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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 varety of
situations with colleagues and business partners. In this short course, you
will learn the language related to accounting as well as ways to achieve your
goals in meetings, in presentations, on the telephone, or when making
smiall talk,

English for Accounting consists of six units, each dealing with a different
area of accounting. Every unit begins with & Starter, which consists of a
short exercise, brainstarming, or a quiz, This is followed by dialogues, texis,
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 1o the Partner Files at the hack of the book. These provide
infarmation 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.

Al the end of every unlt there is an Qutput activity, which is connected with
the topic of the unit and provides oppartunities for discussion, Throughout
the book there are Did you know? 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 knowiedge of
the vacabulary fram the units with the crossword 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 financial
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 CD-player. |n arder to give yourself extra listening practice, listen
to it in ywour car. The Interactive exercisas let vou review your leaming 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
appear in English for Accounting. This includes a column of phonetics and 3
space for you to write the translations of the words in your own language,




STARTER

1

Introduction to
accounting

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

III". dceounbant

P f"f
/ \

Here are some jobs and definitions. Fill in the gaps in the definitions with words from the box
below.

b'autkﬂspsr

specializing = studying = for inspecting Its accounts = processing the records
¢ wiving administrative support = [0 inspect its accounts

Trainee accountants

Adccountants whoare 'for professional examinations

Bookkeepers

Administrative staf responsible for ____* of a business’s financial acthvities
Tax accountant

An accountant 1in a company’s tax affairs

Back-office manager
Person in charge of the staff responsible for * to the Finance departmeant
Internal auditors

Employees of a company who are responsible i
External auditors

People employed by an outside firm of accountants and hired by & company
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@ 2  Michael Rogers, a CPA {Certified Public Accountant) from the US is meeting Paul Martens, the CFO
(Chief Financlal Officer) of a company in Belgium. Listen to Michael's conversation with Mr Martens'
sacretary. Are there any jobs mentioned which are not included in the activities on the previous page?

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

£ Hereare some mixed-up phrases from the conversation. Re-order them se 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.
31 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 ® ctart = fill = fairly

1 You're P ___ right,

2 Would you like to by telling me a little about your experience?
3 | guess you that I studied economics in New York,

& And then "l you ln on our groug.

& Your CM is IMpressive,

& Bul 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 foreign
business partner. In the second, write down unsafe topics. Compare with a partner,

Gafs topios Unaafe topics
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6 Work with a partner to practise greetings and small talk. Look at the phrases in the box before

you go to the Partner Files.

USEFUL PHRASES

Meeting people

Hello, Mrivs . . I'm ...,

It's pice 1o mast you.

= IT's] Mice to maet you, toa.
May | introdece you e .. 7

I'"d like $a introducs you e .
Have vou met -}

GAAF = FRS » |AS » |ASC

m Parinar A pagz so
Fammar @ page 52

Offering hospitality

Can | take your coal?

Please coma in and take a teal,

Can | got you a cup of coffesfes?

Would you like something to drink?

—Nes, please. [ Yes, that would be great.
— Mo, thank you. { Mo, thanks.

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

International accounting

nigrnational companies can choose how
they present fAnencinl informetion to
outside porties. The rules and regula
tions betwesn countries vary signifbeantly
Aceountants worldwide are familiar with
the words ‘Cremeraliy .-"u::cr']'.-1¢-:| Acoouniing
GANEY,

principles are;

Frinciples Some of the lasic

*  the going concern principls
* the prudence principle
* the matching principle

®  the consmstensy prineiple.

Thee developuent of thess principles has greatly
differed between countries. For example, in
mogt. Enghsh-speaking countmes it iz oftan
::l.'l:l:-'r.-tl.'d 'prm.-:.i.n:c to offeet wrrenized =t als

feprmy unrenlized losses, or bo re-value Jong term
nssets upwards, provided sufficient prool of
the curront value can be shown. This meana
thai aceoants con hove yery different values,
depending on whether the company chooses
to follow local accounting standards, Inter
nntionnl Financial Reporting Standards (TFRS)

[:ea-:nnr.'-rly.- the Internationol Accounting
Standards {LAS) - or U5, GAAP Whethsr the
conpany can chooae is governed by the laws of
the country whera it is regiatered. Forexample,
the UJ.S.A. pnd .Jn]'mnn:lrrnntly alboa pabhicty-
traded companies to progare their financial
statements nsing the standacds of the Inter-
national Accounting Stundards Commbttes
{IASC) but they
reconcilintion to damestic GAAP

muet alzo include a
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iniroduction fa accpunting

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

10

outside = accepted # English-speaking = local accounting = publicly-traded

company = practice * standards * parties * countries

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

Far example, Australia, the UK, and the U.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 involved with the company.

WA il M

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

Then
o ]
This principle is concerned with the timing of the recognition of transactions in the accounts,

Items are recorded when the income or expense arises, and are not dependent an the movement
af cash,

B W

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

What value should be given to the numbers in the accounts? It is normal to act pessimistically,
s0 that profits and assets are not overstated, and expenses and fiabilities realistically valuad.

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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L1  Read this email on creative accounting, and then decide if the statements below are true [ /] or
false [X|.

LDOO e
o & E o e

[J!I!u Fl.epl'r R!pE'.rAIE Forward Print

Subject: Creative accounting
Froeme Rupert Greene <t gresnsPmtepdes
Toi Jewier Estrade <j estraca@iniep.as=

Hi Jawier

i At oasr mweeting yesterday you asked me 1o send You Some DECKErowd Info on creatve
accounting, and in pasoular off-balahce-sheet scoounting,

| Basically there™s quite a bit of fexibdlily in the way we can interpeet the standards and

| principies of accounting. For sxample, we may went to report bigder profits so that we can
attract inwestors an the capltal markets. On the other hand, smaller profits may be better
&0 that we pey less tax, The peoblem isthat the line Betwaen truthfsl and misleading
representation of figures ie sometimeas wery thin, and this Bs whane peosle get into trouble,

Off-badance-sheel accouniding is seen by some as one type of creative accowrting. (People
hawe heen arguing sbout it for years, though!) The Key point 1o remember is that the
acoounting treatment of legitimate business ransaclions can vary greatly. For examgle,
many companies arg imvolved in leasing for business reasons, and the guestion for the
accountants B how 16 present the fisanctal implications of such leases im the accounts. In
Eheory, the idea ks that leasing an asset (instead of buying it) allows the cormpany 10
excluge the liability from its accounts.

| Hipie this belps — give me a call if you have any maore guestions,

| Best wishes

w

Rupert

1 Accountants agree thal creofive occounfing is a good thing.

Off-balance-sheet accounting Is ane way of creative accounting — there are others.

Creative accounting is sometimes used to try and altract maore 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 assel, the accountant doesn’t have to include it in the accounts.

COO0000
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Qﬁ 12 Listentothe conversation between the Managing Director (Charles) and the Financial Director
(Sally). Answer these questions. Make a note of the words and phrases that helped you te
answer.

1 Da Chartes and Sally agree that thelr company has
a debt problem?

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

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

& Do owe know whether Sally agrees with Charles's suggestion?

13 Fillin the gaps in the extracts from the conversation.

Charles  The shareholders are getting nervous, and the markets dor't like our level of

g L We're getting maore and mare guestions about whether we can
5 our d Sithed-
t %5

I's getting harder to aitract new Investments. 50 | wanted (o speak 1o vou aboul whal we
can da, Were [nesting a s = amaunl in auf new RActory in Germany 50 we

need [ c u W 3

solution soan. The new fEctory 15 very important, and we're looking at leasing the assets,

Sally You're thinking that itwea | _ the a = we £an

pxciude these | {from the balance sheet?

Chanes  Exacthy

Sally You know that the auditors will iook very closely at these transactions? The accounting
5 3 or principles if you like, mean that finance leases must be
i 7, IFwe are effectively the owner of these assets, then we'ne not
gaing to have a ¢ -

Now listen again and check your answers.



=

UWEL  Indroduction to accounting | 1

14 Match these words with their meanings.

15

1 debt a  an agreement between two or more parties, often written

z lease b the opposite of assels

3 gearing t  buying or selling something

& liabilities d someone who owns parts of a company

g contract e money that Is owed

B transaction 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 own capital to borrowed funds when buying
an asset or fimnancing a company

Use liability, llobilities, debt, or debis Lo complete the sentences below.

1 He'll have paid his off by next | o e B —
year, 1

e
z Loaok-at the assets and on the 1
balance sheet if you want to know how the

=
-

company’s doing.

3 Many developing countries are burdened by

heavy

&  We need to look at the long-term

I've balanced
the books - now
assets equal
fiabilities!

__ before we think aboul any

major new purchases,

5 The partnership has limited

status.
6 Current_____ arethose which are paid off within a year.
7 The company's in to the tune of 10 million,

Now listen and check your answers
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1 E‘ In the conversation in exercise 11, Sally agrees with Charles. Here are some other ways to agree or
disagres with someons. Put a tick (+) next to the ones which mean agreement, and a cross (1)
next to those which mean disagreement.

1 You've got a point there. [ g 1% just not on. g
2 | see what you mean, [ 6 Fair encugh, _

3 Me neither. J 7 Point taken, [

4 Noway,

1? Now use the above expressions 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 elss in this company now works

35-hour weeks, and look at us!® '

2 ‘Can yvou came in next weekend? “What again?

7 “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.” *

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

There's no other way” *

e ‘Have vou had a look at this? If's a disaster, a catastrophe!l” "Hang on, it can't be that bad.
Ah, '

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

booked, | don't want problems later” *

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

13 Do you agree with the speaker? Usa the phrases above Lo agres or disagree and continue the
discussion with a partner.

s time the world moved to the same
- balance-sheet accounting should pocounting principles - gveryone
be mede iliegal, shouwld use L5, GA4QE.

—-—J; —

Creative accownfing is
o good thing,
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Becoming an accountant
o]

The body which represents the interests of accountants in the LS. isthe American _
Institute of Certified Public Accountants (AICPA). To become a CPA, the agplicant must I
meet thit requirements of the state whene hefshe wishes fo practise, as emhlasﬁuﬂ by .
the law of that state and administered by the state boards of accauntancy. 7 &@=
To qualify for certification, the applicant must: F
1 Sludy accountancy at a college or university ' }
2 pass the CPA examination, which consists of four sections: ‘h:
= Business Law and Professional Responsibifities
*® Auditing 3 -
* Accounting and Reporting — Taxation, Managerial, and Goveramental and ;
Mot-for-Prafit Crganizations
= Financial Accounting and Reporfing — Business Er|1-:rpn5e5
3 have professional work experience in public accounting, .
' §
Most slates reguire a qualified CPA to carmy oul regubar p:‘u-fﬁssinnal training.

Chartered Accountant

The mafer accounting body in the LK. is the Institute of Chartered Accountants In
England and Wales (JCAEWN),
To become a Chartered Accountant, the applicant must:
1 have sufficlent school or university education
2 apply for & training contract with a recognized company, which mll
give him/her three years” work experience
3 pass the ICAEW's exams on:
* Agcounting
» Audit and Assurance
* Business Finance
* Buziness Managemeni
Financial Reporting
= Taxation
& A% well as prove hisfhar knowledge on Cammercial and Company Law, and then
with further axams on:
* Business Enviranmeni
* Business Life Cycla
* Advanced Case Study

OVER TO You

How does the process of becoming an accountant in your country compare to those deseribed
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 reported in accounts?




