PREFACE

Bringing Real-World Focus To

Managerial Accounting.

The world of business is changing dramatically. As a result, the role of managerial

accounting is very different than it was even a decade ago. Today, managerial

accountants serve as internal business consultants, working side-by-side in cross-

functional teams with managers from all areas of the organization. For a thorough

understanding of managerial accounting, students should not only be able to

produce accounting information, but also understand how managers are likely to

use and react to the information.

The goa| of Manageria| Accounting is “Major strength is how it relates managerial accounting

. . . to the general management function and reveals the

to acqualnt students of business with managerial accountant as an important member of the
management team.”

the fundamental tools of management — Linda C. Bowen,

accounting and to promote their under- University of North Carolina — Chapel Hill

standing of the dramatic ways in which

the field is changing. The emphasis throughout the text is on using accounting

information to help manage an organization.
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Your Managerial Accounting Class

Focus Companies.

Focus Companies provide a powerful strategy for fostering
learning, and Hilton’s integration of focus companies
throughout the text is unmatched by any other managerial
accounting book. Each chapter introduces important
managerial accounting topics within the context of a realistic
company. Students see the immediate impact of managerial
accounting decisions on companies and gain exposure to
different types of organizations. Examples from select Indian
companies have been added to familiarize the students with
developments in India.

Balanced.

Hilton’s Managerial Accounting offers the most balanced
coverage of manufacturing and service companies. He
recognizes that students will be working in a great variety of
business environments and will benefit from exposure to
diverse types of companies. Hilton uses a wide variety of
examples from retail, service, manufacturing, and nonprofit
organizations.

Contemporary.

Hilton continues to be the leader in presenting the most
contemporary coverage of managerial accounting topics.
The traditional tools of managerial accounting such as
product costing and budgeting have been updated with
current approaches. New topics such as environmental cost
management and The Sarbanes-Oxley Act have been
added.

Flexible.

Managerial Accounting is written in a modular format
allowing topics to be covered in the order you want. For
example, Chapter 17 covers absorption, variable and
throughput costing. Many instructors like to cover this topic
early in the course. So, Chapter 17 is written so that it can
be assigned right after Chapter 3. A table showing the text's
flexibility is in the Instructor's Resource Manual.

“The company story acts as a hook to
get students interested in the chapter
material.”

— Michele Matherly,

University of North Carolina at
Charlotte

“In today's world, it is important to
teach the student from a standpoint of
a variety of different business
organizations. Hilton does a great job
of diversifying his material among
various types of business
organizations.”

— Marilyn Ciolino,

Delgado Community College

"Perhaps what sets Hilton apart from
the competition is its recognition that
the world consists of more than
manufacturing firms, and that
managerial accounting plays a
significant role in service and not-for-
profit organizations.”

— Lanny Solomon,

University of Missouri — Kansas City

“The book goes beyond covering the
basics and organizes and integrates
contemporary topics nicely.”
—Harrison McCraw,

State University of West Georgia
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How Does Managerial Accounting: Creating Value In
A Dynamic Business Environment

Bring The Real World Into Your Classroom?

FOCUS COMPANIES

Students need to see the relevance of
managerial accounting information in order to
actively engage in learning the material. Ron
Hilton found that by using Focus Companies to
illustrate concepts, students immediately saw
the significance of the material and became
excited about the content. Hilton’s integration
of Focus Companies throughout the text is
unmatched by any other managerial accounting
textbook. Each chapter introduces important
managerial topics within the context of a
realistic company.

Whenever the Focus Company is
presented in the chapter, its logo is shown so
the student sees its application to the text topic.

CONTRAST COMPANIES

New to this edition, a Contrast Company is
now introduced in each chapter. In most
cases these highlight an industry different
from that of the Focus Company. This
feature allows even greater emphasis on
service-industry firms and other non-
manufacturing environments. The Focus
Companies and Contrast Companies are
listed on the front endpapers.

Focus Company and Contrast Company Used in Each Chapter

[r— [— conrast
Chapter Title Focus Company Logo Industry Company
1. T Crngog o Nargeil T W ey Corgory ] Etamertcompy Tho 6o
Azourtingina Dyaric Wait Disney pro
Business Environment. Company

