ASIA EDITION

MANAGERIAL
ACCOUNTING

SEVENTH EDITION

% 3 L
B L TR 1T
i o | b ol »
JAMES o R R
Sile o fi i "'li “;“I!’- QX'! PITRTPREYD g" Y <« INILUAS

JIAMBALVO

pET A, T n.;l";}:n A Lo N ‘3 VMU K4
®or o g e u& l‘;.\nt ’.‘“ e \J-lmﬂl;u ":&0"*""”5"'}' ot -m = L2331 UUVelA
7% som ..'.'.. (A " o .3'.' -'l 3 '..'.l ' Il 04 M I,L. I‘J' Fil=lk UM v o,
S, cn o I ’ { gy L 'l. N’ S0RS o
Ak I a-'""'f"" Yrams dpeaty dgt D HE T e od ol u Kl
:-u @ ey R LR R R RN .
s "!'.'. $30 0 ’unll =R, — | v.n

PO L m:"i'--“"-*'f” Sies 11 -r'l '-'l" wob POUK St

VTR TV AR L A g

DD L | '

.“7-0'! L

.l'- B 8B

5 ST '!" . .H o3 b -- Vl 3 o, 101 € a

oc,"o! 3':.!. f‘ o f- i .ffu: AN r,'v.'ﬁ.'? kbl vy
o 5 - ag, YW
: -"'"'m,j'..: Jr ' ’ :':;": 4 fra 9’ ..' ‘ { KRy ¢ - ”J LR 440
,. "-MJ. .‘."':.!", o .o "o " l ! o l.: " Jr'alﬁ:ﬂa‘ ] ‘L'L'..‘:~ .‘q‘:‘-HIJ;-LL \r- . J - ' r ' t .
e i 'l""' : .'.'."-'“"' i, § .
o ok b ' t‘»' ',m.hl |-| : LTS
s ,,.’u"-'"' : q:?\ o .-L 'l.’“
oy "'“. " I:I-l'-fﬂ-ﬁ"'”‘ rd" ‘ - & L T '“h -
e Wy ' ¢
b "j' e -m.':‘nl' 'i1' W, :." 5 ‘
: |'I'-'”' - Mgy L d ¥
-'j'r.',p's'ﬂ'”'z“ ”|:| ﬁm tﬂl""' rl"" '3- "1* | “l ".l “
c'.’ ' l“~“'=‘_&: :
v L S '.'.' BT A T
/ ulo 3
R TN L 1 e 'Jl' ' 4
- ’l,:' J-'”n' _I"l" '.1.“0‘:',0: I't-.” I" hl.'xlp_ \ ) 1 ; 'L"“:’ ..
ek, M ol .’r:,'-'.s"!""',l-J:lg""' T L RJgRL : el : ‘-L‘ 3
e o, L A ! LR ) o B X

":" o l'Js".'q";b’ 'r'-l 1 :‘l,“" » T tl t1n’"b:. ! ! "



Managerial Accounting
IR e o

e b
| Seventh Edition |

JAMES JIAMBALVO
University of Washington

WILEY



DEDICATION

To my wife, Cheryl

VP AND EDITORIAL DIRECTOR Michael McDonald
EDITORIAL ASSISTANT Kirsten Loose

EDITOR Veronica Grupico
EXECUTIVE EDITOR Zoe Craig

SENIOR CONTENT MANAGER Dorothy Sinclair
SENIOR PRODUCTION EDITOR Elena Saccaro
MARKETING MANAGER Christina Koop
INSTRUCTIONAL DESIGNER Matt Origoni

COVER DESIGN nagiewei/DigitalVision

Vectors/Getty Images

This book was set in 9.5/12 STIX Two Text Regular by Lumina Datamatics, Ltd Inc. and printed and bound
by Quad Graphics. The cover was printed by Quad Graphics.

Tape measure icon credit: Image Source/Getty Images

Founded in 1807, John Wiley & Sons, Inc. has been a valued source of knowledge and understanding for mOI:E
than 200 years, helping people around the world meet their needs and fulfill their aspirations. Our company is
built on a foundation of principles that include responsibility to the communities we serve and where we live and
work. In 2008, we launched a Corporate Citizenship Initiative, a global effort to address the environmental, social,
economic, and ethical challenges we face in our business, Among the issues we are addressing are carbon impact,
paper specifications and procurement, ethical conduct within our business and among our vendors, and com-
munity and charitable support. For more information, please visit our website: www.wiley.com/go/citizenship.

