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About the book

English for Accounting has been specifically developed for people working
in accounting and finance who need English to communicate in a variety of
situations with colleagues and business partners. |n this short course, you
will learn the language related to accounting as well as ways ta achieve your
goals in meetings, in presentations, on the telephone, or when making
small talk.

English for Accounting consists of six units, each dealing with a different
area of accaunting, Every unit begins with a Starter, which consists of a
short exercise, brainstorming, or a guiz. This is followed by dialogues, texts,
and authentic documents along with a variety of exercises that enable you to
learn the important vocabulary and expressions in context. There are also
cross-references to the Partner Files at the back of the book. These provide
information gap exercises in the form of role-plays and they give you the
opportunity to practise the target language with a partner in realistic
situations.

At the end of every unit there is an Output activity, which is connected with
the topic of the unit and provides ocpportunities for discussion. Throughout
the boak there are Did you kmow? boxes that give extra information about
accounting and general working life in English-speaking countries. When you
have finished this course, you have the opportunity to test your knowledge of
the vacabulary from the units with the crossward in Test yourself!

At the back of English for Accounting you will find the Answer key, to which
you can refer to check your answers. There is also a Glossary of fimancial
terms and Transcripts of all the listening extracts.

The MultiROM contains all the Listening extracts from the book. These can
be played through the audio player on your computer, or through a
conventional CO-player. In order to give yourself extra listening practice, listen
to it in your car. The Interactive exercises let you review your learning by
doing extra activities on your computer; this will be particularly valuable if
you are using the book for self-study. As well as a summary of Useful phrases
and vocabulary there is also an A~Z wordlist with all the key words that
appeat in English for Accounting. This includes a column of phonetics and a
space for you to write the translations of the words in your own language.
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Introduction to
accounting

Make a list of all the different types of job you know about in accounting.

dceountant

baakkeslt_:rer

Here are some jobs and definitions. Fillin the gaps in the definitions with words from the hox
helow.

specializing = studying « forinspecting its accounts * processing the records
» giving administrative support ® to inspect its accounts

Trainee accountanis

Accountants who are "for professional examinations

Bockkeepers
Administrative staff responsible for ____7ofabusiness’s financial activities
Tax accountant

An accountant 3in a company's tax affairs

Back-office manager
Persan in charge of the staff responsible For i to the Finance department
Internal auditors

Employees of a company who are respansible 3,

External auditors

People employed by an outside firm of accountants and hired by a company

]
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&ucia

& 2 Michael Rogers, a CPA (Certified Public Accountant) from the US is meeting Paul Martens, the CFO
2 (Chief Financial Officer) of a company in Belglum. Listen to Michael’s conversation with Mr Martens’
secretary. Are there any jobs mentioned which are not included in the activities on the previous page?

@ 3 Now listen to the meeting. What is the reason for the meeting?

4 Here are some mixed-up phrases from the conversation. Re-order them so that they make sense,

1 in Mrmoment Martens you with will be a. 5 come Please in seat take and a,
2 have Did you a flight nice? & call finishing He's just phone a.
3 coffee Would some you like? 7 1o nice you meet It's,

4 keep Sorry you to waiting.

Now fill In the gaps with a suitable word from the box.

bad * absolutely * very = know e start = fill * Fairly

1 Youre ___ right.

2 Wouldyouliketo . bytelling me a little about your experience?
3 | guess you B that | studied economics in New Yark,

4 And then I'll ____ Youin on our group.

5 Your OV is : impressive,

& But that’s not a __ thing.

7 We're __ international here now:

Listen again to the meeting and check your answers.

5 Make two lists. In the first, write down topics which would be safe to talk about with a forelgn
business partner. In the second, write down unsafe topics. Compare with a partner.

Safe topics : Unsafe toplcs
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Work with a partner to practise greetings and small talk. Look at the phrasesin the box before
you go to the Partner Files.

Fartner A paEe 5o
Partner 8 page 5z

USEFUL PHRASES

Meeting people
Hella, MiMs ... . I'm ...,
It's nice to meet you,

| —(It's) Nice to meet you, too.

May | ntroduce you to .. ?
I'd fike to Introduce you to .. .
Hawve you met .. 7

T TSt B o B R A e i S8 e st -y o e et 3 g g e P

Offering hospitality

Can | take your coat?

Please come in and take a seat.

Can | get you a cup of coffeeftea?
Would you like something to drink?

- Yes, please. [ Yes, that waould be great.
— Mo, thank youw. [ Mo, thanks.

What do the following abbreviations mean? Check your answers in the article below.

GAAP = [FRS = |AS » JASC

International accounting

nternational companies can choose how
they present financial mfeemation to
outzide partizs. The rules and regula-
fions between countrics vary significantly
Aveountants worldwide are familiar with
the words ‘Cenerally Accepted Accounting
IHAATY. the

principles are:

Principles Some af brasic

*  the going concern principle
* the prudence prinviple
* the matching principle

*  the consistency principle.

The development of these principles has greatly
differed helween countries. For example, o
most Enghsh-speaking countries it iz often
arcepted practice to offsct unrealized zains

from unrealized loszes, or to re-value long Lerm
assels upwards, provided sulicient proof of
the ¢urrent value can be shown. This means
that aceounts can have very different values,
deperding on whether the company chooses
to. fullow local accounting standards, Intor-
national Finaneial Beporting Standards O 19RS)
— farmerly the International Accounting
Standards (IAS) - or U5 GAATF. Whether the
cotmpany can choose 18 governed by the laws of
the country whereit is remisterad, For example,
the U.5.A. and Japan curvently allow publiclv-
traded companies W0 prepare their financial
statements using the standards of the Inter-
national .-"l;r!t:{:unT.']!Lg Standards Commities
(TASC), but they
reconciliation to domestic GAAT

must alse include a
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Introduction to accounting

Use words from each box to make word partnerships. Then match them to the definitions below

outside « accepted ' English-speaking. . local accounting » puhliclﬁ-fréd.ed'

company e practice ® standards = parties = countries

A firm that sells its shares to anyone who wants to buy them.

For example, Australia, the LLK., and the LL.5.A.

The way that most people do something.

The rules and regulations which state how accountants operate in a particular place.
People or groups who are not invalved with the company.

L Y

The article mentions four basic principles of accounting. Match them to the definitions below.
Then check your answers in the glossary (page 58).

"

This principle is coneemed with the timing of the recognition of transactions in the accounts.
Iterns are recorded when the income or expense arises, and are not dependent an the movement
of cash.

ar

When preparing accounts, one must assume that the enterprise will still be viable in the years to
come. Practically all accounting items are alfected by this assumption, such as the carrying value
of fixed assets and inventories, and the ability to repay debts and other obligations.

What value should be given to the numbers in the accounts? It is normal to act pessimistically,
so that profits and assets are not overstated, and expenses and liabilities realistically valued.

The _ A

Accounts should be produced using the same principles from one year to the next. Deviations from
this principle must be noted, and the effects on the accounts shown.

Do you know of any differences in the application of these principles between countries?
What should a visiting accountant know about the principles in your country?
Make notes, and prepare to brief someone else in the class.
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Read this email on creative accounting, and then decide if the statements below are true [ /] or
false [X].

|
! Delete R_ép!',' RE;hF All Forward Print
o i ol

Subject: Craathe accounting
From: Rupert Greena <rgraanadinten.des
To: Javier Estrada <j.estradadintep.es=

Hi Javier

At our meeting yesterday you asked me to send you some background info on creative
accounting, and in particular off balance-sheet accournting.

Basically there's quite a bit of flexibility in the way we can interpret the standards and
principles of accounting. For example, we may want 1o report bigger profits so that we can
attract investors on the capital markets. On the other hand, smaller profits may be better
50 that we pay less tax. The problem is that the line between truthful and misleading
representation of figures is sometimes very thin, and this is where people get into trouble,

f Off-batance-sheal acoounting is seen by some as one type of creative accounting. (People
have been arguing about it for years, though!} The key point to rememker is that the
accounting treatment of legitimate business transactions can vary greatly. For example,
tmany companies are invelved in leasing for business reasons, and the guestion for the
accountants is how to present the financial implications of such leases in the accounts. In
theory, the ides is that leasing an asset (instead of buying it) allows the company to
exclude the liabifity from its accounts.

Hope this helps — give me a call if you have any more guestions.
Best wishes

Rupert

Accountants agree that creative accounting is a good thing.

Off-balance-sheet accounting is one way of creative accounting — there are athers.

Creative gecounting is sometimes used to try and attract more investors.

Accountants are allowed some flexibility in the way they present accounts.

Leasing is actually illegal.

Big profits mean paying less tax.

When a company leases an asset, the accountant doess't have to include it in the accounts.

I
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Introcuction o accaunhing

Listen to the conversation between the Managing Director (Charles) and the Financlal Director
(Sally). Answer these questions, Make a note of the words and phrases that helped you to
answer.

1 Do Charles and Sally agree that their company has
a debt problem?

2 What are the consequences of the debt problem?
3 Why do they need a solution to the problem sean?
4 How does Charles suggest they deal with it?

5 Has Charles made a final decision about what
to do?

6 Do we know whether Sally agrees with Charles’s suggestion?

Fillin the gaps in the extracts from the conversation.

Charles  The shareholders are getting nervaus, and the markets don't like our level of

g L We're getting mare and more questions about whether we can
5_ — . OMEE 2 in the |
t 3,

I's gelting harder to attract new investments. So | wanted to speak to you about what we
can do. We're investing a = = amount in our new factory in Germany so we

need to ¢ l - sr—sRa

solution soon. The new factory is very important, and we're looking at leasing the assets.

Sally You're thinking that if we | the a B wecan

exclude these | ! from the balance sheet?

Charles  Exactly.

Sally You know that the auditors will look very closely at these transactions? The accounting
5 8, ar principles if you like, mean that finance leases must be
e % If we are effectively the owner of these assets, then we're not
going to have ac i

Mow listen again and check your answers,
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14 Match these words with their meanings.

15

1 debt a anagreement between two or more parties, aften written

2 lease b the opposite of assets

3 gearing ¢ buying or selling something

4 liabilities d  someone who owns parts of a company

5 contract g maney that is owed

& [lransaction f  anagreement where the owner of something allows someone

else to use it for a specific time for a sum of money

7 shareholder g the proportion of gwn capital to barrowed funds when buying
an asset ar financing a campany

Use linbility, liobilities, debt, or debts to complete the sentences below.

1 He'll have paid his ___cff by neat e b
WEAT,
2 Look at the assets and on the

balance sheet if you want to know how the

company’s doing.

3 Many developing countries are burdened by

heawy
before we think abaut any & i the books - now
major new purchases. e ! '\ assets equal
S, liabilities!
5 The partnership has limited ——
status.
& Current ; are those which are paid off within a year
7 The company’s in to the tune of 10 million.

Mow listen and check your answers
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'16 inthe conversation in exercise 11, Sally agrees with Charles. Here are some other ways to agree or
disagree with someone, Put a tick (') next to the ones which mean agreement, and a cross (¥)
next to those which mean disagreement.

1 You've got a point there, ) g It's just ngton.
2 | see what you mean. & Fairenough. [_j

3 Me neither. 3 7 Point taken, 1}

4 MNoway 3

'17 Now use the above axpressions to respond to the following statements. Note that more than one
answer is possible.

1 ‘I think we should work fewer hours. | mean, almost everyone else in this company now works

35-hour weeks, and look at us!” * ’

2 ‘Can you come in next weekend? “What again? . '

3 ‘I'd like you to prepare the figures for next week’s presentation. But this time could you make

sure that you put our current client's name on the slides.” *

4 “We need ta finish this by next Wednesday. How about if we postpone the department party?

There's no other way.” !

g ‘Have you had a look at this? It's a disaster, a calastrophe!” "Hang on, it can't be that bad.
Ah, :

& ‘Look, we really need to convince the boss that some of the transactions have been wrangly

booked. | don't want prablems later”

7 ‘They want us to take a pay cut this year." ‘Are you kidding?

18 Do you agree with the speaker? Use the phrases above to agree or disagree and continue the
discussion with a partner.

it's time the world moved ta the same

Gff-balance-sheet accounting should accounting principles — everyone b
be made illegal. } should use U5, GAAP, }

¥

- I

SRR

Creative accounting is
o good thing.
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Becoming an accountant
CPA

The body which represents the interests of accountants in the U.S. isithe American = o
Institute of Certified Public Accountants (AICPA). To become a CPA, the applicafit must '3
meet the requirements of the state where he/she wishes to practise, as estﬂbhshad by
the law of that state and administered by the state boards of accountancy. & =
To qualify for certification, the applicant must:
1 sludy accountancy at a college or university
2 pass the CPA examination, which consists of four sections:

* Business Law and Professional Responsibilities

* Auditing =

» Accounting and Reporting - Taxation, Managerial, and Governmental and

Mot-for-Profit Orzanizations

# Financial Accounting and Reporting — BUEIHEEE Enterpnse&

3 hayve professional work experience In public actnuntlng

e
— T
bt gty

-:'

Most states require a qualified CPA to carry out regular professional trainine.

r "_"_i'.-'

Chartered Accountant

The major accounting bady in the UK. is the Institute of Chartéred Accotntants in
England and Wales [ICAEW).
To become a Chartered Accountant, the applicant must:
1 have sufficient school ar university education
2 apply for a tralning contract with a recognized company, which will
give him/her three years' work oxparience
1 pass the ICAEW's exams on:
* Accounting
= Audit and Assirance
Business Finance
* Business Management
* Financial Reporting
* Taxation
4 as well as prove hisfher knowledge an Commercial and Company Law, and then
with further exams on;
* Businegss Environment
* Business Life Cycle
* Advanced Case Study

CONER:TO YOU

How does the process of becoming an accountant in your country compare to those described
above?

