SAUDAGARAN \ #

&0 @A R R




it KRB 2 7

Pp 2 il MR
55 1)

INTERNATIONAL ACCOUNTING: A USER

PERSPECTIVE

Shahrokh M.Saudagaran,PhD,CPA

Santa Clara University

F RS REHEER



THOMSON ‘

SOUTHjV*\;:STERN ) ZBHRFESIHRERER

Saugagaran, Shahrokh M.
International Accounting: a user perspective/by Shahrokh M. Saugagaran.
ISBN 0-324-01583 -6

1. Comparative accounting. 2. International business enterprises—Accounting. I. Title

Copyright (L2001 by South — Western College Publishing, a division of Thomson Learning. The Thom-
son Learning logo is a registered trademark used herein under license.

All Rights Reserved. No part of this book covered by the copyright hereon may be reproduced or used in
any form or by any means—graphic, electronic, or mechanical, including photocopying, recording,

taping, or information storage and retrieval system—without the written permission of the publisher.

o PEMBE SR AR

A 53 SR EN R E R B 22 U o A 5 3R [ A R A T IR T B AR R . R R Tl oe
BEFA, AELMEM T XE R S RBA BT .

WA RAEPEANRMEREAN (FEHEEE. WTHITBREEE) #E,

E<F  01-2002-4771
BMBERRE (C1P) ¥R !

Hr£it: fHZER A = International Accounting: Auser Perspective/ () REREE —%
B . dbat. HEMBEEE L, 2002.10

(& EFBEMZERS)

ISBN 7 -5005-6163 -6

I.8... 1.%... 1. Br&i—R%ER—#M—%x N.F811. 2
o [ AR B 54K CIP BB F (2002) 58 080993 5

P

TRUR G KB

URL: http: //www.cfeph.com

e—mail: cfeph@drc.go.cn. net
(RRILETE BEPis5)

bk, dEEBRXKEREF 285 HRBZRES: 100036

EATALHRTE: 88190406 W& EHIE: 64033436

ERFEER R SbHEBIEEY

850x 1168 X 16 15.5EFk 472 000 F

20034E 1 A% 1A 2003 4E 1 AJL3TES 1 REPRI |
EHr: 20.00 T

ISBN 7-5005-6163-6/F+5377

(BB PR, A 5TER)

)




S AR B EFITRERERS

BB BEE EkAE A% v oW » #
3Rl ERKE

T OFE: BRH

B NEE O HEH O FEE O OR A

BROAEREX A F):

FE#H TP I HT I 25 EAR
EEE N I 5 4 & & FFL FEK
) xREF A &R R & W AR
AR HeE MEAL BEL BRAL K R AT
¥ &k R REK BRER BHRAE BRE A
MR MR BAEa B RS HRSURE KRIEF
KRG ks k& RAF REX ARE EZAK
ke BREH Hud RiEE BB #HFS AR
Brd K A RKipFr RER F R 8E2Y #NE

W™ 4R
pr
S
I
pr




th AR it BA

FEZFZIL 20 $FNRFEFR, A LT REREHES, £
W ESHE LA EE S, “BHFHAEE, AR ELE”, 2ies
HACR S T R ey B IR, MEH B PRl A 7 kiE 2 0943, R b
HECFFTHHARNERE, MUBASBAS H AN TE S
HEH, QELXTHT, LHGEE T EFER “HF 2T RIL.
@@, BEAKR” WP, AL E, defTiRsa MR A
L RMBHEA, BHFAEGIERE WAKT, HRF A Gtk F S5
3t R ILIE I A 402 F RN E B G BE AT, RATHF
BANLEHZE., BRERENL D “ATFHFREFFEL FRELEL D
Bk FH LR HM P AMEE Qi@ L, ERXKHTFATE
ALBRZFN. SEK. 2T, 2FH, WEHRZHFES LY
b EZERRET TAEROAL, HEMNGSFHRET RS e R—
RARPEH, HEAANEE TR ZREEALHE K.