Financial statements E o RV g
" Persition, Motes, Annual
and ratios Repor, Budget . j‘
falance Sheal, Stafement
of Cash Flows, Stotement -
of Earnings .. ) - Marker.
- - Capitalizretion,
INecounted Cosk
Flows -

=3
STARTER flanagement ACCouls, -
invesiments, Statement of

Shareholders’ Equily ..

g{-

The man in the picture is thinking about EH !
differant types of financial statements. 2L K_
Which ones are you familiar with? u& =]
Can you explain what they are used for? i £

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

Statement of Financial Position

At Dascamber 31 (In milkana) it
A

Cash and equivalents 5 18,278
Investmant secwitas 61,880
Camran receivabas 6,870
In entceias 3,261
Financing recesvables 113,871
Insurance receivabias 2,187
Oty receivabies 1,008
Property, plant and equipment — nel 44,875
Irvasbmanis 18,320
Imangdle assats 17,906
All gther assats B2, TR5
Total aszaks § 351334
Liahilitins and cquity

Eharl-kerrm bermowinga B2, 736
Accounis payabis 10203
Progress collaciions 3897
Dividlends payable 1,102
Al other cument costs and expanses aecrsid B,233
Long-tarm bormowings T, k54
insurance lighlities, reserses and annuity benafits B4, 283
Al gthar liabiitias 33,763
Dierberred inooems taxas 14,194

Tkl Linbilithes: 1B EIS




Mincwity inberest in aquity of consciidated affates
Commuon siock

Accumulatad gainafloases) — nel

Crihar capital
L&hmmm‘ﬁlnlﬂw

Total share owners equity

Total Rabifities and eouity

Statement of Earnings
For he years ended December 37
it millicns; par share amounts w dolars)

Aovenugs

Sales of goods
Salen of serdoes

Cihar incoma
Total revenues

LT 2

Hnamiks ikatements and ratios | pl:

Costs and papanses.
Cos of goods sold
Cost of senvicas eold
Enderest and financial charges

Insurance |osses and policybolder and annuesty benedits

Prowizion for loasas on fnancing receivables
Criher costs and expenses

Mincrity interest in ned parnings of conscidaled arilates |

Total costs and expenses

Earnings bedore iIncoms laxes and accounting
changes
Provision for income 1akes

Emxmings bafore accounting changes
Curnulative ofact of acoourting changes

et earnings

Per-share amounts
Per-zhare amounis befose sccounling changes
Diksbed sarmings por share
Basic earmings per share
Par-shans amounis after accounling changas
Diuted samings por share
Besic earmings per shars

Dividends declared per share

2Aro

1,214

2427

5,834

20,772

{12,827

30,220

§ 351,334
2005 2004
& TBBAT § 74387
4,287 E,025
1,434 1,228
4,548 81,540
27,498 05,724
4,285 56
B,85E 8645
10,137 8,928
4 BB 4612
16,735 14,480
188 185
72,220 6,180
12319 12,851
3.184) (3,441
8,13 B850
i212) 0
$ 899 5 8910
£ 116 5 113
5 1ar 5 L
$ 1 5 113
3 £ 14
§ D46 £ 045
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2 Match the words with their partners, and then look at the statements again te check.

- ——

MNow match the word partners to their definitions.

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

t The holding company cwns a mincrity interest (less than 0%, but the accounts ara

nevertheless consolidated.,

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

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

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

f  Profit which s not paid out ta shareholders in the form of dividends, but instead is kept by the
company ta reinvest or pay off debis.

g The amounts affecting common stockholders, but not from movements in the stock of the
campany (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 layoul.

oo You KKow?

The LK, gnd the US4 oiten have different terms for the same thing. Here are some Important exampbes.
Can you think of any others?

LK. LL5.A. Your language
Ealance Sheat Statement of Financlal Position

Profit and Loss Statement Sratemant of Eamings

shareholdar stockhobder

stock inventany

PEIANE leverage
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£} Choose the bast way to say these numbers and equations. {Sometimes more than one way

is possible.)
13.55; a twenty-three comma Gfty-sin 1;__-5}_ @ nineteen ninety-nine
b twenty-three paint fifty-six b nineteen hundred ninety-nine
€ bwenty-three point five sis € nireteen nine nipe
d two three point five six d ane nine pine nine
1,001 a one thousand and one 2003 a  twothousand three
b tenthousand one b two double ah three
€ tepthousand and one € two thousand and threse
d one triple oh one d twenty oh three
:ﬁl_!_-’!j& a sixty-three pound and thiny pence
b sixty-three pounds and thirty pence
£ sisty-three pounds and thirteen pence
d sixty-theee pounds thiry
ﬁ:ﬁ:ﬁﬁﬁﬂ five hundred thousand, four hundred, three hundred and forty-twg

five millicn, four hundred thaousand, three hundred and farty-two

a
b five million, four hundred theusand, three hundred and twenty-four
C
d five billian, four hundred thousand, three hundred and twenty-four

"E'.dj.ﬁi_?,ﬂ_ a forty-fiwe thousand, sl hundred and thirmy-elght ewrn
b forty-five thousand, six hundred and eighty-three ewsro
£ forty-five thousand, six hundred and three eight euro
d forty-fiva, slxty-theee, elght eurm
il -]
A Now listen and check your answers.
B

I You Kuaw?

Saying numbers in English

Hotice how we use the decimal point in English;
G0z six point oh fwo
(SR zero lor nought) point of four
o.007 zero point double oh seven
sH.345 fifty-six point three fowr five [NB: single numbers after the decimall
Here commas — and not decimal points — are used: Note the following:
12,076 twalve thousand and seventy-six 1,000,060 ane millian
2,878,210 twea mrilkion, five hundred and thirty-four vooa00000s  one billicn
thousand, twa hundred and ten I
Sums of money: l
£1.67 thres euras shafy-5even OF
three ewrg sixty-savan
5 m five millian dallars
Node how we say yearnk:

1287 nineteen eighhy-seven
2007 two thousand and threa
2030 two thousand and thirty (or teeenty thirty)

Work with a partner to check on some figures, Use the information in your Partner File to make

o phone call.
[ PARTHER TILES il
farksar B - page 5z
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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 g Total revenues
2 |Interest and financial charges & Dividends declared per share
3 Basic eamings per share (2005 and 2006) 7 Diher costs and expenses
4 Earnings before income taxes and accounting changes 8 Sales of services
g s better than fast year, ¢ There's quite a drop from d i's not os low as two
= /—/ 2004 fo 2008, ] years ago. )
b ' gose down /

sfnce last pear. J g it's virually the same. JJ
AL S / -

I Aol mone NS yeor
— ._./J b s exoctly bhe same. )

¢ Slightly more this pedr,

—— ..-‘; — - r{'

T Wirite definitions for the following terms:

a Working Capital
b Relurn on Assets
¢ Debt/Asset Ratio

Now listen to an accountant explaining ratio analysis to some managers In her company and
check your answers.

53
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D You KNOW?
Saying equationsfformulas
| +  plus, and, add axb=c otimes {or multipiied by} b equals ¢
R H'!.il'!UE, LEEE‘ Fublract d—2 o minus b divided h'.l [ﬂr g.i.lg-;] r
+  divided by £
—  divided by, over total assets  total assets dividad by total
2 multiplied by, times tatal lkabilities  liabdlities

= equals, s

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

gross profit margin ® eamings per share * retum on equity = average
interest rmte * debt/equity ratio * Inventory turnover = pricefearnings ratla

1 inferest expenses t revenue — cost of goods sold
liabllities — accounts payable reYenLe
7 netincome - dividends on preferred stock 6 cost of goods seld
average shares average inventory
3 net income 7 market value per share
sharehobders equity E3MMINES por share

& total liabilities
shareholder'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 barrows funds.

¢ Compares the current market price with eamings to calculate I 2 stock 5 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
retumns often do not require more debt investments.

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

[ Indicates what proportion of equity and debt an enterprise uses to finance its assets. A maore
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. publicty held companies in
their financial statements.
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Q  Usewords from the descriptions abova to complate the table. The first one is done for you,

10

VERB HOUN

to predict prediction

to 1 payment

o .2 comparison

1o 3 calculation

fo expect B— 4
to g indicatian

{+] & axpansion

to perform 7

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

2 The figures are a little different to what we were

b The problems in the Middle East have made it really difficult to _ miext year's

furnowves,

¢ | think there are some mistakes in the

d The fund much better 1ast vear. This year has been very disappointing.
g The _into Eastern Europe looks gaod.
fWe need to make sure that our customers s on fime.

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

questions * fust * that = got * over ® ask

Morma has asked me o go same of the ratios 1 used in the repork.

7 Everyone it?

3 Before yvou

4 s _ Clear?
g |lwas ____ coming to that.
& O, if there arg no | Ld like to ...

Mow listen to check your answers.

Look at the financial statements of the company at the start of the unit, and discuss with your
partner whether you have enough information to calculate the working capital and Inventory
turnover ratios. If you need more details, write an email 1o your contact in the company and
request the information you need.
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Listen to what these people say about financial statements and fill In the gaps.

lu:munhnL The financial qtaummtg ¢r i mpapﬂ.r@ ;hu Mt mpm‘ta_ﬂt.: M= :"-'
du:umeﬂ{s lhaz 3 company produces. Inyestors, IR e han'k;sg
ms.tr.'-rrm-rs wéq.-hudf reads the Emr&mmtr.‘rﬁg a:Eur.mt'. shm'r n‘hﬂ_‘t Q,mmg_ '
dues wlth lis rnc-nr:jl. Fiaw p___! pt'Eu 3.-.:1 aksa haw. r1’5j: ':unnhg 13
A.nd Jf-i:ﬁcén SeE W:n;ﬁﬂng slgrﬁ ﬁr the- h!

. the PR AT S ufa :urnparw. F'eup]e IntErP.'stJM
" Im thestock exdﬁrri,reé’._r-'- ' ] *iEipEIEtUEI: a
me. But there zre alsa-many othar s ufmfb:matlun.hﬁ for
- the accounting rutes, ﬂmfdnrft lnterestme of anyone else; al*al]. Thats

1 g % Furﬂ\e- Bccountants, s

S

Investor: All those aumbers, and | hayen't g : acL : 5
1.-.113r, thE'.r all mean F'age-s and pages of them, 2 and nlpparenl:l',' they are often -i}rll!r
“estimates’, o ihElp can ba | 7 rn ane u[marn.l Ways. 'n'l.lhat‘s the'

P Puhenthe accolntants BT T T e e o
hira: 1o sieowe the numbers? Mot af us need a lot mone information and

knowledge about a company than what we getin the sccounts.

Layman: 15 it all ready that hard? Can't we just look at the profit orloss of
the compamy to f ] 2 how it's doing? | don't
sea all the f M Accountants are there to tell us about the
numbers, and | thaowsght that'swhat they dao, They are 1 Yio
repert these nsmbers, and it can't be that hard ta

U 5 gverytiing thats happenad.

Managing Director: This is @ i the problem. There are masiy wWavs
techange the numbers o give a betterp__ 1 Some of my peers
have been qullty of doirg fust that, The acceuntants and auditors hava to
i r W foye the way that numbers are reported.
.ﬂu:n:_uun-l:anu and their work are extramely important, they just need:to maks

it all a fitte easier to understand.

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

OVER TO YOU

In your experience, what do people think of the work done by accountants? What do they generally
think about financial statements?
How can accountants make the numbers they produce easter to understand?
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STARTER

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

1 inc_m
=it C r_ e
S i & v _L_ _dd_d
2 5_._5- 5 pl_F_'tr
7 EC _5 _
3 Inh _mt_nc_

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

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

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

a &5 |

b o b

£ 5 -of-the-y -d =
d u ofp ==

& h ___ofu

DiD YOU KNOW?

In the U.S. and Britain accounling methods for income fax and Keoncial reporting are
independent of each ather, This means that there can be |arge differences batween the
profil 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 mentioned in exercisea?

1 : The asset is depreciated by a constant

amount every year. The depreciation expenss for each year is
calculated by subtracting the galvage value from tha
acquisition coat, and then dividing the difference by the

pseful life of the asset.

2 1 The deprecistion axpensa is caloulated

by first subtracting tha salvage valee from the acguisition
cost. The difference i8 mileiplied by & fractional amount,
whera the dencminator and numeTator are based on the addition

af the ﬂqurﬁa in the asset's usaful life.

3 s+ The depreciation is fapoalerated’ By

this method, 50 that the eXpense is greater in tha firgt y=ars.
The salvage valoe is ignored in the calculation, but the asset
will not be depreciated below this VELuE .

R W1 3 ey e ey

: £ the asset i3
4 : The expected usage o

raken inte account in determining the rate of depreciatlon.

5 : The expected cutput of the asset is

taken into sccount in detarmining the rate of depreciation.

e~
- . S T =

3 Preparae 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 your company/client use on its assets?

Why has your companyfcient chosen that method?
What are the alternatives in your country for depreciating assets?

o
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AT
|%;I .q. An accountant explains the taxation expenses disclosure requirements toa CEQ.
s Listen to the dialogue and answer Lhe questions.

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

¢ Do they fite the interim tax raturn?

Now listen again and complete the CEQ"s notes.