Describe the general accounting rules and practices in your country. What standards are used to
prepare financial information? How is off-balance-sheet accounting treated in your country? How is
leasing reparted in accounts?



FlnaHCIal Statements Statement of Financial
- Pasitian, Notes, Annual
and ratios ettt
Balance Sheet, Statement e ——————— e S
of Cash Flows, Statement | g
af Earnings ... £ = J?m'r_kﬂ_
R i al Capitalization,
.4 Discounted Cas!
Flows ..

Management Accounts, "
Investments, Statement of |}
Shareholders' Equity ... ‘! ;
z g ol

e

S —

The man in the picture is thinking about
different types of financial statements.
Which ones are you familiar with?

Can you explain what they are used for?

e,

Here are two typical examples of the disclosures required under U.5. law.
In the U.K. one would be called a Bolance Sheet, and the other a Profit and Loss Statement.
In the L1.S. they have other names. Which is which?

Statement of Financial Position

At Decambir 3 (In millions) 2005
Assets

Cash and equivalents $ 18,278
Investrment securities 61,890
Current receivablas 6,870
Inventories 3,281
Financing receivablas 113,871
Insurance receivables 2,187
Other receivabies 1,008
Propery, plant and equipment — net 44 875
Investments ' 18,320
Intangible assals 17,898
All other assets B, 755
Total assets % 351,334
Liabilities and equity

Shor-term borrowings 82,736
Accounts pavable 10,209
Progress collactions 3,887
Dividends payable 1,102
Al other current costs and axpenses accrued 8,263
Long-term borrowings 70,354
Ingurance abilitias, resarves and annuity benefits 84,2683
All other liabilities 33,763
Daferred incoma taxes 14,198

Total Liabilities 318,835
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Financial statements and ratips | 18

Minarity interest in equity of consolidated affiliates 2,179
Common stock 1,214
Agcumulated galns/{iosses) — net 2,427
Other capital ' 9,834
Retdined aamings 29,772
Less comman stock held in treasury (12:827)
Total share owners equity 0,320
Total fiabilities and equity & 351,334
Statement of Earnings
For the years ended Decamber 31
{In millions; par share amounts in dollars) 2005 2004
Revenues
Sales ofgoods $ 78,547 % 74,387
Sales of services 4,267 5,825
Other income 1.434 1,228
Total revenues &d. 548 B1,540
Costs and expenses
Cost of goods sold 27458 25,728
Cost of services sold 4,255 5,801
Intzrast and financial charges 8,855 8.545
Insurance losses and policyhelder and annuity benefits 10,137 9,928
Provision for logses on financing receivablas 4,561 4,612
Other costs and expenzes 16,735 14,480
Mingrity Interest in net earnings of consolidated afilates _‘ ' 188 195
Total costs and expensas e 2288 54,189
Earnings before income taxes and accounting ;
changes 12,319 12,351
Frovision for income taxes 13, 188) 3,441)
Earnings before accounting changes 4,131 2910
Cumulative effect of accounting changes 1212} 0
Njearnhgs 5 8919 $ 8910
Per-share amounts
Fer-share amounts belore accounting changes
Diluted earnings per shara & 1.8 & 443
Basic earnings par share i i 5 114
Per-share amounts aftar accounting changss
Diluted eamings per share & 1.3 £ 1.13
Basic carnings per shara $ 1.4 $ 114
Dividends declared por share & .046 $ 045
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2  Match the words with their partners, and then look at the statements again to check.

g

i consolidated

"1”1319% :

7 intangible

& Uisedieil

Now match the word partners to their definitions.

d

An asset which does not have a physical nature (such as a trademark ora patent).

The holding company owns a minority interest (less than 50%s), but the accounts are
nevertheless consolidated.

The total legal obligations of a company to pay other parties.

The ordinary shares held by the owners, who therefore are the last to receive their money back in
the event of liguidation.

Ammounts that will be collected in the normal course of business within one year.

Profit which Is not paid out to shareholders in the form of dividends, but instead is kept by the
company to reinvest or pay off debts.

The amounts affecting common stockholders, but not from movements in the stock of the
company (e.g, currency translation adjustments).

3 Compare the financial statements on pages 14 and 15 to ones from your country. Make some notes
for a colleague in the U.S., summarizing the major differences in the layout.

DID YOU KNOW?

The LK. and the LL.5.A. often have diferent terms for the same thing. Here are some important examples.
Can you think of any others?

UK, U.5.A Your language o
Balance Sheet Statement of Financial Position

Profit and Loss Statement Stztement of Earnings

shareholder stackholder

stock inventory

gearing leverage
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£} Choose the best way to say these numbers and equations. (Semetimes more than one way

is possible.)

2356 - a  twenty-three comma fifty-six ?-_?iigi;fﬁ%?‘:-ﬂf‘ a nineteen ninety-nine
b twenty-three point fifty-six b nineteen hundred ninety-nine
c btwenty-three point five siy t nineteen nine nina
d two three point five six d one nine nine nina

10,003 ©° a one thousand and one ‘2003, a two thousand three
b ten thousand one T b twa double oh three
¢ len thousand and one ¢ bwo thousand and three
d one triple ah one d twenty oh throe

Eﬁé’go = a sixty-three pound and thirty pence
b sixty-three pounds and thiny pence
¢ sixty-three pounds and thirteen pence
d sixty-three pounds thirty

5,400,342 a five hundred thousand, four hundred, three hundred and forty-two
b five million, four hundred thousand, three hundred and twenty-four
¢ five million, four hundred thousand, three hundred and forty-two
d five billion, four hundred thousand, three hundred and twenty-four

Ef+5,63 B a [orty-five thousand, six hundred and thirty-eight euro

' b forty-five thousand, six hundred and eighty-three euro
¢ forty-five thousand, six hundred and three eight euro
d forty-Nive, sixty-three, eight eurn
1EI1E
@ Mow listen and check your answers,

DID YOU KNOW? SYNL. )|

Saying numbers In English

Notice how we use the decimal point in English:

f.02 six point on two

0,04 zero [or nought) point oh four

0,007 zero paint double oh seven

06,345 fifty-six paint three four five [NB: single numbers after the decimal!]

Here commas - and not decimal points — are used: Hote the following:

12,076 twelve thousand and seventy-six 1,000,000 ane million
2,534,210 two million, five hundred and thirty-four yooo,coo000  ane billion

thousand, two hundred and ten

Sums of money:

£1.67 three euros sixty-seven OR
three euro sixty-seven
f5m five million dollars

Note how we say years:

1587 nineteen efghty-seven

2003 twa thousand and Lhree

2030 two thousand and thirty {ar twenty thirty)

B Work with a partner to check on some figures. Use the infermation in your Partner File to make
a phene call.

Partper & page 5o
Partrer 8 pasme 52
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6 We often make comparisons when talking about financial statements. Look again at the
Statement of Earnings on page 15 and find the figures for the items below, Which sentences (a-h,
can be used to describe and compare the figures?

1 Met earnings £ Total revenues
2 Interest and financial charges & Dividends declared per share
3 Basic earnings per share (2005 and 2006) 7 Other costs and expenses
4 Earnings before income taxes and accounting changes B Sales of services .
a It's better than last year.  ; ¢ There's quite a drop from | d (t'snotaslowastwae
— e 5 ) 2005 to 2006. ;‘ e )
5 gy i ] f g t's virtually the same. 4}
since last vear.
______ - st _-‘_ch f{‘ -—.-/Jf_—bv_-\- =
F Alot more this year, §
F s
e Ly e ——— IlT Ifr - &, |
e Siightly more this year, . s ewactly tie sem
7  ‘Write definitions for the following terms:
a Working Capital
b Return on Assets
¢ Debt/Asset Ratio
ALGEN
#3; Mow listen to an acceuntant explaining ratio analysis to some managers in her company and

7

chech your answers,
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DID YOu kNOW?

Saying equations/formulas e i

+ plus, and, add axb=c g times [or multiplied by) b equals ¢
I = minus, less, subtract a-b a minus b divided by [
! a—0 or over) ¢
|+ divided by ) ' :
| oo i total assets  total assets divided by total
. & multiplied by, times total liabilities  liabilities !
! = equals, is 5

e S L S M I el o My R S eY e e e e T TP AT 0 b e i o et e P A o

Some other commeon ratios are given below. Match the ratios with the formulas (1~7) and the
descriptions (a-g).

gross profit margin * earnings per share * return on equity * average
interest rate. * debt/equity ratio * inventory turnover * price/earnings ratio

1 interest expenses 5 revenue — cost of goads sold
liabilities — accounts payable revenuye
2 netincome - dividends on preferred stock & cost of goods sold
average shares average inventory
3 net income 7 market value per share
shareholders eqguity earnings per share
A total liabilities

sharehaolder's equity

a Gives the company’s pricing policy and mark-up margins. An adequate gross margin allows a
company to pay its expenses, and then expand.

b Determines the average interest rate at which a company borrows funds.
Compares the current market price with eamings to calculate if a stock is over or under valued.
Used as a prediction or expectation of future performance.

d Indicates the return a company gets on the owners' investment. Companies that make high
returns often do not reguire more debit investments.

e Shows the turnover of inventory, and can be compared against sales figures, to show the demand
for the company's products.

f Indicates what proportion of equity and debt an enterprise uses to finance its assets, A more
stringent test is to use just the long-term debt,

g Calculates the profit made on a per-share basis. This is quoted by LS. publicly held companies in
their finandal statements.
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9 Use words from the deseriptions above to complete the table. The first one s done for you,

VERB NOUN

to predict prediction

to__ 0001 payment

fo . comparison

to 3 calculation

to expect il
to [ indication

to _ 6 pxpansion

ta perform e

Now use verbs or nouns from above to complete the sentences. You may need to change the form.

a The figures are a little different to what we were __

b The problems in the Middle East have madae it really difficult to next year's

turnover.

¢ | think there are some mistakes in the

d The fund __ _much better last year, This year has been very disappointing.
¢ The __into Eastern Eurcpe looks good.
fWe need to make sure thal our customers us an fime,

10 Here are some phrases the accountant used during the meeting in exercise 7. Canvyaou fill in the
missing words?

guestions * just = that = gol = over ® ask

1 MNorma has asked me to go same of the ratios | used in the report.

2 Everyore _ it?

7 Before you

4 s cleai?

g |was__ coming to thal.

& OK, ifthereareno_ . I’d like to ...
ame
&9 Mow listen to check your answers.

441  Look at the financial staiements of the company at the start of the unit, and discuss with your
partner whether you have enou gh information to calculate the working capital and inventory
turnover ratios. 1f you need more details, write an email to your contact in the company and
request the infermation you need.
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; u i_]TP uT Listen to what these people say about financial statements and fill in the gaps.

.--3.-*‘?1{1 "‘E?@ ﬁwﬁwﬁﬂsm
.; %jgf@é rndafalmpﬂngn :
% ban

o Sy e
: *”H*W'gw ’-: ,;mw
S e S et

-‘- ! A .'}n,,'\ i
: ;lr] ﬂﬁ’é nF’rﬁany w;ysc ﬁ'ha%‘s"

Managlng Dnmctnr»TﬁrE B
tu change the numbe;s tt: gwe a bEﬂEr p

1':’ tHe pmhiem Tl"lerE are man'g,r ways

1_" SUHE af myr peerﬁr

patal g

4 ; _r i 1Erfnzlrthmara-_;r thatnumbers are repnﬁed_ :
#\scountants and. therr work ’are exuemelyt :mmdant th’w just need tu malﬁe
|t all a htﬂE easler to undwstandh

R T Sl e

Which comments do you agree with? How would you respand to the people you don't agree with?

L OVER-TO. vOL:

In your experience, what do people think of the work done by accountants? What do they generally
think about financial statements?

How can accountanls make the numbers they produce easier to understand?
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STARTER

A0
sy
¥

n

There are some types of tax in the boxes below, but some letters are missing.
Can you complete the words?

-7 = |l {4 c_mp_r_t% 3

1.5__1_5." 5 pr_p_rty
= 7 _X_5

3 inh _rit_nc_

Which taxes in the boxes above are you familiar with? Briefly explain each one.
What do foreign companies and individuals need to know about the taxation system in
your country?

A manager has ashed his accountant to explain depreciation. Listen and answer the guestions.
1 What happens to fixed assets?
2 How do accountants do this?

3 What are the five methods of depreciation the accountant mentions?

a s 4\

b d b___

C s __-gf-the-y -d
d u : ofp -

e h __ofu =

soarms

In the U.S. and Britain accounting methods for income tax and financial reporting are
independent of each other. This means that there can be large differences between the
prafit recorded in the financial statements and the profit for the income tax calculation.
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2  Now look at the accountant’s list of definitions. Can you match them to the methods of

depreciation she mentloned in exarcise 2?7

. The asset is depreciated by a constant

amount every yéar. The depreciation expense for each year is
calculated-by subtracting the salvage value from the
aceuisition cost, and then dividing the difference by the

useful life of the asset.

