget variances, 

12-18
budgetary control, 11-3–11-4, 11-33, 

11-34
budgetary planning, 10-1–10-53
budgetary slack, 10-5, 10-27
budgeted balance sheet, 10-19–10-20, 

10-27
budgeted income statement, 10-15, 

10-27
budgeting

and accounting, 10-3
benefits of, 10-3, 10-26
bottom-to-top approach, 10-5
capital, 13-1, 13-3, 13-26
effective, 10-3–10-7, 10-26
essentials, 10-3–10-7, 10-26
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CIMA (Chartered Institute of 
Management Accountants), 1-17

cloud services, 3-8
CMA (Certified Management 

Accountants), 1-16
Code of Ethical Standards, 1-9–1-10
collections from customers, 10-17–10-18
common shares, 10-20
company segments, 11-15
comparative rankings, 11-19–11-20
complexity teams, 3-4–3-5
computer-integrated manufacturing 

(CIM), 1-13
computer systems, 12-24
constraints theory, 1-14, 1-19, 7-20
continuous improvement, 5-16
contribution margin (CM), 6-3, 6-5, 6-29

after-tax, under different transfer 
prices, 9-26

in break-even analysis, 6-9
and target operating income, 6-14
throughput, 8-20–8-21, 8-25
total, 7-19
per unit, 6-5–6-6, 6-29
per unit, under different transfer 

prices, 9-26
per unit of limited resource, 7-19
in units, 6-9
weighted-average, 6-21
weighted-average unit, 6-19

contribution margin (CM) ratio, 6-6–6-7, 
6-9, 6-23, 6-29

control, budgetary, 11-3–11-4, 11-33, 
11-34

control accounts, 3-10
controllability, 11-16
controllable costs, 11-15, 11-23, 11-34
controllable margin, 11-22, 11-23, 11-34

improving ROI by increasing,  
11-26–11-27

controller, 1-7, 1-19
controlling, 1-5
conversion costs, 2-5, 2-30, 4-12, 4-25, 

4-32
equivalent units for, 4-24
total, 4-16
unit, 4-16

coordination of activities, 10-3
corporate social responsibility, 1-10, 1-19
cost(s), 2-3, 2-30

absorption costing, 8-3, 8-17, 8-25
activity-based costing (ABC), 1-14, 

5-1–5-55
actual, 3-15, 3-16, 12-9
assigning to finished goods, 3-19
capital, 13-10, 13-26
controllable, 11-15, 11-34
conversion, 2-5, 4-12, 4-24, 4-25, 4-32

direct labour, 10-13
direct materials purchases, 10-11
factory labour, 3-7, 3-12–3-14, 4-8
fixed. See fixed costs
health care, 12-27
high-low method of classifying, 

2-13–2-17
housing, 11-29
inventoriable, 2-5
inventory costing, 8-1–8-49, 12-23
job-order systems, 3-3
joint, 7-13, 7-23
labour, 2-7
maintenance, 2-15
managerial concepts, 2-3–2-8
manufacturing. See manufacturing 

costs
marketing, 3-10
materials, 4-8
mixed, 2-12–2-17, 2-30
noncontrollable, 11-16, 11-34
normal, 3-16
normal-absorption costing, 8-16–8-17
operations costing, 4-5–4-6, 4-32
opportunity, 7-5, 7-9–7-10, 7-23, 9-23
overhead, 3-7–3-8, 5-9, 5-13–5-14
period, 2-5, 2-30, 6-4
pricing considerations, 9-3
prime, 2-4, 2-30
product, 2-5, 2-30, 5-10, 6-4
production, 12-9
and quality, 12-27
raw materials, 3-6–3-7, 3-10–3-11
relevant, 7-5, 7-7, 7-16, 7-23
selling, 3-10
standard, 12-3–12-8, 12-34
sunk, 7-5, 7-15, 7-23
super-variable costing, 8-19
target, 9-31
target costing, 1-15, 9-2–9-5
throughput costing, 8-19–8-22, 8-25
total budgeted, 11-11
total unit, 10-15
traditional, 5-3–5-4, 5-19–5-20
traditional systems, 5-3–5-4
transaction, 5-16
transfer prices based on, 9-24–9-25, 

9-31
transfer to cost of goods sold, 4-9
transfer to finished goods, 4-9
transfer to next department, 4-9
transferred-in, 4-19, 4-32
unit product, 5-10
variable, 2-9, 2-11–2-14, 2-30, 6-4, 

9-22–9-23, 11-8
variable costing, 8-3, 8-25

cost accounting, 3-3, 3-30
job-order, 3-1–3-54

with variances, 12-30
cost accounting systems, 3-3–3-5, 3-30
cost behaviour analysis, 2-8–2-13, 2-30
cost centres, 11-20, 11-21, 11-34
cost control, 5-14–5-16
cost drivers, 4-8–4-9, 5-5, 5-8, 5-24

examples, 5-6, 5-15
per product, 5-9

cost objects, 2-3, 2-30
cost of goods manufactured, 2-18–2-20, 

2-30
cost of goods manufactured schedule,  

2-20–2-21, 3-24
cost of goods purchased, 2-18, 2-30
cost of goods sold, 3-20

adjusting for, 3-25
components, 2-19
income statement section, 2-19
transfer to, 4-9

cost of goods sold method, 3-25
cost of work in process, total, 2-20, 2-30
cost pools, 5-8, 5-12–5-13
cost reconciliation schedule, 4-17, 

4-25–4-26, 4-32
cost structure, 6-22, 6-29

and break-even point, 6-23–6-24
and contribution margin ratio, 6-23
and margin of safety ratio, 6-24
and operating leverage, 6-24–6-25
and profitability, 6-23–6-25

cost-volume-profit (CVP) analysis, 6-3, 
6-29

basic components, 6-3, 6-27
break-even analysis, 6-8–6-11
and business environment changes,  