Taxation expense is calculated by subtracting N
...... ) =g e .
Thfs gives us an estimate, which we use to_ s b
3
T
We need it 10 ju&f-r& ! B 1 o
if there s any differsnce between the profit | bsﬁ:ratax and the
taxable incoms, We i = = .
5

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

1 ‘Wil this also be checked? a Ao euro per hour

2 Could you just go over it again? b 1" afraid that will be too late.

3 Haw is the profit calculated? ¢  Ewery three months.

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

 How often do they check? & Yes, of course, Let me try to explain It differently
& Wha'll kandle the presentation? this time,

7 How about if we send It in next week? F It should be. Il ask Jirgen to make sure it's done

g Susanne.
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6 use the words from the box to complete the following conversation.

depends = so = clarify * mean * basically = exactly

Kathy
lavier

Kathy

lavier

Kathy

lawvier
wathy

fawier

Kathy

lawvier

Kathy

favier
Kathy

Hi Javier. How's it going?
Iv's not easy, all this English, We didn't do any of this on my Course,
Can | help?

Well, maybe you could ‘a coupte of things. Let's see. Ah, hera we

are, Provision for income faxes, What does that s

OK. Prowision means putting money aside so that we have something to pay with [ater.
S0 provision forincome taxes is talking about the current year's tax expense which will
have to be paid in the future.

Like provisional?

Mist 3. Provisional just means temporany, you know, not final.
Like a provisional budget, it"s not the final version,
| see. And what about deferred Income tax balances. What does deferred mean?

“ put off to another day. The income has been recognized in the
arcounts, but the tax owing on that income will only be realized in the future.
(K., How does that affect assodiated companies?

Wall, it i, Associated companies and affiliates are a special case,
Deferred taxes are not normally recognized on undistributed earnings, but only if the
plan is to re-invest the profits,

& iF we don't invest the profits, we pay tax.

Exactiy.

Now Listen and check your answers. Then explain - in your own words - what provision for income
tax and deferred income lax balances mean.

Now work with a partner to 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 the procedure you have just heard to another person.

In my office the procedure for claiming travel sxpenses (s ...
The way private psopls pay income tax n my country is nermally to ...

BIG YOI KHOwW T

Clarifying Information
Maybe you could clarify & couple of things. - Sura. fCartalnhy
What da these figunes mean again? ~ Basicalty, thay just mean that ...
Can we just go over that one maore [ime? - DF coursa, [ Mo problem.
Could you repeat that, please? — Sure, | said _
50, what you're saying i% that the profits are too low. ~That's right. [ Exactly,
S0, this column is wiong? = Well, not exactly. / it depands,
in gther words, we'll need to send it by Friday? — Exactly.
| When did you say we'd be starting the awdit? -0 ..
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8 Matchihese expressions with fox to their definitions.

iiimil

@1'10

1 tax avoidance a someone who lives in another country for tax reasons
tax bracket b tointroduce a new tax on something
lax evasion ¢ tomake the tax go up
lax exempt d when you don't have to pay tax on certain income
fax exile e tocancel a tax
to abolish tax f tells you what amount of tax to pay based on income
to impose tax g trying not to pay tax (legal)
to increase tax h trying not to pay tax (illegal)

m o~ o B M

Use words from the box to fill in Lthe gaps.

abolish * hracket * breaks » pxempt * exlle = increase » property * retum

- I =

The government needs more money, 5o it is planning to taxes.

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

She lives there because she has to - she's a tax

They are planning Lo the tax on large company cars, and replace it with a tax
on all company cars.

She is a student, 3o she is tax

The government Is planning (o introduce new tax for IT companies.

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

Atax Is the same as a lax declaration = it's a list of income and tax deductible

expenditure for the tax authority.

An accountant from a Swiss parent company, Uta Meier, telephones the Internal Revenue Service

(IR

5) In the U.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.

Ui We're i L 'm

/RS

2

—

Look. I'm sormy _

il suggest

 to our office, We can then consider vour

arguments in defail.
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Ura  Fine. I'll :, Thanks

Now Listen again and check your answers.

11 rind words from the conversation which mean the following:

1 bo improve @ machine or equipment

X

WTitten suggestion

an opinion of what something means

rules

to include as an ascet

o oum B ol
1

an explanation of what something means

LUSEFUL PHRASES

Polite language

Lta and the 1BS agent dida't agree but they kegt thelr conversation palite by wsing certain phraseés and
exprassions to soften thelr statements. Most English speakers expect this type of ‘polite’ langeage and
think people who dan' use it ane 100 direct and even impolite.

Hire @re some Typecal phiases you Can use o solten” whal wou say,

Excuse me, but. At first glance, foppesrs clear ...
I sy sl ... This seems to be

I"m afroid that's ok guite right, Could pou please ..

We have o slight probiem,

12 Use phrasesfrom the box to *soften’ the following statements.

1 | can't agree with pour | 3 Idisogree. You'rewrong. |

comments. They don't —

make Sense. |

o Your idea is L ¥our catculations ane
i mhu;fsf: R full of mistakes.

2 This converselion is |
gaing rowhere, Call me | & You don't have the

back lofer. necessay expedence fo |
, A do this job. _/"

1 3 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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14 usetheciues to complete
the crossword.

Hoross

1
5

&
Al

T2
L

D

2

-

10 putling maney aside

[ ]

sugoestion, ofen in widing

a plan ol haw much you are
gaing to spand

nol permanent

it warth of an itam which has
firishad He ussaful ifa
{@words - 5, 5)

epposits of ket

i iy e geert boe doing
samathing

you mighk gt this when
somanne dies

b ko aveay; opposite of sad
wiaalth

aucised from paying laxes:
1ax ..,

delayed

wou pay this whan you bonow
monay

Taxation planning

The governments of some couniries use the taxation
system to promote investment. Taxation laws ane
enacted o encourage domestic and intematbona

corporations to either invest or mlse capital, and
tax breaks are given to specific industries or o
certaln types of expenses to attract Investors and

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 vou give to an individual who comes to live and work in your country?

consumers. A% @ result of these texation measures,
there is significant scope for taxation planning In
some caantries and companies would be well
advised to wse such apportunitles 1o structure their
bsiness in the most tax effective manner

Far effective taxation ptanning, companies m=ly on
tax speciaiists who must have an excellent wnder-
standing of both their clients’ business and the
various tasation lews, Companles furn to their tax
advisers for help on all the tazes for which they
are liable, such as income tax, sabes tae, property tax
and payroll tax, These fax speciallsts are normally
Chariered Accountants and CPAs who are nat anky
involved in the preparation of tax réfurns
[compliance), but who also ghve advice on a multi-
national compamy's domestic and foreign oper
ations [consulting). Furthermore, they mapoesent
their clients before the tax authorities,
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Auditing

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

An auditor ...

® 60 6 ©¢ © 06000

spands Keng getling fo know the busingss a5 well as the environment and the
indtiistiy in which f operates. . e,

anaiyses the infemal business and fnancizl spstems used fo make and record iransachions..

gathers evidence on the financial conlrol systems and the figures in the financial statements. . .

ipives advice on the business methods and fransactions of the company. ... ... .. ..

exarmines financial statements o determing whether thay conform lo genarally
accepied accounting principles

prepares the financial siatements in accordanca with the generally accepled accounting
princigies of the couniry where the eflerprise operaies,

examines the management report and defermines wirelher i conforms fo the
financial stafemeants.

guaranieas the correctness of the figures presented
in e accounts.

provides consulting services.

presants a wilten repor fo the management of the company, describing whethear the
accoumting records, financial statements and management réports comform fo
fegal requirements..

matntaing confidentiality and independencs,

C

L u
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@ 1 janet Hendley, a partner in an audit firm, calls Claude Bernaud, the CFD of a French company.
! Listen to the dialogue, and then decide if the statements which follow are true [ /] or false | x|,

1 lanet wants 1o talk to Claude about a report, J
2 lamet thinks that capitalization of costs should be expenses in the PEL. J
3 Claude agrees with lanet on this point. |

4 Llaude thinks capitalization of costs should be classed under machine upgrades. [}

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

&N

6 Janet agrees to reconsider her opinion, 3

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

1 L-P-Y-E-R-E-f-1-M-A-N prefminmry iritial

2 5-D-5--5-L-C talk about

3 G-D-U-E-P-A-R improvement

4 TNE-I-"-R-& range

5 B-ESLA-ZLE big

6 G-U-F-E-R- — amount of money
7 5l-0-D-l-M-R-E think about

8 E-E-B-A-R-5-MN-0-L-A sensible

Mow listen again and check your answers.




UNIE&  ducamg |

3 Find the sentence on the right which is closest In meaning to the sentence on the left.

We have to keep up with the competition.

You can't really justify spending so much
money on office equlpment.

This plan is designed to keep us in business,

This was a sizeable investment on our part,

These figures are too material for us to ignore,

| suggest you consider this again.

I'm sure you'll find it's reasonabla,

o o o o o 1]

o o

We can ignore the competition.
We can't ignore the competition.

You can't defend your actions.
You can defend wour actions.

This is @ plan to start a business.
This is a plan Lo get business.

We spent very little money on this.
We spent a lot of money on this.

The figures ane very high.
The Rigures are very low.

Have another think about i,
Forget it

You think this is fir,
| think this is fair,

J'.’|. Here is the follow-up conversation between Claude and |anel, but the sentences are in the wrong
ordes. Re-arrange them so that the conversation makes sense.

- =

= =

larmet zlad to be of assistance.

[ lanet Good to hear

[ fanet Tuesday? No, somy, I'm afraid I'm busy on Tuesday. What about Wednesday
moming? At, say, o a.m?

[1] Jaret Hendley and Sandersan. Janet Hendley speaking.

] Janit Hi Claude. How's it going?

|| Jamet  Yes,you too, Bye,

'_i fanet ¥es, yes. Actually, we had a meeting this morning. | was just about to send you
an email, You'll be glad to haar that the partners have agreed with your
proposal,

[] Claude  Yes, that sounds good, Wednesday at 9. 5o, Janet, I'll see you then. Have a
good weekend.

[l Claude Bye.

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

[2]  Cloude Wi janet. its Claude.

] Clowde  Listen, fanet. I'm just calling to find out if you've had a chance [o lock al those
capitalization of costs yet. You know - our machine upgrades?

[ Clasde Mot too bad. Our latest sales figures are guite good so the boss is happy.

] Clovde  That's great. It really help.
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5 Work with a partner to practise making a telephone call. Use phrases from the box below.

parriee fies RN
Parines B pagu oe

LSEFUL PHRASES

Telephone phrases Making appoiniments
Hella, this ks ... from ... . Coold wou come by the office next weak?
May | speak to ..., please? How/What sbout Monday at o.307
Could you put me through to .. 7 Can you make Tuesday afermaans
- |lanet speaking. — Moy, I'm sorne I'm busy then,
| Helle, lanet. It's Claude. - ¥es, that sounds good.

Two colleagues from an auditing firm are discussing the latest financial scandal. Listen Lo part :
of the dialogue and answer the following questions.

a What is Heidi warried about?

b What dees Phillip think?

¢ What does Heidi think investors should get?

d What example of inaccurate information does she give?

Mow listen to part 2 of the dialogee and complete the gaps.
Philip  We don™ _ ' anything.

Heidi  But we're expected to find these things. That's what wa're pald to do.

Philip Hang on a minute, Qur job is to ! the information provided to us

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

¥ We're not police officars.
Heldl  But ..

Bhilip  Let me finish, Look, there are ¢ mechanisms to deal with people

wha commit 5, The auditing profession has it's own

b and Investors trust this, It's tried and tested.

Heieli Al I'm saving is that investors have a right 1o 7 on the financial

infermation they read, and we're paid (o B exactly that,

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

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

% 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 cients? How is this regulated in your country or in a country you know? Is the
regulation strong enough?
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7 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 fellowing senlences and decide which graph or chart goes best with the description.
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1 Figures have increased slightly.

2 FHgures have increased dramatically.
3 Figures have increased steadily.

& This is a significant drop.

g This is a gradual drop.
&

The situation |5 stable,

Mow choose the option which makes most sense.

'Have a look at this. Last year was really good.
Profits fell /rose” dramaticatly after we
launched Glenogen. And here you cam see how it
affected the rest of the market, CFL remained
sfoble / gradual *, which was a bit of a surprise,
but Junfil was kit quite badly - sales increased /
decreased? 1o almost non-existent. Mow look
here, This nest graph shows what we think will
happen next vear. Good news again, Everything’s
gZning wp/ downd)!

Work with a partner to practise describing
graphs or trends. Use phrases from exercise 7.

_ ,fl 1]/—\\I

|

a
03 M 05 D& 0T

=

L=] B
i " R

07| |03 o4 0d e o7

There have been some fluctuations. 1]
The situation was pretty bad, but is

now Improving slowly. B |
Profits have been falling since the fire. [_]

We're hovering at arourd 3%, |

Fartear A
Wiiaer B

page.5E
e £y
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10 MNow write a report on some figures from your company or 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 help,

_USEFUL PHRASES

Explaining causes and results
Cause Result f
This happened because ... i couwld lead ta .. '

This {increasefdecrezse} is due o
Thiz is.a resulf of ...

