University of Mississippi

eGrove

Touche Ross Publications Deloitte Collection

1980

Touche Ross report on progress & perspectives 1980

Touche Ross & Co.

Follow this and additional works at: https://egrove.olemiss.edu/d|_tr

6‘ Part of the Accounting Commons, and the Taxation Commons

Recommended Citation

Touche Ross & Co., "Touche Ross report on progress & perspectives 1980" (1980). Touche Ross
Publications. 746.

https://egrove.olemiss.edu/dl_tr/746

This Article is brought to you for free and open access by the Deloitte Collection at eGrove. It has been accepted for
inclusion in Touche Ross Publications by an authorized administrator of eGrove. For more information, please
contact egrove@olemiss.edu.


https://egrove.olemiss.edu/
https://egrove.olemiss.edu/dl_tr
https://egrove.olemiss.edu/deloitte
https://egrove.olemiss.edu/dl_tr?utm_source=egrove.olemiss.edu%2Fdl_tr%2F746&utm_medium=PDF&utm_campaign=PDFCoverPages
http://network.bepress.com/hgg/discipline/625?utm_source=egrove.olemiss.edu%2Fdl_tr%2F746&utm_medium=PDF&utm_campaign=PDFCoverPages
http://network.bepress.com/hgg/discipline/643?utm_source=egrove.olemiss.edu%2Fdl_tr%2F746&utm_medium=PDF&utm_campaign=PDFCoverPages
https://egrove.olemiss.edu/dl_tr/746?utm_source=egrove.olemiss.edu%2Fdl_tr%2F746&utm_medium=PDF&utm_campaign=PDFCoverPages
mailto:egrove@olemiss.edu




-

———

TOUCHE ROSS
REPORT ON PROGRIESS
& PERSPECTIVES 1980




LETTER FROM
THE MANAGING
DIRECTQMHR

fdhiee 19880ss Heegjimy, Touattes RRass caam [dakk
back with pride on a decade of unparalleled growth and achievement. The
years from 1970 to 1980 were always challenging, sometimes turbulent.
They were also immensely satisfying, for during this short time Touche
Ross partners and staff have continued to build a professional firm that
now ranks among the world's best.

The operating results for fiscal 1979 extended the
pattern of growth, with worldwide net services reaching an allime high
of $514,620,000, an increase of $66,993,000 or 15 percent over 1978.
Net earnings also grew by 16.7 percent, from $1111%34,000 in 1978 to
$130,123,000 in 1979. Coming after 1978, a year which saw a jump in net
services of 27.7 percent—one of the sharpest increases in our history—
this year's growth was espediially satisfying.

Throughout the world, we strengthened our ability to
serve. In the United Kingdom, Touche Ross merged with the well-known
firm of Mann Judd, while in Luxembourg, the country's mast distinguished
accaounting firm, Fiduciaire Générale de Luxembourg, joined Touche Ross
International as a member firm. With these new additions, the number of
Touche Ross offices grew to 333 in 80 countries and on August 31, 1979,
our international staff totaled 16,600, including 1,615 partners. Because
planning remains the cornerstone of our management philosophy, a
strategic planning group issued a commprehensive internal report on the
mission of Touche Ross Intternational in the 1980s. To ensure that clients
continued to receive service of uniformly high quality from every office, the
firm codified the Audit Process and embarked on a program of special
training in its application. And in Paris, we launched a new management
consulting practice.

In the United States, the firm underwent its second peer
review, this time to satisfy the conditions for membership in the SEC
Practice Section of the AICPA's Division of Firms. The report of our
auditors, Price Waterhouse & Co., concluded bath that our quality control
systems were appropriate and that our professionals cormplied with them
in all substantive respects. As a result of such quality service, our U.S,
practice continued to grow. With the initiation of a new program of Private
Commpanies Advisory Services, we intensified our efforts to serve privately
held businesses, long an important and recognized area of specialization



for the firm. Our relatively new Actuarial and Benefits Consulting practice
grew significantly. Our tax departments increased their chargeable hours
by 17.7 percent in 1979, and our management advisory services practice
made an important comtribution to the firm's overall performance.
Through programs of comtinuing education we prepared our peopile to deal
with a rapidly changing professional environmemt, and we recruited 985
young professionals, including more women—303—amnd more holders of
advanced degrees—259—ihan ever before.

Last year, for the first time in our history, we published
full financial statements for the U.S. firm. As a privately held organization,
Touche Ross was not required by law to issue financial information to the
public. Yet, we felt that the growing and legitimate public interest in the
affairs of the larger U.S. accoumting firms would be served best by such
disclosure. This year, because of the worldwide scope of our practice, we
are expanding our disclosure and are issuing financial statements for
Touche Ross International operations. The fact that we are doing so at the
beginning of a new decade seems fitting, for we believe that despite world
uncertainties, some of the greatest oppartumnities for service and growth
will lie in the international field.

Traditionally, the start of a decade calls for some form of
stock taking or prediction. The internal study carried out last year by
Touche Ross Intermational's strategic planning group was one important
form of self-analysis. This year, however, we also wished to look beyond the
immediate concems of both our firm and the accoumting profession,
focusing on the larger environmemnt in which international business will
operate in the new decade. Part of this examination took place in Geneva,
Switzerland, at a conference sponsored by TRI in coopamation with the
Centre D'Etudes Industrielles, one of the world's most distinguished
centers for advanced education and research in international manage-
ment. The business, political and academic leaders taking part in the
conference were asked specifically to consider the challenges international
business will face during the 1980's.

Their discussion covered such matters as the world
political situation, the need for leadership in both politics and business, the
relations between multinational business and the developing nations, the
allocation of resources, growth, and the obligations of multinational
business to society. Because of the discussion’s relevance, we wish to
share it with our clients and friends, and we are thus issuing an edited
transcript as a compamion to this year's Repwti on Progyesss and
Perspretiliess.

Several issues raised at the conference have special
relevance for Touche Ross International. The participants agreed, for
example, that we live in a period of rapid and accelerating change, a point
that has been stressed in Progyesss and! Perspeetitiees before. How can
business cope with change? Doing so will require strategic planning, but
the participants cautioned against “rigid 5-10-15year plans"' and mono-
lithic managememt structures. For the 1980's, a commbimation of solid
values and flexibility will be the key to success, and by momitoring change,
business may be able to adapt quickly to rapid and unexpected shifts in
events.

The participants also stressed that the world has
entered an era in which scarcity of natural resources has become a fact of
life. As one business leader said, the energy crisis has put all the world's



nations “iin the same boat.” Thus, the old ideas about unlimited growth in
consumption are no longer valid. No one attending the conference
recommended a policy of no growth; instead, as one participant noted,
“we should be renewing our energy for a new kind of growth,” a qualitative
growth in which “best” replaces “bigger"” as the ultimate goal.

For the first time in history, another panelist noted, there
is a growing popular awareness of both the needs of society and the
technological innovations necessary to meet them. The challenge facing
business is two-fold: implememting necessary technical innovations and
helping shape the public’s expectations to the realities of the next decades.
“Omly by adapting, by renewing itself through innovation can business
comtinue to survive,” a panelist warmed.

In looking at the history of the past decades, the
participants singled out two related developmemts that will also influence
the course of business in the future: the continuing rise of nationalism and
the political domiination by the nation-state. In contrast to these divisive
tendencies stands international business, which since World War Il has
served as a unifying force.

The enterprises that will prosper in this fragmented,
nationalistic world are, according to the participants, the “true multina-
tionals'—emtemprises which are owned and managed by citizens of the
countries in which they operate. For such organizations, decentralization
will be an important elememnt of success. So too is a managemmemt structure
that recogmizes cultural diversity, and in the 1980's only the flexible,
decenitralized, and culturally diverse multinational enterprises will be able
to identify with the real needs of the societies they serve.

A number of similar points were made in a recent,
independent study of the Big Eight accoumting firms. Accaording to the
study, a federated structure, true multinational management, and the
ability to adapt to local conditions—characteristics of TRI—will offer major
advantages to an accoumting firm that operates worldwide. Both this study
and the discussion in Geneva thus suggest that Touche Ross Imtiernational
stands in a unique position to take advantage of the next decade's
opportunities. The remainder of this year's Repwit om Progresss and
Perspretitiess will dernonstrate our capacity to serve our clients in the
1980s.