: The depreciation expense 18 caleulated

by first subtracting the salvage value from the acquisition
cost. The di.ff.e.:'enc& is multiplied by a fractional amounk,
where the dencminator and numerator are based on the addition

of the figures in the asset’s ugeful life.

: The depreciation is taccelerated’ by

this method, so that the sxpense ig greater in the f1rst years.
The salvage value is ignored in the calculation, but the asset

will not be depreciated below this value.

: The expected usage of the asset is

taken into account in determining the rate of depreciation.

: The cxpected output of the asset is

taken into account in determining the rate of depreciation.

f= o |
]

g

PRt

s Lo

K

Ca L

s

e
(P el

ke

Pt LR e i

gt e A
PR S L

4

3 Prepare a short presentation on depreciation methods. First read the questions below and note
down your answers. Then organize your notes and give your presentation.

What depreciation method does yvour company/client use on its assets?

* Why has your company/client chosen that method?
* ‘What are the alternatives in your country for depreciating assets?

2
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L1t bl

"3';;! q An accountant explains the taxation expenses disclosure requirementstoa CEOD.
i Listen to the dialogue and answer the questions.

a How does the accountant calculate the profit before tax figure?
b Why is the taxation amount only an estimate?

¢ Do they file the interim tax return?

Now listen again and complete the CEQ’s notes.

Taxation expense is calculated by subtracting

1 from

m— L

which weuseto

This gives us an egtimate,

i S T

3 —_ — E—— o
H_’__ﬁedit?aiu_@ﬁfy___.__ Reare i
If there is any difference between the Pmﬁﬁ,ﬁrsfgr?_tﬁﬁ_@.ﬁé}?hf =2
~ taxal ; |

5 Later in the meeting the CEO asks more questions. Match them to the accountant’s answers (a-g

1 Will this also be checked? a 6oo euro per hour

2 Could you just go over it again? b I'm afraid that will be too late.

3 How is the profit calculated? ¢ Ewvery three months.

4 How much is your fee? d It's basically income minus expenses.

t How often do they check? g Yes, of course. Let me try ta explain it differently
6 Who'll handle the presentation? this time.

7 How about if we send it in next week? f It should be. I'll ask Jiirgen to make sure it’s don

g Susanne,



LRIT 3 daxaccounting | 26

6 Use the words frem the box to complete the following conversation.

‘depends * so = clarify * mean » basically » exactly

Kathy Hi Javier. How's it going?

Javier It's not easy, all this English. We didn't do any of this an my course.

Kathy Can | help?

Javier Well, maybe yvou could ' a couple of things. Let’s see. Ah, here we
are, Provision forincome taxes. What does that 7

Kathy OK. Pravision means pulting money aside so that we have something to pay with later.

So provision forincome taxes is talking about the current year's tax expense which will
have to be paid in the future,

lavier Like provisional?

Kathy Mot 3. Provisional just means temporary, you know, not final,
Like a provisional budget. it's not the final version.

lavier | see. And what about deferred income tax balances. What does deferred mean?

Kathy * put off to another day. The income has been recognized in the
accounts, but the tax owing on that income will only be realized in the future.

Jovier OK. How does that affect associated companies?

Kathy Well, it = Associated companies and affiliates are a special case.

Deferred taxes are not normally recagnized on undistributed eamings, but anly if the
plan is to re-invest the profits.

laviet “if we don't invest the profits, we pay tax.
Kathy Exacthy.
@ Now listen and check your answers. Then explain - in your own words - what provision for income

12

tax and deferred income Lox balonces mean.

7 Now work with a partner te practise explaining and clarifying information. Each of you should
explain a standard procedure from your workplace, and the other asks questions about it. Then
swap partners and explain ihe procedure you have just heard to another person.

In my office the procedure for claiming travel expensesis ...

The way private people pay imcome taxin my country is normally to ...

DID YOU KENOW?

Clarifying Information
Maybe vou could clarify a couple of things. —Sure. [ Certainly.
| What do these figures mean again? — Basically, they just mean that ...
Can we just go over that one more time? — OF course. / No problem.
Could you repeat that, please? —Sure, | said .
Sa, what you're saying is that the profizs are too low, —That's right. | Exactly.
Sa, this column is wrong? —Well, not exactly. / it depends.
In pther words, we'll need to send it by Friday? — Exactly.
When did you say we'd be starting the audit? ~Gn....
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10
13

Makch these expressions with tox to their definitions.

1 tax avoidance a someone whao lives in anather country for tax reasons
2 tax bracket b tointroduce a new tax on something

3 tax evasion € to make the tax go up

4 ltax exempt d when you don’t have to pay tax on certain income

5 tax exile e to cancel a tax

& toabolish tax ftells you what amount of tax to pay based onincome
7 toimpose tax g trying not to pay tax {legal)

8 toincrease tax h  trying not to pay tax (illegal)

Use words from the box te fillin the gaps.

abolish * bracket = breaks = exempt # exile * increase * property * return

1 The government needs mare maney, so it is planning to tanes.

2 He earns a lot of money — he must be in the highest tax

3 She lives there because she has to — she's a tax

4 They are planning to the tax on large company cars, and replace it with a fax

on all company cars.

5 She is a student, so she is fax

& The government is planning to introduce newtax ~__forIT companies.

7 Don't buy a house this year —the taxes are being abolished next March.

3 Atax is the same as a tax declaration —it's a list of income and tax deductible

expenditure for the tax autharity.

An accountant from a Swiss parent company, Uta Meler, telephenes the Internal Revenue Service
(IRS) In the 11.5. to discuss the treatment of certain costs. Listen to the conversation. What is the

result of the discussion?

Fillin the gaps in the extract from the discussion.

Uta We're _ = . L I'm

2

RS Look. 'm sorry

% | suggest

———

4 to our office. We can then consider your

arguments in detail.
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Uta  Fine. Il _ 5. Thanks

Now listen again and check your answers.

Find words from the conversation which mean the following:

oy

to improve a machine or equipment

2 written suggestion

an opinion of what something means

rules

to include as an asset

o th P L

an explanation of what something means

JSETUL PHRASES

. Polite language

. Uta and the IRS agent didn't agree but they kept their conversation polite by using certain phrases and
expressions to soften thelr statements, Most English speakers expect this type of 'polite’ language and
think people who don't wse it are tog direct and even impolite.
Here are some typical phrases you ¢an use to ‘soften” what vou say.

Excuse e, but ... At first glance, itoppears clear ...
i sorny but ... Thisseemsto be .
P afroid that's nat guite right. Could vou please ...

e have a slight prablem.

Use phrases from the box to *soften’ the following statements.

1 [can't agree with your 3 | disagree. You're wrong.

comments. They don't 1 T
moke sense. !

AT ——— '-\.--v-"‘al

FEN——

4 Youridea is 5 Your calculations are

! i
bbish. 4 fulf of mistakes. /
) ~ S S v poseitl?
2 This conversation is .
gofng nowhere. Call me | & You don't have the )
back later, i necessary experience fo |
e eyt .e-‘ﬁ do this job. 4

The new head of your finance department wants to know about the taxation system in your
country. He has also heard that the taxation system is closely connected with the financial

reporting requirements. Write a report to him explaining the major points and referring to the
relevant laws.
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Use the clues to complete

the crossword. I_’ J L' U _L J

Across:
1 suggestion, often in writing
% aplan of how much you are
gaing 1o spend
8 nol pemmanent
11 the worth of an item which has
finishad its useful life
(2 words -5, 5)
12 opposite of loss
13 money you get for doing
something

L

e

O

Do
2 you might get this when
amanne dias
3 totake away; opposite of add
4 wealth
A excuzed from paying laxzas:
tax...
7 odelayed
9 you pay this when you borrow
monegy
10 putting money aside

IJLTM

it - Sl

[ I—

Taxation planning

The gavernments of some countries use the taxation  consumers. As a result of these taxation measures,
system lo promote investment. Taxation laws are  there is significant scope for taxation planning in
enacted to encourage domestic and international  some countries and companies would be well
advised to use such opportunities to structure their
business in the most tax effective manner,

CDMPANY REPS =
! For effective taxallon planning, companies rely an
\. X tax spacialists who must have an excellent under-
’3 ey standing of both their clients’ business and the
,g& ; various taxation laws. Companies turn to their tax
advisers for help on all the taxes for which they
are liable, such as income tax, sales tax, property tax
and payroll tax. These tax specialists are normally
Chartered Accountants and CPAs whao are not only
involvad in the preparation of tax  returns
) : {compliancel, but who also give advice on a muiti-
corporations tu e:ther mve&t ar ra|5e capital, and  national company’s domestic and foreign oper-
tax breaks are given to specific industries or to  ations (consultingl. Furthermore, they represent
rertain types of expenses to attract jnvestors and  their clients before the tax authorities.

OVER TO-YOU

Can you think of any tax breaks which the government in your country has introduced recently?
Where can a potential investor go for advice?
What tax advice would you give to an individual who comes to live and wark in your country?




Auditing

What does an auditor do? Look at the following activities and decide which ones are normally
done internally or externally.

An auditor ...

G

spends fime getting fo know the business as well as the environment and the
industry in which it operates. . . T L A P R B R A

analyses the internal business and financial systems used to make and record transactions.. . .
gathers evidence on the financial control systems and the figures in the financial statements. . .
gives advice on the business methods and transactions of the company, . ... ... ... . ..

gxamines financial statements to determine whether they conform to gensrally
accepted accounting principles. e .

prepares the financial statements in accordance with the generally accepted accounting
principles of the country where the enterprise operates, - .. o

examings the management repoit ang determines whether it conforms fo the
financial staternents.

guarantees the correctnass of the figures presented
in the accounts. . .

provides consulting services.

presents a written report to the management of the company, describing whether the
accounting records, financial statements and management reports conform to
legal requiraments..

maintains confidentiality and independence.

'

sl
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lanet wants to talk to Claude about a report.

Claude agrees with Janet on this point.

& 1 Janet Hendley, a partner in an audit firm, calls Claude Bernaud, the CFO of a French company.
Listen to the dialogue, and then decide if the statements which follow are true [/] or false [ x/.

]
lanet thinks that capitalization of costs should be expenses in the P&L, (]
.

Claude thinks capitalization of costs should be classed under machine upgrades. [_]

Claude's reasoning is that the upgrades are really investments in the future. M|

lanet agrees to reconsider her apinion.

2 Puttheletters into the correct order to make words used in the conversation that have a similar
meaning to the words on the right.

5]

e = & Wn B L

L-P-Y-E-R-R-1-1-M-A-N preliminary

5-D-5-1-5-U-C
G-D-U-E-P-A-R

TV-E-I-Y-R-A
B-E-5--A-Z-L-E

G-U-F-E-R-1
5-C-0-D-J-N-R-E

E-E-B-A-R-5-M-O-L-A

Now listen again and check your answers.

initial

talk about
improvement
range

big

amount of money
think about

sensible

15
Bl
i &
]
1
]
1
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3 Findthe sentence on the right which is closest in meaning ko the sentence on the left.

d We can ignore the competition.

1 We have to keep up with the competition. iy .
We can't ignore the competition.

2 You can't really justify spending so much 8 You tan't defend your actions.
maoney on office equipment, b You can defend your actions.

& Thisis a plan to start a business.

This plan is designed to keep us in business.
3 P s P b This is a plan to get business.

a We spent very little money on this.

This was a sizeable investment on our part. ;
4 B b We spent a lot of money on this.

a The figures are very high.

§ These figures are too material for us to ignore.
b The figures are very low.

a Hawve another think about it.

& | suggest you consider this again. ;
b Forgetit.

a  You think this is fair.

1" ou’ll find it's reasanable. . .
7 I'msurey onable | think this is fair.

£|- Hereis the follow-up conversation between Claude and Janet, but the sentences are in the wrong
order. Re-arrange them so that the conversation makes sense.

A Janet Glad to be of assistance.

B Janet Good to hear,

Cobd Janet Tuesday? No, sorry, I'm afraid I'm busy on Tuesday. What about Wednesday
maorning? At, say, o a.m?

L]

o [1 fanet Hendley and Sandersan. |anet Hendley speaking.

E [ Janet Hi Claude. How's it going?

F || Jjamet  Yes,you too. Bye.

G || Janet  Yes, yes_ Actually, we had a meeting this marning. | was Just about to send you
an email. You'll be glad to hear that the partners have agreed with your
proposal,

H [ ] Claude  Yes, that sounds good, Wednesday at 9. So, Janet, I'll see you then. Have a
good weekend.

[ Claude Bye.

) [ Claude  Erm, One other thing. There are some other things I'd like to go over with you,
but I'd prefer to do it in person, not over the phone. Could you come by the
office next week sometime? Tuesday, say?

K Claude  Hi Janet. It's Claude,

Claude  Listen, Janet. I'm just calling to find out if you've had a chance to look at those
capitalization of costs yet. You know — our machine uperades?

Claude  Not too bad. Our latest sales figures are quite good so the boss is happy.

Claude  That's great. It’ll really help.