COmet

Cometcomp.com

Adondack Outiters Lo |2

of basebal WP Sports,

5. Actuity Based Costng Patio il Company

THIS CHAPTER’S FOCUS COMPANY

is The Walt Disney Company. This entertainment
services company is a giant in the industry with
theme parks, feature film studios, animation
studios, television broadcasting, hotels and resorts, Pyt
and retail stores. Using The Walt Disney Company as
an illustration, we will introduce the field of
managerial accounting. We will explore how
managerial accountants work in partnership with
managers to add value to the organization. The
major themes of managerial accounting also are
introduced, and we will return to them throughout

the book.
Wait Disney
Company

Each chapter is built around a focus
company, in which the chapter’s key points
are illustrated. This chapter's focus is on
The Walt Disney Company. The focus

companies in subsequent chapters are IN CONTRAST

not real companies, but they are realistic ~ to the entertainment services setting of
scenarios built on actual company The Walt Disney Company, we will turn our
practices. attention to Gap, Inc. This major clothing
retailer has over 3,000 stores around the

world, which sell Gap, Banana Republic,
§| Old Navy, and Forth & Towne apparel. We
| will explore Gap’s value chain, which is
the set of linked, value-creating activities,
ranging from securing basic raw materials
and energy to the ultimate delivery of
products and services. As a retailer, Gap
focuses on apparel design, marketing, and
sales. All manufacturing of its clothing
lines is contracted out to garment manu-
facturers throughout the world.

Each chapter also includes a contrast company. In most cases, the contrast company
will present a key chapter topic in an industry that is different from that of the focus
company. In this chapter, the focus company (Walt Disney) is an entertainment services
company, whereas the contrast company (The Gap) is a fashion retailer. The discus-
sions are also supported by illustrations from Indian companies to bring in contextual
familiarity.




REAL-WORLD FOCUS

Activity-Based Costing

Managerial Accounting:
A Business Partnership with Manag t

The role of mai

ting is very differ
rial accountants o

“We are looked upon as
business advisors, more
than just accountants,
and that has a lot
with the addtional
analysis and the

forward-looking goals
we are seting.” (1a)’
Caterpillar

cruncher and financial

of is the role it plays in strategic manag;
lighted later when we discuss Balanced Score Card and Value Ch:
An o ement team, on which m:
» agi

"As most students taking a basic principles of
managerial accounting course are not accounting
majors, they don't always understand why they
need to know this information. | believe you could
use them to show why finance people, marketing
people, management people, etc., need to know
this information.”

—Lois Mahoney,

Eastern Michigan University

NN P N
Management Accounting Practice
SUGUNA POULTRY FARM LTD.
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Real-World Examples

The Hilton text provides a variety of thought-
provoking, real-world examples to focus
students on managerial accounting as an
essential part of the management process.
Featured organizations include FedEx, Ford,
Bank of America, Amazon.com, the Gap, and
many others. Example from Indian companies
have been added at various places to highlight
the applications of management in India.

In Their Own Words

Quotes from both practicing managers and
managerial accountants are included in the
margins throughout the text. These actual
quotes show how the field of management
accounting is changing, emphasize how the
concepts are actually used, and demonstrate
that management accountants are key players
in most companies’ management teams.

Management Accounting Practice

The managerial accounting practices of well-
known, real-world organizations are highlighted
in these boxes. They stimulate student interest
and provide a springboard for classroom
discussion.

Focus on Ethics

This feature is included in most chapters.
Focus on Ethics poses an ethical dilemma,
then asks tough questions that underscore the
importance of ethical management. Some of
these are based on real-world incidents while
others are fictional but based on well-
established anecdotal evidence.
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A FOCUS ON EXCEPTIONAL
END-OF-CHAPTER MATERIAL

Managerial Accounting is known for its comprehensive and reliable end-of-chapter
material. Each chapter includes an extensive selection of assignment material including

Review Questions, Exercises, Problems, and Cases.

Review Problems present both a problem and a
complete solution allowing students to review the
entire problem-solving process.

Key Terms are bolded in the text and repeated at
the end of the chapter with page references. The
book also includes a complete Glossary of Key
Terms. Key Terms are also available as online flash
cards at the book's Web site.

Review Questions, Exercises, Problems, and
Cases are comprehensive in covering the points in
the chapter. They exhibit a wide range of difficulty
and the Instructor's Manual provides guidance for
the instructor on the difficulty level and time required
for each problem. Numerous adapted CMA and
CPA problems are included.

A e e e A e e e e ]
Key Terms

Review
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Each chapter includes problems and cases exploring key business areas.
Logos next to the problems identify these topics.

ﬁm Ethical Issues

P~

soupor [ e

Business Excel

International ,
Communication Xee!l " Template

Issues

EXCEL

Spreadsheet applications are essential to contemporary accounting practice. Students
must recognize the power of spreadsheets and know how accounting data are presented
in them. We discuss Excel applications where appropriate in the text.