‘What could happen |5
Becauze of this, we'll sea ..

— — e — = d

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

To Share Owners and Board of Directors of Megatrap Corp

We have sudited the scoompanying statemem
of financial position of Megatrap Cogr and
conclidated aifilises as of December 31,
20007 and 2006, and the statements of eamings.
changes in share owners' equity and cash flows
for emch of the years in the thres-year Fu:rim.l
emied December 31, 20007, These comsolidated
{iaecial slasments e the respansibility of
the Compasy's management. We hove to
SX[rESS AN QPN on lhese comsolnlated

misstatement. We examined on o test basis the
evidence supporting the figures and

glasc e m Ches Dinaand il siatements, W ol
asseased the accounting principles used and
signi ficant estimates made by monagement,
and we evaluated the ]'I-l'l:.ﬁl.'ﬂf.‘ll;iq!-ﬂ of the
stateneenls

I car opineon, the aforementioned fimamcinl
statenbenis presen fairly, 1 all materal

finansial stalements based on our andits,

We condipcted our oudits in necosdance with
awditbne standasds geperally accepred in the
Lnited States of Americe. Under these
sbitndurds we have o plan and perform the
aibdin 1 abldin reasonable assurance that the
finzncial ststements do not have nny material

regpects, the financial positicn of Megsteap
Corp and consolidated affilintzs at December
A1, 2ETT amd MG, amed the results of ther
operatiogs pnd their cash Bows for each of the
years in the three-year period ended December
A1, 20807, in conformiby with acenumimg
prscples generally sccepted i the United
Srates of Amerkca.

According to the report, an audit does several

things, What is mentioned?
What documaents did the auditors look at?

In what ways is this report different ta thase

used in your countng?

Are You
Sure
I+I=37P




Management
accounting

Traid 8 Costaccounting is about manufacturing and sales costs. But what exactly is management
accounting? Which of the following are true statements?

1 Q

| g

Management accountants | 3 O L) I
prepare information wiich Management ' Management
mandgers wse fo make

; © eenntants may accounts are
s @ L normally for

2 Management accountalts Al analing - |
= internal
soemetimes suggest way's & pngint daty internal use
ko improve financial anly.

P._r_rfm“ml‘.ll'liﬁ- e —

— T m—

MR

&

= 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 OWERHEADS
* FProfils we make on cusiomers . -

(with breakdown based an

company slze)

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

What financial information do you need to do your job well?

| <4
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2  Make a list of what the CFO needs to supply. How do you think he should present this
information? What kind of reperts or documents would be most effective?
Find words in the dialogue above to complete Lhe table.

VERB WOUM ADJECTIVE

to atlocate i —

1o complete cempletion 2
fa cost 3 costly

to employ Yemployer employable

to inform ¥ informative

to produce o productive

o profit profit F
to cell 2 -

Mow 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

¢ The company electrical goods like photocoplers and scanners.

d We can't have new laptops for everyone becawse it's simply 1eo .

¢ The pre-tax wias over €12 bn,

f ‘We've been the conference room on the ground floor. Let’s mest down there
at 2 p.m.
Theyhopeto _ thereport 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 X7

Amortization of goodwill and other intangibles rose in zooy,

More dividends were paid in 2007 than in 2c086.

Met eamings incréased from 2005 to 2007,

Depreciation and amartization of property, plant and equipment went up in 2006,
Inventories remained stable during the period 2004-2007.

There were no additions to property, plant and equipment in 2o0o07.

Deferred income taxes fell in 2007.

ash from operating activities was more than cash for investing activities In 2007.

CHICICI I 1l

L2 e I+ N T B

Din YOU KENOWT

The regulatary authorities of various countries have made it mandatery for certzin entergrises (e.g., pablicly
listed companies) to produce and present a report on the movement of cash in any given year. This
statement s calked the Source and Apgiication of Funds, the Stafementof Cosh Flows, or the Cash Rlow
Stotemeant.
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Statement of Cash Flows
For tha years endad Decamber 31 {In millions) 2004 2005
Cash flows - pperaling activities
Hat samings % B.219 5 8910
Adjusiments (o reconcile net eamings 1o cash prowided
e opiraling aciivities
Cumuiative effect of accounting changes 22 0
Depraciation and amorization of propesty, plant and
equipmsal 3,475 3,118
furortizasion of poocwill Bnd oiher inlangises 1,987 1.48a7
Earnings {betore eccounting changes) retasned 0 0
Dedarfed nooms 1@ges 7EE 545
Decreass (increasa) in curant recesablss 1177 1571
Decreasa (incraasa) ininvertories 247 168
Decreasa (incraase) In eccounts payable 3,187 2048
Decreass (increase) in insurancs lihiliies and resanias 5,612 5, 7EE
Frowision for lossas on fmancng recehablas 1,295 1,578
Al gther opsrating activias G280 32
Cash from eperating activithes 26,478 27,641
Cazh flows - Investing activities
Additions to property. plant and agquipment (12, 388) [13,084)
Digpositions of property, plant and eguipiraent 4,512 5,438
Mit incraze in liancing recaivables {8,267 (7,42
Paymants lor principal businesses purchasad {1.278) (8,308
Alll othear ivasing activities 4,858 4, 2B5)
Cash used lor nvesting activities [22,297) {25,658)
Cazh flows - financing activities
Mgt increase (decreasa) in boerowings (malurities
od B0 deys or mare] {3 500 1844
Weawly issued debl imaluibes longer than 80 days) 36, Ba4 30 BEE
Repaymanls and olher reduclions maturities longer
thar) B0 days) {azaia) (B0E5T)
Mat dispositions (purchasas) 1,288 (1, 456)
Dividands pald (3.455) (3,288}
All other Firsneing activities 655 {7}
Cash from [used for] financing activities (1.378) (2,726
Increass ([decrease] in cash and equivalents during year | 2,803 {944
Cash and eguivalents at beginrng of year 15,475 16,318
Cash and eguivalents at e of yepr 3 18,278 5 16475
Supplemental disclosure of cash Rows information
Cash paid during the year for inleres (10,366} {8,838
Cash recovered (pad) during the wear lor income laxes 1,208} i1,678)
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4} Matchthese words from the Statement of Cash Flows with their meanings.

1 dividend a maney 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

g goodwill e writing an Intangible asset off over a number of years

6 cumulative fincreasing by successive additions

7 depreciation g coins, bank notes, or something that can be easily exchanged for these
B debt h  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 axplain where it has gone.
Together write a brief report for your manager.

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

I’ totally out of cash.

Wi would expect cash in advance o that we can buy the materials.

Czsh on delivery, please.

The A1z0 is the best — it's a real cash cow,

Lise the petty cash to pay for the tea, and we'll sort it gut later.

They'ra trying to raise cash by selling some assets, but they've only got until the end of the
maonth. 1% going to be tight,

b Y T T

_ SHARE PRICES
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% 7 Thedirectors of a company are meeting to discuss the future direction of the company and the
budgeting process.

Whao do you think says the sentences belowT Match the director to the sentences,

a Beatrice: Managing Director

b Peter: ¢ Simaorm; d Gavin: e Sally:
Marketing Director R&D Director Investment Director Finance Director

1 ‘Consumers simply don't have the confidence to spend their money on fancy new products,”
2 "We've been working really hard to come up with some great ideas, ..

3 "0wr investment programme has been ready to go for months.'

§ ‘Everybody’s forecasts seem to Indicate hard times ahead.

g ‘I'd like to move 1o the next item on the agenda’

Mow listen to the meating to check your answers.
g

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

Petar [deas and investments dor't mean Yim thie bark

Consumers simply don't havethe ! to spend thelr money on fancy new
products. And as for expansion, | think the good old days are long gone, We should be

i-

Feafrice Salty, how do you feel about all this?

Saily We're falking about budgets for the upcoming year. Everybody's 1
sepm to indicate * times ahead. And we don't even have the maney to
spend. How are we going to “ more debt, or

more cash in the capital markets?
Featrice S0 despite our great ideas and

Invastment plans, it seems the

reality s that our budgets

far thizs yvear will have ta

be =]
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B Use words from each box to make useful word partnerships. Then match them to the definitions
balow.

10

negative * hard = economic = nexi
* middle * cut * capital = investment

G- B B b k&

what will be discussed after this

the state of the ecanomy

a programme for getting money Lo grow
a bad view of the future

a reduction in something

difficult situation

a peried between soon and the distant future

a place where you can buy and sell debt or equity securities

back = outiook = ibern = term ®
plan = times = conditions = markets

Here are some useful phrases for meatings. Write the numbar in the corract box.
Can you add any mare phrases from the conversation in exercise 77

1

WOOD8 S g U B s

11
13
3
%
15

We have to make a decision today about ...

S0, In other words ...
Anvthing to add, Harmy?
Whiat | want 1o look at is ..
Can you say that again?

You did say the 24", didn't you?

Let me just go over what we have agread,

Whal I'm saying is ..

Shall we move on to the next item?
T sum up then, ..

I'd like to move on iF | may.

Perhaps we could discuss that at lunch?
Cur aim today is to..

| didn't quite catch that.
Sally?

E
stating objectives

m:

| dealing with
communication problems

] Bl

2

Now try Lo use phrases from above in a meeting role- play. Work with a partner to discuss next
year's budgel.

page 53

Pernerll  pog= 53
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11 Bring a real budget to class, present it, then be ready o answer questions about it.

The future of accounting

The traditional view of acesuntants as
merely ‘hean counders' is slowly becomibng
& thing of the pasil. For centuries, aceount-
ants have been emploved o report on the
numbers. They have sal there in their Liile
coner, surreunded by stacks of paper nnd
caumpuier  printoasts, and  have 1odd e
whether or nol we have made a |1-rnl"|1 But
more and mwere, sccoontants are fnding
thal management doesn™ need them 1o
report on the numbers. With  poeday's
|l.'|.'|l|!|'il|l.'ll_£,'|'. IManageEmrerl |l|l'“l.'"llli|_'r s
arcess by software programs which do this

work forthem

S00owhal will the Nolure accountant do?
Accopiling to Mr Hamillton-Smvibe, e
hEanoging Director of KHE Enlerprises,

the lnrge  inlernational  manulachering

campany, accountants will be emploved
“to help companies change the numbers,
Thelr expertise, and knowledge of the
husiness will he called wpon o prepane
strategles, They will become consuliants
ind advisers. And their =kills will need o
change accardingly. They will be involved
in International meetings, in giving pre
senbations, running Intermativngl eaans,
writing reports, and making decisions.”

This ks geing o require & signilicant

change in the general public's opindon of
acconntants, who In bwn will beed i
develop skills not traditbonelly assocised
wilky the job, The image of the guay in the
cormer with the stacks of paper will chonge

o e ol a high fiyer, somesne who =

critical to the success of the srgankzation.

41

OVER TO ¥l

What do you think the future of accounting looks like?
What skills will you need to be successful in this profession?
How will vou prepare yourself for the future?



STARTER A WS, firm is thinking of iInvesting in a

European company and you are advising
them. They have soma guestions to ask the
gwners. Can you think of three more
questions?

W

"Jﬁ;' 1 The management team s discussing the invesiment. Listen and list the factors each speaker

>0

mentions,

ANNE

LLAS

ALLEM

DaMA

Investment

What is the proporion
of detd ta equily in the
Dusiness?

A wiral rate have they
dapreclated the plant? B

Better fo invesl in an exlsting business

Accoumiing reqgulations. .
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2 Use words from the conversation to complete the table.

VERB MOUN VERB NN

Lo acquire . ko ®  investment

to 8 agreement to legislate 2
to F  consideration to g thought

to discuss y to P utilization

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

[I Hi guys

I've been looking at the figures for the Scottish project. | L we need 1o find
ways to make tha ? more profitable. One (dea may be o &
the plant in Parth, but this will nasd L from the local acthordtes, We could also

*in the Dundee plant, but this may cause problams with the loeai planning
. Mayba we could T it at Fridey's meeting, Any ]

Sam

4 Here is another email This time the CFO of a British company is writing to the head of
the ltallan subsidiary. What is Rocco's job?