6-16–6-18
contribution margin techniques, 6-9, 

6-12, 6-14
and data analytics, 6-15

cost-volume-profit (CVP) graph, 
6-10–6-11, 6-12–6-13, 6-29

cost-volume-profit (CVP) income 
statement, 6-3–6-5, 6-29

comparative statements, 6-7
examples, 6-6

CPA Canada (Chartered Professional 
Accountants of Canada), 1-10, 
1-16–1-17

CPAB (Canadian Public Accountability 
Board), 1-9

current assets, 2-18
Current Designs case, 1-24, 2-54, 3-52, 

4-58, 5-52–5-53, 6-52, 7-49, 8-48, 9-57, 
10-52, 11-61, 12-58–12-59, 13-44

customer collections, 10-17–10-18
customer perspective, 12-25, 12-34

adaptations, 12-2
example objectives, 12-26
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cut-off rate, 13-10
CVP (cost-volume-profit) analysis, 

6-1–6-54

D
data analytics, 1-16, 1-19

CVP analysis and, 6-15
insights, 1-16, 2-21, 3-8, 4-9, 5-18, 

6-20, 9-27, 10-15–10-16, 11-13,  
12-16, 13-22

software, 9-27
data visualizations, 1-16, 1-19. See also 

graphic presentation
decentralization, 11-15, 11-34
decision-making, 1-17, 5-16–5-17, 7-3

absorption costing and, 8-11–8-13
alternative inventory costing 

methods, 8-1–8-49
annual rate of return, 13-21
capital budgeting, 13-3, 13-5
to eliminate unprofitable segments or 

products, 7-16–7-18
incremental analysis approach, 7-4–7-6
internal rate of return (IRR), 13-19
make or buy, 7-8–7-10
management process, 7-3, 7-22
net present value (NPV), 13-8
pricing, 9-1–9-59
qualitative factors, 7-5
to retain or replace equipment, 

7-15–7-16
to sell or process further, 7-11–7-14
variable costing and, 8-11–8-13

degree of operating leverage, 6-24–6-25, 
6-29

demand, 9-3
departmental overhead costs report, 

11-4
departmentalized budgets, 10-22
departments, 11-15
depreciation, accumulated, 10-20
differential analysis, 7-4
direct fixed costs, 11-22, 11-34
direct labour, 2-4, 2-30, 11-10

posting, 3-14
standard costs, 12-6–12-7

direct labour budget, 10-7, 10-13, 10-22, 
10-27

direct labour cost, 10-13
direct labour efficiency standard, 12-7
direct labour price standard, 12-6, 12-34
direct labour quantity standard, 12-6, 

12-34
direct labour rate standard, 12-6
direct labour variances, 12-13–12-15, 

12-33
direct materials, 2-3–2-4, 2-30, 12-5–12-6

costs, 10-11

payments for, 10-18
posting, 3-12
quantity standard, 12-5–12-6
units to be purchased, 10-10

direct materials budget, 10-7, 10-10–10-12, 
10-27

direct materials price standard, 12-5
direct materials quantity standard,  

12-5–12-6, 12-34
direct materials variances, 12-8–12-13, 

12-33
directing, 1-5
discount rates, 13-10, 13-26
discounted cash flow techniques,  

13-7–13-8, 13-20, 13-26
divisions, 11-15
documentation

internal control principle, 3-10
prenumbering, 3-10

dollars, sales, 6-9
Drake, 6-15
dry leasing, 13-14–13-15
Dunlap, Albert “Chainsaw,” 7-5
dynamic pricing, 9-27

E
early warning systems, 10-3
earnings, retained, 10-20
economic value added (EVA), 11-30, 

11-34
employee trackers, 2-21
ending work in process inventory, 2-20, 

2-30
enterprise resource planning (ERP) 

software systems, 1-13, 1-19
environmental goals, 12-25
equal annual cash flows, 13-9
equipment, 7-15–7-16, 10-20
equivalent units of production, 4-10–4-13

calculation, 4-12, 4-15, 4-24
for conversion costs, 4-12, 4-24, 4-25
definition, 4-32
equation, 4-11
FIFO method, 4-21–4-28
for materials, 4-12, 4-24
sequential process setting, 4-18–4-20
weighted-average method, 4-11, 

4-27–4-28
weighted-average method 

refinements, 4-11–4-13
ERP (enterprise resource planning) 

software systems, 1-13, 1-19
ethics

business, 1-8–1-10
Code of Ethical Standards, 1-9–1-10
and determining equivalent units, 

4-12
and standards, 12-5

EVA (economic value added), 11-30, 
11-34

Excel
capital budgeting calculations, 13-20
Intercept function, 2-24
IRR function, 13-20
NPV function, 13-20
scatter graph plots, 2-25
Slope function, 2-24

excellence: commitment to, 12-2
exception: management by, 11-16–11-17, 

11-34
exception guidelines, 11-16
excess capacity, 9-19–9-20, 9-22
expenses

capital expenditures, 13-4
personal spending, 10-24
selling and administrative, 10-14,  

10-27, 11-9

F
facility-level activities, 5-14, 5-15, 5-24
factory labour costs

accumulation, 3-7
assignment, 3-12–3-14, 4-8

factory overhead. See manufacturing  
overhead

fair value measurement, 11-25
fashion retailers, 2-16
favourable variances, 12-9
FIFO (first-in, first-out) method, 

4-21–4-28
financial accounting, 1-4
financial budgets, 10-7, 10-16, 10-27
financial institutions, 1-10
financial performance measures, 11-22
financial perspective, 12-25, 12-34

adaptations, 12-2
example objectives, 12-26

financial statements, 1-1. See also 
specific statements

cash budget section, 10-17
manufacturing costs in, 2-17–2-22

finished goods
assigning costs to, 3-19
transferring costs to, 4-9

finished goods inventory, 2-18, 3-6, 
10-20

finished goods record, 3-19
first-in, first-out (FIFO) method,  

4-21–4-28, 4-32
fixed costs, 2-9–2-10, 2-30, 6-4

calculation, 2-15
controllable, 11-23
direct, 11-22, 11-34
in flexible budget, 11-10
high-low method, 2-15
improving ROI by decreasing, 11-27
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decision-making approach, 7-4–7-6
to eliminate unprofitable segments or 

products, 7-16–7-18
to make or buy, 7-8–7-10
multiple-product case, 7-12–7-14
with opportunity costs, 7-9–7-10
qualitative factors, 7-5
to retain or replace equipment, 7-15–7-16
to sell or process further, 7-11–7-14
single-column format, 7-9, 7-10
single-product case, 7-12
of special orders, 7-7–7-8
types of, 7-6

indirect fixed costs, 11-22, 11-34
indirect labour, 2-4, 2-30
indirect manufacturing costs.  

