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O O In this chapter] we discussed the work of management and the similarities and differences betweenfinancial
and managerial accounting. Managers use managerial accounting reports in their planningand controlling
activities. Unlike financial accounting reportsl] these managerial accounting reportsneed not conform to
Generally Accepted Accounting Principles and are not mandatory. In particularC] managerial accounting places
more emphasis on the future and relevance of the datalJ less emphasison precision] and focuses more on the
segments of the organization than does financial accounting.[] [1 We have also looked at some oftbe ways in which
managers classify costs. How the costs willbe used——for preparing external reportsC] predicting cost behavior(
assigning costs to cost objectsC] ordecision making——will dictate how the costs are classified.[] [ For purposes
of valuing inventudes and determining expenses for the balance sheet and in-come statement[] costs are classified
as either product costs or period costs. Product costs are as-signed to inventories and are considered assets until the
products are sold. At the point of sale[] product costs become cost of goods sold on the income statement. In
contrast[] period costs aretaken directly to the income statement as expenses inthe period in which they are
incurred.l] O In a merchandising companyJ product cost is whatever the company paid for its merchandise.For
external financial reports in a manufacturing companyld product costs consist of all manufactur-ing costs. In both
kinds of companiesd selling and administrative costs are considered to be periodcosts arid are expensed as
incurred.l] O For purposes of predicting how costs will react to changes in activityl] costs are classified into
twocategories——variable and fixed. Variable costsU in total(J are strictly proportional to activity. The
variablecost per unit is constant. Fixed costs[] in totallJ remain at the same level for changes in activity that
occurwithin the relevant range. The average fixed cost per unit decreases as the number of units increases.[] [J For
purposes of assigning costs to cost objects such as products or departments] costs are clas-sifted as direct or
indirect. Direct costs can be conveniently traced to cost objects. Indirect costscannot be conveniently traced to cost
objects.

Page 5



00004, tushu007.com
<O QO00dn>>

goon
gobboooboupbDFODODDODOOOO0O0O0OO0OOOODOOO

0000000 :http://www.tushu007.com

Page 6