Hadio Marco
Thanks for your emall. 43 you know, Defore we can Bgree to your iInvesting in the new plant in
Slovakia. we need 1o have a clear description of the projact. I've listed the main polnts Below. i you
Tiarv @ny questions give me a call, ol rememipes §'m away tha first teo waeks of Decamisern, {'ve
copied this email 10 Rocoo as "m Sune e will be respongibhe for producing much of the information,
1 awdited financial statarrants of tha plant"s current caners
2 planned sources of Supply
3 posdible suppliers of capital goods and aervices
4  anticipated output
5  markets and disfribution chamnels
B CoinEelition
¥ asummary of profect costs
(27E ETHEA o T3
LA
1 srnuind ;
- — — &




bk | Ul & Inveitmend

Read the email again and then decide if the following statements are true [/] or false| x|,

1 Rocco is senior to Marco In the company hierarchy, a
2 The British company has already decided to invest in the new plant. |
3 K| wanits Marco [0 describe the project in more detail, . |
4 K] wants financial information about how the plant has performed in the past. |
5 K] wants to know about other similar plants in the market. E
& K| Is very interested in how many people work in the plant. |
7 K] needs te have the completed report by 7 December. "
AT
@ I} 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 youw.)
= taxation system i
= goodwill Ol
= leased products l
= inventory |
» financial instruments K|
* income statements [ |

Put the following words inte the table below according to thelr stress pattern.

major * capital * requirements = disclosure = average * develop * different
atquire * balance = profit ® taxation * measure = require = value = actually

migjer

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

6 You are going to hear to extracts from a presentation.

Listen to the first extract (part 1) and answer the questions below.
What do you think the speaker's job is?

-

What is she talking about?

How does she hope to help her audience?

Tt

How has she divided her talk?

&=

i

Should people tzke notes?

BN
%' Now listen to part 2 and fill in the gaps in the extracts from the presentation.
 Hh 'has been a ! for many years
now.,'
2 Al of us have been invalved in, or seen, companies 3 acroes
4 and we have Seen some
collapse.”

3 'l think that my research has shown that ane of the main reasons for such collapses is that

~ has ignored the ¥ Factors facing

the members of teams working in an international o

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

= - 5 the

ability of peaple from different

1] t':'

wiark together,
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? Here are some useful phrases for giving a presentation. Match the parts so that they make sense.

1

= W B

If you don't mind, happy to take
| would prefer to

really want to.

I 'will now be some of the issues in you can create successful
international teams,

There'll be take notes unless you at the end.

I"ll start with answer any questions you may have  my presentation.

Then we'll look at ook at how any questions.

Finally we'll a short description of the general [sswes,

There's no need to three parts to more detail.

E Now prepare @ shorl presentation on a project you are working on at the moment, or perhaps a
procediire you are very famillar with. You may like to use the following structure to plan your talk:

bID You Kuow?

Flanning a talk

Ho matter what language it is in, 8 geod talk has a very clear structure,

Intraduction

Explain who you are, and how your takk will
benefit the avdience,

Give a bref outling of what you plan 1o say.

Main body

| Go inta detail abeut your different topics.

Q Complete the puzzle to find the hidden word.

1

the differemce between the amount aciually
paid for a company and its book value

the ways that goods are delivered to the
customer: disirfbulion ...

taking control of a company by buying
mast of its'shares: a ...

anather word for abroad

a company, piece of land, etc. bought by
d COmpany: o .

a company’s raw material and finished or
unfinished products that haven't been
sald yet

Summary
Briefly remind your audience what you have
covered, and repeal your maln points.

Conclusion
Stress your maln message, and make sure the
audience knows how they can usa this message.

3 A

Y I I
o A O
O
2 O I
o N O [
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10 Work with a partner. Use the role cards in the Partner File to have a meeting about investing

abroad,

[ PARTHER FILES SRt
Fartmir @ page 47

Read these stalements about globalization and the role of accountants.

Which opinions (if any) do you agree with?

Sccountants are
mespansible for
reporting an {he

o an international

who produce financial information so they are
best equipped to analyse the numbers of a
potential partner o target, The actountants
shoubd zee the opportunities far growth,

Accouniants have
na paopla skills,
Thesy &re not trained
In tha finer art of
commanlcathon,
They should thene-
fore e left in thekr
offices to punch the numbers, They can’l be lat
loose with representatives from the poteatial
partner|

Secounting rules are
pasically the same all
ower. Mayba wa'll
have to learn a few
mere things, but our
ok will be basically
the =ame.

OWER Tov YLl

future profitabifity of

rerzer or akeover,
It Is the accountants

Accountants are
anly respansible for
checking the fimunes
provided by the
COMpany of
arganization, They
hawe no skill in
Seing opportunities for companies Lo expand,

Accounlants nowadays
have everingreasing
rasponsibilitles. They
are on the boards of
directors of compankes
all aver the warld,
They are Invalded in
negotiations and meetings avery day. They ame

no longer machines dressed ug in suils, They
hawve had to improve their communlcation and
interpersanal skills,

ACcounting rezulations
ara different In every
cauntry. Giobalization
witll lead 1o
accountants having to
=" bDe up todate on the
e Latest developments,
ard not only thaose 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 da you think their jobs will be different?
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Test yourself!

See how much accounting vocabulary you've learmed.
Use the clues to complete the crossword purzle.

Across

3

L= R

13

5
17
20

2k

23
26

the process to reduce the value of an intangible assat to zero, over a specified
number of yvears

describes how the-capital value of an asset goes down over time

happening before something else; 9. reportora.. meeting

another word for land or buildings

the list of people employed and paid by a company

the person who examines the business and financial records of a company or
organization

debts of a business

the money that a company ar arganization receives from its business

the latest version of an item which, due to new technology or processes,
replaces the alder version

staternent of the financial position of a company at a specific time; ... sheet
cannot be sean of touched; often used with the word assefs

the amount of money that a company is owed

Drovern

14
16
17
18
21

24
2L

the process of including the figures of subsidiaries and affiliates in the accounts
of a holding company

American English ward for stock o hand

the expenses of a company which can’t be charged to a particular product,
department, 8ic .. eXrenses

a person who lives outside the country for tax reasons (Pwo words)

profits paid to shareholders of a company

adapting a company’s figures 1o give the best possible picture: ., accounting
another word for the purchase of something, such as ancther company or a
piece of land

a piece of business that is done between twa parties, such as buying or selling
a person or company that is owed money

the maney you pay when you buy something: .. price

a company which is owned by another (parent) company

the maoney spent to buy another company, which is more than the fair value of
the tangible assels

a wrillen contract to rent a piece of equipmant or a building for a period of time
thines of value which belone to 2 company or person
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2
1
1 |12
13 1
15
18
17 fa 14
20 21
&2
23
28
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Partner A Partner Files

o F

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 only
speaks English.) You have been asked to welcome the new colleague, show himher
around the office, and make him'her feel comfortable, At the end vou should introduce
your new colleague ta the head of the depariment.

You're in trouble, You've just spilt coffee all over this document, and you need it for an
imporiant meeting in a few minutes. Phone your colleague (Partner B) and ask him/Mher
[a givie wou the missing numbers,

3 |
Christmas party budget ' |
{las! yem's figures in biacksis) |
Transparl £ 7000 (&

Food £ 5000 i

Dorirk < (c1358457)

Band {3 hours) E£5000 [ 4586,00)

Breakages €0 [*E.cﬂ.‘r_]

I ar e
(€1.5 m liakility) €200 (&)

Total €38.200 (S,

Iil_it 4, Exercise 5

You would like to armange a meseting with a colleague to discuss yvour ideas for some
mow 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 suitable time to meet. You will need your diany.)




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

~ sales " Profit
& .
e 2m
L Rl ] _/
o o 0% 06 0% o4 o [
| Dividend Price  Costs
" #
am o
EaVaVal
a0
S Erm
300

Times are tough, Cosis have to be reduced. But where? As the MD (Managing Director)
of a large international conglomerate, you have to reduce your budget for next year.
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,

T R
units.

You wark In the finance department of a large L5, 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
thie expanding European markel. You are about 1o meet up with someone from a
medium-sized European company which Is looking for investment from abroad. This
rould be your chance. Your aim in the meeting is to decide what information you need
fram the other company, and what happens next.

Famirer Faseg i I 2l
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sanoa: Partner Files

b —

A

It i5 wour 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
lzaming the local language soon. One of your new colleagues will meet you and show
you arpund the company. Make small talk and ask questions about the company. (How
many people work there? Do they have a canteen? Does the company offer language
classes? ete.)

Unit 2

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 fings.

Christrnas party budget
(st et iURGs in BepCkets)
Transpart £ h {£6,543.23)
Food £6.000 (5,647 28]
Drirk EM000 [E.l "=l
Band {3 hours) 1] [T
EBreakages €0 (=45 458.00)
Insurancea

{5 Jdiability) =200 £ &
Testal €.,"0 (E81.7T.78)

Unit 4, Exercise 5

¥ou 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 ik (fou are very busy neat
week and it will be difficult to schedule any new appolntments but yvou might be zble
lo fit something in il it [s importantl}
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Look 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.

Sales Profit
4 g
om —_— L fra
m im B
0 e 0% 08 B4 o a5 06
Dividend Price Ciosts
® «
m A
/‘\ . \_
A5m
i
& o4 a5 o8 o3 54 25 o8
Unit 5

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

Unit &

Yo 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 reprecantative from a
arge L.5.-based conglomerate who sounds interested. Your aim in the meeting is (o
decide what information you need from the other company, and what happens next,



Answer key

Starter  Possibie answers:
intemal auditor
external auditor tax adviser

publkc accountant huslness consuttant
mmanagement accountant financlal controfler

haokkeoper

1 1 studying
2 processing the records
31 Specializing
& Eving adminEeiralive Suppos
g for inspecting its accaunts
& 1o Inspedt s accounts
page &
3 company (reasurer  cost accountant
bsdget manager

3 Paul Martens is interviewing Michael Rogers fora job.

Mr Martens will be with you in a moment,
Did yau have 3 nlce Rlghe?

Wenild yau bHke same taffes?

Soeny Do loeep you wailing.

Please come in and lake a seal,

He's just finishing a phone call,

It's rce to meet you.

=) B B oLl ko=

1 absaluieh ¥ alat 3 Ko 4 fill
5 ven & hadd 7 Tairly

§ Possilne answers;
Safe topics: spon, wealher, Trawel
Unsafe topics: relizion, pofitics

1 publicly-traded company
2 English-speaking countries
3 accepled practice

& local accounling Standards
5

Gutide partics
g 1 the matching minciple
2 Ihe going comtern pricdiple
1 the prodence principle
& the consistency principle
Page o
11 X 2 3 4 55X
6 X X

“PAgR 10

121 es
2 ltis getting harder to attract new [nvesiment.
3 They are Inwesting kn & mew factory In Slovakia.
4 Lezze the asseis
5 Mo
& HNo

111 geatng 2 service debt 3 long temn
4 significant 5 come wpwith 6 lease assets
7 labllities E =tandards q disclosed
1o chaice
e 11

141 & 2 | iE i b
£ a 6 7 d

15 1 debts 2 liabifities 3 debt 4 Habilities

 fiabdlity & Fabilities 7 debt
page 12

w1 S 2 3 g
g X b 7/

17 1 You've got @ point thera./| see what you mean,
2 MNooway,
1 Palnk taken.
4 Fair enaugh Paing 1aken Moo've gol a point therne.
5 | sme whisd you meanYou'se 08 & poant Lhere.
& Me neitheryPoint takenFair enpugh,
7 It's just not on/Ta way,

UM G et st R
page 14

1 A Balance Sheel (UK & the same a5 a Statement o
Finangaal Position (LS., A Prodit and Loss Slatemen
(LK. is a Staternent of Earnings (LL5.).

page if

cansalidated affiliates 5 todal liahilities
refained eamings f accumulated gains
current receivables 7 intanglble astets
commaon &odk

o

intangible pssets consolidated affiliates
1atal labilities d Lommon stock
currenf receivnbies I retireed sarnings
accumutated gains

page 17

§ 23.06
10,001
£43.30

i M b B e ke W

twenty-thiee point fve sld

1en thousand znd one

siaty-1hres paunds and thirty pence
sizty-theee pounds thiny

five million, Four bandred thewsand,
threa hundrad and forty-two

LE B - - o )