See manufacturing overhead
indirect materials, 2-4, 2-30
Institute of Management Accountants 

(IMA), 1-10
intangible benefits, 13-13–13-15
interest rates

discount, 13-10, 13-26
variable-rate mortgage, 13-23

internal audit staff, 1-7
internal control principle, 3-10
internal process perspective, 12-25, 12-34

adaptations, 12-2
example objectives, 12-26

internal rate of return (IRR), 13-18–13-20, 
13-26

internal reports, 11-15
internal sales, 9-17–9-28
International Financial Reporting 

Standards (IFRS) notes. See IFRS 
notes

inventoriable costs, 2-5
inventory

beginning work in process, 2-19
ending work in process, 2-20, 2-30
finished goods, 2-18, 3-6, 10-20
just-in-time (JIT), 1-13, 1-19
raw materials, 2-18, 3-6, 10-20
work in process, 2-18, 3-6, 3-10

inventory accounts, 2-18
inventory costing

alternative methods, 8-1–8-49
GAAP, 8-11
IFRS notes, 4-11, 7-9, 8-12, 9-10, 12-23
methods, 8-3–8-6

investment centres, 11-21, 11-23–11-28, 
11-34

investments
average, 13-21
capital, 13-1–13-50
planning for, 13-1–13-50
post-audit projects, 13-16–13-17

formula for variable cost per unit, 
2-14

steps, 2-14–2-15
hourly time-charge rate, 9-15
household spending, 10-24
housing costs, 11-29
human behaviour, 10-5–10-6
hurdle rate, 13-10
hybrid vehicles, 6-26

I
IAS 1 Presentation of Financial 

Statements, 11-16
IAS 2 Inventories, 8-12, 9-10
ideal standards, 12-5, 12-34
IFRS notes

allocation of selling prices, 9-15
annual rate of return method, 13-21
budget variances, 11-9
budgeting, 10-7
capital budgeting, 13-21
differences from ASPE, 11-9
fair value measurement, 11-25
inventory costing, 4-11, 7-9, 8-12, 

9-10, 12-23
leases, 7-4
materiality, 11-16
operating segments, 11-15
standard cost accounting, 12-28

IMA (Institute of Management 
Accountants), 1-10

IMA Standards of Ethical Conduct 
for Practitioners of Management 
Accounting and Financial 
Management, 1-10

improvement, continuous, 5-16
incentives, 1-8–1-9
income

net, 8-7–8-11
residual, 11-29–11-31, 11-34

income effects, 8-10
income (margin) measure, 11-25
income statements, 2-18–2-19

absorption-costing, 8-4, 8-7, 8-8, 8-9, 
8-12, 8-17

budgetary control report, 11-4
budgeted, 10-15, 10-27
cost of goods sold section, 2-19
cost-volume-profit (CVP), 6-3–6-5, 6-29
partial, 3-25
throughput-costing, 8-20
variable-costing, 8-5, 8-8, 8-9, 8-13, 

8-21
variances in, 12-23–12-24

incremental analysis, 7-4, 7-23
and activity-based costing, 7-5–7-6
to allocate limited resources, 7-18–7-20
basic approach, 7-4–7-5

indirect, 11-22, 11-34
nonlinear behaviour, 2-11
total, 2-10, 2-11, 2-12
per unit, 2-10, 9-6, 9-7

fixed overhead spending variance 
(FOHSV), 12-19, 12-34

fixed overhead variances, 12-19–12-20
fixed overhead volume variance,  

12-19–12-20, 12-34
flexible budget reports, 11-9, 11-12–11-13
flexible budgets, 11-7–11-9, 11-34

case study, 11-9–11-12
development of, 11-9, 11-33
graphic presentation of, 11-11
with standard direct labour hours, 

12-17
flow, 1-15
flowcharts, activity, 5-15–5-16
FOHSV (fixed overhead spending 

variance), 12-19, 12-34
forecasts

revenue, 10-23
rolling, 10-6, 11-13
sales, 10-4, 10-27

future value of a single sum, 13-47
future value of an ordinary annuity, 13-49

G
gaming, budgetary, 10-5, 10-6
generally accepted accounting 

principles (GAAP)
income statements, 6-4
inventory costing, 8-11
net income, 8-11

globalization, 9-26–9-27
goods, finished

assigning costs to, 3-19
inventory, 10-20
transferring costs to, 4-9

goods sold: cost of
assignment, 3-20
transfer to, 4-9

government budgets, 10-23
government business, 9-10
graphic presentation

cost-volume-profit (CVP) graph, 
6-10–6-11, 6-12–6-13, 6-29

See also data visualizations, 1-16, 1-19
of flexible budget data, 11-11

gross profit, 6-4

H
health care, 1-10, 12-27
health care costs, 12-27
high-low method, 2-13–2-17, 2-30

calculation of fixed costs, 2-15
comparison with regression analysis, 

2-25
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computer-integrated manufacturing 
(CIM), 1-13

lean, 1-14, 1-15
processes, 4-3

manufacturing costs, 2-3–2-4. See also 
product costs

accumulating, 3-6–3-9
activity-based, 5-7–5-12
assigning, 3-9–3-14, 4-7–4-9
classifications, 2-3, 2-29
in financial statements, 2-17–2-22
flow of, 3-5–3-6
in job-order cost systems, 3-6–3-9
in job-order costing, 3-9–3-14
in process cost systems, 4-7–4-9
total, 2-6, 2-7, 2-20, 4-16
per unit, 4-16, 8-4, 8-16, 8-20, 9-9

