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Financial & Managerial Accounting, 5e

FOR EQUAL COVERAGE
THERE IS NO EQUAL.

GNDERSTAND K EXPERIENCE

ACCOUNTING BUSINESS

WARREN s REEVE / FESS




Blour rounpation v
BUSINESS BEGINS HERE.
Financial & Manngerial Accounting is the
answer for a balanced coverage of financial and
managerial accounting, The first authots to
respond to the need for more managerial
coverage, Warren, Reeve/Fess bring you a
wiarket-leading text, based on their time-tested

teaching approach.

BlreearinG You 10
4,

BECOME TOMORROW'S

BUSINESS LEADER.

Whether you become an accountant or other

business leader, key features of this text will

preparc you to meet the challenges of the
corporate business world.

+ “Using Accounting to Understand Business”
examples show you how business feaders
use accounting information.

+  Real examples straight from the business
world and excerpts from populas business
journals demonstzate how accounting
shapes busingss decisions.

*  “What's Wrong with This?" and “What Do
You Think?” exercises help hone your
critical-thinking skills.

+  Financiak and Managerial Analysis Cases
strengthen your decision-making abilities.

*  An amay of hands-on software aids your
learning and illustrates how technology
supports accotnting,

See page XV for this edihors speafic content enhancements.

For yone leisitty, WasrenRoerell i 1 aoosable i o hardeouer
Financial & Managerial Accavnting, Se, softcover Corporate
Finaucial Accownting, 5e: and suftcvver Mastagerial Accounting, 5e
Thus e ust e more vason sehy Warren{Recoelfese i the
el apprech hat s o el




B ivavaar & Manaceriar.— lnar can You exeect?
ACCOUNTING, 5E, 1S THE Content that's relevant to you. A format and
LEARNING SYSTEM THAT'S writing styfe that students fike you told us you
CURRENT WITH TODAY. like, And examples that make accounting more

This learning package is current m its content, interesting, more pertinent, more real world
15 style of teaching, andl as a flexible learning We even bing; you video lecture tapes and a
system. s the culmination of our asking Student Tutorial Software in case you miss class
instructors what they need for teaching, what or nced extra help. We want you to succeed so
works with students, and which teaching tools we offer an unparalleled supplemental learming
really make a difference in the classroom. package to help you do just that. That’s

Count on Financial & Managerial Accounting why Firancial & Managerial Accounting, 5,

t0 be the learning package that will help you has no equal!

succeed in the accounting pottion of your

business curricubum
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HINANCIAL & MANAGERIAL ACCOUN:

TING, 5E, 18 TULL OF FEATURES TO HELP YOU

UNDERSTAND HOW ACCOUNTING FUNCTIONS IN TODAY'S BUSINESS WORLD. FROM

COVER TO COVER, YOU'L), FIND VALUASBI
CAREER PATH YOU CHOOSE. TAKE A 10X
INTERESTING TOPICS THAT LIE AHEAD.
NEW!

\

“Using Accounting To

Understand Business”
Financial & Managerial Accounting, 5¢,
-1 puis accounting into real-world context

" Each chapter includes one or more infor-
mative examples that clearly connect accounting,
to the business environment and show how, a5 a
future business person, you wil use accounting

information. See pgs. 12,91, 148, 364, 475.

v

1.E INFORMATION NO MATTER WHAT
0K AT SOME OF THE MANY RELEVANT AND

Host 1 drenples

4 ¢ BMW, JCPenney Co., General Electric,
ki Coca-Cola, and numerous other busimess

examples demonstrate how accounting

15 used in organizatsons and how it affects busi-
nesses worldswide. Integrated throughout the
chapters and in the end-of-chapter cases and
problems, these examples add concrete meaning
to concepts and principles. See pgs. 7, 13,43,

11, 150, 236, 339, 469. =
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Excerpts From Popudar Journats

What's “in the news” is in this text. Brief
excerpts from The Wall Street Journal, Forbes,
Busiriess Week, and other periodicals generate
stimulating discussions and help you see
accﬁunhng in the current

business press.
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“You And Acorunting”

Found at the beginning of each chapter, these
short “stories’” relate your personal experiences
to the chapter’s topic, making the material
more enjoyable to read and easier to grasp. See

pes. 6,41, 89,124, 256, 401. 5

“What's Wrong With This?”