Salpld, 342



gy | ok

€55678 & farny-five thousand, six hundred and 2 They'laok i the cost of the item, take away its
(hify-eight euro estimated scrap value, Then they e 2
Ly a nineteen pinety-nine (year) depreciation method to write i off.
d gne nine nine nina (if part of & 3 astraight line b deciining balance
phone rumbar, for example) C sum-ol-the-yearsdigits d unit of production
2003 b two double oh three CF a raam B fours of use
mumber of parl af 8 phane nember S
far examglel ke
¢ two thowsand and three (year) 21a 2¢ 3b 4e g5d
page 1l page 24
§ 1 Flalsoaard 5 afalsodorf) g 2 theaperating profit minus interest expenses
2 b & B b becawse they don't mow untll much Lates how
3 h r 8 miuch taz they will have to pay
4 diakof) 8¢ L
7 a the curent assels divided by the current liabdlities 1 interest expenses
b el Encame plus interest expense divided by total 2 operating profit
asaals 3 prepare an ntesim tax retum
r total assets divided by total fabilities & the tazafien expense we inchude in the DEL
5 recard it as & nel defernéd [ax asset ar liahikity an
pageag he balance sheet
2 1b average interestrate  5a gross profit mangin 51 | o 3 d 48
2% Earnings per share GE Inventary IUrnover - & g 3 b
3d  return on equily JE pricefeamings ralio
gl debtieguity mtio page 25 =
page 30 6 1 clarfy 4 basically
= ) 2 mean 5 depends
g 1 toopay 5 loindicate 3 exactly Eig
2 o compare 6 toexpand
3 o caleulate 7 performance page &
4 expectation 81 g a2t 3 h g d
3 experting ¢ performed 5 @ 6 e 7R 8
b predict £ Expansion g 1 Intrease £ axempt
¢ calculationls) I pay » bracket & beeaks
g1 aver 4 that 3 rxile 7 popeity
z got g Just 4 ahalish & return
3 ack 6 questions 10 They cannel agree and dedide thatl Ula should make
& submigsion and send il 1o the RS office so tha
DUTPUT bier argemants can be considared in dedail.
1 oreditors 10 poind
z profitable 11 themsolves 1 @oint 10 take this lurther
3 stack enchanges 1z find out 2 alraid | can't agree with your comments
4 financial situation 13 fuss 3 bt this gonversadion is going nowherns
g rely an 1& trained 4 yoau make a submission and send it
£ SOultes 15 caunt up 5 doit today
7 stulf 16 exactly & foryour time
B golachie 17 picture
o interprated 1B take responsibility o .
11 1 o upgrade 4 regulations
2 subriistion S to capitalice
p—— 3 imterpretation & definifinn
. "! o R t goIng to take this furtter
e R Ei R 7 arulﬂ_i cas &grl.'«r:wli_hlp:rl_.ll:umrm:nﬁ
3 inheritance Fooancise 3 st 1hmﬂm'-'-|:ram_iw_r o E m"":hﬂt
4 cotporate 4 WI.l_rrmkfaﬁuhrnﬁsmnandsﬂhdn:
5 dait today
1 i They are written off & foryour time



| ANSWET K2Y

12 Possibile answers:

1 I'moafraid | can'l agree with your comments. I'm
sorry but they (ust] don't make much sense.

2 I'm sormy, bot this conversation .. Cowdd you
please cakl me .. 7

3 I'm sormy but | disagree ... I'm alraid that's not
(ouwite) right,

& Emguse me, bul | think (heme may be a problem
with youwr idea,

& Your coloulations seem to be full of mistakes.
& It appears that you don't have tha necegsary
eaparience to ...
| page:g
1§  Across Davm
1 submissign 2 linheritance
5 budget 3 subtract
8 temporany 4 capltat
1 Scrap value i Exemgl
1% prafit 7 deferred
13 gamings g linterest
10 pravisipn
page 3a

1 1 False; Claude wanled to spesk to Janet and

called ker land R a message].

2 Tue

3 False: Claude disagress. He says the costs were
acessary for the upgade.

& Tue

5 Thie

& Tug

2 2DISCUSS 3 UPGRADE 4 VARIETY < SIZEABLE
& FIGURE 7 CONSIDER 8 REASOMABLE

page 34

31 b 2 a 3 b 4 b
g5 G a 7 b

& The carrect order for the conversation
O EMB LG MNALCHEI

page 12

& a That the scandats with Megacarp PLL will mean
thal they are going to have to change the way
they do fheir jnb.

b That their rede i only 10 give an opinian based
(0 ectimates, and that they cam’l review sveny
detail.

¢ Lorrect financizl information

d Owverstating assets by 50%

1owerstate 2 review 3 honest  § begal
5 Fraud & regulations  Frely 8 cheds
g Self-regulation 10 audit

Starter  The statements ane all tae.

Cusinmerns
Cos1s par cuslomes
Employees
Prafil par employes
Overheads

Breakdawn af ayverhsad EXCIENLRE
Allocation of pwerhead expenses to product

2t allocatlon g Informatian
2 complete & productionproduct
3 cost 7 profitabbe
W Employee 4 sale
a employ & pofil
b infermation [ allacated
e prn:lml&.ﬁl'l:"!.- g campleteipraduce
d costly h zales
31 K 4 & R
R 5 A i X
3 ¢ & X
page 38
& 1 d 2B 1 h 4 8
£-h & 1 FoE 8 a
61 b i 30 4 a
5 d [
page 33
FE B o1 3 d 3 & 4
1 ciash 3 conlidence 1 Culling btk
&  fovecasts 5 hard 6 saniie
7 raisa B tight
PEEE O
& 1 neatitam 5 Ut back
7 ewgnomic onditions & hard fimes
3 inyestment plan 7 middle jerm
& negative outiook 8 copital markeds

9 stating objecives:
1 We have to meke & decision today about .

4 What 1 want 1o leok at is ..
13 Ouraim today is 1o .

oiking for contrbutions:
3 Anything 1o add, Haery?
15 Salby?




mIaLIT G

5 Shall we move on Lo the next fam?

11 1 (ke to mave on i 1 may,

12 Pgrhaps we could discu=s that at lunch?

dealing with communicelion problems:
2 5o, in other words .

§  Can you say that again?

£ You did say the 25™, dideft vou?

B What I'm saying s ..

14 | didrft quite catch hat.

summarizing:
7 Let me just go aver what we have sgreed,
10 To sum yp then, ...

Startar

Posible gaswers:

« What k5 the grafitabitity of the company over the lass
yeirs, and has it been Stable?

* How expesienced Bs the workforce, and how good
are {heir English skils?

» How madern are the machines and working sltes of
the company?

L= - TR - T R P TR

Better to nvest in an existing buesiness

Buy the compary or anly the assets

The due dillgence prodess

Takeower rubes

Eurnpean Linian resulation

Thie aptaunting legistalion

Accounting regulations

The effect of the acquisition on the balance sheat
The goodwill camaanent

page 43

4
]
g

4
!

€ consides
[ legilation

aeguisitian
Eiseirssion
Lhirk

Ihink

AR rEEmen|
Hiscis

b ages
& inwast
b wlilize

2 |hvestment
5 ineest
8 thoughts

31 acquine
6 legislation

3 Rocca s probably the CFO of the subsidiang
agE o4

)

= A B o

Falée: Marca ls the head of the compary and
Fpeca is probably the CFO thiens,

False: The British company hasn't agreed 1o the
plan yet.

True

True

True

False: He/She doetn't mentlon this n the smail
False: He/She hatn't glven a desdline buf will be
aveary in the first twd weeks of December,

& goodwiil
5 |leased products
& Invenlory

linancial insthurmenis
laxalion syslem
imgame stptements

ANSHEFKEY | b

#a a® LIT] wily

majas argulna capltal  requirements

balanca reguira EvErage disclosuna
profit differant davalop

M asureE actually faxatian
walue

.-...-u -.i-i.-
% 1 Shais probably a cross-cubiural trainer, or an

2z

1
&
F

academbc woarking in the Feld of cross culture.
Intercultural lssues Facing enterprises with cross-
border interests.

Shie will give them infarmation which will halp
them In their dealings abraad,

Into three pans: genesal Bsues fEced by
mEnagers, Some issues in mare detail, ways ta
apprach proflems to creale successful
intematinnal teams,

Mo

giobalization 2 buzrword 3 expand
borders L MEergers & managemant
intercultural & environment 9 affect

10 culiures

page yb

T1
P

3
4

I o daan't mina, | would prefer o answer any
quUestians you may have at the end.

| wlil mow e happy 10 take any questions.
There'll be three parts 10 my presentathan,

Il start with a shae description of the gensral
lssLips,

Then we'll Iook ot some of he iSsues 0 mane delail,
Firilly we'll lack 8 oy you can reeale
spccessful intesmational teams,

7 Theme's no reed Lo fake notes unbess you really
want o

g 1 goadwil 3 takeover 5 abquisition

2 channels & ovarseas & inwantory

higcen wond = Invest

page 49
Test yoarself
ACTOSS Dorwn

3 amortization 1 conselidation

5 depreciathen T iweriory

7 prefiminang 4 averhaid

o property 6 tax ewile
1 payr| & dividends
13 auditor 10 creative
15 labitities 17 -aquisition
19 FEVEnLuE 14 Transaction
24 upprade 16 credifar
23 balance 17 purchase
23 intangibte 18 subsidiary
26 recevables 21 gondwill

24 lease
5 assels



Glossary of financial terms

adtounts payable
The AMOoUnts that & person or ﬂ-rgjﬂl?ﬂriﬂﬂ OVWEs
to somenne else in the nemal dally business,

accounts recelvable
The amounts that a person or crganization is
twned Em the normal daily business, i.e., excluding
loans and Hakilities.

acgulsition
Another word for purchase, Normally used for
very large amounts, such as buildings, factores,
or another company [verb: to acquirel.

affiliate
A parsan of company which ks in somea way
connected 1o another,

American institute of Certified Public Accountants
(AICPA)
The professional body of accountants in tha US54,

amortization
The process 1o redpce the value of an infanglble
pEsel 1o zero, over a spidified number of years
[wark: to amortize).

g5sats
The things which a person or company oans and
which are af value to the ownes

Batance Sheot
Awiiften statement showing 1) the amaunt of
maney snd property @ company has and 20 the
maney recefved from shareholders and creditors.
Board (of Directors)
The tap managernent of 2 compamy,.
bramch
The offices of a company which aré lacated in
varigus countries or cities. & branch is nat a
ceparate company.
budzet
The fiding of the amounts to be spent in the
future, Alsa, the afficial statement shawing these
Amounts,
capitalization
‘When a company spends money on samething
which will kast for mase than one year This
amount s rormally put Inta the Balance Sheet.
Certified Puble Accountant [CPA)
The title given Lo stete-recognized accountants in
the Limited States of Amedca,

confidentiality
Mot telling aothers sbout information which a
business partner or client tetls you,

censistency princple
Ihe Idea that acceunts should be prepared on the
same basis from one year 1o the nest,

consolidation
The pracess of including the Agures of sibsidiaries
and affiliates In the accounts of & hobding compianmy

creative accounting
The maniputation of figunes in the accounts,
designed to give a better result for the compamy.
creditor
& perssn of erganization to wham money is
i,

debt
An amaunt which has to be pakd to another party
(See also: to sarvice debt.)

deferred
The intlusion in the accounts of amounts which
will hanve to be paid in the future, but which ame
based on current transactions.

depreciation
The process to reduce the value of &n asset to
zern, aver @ specifled numbar of years (verh: to
depreciate).

disposition
fnother word For the sale of an asset.

dividend
The distribution of the profits of a company to its
OWTLERG,

due diligenoe
The provess of checking the finances and
contracis of a company before the purchase of it
assets or shares; to ensure all relevant
infarmation has been given,

expanditure
The morey spent on buying asssts, which will

then Be included in the Balance Sheet.

to expense
When usad as a verb, this word means that an
amaunt of monay spent by a company ¢an go
diractly inta the Profit and Loss Statement.

gearlng
The proportion of debt and equity ownership in 2
COmpdmy OF an assel,

Generally Accepted Accounting Principles (GAAP)
Theze are tha rules which accountants ara
required to follow when preparing financial
statements, which are not written Into law,

going concern principle
The icfea thal financial information can only be
reported cormectly an the basis that the company
will be able to operate in the future,

goodwill
e tatal walue of a company minus the net vale
of the langible asseis,



holding company
The company which owns the shares in all the

other companies in a graugp.
o Impair

Used to describe the process of reducing the
value of an infangible asset,

Institute of Chartered Accountants in England and
Wales (ICAEW)

The professional body of accountants in (he
United Kingdom,

intangible
samething which has no physical presence, but is
anty an abstract idea, (Intangible assets, for
example, are patents, trademarks or brands.)

International Accounting Standards {1A5)
Curmently the International Financial #eporting
Standards,

International Accounting Standards Committes
(IASC)

The body responsible for the creation of an
International set of accounting standarnds.