“Wiatever happens, the world will be different;,” said
one of the conference participants. I believe that Touche Ross is ready for
this new world and whatever it may bring. The philosopher Alfred North
Whitehead once said that, “Omnly the adventurous can understand the
greatness of the past." I like to think that only the adventurous will be able
to shape the future. My partners and I look forward to the next decade with
purpose, enthusiasm, excitement—and a sense of adventure.

—t——

Russelll E. Ralimer
Mamegring Diiretéor and
Chiieff Exequttioe (Qffiicer
Toucdee Ross Inteenadional



PLANNING FOR
THE 1980ss

dlla n a g anagement has no
choice but to anticipate the future, to attempt to
mold it, and to balance short-range and long-ramge
goals,” wrote Peter Drucker in his book, Mtanage-
mem. With its emphasis on planning—the firm
has a fulHiimme director of planning—Touche Ross
International recognizes both the importance and
the difficulty of anticipating the future and trying to
mold it. More than a year ago, as part of the plan-
ning process, the TRl Board of Governors commmis-
sioned a speciial Strategic Planning Group to detei-
mine how the firm might best accomplish its
mission in the next decade. The planning group,
composed of representatives from TRI firms, comr
pleted its work late in 1978, presenting a formal
report to the Board of Governors and the Interna-
tional Commniittee at meetings held this past June
in Athens. The Board has begun work on a draft
impleraentation prograrh—a major step toward
meeting the needs of the 1980's.

The report stresses the special
character of TRI, a multinational federation of
strong, national firms. They are united in their
international developmemt by a central keadership
that has been charged with serving our joint inter-
ests, our partners, and clients. Each TRI firm is
managed as an autonomous, national practice, yet
the firms are interdependent, sharing technical re-
sources, commmitted to worldwide standards of
quality control, and united in their determiination to
offer clients a full scope of service wherever they
operate. TRl is a true multinational service organi-
zation, owned and managed by an international
commumity of professionals. We believe it provides
the strongest model for professional service
growth in a world that is influenced by conflicting
trends: the increasing emphasis on nationalism
and the growing internationallization of business.

During 1979, we increased our
capacity to serve by implememting other interna-
tional plans. in the United Kingdom, Touche Ross
merged with the Welsh and English practices of
Mann Judd, a distinguished accounting firm with a
staff of 1,000 and offices in 15 cities. With the
addition of Mann Judd's resources, the combined
organization of 22 offices and a staff of 2,400,
including 148 partners, now ranks among the six

largest chartered accoumting firms in the UK.
The merger has strengthened the firm's ability to
serve its clients.

Acaording to plan, Fiduciaire
Générale de Luxembourg, the foremast accounting
finm in that country, advanced from a correspom-
dent relationship into full participation in Touche
Ross International as a member firm. Founded in
1950, Fiduciaire Générale now has a staff of 100
and eight partners. Among its clients are forty of
the 100 banks operating in Luxembourg, including
Banque Générale du Luxembourg, Chase Manhattan,
Credit Suisse, Deutsche Bank, and Compagnie
Arabe et Internationale d'Investissement. Other
clients include Renault, Société Financiére European,
and Compagnie Grand-Ducale d'Electricité.

in Canada, to meet the forecast-
ed needs of Quebec, the firm has formed a Quebec
practice unit, Charette, Fortier, Hawey & Cie., Touche
Ross & Cie., Comptables Agréés. To bring additiom-
al consulting technology to our European-based
multinational clients, Touche Ross has established a
management services practice in Paris. Peugeot
recently engaged our professionals there to help
streamline the sales and marketing organization of
its Talbot division throughout Europe.

And, in Japan, Nobuzo Tohmatsu
and Daikichi Awoki, the founders of the Touche
Ross Japanese firm, retired this past spring. Both
were 83 years of age; both had played key roles in
the growth of Tohmatsu Awaki and TRI.

WORLDWIDE
ACCOUNTIXX(
STANDARDS

serving multinational

clients, Touche Ross professionals face an aston-
ishing variety of accoumnting standards, laws, and
national customs. The firm therefore supports the
efforts of organizations which are exploring ways
of harmoinizing this costly diversity. The most im-
portant international group serving the profession
is the International Federation of Accoumtants
(IFAC).

The Federation was founded in
1977 to coordinate the worldwide growth and de-
velopment of the profession. Working in coopera-
tion with 72 accoumting orgamnizations in 55 coun-



tries, IFAC represents more than 700,000
accoumntants in public and private practice, educa-
tion and governmemt service. During its first two
years, it has embarked on an ambitious 12-point
program. lts goals, which recogmize the financial
and economic interdependence of countries
throughout the world, include: developing guide-
lines for international auditing practices; establish-
ing a worldwide code of professional ethics; deter
mining education requiremenis for the profession;
and developing training programs.

In 1979, IFAC's Imternational
Auditing Practices Committee issued an exposure
draft of its first proposed international auditing
guideline, “Basic Principles Governing an Audit.."
This guideline sets forth the professional responsi-
bilities that auditors should exercise in carrying out
an audit, regardless of their location in the world.
The exposure draft, which deals with indepen-
dence, confidemtiality, the auditor's skills and com-
petence, docurnemtation, evidence and reporting,
is an important begjinning in the search for work-
able international auditing principles.

Touche Ross professionals
are comtributing both their time and kmowledge
to IFAC. This past summer, Managing Director
Russell E. Palmer was elected U.S. delegate to the
15-mation Governing Council of the Imternational
Federation of Acuoumtamts. He represents the
100,000 American professionals. As a member of
the Governing Council, Mr. Palmer joins Touche
Ross International partners Roberto Dreyfuss, Ma-
sayuki lwanami, and Arthur Mbanefo, Council
members for Brazil, Japan, and Nigeria, respec-
tively. Qur participation in the JFAC Governing
Council underscores the worldwide stature of the
firm's partners—other major accounting firms are
represented by no more than one delegate each.

TRADIMADNY
OF SERWICE

Touche Ross partners also con-
tinued the firm's tradition of service in local and
national professional orgamnizations and govemn-
ment. In the United States, AICPA committees
were chaired by Thomas P. Bintinger (Cost Ac-
counting Standards Board), Gerald A. Polansky
(Public Service), and Edward A. Weinstein (Non-
profit Organizations Accoumting). Russell E.
Palmer served both as a member of the AICPA
Board of Directors and as chairman of the Insti-
tute's Audit Committee.

Peter J. Davidson, national ad-

ministrative partner of our Australian firm, was
elected president of the Australian Institute of
Chartered Accoumtants, while Graham C. Edgar,
chairman of the New Zealand firm's policy com-
mittee, was elected president of the New Zealand
Society of Acooumtants. Alberto T. Lopez, partner
in charge of the Argentine firm, was elected to the
Coundil of Economic Sciences, the organization in
Argemntina responsible for regulating the accounting
profession and setting its standards. In the Nether-
lands, Rob. C. A. Jongstra was elected president
of the Nederlands Instituut van Register-Accoun-
tants, the Dutch institute of CPAs. David T. S. Law
was reelected president of the Institute of Char-
tered Acooumtants of Trinidad and Tobago, and in
Nigeria, ke Nwokolo was named chairman of the
Enugu and District Society of the Institute of Char-
tered Accoumtants of Nigeria.

NEW
ENGAGEMENTS

&alotygaar PRoggesss aradd
Pevspretiiees highlights a few of the finm's new
engagemeimts. Those chosen for discussion are not
necessaiily the year's biggest. They may be intrin:
sically interesting, o¥, like this year's new engage-
ments in the oil and gas industry, they may indi-
cate new strength in key industries. Engagements
may alse be ehosen because they show continued
growth in areas where Touehe Ross has tradition-
ally deromnstrated leadership.