These unique excrcsses will challenge you to

.., anlyze and discover what is wrong

" with a financial statement, report, or

Bese

i [N
e o

* management decision. You'll gain
‘practical experience and eritical-thinking skills
that will assist you in the business world, See

Pgs. 30, 83, 154, 244, 455.




PUT ACCOUNTING INTO PRACTICE.

S

“VE’\; MORE EXERCISES AND ACTIVITIES HELP YOU APPLY WHAT YOU'V

EARNED

FROM FINANCIAL & MANAGERIAL ACCOUNTING, 5%,

NEW! Cases

Cases in every chapter ave designed to help you
use accounting to make business decisions and
develop your artical thinking. I

+ B Fthics cases stimulate dis

sion
on ethical dilemmas in business, Gee

317

pgs. 36.25

Financial analysis cases based on
the annual report of Hlershey Foods

Carporation help you develop analytical

Is. See pgs. 87, 285, 465.

5

Managerial analysis cases require you fo

use analytical tools in a decision-making

setting. Sec pgs. 695, 725,

Here's a great oppertunity to practice what
you're

Teaming.

Aspou
study each step of the accountang eyele, you
cart follow a single company, Music A LaMode,
from it fransactions to the effet of those
transactions on its financial statements,

See pgs. 37, 81,120, 163

Sipssansy

i e
E i co
QMMW\W S

Commmeaiion bems g
sersen Communication items at the
@i
end ot chapters elp vou
develop evsential communication skills, key to

your business success. See pgs. 112, 121, 315.
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Comprehensive Psoblems

Found at the end of Chs, 4, 5, 16, and 13, these
Compuier King Corporation f, learning applications integrate and summanze
Computer King, o company introduced in concepts and principies of several chapters
Ch. 1 and sed in Chs. 26, helps you tie o test your comprehension and help vou
together elements of the accountiag cycle. ‘prepare for and pass your midterm and final
See pgs. 43, 93, 174, exams. You may complete those problems

manually or use the available Slutions

“What Do You THink?” Exercises Software. See pgs. 164,206, 395.

Found in the end-of-chapter matenial,

< these exereises require analyses bevand The Basies
1

the material included in the text. Real You'll tind this handy review of basic

companies like Ford and Delta are prescnted. accounting facts conveniently located in

the text m

See pgs. 86, 121.




TOOLS TO BUILD YOUR SKILLS FOR
THE BUSINESS WORLD

-mmcm & MANAGERIAL ACCOUNTING, 5E, HAS THE TECHNOLOGIES THAT
YOU'LL NEED TO KNOW FOR THE WORKPLACE. LEARNING THESE EASY-TO-USE,
AFFORDABLE TECHNOLOGIES WILL SEND YOU INTO THE BUSINESS WORLD WITH THE
SKIELS AND CONFIENCE TO HELP YOU SUCCEED.

Solutions Software for Financial Accounting
3 The best selling educational general

Tedger package is now available for
Windows®. Solving end-of-chapter
and comprehensive problerns is as easy as
dlicking icons with a mouse.

Solutions Software for Windows

{ISBIN 0-533-86378-1)

Solutions Software for IEM, 35" Vetsion
(ISBN 0-538-86373-0}

Solutions Sottware for IBM, 5.25” Version
(98N (152

Sssbtart byta CWHEAT 50

Thus new, user-friendly software for
> Windows visually teaches you the

relatonships betweett journals,
ledgers. and financial statemients as you solve
many end-of-chapter problems. A buile-in
tutor hanetion includes numerous hints and
hielp sceens.
HAT for Windows (ISBN 0-538-86284-X)

cled these

wetoz mew dleeady have
shems a5 part of your euaisse matenals
O, yon may aid to s v Bbrazy by contaciing

vour bookstort mamager with the BN provided

Specadhiioal Applications oft.ae

% 3 Dozens of probleons can be sofvd

g

Quattro®, or Fxcel®. Alternatne “Whataf '

9% using most standard spreqdsfioct

8,

0 packages. such 25 Lot 1-2

seenarios are also presented.