International Firanclal Reporting Standards (IFRS)
The se1 of standands created to unify accounting
practices in the world, Replaced the former
International Accounting Standards,

inventory
The goods which a company prodieces, but which
fiave not yet been sobd,

leasing
A legal contract to rent assets fram the owner,
aften over long periods of time and with the
passibility to buy the asset at the end of the
rental period.

Hability
The amount of momey ar the valus of semething
which a person or organization owes to someans
Else. For insurance matters, Tiability means the
respansiblity 10 pay the costs of an accident

iquidation
The dissolving of a company which can no langer
pay its hilis,

o loan
When sne party gives another an amount of
rnaney which will be paid back a1 3 later date
(naun: loan)

margin
The difference betwaen the zales value and the
diract casts of producing an itam.

matching princple
The idea that amaunts showld be recorded at the
Heme they occur, not when cash is paid or
reeceivad,

maturity
The end date of a contract.

MErEEr
When two organizations corme logether o create
one new compary (verk; to mergel,

minarity interest
A shareholding of less than 50% In anather
Lampany,

off-balance-sheet accounting
The structuring of certain transactions which
might allow the company (o leave lage amounis
out of the accounts,

parent company
A company which cwns most of the shanes in
anpther company, (See alsa; subsidian)

pronvishon
The Incluslon in the accounts of amounts which
may arise In the future,

prudence principle
The idea that financial intformation should ba
reported conservatively, sa that it i not possible
that the overall valee of a company Is oversiated.

ratia
A mmatheratical caleulatian which compares one
amoaunt to another

repair and maintenance
Costs to Fix an asset (such as a maching), ar the
normal costs neaded to keep the assat working
property.

salvage value
Their eslimated walue of an asset at the end of its
s ehal fife,

scrap value
The sales value of an asset when it can no longer
be used.

1o service debt
To pay the Interest and capital repaymant in
accordance with the loan coniract.

stock
1) Another word far the shares of a company,
2] The inventory of a company, £.2., the goods
which have not been sold.

subsidiary
A company which is eawned or controlled by
angdher company, {See also; parent company.

tax returm
An official document senl 1o the tax authadlies
which states profit or loss, and is used 1o
cakculate how much tax has to be paid,

test basis
The process of checking a random sampbe of a fist
af Items, to gakn assurance that the complete list
s cormectly repoted.

unrealized gain (losz)
The increase (decrease) in value of an asset which
has nof yel been sobd.
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Transcripts

R T F s —

Mr Martens will ba with wau In a moment,
He's just finishing a phane call,

Thank vau.

Would you like some poffes?

You, that would be great. Wik no SLEar,
please,

Here you ane,

Theknk wo,

Is this the whole depariment?

B0, fie, ok a4 all. On this Baor we heve the
trainee accauntants and the bookkeegers.
Lb-hathe. Angd does evervans work In (e
aper-plan area®

Mo, same of the managers have individual
offices. The two big afficos on the lof ans
Far the company treasurer and for gur
Lenior tax secauntant. The ofices on the
reght are for our co%l accountant and far
aur budgel managar,

And the effice in 1he comisr of the open.
plan ansa?

That's used by our back-ofies mEnager
A you have offices downstairs a5 wall?
Yes, that's comecl. Downstain ane the
intemal auditars and &t the moment we
hawé o team of extermal auditors, They'se in
ane of the conferenca rams at the end of
the carnidar:

| s,

-* T I —

Loy
Pgui

w il

i hps

Pt

Wby
Fhivke {1

(L]

Wit fues

Ak, Mr Martens, This s Wchagel Ragers,
A, ves, Helflo, Micksel, I'm Pais, It nis Lo
Mot vou, Seiry Eo keep you waiting.
Fhease come in and take a seat, Did pau
fave @ nice Righe?

¥es5, thanks, Paul. Fndling the afice was o
little more difficuls, thaugh, Mmogist sa
maEny peope here in Brissels can spagk
English,

Oh yes, we're ey inbomatianal hspre nomw,
Bust that's ot a bad thing, | must sS4y

A ittle cultural mix is good, jsn't it

ou're absalutely right. Waowld vau like fo
start by {effing me a Bifle aboul your
ERpErEnCE, Michael T Your O i weiy
imprasshee, And then Il yow in an our
ETOUR, and the partirular reguirenents wp
hawe fioe this position.

Yes, that's fine. | guess vou know frem
iy . that | studied econnmics in Mew
York, ...

T T T I ———

& Sady

Cherer

B

Marning Chardes. You wanted 1o see me
Yeah. Hi Sally Afout sur board menting
nEal week, you know we'll be disCtisaing
our dabil probiems?

o

Fady

Chprfey

T 1L

Lo

Saly

Chvndés
Sorily

Chvirien
Sanw

Loompes

Ealy

Ehovkes

Solly
[ty
Sty

& un

OF course. Probahly our biggest {ssup at
ihe moment.

Right. The shareholders ane Eeiling
neregez, ard the markets dan't ke our
level of gearing. We're getting more and
more guestlons about whether we can
service our debt, in the long team. (85
RElting harder fo astract new investmenis
50, 1 wanted 1o spask o you shaut what
we can do, We're investing a significant
amount in nur new Factony in Germany 5o
we need 1o come up with a soiutian saan
The pawy Factany i verg imponiant, and
e laoking ot leasing the stsets, And
that’s whare you come in, Tall me what we
can oy wrih leases an the balance shset.
What's allowed In this country?

I5 this 3 business decision, 1o lesse these
asgels?

Let's just say s ane possibiliby wa're
Iooking at,

You're thinking that If we lease the sssegs,
mE Cal excluge these labilitles fram the
batance sheap?

Exactiiy

Yo kngey it the auditos will ook very
riasely &l these trandacticns? The
SLtounting standards, or principies iF oy
fke, mean that finance loases must be
disciased. if we are affedively the owner o
these asiets, then we're npt EOing 10 have
a chaice,

And how dn we detsimine the warsarf
That depends an the conditians In the
coetrac,

That showuldr'e be a problem, And then we
an call them L.,

Operating leases, But remember, auditps
ang e markels are now very sensitive 1o
these things. We can't aflord to be sesn as
tmyinig 1o meigtead Arpane,

Of cowrse Aol But for the merting nead
week, have a think abaout i OK?

Peah, I'll try and bring some ideas.

Graat. See you later,

0. By

AE'll iave paid his debls off by nest yeas

Look at the assets and Fabilities on the balance
sheat IF vou want 1o kaow Aow (e compaty’s
dobng.

Many developing cauntries are burdened hy by
demt.

We noed te loak at the iong-temn lfabities besfrure
we-think absout any major hew purchases,

The partnership has limiped liatility status,
Lurrent liabllities arn those which ase paid off
within & year,

The cempany’s in debt o the tune of 19 milllian.



MIT 2, EXERCISE 4

twenty-three paint five sis
1ef thalsand and one

slaby-theee paunds and thiry pence
ar
5lsby-three pownds thirky

Fren millian, four hundred theusand, three bundmed
and farly-lac

Forty-five thausand, sis bundred and thirby-right
Eura

e pede: pinetesn nikety-ning

rl

he phone numbier, room rambes, or other flgure;
pne nine ning ning

the phone numher, room number, or piher fiune:
P double ab thies

Ll

fhe year; Pan thausand and three

ettt O, Moema Bas asked me to go aver spme
of the ratios | used in the repart which |
cant vou a5l week. The rsl of these is on
pagn 3 ~ working capifal, Beenpne got it?
DK Working capitai is coite simple - i's
the ciront assets divided by the curment
labilities. Any questians?
Yes. What's it for?

anbere Wl It basically tells us whether we have
enough shom-emm asseis Lo cowver aur
shinet tarm debt. Il we dan't, we could be in
troable, OKF Gond, Mext s refurm on
assers. This is net income plus inbenes
exnerite divided by tatal assets,
Hefore vou ask, it allows us to evaluate the
Wy W IS nur assets. Itcan help us
decide whether ar nal we shauld start a
rew praject, for ceample, by comparing the
return expected agalmst the dormal
bisrirwing cosls. b that clear?

an | hawe 5 quiestian, What's debtiaziset catin?

amtuni | wels jusk coming to thak, s thie otal
assets divided Dy tolal liabilities. i1 te=lls s
what propartion of the pntemprize’s ascets
are being fimanced through the wbe of debi,
If this ratit is kigh in a markat with
increasing interest rages, credilars are
gaing to ged warted. The dobtlassel ratlo
cetarmires the funding leverage af 1he
erlefprise, OK, if there are no quesilons,
I'd lFea o

IT 2, EXERCISE 10

Hommen has asked me 10 g0 aver some af
ihe raticd | used in the mpot,

Everyane gof 17

Eafone you ask

= that ciear?

1 vetss just comdng 1o thal.

I F Fharne bra ma rseetinmse el Bla iy

o

AransLrepls | ]

Accovfon  The fnancial statements of & LOmpaEny &g
the mast impotant dacuments that a
campeny prodices, Invesions, ereditars,
banks, wistamers — everybody mads the
clstements. The accownts e whal &
company does with its mooey, how
profitable o i, and alsg how risk-wortly il
is. B0 yod Can see warmdng signs for the
luture. Our stack exchanges depend on
progedy prepaned Accourls.

1 agrse that the accounts of the companies
have a lat of Infarmation, but it's wery hard
o undersiand it ail. In my job, | need Lo
knaw the financial sHuation of a company
Feophe Imleresied in e stack pochanges
rely on experis e me. But there ae alse
many other spurzes af infemalion. & far
the accaunting rufes, they dop't imeres:
me, of anyone eloe, at all. That's studff o
the aceauntants.

All ithose numbars, and | haven't god & due
wikial they all mean, Pages and pages of
them, and apparertly they az aften anty
‘ectimates’, ar they can Be interpreted in
one of many ways. What's the pednt when
the acoauntants themselves canft agree an
bt shaw the numbers) Most of s
meed a- b more mfarmatan and
knnwledze about a company tham whal we
Bl AN the Accounes,

1% it afl really that hard? Can't v just loak
at the profit ar less af the compary to find
wut how it's doing? | don't see alf the (uss.
BAoopuniants are hem 1o tall us aboat the
numhers, and | thought that's what they
do. They are irafed te report thesa
numbers, and it can't be that hard to cour
up ewerything that's huppened,
This B oxactly the problem, Thes ame many
ways 1o change the numbiers to give a
bedter pictuna, Some of my peers Rave
been guitty af dalrg fusl that. The
accountants and auditos have to take
responsibflitg lar the way that numbers ane
reported, Accourdants and thair woak ars
exiremely impartant, they just need to
muake il ali a lgtle easker to understand,

WHIT 3, EXERCIBE 1

Monoger S, podld oo jult go pver depracialion
agalnt

Sure. I've prepared & guick list of the
different types like wou asked.

Great.

0K, let's see, Wall, wou krow thal normal
accaanting freatment means that a fixed
assat has to be written off over (b2 useful
lite. Basically we ook al the cost af the
Itamy, and take away lts estimated scrap
valug, Then we use a depreciation method
b write it off,

Yei, ol courde, B five wears for compartars,
| ik
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devounfae Right, Well, as you say, thene are different
wiags of doing this. Er, lef's see, sinasght
line, declining balance, sum-of-the-pears’
digits, unit of prodwction, hours of uss, 1
wol lpak at this list, you can see a
description of each of these methods.

ftanoger Db pes, | See, Yes, that®s very useful,

LFNIT 3, EXERCISE 4

CET Wetve mod a lew minwes o ourselves,
Coold vou just go over IEagain? How s ihe
laxation expense calcudated?

QK. The operating profiz minus our lnberes
Enfienses gives 8 the prafit bedore tan
figure, Thisis the amount which
theometlcally i thep subject 1o taxation, n
fact, the tazsation ameunt & just an
eciimake, befauce we wan'l kaow urilil
migeh later exactly how much @s wee'll have
10 pay.

‘What do we do with thes essimara?

In effect, we prepare an inlenm tax refum. i
woan't be fled, jus! kept by us 1o justify the
faaalicn expense we include in the PAL,
Will this also be auditad?

Yes_ Al of codrse the profil after G 15 the
figure which we can distribute to
shansholdars

What do we do when the tasable Income
differs froen (he prafil befons faa?

We record what happers on the balance
shapl. ['9 eithes 2 nel deferred fax assed ar
Sabdiny,

ity H |avier How's It galng?

fawker s not easy, all this English. We didn't do
any of this on my course,

can | help?

Wall, mayhe vou could clarify 2 touple of
things. Let’s see Ah, here we ane,
“Provislon for income fakss’, Wiat dioss
fhal mean?