PURLIC
SEQT@R
The public sector remains one

of the most important areas of growth for Touche
Ross. The firm's Miami office was chosen to audit
some $22 million of CETA (Comprehensive Em-
ployment Training Act) grants in Dade County,
Florida. This engagemrmemt will be carried out in co-
operation with a local minority firm. A new audit
client of the Pittsburgh office is the Auditor Gener-
al of the Commmnmezdith of Pennsylvania. The firm
will also carry out both financial and operational
reviews. In Boston, the Massachusetts Division of
Employment Security has retained Touche Ross to
design and implement new systems for paying un-
employmenit insurance claims on-line at various lo-
cations in the state. This major assignment re-
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quires the latest in computer technology, including
magnetic card reader/writers, distributed minicom-
puters, datatbase technology, and on-line, real-time
file updating. In Nashville, Touche Ross will audit
both the city and Davidson County. The North
Carolina Power Agency #11,, a new audiit and MS
client of our Atlanta office, is a guasi-governmental
body of 19 participating cities in central and west-
ern North Carolina. It recently purchased an inter-
est in a nuclear power plant under construction by
Duke Power Commpamy. Touche Ross will audit the
agency and develop accounting systems, internal
controls and a methodology for tracking and audit-
ing Duke Power’s monthly billings to the agency.
We feel that this is an important engagermant, for
during the next few years similar agencies will de-
velop throughout the U.S. The firm now audits
three such organizatlons—the others are the Munie-
ipal Electric Authority of Georgiia and the Texas
Munielpal Power Ageiney. The Departrment of En-
ergy has engaged the Washington office to expand
the department’s Financial Reperting System te In-
clude the coal, nuclear, and other more specialized
segraeints of the energy industry.

Internationally, the firm has been
engaged in two major consulting operations in the
East Malaysian State of Sabah. The projects are
multidisciplinary efforts bringing together accoun-
tants, engineers, compuiter spedialists, and econ-
omists from Touche Ross offices in Kota Kinabalu,
Kuala Lurpurr, London, and Wellington. In the first,
the firm is reviewing the structure, functions, orga-
nization, and operational procedures of all the
main statutory authorities in the state. The second
focuses directly on one of these authorities, the
Sabah Electric Board, and will review organization,
personnel administration, stores, and accounting
and information procedures.

RETALLNYG

Retailing continues to be one of
Touche Ross' major industries. Late in 1978, Food
Fair Inc., with annual sales of approximately $2.5
billion, filed for Chapter Xl protection—the largest
filing in the history of American retailing. Through
the combined efforts of Touche Ross professionals
in Miami, Philadelphia, and New York, the firm was
engaged as management consultants. As the ef-
forts to reorganize Food Fair progressed, the initial
engagement has expanded several times.

In Japan, Tohmatsu Awoki was
appointed auditors for Nagasakiya, one of the lead-
ing chain stores in the country. Nagasakiya special-

izes in textile merchandising, and its 85 domestic
stores, along with its subsidiaries in Sao Paulo and
Singapore, generate more than $1 billion in annual
sales. The Japanese firm now serves three of
Japan’s “Big 10 superstores,” Daiei, Inc., Jusco,
and Nagasakiya.

In another comsuiting project,
Brascan Ltd., a Canadian investment compamy, en-
gaged the New York office to analyze EW. Wool-
worth Co. in preparation for what was one of the
largest tender offers in financial history. The en-
gagement drew on the services of six partners and
25 members of the New York audit, tax, and MS
staffs during the hectic three-week period preced-
ing Brascan's ammowmoement.

MANGRAQIRIRING,
OlL AND GAS

The Newark office now audits
Yates Industries, Inc., a muitinational New York
Stock Exchange conmpamy, producing more than
50 percent of the copper foil used in the electron-
ics industry. Although Yates is headquartered in
New Jersey, its subsidiaries in Luxembourg, Swit-
zerland, the U.K., and a joint venture in Japan ac-
count for two-thirds of the company’s operations.
Touche Ross was chosen for this engagemmemt, in
part, because of the finm's international capabili-
ty—as exemplified in the work carried out by our
new Luxembourg office, which had audited the
company’s subsidiaries there and in Switzerland.

Los Angeles has a new Ameri-
can Stock Exchange client, Silvercrest Industries,
Inc., a manufacturer of mobile and modular
homes, with annual sales volume approaching
$100 million. The Tulsa office was named auditor
of the Deutsche Group, a billion dollar corporation
engaged primarily in oil and gas trading and pro-
duction in both the international and domestic
markets. An audit engagerment for the Philadelphia
office with Seaview, an oil refinery headquartered
there, grew out of a firm-wide cooperative effort.
The engagermemt began more than a year ago with
a special tax assignment, which was followed by a
managemenit consulting project, staffed by consul-
tants from offices in Kansas City, Denver and
Houston.

BANKNYG
AND FINANCE
The Panama office has been
appointed auditors for the Banco do Brasil in Pan-
ama. In Spain, Touche Ross will audit CAM, the




largest confederated savings bank in the nation,
with 2.5 million depasitors and 323 branches.
Touche Ross is auditing New Zealand Bankcard
Assodiiates Ltd., a joint venture established by the
Australia and New Zealand Banking Group (ANZ),
the Bank of New South Wales and the Commercial
Bank of Australia. The new cormpany will offer
credit card facilities to New Zealand customers of
the three banks. In addition to the audit, Touche
Ross will provide tax and other advisory services.
The Houston office is conducting an audit and
asset inventory of Surety Savings and Lean Associ
ation of Houston. Touche Ross Australia was en-
gaged to audit the Bangque Natlonale de Paris, one
of the two foreign banks licensed to operate in
Australia; BNR one of the largest French banks,
has offices in more than 70 countries.

INS(HRANEE

The Detroit office has been en-
gaged to audit Auto-Owners Insurance Company,
a mutual casualty and lifie insuramce company—the
largest domestic insurance company in Michigan.
And in Seattle, Touche Ross is the new auditor for

higayad Mitualdhsurarae € Gorppapyons efoththe
largest property casualty companies in the coun-
try. In a cooperative effort with Montreal, the Bos-
ton office will audit the Saval Group, Inc., which is
composed of Amarican Universal Insurance Com-
pany, the Canadian Universal Insurance Company
Limited, and three insurance brokers.

CONMMVTIVERYT
SERVICE

TO

CAmQddiingng firms are
service organizations. Providing service is a com-
plex task, however, demanding a strong sense of
the current business climate and an ability to antic-
ipate the needs of clients during the coming years.
During 1979, Touche Ross continued to evaluate
its long-standing commiitrmemt to high-quality ser-
vice. The results of our review, which are described
below, represent both new directions in client ser-
vice and traditional practices. They place the firm
in a strong position to meet the challenges of the
next decade.

10

MANAGEWHENT
SERVICES

Aramaobspecidhinieer-
est to society, business, and the accounting profes-
sion is managememt services or comsuiting. Many
of the new engagememts discussed above involve
consulting work, and our independent profession-
als are assigned to perform such varied services as
developing and implementing EDP systems, study-
ing the operational procedures of governmental
agencies and recommandiing improvements, and
aiding distressed businesses. Indeed, Touche Ross
has developed a unique competence in helping or
ganizations bring about sustained productivity and
profitability.

Providing these services requires
professionals with an intimate knowledge of plan-
ning and managing resources, people who can
solve complex problems, using the most sophisti-
cated tools available.

One reason for the strength of
our firm's consulting group is our ability to attract
talented young professionals. In the (.S., for exam-
ple, Touche Ross recruited more young consui-
tants in 1979 from major graduate schools than
ever before—14 from Harvard and 9 from Stanford.

The firm’'s worldwide consulting
activities are increasing. In recent years, our (.S.-
based comsultants have worked for clients in Bel-
gium, Japan, Mexico, New Zealand, Sweden, and
the Virgin Islands. Touche Ross International, with
more than 800 consultants, serves a growing ros-
ter of clients from around the world.

SERVING
PRIWWATELY
HELD CLIENTS

Fiviateth\hedthctiéntsshiaxee
long formed a substantial portion of the Touche
Ross practice. For eleven years, the U.S. firm has
served its non-public clients through a program
called “Integrated Services.” In 1979, the impor-
tance of its privately held clients was reemphasized
when we initiated a new and intensive service pro-
gram directed specifically to their needs. The pro-
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gram is now called “Private Conmpanies Advisory
Services.” Russel E Viehweg has been appointed
National Directar, and he is aided by a national
practice committee.

To a large degree, the formal es-
tablishment of a practice group spediallizing in pri-
vately held clients parallels the formation of the
AICPA's Private Practice Section of its Division of
Firms. Both the Touche Ross program and the
AICPA's Private Practice Section recognize that the
needs of closely held enterprises differ from those
of publicly held companies.

A major factor in determining
the service needs of private clients is the level of
intmouse financial expertise available to them. They
can turn to their external accountants for aid in
profit planning, financial control, inventory man-
agememt, cost accounting, LIFO inventory tax plan-
ning, operations improvememnt, strategic planning,
and capital investment, and other areas where they
may not maintain in{mouse spegialists. Touche
Ross can offer these services. Our professionals
work directly with their clients, and while our ser
vice is highly personal, it is backed by our interna-
tional resources and experience.