manufacturing overhead, 2-4, 2-30
accumulating, 3-7–3-8
applied, 3-17, 3-24–3-26
applying, 3-15
assigning, 3-15, 4-8–4-9
overapplied, 3-24–3-26
standard, 12-7
underapplied, 3-24–3-26

manufacturing overhead budget, 10-7,  
10-14–10-15, 10-27

manufacturing overhead costs, 4-8–4-9, 
11-9

manufacturing overhead variances,  
12-16–12-22

margin, controllable, 11-22, 11-23,  
11-26–11-27, 11-34

margin (income) measure, 11-25
margin of safety, 6-14–6-15, 6-29
margin of safety ratio, 6-15, 6-24
market-based transfer prices, 9-25, 9-31
market niche, 9-4
market research, 9-4
market segments, 9-4
marketing costs, 3-10
markup, 9-5, 9-7, 9-31

absorption-cost approach, 9-9
variable-cost approach, 9-12

master budget, 10-7, 10-8, 10-26
material loading charge, 9-15, 9-31
materiality, 11-16
materials

direct. See direct materials
equivalent units for, 4-24
indirect, 2-4, 2-30
time-and-material pricing, 9-13–9-16
total costs, 4-16
unit costs, 4-16

materials costs, 4-8
materials price variance (MPV),  

12-10–12-11, 12-12, 12-34
materials price variance report, 12-23

labour quantity variance (LQV), 12-14, 
12-15, 12-34

labour reports, 11-4
labour variances, 12-14, 12-15
lean manufacturing, 1-14, 1-15
learning and growth perspective, 12-25, 

12-34
adaptations, 12-2
example objectives, 12-26

leases, 7-4
dry leasing, 13-14–13-15
wet leasing, 13-14–13-15

ledger accounts
standard cost accounting, 12-29–12-30
subsidiary, 3-10

leverage, operating, 6-24–6-25, 6-29
limited resources, 13-15

allocating, 7-18–7-20
contribution margin per unit of, 7-19

line positions, 1-7, 1-19
long-range planning, 10-6–10-7, 10-27
LPV (labour price variance), 12-14,  

12-15, 12-34
LQV (labour quantity variance), 12-14, 

12-15, 12-34
Lumira (software), 9-27
luxury goods, 1-14, 7-10

M
machine hours, 4-8
machine time used, 4-8
MagicBands, 1-16
maintenance costs, 2-15
make-or-buy decisions, 7-8–7-10
management

activity-based (ABM), 5-2, 5-14, 5-17, 
5-24

awareness of operations, 10-3
decision-making process, 7-3, 7-22
decisions, 5-16–5-17
by exception, 11-16–11-17, 11-34
functions, 1-5–1-6, 1-18
insights, 1-7, 5-11

management accountants, 1-18
management accounting, 1-3–1-4
managerial accounting, 1-3, 1-19

basics, 1-3–1-4
distinguishing features, 1-18
vs. financial accounting, 1-4
for health care, 1-10, 12-27
trends, 1-11–1-17

manufacturers
balance sheets, 2-18
income statements, 2-19
inventory accounts, 2-18
process costing, 4-3
value chain, 1-12

manufacturing, 2-3

iPhones, 3-10
IRR (internal rate of return), 13-18–13-20, 

13-26
IRR function (Excel), 13-20

J
JIT (just-in-time) inventory, 1-13, 1-19
job charges, 9-16
job cost sheets, 3-9–3-10, 3-30

completed, 3-19
direct labour in, 3-14
direct materials in, 3-12
manufacturing overhead applied, 3-17
proof of agreement with work in 

process inventory, 3-18
job-order cost accounting, 3-1–3-54

accumulating manufacturing costs, 
3-6–3-9

advantages and disadvantages of, 3-23
assigning costs to cost of goods sold, 

3-20
assigning costs to finished goods, 3-19
assigning manufacturing costs,  

3-9–3-14
cost flows, 3-20–3-21, 4-4
document flows, 3-21
flow of costs, 3-5–3-9
for jobs completed and sold, 3-18–3-23
with predetermined overhead rates,  

3-15–3-18, 3-20–3-21
for service companies, 3-21–3-22
standard cost, 12-27–12-30

job-order cost systems, 3-3, 3-30
main features, 3-4
vs. process cost systems, 4-4–4-5

joint costs, 7-13, 7-23
joint production process, 7-13
joint products, 7-12, 7-23
journal entries, 4-7–4-9, 12-28–12-29
just-in-time (JIT) inventory, 1-13, 1-19

K
key performance indicators (KPIs), 

10-2

L
labour

direct, 2-4, 2-30, 3-14, 12-6–12-7
direct labour budget, 10-13, 10-22, 

10-27
indirect, 2-4, 2-30

labour charges, 9-14
labour costs, 2-7

direct labour cost, 10-13
factory labour costs, 3-7, 3-12–3-14, 

4-8
variable, 11-10

labour price variance (LPV), 12-14,  
12-15, 12-34
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optimal pricing, 9-27
organization charts, 1-6
organizational structures, 1-6–1-7
OSC (Ontario Securities Commission), 

1-9
OSFI (Office of the Superintendent of 

Financial Institutions), 1-9
outsourcing, 2-22, 7-1–7-2, 9-25, 9-31

in auto manufacturing, 7-10
in luxury goods, 7-10
and transfer pricing, 9-25–9-26

over-applied overhead, 3-24–3-26,  
3-30

overhead
allocation to cost pools, 5-8
assigning to products, 5-9
assigning to services, 5-20
departmental overhead costs report, 