Financial Accounting Tempiate for I8M,
3.5 Version (SBN 0-538-56383-8)
Managerial Accounting Template for IBM,
3.5 Version (ISBN 0-538-16383-9)

Decisson Tonis Suftsvare

Avsetof managerial accouiing problerns can be
salved usig this easy
emphasss from computation to “What-it”
analysis of data and results. You'll develop

~to-use software, shiftng

cal skills as you learn tause about the

“real world” uses of decrsion tools, Manageral

Aceounting Decision Tools for IBM, 35" Version
(ISHN 0-533-84862-6)

Additional Student Supplements
Financial Accounting Stady Guide.

(ISBN {-338-85311-3)

Managerial Accounting Stady Guide,

(ISBN U-538-85343-3)

Financral Accounting Study Guide, with
 lustrative Problems Video

(ISEN 0-536-85%474)

Masagerial Accouning Stady Guide,

with Thustratis e Probiems Video
(ISBN: 0-538-86544-2)
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nINANLML & MaNACERIAL ACCOUNTING, 5F, 18 AT THE FOREFRONT OF TBACHING
WITH THE BROADEST SPECTRUM OF SUPPORT, FROM IRADITIONAL MATERIALS T0
THE LATEST INTEGRATED CLASSROOM TECHINOLOGY ~ MORE THAN 5 SUPPLEMENTS
10 CHOOSE FROM FOR YOU AND YOUR STUDENTS.

NEW! South-Western Integrated Media L
Manager ISWIMM)

TD-ROM

SWINM b5 also as ailabie on CT-ROM,
This new Windaws software program brings

together a wide arn of cormputerized presen-

tation toods into 00e searsless <2 -yto-tse
package. You can

switch between

THE LEADER

the presentatior:

Understand Accounting,

tools and software

applicatiens with
just a single chick of the mouse to create
compelling in-cass prescncations. You can

fncarpordie Your 0wn presenialion malerials 1 . e a]
POIE YT preseniatl o T e
R

or select frem South Western's Prosentabion
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Summary of Contents and
Changes

The most significant changes made in the 5th edition
of Financial and Managerial Accounting were reducing
the number of chapters from 27 to 23 and simplifying
the coverage of managerial accounting. The reduction
in chapters was accomplished by converting the chap-
ter on the statement of cash flows to a module that can
be assigned at any point in either the financal course

Chapter 3
The Meatching Concept and the Adjusting Process

Chapter 4
Completing the Accounting Cycle

Chapter 5

or the course, and by the mate-
rial in the cost concepts and terminology chaptcr into
other chapters as terms are introduced.

Below you'll find a chapter-by-chapter account of
the changes made in the 5th edition of Financial and
Marnagerial Accounting You'll see how Warren/
Reeve/Fess have continued to adhere to AECC recom-
mendations that help your students excel in their
fearning and help you emphasize important aspects in
your classroom.

for
The work sheet and closing entries are covered ina

chapter appendix.

Chapter 6

Accounting Systems, Intemal Controls, and Cash

“The section on internal control framework was revised
to follow the recommendations of the Committee of
Sponsring Organizations (COSO) of the Treadway
Commission. The discussion of internal controls for
cash was moved to follow the general discussion of in-

Chapter L ternal contrals.
Introduction to Accounting Concepts and

Practice Chapter 7

Financial and ¢ ing are i and Femporary

in the discussion of specialized accounting fields.