The essential cormpoment of the
new program is the people who are cormmiitted to
making it work. Serving private clients requires
speciial talents—imagjination, technical versatility,
an ability to identify with the client's concerns,
staying power, and strong entrepreneurial sense.
Working with private cormpanies requires general-
ists rather than specialists—people who can bring
a breadth of experience to each emgagement.

TAX

pPeratioiv Taeweddge."

the U.S. firm's national tax program, shares the
dedication to comprehensive service that guides
our program of Private Conmpanies Advisory Ser-
vices. Now more than a year old, Taxwedge is
based on the premise that all business decisions
can have tax consequences. Thus, it expands our
efforts in tax consulting and planning to comple-
ment the firm's traditional commpliance actiiifidss-
helping clients prepare and file tax retumns.
Taxwedge is largely responsible
for a year of extraordinary growth. During 1979,
chargeable hours increased by 17.7 percent over
1978. Chargeable dollars grew by 20.2 percent,

and the percentage of firm net services represent-
ed by tax practice was up from 16.36 percent in
1978 to 18.03 percent in 1979.

Taxwedge has resulted in a
number of changes in the operation of our tax
practice. To meet the demand for technically quali-
fied tax spedialists, more experienced tax profes-
sionals were recruited than ever before. Last year,
the U.S. firm hired 87 experienced tax people and
128 college recruits. Much of the responsibility for
compliance work is now being shifted to fully
trained tax technicians, thus allowing the firm's tax
professionals to devote more time to consulting
and planning. In a very real sense, this change
frees our professionals to develop in ways that ben-
efit them and the firm.

A key commpaoment of Taxwedge
is an ambitious training program, called “Tlax Pass-
port." Developed and introduced during the past
year and a half, Tax Passport is a sophisticated
self-study course, based on the principle that the
individual, with the firm's support, is responsible
for his or her own professional growth.

Tax Passport is a two-part padc
age, consisting of the “Passport,” a detailed,
loase-leaf guide to the information that young tax
professionals must know at the various stages of
their careers. It serves as a guide to mastering a
complex body of changing knowledge. The second
part, a “Training Catallog,” is a source book, list-
ing essential readings, Touche Ross training pro-
grams, AICPA and state society programs, and tax
training programs available through other profes-
sional groups. The catalog is constantly updated.

One reason for Tax Passport's
success is the speciial teaching relationship it es-
tablishes. Every young consuiltant enrolled in the
program is assigned a more experienced tax pro-
fessional to help in planning and reviewing his or
her training objectives. The advisor acts as a per-
sonal educational coach and counselor, and as the
students advance, they, in turn, begin to act as
advisors to less advanced consultants,

AUDITING AND
ACCOUNRANG(

major portion of
Touche Ross International's business is auditing,
and our international clients can only judge the
firm by the quality of the audit service they receive.
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To insure a unifiormly high level of service in any of
the 80 countries covered by Touche Ross, the firm
has recently reissued its comprehensive profes-
sional standards manual. The manual, used by all
TRI offices in handling international engagements,
covers matters ranging from independence to the
application of the Touche Ross Audit Process.

TRACE

In the United States, infiorming
clients about developments in the regulatory cli-
mate and providing advice on their compliance
with Jaws and government directives are responsi-
bilities of the U.S. firm's National Accoumting and
Auditing staff.

One of the mast important de-
velopments in 1979 was the release of the U.S.
Seawrities and Exchange Conumiission’s proposed
rule, “Statement of Management Reporting on In-
ternal Acooumting Control.” This documemt has
raised a storm of criticism—the Wall Street! Jouv-
nal calls it “the mast radical disclosure rule that
the agency has ever advanced.” If put into effect,
the rule would require all companies registered
with the SEC to report their commpliance with the
accounting provisions of the Foreign Corrupt Prac-
tices Act (FCPA). At first glance, this request
seems to present little difficulty, for conmpanies are
already required to cormply with this broad law.
What has generated the criticism is the SEC's re-
guest for managementt to represent that its sys-
tems of internal control provide reasonable assuir-
ances that the broad objectives of the FCPA are
met “without regard to materiality of amount.” In
this instance, the SEC is applying new disclosure
to an exlsting law, and to assure the reliability of
the disclosure, it then wants the auditor to attest
that the disclosure is reasonable.

There are many objections to
this proposal. It may be unconstitutional, for exam-
ple, because it could force self-incrimination. The
maost telling criticism centers on potential costs. By
eliminating materiality as a criterion, the rule would
require auditors to examine every internal control
system, regardless of its importance to the finan-
cial statement. The result will be drastically higher
casts for both client and the public.

Touche Ross believes that the
proposed rule is unwarranted, impracticable, cost-
ly to an extreme, lacking in conceptual foundation,
and—because the FCPA already requires manage-
ment to maintain internal control systems—the
statement of compliance is redundant.
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The firm has looked beyond the
controversy—and, to help business people under-
stand the importance of internal controls, has is-
sued a new guide, Comitudlifing Assetts and! Trans-
actiimrss. This book, a sequel to last year’s study of
the FCPA, The New Mamygement [rnppeative,
outlines how companies can review and improve
their internal accownting controls through TRACE,
the Touche Ross Accounnting Control Evaluation
program. This new program, the most substantive
offered to managementt by any Big 8 firm, offers
an efficient method for gathering information
about controlling assets and transactions.

HANDBOOK
OF AGCOGINITING
AND AKIDITING

For more than a year, Touche
Ross professionals, outside experts and academics
have been cooperating on an ambitious project,
the Handtivo&k of Amooatiting and! Atudtitimg,
scheduled for publication in 1980 by Warren Gaor-
ham & Lamont. As its title suggests, the 49-
chapter book will serve as a comprehensive guide
for the practicing accountant. This complex under-
taking has been coordinated from the firm's stand-
point by Robert S. Kay, the U.S. firm's National
Director of Professional Standards, Accounting
and Auditing. He shares general editorial responsi-
bility with Managing Director Russell E. Palmer and
Professor John C. Burton, Graduate School of
Business, Columbia University, and former Chief
Accoumtant of the Secwrrities and Exchange
Cormmiission.

ACTUARL
AND
BENEFITS
CONSULTIRD&Y.

Ouahb dRssscantinueelteo
build its Actuarial and Benefits Consulting function,
the new “fawrth functiom" which was added in
1978 to the U.S. firm's traditional auditing and ac-
counting, tax and management services functions.
Early in the year, for example, a new department
was established in Chicago, strengthening our abili-
ty to offer ABC services on a regional basis. In
both New York and Minneapalis, the firm's existing
ABC departments increased their professional
staffs to handle an influx of new engagements.



NEW
SERVICE
PROGRAMS

Woahmportant Semiice pro-
grams made news during the year. In the first, the
U.S. firm offered a new program to a potentially
important body of clients.

For years, (I.S. accounting firms

followed American investment overseas, serving
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them. In recent years, the United States has be-
come espedially attractive for overseas investors.
Recognizing that the needs of overseas clients are
different from those of the firm's domestic clients,
the U.S. firm has established a new program called
“Inbound Investiment.” It is designed to help far-
elgn investors deal with the wide range of prob-
lems they may face in the United States.

An overseas investor may need
assistance, for example, in working out compen-
sation programs; in planning how to comply with
federal, state and local taxes, and with foreign tax
treaties; and in recondiling the differences between
the generally accepted accounnting principles fol-
lowed in the U.S. and abroad. Through Imibound
Investment, Touche Ross provides this assistance,
helping the foreign investor meet his objectives
within the U.S. business environment. Because of
the firm's worldwide experience, we can relate U.S.
customs and practice to those followed in the
client's home country.

One of the program’s real ad-
vantages results from our worldwide network of
firms. Through Touche Ross International, we can
begin working with potential investors before they
leave home, helping them through all stages of
planning, establishing contacts with subsidiaries of
U.S. banks, cormmarial attaches, and the U.S.
embassies. Once the investor is established in the
U.S., Touche Ross can provide a full scope of pro-
fessional services in the firm's offices throughout
the country.

In another area, Touche Ross
has instituted a major program that recognizes the
importance of the U.S. firm's clients in the energy
industry. The program, based in Houston, Texas,
is under the direction of a new National Services
Director, Richard M. Pollard. It will focus on the
oppartunities offered by this industry for practice

development and client services. It joins other firm
industry programs, such as heaith care, agribusi-
ness, retailing and insuramce.