AT TMEFHE Il LokidY, B PRI HF LA, FE
WM 5 A e F B 2 F A A 8 AR RM RS @A R
g 2K, PHITRRTERBREMGT H I/, AEARREL
B ZRrh. WESNE S B F R R FHIF ) 2509 2 B
M, dath AR AT, T, HARRETY, 8 BAK
HA R OE R, TESRRERTF 66 S dtt,

RYE TR TT R DL, RNMBFE ARG ERFEAEH
MAEFIRL T, FRETLHERBYTHMTRIEEERLS, £
i BB RRAL G it Ao U 5 b MRAE Bt R B0 3 AR R 1 L 4 S




L, AT AT R RN
(1) Ni&FASCIZ B A7 E SN 4 K LR 6940 75 3 L3
M, M B 35 69 F A A v
(2) ZHEMBEERRSTFHG LAY, ARESREKXT
R ARFF AR
(3) Sl HMATaEE, EHE AT TEGIK R,
R %, 5| s B A R EARE A
(4) 7| HBMOMAEEE F AN Z TR AEN;
(5) *F 3| BEHAMRT RBATHREIFT K, vhith R F Ao f A
RIS
2234 Z R2VOARITH, RMNRALA G| SR T —A REH H
JRox 8] Ao HBAR 5 3] R SR B AT s R KRt RIED. (F A,
(B LY. (GRADIN. CEEAY. (MEFE). (FitF).
CEFRRN. (M HF2). (FRtFk), (MFRESHTY 10 1]
BAr. EMNGH A
Fundamental Accounting Principles, 16e Larson/Wild/Chiappette,
McGraw-Hill,2001
Intermediate accounting,14e,Skousen/Stice,ITP,2001
Advanced Accounting, 8e, Fischer/Taylor,ITP,2001
Cost Accounting:Traditons and Innovations, Se, Barfield/Raiborn
ITP,2001
Managerial Accounting, 10e, Garrison/Noreen,McGraw-Hill,2001

?

Principles of Auditing and other Assurance Services, 13e,
Boynton/Johnson,McGraw-Hill,2001

Financial Management:Theory and Practice,10e,Brigham/Ehrhardt
13e, Boynton/Johnson,McGraw-Hill,2001

t4

Financial Management: Theory and Practice, 10e, Brigham/Ehrhardt,



ITP, 2001

Financial Accounting, 10e, Meigs/Williams/Haka,McGraw-Hill,2001

International Accounting:A user Perspective,Saudagaran,I'TP,2001

Financial Reporting Analysis:Using Financial Accounting Information,
8e,Gibson,ITP,2000

BN EHM, BRALZCHRS K. AEISMRZLREH}
W R GREHMGRIRA, HAEF LR ZABRF HEHRZ
Y. B X B P HM G d R LA K B G 2T R F R A TR A.

EMAEX AL, F2THAHRDHKI) . MBEHRAFLTS] . M
BRIt E fed HEM AR HRH R A ZF, FFRTEHAKRS K
BER. ZEROFP AR —LELAFREZGHET. T2 h
57 BRmRBMGIEE, HEHMGITE. Bt H5REFTZ LT ATH
TREH O, ErETESH RS,

AN AR L LT F RO F ZHB AT Kk A s 2t 4
HZR B R ERNA K.

¥ E M 22 5 AL
v E & i F 4L
2002 9 A




PREFACE

INTRODUCTION

As business and capital markets have continued to grow more globalized over recent
years, the need for cross-border financial information has correspondingly increased.
This has brought international accounting to the forefront. As products, services, and
capital increasingly cross domestic borders the likelihood that various parties to busi-
ness transactions are based in different countries increases. These parties must con-
tend with the reality that information on their business partners often exists in an
accounting language other than their own. In order to make informed decisions in a
global environment one needs to be educated in international accounting. While the
level of detailed knowledge of international accounting issues required varies between
organizations, there will be very few businesses in the twenty-first century that are not
impacted by globalization and hence by some aspect of international accounting.