O, Prowision means putting money aside
50 That we hawe sormethdng 1o pay with
kater S0, prowision for bicome fakes |5
raliing about the curfesl year's fax
expensg which will have 1o be paid in the
LTS

Lk provisional}

Mot expctly Pravsiondl |usl means
femparary, you knaw, nat final

Like 8 prosishona| budget. 1% not the Fnal
wErsinn.

1ze0, And what about defered incame fox
b, What does deferred maan?
Basically put off te anoiksr day. The
incame has been recagnired in 1he
aconuands, bt the tad awing on that income
wlll I:|r'||g,l B Fealized Fh tho Futurn.

Ok, How does that affect assaclated
COMpOnses?

Agrarntged

CED
Accounfant
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Kaihy Weil, i depands. Sscociated companies
andl alfiliates are & special rase.

Dederred taxes @ nob normally recagnizes
o undistrilbuted eamings, but anly iF ing
phan is ta re-inviest the prafits,

S, il e don'l irmeest the profils, we pay
Tax,

Exactiy.

e

Kaify

UNIT I. EXERCISE 10

dite Theeesa costs dearly relate te the repai and
mantenance of par mackhings,

But in your Bnancial siatements, you ague
ihat thé expenditure was to wgrade and
you heve capitalized i all, AL fest glance, @
appears daar that, .

Excuse e, Bul vou Kidw &5 well as | da
that tha acooumting ang tan regudations
allawy [or diferent delnilions ol Wbl we
can capitalize, and what we must expanse
Yeg, but it's 2asy 1o wark oul thse type of
caosts vou hawe From the desoriptions In
Wour Breounis. Ang based an our
inerpretation of the lows; this seems 1o b
capliad expendilure, which you can al
cayrse depreciate,

‘We're paing to Lake this lurther P'm sliaid |
ant agree with your commants,

Loak: M sarng bul this esnvessation =
going nowhers, | suggest pou make a
submission and serd it o o alfice. We
can fhen cansider your arguments in detail
Feae, I'll dio it rodasy. Thanks Tor your hme.
You're walcome. Gradbye

Biye.

e Claude Bedrand.

farr Hi Clawde, IS [anet, You wanied to chat?
e Hi fanet. Gooat, woul gal iy medsage,
Thanks for getting back to me so quickly
Yo' welcorme. How G | hekp?

Well, IT's about your preliminary repon.
There are a couple of things | think we
need 10 disouss

Yeah, sure. Mo probleEm. | kave i in frand gl
me,

Harsg o P just fing my rates. O, The
first paint iz on page eleven, thir
patagraph. What do yau mean, exachy?
(K, Lat's hawo a ook, Oh yes,
Canitalization al casis in your Aciores, W
think that these costs should be expenses
in the PEL.

But ... o, sarry. 'm afredd 1 disagree. They
wens netegiary far the upgrade af pur
plamt, Swrely wou agree that we hawe [0
keep up with the compettion?

o5, of course, But 1ods of the fems we
tesfed are clearly narmal repair and
mantenance espenses, You can't really
justily meluding swch costs under machine
uEeradne
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| see it diferenthy Our machines have baen
devnloped to produce a wider variety of
prodacis, 10 impronse the rumning efficlanoy
of the aquipmant, 1o keep us in business.
Thés was a sizeable investment on owr part
The figure wo're talking about shows the
CoOmmitrEent we've made to the fugure, |
mean, we'm gaing to be getting benefit
from these upgeades Far years, Our balance
sheet shaudd show this,

I'm soery. Thiese figunes are too material fo
us i ignare, There ane some expendes
which ...

Cosmpanbes da shis all tha time and, | might
add, thelr auditos sccept it | suggest you
consider this again, I'm sure you"ll fnd i’
reascnable whes you think abain how
impartant thaen invastments were fo this
COmpany.

Al right. We'll look at these posis again.
Le's mowe o6 Lhe ne paint,

Part 1
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Part 2
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Have wou seen the latesi?

What's thal? Abeul Megacorp PLE

Yeah, And it's not the anly one. Every wieek
there’s a new scandal. (b going to change
fiow we do our jol.

How? Qur rede is anly 1o give an aplnlon
hased on estimates, We car' revies every
Hitle thing ir deiail;

(I, coma on. Ineestors exaer inanca|
infarmatian ta be corect, &nd | think it's
fair onough, If they fimd out that, | dan't
know, that ass=1s have heen averstated by
5a%, than they're going b be annoyed. |
would be, tam.

Wa don't overstate anything:

But we'te expecied to find these things
Thiat’s wha we're paid to dea.

Hang an a mirute. Ourgab s to revisw the
infoemation provided bo us by the
managem=nt al a company. We hawve by
assume that theyre being henest, We're
not palice affcers.

Bait ...

Let me finish. Loak, there are begal
mechanisms o desl with people wha
commil fraud. The auditing profession has
it's o regualations amd inwestens trust
thiis, |1's tried and fested,

All I'm saying iz that Investors haws a righl
to rely on the Enancial information they
read, and we're patd 10 chéck acacily thal.
selr-regulation may sl e enoegh, And
the trend is .

| agree that ivs & b strange that we'ne paid
by the same people who we awdie, bot i
Always been this way and | don's see how
thas can be changed, do you?

Transcripks J B

ﬁ Aarager
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I'm sarry, but the sxbernal aoceuns don’
hesp me much. Doese't matter d thewvra I
English of Chinese, | nead information fam
watd which will Belp me run this
department,

Whiat exactly wiodld you ke

Wiiell, far exarmpée, | nesd samathing whith
talts me aboul the profit we make or cur
Cusiommess, with some sort of breakdowm
based on the slze of the company. | want
o compane the meney we make (0 the sie
of the customer,

Sure. Wie ¢an do that. And how abioat the
cists per fustomen

ExacHy, How miuth we spend on each
cuslomer, compared te the =iza of thair
orders,

That shawld be possihle

Great, Ao, the pralit made per employes, |
wodld like to know whess we ane profitable
and with whicl employees we make pur
iy,

You reallze that this is gaing to be a ot of
‘wark for my depariment

Y, | o, Butb it very Impartamt far me,
Can | alia have a completa breakdown of
out pyerhiead expenses, and the allosalsn
al ther to each of the products that we
sellf

O, Fow would you [ie afl this irformation
o ba presantedy

In plain English, please, 5o thatl even | can
anderstand it,

URIT &, EXERCISE 7

ﬁ Beomiés
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So, we've agreed that Sallv's Leam will
pracuce thase figures by tha end of the
mearth, Got fhat? Good, O, I'd Fee to mave
b the pext ibem an the agenda, which Is
the Budget far the upcaming vear, Petor,
would vou please give 3 shon averylew af
your research nto the markel, and your
camtlusians?

Sure, 43 you all know, oy depanment has
been sxtensively msearching the markel
and thee economic condiikans wel be
lacing iri the shoot term. It%s quite clear that
wvants of recent years hawe unteliled tho
marked greatly. Bolh invesbors and
£onsLmers 3 convinoed that il woet get
becter, promabily fara long lime. investors:
am lpaking for solld companles, and
COASLrMers dan't jusl throw thedr cash
around like they used to, We think that the
gituation will remain like it & in the middle
torm. This is a time for consalidation, nal
BEpANSN.

Siman, what does RAD think abawd this?
15 @ pretty negative autlock, Wa'se basn
working really hand bo came up with some
great bdeas, and maybe now's the time to
lnunch some of our new products.

A marw bk b sl rabr v roh e B B et
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reaty o g0 for months. We can't jist wait
and hoge that things get batier Dur
stralegy has aiways been 1o lead tha
market, ot sit hock and cruise alang,
Aenraxa Pl
oty Ideas ant invesimants den't mean cash in
he Bank. Consimen simply don't hawe the
confitence to spend their money o fancy
new pradicts. Aad as for espandion, | 1hink
the good ald days aré lang gane, We
Should be cuiting back,
Sadty, how da you feel abaut all thes?
Wie're falking about hudgets for tha
upLoméng year, Everyhodys forecasts sepm
b indicate hard fimes ahead, And we don't
even have ihe money (o spend, How ars
wa EHAE o serve more debit, or raise more
cash In the capital markets?
50, despite pur great ideas and investment
plane, it seems the reality is that oy
budgets for this vear will have to be tght.

BRI
Sinity

Aratrce

Metrr ideas and imvestments don't mesn cash in
the bank, Consumers simaly domt *hawe
the confidence to spend thelr maney on
fancy mew praducks. and as lor axpansien, |
Hhirk the god old days are Lo gane, Wa
shauld be cutting back,

Sally, how do you feel abow ail this?

We'ne talking about biedpets for ghe
EpComing year, Evargiody's forecasts soam
ba indicate hard times ahedad. And we don'
even e the maney to spenid, How arg
we gaing [o serice more debl, or ke
mnre (&6h im the aoital markeds?

50, despite aur great ideas and fnvesteie
plans, it seems the reality s that our
Dudgets for this wear will have fo ba tghi

[ UnI e ExERCISEL

A 540, can we agree at least that it will be
mast cost effnctive to invest in an existing
bubiness? That way, wa will be abie fo
uhifize the local knowledge of the
persannel currently rumning the bisiness.

Lt Waah, | think o, The guestion is how

ExBCHY, Do we buy the comaany or only the

azselsT There's & lob 1o think about. Far

Instance, the due diligance pracess,

afhoagh thal won't affect the mechanics of

our gequisition. What will we have tp
cardadern, Al You're the international
lawyer,

Lots of things, tskeover rules, Epropean

Ui regulation’ an competition arsd the

sccounting fepislation, Dana, can you cell

1 someihing about thal?

Adtually, the Bcoounting regulations amsy

Suth 3 bigisswe. More impartant will be

ihe eflect of ur acquisition an sur halas e

sheet, The goocwdl| component is huge

and we have o be aware of the impact this

s going to fave, That'll be an Imteresting

dfscussion with the aieditons,

Sairinte
A
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IT we are thinking about mising capitat In overicas

markels, the ropoting requirements of (hiose markel

are chyioisly impeostant, Pve summanzed sams of the

majar points on this slide - lats go thrsgh thee b

¢ It may be passibie to messurg all of these at thea
Hair wabue, which wauld allow the recogndion of
unmeafized gains

1 This may have been duveloped camplehdy
st parately from the accounting systems, and may
prowide considerable oppartunities for ExEtan
planring.

i Typsal of these ls-the Profit and Loss Scromsnt.

4 This can be acquired or self-zenerated - of course
It may have to be recognized as an asset,
ceviain criiesa arn mat,

£ Herewe'ne talking sbout things which we don't
actully own - fhey 20 back 10 thedr owners afer
& Cenain ameunt of ime, They require different
distiasure in fhe Balance Sheet, and the GAAP of
different countries can require dilferent
dassification, normally fnance or operating,

& The metheds used @ measiers this can varny
censiderably. The nommal anes ars FIFD, which
mieares “first in first awl’, LIFG ¢ “lastin first owt®,
or avorage cast, which |2 somewhare belwesn the
P Al wive a different value for what we hold,

N

Part 1

Godad moming, ladies and gentleman, My name i
Katfrgn Smithson, o lke 1o thank vau fist of afl for
glving me the oppatunity to come here today and talk
foyou about the inemational isspsc fatiryg entarprises
with cress-barder interests, Although 1am ot an
actontant | kapn fo give you seme information wivich
will Ivelp you in your dealings abroad. IF you dan
mired, | waudd profer to @nswer Ay QUESLoNS you may
have al the and,

There™ be three paris bg my presentation, |8 star with
d sharl descrption of the genersl issues faced by
managers teday Then we'll ook at same of the jesoas
i maore detall using some of the data | heve collecied,
Finadly we'll loak a1 how yau ran approach these
probiems and reate surcessful intemational teanms
There'll be 4 comprehensive hand-aut at fhe end, 5o
There's o need to take notes wskess you readiy want ta,

Part 2

S0, what can we conclude from ali this? We all know
thar globalizatian has been & burmword for many years
naw, All of us have been involved in or seen CoMmpanies
sxpand acrass borderand we have seen same THTRES
collapse, | think that my research has shawn that sne
of the main reasons for such callapses 15 thal
management has ignared the intereuliurnl factars
facineg the members of teams warking In an
intercisltural environment. | hope niy preseniation has
made you aware of same of the factors which affect the
ability of people from different cultiwes 15 work
HEether,

| will now be happy to take any questions from the

flor, and perhaps even discuss some of these issues
fusther. Yes, the gentleman on the fighs?
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