11-4
manufacturing. See manufacturing  

overhead
nonmanufacturing, 5-13–5-14
over-applied, 3-24–3-26, 3-30
static budgets, 11-7
total actual, 12-16
under-applied, 3-24–3-26, 3-30

overhead budget
flexible, 11-10
monthly flexible budgets (case study), 

11-10
static, 11-7

overhead budget reports, static, 11-8
overhead flexible budget reports, 11-9, 

11-13
overhead rates

activity-based, 5-8–5-9
predetermined, 3-15–3-18, 3-20–3-21, 

3-30
standard predetermined, 12-7, 12-34

overhead variances
fixed, 12-20
fixed overhead spending variance 

(FOHSV), 12-19, 12-34
total, 12-16–12-17, 12-21
total fixed overhead variance,  

12-19–12-21
total variable overhead budget 

variance (TVOHBV), 12-17–12-19, 
12-21

variable, 12-18
variable overhead efficiency (quantity) 

variance (VOHEV), 12-18
variable overhead spending (price) 

variance (VOHSPV), 12-18

P
package delivery services, 1-10
paper billing, 5-16

from processing further, 7-12
throughput costing and, 8-19–8-22
variable-costing, 8-17

net income effects, 8-7–8-11
net present value (NPV), 13-7–13-12, 

13-26
computation, 13-9, 13-10, 13-12, 13-15
evaluation techniques, 13-13
Excel, 13-20
with intangible benefits, 13-13–13-15
vs. internal rate of return, 13-19–13-20
with mutually exclusive projects,  

13-15–13-16
with unequal annual cash flows, 13-9, 

13-10
non-financial measures, 12-24
noncontrollable costs, 11-16, 11-34
nonfinancial performance measures, 

11-22
nonmanufacturing companies,  

10-21–10-24
nonmanufacturing overhead costs, 

5-13–5-14
non–value-added activities, 5-15, 5-16, 

5-24
normal-absorption costing, 8-16–8-17
normal capacity, 12-7, 12-34
normal costing system, 3-16, 3-30
normal range, 2-12
normal standards, 12-5, 12-34
not-for-profit organizations, 10-23
NPV function (Excel), 13-20

O
Office of the Superintendent of 

Financial Institutions (OSFI), 1-9
offshoring, 2-22
oil and gas sector, 7-21
online billing, 5-16
Ontario Securities Commission (OSC), 

1-9
operating activities, value-added, 5-15
operating assets

improving ROI by reducing, 11-27
valuation, 11-25

operating budgets, 10-7, 10-27
operating income

target, 6-11–6-14, 6-29
after taxes, 6-13
before taxes, 6-13

operating leverage, 6-24–6-25, 6-29
operating segments, 11-15
operations, 10-3
operations costing, 4-5–4-6, 4-32
opportunity costs, 7-5, 7-9, 7-23

incremental analysis with, 7-9–7-10
units sold unequal to units forgone, 

9-23

materials quantity variance (MQV),  
12-11, 12-12, 12-15, 12-34

materials requisition slips, 3-10, 3-11, 
3-30

materials variances, 12-10–12-13
matrices

direct materials budget variances, 
12-12

fixed overhead variances, 12-20
total direct labour budget variances, 

12-15
variable overhead variances, 12-18

merchandise purchases, 10-21
merchandise purchases budget, 10-21, 

10-22, 10-27
merchandising companies

balance sheets, 2-18
budgeting, 10-21–10-22
income statements, 2-19

minimum rate of return, 11-30
minimum transfer prices

excess capacity, 9-20, 9-22
formula, 9-23
no excess capacity, 9-19, 9-21
special order, 9-23

mixed costs, 2-12–2-13
behaviour, 2-13
definition, 2-12, 2-30
high-low method of classifying, 

2-13–2-17
regression analysis of, 2-22–2-28

money: time value of, 13-47–13-50
monthly overhead flexible budgets 

(case study), 11-10
mortgages, 13-23
motivation, 10-3
MPV (materials price variance),  

12-10–12-11, 12-12, 12-34
MQV (materials quantity variance),  

12-11, 12-12, 12-15, 12-34
municipality(-ies)

government budgets, 10-23
responsibility accounting, 11-20

music promoters, 6-15
mutually exclusive projects, 13-15–13-16

N
National Policy 58-201 Corporate 

Governance Guidelines, 1-10
negotiated transfer prices, 9-20–9-24, 

9-31
net annual cash flow, 13-5, 13-12
net income

under absorption costing vs. variable 
costing, 8-10

GAAP, 8-11
normal-absorption costing and, 

8-16–8-17
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professional accounting careers, 
1-16–1-17

professional services, 1-10
profit centres, 11-20, 11-22, 11-23, 11-34
profit equation, 6-8
profitability

cost structure and, 6-23–6-25
cost-volume-profit (CVP) analysis, 

6-1–6-54
gross profit, 6-4
target costs and, 9-4
unprofitable segments or products, 

7-16–7-18
profitability index, 13-15–13-16, 13-26
proration, 3-30
proration method, 3-26
pull principle, 1-15
purchases, merchandise, 10-21, 10-22, 

10-27

Q
qualitative factors, 7-5
quality

costs and, 12-27
in health care, 12-27
product, 1-13

quantity variances, 12-10
Quebec City, 5-1–5-2

R
radio stations, 6-5
rate of return

annual, 13-20–13-22, 13-26
internal, 13-18–13-20, 13-26
minimum, 11-30
required, 13-10, 13-21

raw materials costs
accumulating, 3-6–3-7
assigning, 3-10–3-11

raw materials inventory, 2-18, 3-6, 
10-20

regression analysis, 2-22–2-28, 2-30
comparison with high-low method, 

2-25
limitations, 2-26

relevant costs and revenues, 7-5, 7-7, 
7-16, 7-23

relevant range, 2-11–2-12, 2-30
reports, 1-1. See also specific reports

budget, 11-3, 11-33
budgetary control system, 11-4
flexible budget, 11-12–11-13
internal, 11-15
labour, 11-4
performance, 11-15, 11-17
responsibility, 11-17–11-20, 11-21,  

11-22, 11-23, 11-24, 11-34
sales, 11-4
sales budget, 11-5

target costs and, 9-4
target price, 9-4
target selling prices, 9-5, 9-8, 9-31
time-and-material, 9-13–9-16, 9-31
total cost-plus, 9-5–9-8, 9-31
transfer prices, 9-17, 9-31
transfer pricing for internal sales, 