L0 Ok
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5 Work with a partner to practise making a telephone call. Use phrases from the box below,

USEFUL PHRASES

Partner & pase 50
Partner B page 52

PARTMER FILES "

ol i Foteakintie iy == el MW R PR b Wbl T LA R -

| Telephone phrases Making appointments
| Hello, this is ... from ... . Could you come by the office next week? i
| May | speak to .., please? How/What about Monday at g.307 '
| Could you put me through to ... ? Can you make Tuesday afternoon? :
- |anat speaking. — N, I'mr sore. ' busy then, '
Hello, janet. It's Clande, -Yes, that sounds good. i

T PR U PP S s

@ 6 Two colleagues from an auditing firm are discussing the latest financial scandal. Listen to part :

of the dialogue and answer the following guestions.

a  What is Heidi worried about?

b What does Phillip think?

¢ What does Heidi think investors should get?

d What example of inaccurate information does she give?

Now listen to part 2 of the dialogue and complete the gaps.

Fhilin
Heidf
Philip

Heidi
Fhilin

Heidi

Philip

We don't

But we're expected to find these things. That's what we're paid Lo do.

*anything.

Hang on a minute. Qur job is to ~*the information provided Lo us

by the management of a company. We have to assume that they're being

3. We're not police officers.

But ...

Let me finish. Look, there are ~_‘“mechanisms to deal with people

wha commit . 5, The auditing profession has it’s own

8 and investors trust this. Its tried and tested.

All I'm saying is that investors have a right to x 7 an the financial

information they read, and we're paid to o " exactly that.

# may not be enough. And the trend is ...

| agree that it's a bit strange that we're paid by the same people who we

1 but it's always been this way and | don’t see how that can be

changed, do you?

Whose opinion do you agree with? What responsibilities do auditors have in their relationship
with their clients? How is this regulated in your country or in a country you know? is the
regulation strong enough?
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Auditors often have to write or present reports on the financial information they have audited.
This is especially important for enterprises with branches or subsidiaries in foreign countries,
Look at the following sentences and decide which graph or chart zoes best with the description.

T e
i

N r ]
2 | \:

a |
-uamnsuam' ﬂuamu&nﬁu?

o

= P

e

1 Figures have increased slightly. 7 There have been some fluctuations. |

2 Figures have increased dramatically, 8 The situation was pretty bad, but is
Figures have increased steadily. now improving slowly, [

This is a significant drop. o Profits have been falling since the fire. ||

L

This is a gradual drop. 10 We're hovering at around 3%.

(m O

The situation is stable.

S T S S

How choose the opiien which makes most sense.

‘Have a look at this. Last year was really good. F
Profits fell /rose® dramatically after we
launched Glenogen. And here you can see how it
affected the rest of the market. CFL remained
stable / gradual ?, which was a bit of a surprise,
but Junfil was hit quite badly - sales increased /
decreased® to almost non-existent. Now look
here. This next graph shows what we think will
nappen next year. Good news again. Everything’s
going wp Sdown®!

Weork with a partner to practise describing
graphs or trends. Use plirases from exercise 7.

Partrer i page 5i
Pariper 8 page 53




34 | UNiT 4 Auditing

10

~ouTPuT

Now write a report on some figures from your company er from one of your clients.
Explain the movement from one year to the next, giving the cause and the result,
Here are some phrases which might heip.

USEFUL PHRASES
P o i B RS B W

| Explaining causes and resulls
Cause

| This happened because ..

This (increase/decrease) is due ta .

This is a result of ..

Result !
it could lead to ... 5
What could happen is ... .
Because of this, we'll see ...

Read this example of an extract from an independent auditors’ report in the U.5.A. and
answer the questions.

To Share Owners and Board of Directors of Megatrap Corp

We have sudited the sccompanying stalement
of financial position of Megatrap Corp and
consofidated affiliates as of December 31,

misstatement. We cxamined on a test basts the
cvidence supporting the figures and
disclosures in the financial statements. We also

2007 and 2006, and the statements of carmings,
changes in share owners' cquity and cash flows
for each of the years in the three year period
ended December 321, 2007 These consolidated
financial statements are the responsibility of
the Company’s management. We have to
expreas an opinien on these consolidated
financial statements based on our audits.

W conaducted our audits inaccondance with
adiling standards generally accepted o the
Ulnited States of America. Under these
stanclards we have to plan and perform the
snddit to chtain reasonable assurance that the
financial stafements do not have any material

assessed the aceounting principles used and
significant estimates made by management,
and we evaluated the presentation of the
stafements.

In ourr opimion, the alorermentioned fmancial
siaternents presenl Fairly. in all material
respects, the Gnancial position of Megalrap
Corp and consolidaied alliliates il December
21,2007 and 2006, and 1he results of their
opreralicons and their cash Qows for cach of the
vears in the three- vear period ended December
12007, imconlommily with accoeniing
principles generally accepted in the Unifad
States of America,

e A T

WSS,

OVER T YOU

According to the report, an audit does several
things. What is mentioned?

What documents did the auditors look at?

In what ways is this report different to those
used in your country?




Management
accounting

51- '\t @ Costaccounting isabout manufacturing and sales costs, But what exactly is management
5l accounting? Which of the following are true statements?

1 : r @ : ; .f 4 @ ;
-Management accountants : 3 o ¢ f
] ) ; | | : s - i
prepare mFarmm‘mn which j Management i Manageient |
W K 1 | ¢
managers use fo make i vt |!
. . accounts are
it " fete] - o
decisions. €9 @ ARG may i
' ! | £ normally for i
2 Management accountants AT ANAIL - y : i
; 2 5 § internal use '
] S sometimes suggest way's Tinancial data. F l [
: Only. '

to improve fina n<ial

e s S S

Frer"f'{}r‘mu nce.

——EEE L o e L i

AL

’%?9 1  Anewcommercial manager, who has been sent in from the overseas parent company, is having a
meeling with the Chinese CFO. What information does he require? Listen and complete the table
below. (The first one has been done for you,)

CUSTOMERS EMPLOYEES OVERHEADS

® Profits we make on cusfomers . .
(with breaxdown based on
company Gize)

How do you think he should present this information? What kind of reports or documents would
be most effective?

What financial infermation do you need to do your job well?
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2 Make alist of what the CFO needs to supply. How do you think he should present this
infermation? What kind of reports or documents would be most effective?
Find words in the dialague above to complete the table.

VERB HOUN ADJECTIVE

ta allocate 4 -

to complete completion ) o
ta cost 3 costly

to employ ilemployer employable

to inform infarmative

to produce & productive

to profit profit F
to sell o =

Now use the correct form of words from the table to complete the sentences.

a We have far too much work — we need to an assistant to help us.
b Everything we do depends on having accurate
¢ Thecompany _ electrical goods like photocopiers and scanners.

d We can't have new laptops for everyone because it's simply too

g The pre-lax was over €12 bn.
FWe've been the conference room on the ground foor. Let's meet down there
at 2 p.m.

They hope to __the report by Friday.

We always have the highest at Christmas.

3 Look at the Statement of Cash Flows on the next page. Are the following statements true /] or
false|[x 7

1 Amaortization of goodwill and other intangibles rose in zooz. :
More dividends were paid in 2o07 than in zooé. '
Met earnings increased from 2005 to 2007,

Depraciation and amortization of property, plant and equipment went up in zoab.
Inventories remained stable during the period zoos - 2007,

There were no additions to property, plant and equipment in 2007.

Deferred income taxes fell in 2007,

Cash from operating activities was more than cash for investing activities in zoo7.

L e L I v

01D YOU KNOW?

The regulatery authorities of various countries have made it mandatory for certain enterprises [e.g., publicly
listed companies) to produce and present a report on the movement of cash in any given year. This
statemenl s called the Source and Application of Funds, the Statement af Cosh Flows, ar the Cash Flow
Statement.
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Statement of Cash Flows
For the years ended December 31 (in millions) 2006 2005
Cash flows - operating activities !
Met earnings F 8919 % 83910
Adjustments to reconcile net eamings to cash provided
from operating activities
Cumutative effect of accounting changes 212 ' 1]
Depracialion and amortization of property, plant and
equipment 3,475 3118
- Amortization of geodwill and other intangibles 1,887 4 887
Earnings (before accounling changes) retained 0 4]
Deferred income taxes : 756 . 545
Decreasa (increass) in current recelvables 17T 1571
Dacrease (increase) in inventories {847) 189
Decrease (increase) in accounts payable 3,197 2,548
Decreasa (incraase) in ingurance labilities and reserves 5612 6,765
Frovision for lossas on financing receivables 1,299 1,578
Al other operating activities 689 32
Cash from operating activitias 26,475 27,543
Cash flows - investing activities
Additions to proparty, plant and equipment (12,388 {13,084)
Dispositions of properly, plart and equipment 4,512 5,436
Met increase in financing receivables (8,287) (7,339)
Payments for principal businesses purchased {1,278) {B.376)
All othar investing aclivities {4.858) 14, 286)
Cash used for investing activities (22287 (26, G50}
Cash flows - financing activities
Mel increase (decrease) in borrowings (maturities
of D0 days or more) 13.590) 1,844
My issued debt (maturities fonger than 90 days) 36,644 20,866
Hepayrments and other reductions (maturities longer
than 90 days) (32,018 {30,867
Met dispositions (purchases) 1,268 [1,466)
Dividands pald (3,455) {3,208)
All ather financing activities 655 {7
Cash from [used for) financing activities (1,378) {2,728)
Increase (decrease) in cash and eguivalents during rﬂar s 2.803 (844}
Cash and equivalents at beginning of year 15.475 16.319
Cash and equivalents at end of year % 1B2TR $ 15475
Supplemental disclosure of cash flows information
Cash pald during the vear for imerest 110,366) 18,838)

Cash recovered (paid) during the yvear for income taxes {1,909) (1,678)
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£} Match these words from the Statement of Cash Flows with their meanings.

1 dividend a money that is owed

2 cash b purchase price minus real value of assets

3 plant ¢ reduction in value due to wear and tear

4 amortization d money paid out to shareholders

5 goodwill e writing an intangible asset off over a number of years

& cumulative f increasing by successive additions

7 depreciation g coins, bank notes, or something that can be easily exchanged for these
8 debt b building and equipment for manufacturing

5 Work with a partner. Look at the Statement of Cash Flows again. One of you explain in your
own words where the money has come from. The other explain where it has gone.
Together write a brief report for your manager,

6 Here are some expressions with cosh. Match the sentences with the plctures.

I'm totally out af cash.

We would expect cash in advance so that we can buy the materials.

Cash on delivery, please.

The A120 is the best - it's a real cash cow.

lse the petty cash to pay for the tea, and we’ll sort it out later,

They're trying to raise cash by selling some assets, but they've only got until the end of the
month. It's going to be tight.

xS R WL R N
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% ? The divectors of a company are meeting to discuss the future direction of the compa ny and the
budgeting process.

oo

Who do you think says the sentences below? Match the director to the senkences,

g Beatrice: Managing Director

b Peter: € Simon: d Gavin: e Sally:
Marketing Director R&D Director { Investment Director Finance Director

L | ML

1 ‘Consumers simply don't have the confidence to spend their money on fancy new producis.”

2 “We've been working really hard to come up with some great ideas, ...

3 'Ourinvestment programme has been ready to go for months.'

4 ‘Everybody's forecasts seem to indicate hard times ahead.”

wn

I'd like to mowve to the next item on the agenda’

Mow listen to the meeting to check your answers.

Listen to the last part of the meeting again and complete the gaps.

Peter

Beatrice

Sally

Bealrice

Ideas and investments don’t mean “in the bank.

Consumers simply don't have the “ Lo spend their money on fancy new
products. And as for expansion, | think the good old days are long gone. We should be

]l

Sally, how do you feel about all this?

We're talking about budgets for the upcoming year. Evervbocdy's %

seem to indicate 5 times sghead. And we don't even have the moeney Lo

spend. How are we going to * more debt, or 7

more cash in the capital markets?
So despite our great ideas and
investment plans, it seems tho
reality is that our budgets

for this year will have to

he B,

35
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8  Usewords from each box to make useful word partnerships. Then match them to the definitions

10

belaw.
negative ® hard = economic » next back = outlook = item = term e
+ middle » cut e capital ;.- 'imr_estmént pﬁlan * times ® conditions s markets
1 what will be discussed after this
2 the state of the economy
3 aprogramme for getting money to grow
4 abad view of the future
5 areduction in something
& difficult situation
7 a period between soon and the distant future
& a place where you can buy and sell debt or equity securities

Here are some useful phrases for meetings. Write the number In tha correct box.
Can you add any more phrases from the conversation in exercise 77

1 We have to make a decision today about .. e ) .
2 50, in other words ... Slating cujectives A-k
3 Anything to add, Harry? i 1 E
4 What I want to look at is .. - . ”;mm -
 Can you say that again? | asking for contributions JL
6 You did say the 24", didn’t you? | [
7 Let me just go over what we have agreed. g i i —
L moving on i
8 What I'm saying is ... —— ;
9 Shall we move on to the next item? e 4
Ty ¢ then, .. -
10 Tosum up ihen rdealing ith muz?_
11 I'd like to move on if | may. ! communication problems I
12 Perhaps we could discuss that at lunch? ‘ 2 )
13 Our aim today is Lo ... R —— -
14 | didn't quite catch that. 1 sammatizing §
15 Sally? r F
| A o -v—*-_r“""'-j

How Ery to use phrases from above in a meeting role-play. Work with a partner to discuss next
vear's budeet,

Darlenr & poEe &1
Partier B nage 53
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11 Bringareal budget to class, present it, then be ready to answer questions about it.