TARGET AUDIENCES

The primary audiences for this book are upper-division undergraduate students, grad-
uate students, and participants in corporate university courses. In undergraduate pro-
grams, most Advanced Accounting books focus on business combinations with little
or no coverage of international accounting topics. The typical Advanced Accounting
book has some coverage on foreign currency translation as its ode to international
accounting. This text is intended to provide a much more comprehensive coverage of
international accounting issues than is available in Advanced Accounting texts. Given
the target audience, every effort has been made to present the material completely yet
succinctly and in a writing style that is easy to read. The goal is to place the book, in
terms of its coverage of international accounting issues, somewhere between
Advanced Accounting texts that do very little and traditional international accounting
texts that are too long and too expensive for most undergraduate, graduate and exec-
utive programs. I have tried to keep the book to a reasonable length to ensure that
most of the chapters will be used in the programs and courses where it is adopted.
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USER PERSPECTIVE

This book is designed to provide an understanding of international accounting issues
to students in graduate and undergraduate business programs and for executives
involved either directly or indirectly in international business. As indicated in its title,
the book takes a user perspective (as opposed to a preparer perspective) to interna-
tional financial reporting. I believe that this approach makes sense because most busi-
ness executives are more likely to be users of transnational financial information
rather than preparers of it. Very few business persons are ever called upon to prepare
financial statements even in their domestic environment, let alone in another country.
However, many executives are regularly called upon to make decisions based on finan-
cial information that originates in another country. This might take the form of eval-
uating the performance of a subsidiary, affiliated organization or joint venture in
another country, making credit decisions on customers located in other countries, or
making investing and financing decisions based on opportunities in other countries.
Being educated in international accounting is an important asset in the portfolio of
skills required of managers in companies engaged in global business.

RESEARCH COMPONENT AND OTHER IMPORTANT FEATURES

An important feature of the book is that it facilitates the transfer of international
accounting research to students who typically would not access the academic litera-
ture on their own. It does this by discussing research findings where appropriate and
by extensively citing scholarly references related to the subject matter. Since much of
the text is based directly or indirectly on research evidence it helps bring “state of the
art” international accounting material into the classroom. The extensive coverage of
Financial Reporting in Emerging Capital Markets is another distinguishing feature of
this book. As these countries grow in importance so does the need to learn of the spe-
cial accounting issues facing them. Other distinguishing features of the book are its
coverage of accounting issues related to the Euro (in Chapter 3), accounting for
changing prices (in Chapter 4), and information technology (in Chapter 7).

SUMMARY OF CONTENTS

The book is organized as follows.

* Chapter 1 examines the interaction between accounting and its environment, the
diverse roles of accounting in countries, the effects of accounting diversity, and
the major challenges facing accounting globally.

Chapter 2 is about the global harmonization of accounting and auditing stan-
dards. It looks at various aspects of harmonization including the reasons for and
against harmonization, the measures of harmonization, the organizations engaged
in harmonization, and the various harmonization models and scenarios.

Chapter 3 deals with accounting for currency exchange rate changes.
Chapter 4 delves into selected financial reporting and disclosure issues in the

global context including accounting for changing prices, accounting for goodwill

and intangible assets, geographic segment reporting, and environmental and
social disclosures.



* Chapter 5 covers various issues related to using corporate financial reports across
borders. It examines corporate responses to foreign users of financial statements,
and how preparers and users cope with transnational financial reporting. It also
covers a number of issues related to international financial statement analysis.

* Chapter 6 looks at financial reporting in emerging capital markets. The coverage
includes the role of financial reporting in emerging capital markets, and the char-
acteristics and policy issues related to financial reporting in developing countries.

* Chapter 7 deals with a number of managerial issues in international accounting.
These include budgeting and performance evaluation, global risk management,
transfer pricing, and information technology.

END OF CHAPTER MATERIALS

Each chapter ends with a summary of the main points contained therein, discussion
questions, exercises, and where appropriate, cases. The discussion questions are rela-
tively straightforward applications of chapter materials. In keeping with the user per-
spective of the book most of the exercises involve hands-on application of domestic
and foreign annual reports.

INSTRUCTORS” MANUAL

The book is accompanied by an instructor’s manual that includes 1) an outline of each
chapter, 2) solutions for selected exercises and cases at the end of the chapter, 3) a test
bank consisting of true/false and multiple choice questions, and 4) transparency
masters.
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