Copyright © 2020, 2016, 2013, 2010, 2007, 2004, 2001 John Wiley & Sons, Inc. All rights reserved.

No part of this publication may be reproduced, stored in a retrieval system or transmitted in any form or
by any means, electronic, mechanical, photocopying, recording, scanning or otherwise, except as permitted
under Sections 107 or 108 of the 1976 United States Copyright Act, without either the prior written permis-
sion of the Publisher, or authorization through payment of the appropriate per-copy fee to the Copyright
Clearance Center, Inc. 222 Rosewood Drive, Danvers, MA 01923, website www.copyright.com. Requests to
the Publisher for permission should be addressed to the Permissions Department, John Wiley & Sons, Inc.,
111 River Street, Hoboken, NJ 07030-5774, (201)748-6011, fax (201)748-6008, website http://www.wﬂey.com/
g0/permissions.

Evaluation copies are provided to qualified academics and professionals for review purposes only, for use in their
courses during the next academic year. These copies are licensed and may not be sold or transferred to a third
party. Upon completion of the review period, please return the evaluation copy to Wiley. Return instructions and
a free of charge return shipping label are available at www.wiley.com/go/returnlabel. If you have chosen to adopt
this textbook for use in your course, please accept this book as your complimentary desk copy. Outside of the
United States, please contact your local representative.

EPUB ISBN: 9781119577706

The inside back cover will contain printing identification and country of origin if omitted from this page.
In addition, if the ISBN on the back cover differs from the ISBN on this page, the one on the back cover is
correct.

Library of Congress Cataloging-in-Publication Data

Names: Jiambalvo, James, 1948-author.

Title: Managerial accounting / James Jiambalyo, University of Washington.

Description: Seventh edition, | Hoboken, New Jersey: Wiley, [2020] | Includes index.

Identifiers: LCCN 2019035968 (print) | LCCN 2019035969 (ebook) | ISBN 97811 19577720 (paperback) |
ISBN 9781119609926 (Adobe PDF) | ISBN 9781119577706 (epub)

Subjects: LCSH: Managerial accounting.

Classification: LCC HF5657.4 J53 2020 (print) | LCC HF5657.4 (ebook) | DDC 658.15/11—dc23

LC record available at https://Icen.loc.gov/2019035968

LC ebook record available at https://Icen.loc,gov/2019035969

Printed and bound in Singapore by Markono Print Media Pte Ltd
10 SRR B RN 65 N1 S S T



| Contents Y

1 Managerial Accounting in the
Information Age 11

Goal of Managerial Accounting  1-2
Cost Terms Used in Discussing Planning,
Control, and Decision Making 1-7
Two Key Ideas in Managerial Accounting 1-10
The Information Age and Managerial Accounting 1-13
Ethical Considerations in Managerial Decision Making 1-17
The Controller as the Top Management Accountant  1-20
Chapter Review: Summary of Learning Objectives /
Review Problems / Key Terms /
Self-Assessment  1-22
End-of-Chapter Homework: Questions / Exercises /
Problems/Cases 1-25
Appendix: IMA Statement of Ethical Professional
Practice 1-32

2 Job-Order Costing for
Manufacturing and Service
Companies 21

Cost Classifications for Manufacturing Firms  2-2
Product Cost Information in Financial Reporting and
Decision Making 2-6
Balance Sheet Presentation of Product Costs  2-7
Flow of Product Costs in Accounts 2-8
Income Statement Presentation of Product Costs 2-8
Types of Costing Systems  2-11
Overview of Job Costs and Financial Statement
Accounts 2-11
Job-Order Costing System 2-13
Eastlake Revisited: Using Job Cost Information 2-18
Relation Between the Costs of Jobs and the Flow of
Costs in Work in Process, Finished Goods, and
Cost of Goods Sold 2-19
Allocating Overhead to Jobs: A Closer Look 2-20
Predetermined Overhead Rates 2-21
Job-Order Costing for Service Companies 2-24
Modern Manufacturing Practices and Product
Costing Systems  2-27
Chapter Review: Summary of Learning Objectives / Review
Problems / Key Terms / Self-Assessment 2-30
End-of-Chapter Homework: Questions / Exercises /
Problems /Cases 2-35

ess Costing

3 Process Costing 31

Difference between Job-Order and Proc
Systems 3-2

Product and Cost Flows :-3

Calculating Unit Cost  3-

Calculating and Applying Cost per Equ
Mixing Department Example 3-7

roduction Cost Report  3-9

:asic Steps in Process Costing: A 'Summar),( 3-11

Kent Chemical Revisited: Answering Stacy's
Question 3-12 d

Dealing with Transferred-in Cost: Packaging
Department Example 3-12 :