EDUCATHDRI
PROGIRANES

a professional practice,
education and professional development form the
basis of comtinuity—a “link to the past and a
bridge to the futune" These words, from a new
publication, Your Proffessenat! Dewtdpprerent at
Touche Ross, underscore the firm's traditional
philosophy of comtinuing professional education.
During 1979, what had long been a firm policy also
became a professional requirement in the U.S.

Starting then, CPA firms belong-
ing to the AICPA's Division of Eirms were required
to report their activities in continuing education.
Under membership rules, each professional of
each member firm must complete 40 hours of
qualifying continuing education each year—or a
total of 120 hours every three years. This require-
ment recogmizes the necessity of continuing educa-
tion in a professional environment subject to con-
stant change. Through continuing education,
individual professionals can maintain and improve
their knowledge and competence.

The number of hours spent by
Touche Ross professionals in formal continuing ed-
ucation courses during 1979 exceeded 400,000 in
the U.S., alone. These hours include time spent in
national training courses, local office training and
training outside the firm.

We believe that the training of a
professional does not—and should not—ocaur at
a single time or in one way. Thus, the firm's educa-
tional programs include such varied forms as
directed self study (Tax Passport, discussed earlier,
is an example), on-the-job training, regional meet-
ings and seminars, and outside programs such as
college courses or seminars that deal with special
subjects. (Your Praffessionh! Dewtdpprerdnt at
Joudhee Ross lists these educational resources.)

AllD TO
EDUCATOON
“The ability of a learned profes-
sion to fulfill its responsibilities is inextricably tied
to the strength of its educational base," stated the
Cohen Commiission’s final report. Throughout its
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history, Touche Ross has demamstrated a strong
commiitrment to strengthening the “educational
base” of the accaunting profession. For the fifth
consecutive year, the Touche Ross Foundation, in
cooperation with the American Accounting Assodi-
ation, sponsored the Robert Trueblood Memarial
Seminars, the premier seminars for professors of
accounting, which have been attended by more
than 450 professors. Touche Ross professionals
also continued to contribute their time by teaching
in a number of colleges and universities. In the
U.S. tax department alone, between 50 and 60
staff membexs hold adjunct teaching positions.
The Foundation continued its support of the Jour-
nal of Awcoatiting Researdh; it also distributed to
schools of business such publications as “Case
Studies in Cormpuiter Control and Auditimg,” and
the “Proceedings of the Sympesium on Graduate
Tax Educatitom.”

One of the Foundation's most
far-reaching activities is the program of Aid to Ac-
counting Education. In its third year, the program
awarded grants to nine educational institutions.
While the grants support a wide variety of activi-
ties, their goal is preparing students to enter the
accounting profession.

Among this year's grants were: a
professional development grant to the University of
Georgia to help bridge what the Cohen Commiis-
sion has called “the schism between academic
and practicing accountants.” Georgia State Univer-
sity will develop a model for “internationalizing"
the accounting curriculum at both the undergradu-
ate and graduate levels. The University will test the
model, sharing the results with other schools inter-
ested in adapting their accounting curriculum to
meet the needs of an international business com-
munity. The University of Massachusetts will hold a
second EDP Audit Sympasium, designed to keep
accounting faculty up-to-date on the audit of EDP
systems—the proceedings will again be distributed
to professors, business leaders, and foreign gov-
ernments. And Ohio State University will develop a
new course on managenent advisory services.

COMMUNICATIONS

headiiseenimatidonod fkinowid-
edge is one of the important, if often unrecog-
nized, responsibilities of an accoumting firm. Dur-
ing 1979, Touche Ross' regular publications served
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as vehicles for sharing its collective experience and
knowledge with a wide and varied audience of edu-
cators, clients, friends, and press. In Peesgrective,
for example, addresses specific developments in
accounting, and this year it analyzed a matter of
major importance, the SEC’s proposed new rule,
"Staterment of Management Reporting in Internal
Accoumting Control.” Tempo, the U.S. finm's gen-
eral interest magpazine, concentrated on govein-
ment and money.

DIREOTORS’
_SEMIENERS

As a spediial service to corporate
directors, the firm held two directors’ seminars
during the year. Given in cooperation with members
of the faculty from Columbia University's Graduate
School of Business, the seminars attracted more
than 140 directors of major corporations through-
out the United States.

The March seminar specifically
addressed the role of the financially oriented direc-
tor, while the September seminar dealt more
broadly with the continuing evolution of the cor-
porate board. At both seminars, distinguished
speakers from a variety of disciplines focused on
such issues as the director's responsibility for bud-
gets, acquisitions, tenders, and financial structure;
the changes in audit and nominating committees;
the selection and training of board members; stra-
tegic planning; legal liability; and the problems of
international ownership and operations.

Because of the strong interest
in the directors' seminars, the firm has scheduled
two more for 1980. One of these, to be held in
Geneva, Switzerland, will be devoted to the chal-
lenges facing the directors of multinational corpo-
rations. It will be sponsored jointly by Touche Ross
International and the Centre D'Etudes Industiielles.

ADVERTESING

Since the AICPA revised its code
of ethics to allow advertising by accountants, some
major accoumting firms have launched advertising
campaigns. We applaud the freedom resulting
from this change, but after careful study, Touche
Ross has decided at this time against advertising.

Our decision is based, in part,
on the realization that advertising is unlikely to in-
fluence potential clients in their choice of an ac-
counting firm—any more than it will influence a
corporation in its search for corporate counsel
or a victim of heart disease in choasing a heart
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surgeon. In accoumnting and the other professions,
clients are attracted by a reputation for service and
professional excellence.

There is another reason for our
decision. We do not believe our clients wish to see
their fees used for advertising. Thus, we will use
our resources to maintain high professional stan-
dards, to carry out essential research, to initiate
the new services our clients require, and to contin-
ue our long tradition of service to both the profes-
sion and the business cormmmumity.

TOUCHH ®OGCH,
NEW, PERSPECTWVES
AWARDS

last year's issue of Prog-

ress and Perspretitiees, Touche Ross announced
the establishment of a new program of awards for
excellence. The Touche Ross New Perspectives
Awards, which recogmize the importance of innova-
tive problem solving, are presented to firms, insti-
tutions and individuals demonstirating boldness,
courage and creativity in attacking the problems
facing mankind.

The 1980 award winners are:

= Philip Morris, Imc.

= General Electric Company

= Arjay Milller

s Dayton Hudison Corporation

® The Johns Hopkins Hospital

= WGBH-TV, Boston

® American Electric Power Company, Imc.

= McDonald's Corporation

= The University of Miami lLaw

and Economics Center

Eull information about these award winners
will be presented in Tempm, the Touche Ross publi-
cation distributed to friends and clients of the firm.

LEGAL

mroughbotinasttaffthiee
1970's the accounting profession has labored
under the dual burden of aggressive, often predato-
ry, litigation from disappointed investors, and an
attitude among many judges that considered large
damage recoveries against auditors to be a socially
healthy means of spreading the investor’s risk. The

result was a sharp proliferation in the number and
virulence of claims against auditors.

The past year has produced sev-
eral decisions suggesting a change in the judicial
climate and an increasing appreciation for the
legitimate interests of the accoumting profession.

For example, the U.S. Supreme
Court has declared in the case of Rediinygdon vs.
Toucee Ross & Co. that the courts should not
permit the recovery of civil damage judgments
against auditors where Congress had not imtiended
such powers, specifically rejecting claims on be-
half of the customers of a defunct broker-dealer.
That decision has been hailed as a Jandmark case
in the Court's more restrictive approach to “im-
plied rights of action,” and is expected to offer
protection from litigation to the professions and
the business cormmumity in many other areas. In
addition, a court of appeals has declared, in a case
involving another Big Eight firm, that Congress has
not intended the accounting profession to become
an arm of the SEC and that the courts should not
engraft such a responsibility through enforcement
proceedings brought by the Comnnission.

While these decisions indicate a
shift in judicial thinking that will more appropriately
contain and balance the hazards of professional
practice in the future, the large accoumting firms
continue to make occasiomal news when disposing
of burdensome litigation maturing under the atti-
tudes of the past decade. Thus, during 1979
Touche Ross resolved all of its pending disagree-
ments with the SEC and concluded all but a few of
the lawsuits inherited from the late '60’s and early
'70’s. Some of those matters were concluded with
complete vindications, others by settlement, but
none had a material effect on the firm's financial
condition.