9-17–9-28
variable cost-plus, 9-11–9-13, 9-31

prime costs, 2-4, 2-30
process cost accounting, 4-1–4-59
process cost systems, 3-4, 3-30, 4-32

assigning manufacturing costs,  
4-7–4-9

cost flows, 4-7
vs. job order cost systems, 4-4–4-5
main features, 3-4
overview, 4-3–4-6

process costing
cost flows, 4-4
equivalent units, 4-10–4-13
for manufacturing companies, 4-3
physical unit cost flow, 4-15, 4-22
for service companies, 4-3–4-4
transfer to cost of goods sold, 4-9
transfer to finished goods, 4-9
transfer to next department, 4-9

process further, 7-11–7-14
product costs, 2-5, 2-30, 6-4. See also 

manufacturing costs
unit, 5-10

product-level activities, 5-14, 5-15, 5-24
product quality, 1-13
production

direct materials units required for, 
10-10

equivalent units of, 4-11
make-or-buy decisions, 7-8–7-10
net income effects, 8-7–8-11
sell-or-process further decisions, 

7-11–7-14
production budget, 10-7, 10-9–10-10, 

10-27
production cost report, 4-13–4-21, 4-32

FIFO method, 4-26–4-27
preparation, 4-17–4-18, 4-26–4-27
sequential process setting, 4-18–4-20
weighted-average method, 4-18

production costs
actual, 12-9
unit, 4-16–4-17, 4-25, 4-32

production requirements, 10-9
products

assigning activity cost pools to, 5-10
assigning overhead costs to, 5-9
cost drivers per, 5-9
joint, 7-12, 7-23
unprofitable, 7-16–7-18

participative budgeting, 10-5–10-6, 
10-27

perfection, 1-15
performance evaluation, 8-11–8-13,  

11-16–11-17, 11-23–11-28
performance measures, 11-22, 12-4
performance reports, 11-15, 11-17
performance standards, 5-17
period costs, 2-5, 2-30, 6-4
personal budgeting, 10-24
personnel, 10-3
physical unit flow, 4-15, 4-22, 4-23–4-24
physical units, 4-15, 4-32
planning, 1-5, 10-3

budgetary, 10-1–10-53
for capital investments, 13-1–13-50
enterprise resource planning (ERP) 

systems, 1-19
long-range, 10-6–10-7, 10-27

PlayStation (Sony), 4-13
post-audits, 13-16–13-17, 13-24, 13-26
practical range, 2-12
predetermined overhead rates, 3-15–3-18, 

3-20–3-21, 3-30
calculation, 12-7
formula, 3-15
standard, 12-7, 12-34

prenumbering, 3-10
present value

of an ordinary annuity, 13-50
net present value (NPV), 13-7–13-12, 

13-26
of a single sum, 13-48

Price f(x), Vistex, Tableau, and Lumira  
(software), 9-27

price standards
direct labour price standard, 12-6, 

12-34
direct materials price standard, 12-5, 

12-34
price takers, 9-3
price variances, 12-10

labour price variance (LPV), 12-14, 
12-15, 12-34

materials price variance (MPV),  
12-10–12-11, 12-12, 12-34

materials price variance report, 12-23
variable overhead spending (price) 

variance (VOHSPV), 12-18
pricing, 9-1–9-59

absorption cost-plus, 9-8–9-11, 9-31
cost considerations, 9-3
dynamic, 9-27
environmental factors, 9-3
factors that affect, 9-3
objectives, 9-3
optimal, 9-27
selling price per unit, 9-7
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spending
capital expenditures, 13-4
fixed overhead spending variance 

(FOHSV), 12-19, 12-34
personal, 10-24
selling and administrative expenses, 

10-14, 10-27, 11-9
staff positions, 1-7, 1-19
standard activity index, 12-7
standard cost accounting system,  

12-27–12-30, 12-34
standard costs, 12-3, 12-34

advantages, 12-3
vs. budgets, 12-4
case study, 12-5–12-8
direct labour, 12-6–12-7
direct materials, 12-6
manufacturing overhead, 12-7
overview, 12-3–12-8
setting, 12-4–12-8
total per unit, 12-7–12-8

standard direct labour hours, 12-17
standard predetermined overhead 

rates, 12-7, 12-34
standardizing performance measures, 12-4
standards

direct labour price, 12-34
direct labour quantity, 12-34
direct labour rate, 12-6
direct materials price, 12-5, 12-34
direct materials quantity, 12-5–12-6,  

12-34
ideal, 12-5, 12-34
normal, 12-5, 12-34

static budget reports, 11-4–11-6, 11-33
static budgets, 11-4, 11-7, 11-8, 11-34
static overhead budget, 11-7
static overhead budget reports, 11-8
stewardship of resources, 12-2
subsidiary ledgers, 3-10
summary entry(-ies), 3-8, 3-30
sunk costs, 7-5, 7-15, 7-23
super-variable costing, 8-19
supply chain, 1-14, 1-19
sustainability goals, 12-2, 12-25

T
T accounts, 3-11, 3-13, 3-17
Tableau, and Lumira (software), 9-27
TAH (total actual hours), 12-15
TAQ (total actual quantities), 12-12
target costing, 1-15, 9-2–9-5
target costs, 9-31
target operating income, 6-11, 6-29

required sales to meet, 6-11, 6-12, 
6-13, 6-14

after tax, 6-13–6-14
before tax, 6-11–6-13

net income effects, 8-7–8-11
required, 6-11, 6-12, 6-13, 6-14, 6-17

sales budget, 10-7, 10-8–10-9, 10-27
sales budget reports, 11-5
sales dollars, 6-9
sales forecast, 10-4, 10-27
sales mix, 6-18, 6-29

and break-even sales, 6-18–6-22, 6-28
with limited resources, 7-18–7-20

sales reports, 11-4
sales units, 6-8
Salesforce CPQ (software), 9-27
Sarbanes-Oxley Act (SOX), 1-9
scatter plots, 2-15, 2-23, 2-24
scrap report, 11-4
segments, 11-15, 11-34
sell-or-process further decisions, 