The future of accounting

The traditional view of accountants as
imerely ‘hean counters’ is slowly becnming
a thing of the past. For conturics, aecounl-
withs have been employed to report on the
numbers, They have sat there in thedr little
rorner, surrounded by slacks of paper and
computer printouts, and have told es
shether ar nol we have made o profit. Bat
more and mare, accountants are finding
al management decsn'l need them 1o
report on the numbers. Vith todava
fechmology, management. aleeady  has
acress b software programs which do this
work for them.

Soowhat will the future accountant de?
Aveonding to Mr Mamillon-Smylhe, he
Managing Director of KHSA Enterprises,

the large international  manulfacturing

cimnpary, accountants will be employed
“to help companies ofuirgre the numbers,
Their expertise, aml knowledge of the
business will be colled upon to prepare
strategies, They will become consullanis
and advigers. And (heir skills will need to
chunge accordingly. Thev will be involved
in international mectings, in giving pre-
senfalions, running international teams,
writing reports, and making decisions.™

This is going to require a significant
change in the general publics apinion of
aveountants, who in turn owill need o
develop skilla not traditionally assecialed
with the job. The image of the guy in the
cornerwith the stacks of paper will change
tooome ol a high Myer, someone who is
critical te the suceess of the organization.

41

COVER TO YOU

What do you think the future of accounting looks like?
What skills will you need to be successful in this profession?
How will you prepare yourself for the future?
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A ULS. firm is thinking of investingin a
European company and you are advising
them. They have some questions to ask the
owners, Can you think of three more
questions?

i oy
F Whot Is the proportion
of delxt to equity in the
business?

At what rate have they

/ deprecioted the plant?
s £

F e

The management team is discussing the investment. Listen and lisk the factors each spealer
mentions,

ANNE 1 Beller fo invest in an exisling busmess
Luis xR —
. 3 S
ALLEN N e
B e
6 _ ==
DANA 7 Acesunting requlalions...
8
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2 Usewords from the conversation to complete the table.

VERB NOUN VERB NOUN

Lo acquire 5 o ®  investment

to 8 agreement to legislate ] ;
to ' rconsideration to 5 thought

to discuss i to i utilization

Mow use the correct form of the words above to complete the email below.

T

Hi guys

! I"'ve been iooking at the figures for the Scottish project. | L we reed to find

2

ways to make the “ mare profitable. One ideamay bato

the plant in Perth, but this will need # from the local suthorities. We could also

% in the Dundee plant, but this may cause problems with the lacal planning

5, Maybe we could T it at Friday's mesting. Any B

Sam

3 Here is another email. This time the CFO of a British company is writing to the head of
the Italian subsidiary. What Is Recca’s job?

Helio Marnco

Thanks for your email, As you know, before we can agree to your investing in the new plant in
Shovakid, we need 1o have a clear description of the project. 've listed the main points below. If you
have any guestions 2ive me a call, but remember 'm away the first two weeks of December. 've
copied this email o Bocto as 'm sure he will be responsible for producing much of the information.

audited financial statements of the glant’s current owners
planned sources of supply

possible suppliers of capital goods and services
anticipated output

markets and distribution channels

competition |
& summary of project costs

-~ P U7 = h

#l

|
|
Beost wishes

| selected &
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Read the email again and then decide if the following statemants are true | /| or false| x|.

Rocco is senior to Marco in the company hierarchy,

The British company has already decided to invest in the new plant.

K] wants Marco to describe the project in more detail,

K] wants financial information about how the plant has performed in the past.
K] wants to know about other similar plants in the market,

KJ is very interested in how many people work in the plant.

KJ needs to have the completed report by 7 December.

e BN L S o R = Y W T R
IR B B R BBy S

ADa
@ 4 The CFO of a European corporation is talking about differences in accounting practices in other
. countries, Listen and match each comment he makes with a point from his list. (The first one has
been done for you.)

financial instruments
* income statements

+ taxation system -
= goodwill 8|
= |eased products 1
= inventory |
&l
O

Put the following words Into the table below according to their siress pattern.

major ® capital = reguirements ® disclosure ® average * develop * different
acguire ® balance » profit » taxation * measure ® require ® value * actually

migjor

Mow listen again and check your answers.
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5 Do you know of any cross-border investments that have failed? Discuss with a partner, and try
to analyse possible reasons for the failure.

uDla

@ 6 You are going to hear to extracts from a presentation,

Listen to the first extract (part 1) and answer the questions below.
1 What do you think the speaker’s job is?
2 What is she talking abouwt?

3 How does she hope to help her audience?
4 How has she divided her talk?
5 Should people take notes?
T
?f Now listen to part 2 and fill in the gaps in the extracts from the presentation.
1 = "has been a o 2 for many years
row.'
2 Al of us have been involved in, or seen, companies Y across
o _ 4 and we have seen same 5
collapse,”

2 ‘I think that my research has shown that one of the main reasons for such collapses is that

" has ignored the 7 factors facing

the members of teams working in an international_ B

4 'l hope my presentation has made you
aware of some of the factors which

A the

ahility of people from different
g

work together.!
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7 Here are some useful phrases for giving a presentation. Match the parts so that they make sense.

1 If you don't mind,
| would prefer to

happy to take

2 | will now be

There'll be
I'll start with

Then we'll look at loak at how

ch L P~ L

Finally we’ll

7 There's na need to three parts to

some of the issues in

take notes unless you

answer any guestions you may have

a short description of

really want to.

you can create successful
international teams.

at the end.

my presentation.
any questions.
the general issues.

muaore detail.

Now prepare a short presentation on a project you are working on at the moment, or perhaps a
procedure you are very familiar with. You may like to use the following structure to plan your talk:

DID YOU KNOW?
|

| Planningatalk

No matter what lansuage it is in, a good talk has a very clear structure,

Introduction

Explain who you are, and how your talk will
henefit the avdience.

Give a brief outline of what you plan to say,
| Main body

| Go into detail about your differgnt tapics.

Complete the puzzle to find the hidden word.
1 the difference between the amount actually
paid for a company and its book value

2 the ways that goods are delivered to the
customer; distribution ..,

3 taking control of a company by buying
most of its shares: g ...

4 another word for abrood

5 a company, piece of land, etc. bought by
a company: an ...

& & company’s raw material and finished ar
unfinished products that haven't been
sold yet

Summary
Briefly remind your audience what you have
covered, and repeat your main poinis.

Conclusion
Stress your main message, and make surg the
audience knows how Lhey can use this message,

N o
I 0 O

3 I O

o

- D0O0BE00000

s OO00CDECO0
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10 Workwitha partner. Use the role cards in the Partner File to have a meeting about Investing

abroad,

Partrer A page s

_PARTNER FILES - - SN page 53

QUTPUT Read these statements about globalization and the role of accountants.

Which opinions (if any) do you agree with?
: Accountants are
responsible for

. reporting on the.

i -an internaticnal

wha produce financial information sa they are
biest equipped to analyse the numbers of a
potential partner o target. The accountants
should see the opportunities for growth.

Arcountants have
no peaple skills,
They are not trained
in the finer art of
cammunication.
They should there:
fore beleft in their
offices ta punch the numbers. They can't be et
loose with representatives from the potential
partner!

Accounting rules are
basically the same all
over, Maybe we'll
have to leamn a few
mare things, hut our
job will be basically
the same,

"OVER TO You

future profitability of

merzer of takeover.
It is the accountants

Accountants are

“only responsible for.
checking the figures
provided by the o
COmpany or
arganization. They
have ne skill in

seeing opportunities for companies to expand.

& Accountants nowadays
have ever-increasing
responsibilities. They
are on the hoards of

. directors of companies
4 2l over the world,

. They are Involved in
negotiations and mestings every day. They are
no longer machines dressed up in suits. They
have had to improve their communication and
inlerpersonal skifls.

Accounting regulations
are different in every
country. Globalization
| will lead to
4 accountants having to
= be upto date on the

=i 5%= latest developments,
and not only those of the country they work in.

How do you think globalization has affected — ar will affect — you?
What about the next generation of accountants? How do you think their jobs will be different?



3 |

lest yaursell!

Test yourself!

See how much accounting vocabulary you've learned.
Use the clues to complete the crossword puzzle.

Across
3 the process to reduce the value of an intangible asset to zero, over a specified
number of years
5 describes how the capital value of an asset goes down over time
7 happening before something else: a... reportora ... meeting
5 another word for land or buildings
11 the list of people employed and paid by a company
13 the person who examines the business and financial records of a company or
organization
15 debts of a business
19 the money that a company or organization receives from its business
20 the latest version of an iterm which, due to new technology ar processes,
replaces the older version
22 statement of the financial position of a company at a specific time: ... sheet
23 cannot be seen or touched: often used with the word assets
26 the amounl of moaney that a company is owed
Down
1 the process of including the figures of subsidiaries and affiliates in the accounts
of a holding company
2 American English word for steck on hand
4 the expenses of a company which can't be charged to a particular product,
department, eic: ... expenses
& a person who lives outside the country for tax reasons (two words)
& profits paid to sharehaolders of a company
1o adapling a company’s figures to give the best possible picture: .. accounting
12 another word for the purchase of something, such as another company or a
piece of land
14 & piece of business that is done between two parties, such as buying or selling
16 a person or company that is owed money
17 the money you pay when you buy something: ... price
18 a company which is owned by another (parent} company
21 the money spent to buy another company, which is more than the fair value of
the tangible assels
24 a written contract to rent a piece of equipment or a building for a period of time
2 thines of value which belone to a company or Derson
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e

You work in the finance department of your company. Today a new colleague from your
overseas parent company is coming to the office for the first time. (He or she anly
speaks English.) You have been asked to welcome the new colleague, show himfher
around the office, and make him/her feel comfortable. At the end you should introduce
your new colleague to the head of the department.

You're in trouble. You've just spilt coffee all aver this dacument, and you need it for an
important meeting in a few minutes. Phone your colleague (Partner B) and ask him/her
to give you the missing numbers.

Christmas party budget |
(fast year’s figures in brackets)
Transport £7000 {
Food €6000 (et : .
Drink < (<19 564.57) '
Band (3hours)  €5000 (£4566.00)
Breakages £0 (w o)
Insurance

(£1.5 mliability) €200 (£0)

Total €38200 (/N

"U_ﬂii:i,lﬁﬁernise 5

You would like to arrange a meeting with a celleague (o discuss your ideas for some
new software for the department. It is very urgent as you have a meeting next Friday
with the head of your department and your boss expects results. Phone your colleague
and find a suitahle time to meet. (You will need your diany)




T

e

B

Laok at the following graphs. They are incomplete. You have one part, while your
partner has the missing part. Work with your partner to complete the information.

T Sales
3
2m
m
o3 04 05 08 o o4 05 06

* Dividend Price

o _/\/'\N 4013-:
350 |
3.5m |
| 304
o3 o4 05 06 03 04 05 05

Times are tough. Costs have to be reduced. But where? As the MD [Managing Director)
of a large international conglomerate, vou have to reduce your budget for next vear.
Make some notes on how the finance department can save costs (e.g., less staff, more
software), and be prepared to explain your position in a preliminary meeting with your
Chief Financial Officer,

Yol work, in the finance department of a large U.5. based conglomerate, and are
currently at a trade fair in Valencia. Your boss has asked you to look out for European
companies interested in working with you — your company needs to get a foothold in
the expanding European market. You are about to meet up with someone from a
medium-sized European company which is looking for investment fram abroad. This
could be your chance. Your aim in the meeting is to decide what infarmation you need
from the other company, and what happens next.

Fartner Fles A | al
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It is your first day in your new job as a member of the finance department in one of
vour company’s European subsidiaries. You only speak English, but hope to start
learning the local lanzuage soon. One of vour new colleagues will meet yvou and show
you around the company. Make small talk and ask questions about the campany. (How
many people work there? Do they have a canteen? Does the company offer language
classes? etc.)

The following document has just been faxed to you, but some of the information has
not printed properly. Unfortunately you need all the information in order to brief your
boss, You are just wondering what to do when your phone rings.

Christmas party budget

*[lzstvear's figures in brackels)
Transporf & (£6,543.23)

Food €6,000 (€5,647.98)

Drink £20,000 (E1d T-wll]

Band (3 hours) £i1,.M (S0 22y
Breakages €0 (E45.456.00) i

- Insurance '

ST G liabilityy €200 (.

Total e, 00 (EBLTTETE) |

Unit4, Exercise 5

Yau are looking through your diary for next week when the phone rings. You see from
the number on your display that it is a colleague. Answer it. (You are very busy next
week and it will be difficult to schedule any new appointments but you might be zble
ta fit something in if it is impartant!)
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Look at the following graphs. They are incomplete. You have one part, while yaur
partner has the missing part. Work with your partner to complete the information.