Tl e s e me eom o e = CACo
Benchmarking

parison of existing methods and performance levels with those of other organizations or S i p i p
B e S 19 everal exercises and problems in each chapter
‘ganizations benchmark their operations against similar organizations, including their

e —— include an optional requirement for students to

of organization. For example, a telecommunications company benchmarked its customer .

service operations against a NASCAR pit crew. The idea was o see how the telecommunications company's customer B ld s d h t d | h | H

service unit could improve its response time by learning from the NASCAR crew. The pit crew, of course, had honed ul da p readsnee to eve Op t e SO Utl on.

its procedures meticulously to get the necessary service accomplished in the least time possible. This type of bench-

‘marking study is sometimes referred to as benchmarking “outside the box.”

Required:

1. How could your college or university benefit from benchmarking against a similar institution of higher education?

What departments, operations, or procedures might be appropriate for the focus of such a benchmarking study?

2. How could your college or university benefit from benchmarking outside the box? What departments, operations, or

benefit from sucha study? What » ‘might be chosen for the benchmark-

ing study?

Problem 9-41 I—
Healthful Foods Inc., a manufacturer of breakfast cereals and snack bars, has experienced

g:ﬁj‘;"eg‘;gfjja‘ svealyess of sy growth s, profis,nd ividends while miing - Many problems can be solved using the Excel
w124 it e ot e sl e,y e s e o |
v [ : eve 3 H
m ofditecorsesablished the following five-year inancialobjectves. SpreadSheet templateS contained on the text's
J + Tncrease sals by 12 percent per year. . . .
I Web site. An Excel logo appears in the margin

* Maintain long-term debt at a maximum of 16 percent of assets.

Thesefnanca bjectivs ave beenatained o thepstthe years At the egining fst e the presiden next to these problems for e asy identification
of Healthful Foods, Andrea Donis, added a fourth financial objective of maintaining cost of goods sold at a maximum of

70 percent of sales. This goal also was atained st year.
The budgeting process at Healthful Foods i fo be directed toward ataning these gols for the forthcoming year, a

‘Good description of managerial accounting

tools. Easy to read and understand. Strength "Excellent in comparison to the competition. It

is in the end-of-chapter problems - good is thorough and has a good qualtty and
variety and lots of them.” quantity of material for students to test
—~Priscilla Wisner, themselves.”

Thunderbird, The Garvin School of — L aura Rickett,

International Management Kent State University



Preface Xiii

WHAT'S NEW IN THIS EDITION?

Contrast Companies

New to the seventh edition is a contrast
company in each chapter. As in previous
editions, each chapter is built around a
realistic Focus Company in which the
chapter's key points are illustrated. In this
edition, however, a Contrast Company is also
introduced, which in most cases will feature
an industry different from that of the focus
company. This new feature allows even
greater emphasis on service-industry firms
and other non-manufacturing environments.
The focus companies and contrast companies
are listed in the front endpapers.

Greater Emphasis on the Service Industry
In addition to introducing the contrast
companies described above, a greater effort
has been made to point out the relevance of
managerial accounting concepts and tools in
service-industry settings. Many examples are
given throughout the text of real-world service-
industry firms using managerial accounting
information.

The Sarbanes-Oxley Act

Three sections of Sarbanes-Oxley (SOX) are
germane to management accounting,
because they address aspects of internal
controls over financial reporting. Section 101
establishes the Public Company Accounting
Oversight Board (PCAOB), which has
established requirements for assessing
internal controls. The sections that have
caused the most significant challenges for
companies, and hence created the most
controversy, are sections 302 and 404. The
implications of these three SOX sections are
covered in the 7th Edition.

Streamlining

To streamline this edition, Chapters 5 and 6
have been heavily revised and reorganized.
Significant changes to both the content and
pedagogy in these chapters, which cover
activity-based costing and activity-based
management, make these challenging topics
more accessible to students.

Updated Topic Tackler

This popular tutorial offers a virtual
helping hand in understanding the
most challenging topics in the
managerial accounting course.
Through a step-by-step sequence of
video clips, PowerPoint slides, interactive
practice exercises, and self-tests, Topic
Tackler offers help on two key topics for each
chapter. These topics are indicated by a logo
in the text. New in this edition are audio-
narrated electronic slides.

Focus on Ethics

Several of the Focus on Ethics pieces have been
revised to make this feature even more useful as a
vehicle for exploring ethical issues in the classroom.
The Focus on Ethics piece in Chapter 1 has been
revised to reflect the new Statement of Ethical
Professional Practice adopted by the Institute of
Management Accountants in 2005. The Focus on
Ethics piece in Chapter 5 addresses difficult ethical
issues that can arise in the aftermath of an ABC
project. The Chapter 6 ethics piece addresses the
use of customer profitability analysis as the basis for
providing differential treatment for different classes
of customers.