7-11–7-14
selling and administrative expense 

budget, 10-7, 10-14, 10-27
selling and administrative expenses, 

10-14, 10-27, 11-9
selling costs, 3-10
selling expenses report, 11-4
selling price

calculation, 9-6, 9-7
markup approach, 9-7
target, 9-5, 9-31
per unit, 9-7

sensitivity (“what if”) analyses, 10-20, 
10-23, 13-11, 13-16, 13-26

example, 13-10
sequential processing

equivalent units of production, 
4-18–4-20

production cost report, 4-18–4-20
service companies

activity-based costing, 5-19–5-23
budgeting, 10-22–10-23
direct labour budget, 10-22
job order costing, 3-21–3-22
process costing, 4-3–4-4
product costing, 2-7
traditional costing, 5-19–5-20
trends, 1-11–1-12

services, professional, 1-10
shares, common, 10-20
slack, budgetary, 10-5
smartphones, 3-10
social responsibility, corporate, 1-10, 

1-18
software

big data and data analytics, 9-27
enterprise resource planning (ERP) 

systems, 1-13, 1-19
software-as-a-service (SaaS), 3-8
SOX (Sarbanes-Oxley Act), 1-9
special orders, 7-7–7-8, 9-23

scrap, 11-4
selling expenses, 11-4
static budget, 11-4–11-6, 11-33
of variances, 12-22–12-23

required merchandise purchases, 10-21
required production units, 10-9
required rate of return, 13-10, 13-21
research, market, 9-4
residual income, 11-30–11-31, 11-34
resources

allocating, 7-18–7-20
contribution margin per unit of, 7-19
limited, 13-15
stewardship of, 12-2

responsibility accounting, 11-14–11-23, 
11-34

corporate social responsibility, 1-10
for cost centres, 11-21
for investment centres, 11-24
in municipalities, 11-20
for profit centres, 11-22, 11-23

responsibility centres, 11-17, 11-20–11-23
responsibility reports, 11-17–11-20, 11-34

for cost centres, 11-21
example system, 11-19
for investment centres, 11-24
for profit centres, 11-22, 11-23

retain or replace equipment, 7-15–7-16
retained earnings, 10-20
return on investment (ROI), 11-24, 

11-34
in absorption-cost pricing, 9-10
alternative measures of inputs, 11-25
calculation, 11-26, 11-27
expanded form, 11-25
formula, 11-24, 11-29
improving, 11-25–11-27
vs. residual income, 11-29–11-31
in total cost-plus pricing, 9-6
in variable-cost pricing, 9-12

revenue(s)
controllable, 11-15–11-16
forecasts, 10-23
noncontrollable, 11-15–11-16
relevant, 7-4, 7-23

risk analysis, 13-16
risk factors, 7-12
robots, 2-7
ROI. See return on investment
rolling forecasts, 10-6, 11-13

S
SaaS (software-as-a-service), 3-8
safety: margin of, 6-14–6-15, 6-29
sales

break-even, 6-16, 6-18–6-22, 6-28
improving ROI by increase in, 11-26
internal, 9-17–9-28
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TVOHBV (total variable overhead 
budget variance), 12-17–12-19, 
12-21, 12-34

U
under-applied overhead, 3-24–3-26, 

3-30
unfavourable variances, 12-9
unit conversion costs, 4-16, 4-25
unit costs

comparison, 5-10–5-11
total, 10-15

unit-level activities, 5-14, 5-15, 5-24
unit materials costs, 4-16, 4-25
unit product costs, 5-10
unit production costs, 4-16–4-17, 4-25, 

4-32
units

required production, 10-9
total standard cost per, 12-7–12-8

units forgone, 9-23
units started and completed, 4-22
units transferred, 9-23
university degrees, 8-15
unprofitable segments or products, 

7-16–7-18

V
valuation

book value, 7-15
economic value added (EVA), 11-30, 

11-34
fair value measurement, 11-25
future value of a single sum, 13-47
future value of an ordinary annuity, 

13-49
net present value (NPV), 13-7–13-12, 

13-26
of operating assets, 11-25
present value of a single sum, 13-48
present value of an ordinary annuity, 

13-50
time value of money, 13-47–13-50
university degree value, 8-15

value-added activities, 5-15, 5-24
value chain, 1-12–1-15, 1-19
value stream, 1-15
variable cost(s), 2-9, 2-30, 6-4, 9-22–9-23

budgeted, 11-10
per direct labour hour, 11-10
in flexible budgets, 11-10
high-low method, 2-14
improving ROI by decreasing, 11-27
nonlinear behaviour, 2-11
total, 2-9, 2-11, 2-12
per unit, 2-9, 2-14, 9-5, 9-11, 11-8

variable cost-plus pricing, 9-11–9-13, 
9-31

variable cost ratio, 6-6, 6-29

total quality management (TQM), 1-13, 
1-19

total standard cost per unit, 12-7–12-8
total standard hours allowed (TSHA), 

12-15, 12-16, 12-34
total standard quantities allowed 

(TSQA), 12-12
total unit cost, 10-15
total unit cost percentage, 9-7
total units accounted for, 4-15, 4-32
total units to be accounted for, 4-15, 4-32
total variable costs, 2-9

linear behaviour within relevant 
range, 2-12

nonlinear behaviour, 2-11
total variable overhead budget variance 

(TVOHBV), 12-17–12-19, 12-21, 
12-34

total variance, 12-9
TQM (total quality management), 1-13, 

1-19
traditional costing, 5-21

vs. activity-based costing (ABC), 5-10
in service industries, 5-19–5-20

traditional costing systems, 5-3–5-4
transaction costs, 5-16
transfer prices, 9-17, 9-31

cost-based, 9-24–9-25, 9-31
excess capacity, 9-19–9-20, 9-22
market-based, 9-25, 9-31
minimum, 9-19, 9-20, 9-21, 9-22, 9-23
negotiated, 9-20–9-24, 9-31
no excess capacity, 9-19, 9-21

transfer pricing
formula, 9-18
illustration, 9-17
for internal sales, 9-17–9-28
key elements, 9-18
objectives, 9-18
outsourcing and, 9-25–9-26

transfer-pricing negotiations
deal, 9-22
no deal, 9-22

transferred-in cost, 4-19, 4-32
transfers

to cost of goods sold, 4-9
between divisions in different 

countries, 9-26–9-27
to finished goods, 4-9
to next department, 4-9

transportation, 1-10
treasurer, 1-7, 1-19
triple bottom line, 1-10, 1-19
trucking, 2-10
TSHA (total standard hours allowed), 