Sales -~ Profit
- S
2m B —— om
im Tm
o3 04 o5 [ o3 o4 05 06
Dividend Price Costs
= =
4m 400
/\ .
3.5m-
Il 0
o o 0s 08 03 04 08 o6
Units

Times are tough. Costs have to be reduced. But where? As the CFO (Chief Financial
Officer) of a large international conglomerate, you have to defend your budget for next
year, Make some notes on why the employees in your department are so impartant,
and be prepared to defend your position in a preliminary meeting with your boss, the
Managing Directorn

‘u“‘“ j

You are at a trade fair in Valencia, representing a medium-sized European company
which is looking for investment from abroad. You meet up with a representative from a
large U.5,-based conglomerate who sounds interested. Your aim in the meeting is to
decide what information you need from the other company, and what happens next.

Partrer Files B

B:
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Answer key

Starter Possible answers:
internal auditor
external auditor
pubfic accountant
management accantant financial cantraller

baokkeeper
tax advisar
hiusiness consulitant

1 1 studying
2 processing the records
1 specializing
4 miving administrative support
5 forinspecting jts accounts
fi Toinspect its accounts

| pages -
2 company treasirer cost accountant
bdeet manager

3 Paul Martens is interviewing Michael Rogers for a job.

Mr Martens will be with you ina moment.
Oid wou have a nice Mlight?

Would you like some coles?

Somy Lo seen yalw waiting,

Pleass come inand fake a seat.

i He's just finishing a phone call,

It's nice 1o meet yauw.

L ]

=l

1 ahsalutely 2 start 3 know & Al
5 Mery & bad 7 Fairly

5 Possible answers:
Safe tapics: sport, weather, fravel
Unsafe topics: religion, politics

page 8

publichy-traded company
English-speaking countries
accapted practice

laocal gccaunting standards
autside parties

e

un

the matching orinciple

the going concern principle
the prudence prindiple

the consistency principle

T

page g

1 X 2L g g X
6 X 7 X

' pagein
121 Yes
2 Itis getting harder Lo allract new investment,
3 They are invasting in a new factary in Slovakia.
4 Lease the assets
¢ Mo
& No

131 gearng 2 service debt 3 long term
i slgnificant o oCome g with 6 lease assets

7 liabilities 8 standards o disclosed
10 chaice
page 11
141 @ z f i E 4 b
5 -a A z.d

151 debts 2z liahilities 3 debt 4 labilities
c liability & ligbilities 7 debt

- pageE 12
161 24 T 4 X
[ 4 G A
17 1 You've got a point there| see whal you mean,
2 No way.
3 Point taken.

4 Fairenough,Point taken,/Youve gat a point there
5 | see what you mean,You've got a point there,

& Me neither,/Point taken./Fair enough.

7 It's just not on/No way.

| page 14

1 A Balance sheet (UK. is the same a5 a Slatement @
Finarncial Position (LLS.). A Profil and Loss Statemen
(UK.} is & Slatement of Eaminas (1150

page 16
2 1 consolidated affiliates & Lotal liakililies
2 etained eamings & accumulated gains

3 current receivables 7 intangible assets
g comman stock

a Intangible assels b consolidated affiliate
¢ lotal liahilities d common stack
8 current receivables [ refained eamings
g accumilated gaing
page 17 -
& 23,56 Lwenly-lhree point five six

L
10,001 ¢ ten thousand and one
£63.30 b sixty-three pounds and thirty pence
d sixty-three pounds thirty
¢ five million, four hundred thousznd
three hundred and forty-two

5,400,342



45,638 3 farty-five thousand, six hundred and
thirty-eight eurg

1999 a  ningteen ninsly-nine (vear)

d one pine nine nine (if part of a
phone number, for example)

2003 b rwo double ol three (if a roam
rumber or part of 8 phane numbes,
for example)

c two thousand and three (year)
page gy

6 1 fialsoaoprd) 5 afalsodorf)

2 b & B

3.-h 7 g

§ o [also f) B c

7 a the current assets divided by the current izhilities
b netincome plus interest expense divided by total

assets

¢ total assets divided by Lotal labilities

A i _1#‘-:&"

B 1b  average interest rate  5a gross profit margin
2g  eamings per share Ge inventony turmaver
3d  return on equity 7o pricefearnings ratio
4f  debtfequity ratio

g 1 |opay 5 loindicate
2 o compare & toexpancd
7 o caleulate 7 performance
4 expectation
a expecting d performed
b predict £ BEDAnsion
£ raloulation(s) i pay

101 OVer 4 that
z got 5 jusl
3 ask 6 Guestons

OUTPUT
1 creditors 10 paint
z profitable 11 themselves
3 stock exchanges 12 find out

& financial situation 173 fuss

5 rely an 14 frained

& sources ig count up

7 stuff 16 axactly

8 zob aclue 17 picture

9 interpreted 18 lake respansibility

page 32
Starter 1 incoume o properly
2 sales & value added
3 inheritance 7 axcise
L carparate
1 1 They are willén off,

ANSWerKey | 32

2 They look at the cost of the item, take away its
estimated scrap value, Then they uss a
depreciation method to write it off.

3 a straight line b declining balance
¢ sum-of-the-years"-digits  d unit of productian
& hours of uze

page 23
1 & Zc 3 h 4 B 5 d

page 24

a the operating profit minus interest expenses

b beczuse they don't now until much later how
much Lax they will have to pay

£ no

1 intergst expenses

2 operating profit

3 prepare an interim tax returm

& the taxation expense we include in the D&L

g record it as a net deferred tax asset or liability on
the halance sheet

1 f i 3 d & a
i 6 g 7 b

pege 25 -

1 clarify 4 basically

2 mean 5 depends

3 exactly & &S0

page 26

1 g & 3 h 4 d
5 3 6 e 7 b Bl
L increase 5 exempt

2 bracket & breaks

1 anile 7 properly

4 abalish & relurm

10 They cannol agree and decide thal Uka should make

11

a sulbmissian and serd it 1o the [R5 office 50 thal
her arguments can he considersd in detail.

1 goinl L lake this further

2 alraid | can't agree with yaur commants
3 hut this cofwersation is gaing nowhero
& you make a submissicn and send it

. dait today

& foryour time

page 27

1 to upgrade 4 rezulations

2 submission t tocapitzlize

3 inlerpretalion & definitian

1 going to take this further

z afraid | can't agree with you comments
3 bt this canversation is going nowherg
& vou make g submission and send it

5 doit today

& for your time



D | ANSWET K2y

12

FPossilile answers:

1 Pm afraid | can't agree with your comments. I'm
sarry but they ({ust) dor't make much sense,

2 I'm sorry, but this conversation ... Could you
please call me .. 7

3 I'msorry but | disagree .. 'm afraid that's not
touite) right.

4 Excuse me, but | think there may be a problam

WIth your idea,

Your calcutations seem to be full of mistakes.

6 It appears that you don’t have the necessany
experience 10 .,

LI

" pags8’

14 Across Down
1 submission 2 Inheritance
5 hudeet 3 subtract
i remporary & capital
11 scrap value G exempt
1z profit 7 deferred
13 2Armings g interest

10 provision

J pagﬂ 3‘.!--'

i

1 False: Claude wanted to speak to Janet and
called her (and left a meszage).

2 True

3 False: Claude disagrees. He says the costs were
necessary for the upgrade,

4 True

5 True

6 True

z DISCUSS 3 UPGRADE 4 VARIETY 5 SIZEABLE
6 FIGURE 7 CONSIDER 8 REASOMABLE

PREE 31
1 b 24 1 b i b
5 & [ | 7 b

The correct arcler for the conversation is:
DK, E, M, B, LG MNAILCHFEI

page 32

a That the scandals with Megacorp PLC will mean
that they are going to have ta change the way
thesy do their job.

b That their role s only to give an opinion based
on estimates, and that they can't review every
detail.

. Correcl financial infarmation

d Cwerstating assets by 0%

roverstate 2 review 3 honest 4 legal
¢ fraud & regulations 7Frely 8 check
a Self-regulation 10 audit

pagsE
714 A 4 b 5 f
6 d 7 E & h g i 1w oe
8 1 rmose 3 decreased
2 stable 4 up

ipageas
Starter The statements are all true.

Customers

Costs per customar

Employees

Profit per employes

Owverheads

Breakdown af overhead expenses
Allocation of overhead expenses to product

 page 36

2 1 allocation g infarmation
2 complete & production/product
3 cost 7 profitable
4 employes g sale
a employ e profit
b infarmation f allocated
c producessells g complete/produce
d costly h s=ales

21 A g 7 X
z 5 X B X
3 4 6 X
page 38

41 d 2 g 3 h -

5 b 6 f F i 2 &

61 b 20 3 F & B
g d & T
page 39,

7 a § b - € 2 d 3 B4
1 cash z confidence 3 cuiting back
i forecasls t hard & ervice
7 raise 8 tiznt
page 40

8 1 nestitem t gul back
2z economic condilions &  hard Gimes
1 investment plan 7 middle term
4 nhegative outlook 8 capital markets

g stating objectives:
1 We have to make a decision today about ...
4 What | want to loak atis ..
13 Our aim teday is to .

osking far contributions:
3 Anything to add, Hammyg?
15 Sally?




T

moing on:
o Shall we move on to the next item?

11

Pl like 1o move on iF | may

12 Perhaps we could discuss that at lunch?

dealing with communication prablems:
2 50, in other words ..

5. Canyou say that again?

& You did say the z4™, didn't you?

8 What I'm saying i5 ..

14 | dide't quite catch that,

SUmtanzing:
7 Letme just go over whal we have agreed.
10 Tosum up then, .

S pagaga -

Starter  FPoscible answers:

* What Is the proftakility of the company over the last
vears, and has it besn stable?

* How experignced is the warkforce, and how good
are their English skills?

* How modern are the machines and waorking sites of
the compary?

1 1 Better to invest in an exizting business
2 Buy the company or only the assets
31 The due dilizence process
& Takeover rules
g Europesn Inion regulation
& The accounting legislation
7 Accounting regulations
& The effect of the acguisition on the balance shest
9 The goodwill component
page 43
* # acquisition b agree ¢ consider
d discussion e invest [ legislation
g think h utilize
1 Lhink 2 dnveslment 1 acquire
4 agresment g invesl & legislation
7 discuss 8 lhoughts

3 Rocoo is probably the CFO of the subsidian.

Page 44

1

B L]

e I e

False: Marco is the head of the company and
Rocca is probably the CFO there.

False: The British company hasn't agreed ta the
plan yet.

True

True

True

False: HefShe doesa't mentian this in the email,
Falsp: He/She hasn't given & deadline but will be
away in the first two weeks of December.

firancial instruments
tanation system
income statemenls

4 goodwill
g leased products
& inventory

HNEWEr Key | 3.

L X al® L IT] eBe
major acquire capital  requirements
batance require average  disclosure
profit different develap
measure actually taxation
value
Pages
6 1 Sheis probably a cross-cultural trainer, or an
academic warking in the field of cross culture,

z Intercultural ssues facing entergrises with cross-
border interests.

4 She will give them information which will help
them in their dealings abroad.

& Into three parts: general issues faced by
managers, some issues in maore detail, ways to
approach problems to create successtul
international teams.

5 Mo

1 globalization 2 buzzword 3 expand

4 borders 5 Mmergens f management

7 intercultural 8 environment g9 affect

10 Cultires

e
7 1 fyoudort mind, | would prefer to answer any

2 L will o e happy Lo leke any questions,
3 There'll be thres parts to my presentation,
4 I'll start with a shart description of the general
izsups.
5 Then we'll look at some of the issues in more detail.
& Finally we'll ok at how you can create
successiul international leams.,
7 There's no need Lo [ake noles unless you really
want ta.
9 1 goocwil 3 takeover o ACwisilion
2 channels q OVErSEds G inventory
hidden waord = Inyest
page 49
Test yourself!
Brross Down
1 amorizgiion 1 canselidalion
5 depreciation T inventary
7 praliminany 4 overhead
o property G fax exile
11 payroll E dividends
13 auditor 10 creative
15 lisbilities 12 acquisition
1 TEvenue 14 fransaclion
0 Uparade 16 creditar
22 balance 17 purchase
231 intangible 1R subsidiany
26 receivables 21 Zoodwill
25 legse
25 gssels

guestians yau may have gl the end,



Glossary of financial terms

accounts payable
The ammounts that a person or organization owes
to someane else in the normal daily business.

accounts recelvable
The amounts that a person or organization is
owed in the normal daily business, l.e., excluding
loans and liabilities.

acquisition
Another word for purchase. Mormally used for
very large amounts, such as buildings, factories,
or angther company (verb: to acquire).

affiliate
A person or company which [s in some way
connected to another.

American Institute of Certified Public Accountants
(AICPA)
The professional body of accountants in the U.5.A

amaortization
The process Lo reduce the value of an intangible
asset to zeto, over a specified number of years
fwerb: to amortize),

assets
The things which a person or company owns and
which are of value to the owner.