PEER
REVIEW

eee Rewieaw, | dog seppooteed
by Touche Ross as one of the most important
elements of the accoumnting profession's self-regula-
tory initiative, is a requirement for membership in
the SEC Practice Section of the AICPA's Division of
Firms. This past summer, Touche Ross underwent
its mandatory membarship peer review. The re-
view, carried out by Price Waterhouse & Co., was
the firm's second—the first, a voluntary peer re-



view, was carried out in 1977. Complleting this job
took seven months and 5,600 hours of Price Wa-
terhouse partner and manager time—a compara-
ble amount of time was expended by Touche Ross
partners and staff.

In carrying out the review, Price
Waterhouse selected nine Touche Ross U.S. offices
and the Executive Office, located in New York, and
examined them in depth for their compliance with
the firm's quality control standards. The offices
chosen account for 33 percent of the U.S. firm's
total chargeable auditing and accaunting hours
and 35 percent of the total personnel. Of the
clients selected for review, 57 percent were SEC-
registered compamies. Included also was a repre-
sentative sample of clients brought into Touche
Ross by our merger with J.K. Lasser & Co.

Touche Ross professionals can
take considerable pride in the overall health of their
firm. The findings consist of a letter of recommen-
dations and a short-iorm report. While the letter of
recommendiations does contain useful suggestions
for improvement, the contents confirm the excel-
lence of our practice. The report concludes by not-
ing, “In our opinion, the system of quality control
for the accoumting and auditing practice of Touche
Ross & Co. for the year ended March 31, 1979,
was appropriately commprehensive and suitably de-
signed for the firm, was adequately documented
and cormmumicated to professional personnel and
was being commplied with during the year then
ended to provide the firm with reasonable assui-
ance of conforming with professional standards
and the membership requirements of the Sectiom.”

THE
PROFESSIONAL
CLIMATE

6o thiecagcountingyppobtéssibon
in the U.S., 1979 was a quiet year, a relatively calm
period of consolidation and progress. The AICPA's
Division of Eirms, SEC Practice Section continued
to recruit members. The Financial Accounting
Standards Board moved forward with its work, and
its status report, issued in the spring, undierscored
the magnitude of the task it has undertaken. The
Public Oversight Board of the SEC Practice Sec-
tion issued a major report on scope of services by
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CPA firms. And a number of firms, including
Touche Ross, underwent peer review.

All in all, 1979 was a fitting end
to an often turbulent decade. In the U.S., Congress
focused mast of its attention elsewhere, and for
the time being, the threat of regulatory legislation
receded. In its second annual report to Congress
on the profession, the SEC stated that the profes-
sion had continued to make progress: “nothing
has happened in the past year which is inconsis-
tent with the Commiission’s continued support for
the profession's program. .." of self-regulation.
And even the press seemed to have lost some of
its recent interest in accounting.

One perennial issue did assume
new importance at the year’'s end—the question of
auditor independence and nonaudit services. The
Public Oversight Board'’s report on scope of ser-
vices dealt with this matter fairly and realistically.
In its interpretive release, ASR 264, the SEC re-
guested the accounting profession to exercise spe-
cial caution when performing nonaudit services for
publicly held audit clients. The Cormmiission con-
cluded that independence is an attitude that cannot
be mandated by rule; it is a goal to be addressed
by individual accountants as they go about their
dally business.

We believe that our approach to
the related issues of scope of service and indepen-
dence is entirely appropriate. Touche Ross follows
the AICPA's MAS professional standards, supple-
mented by the firm's own policies. ASR 264 thus
requires no basic change in our practice.

Still, ASR 264 has itself created
some uncertainties, which the profession, the Pub-
lic Oversight Board, and the SEC must work to-
gether to resolve. For our part, we have expressed
our views on ASR 264 directly to the SEC. At the
same time, we are working through the appro-
priate professional organizations to clarify and
resolve the issues on a profession-wide basis.

As we look back on the past
decade, then, none of us should be misled by the
recent period of relative calm. Many challenges
remain; much work—even struggle—lies ahead.
Instead, we should use this time to rededicate our-
selves to pressing forward with the profession's
ambitious program of reform. Our doing so is
more than a challenge; it is one of the major op-
portunities of the coming decade.
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- imilarly i d from $1111534,000 in 1978 t

plained in Note 1 to the comibined financial state-
ments, earnings available to active partners cannot

FIRANUIA L be equated to information reported on a per-share
HIGHLEEHES basis for a cormeriial enterprise.

Our working capital position in-
creased $7,118,000 to $114,203,000, and our
total partners' capital of $149,169,000 at August

e esaltss off opered icorss 31, 1979 shows an increase of $155,583,000 over

for the past year reflect clearly a continued growth 1978, Qur improved financial position reflects the
trend representing an increased recogpition by our  responsible management of our operations
worldwide clientele of the services we provide. throughout the world and enables us to provide our

Net worldwide services for 1979 client services in a meost professional manner. For
were $514,620,000, an all-time high representing  example, on August 31, 1979, the U.S. firm had
an increase of $66,993,000 or 15.0% over 1978.  no short- or long-term debt—a posture that may be
Worldwide net earnings available to active partners unigue among U.S. accouwnting firms.

TOWCTHE ROESS INNERRIMTTONAL
COMENNED STATEWHEINT OF FIRNCIAL PEXSIMION.

(Snandites) (Thewsands ef U.S. Dellars)
August 31,
ASSETS 1979 1978
Current Assets:

Cash % 17,444 % 19,489
Short-term investments 2,992 10,085
Client receivables and unbilled services—Notes 1 and 3 150,157 127,775
Other current assets 15,746 12,813
186,339 170,162
Leasehold Improvements—Note 1 15,917 11,614

Eurniture and equipment at cost, less accumulated depreciation of
$20,164 in 1979 and $16,082 in 197&-Niate 1 28,179 21,248
Other Assets 19,767 _ 13,838
Total Assets $280,202  3218,863

LIABILITIES AND PARTNERS’ CAPITAL
Current Liabilities:

Bank loans and short-term borrowing § 13,702 % 12,291
Accounts payable and accrued liabilities 50,697 44,286
Other current liabilities 7,137 5,900
71,536 62,477
Long-term debt 12,674 9,397
Other long-term liabilities, principally amoumnts due retired partners 16,823 13,403
Partners’ capital—Notes 1 and 8
Paid-in capital 56,071 49,309
Undistributed earnings 93,098 84,277
149,169 133,586
Total Liabilities and Partners’ Capital _3250,202 M

See Notes to Combined Einancial Statements
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TOURTHE RQESS INTERRWTTONAL
COMBIWNED STATEMENNT OF EARNYNSGS AND CHANGSS IN CAPITAL

(Chredithe])

NET SERVICES
COSTS AND EXPENSES:
Compensation:
Professional staff
Admmiinistration and other

Employee benefits program—Note 4

Ocaupancy, including amaortization and depreciation of
$6,985 in 1979 and $5,029 in 1978

Other costs and expenses
Total Costs and Expenses

NET EARNINGS
PAYMIENTS TO NON-ACTIVE PARTNERS

NET EARNINGS—4CTIVE PARTNERS

CAPITAL
Beginning of year
Paid in
Distribution of earnings
End of year

See Notes to Combined Einancial Statements
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(Thousands of (.S. Dollars)

August 31,

_ 1979 1978
$514,620 $447,627
190,138 168,241
38,774 31,148
225,912 199,389
28,090 23,633
33,415 27,843
88,118 77,434
375,535 328,299
139,085 119,328
8,962 7,794
130,123 111,534
133,586 116,418
6,762 8,733
(121,302) _(181,988)
$149,169 %$133,586



TOUEHE ROESS INFERRMAT@NAL

COMBINED STATENMMENT OF CHANGEES IN CASH AND SHORTTEERM INMESTMENTS

(Ureuctiitet))

SOURCE OF FUNDS

Net earnings—active partners
Add back depreciation and amartization

Total from operations
Imcrease in current liabilities
Increase in long-term liabilities
Inciease in partners’ paid-in capital

APPLICATION OF FUNDS

Distribution of earnings to active partners—Note 1

Net increase in other current and noncurrent assets
Eurniture, equipment and leasehold improvememts acquired
Increase in client receivables and unbilled services

INCREEASE /(DECREASE) IN CASH AND SHORT-TERM INVESTMENTS

See Notes to Combined Financial Statements

(Thousands of (.S. Dollars)

August 31,
1979 1978
$130,123 $111,534
6,985 5,029
137,108 116,563
9,059 4,415
6,697 5,698
6,762 6,722
159,626 133,398
121,362 101,088
6,862 2,731
18,218 13,401
22,382 7,001
168,764 124,221
$  (9,138) $ 9,177
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Touche Ross International
Notes to Comtliired Finandil Statements
Two Years Ended Augusst 31, 1979

(Ureaditteyi)

Note 1
ACCOUNTING AND REPORTING POLICIES

The accompamyiing financial
statements comibine the accounts of the member
firms of Touche Ross International and their opera-
tions. The member firms are individual legal enti-
ties, organized according to the laws of their re-
spective countries.