12-15, 12-16
TSQA (total standard quantities 

allowed), 12-12

target price, 9-4
absorption cost-plus approach, 9-9
variable-cost approach, 9-12

target selling price, 9-5, 9-8, 9-12, 9-31
TDLBV (total direct labour budget 

variance), 12-13, 12-14, 12-15, 
12-34

TDMBV (total direct materials budget  
variance), 12-10, 12-11, 12-12, 
12-34

technological change, 1-13
technology, 12-16
telecommunications companies, 1-10
TFOHV (total fixed overhead variance),  

12-19–12-21
theory of constraints, 1-14, 1-19, 7-20
throughput contribution margin, 

8-20–8-21, 8-25
throughput costing, 8-19–8-22, 8-25
time-and-material pricing, 9-13–9-16, 

9-31
time periods

budget period, 10-4
cash payback period, 13-5, 13-6

time tickets, 3-13, 3-30
time value of money, 13-47–13-50
TLV (total labour variance), 12-13
TOHV (total overhead variance),  

12-16–12-17, 12-21, 12-34
total actual hours (TAH), 12-15
total actual quantities (TAQ), 12-12
total budgeted costs, 11-11
total contribution margin, 7-19
total conversion costs, 4-16
total cost of work in process, 2-20, 2-30
total cost-plus pricing, 9-5–9-8, 9-31
total direct labour budget variance 

(TDLBV), 12-13, 12-14, 12-15, 12-34
total direct labour cost, 10-13
total direct materials budget variance 

(TDMBV), 12-10, 12-11, 12-12, 12-34
total fixed costs, 2-10

linear behaviour within relevant 
range, 2-12

nonlinear behaviour, 2-11
total fixed overhead variance (TFOHV),  

12-19–12-21, 12-34
total labour variance, 12-13
total maintenance costs

high-low cost formula, 2-25
regression formula, 2-24, 2-25

total manufacturing costs, 2-6, 2-30, 4-16
calculation, 2-7
per unit, 4-25

total materials costs, 4-16
total materials variance, 12-10
total overhead variance (TOHV), 12-

16–12-17, 12-21, 12-34
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VOHEV (variable overhead efficiency  
variance), 12-18

VOHSPV (variable overhead spending 
(price) variance), 12-18

volume
cost-volume-profit (CVP) analysis, 

6-11–6-54
fixed overhead volume variance,  

12-19–12-20, 12-34

W
Waterways Corporation case, 1-24, 

2-54–2-55, 3-52, 4-58, 5-53–5-54, 
6-52–6-53, 7-50, 8-49, 9-57–9-58, 
10-52–10-53, 11-62, 12-59, 13-45

weighted-average method, 4-11, 4-32
advantages, 4-27–4-28
production cost report, 4-18
refinements, 4-11–4-13

wet leasing, 13-14–13-15
“what if” (sensitivity) analyses, 10-20, 

10-23, 13-11, 13-16, 13-26
example, 13-10

wineries, 4-6
workforce. See labour
work in process: assigning costs to,  

3-9–3-14
work in process inventory, 2-18, 3-6, 

3-10
agreement with job cost sheets, 3-18
beginning, 4-22
ending, 4-22

X
Xbox (Microsoft), 4-13

manufacturing overhead, 12-16–12-22
materials, 12-10
materials price variance (MPV),  

12-10–12-11, 12-12, 12-34
materials quantity variance (MQV), 

12-11, 12-12, 12-15, 12-34
price, 12-10
quantity, 12-10
reporting, 12-22–12-23
responsibility for, 12-21
total, 12-9
total direct labour budget variance 

(TDLBV), 12-13, 12-14, 12-15, 
12-34

total direct materials budget variance  
(TDMBV), 12-10, 12-11, 12-12, 
12-34

total fixed overhead variance 
(TFOHV),  
12-19–12-21, 12-34

total labour, 12-13
total materials, 12-10
total overhead, 12-16–12-17, 12-34
total variable overhead budget 

variance (TVOHBV), 12-17–12-19, 
12-21, 12-34

unfavourable, 12-9
variable overhead, 12-18

Vendavo (software), 9-27
virtual companies, 9-25
Vistex, Tableau, and Lumira (software), 

9-27
visualizations, data, 1-16, 1-19. See also 

graphic presentation

variable costing, 8-3, 8-25
vs. absorption costing, 8-3–8-5
advantages, 8-13
decision-making concerns, 8-11–8-13
illustration, 8-4–8-5
income effects, 8-10, 8-22
income statements, 8-5, 8-8, 8-9, 8-13, 

8-21
markup percentage calculation, 9-12
net income under, 8-10, 8-17
proof of 20% ROI, 9-12
super-variable costing, 8-19
target price calculation, 9-12

variable overhead budget variances, 
12-18

variable overhead efficiency (quantity)  
variance (VOHEV), 12-18

variable overhead spending (price) 
variance (VOHSPV), 12-18

variable overhead variances, 12-18
variable-rate mortgage, 13-23
variances, 12-8, 12-34

analyzing, 12-8–12-10
budget, 11-5, 11-9
cost accounts with, 12-30
direct labour, 12-13–12-15, 12-33
direct materials, 12-8–12-13, 12-33
favourable, 12-9
income statement presentation,  

12-23–12-24
labour price variance (LPV), 12-14, 

12-15, 12-34
labour quantity variance (LQV),  

12-14, 12-15, 12-34
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