End-of-Chapter Material

The end-of-chapter material has once again
been very heavily revised. Several new
problems have been added, and virtually all of
the exercises, problems, and cases contain
data different from that in the sixth edition.

Complex Problems

A set of complex problems have been added to
select chapters to challenge interested
students who might be looking for advanced
level problems.

Build a Spreadsheet

This new feature adds a spreadsheet
requirement to several exercises and
problems in each chapter. Students are asked
to build an Excel spreadsheet that will solve
the exercise and then manipulate the solution
by changing some of the key data in the
exercise.
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Heavily revised coverage of key topical areas, brand new pedagogy for the
most challenging topics, and new assignment material make this edition more
useful than ever to students and faculty alike.

SIGNIFICANT CONTENT CHANGES

Chapter 1: Coverage of IMA's new Statement of
Ethical Professional Practice. New coverage of the
balanced scorecard using United Parcel Service as
an illustration. Expanded coverage of the value
chain. Introduction of Contrast Company: The Gap,
an apparel retailer. (In contrast to the Focus
Company: The Walt Disney Company, an
entertainment services company.)

Chapter 2: Introduction of Contrast Company:
Midas, an automotive service company. (In contrast
to the Focus Company: Comet Computer Company,
a manufacturer.)

Chapter 3: Introduction of Contrast Company:
Midtown Advertising Agency, an advertising services
company. (In contrast to the Focus Company:
Adirondack Outfitters, a manufacturer of canoes and
small boats.)

Chapter 5: Heavy revision and reorganization of
material covering activity-based costing. Brand new
pedagogy, making this challenging topic more
accessible to students. New Focus Company: Patio

Grill Company, a manufacturer of gas barbeque grills.

Introduction of Contrast Company: Delaware
Medical Center, a health care provider.

Chapter 6: Reorganization and revision of activity-

based management coverage. New Focus Company:

Patio Grill Company, a manufacturer. Introduction of
Contrast Company: Federal Express, a worldwide
express delivery service.

Chapter 7: Introduction of Contrast Company:
Cosmos Communications Technology, a
manufacturer of communications satellites. (In
contrast to the Focus Company: Tasty Donuts, a
restaurant chain.)

Chapter 8: Introduction of Contrast Company: Accu-
Time, a manufacturer of digital clocks. (In contrast to
the Focus Company: Seattle Contemporary Theater,
a nonprofit theater organization.)

Chapter 9: Movement of the chapter's appendix
covering inventory management to a stand-alone
appendix at the end of the textbook. Introduction of
Contrast Company: Philadelphia Fitness

ONLINE LEARNING CENTER (OLC)

Cooperative, a fithess club. (In contrast to the Focus
Company: CozyCamp.com, a manufacturer of
camping equipment, with online sales)

Chapter 10: Revision and expansion of coverage of
the balanced scorecard. Introduction of Contrast
Company: Forest Home National Bank, a financial
services company. (In contrast to the Focus
Company: DCDesserts.com, a producer of fresh
fancy desserts with emphasis on e-commerce.)

Chapter 11: Introduction of Contrast Company:
Upstate Auto Rentals, a car-rental service company.
(In contrast to the Focus Company:
DCDesserts.com, a producer of fresh fancy desserts
with emphasis on e-commerce.)

Chapter 12: Introduction of Contrast Company:
Handico, a manufacturer of cordless phones. (In
contrast to the Focus Company: Aloha Hotels and
Resorts, a hotel and resort chain.

Chapter 13: Introduction of Contrast Company:
Suncoast's Food Processing Division, which operates
bakeries and dairy and meat processing plants for
the grocery retailer. (In contrast to the Focus
Company: Suncoast Food Centers, a grocery
retailer.)

Chapter 14: Introduction of Contrast Company:
International Chocolate Company, a chocolate
producer. (In contrast to the Focus Company:
Worldwide Airways, an airline.)

Chapter 15: Introduction of Contrast Company:
Marine Services, a marina service and construction
company. (In contrast to the Focus Company:
Sydney Sailing Supplies, a sailboat manufacturer.)

Chapter 16: Introduction of Contrast Company:
High Country Department Stores, a retailer. (In
contrast to the Focus Organization: City of
Mountainview, a city government.)

Chapter 18: Introduction of Contrast Company:
International Chocolate Company, a chocolate
producer. (In contrast to the Focus Company:
Riverside Clinic, a health care provider.)

We offer an Online Learning Center (OLC) that follows Managerial Accounting chapter by chapter. It can be

accessed at www.mhhe.com/sie-hilton7e