The firms maintain their ac-
counting records according to the laws of their
various countries and the requirements of their
partnership agreememts. Generallly, the accounting
records are maintained on a cash basis. The ac-
companying financial statements have been pre-
pared on the accrual basis, comibiming the adjust-
ed financial statements of each member firm, as
of the end of its most recent fiscal year.

Eees for professional services
are recognized at the time the services are ren-
dered, at estimated collectible amounts.

Inasmuch as the firms generally
practice as partnerships, income taxes are not nor-
mally assessed against them, cash earnings of the
partnerships being reported on the partners’' per-
sonal income tax returns. Acaomdiimgly, there is no
charge for income tax to net earnings.

However, where the firms are as-
sessed income taxes directly, the liability for those
taxes has been reflected in the statement of finan-
cial position.

“iPartners" as used in these fi-
nancial statements refers to the partners and prin-
cipals of the firms, and equivalent corporate of-
ficers in those situations where the member firm
practices in corporate style. Net earnings for active
partners represents the results of operations for
the year which are available for the partners.
Partners' earnings are not comparable to the com-
pensation arrangements of corporate executives of
a commendial enterprise. Earnings distributed rep-
resent compamsation, return on capital imvested,
and funds made available for retirement.

The cast of furniture and equip-
ment is depreciated over the estimated useful lives
of the assets, which generally range from five to
ten years. Leasehold improvememts are mormally
amortized on a straight-line basis over the estimai-
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ed useful life of the improvements or the term of
the lease, whichever is shorter.

Note 2
TRANSLATION OF EINANCIAL STATEMENTS
The commbined finaneial state-
ments of mernber flirims have been translated into
U.S. dollars at the respective exchange rates in
effect at the end of each firm's year. Non-monetary
assets are not material in relation to the financial
statements as a whole. Translation gains in 1979
of $1,426,000 and losses in 1978 of $193,000
have been included in imcome. if 1978 net services
had been translated at 1979 rates the combined
net services for 1978 would have been
$456,601,000.

Note 3
CLIENT RECEIVABLES AND UNBILLED
SERVICES

Client receivables and unbilled services
consist of:

(Thousands of (.S. Dollars)
August 31,
1979 1978

Client receivables less
collection allowances of
$8,471, and $8,785.
Unbilled services at
estimated collectible

$ 87,835 § 74,283

amounts 62,322 53,492
$150,157 $127,775

Note 4

PENSIONS

The member firms provide a va-
riety of pension and retirement plans for their em-
ployees and partners.

Generally, retired partners re-
ceive benefits based upon prior compemnsation
levels, from their respective firms. A portion of
these benefits is funded under the individual firms'
retirement plans.

For the U.S. firm, a portion of
the partner retirement benefits is unfunded. These



benefits are vested at age 60, death or disability,
but annual payments thereunder are subject to
overall limitations relative to annual cash earnings.
The aggregate commuitrmemit for vested rights un-
der the unfunded plan approximates U.S.
§79,900,000, at August 31, 1979. Payments for
1979 under this plan amounted to $7,300,000
and were substantially within the overall payment
limitation.

Note 5
SHORT AND LONG-TERM DEBT

Many of the firms maintain lines
of credit with banking institutions. Compemsating
balances are generally required to be maintained
and range from 10% to 20% of the outstanding
balances. The aggregate line of credit approxi-
mates $45,000,000 and in 1979 peak aggregate
borrowings approximated that amount.

Note 6
LEASE COMMITMENTS

Some of the firms, and primarily
the U.S. firm, are cormmiitted for rentals under non-
cancellable operating leases for office space. The
commiitrmemts of the U.S. firm are as follows:

(Thousands of Dollars)

Net of

Gross Sublease

C onmmniit mnemt Rentals

1980 % 14,307 % 13,164
1981 13,524 12,419
1982 12,782 11,834
1983 11,683 10,852
1984 10,652 9,893
1985-1994 59,330 57,682
$122,278 $115,844

The gross commiitment is based
on current rentals, which are subject to certain
escalation clauses.

Note 7
LITIGATION

Lawsuits and claims are pending
against certain of the firms which, consistent with
the current experience of other large accounting
firms, aggregate to substantial amounts. However,
in that Touche Ross International professional ser-
vices are protected by a unified professional in-

demmmity insurance program, the firms and their
legal counsel believe that any net liability will not
be material in relation to the firms' financial
position.

Note 8
PARTNERS’ CAPITAL

Paid-in capital represents capital
loans and permamnent capital contributed by the
partners in accordance with the partnership agree-
ments. Generally, it is withdrawable only upon the
retirement of the partners.

A substantial portion of the un-
distributed earnings represents 1979 cash basis
earnings which are to be distributed during the fol-
lowing fiscal year. The remaining undistributed
earnings represent the cumulative excess of net
earnings on the accrual basis over the cash basis,
and accumulated undistributed cash earnings from
prior years. Ammmumits so retained provide working
capital for the firms.

Note 9
SUBSEQUENT EVENTS

Effective September 1, 1979,
Touche Ross & Co., U.K., merged with the Mann
Judd practices in England and Wales. These com-
bined financial statements do not give effect to
such merger.

27



Offices around the World

Abu-Dhabi Bielefeld
Abu-Dhabi Bremen
Al-Ain Diisseldorf
Frankfurt/Main
oy Harburg
Hannover
Australia Munich
Adelaide Nuremberg
Brisbane Stuttgart
Bundaberg
Canberra ghana
Melbourne ccra
Newcastle Greece
Parramatta Athens
Perth
Surfers Paradise g;;:“a:d
Sydney aa
Townsville Guam
Wollongong Agana
Austria Guatemala
Vienna Guatemala City
Bahamas Guyana
Nassau Gegrgetown
Bahrain ng Ken
Manama Hoangg l&)ngg
Belgium Indonesia
Antwerp Bandung
Brussels Jakarta
Medan
Bermuda
Hamilton Surabaya
< Iraq
Brazil
Belo Horizonte Baghdad
Porto Alegre Basra
Rio de Janeiro Mesul
Sao Paulo Ireland
i Cork
Brunei
: Dublin
zrunen Limerick
ameroon
Douala m"
Victoria ian
Ivory Coast
Canada w
Calgary Abidjan
Corner Brook Jamaica
Cornwall Kingston
Edmonton Montego Bay
Fredericton 3
Halifax Japan
Hamilton UKUOK
Hull Hiroshima
Kobe
Kelowna Kyot
Kingston Ny :a
E;t;:g;er Nahi (Oklnawa)
L\?nQOn Sapp:ro
Misoonuon senca
. Takamatsu
New Westminster Tok
Ottawa Yo
Quebec Jordan
Regina Amman
St. Catharines K
Saint John Ne."g;
St. John's airobi
Saskatoon Korea
Sydney Seoul
Toronto Kuwai
Vancouver uwait
Victoria Kuwait City
Windsor Lebanon
Winnipeg Beirut
Cay I<land. L 9
Grand Cayman Luxembourg
Channel Islands Malaysia
Jersey Alor Setar
Johor Baru
g:r:::’ go Kota Bharu
Kota Kinbalu
Colombia Kuala lLumpur
Bogota Kuala Tremgganu
Kuantan
Cyprus N
Larnaca Eu:ll;nng
Limassol Malocca,
Nicosia a:acca
Miri
Denmark Penang
Arhus Sandakan
Ballerup Tawau
Copgnhagen Mauritius
Esb)g ' Port Louis
Helsingor
Kolding Mexico
nse Mexico City
Dominican Monterrey
Republic Morocco
Santo Domingo Casablanca
Dubai . Netherlands
Dubai Alkmaar
Almelo
¢ Amersfoort
Cairo Amsterdam
France Arnhem
Lyon Beverwijk
Paris Breda
<. Driebérgen
::.’;:;h Eindhoven
) Enschede
Germany Gouda
Berlin Groningen