Process Costing and Incremental Analysis 3-_14

“You Get What You Measure!” and Manufacturing
Processes 3-15 s .

Chapter Review: Summary of Learning Objectives / Review
Problems / Key Terms / Self-Assessment  3-16

End-of-Chapter Homework: Questions / Exercises /
Problems /Cases 3-20

ivalent Unit:

4 Cost-Volume-Profit Analysis 41

Common Cost Behavior Patterns 4-2

Cost Estimation Methods 4-6

Cost-Volume-Profit Analysis 4-14

Multiproduct Analysis 4-19

Assumptions in CVP Analysis 4-23

Codeconnect Example Revisited: Answering Mary’s
Questions 4-23

Operating Leverage 4-24

Constraints 4-25

Chapter Review: Summary of Learning Objectives / Review
Problems / Key Terms / Self-Assessment 4-26

End-of-chapter Homework: Questions | Exercises /
Problems / Cases 4-30

Appendix: Using Regression in Microsoft Excel to Estimate
Fixed and Variable Costs  4-46

5 Variable Costing s

Full (Absorption) and Variable Costing 5-2
Effects of Production on Income for Full Versus

Variable Costing: The Clausentube Example 5-5
Benefits of Variable Costing for Internal Reporting 5-12



Variable Costing Limits Management of Earnings
via Production Volume 5-12

Chapter Review: Summary of Learning Objectives / Review
Problems / Key Terms / Self-Assessment 5-13

End-of-Chapter Homework: Questions / Exercises /
Problems /Cases 5-17

6 Cost Allocation and Activity-Based
Costing 61

Purposes of Cost Allocation 6-2

Process of Cost Allocation 6-5

Allocating Service Department Costs 6-8

Problems with Cost Allocation 6-10

Activity-Based Costing 6-14

Activity-Based Management 6-23

Remember—You Get What You Measure! 6-24

Chapter Review: Summary of Learning Objectives / Review
Problems / Key Terms / Self-Assessment  6-25

End-of-Chapter Homework: Questions / Exercises /
Problems /Cases 6-29

Appendix: Activity-Based Management 6-46

T The Use of Cost Information in
Management Decision Making 71

CONTENTS xi

9 Capital Budgeting and Other
Long-Run Decisions 9-1

Capital Budgeting Decisions 9-2
Evaluating Investment Opportunities:
Time Value of Money Approaches 9-3
Considering “Soft” Benefits in Investment
Decisions 9-11
Estimating the Required Rate of Return 9-13
Additional Cash Flow Considerations 9-14
Other Long-Run Decisions 9-17
Simplified Approaches to Capital Budgeting 9-18
Conflict between Performance Evaluation and Capital
Budgeting 9-21
Wilson Air Example Revisited 9-23
Chapter Review: Summary of Learning Objectives / Review
Problems / Key Terms / Self-Assessment 9-24
End-of-Chapter Homework: Questions / Exercises /
Problems/Cases 9-27
Appendix A: Using Microsoft Excel to Calculate NPV

and IRR 9-36
AppendixB 9-39

10 Budgetary Planning
and Control 101

Incremental Analysis  7-2

Analysis of Decisions Faced by Managers 7-5

Decisions Involving Joint Costs  7-14

Qualitative Considerations in Decision Analysis 7-17

Chapter Review: Summary of Learning Objectives / Review
Problems / Key Terms / Self-Assessment 7-18

End-of-Chapter Homework: Questions / Exercises /
Problems /Cases 7-21

Appendix: The Theory of Constraints 7-34

8 Pricing Decisions, Customer
Profitability Analysis, and
Activity-Based Pricing  s-1

The Profit-Maximizing Price 8-2

Pricing Special Orders 8-4

Cost-Plus Pricing 8-5

Target Costing 8-7

Analyzing Customer Profitability: Revisiting the Priced
Right Office Supplies Case 8-8