Balance Sheet
Awrillen statement showing 1) the amount of
money and properly a comparny has and 2] the
maoney received from shareholders and creditors,

Board (of Directors)
Fhe top management of a company.

branch
The affices of a campany which are located in
various countries or cities. A branch is not a
Separate company.

budget
The fixing of the amaounts to be spent in the
future, Also, the official statement showing these
amounts,

capitalization
When a company spends money on something
which will fast for more than one year This
amount is normally put into the Balance Sheet,

Certified Public Accountant (CPA)
The title given to state-recoghized accountants in
the United States of America,

confidentiality
Mot telling others about information which a
business partner or client tells you.

consistency principle
The idea that accounts should be prepared on the
same hasis from one year to the next,

consclidation
The process of including the figures of subsidiaries
and affiliates In the accounts of a holding company

creative accounting
The manipulation of figures in the accounts,
designed to give a better resull for the company.

creditor

a person or arganization to whom money is
owed,

debt
An amount which has to be paid to another part
(See also: to service debt,)

deferred
The inclusion in the accounts of amounts which
will have 1o be pald in the future, but which are
hased on current transactions.

depreciation
The process ta reduce the value of an asset to
zero, over a specified number of years (verb: o
depreciatae),

disposition
Another word for the sale of an asset,

dividend
The distribulion of the profits of 2 company Lo ils
OWNERS,

due diligence
The process of checking the finances and
contracts of a company befora the purchase of it
assets or shares, to ensure all relevant
information has been given.

expenditure
The money spent on buying assets, whickh will
then be included in the Balance Sheet,

1o expense
When used as a verh, this word means that an
amount of money spent by a company can go
directly into the Profit and Loss Statement.

gearing
The propaortion of debt and equity ownership in :
campany of an asset.

Generally Accepted Accounting Principles (GAAP)
These are the rules which accountants are
required to follow when preparing financial
statements, which are not written into law.

going concemn principle
The idea that financial infarmation can only be
reporled carrectly on the basis that the company
will be able to operate in the future,

goodwill

The total value of a company minus the net value
of the tangible assets.



holding company
The company which owns the shares In all the
ather companies in a group.

to impair
Used to describe the process of reducing the
value of an intangible asset.

Institute of Chartered Accountants in England and
Wales (ICAEW)
The professional body of aceauntants in the
Urited Kingdom.

intangible
Something which has no physical presence, but 15
only an abstract idea. {Intangible assets, for
example, are patents, trademarks or brands,)

International Accounting Standards (1AS)
Currently the International Financial Reparting
Standards.

International Accounting Standards Committee
(IASC)
The body responsible for the creation of an
international set of accounting standards.

Intermnational Financial Reporting Standards (IFRS)
The set of standards created to unify accounting
practices in the world. Replaced the former
Internztional Accounting Standards.

inventory
The goods which a company produces, but which
have not yet been sold.

leasing
& lezal cantract Lo rent assets from the owner,
often over long periods of time and with the
possibility to buy the asset at the end of the
rental period,

liability
The amount of maney or the value of something
which a person or organization owes to someons
else. For indurance matters, 'liabiline means the
responsibility to pay the costs of an accident.

liguidation
I'he dissolving of a company which can no longe:
pay its hills,

o loan
When ane party gives another an amount of
maney which will be paid back at a later date
(noun: loan).

margin
The difference between the sales value and the
direct costs of producing an item.

matching principle
The idea that amounts should be recarded at the
lime they occur, not when cash is paid or
received.

maturity
The end date of a contrart.

merger
When twa organizations come together to create
one new company (verh: to mergel.

minority interest
Ashareholding of less than 50% in another
company.

off-balance-sheet accounting
The structuring of certain transactions which

might allow the company to leave large amounts
out of the accounts,

parent company
A company which owns maost of the shares in
anather company. (See also: subsidiary.)
provision
The inclusion in the accounts of amaunts which
may arise in the future,
prudence principle
The idea that financial information should be
reparted conservatively, so that it is not possible
that the overall value of a company is overstated.

ratio
A mathematical calculation which compares one
amount to another,

repair and maintenance
Costs to fix an asset (such as a machinel, or the
normal costs necded to keep the asset working
properly.

salvage value
The estimated value of @n aszet at the end of ils
useful lile,

scrap value
The sales valise of an asset when it can ne longer
be used.

to service debt
To pay the interest and capital repayment in
accordance with the loan contracl.

stock
1) Anather word for the shares of a compamy.
2] The inventory of 2 company, i.e., the gopds
which have not been sold,

subsidiary
Acompary which is owrned or contralled by
another company. (See alsa: parent company.)

tax retumn
Anoofficial document sent to the tax authorities
which states profit or loss, and is used fo
calculate how much tax has to be paid.

test basis
The process of checking a random sample of a list
of items, 1o 2ain assurance Lhat the complete fist
is carrectly reported,

unrealized gain (loss)
The increase [decrease) in value of an asset which
has not yet been sold.



Transcripts

UNIT 1, EXERCISE 2

Mr Martens will be with yau in 2 mumens,

@ Sdrvpting
2 Fe's [ust finishing a phone eall,
Alctinel Thank you,
Seerelary Would you like some coffae?
Aichas s, that wald be great. Milk no AT

please,

Here yau are.

Thank you,

is this the whale department?

Mg, no, nel at all. On this Toor we have the
trainee accoimtants and the boakkoepers,
Uh-7ub And does evervone work in the
open-plan area?

Mo, same of the maragers have indivityal
offices. The two big affites an the le# an
far the company treasurer and tor ayr
senlor tax accountant, The offices an the
right are for our cost accountant and for
aur budgel manager,

And the office in the carmer af Lhe aper-
mlan areq?

That's used by our back-office Manager,
And you have offices downstairs as well?
¥es, thal's correcl. Downstairs are the
internal auditors and &t the momen! we
have & team of external auditors, They're in
pne ol the confersnce roams ar the end of
the caridor,

| sea,

LUt EXEREISES. oo

saceieny AN M Martens, This is Wichaal Rogers.
Frjgg! Ah, yes, Hello, Michael, P Paul, 1t fice to
mELT Youl. Sarry to keep yau waiting.
Flease come in and take a seat. Did you
hawe a nice Night?

¥es, thanks, Paul, Finding the affics was 4
little mare difticult, thaugh, I'm elad =0
many neaple here in Brussels tan speak
Fnglish,

Hou Ohoyes, we're very intemartlanal here now.
But thal's not 4 bad thing, | must say.

A little cultural mix is gand, fsn't i

Yau'e absalutely Aght, Would you lilke to
SEATE by felling me a little aboul wour
experience, Michae!? Your 0\ is ey
Impressive. Ard then 1)) &1 YOL N ol oy
2ruup, and the particular requirements W
frave for this pasition,

¥es, thal's fine. | guess you know from
my OV thal | studied ecanomics in New
Yark, ...

Secratary

Mirhse

Ferretary

Michaa!

Nacretiry
Hizhast
Zecratiny

Wichge!

fichne!

fiic e

COUNIT A,

Sally
Charles

Marning Charles. You wanted 1o see ma?
Yeah, Hi Sally, About our board meeting
mext week, yau know we'll ba discussing
eur dehl problems?

—

c

Of course, Probably our biggest issue at
the moment.

Right. The shareholoers are getring
nervaus, and the miarkets dor't like our
lewel of gearing, We're getting more and
mare questions about whether we can
service our debt, in lhe lang ferm, its
gotling harder ta attrack new investments
50, L wanted ta speak to you aboul what
w2 da. We're Investing a significant
amaunt i our new factony in Germany so
we teed to come up with a selutlon soon
The new Tactory is very imporlant, and
we'te loakitg at leasing the assels, Ang
thar’s where yai come in, Tell me what we
can dowith leases an the balance sheet,
Whal’s allowed in this country?

I5 this a businoss decision, to lease thesa
ansefs?

Ler'’s just say ils ane passibility we're
looking at,

You'e thinking that if we lease the assels,
we can exclude these fabilities from the
balance shegt?

Cractly,

You knaw thal the auditors will look WEryY
closely al these transactions? The
aceounting slandards, or principles i# you
like, mean thal finance leases must be
disclosed, If we are effectively the awner o
these assols, then we're nat Z0ing ta haye
# cholce,

And how da we determine the owner
That depends on the canditiors in the
canfract.

That shouldn’t be & probiem, And then we
can catl them ...

Operaling leases, Bur remember, suditors
and the markess are now very sensitive o
these things, We can'l afford 1o be seen as
trving fo mislead anyone,

0f course not. Bul for the megting next
werk, have a think abaut i, OK7

feah. 1 try and hring some ideas,

Great. Ses you later,

Gl e,

Saliy

Chories

Sally
Cliarlzs
Sally

Lharfes
Splly

Charles
Sakiy

Chacles

£
Sl

Charles

5 G :.II P
Chanas
Ly a I'II !._-

TUNIT 2, EXERCISEAS . = ¢

1 He'll have paid his debis off b nexe yiear,

2 Look at the assels and Hahilities an the balance
sheet iF vau wart ta know kow the COmpany's
daing.

3 Many developing counties are burder ed by heawy
dehl.

& Wenced to laok at the lung-term liabililies before
wiet think about any majar pew pUtchases.

L The partnership has limited liahility slatus.
Current liabilities zre those which are paid off
wilhin a year,

¢ The company’s in dabl to the tune af 10 millian,




INIT 2, EXERCISE 4

twenby-three poinl five six
ten thousand and one

sizty-three pounds and thisty pence
ar
sizty-three pounds thisy

five million, four hundred thousand, three hundred
and forty-two

forty-five thousand, sis hundred and thiry-eigh:
TH

fhe pear: ninelaen ninety-nine

ar

fhe pfiece number, raam number or other Foore:
onc nine nine ning ’

the phene numbar, roam sumbes or other fgoe:
Cwa tlouhle oh three

or

the year: tera thausand and theae

NIT 2; EXERCISE ¥

uatant (. Morma has asked me to g0 over some
al the ratios | used in the repart which |
sent you last weel, The firsl of thess s on
pame 3 — working copital. Beeryone gal {17
Ok Waorking tapital is guite simple - it's
the current asscts divided by the current
lighilities, Any questions?

Yez, Whal's il for?

Well, it basically tells us whelnsr we have
enough short-term assets fo covar aur
shorl term debt, (Fwe don't, we could be in
trouble, OK? Gaod. Nexl is redurn an
assets, This is net income plus interest
enpanse divided by total assets,

Before vou ask, it allows us lo evaluate the
WaY We Use aurassets. It can help us
decide whelber ar not we should starta
new project, for cxample, by comparing the
relurn expected against the normal
borrowing costs. s that clear?

at | have a question. What's deblfasset ratio?
| 'was just coming ta that. It's the ratal
assets divided by tatal lisbilities, 1t tells us
what propartien of the enterprise’s assets
are heing financed through the use of dett.
If this ratia s high in a market with
increasing interest rates, creditars are
guing to get warried, The debt/asset ratic
determines the Tunding leverage of the
enterprise, 0%, if there are no guestians,
1"t like ta L.,

it

AIHTIT

~EXERCISE 10

Marma has asked me 10 go over same of
the ratios | used in the repart.

bveryone gal it?

Before you ask ..

I5 that clear?

[ was just coming ta that,

OK iFthom armo nn anacliame . 18 liles f0

& Accountant

A
R

Transcripls | 6

SOUTPUT :

Ite financial statements af & company are
the mosl important documents thal 2
campany produces, Investars, creditors,
hanks, customers. everyhody reads the
statements, The accounts show what a
company daes wilh its money, how
profitable it is, and alsa how dsk-worthy it
i5.And youtan see warning signs Mor the
future. Jur stock exchanges depend on
properly prepared accounts.

I agrea thal the accounts of the companies
hawve a lot of informalion, but it's very hard
to wunderaland it sl nomy jok, | aeed o
know the finandal situation of 2 company.
Peapls interested in the stock exchanges
rely an cxperts ke me. 3ul there are also
many other saurces of infarmation, As for
the accaunting rules, they don't intenesl
me, or anyenc else, at all. That's stutt for
Ihe Accountants.

All thase numbers, and | haven't got a clue
what they all mean. Pages and pages of
them, and apoarently they are allen oely
‘eatimales’, or they can be interpreted in
ana af many ways. Whal's the point when
the accountants themselves can't agroe or
now 1o show the numbers? Most of us
need a lot more information and
lenowwladige about a company than what we
Fetin the accounts.,

is it zll really that hard? Cam's we just laok
at the prafil ot lpss of the company to tind
out how its daing? | dan't s2e all the fuss.
Accountants are there to tell us aboul The
numbers, ard | thought that's what they
co. They are trained Lo report these
numbers, and it ¢zt ba that haved 1o caun)
up everythicg Inat's happened.

This Is cxactly the problem, There are many
ways to change the numoers fa give a
Better piclure, Some of my pesrs have
been guilty of doing jusl thal. The
accountants and awditars kave to lake
resporsibilily for the way that numbers ame
reported. Accauntants and their work are
exfremely impartant, they just neaed 1o
make it all @ lillle easier to understand.

Trarder

sl

Lapmian

Mawgging

et

- UNIT 3, EXERCISE L.

Manager

Sa, cauld vou just ga aver depracialion
again?

Sure. 'we prepared a guick lisl of the
differant types like you askod,

Greal.

Ok, let's soo. Woll, you khow [hat normal
arocaunting treatment mears that a fixad
aszet has la be written off over its usetul
lite. Basically we look at the cost of the
itern, and taks away its estimated scrap
value. Then we use 3 depraciation method
to write it off.

¥as, af course, its five vears for computers,
| thirlk.

Accodntant

Marager
Accnunian

Mangger



B | franscrpis

Aceguntant  Rignt, Well, as you say, there are different
wilys of doing This. Er 205 s2e, straight
line, declining balance, sum of the years'
digits, unit of praduction, hours of use. 1F
yau lack ar this lel, you can see a
description ot ezch of these methods.

