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financial statements of foreign firms in introductory and even intermediate finan-
o5 cial accounting courses (undergraduate or MBA) can hamper leaming. This is

because foreign companies can employ different accounting standards and forms
of financial statement presentation from those of United States (U.S.) firms, ob-
scuring basic accounting principles. The attached case includes comparative
balance sheets, income statements, statements of cash flows, and footnotes
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excerpted from the annual report of a well-known United Kingdom (U.K.) firm,
1es7 The British Petroleum Company. Generally accepted accounting principles in
Jse the U.K. are not too alien relative to U.S. GAAP, and financial statement format

and terminology are similar—aithough they differ in interesting and instructive
ways. The case (a) reinforces students’ understanding of basic financial state-
ment relations and forms of presentation, and (b) highlights the fundamental
1995 difference between using FIFO and LIFO inventory costing methods on the in-
— come statement by ilustrating the use of both historical and replacsment cost
bases. | find students appreciate an assignment utilizing a foreign company,

) e e successfully deal with presentation and terminology differences, and ably apply

accounting relations 10 a set of non-U.S. financial statements.
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'BP, The British Petroleum Company,
is one of the largest international petro.
leum and petrochemical companies. It is
an integrated energy firm involved in oil
and gas exploration, production, refin-
ing and marketing, and the manufactur-
ing and marketing of petrochemicals.
According to Business Week, as of May
31,1994, BP was the third largest pub-
lic company in Britain and the thirty-first
largest in the world. BP was privatized
in the 1980s.

‘The United Kingdom (UK.) and the
United States (U.S.) have active and ex-
tensive stock and bond markets, and a
‘primary purpose of financial reporting in
both countries is to provide investors
and creditors (ie., suppliers of capital)
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‘with information useful for decision malt-
ing. Generally accepted accounting prin-
ciples (GAAP) in the U. and the U
ere similar. For example, both UK. and
US. GAAP require providing for
uncollectible accounts and depreciating
fixed assets over their useful lives. Nev-
extheless, differences exist between U.S.
GAAP and UK. GAAP, in terms of ac-
counting standards and financial state-
‘ment format and terminology.

Morton Pincus is an Associate Professor
2t the University of Iowa.
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