Customer Profitability and Performance Measures 8-11

Activity-Based Pricing 8-11

Chapter Review: Summary of Learning Objectives / Review
Problems / Key Terms / Self-Assessment  8-12

End-of-Chapter Homework: Questions / Exercises /
Problems /Cases 8-19

Use of Budgets in Planning and Control 10-2

Developing the Budget 10-4

The Master Budget 10-5

Use of Computers in the Budget
Planning Process 10-14

Budgetary Control 10-14

Investigating Budget Variances 10-17

Conflict in Planning and Control Uses of Budgets

Evaluation, Measurement, and Management
Behavior 10-19

The Preston Joystick Case Revisited 10-20

Chapter Review: Summary of Learning Objectives / Review
Problems / Key Terms / Self-Assessment 10-20

End-of-Chapter Homework: Questions / Exercises /
Problems /Cases 10-26

10-18

11 Standard Costs and Variance
Analysis 111

Standard Costs 11-2

A General Approach to Variance Analysis 11-5
Material Variances 11-5

Direct Labor Variances 11-7

Overhead Variances 11-8

Test Your Knowledge: Comprehensive Example 11-13
Investigation of Standard Cost Variances 11-16




o O il
e tibility h...«.uﬂ-n‘ and Variance

t 111

™\ - -
12 Decentralization and Performance
tvaluation 124

Why Firms Decentralize 12 2

Why Companies Evaluate the Performance of Subunits
and Subunit Managers 12-4

Cost Centers, Profit Centers, and Iny estment Centers 126

Evaluating Investment Centers with ROI 12-8

Fualuat LUting Econamic value Added (EVA} 1213
saluatinn "

cnracard to Eualuyate
1218

Develaping a Strategy Map F

Scorecard 12:21
Tar "
Keys (0 8 auceosshul Balanced seorecard gets

ponsibility, funding, Top

l-cu\‘ A Ralanced 5

Peorformance
ora a“‘"'.d

Initiatives, Res

Management Support 1222
. " ¢ | earring Objectives / Review
{ hapter Review: Sumn y O
. Koy Tert colf Assessment 12-23
Proshlams y

g e e/ F rcises /
swork Questions Exercises

Problems 1228
Appendix Transfer Pricing 12-39

Fnd of hapter Hor

Cases

GLOSSARY G-1

INDEX -1

Chapters 13 & 14 Available in WileyPLUS

13 Statement of Cash Flows 13.1

Need for a Statement of Cash Flows 13-2

Types of Business Activities and the Classification
of Cash Flows 13-2

The Statement of Cash Flows Prepared Using
the Direct Method 13-5

Preparing the Statement of Cash Flows Using
the Indirect Method 13-9

Interpreting Information in the Statement
of Cash Flows: The Situation at Ravira
Restaurant Supply 13-13

Chapter Review: Summary of Learning Objectives /
Review Problems / Key Terms /
Self-Assessment  13-14

End-of-Chapter Homework: Questions / Exercises /

Problems /Case 13-18

14 Analyzing Financial Statements:
A Managerial Perspective 141

Why Managers Analyze Financial Statements 14-2
Horizontal and Vertical Analyses 14-4
Earnings Management and the Need to Compare
Earnings and Cash-Flow Information 14-T
Other Sources of Information on
Financial Performance 14-9
Ratio Analysis 14-10
A Managerial Perspective on the Analysis of
HGW'’S Financial Statements 14-14
Summary of Analyses 14-16
Chapter Review: Summary of Learning Objectives / Review
Problems / Key Terms / Self-Assessment  14-17
End-of-chapter Homework: Questions / Exercises /
Problems / Cases 14-21




This book is authorized for sale in Asia only and may not be exported. The content is
materially different than products for other markets including the authorized U.S. counterpart
of this title. Exportation of this book to another region without the Publisher’s authorization
may be illegal and a violation of the Publisher’s rights. The Publisher may take legal action
to enforce its rights.

Cover Design: Wiley

Cover Image: © Vertigo3d/Getty Images ISBN 978-1-119-66830-5

WILEY

\I “'” Il

9%781119%668305