Monager  (h yes, | see, Yes, that's very useful,

CUNIT 3, EXERCISE 4
CED

Wetve gol 2 Tew minules [ purselves,
Could you just go over it again? How is the
lasation expenss calouiated?

QK. The apemting profil minus our inferas
expenses gives us the profit before tax
figuze. This iz the amaunl which
theoretically is then subject to taxation. In
fact, the tamgtion amount is just an
estimate, because we won'l keow wnlil
much later exactly haw much rax we'll have
Lex paa.

Acrointant

CEQ Whar doowe doowilh this eslimate?
Accountynt  Inethect, we prepare an intarim tax retum. 11
wort be filed, just kept by us to Justity the
axalion expenss we inclurde in the P&
CEQ Will this alse be audited?

Accauntant s, And of caurse the profic after tax is the
ligare which we can distribute {o

sharcholdors.

CED What do we do when the taxable income
differs from the profil before Lad
Argpundont We record what haapens an the balance

sheet, I175 either a net deterred 1ax asset or
dalility,

UNIT B, EXERCISE &

Koty Hi lavier How's it gaing?

favler It"s not easy, all this English, We did't do
any-of this on my course,

Firffy Can | help?

favier Well, mayhe you could clanify & couple of
things. Let's see. Ay, here we are,
‘Provisicn farincome taxes'. What cocs
that meant

Kty CF. Provision maans putling money dside
so that we have something 1o pay with
laler, &, provision far income tases is
talking abaut the curant year's lax
expense which will have to be paid in the
Malurs.

fapler Like provisional?

Kirhy Mol exactly Provisional just means
temparary, vou linoe, not Anal.
Llke -z provisional budget. It's not the final
VEFEIQn,

fawer [ see, And woar abaut defered focome (o
halonces, What does deferned mean?

et Basically put all 1o anolber day, The
income nas heen recognizod in Tha
accaunts, aul the tax cwing an that income
will anly be realized In the Tulyre,

fawier 0¥, How does that attect assaciated

COmpanes?

Kathy Wizll, it depencs. Associated companies
and affiliates are 2 special case.
Daferred faxes are nol nommally recognizer
an undistibuted earnings, but only ifthe
plan is o re-invest the profits,

lowigr S, iFwe don'l invest the profits, we pay
tax.

Klllllllr E;’:«.ﬁdi'g'u

These casts clearly relate to tha repalr and
mainternance of our machines.

But in your financial stalemeanis, you argie
that this expenditure was 19 upgrade and
yvou have capitalized it all. At first glance, i
appears clear that..,

Excuse me, bul vau kreow a5 well as L da
that the accounting and tax regulations
allowy for different definitions of what we
can capitalize, and whal wea mush expanse
Yes, but ifs easy to waork out the ype of
casts yau have from the descriptions in
vour accourts, And basecd an our
interpretation of the laws, this seems to b
capital expenditure, which you can of
caurse depreclate,

We're geing to take this furthern I'm atraid |
can’l agree with your comments.,

Look. I'm sorny, but this conversatian is
going nowhere, | suggest vou make a
submission and send it Lo aur office, We
cah then consider yolur argaments in detail
Fine. I'll do it today. Thanks for your time.
Yaure welrame. Goodhye

Ewte.
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UNIT 4 EXERCISE'L : : :

Cloude Claude Bernaud.

fanat HE Claude, 10 Janel, You wanled Lo chal!

Cloude Hi fanet. Great, yvou gob my messaga.
Thanks for getting back to me so quickly.

fanat You'te welcomes, How can | help?

Claude Well, it's about vour preliminary report.
There are a couple of things | think we
need 1o dicnyss,

tonet Yeah, sure. Mo prablem. | have it in front a
mE,

Clniite Harg oo Pl just And my notes, 0K, The
firat point 5 an page aleven, thing
paragraph. What do you mean, exacthy?

lznet CHE Lal's hava & lonk, Db yes,
Capitalization of cosls in your facloies. W
think that these costs shaould be expenses
in the P&L.

Claudle But . no, sorng Mmoalracd | disagree, They

wWers necessary for the upgrade of aur
plant. Surely you agree that we have to
keep up with the compatition?

Yes, of caurse, But lots of the ftems we
teated are clearly narmal repair and
maintenanco expenzos. Yo can't eally
justify including such costs under machine
Pimperadac
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| =ea il differentiy. Qur machines have been
develaped to produce @ wider variely of
praducts, to impreve the running eficieney
of the equipment; to keep. us in Business, gl
This was 4 siresble investment an aur oart,

The figure we're talking shaut shows the
commilment wa've made ta the future, |

meEan, we're going to be gatting benefits

from these upgrades far years, Qur balance
sneel should show this.

I'm sorny. These Migutes are too material for

us te ignore, There are some expenses

which ...

Compdnies do this all the time and, | might

add, their auditors accept il | suggest you
consider this again, 'm sure you'll find ity
reasanable when you think abous how

imonrtant these invostmans ware to this
COMEAnY,

Al right, We'll look ol these costs again.

Let's move on the noxt poinl,

UNIT 4, EXEREISE & : :

Part 1
Hewdl
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Heigh

Clawde

faner

Cladvide

Yidlal

Have you scen the lalesl?

What’s that? sbout Mogacar PLE

Weah, And it's not the only anc. Brary weal
there's a now scandal, IUs going to change
how we do our job,

Mot Do rade s ooy to give an opinicon
based an estimates. We can't review every
littl= thing in detail.

Ohy, come on, Investars expect fnancial
informatian ta be carrect, And | think it's
fair enaugh, IFthey find oul that, | dan'l
kriow, thal assets have been averstated by
Lo, then thoy'te going (o be annoyed. |
wauld ke, too.

Fhiiip

Heigi

Fart 2
Pl
Heddli

We dor't overstate anything.

But we're gxpecied to find these things,
That's what we're paid (o da.

Hang an a minute. Qur joo s 1o review the
information prowided o us by the
manzagement of a company, We kave to
dssume that theyre heing honesl, We're
not police officers,

But ...

Let me finish. Look, there ane [egal
mechanisms (o deal with people who
commit fraud. The auditing profession has
il's pwn regulations and investars st
this. I1's rried and tested,

All P saying is that inveslors have z right
Lo rely on the financial informatian they
read, and we're paid 1o check exactly that
Self-regulation may not be enaugh, Ancd
the trerd is ..,

| agree that it's a bil slrangs that we're paid
by the same people wha we awlil, byt its
always been this way and | dor't seo how
that can be changad, do you?

il
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transirpls | 6

I'm sorry, but the extermal accounts dorft
hela ma much, Doesn't matter iF they're in
English ar Chinese. | need intarmalion from
you which will help me run his
departimeant,

cF What exactly woull you jike?

Mongger  Well, for example, | need something whizh
tells me aboul the profit we make an aur
customers, with same sorl of breakdowen
based on |he size of the company. | want
Lo compare the money we make to tha size
of the custamer,

Sure. We can do that, And how about The
costs per customer?

Exactly. How much we spend on each
customer, compared [ the size of their
orders.

That zhould be possible,

Great, Also, the profil mace per emploves. |
wanld like to know where we are prafilable
and with which employees we make our
maney,

You reqlice [hat this is going to be a lal of
wark for my deparfmeant,

Yes, | know, But it's very important for me.
Can | alsn have 3 complete breakdown of
our owverhead cxpenses, and |he zllocation
afl them Lo each of the produsrs that wa
sell?

DK, How would youl like all this information
I be: presented?

In plain Enalish, please, So that even | can
understand it.

CFi

fRanoger

(S )
Monagar
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Manager
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UMIT 5, EXERCISE 7

S0, we've agreed that Sally's team will
praoduce those figures by the end of the
manth. Got that? Gasd. O, I'd like to mave
ler the neat item on the agenda, which is
the biedgel for the upcoming vear. Peter,
would vou please glve & short averview of
waur tegearch inta the marker, and your
conclusions?

Sure, As yvau all know, my depzriment has
been extensively researching the markas
and the econormic conditions we'll be
facing in the shar term. 1's ouite clear that
evenls of recent years have unsertled (he
marker greatly. Bolh investors and
ransumers are comvinced that i won't get
betten, probably far a long time, Investors
are looking for solid companiss, and
cansumers don't just throw their cash
around like they ussd to, We think that the
situation will remain Like il s in the middle
ferrm. This is-g time for consolidation, not
expansion.

Simon, what does R&ED think aboaul this?
" & pretty negative outioak. Wehe haen
working really hard (0 come up with some
areat ideas, and maybe row's the time to
launch same of aur new products.
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ready to go for months, We can'l just wait
and hope that things get better, Dur
alratemy has always been to lodd the
miarkel, not sit back and rruise along,
Peter?

Idess and investments dor's mesn cash in
the bank. Cansumers simoly dor's have the
confidence to spend their money an farcy
rrew praducts. And as for expansian, | think
the good ald daye are lang gone. We
should be cutting hack,

Sally, how do yau Teal about all (is?

We're lalking about budgels far the
upcoming vear, Beerybody's Morecasts sesm
lo indicate hard times shezd. And we dor
even have the money ta spend, How ars
W B0INg [ serve mare debt, o raise mare
casn I the capilal marcsts?

S0 diespite our great ideas and invesiment
plans, it seems the raality s that our
budgets for this vear will have t be tight.

ledeas and investments dan't mean cash in
the bank. Consumers simply don’t ‘haye
the confidence to spend their manay on
lancy new products. And as for exaansion, |
think the good old days are lang gone, We
shauld ke cutting back.

Sally, how do you Teel abaut all this?

We'rs falking sbout hudgats for [he
upceming year. bverybody's forecasts seem
tindicate hard times ahead. and we don't
even have the maney 1o spend. Haw an
we going to sevice more debt, or raise
mare cash in the capital markes?

Sa, despite nur grear idezs and investmion|
plans, il seems the reality is that aur
budgets fr this yoar will have Lo be tighl.

SHTE

Al

Daro

S0, CAN we agres at leas| that it will be
mast cosl eftective ta invest inan cxlsling
bisiness? That way, we will be shls o
utilize the lacal knowledge of the
persannal currently running the business,
Yeah, | think so. The questian is Raw
exactly. Do we buy the company o orily the
dasets? There's a lol to think about, Tar
inslance, the due diligence process,
althaugh that wan't affect the mechanics of
our acquisition. What will we have to
consicer, Allen? Yau®e 1he intemallanal
laveyer,

Lotz af things, takeover niles, Luropean
Unian regulation on competition and the
ateaunting legislation, Dana, can you Lell
us something ahout thaty

Artually, the accounting regulations aren't
such a big lssue, Mare important will be
the effiect of our acguisition an our haianse
shest, The goodwill comaanent iz lige
and we have lo be aware of the impact his
is going ta have. Thatll be an interesting
discussicn with the auditors,

]
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CUNIT 6, EXERCISE 4

If we are thinking about raising capital In overseas

miarkets, the reporting requiremenls of thase markets

are alrdgusly impartant. e summarized some of fhe

mazjar paicts an this slide - leis go through them brief)

i It may be possible 'o measure all of these at thoi
fair value, which wauld zllow the recoanition of
urrealized gains,

= This may have been develaped completely
separately from the accounting systems, and may
provide considerable opportunitios for laxation
planning.

= Typical of thess is the Profic and Loss Account.

4 Thig can be acouired ar self-generated — of course

it may have to be recognized as an assel, if

cerbain criteda are mel,

Here we're talking about Ihings which we domn

actually own —they go back o Lheir owners after

a certain amaunt af time, They require differan:

disclisyre in the Balance Sheet, and (he GAAE of

different countries can require diferent
chassification, normally Anance or pperating.

&  The metheds used to measure this can vary
considerably. The narmal ones are FIFD, which
means st in first out’, LIFD or last in first oo,
ar aversge Lost, which is anmewhere between the
b, Al glve 3 different value Tor what we holg,

Part 1

Good motring, ladics and gentleman, iy name is
Kathryn Smithson, 1'd like Lo thank yay first of all for
Eiving me the opporunity ta came hore laday aniel talk
lo you about the intemational issues tacing BriteIprizes
with cross-oarder interesls, Although | am nal an
accountant | hape Lo give you some infermation which
will help vau in your dealings abroad, IF wou dlan't
mine, | would arefer bo answer ANy questions you may
kave at the end.

wy

Therell be three aarts (0 my presertation. 1) stars with
& short description of the general issues taced by
managess today. Ther we'll lnok at same of $he iscues
in more detail using some of the data | have collectped.
Finaliy we'll took at how you can approach thess
areblems ang create successful intemational teame,
There'l be a comprebensive hand-out at the end, 50
there's na noed Lo take nales unless wou really want ta.

Part 2

30, what can we conclude from 21 Ris? We all knaw
lhat glabalization bas been a buzzward for Many years
nivw, All of Us have been involved in of seen Companies
expand across borderland we have seen some mergers
collapse. | think thal my rosearch has shown that ang
of the main reasons for such rollapses is that
management has ignored the Intercultural Taclors
lacing the membcrs of teams werking in an
intercultural enviraniment, | hepe my prosentation has
made ¥ou aware of some of the faciors which affect the
abifity of people fram ditferent cultures 1o wark
togelher,

Lwill how be happy to taike any questions fam the
Moo and perhaps even discuss some of these issyes
turther. Yes, the gentlemar on the right?