Chapter 2
Analyzing Transactions

The discussion of accounts receivable and uncollectible
receivables was moved to the beginning of the chapter.
The discussion of temporary investments was updated
to reflect FASB 113.

xv



Chapter 8
Inventories

Chapter &

Plant Assets and Intangihle Assets

Anew exhibit summarizing the costs of acquiring
plant assets was added. The sum-of-the-years-digits
method of depreciation is covered in a chapter appen-
dix. The discussion of compos dep
reduced

iation was

Chapter 10
Payrol!, Notes Payable, and Other Current Liabilities

The illustration of income-sharing bonuses was elim-
nated . Form 941 is now a transparency master in the
Instructor’s Resource package. The pension discussion
was revised to present pensions as cither defined con-
tribution plans or defined benefit plans

Chapter 11
Bonds Payable and Investients in Bonds

The coverage of bond sinking funds was significantly
reduced.

Chapter 12

Corporations: Organization and Equity Rights

Asection on forming a corporation, includng the dis-
cussion of organiation costs, was added at the begin-
ning of the chapter. A discussion of stock splits was
added

Chapter 13

Corporate Eamings, International Transactions, and Invest-
ments in Stocks

Adiscussion of the price-eamings ratio was added.
The discussion of foreign transactions was moved to
precede the discussion of prior period adjustments.

Statement of Cash Flows
This module is the complete text and assignment ma-
terials hat were formerly included in a chapter.

Annual Reports and Finarcial Statement Analysis

Chapter 14

Managerial Accounting Concepts and Pringiples

Anew diagram illustrating the differences between fi-
nancial and managerial accounting was added. A hy-
pothetical printing company is used in this chapter to
introduce manufacturing accounting. The manufactur-
ing cost terms and the financial staternent discussion
from Chapter 16 in the previous edition were incorpo-
rated into this chapter.

Chapter 15

Job Order Gost Systems

The illustration of the hypothetical printing company
is continued in this chapter. The comprehensive illus-
tration of a job order costing system wwas eliminated.
The section on direct labor overhead allocation in auto-
mated job shops was eliminated.

Chapter 16
Process Cost Systems

The cost allocation work sheet was modified to serve
as the cost of production report format. The decision

making section was stmplitied. The appendix on the

average cost method was eliminated.

Chapter 17

Cost Behavior and Cost-Volume-Profit Analysis

“The chapters on cost behavior and cost-volume-profit
analysis in the previous edition were combined into a
single chapter. The coverage of cost estimation tech-
niques was reduced. The sections on cost behavior and
planning and cost-volume-profit analysis for two ac-
tivity bases were climinated. The appendix on variable
costing was expanded into a chapter (Chapter 18),

Chapter 18

Profit Reporting for Management Analysis

This is a new chapter derived from the appendix on
variable costing in the previous edition

Chapter 19

Budgeting

The discussion of standard costs was toved to new
Chapter 20. A section on human behavior and budget-
ing was added. The ilustration of the cash budget was
expanded.

Chapter 20

Performance Evaluation Using Variances from

Standard Costs

This is a new chapter on standard costs, organized
similarly to the section on standard costs in the previ
ous edition’s Chapter 21. This chapter includes the di:
cussion of overhead variances from the previous edi-
tion’s Chapter 22, which was eliminated. A section on
nonfinancial performance measures was added at the
end of the chapter.

Chapter 21

Evaluation for D
The discussion of responsibility accounting for profit
centers was revised to focus on operating income, ser-
wice department charges, and controllable aperating
income. The discussion of investment centers was




revised to use terminology consistent with that of
profit centers. The discussion of transfer pricing was
reduced,

Chapter 22

Differential Analysis and Product Pricing

The discussion of the economic theory of product pric-
ing; was eliminated. The section on profitability and
pricing under production bottlenecks was simplified.

Chapter 23
Capital Investment Analysis

Chapter 24 .

Cost Allocation and Activity-Based Costing

This chapter was simplified and moved nearer the end
of the text.

Chapter 25

Cost for JustinTime

This chapter was simplified and moved nearer the end
of the text.

Appendices

A, Interest Tables

B. Godes of Ethics

C. Altemative Methods of Recording Deferrals

D. Speciat Journals and Subsidiary Ledgers This appendix
was recast in the context of a service business, rather
than a merchandising business.

E. Pesindic Inventory Systems