Haarlem
Heerlen
Hilversum
Leeuwarden
Lelystad
Middelburg
Nijmegen
Rijswijk
Rotterdam
5 Hertogenbosch
Terneuzen
The Hague
Tilburg
Zwolle

Netherlands
Antilles
Curacao

New Zealand
Auckland
Christchurch
New Plymouth
Wanganui
Wellington
Nigeria

Benin City
Enugu

Kano

Lagos

Owerri

Port Harcourt
Warri

N
Oslo
Sandefjord

Oman
Matrah-Muscat

Panama
Panama

Papua

New Guinea
Lae

Mount Hagen
Port Moresby
Rabaul

Peru

Lima
Philippines
Bacolod
Davao
Makati
Manila

Puerto Rico
San Juan
Qatar

Doha

Ras El-Mtizimah
Ras EHKihaimah
Saudi Arabia
Dammam
Jeddah

Riyadh
Sharjah
Sharjah
Singapore
Singapore
South Africa
Cape Town
Durban
Empangeni
Johannesburg
Pietiermaritzburg
Port Elizabeth
Pretoria

Spain
Barcelona
Madrid

Suriname
Paramaribo
Swaziland
Mbabane
Sweden
Stockholm
Switzerland
Geneva
2Zurich

Syria
Damascus
Thailand
Bangkok
Trinidad and

go
Bort of Spain

United Kingdom
Belfast
Birmingham
Bristol

Burnley

Cardiff
Chepstow
Dartford
Edinburgh
Glasgow

Leeds

Leicester
Liverpool
London
Lutterworth
Manchester
Newcastle upon Tyne
Newport
Plymouth
Shrewsbury
Stoke-om-Trent
Swansea
Wolverthampton

United States
of America
Akron, Ohio
Albuquerque, New Mexico
Anchorage, Alaska
Atlanta, Georgia
Austin, Texas
Baltimore, Maryland
Birmingham, Alabama
Boise, Mdaho
Boston, Massachusetts
Buffalo, New York
Canton, Ohio
Charlotte, North Carolina
Chicago, Winols
Cincinnati, Ohio
Cleveland, Ohie
Colorado Spr
Columbus, Oh
Cerpug Christi, Texas
Dallas, Texas
Dayton, Ohio
Deriver, Celorade
Detreit, Michigan
Elizabethtewn, Kemtueky
Fresne, Cakfernia
Grand Rapids, Miehigan
Harrisburg, PawsyWania
Henelulu, Hawaii
Sieu:gten‘ Le)m
ackson, Mississippi
Jacksonville. Flerida
Kansas City, Missouri
Lansing, iéﬁlgaﬁ
Lineoln, Nebraska
enden, ky
Les Al s, Califernia
Leuisville, Kemtueky
Melville, New York
Mermphis, Tennessee
Miari, Flerida
Milwaukee, Wisesnsin
MIHH@GB&E Minnessta
Mebile, Alabama
N8§HVIIlE Ténnessee
Newark, New Jersey
New OHeans, Leuisiana
Newgeﬂ EsaeN f, @qéﬂsfﬁla

éakléﬂd €aifs
Oklanera éw @klamms

Omaha.

Pmladslsms PWNSHIE
PheRiX; AFiz6Ra
Piésburgh,

, Celorade

Pariland, OFe eﬂ
RiGNMBRH; Vi ginia
Roehester, New York
SACFaMentsd, Califoria
§i. Lauis, Missouri
Saint Paal Minnessta

3ok Lake Cl:
§sn Amama%%

giﬂ ?Fi I§E gﬁlﬂ&iﬂl&

§(5Hﬁ8l‘ﬂa gé Eé&iEH(

{sussn\v,m%

gfﬂ i 8H Q

s%sz g§§9§
FE&% Bétﬂé hHsets
8IRGSHENH géﬁgg

Venezuela
Caracas

Maracaibo
Valencia

Yemen Arab
Republic
Sana'a

Yemen (PDR)
Aden

Zimbabwe (Rhodesia)
Bulawayo
Salisbury

tonaali

Touche Ross Iinttermational

Russell E. Palmer
Managing Director and Chief Executive Officer

Archibald G. Campbell, Director of International Services
Andre A. Aversa Director of Tax Services IDeudlmprnen!
Arun K. Deva, Assi Director of Prof d
Andrew M. Leitch, Director of Executive Office Operations
James A. Morrison, Director of Professional Standards
Ernest J. Pavlock, Director of International Traiming

Regional Partners

Jorge Fischer Jr., Americas

Harold B. Minkus, Europe

Bruce M. Robertson, Asia/Pacific

Max F. Sporer, Mediterranean/Middle Eastt/Africa

Board of Governors

Douglas R.P. Baker, Chairman United Kimgdiom
William R.S. Ritchie,
Chairman Emeritus United Kimgdom

Ronald H. Anderson Australia

Michael J. Blackburn United Kimgdom
David V. Burchfield United States
Peter J. Davidson Australia

Alan J. Dilworth Canada

Roberto Dreyfuss, Vice Chairman Brazil

William G. Gaede United States
Bruno Gimpel haly

Carleton H. Griffin United States
Constantin Hirt France
Daniel J. Kelly United States
John F. Keydel United States
James W. Miller Canada

Karl Nebendorf, Vice Chairman Germany

H. Erik Olesen Denmark

Russell E. Palmer United States
Robert M. Rennie, Vice Chairman Canada

Leopoldo Romero Mexico

Suhail F. Saba ILebanon
Joseph Sanbar Lelbanon

James E. Seitz United States
Robert M, Shehan United States
Peter Stilling United KKimgdom
E. Palmer Tang United States
hao Tomita Japan

Joop van Thuijl Netherlands

Touche Ross (USA)

Russell E. Palimer
Managing Bartner and Ehief Execttive Sfficer

Regignal Bartners

Robert B. Dedsen, West

W. @ram Gregory, S@uth

J. Bavid Moxley, Neri

ﬁerald A. Polansky, M»d Atlantlc
Andrew €. Ries, Central

Nati 1 Di Profec<i. i F 3

Donald A. Curtis, National Director of Management Services

Robert S. Kay, National Director of Professional Standards,
Accounting and Auditing

William L. Raby, National Director of Tex Services

Robert J. Sack, National Director of Professional Practices,
Accounting and Auditing

Russell F. Viehweg, National Director of PCAS

National D o ¢ing F N
Carleton H. Griffin, National Director of Resource Development & Legal
John F. Keydel, National Director of Planning and Imernational

J. David Moxley, National Director of Operations

J. Thomas Presby, National Director of Client Services & Develiopment

Richard H. Murray,
General Counsel

Marvin D. Frankel
Director of Public Relations & Public Affairs

Board of Directors

Carleton H. Griffin, Chaimman
Donald A. Curtis

William G. Gaede

W. Donald Georgen, Vice Clnaimman
Gerald E. Gorans

J. David Moxley
Richard A. Nest
Russell E. Palmer
Gerald A. Polansky
Andrew C. Ries

W. Grant Gregory Farrell Rubenstein
Jerry B. Jackson John C. Shaw
Daniel J. Kelly Robert M. Shehan
Harold B. Minkus Herbert P. Silliman
Senior Partners

Robert M. Berkowitz Herbert P. Sillman
Gail N. Brown Walter H. Soderdahl

Gerald E. Gorans E. Palmer Tang

CREDITS

Portfolio Cover: Burk Uzzi¢e Nagmum

REPORT ON PROGRESS AND PERSPECTIVES:

Peter Beard; Werner Bischof/Magnurm; Brassaii/iMariborough Gallery;
Harry Callahan

INTERNATIONAL BUSINESS ENTERS THE 80'S. Cover:

Brett Weston; lan Berry/Magnum; Werner Bisatiofi/Magnum;

George A. Tice/Wiitkin Gallery; W. Eugene Smith.

This report is for distribution to Touche Ross people and clients. It may
not be reproduced or distributed to anyone else without the permission
of the Managing Director.

Copyright © 1980 Touche Ross & Co.

1633 Broadway, New York, New York 10019

Design: Herb Lubalin Associates, Inc.

Printing: Sanders Printing Corp. Printed in US.A.



	Touche Ross report on progress & perspectives 1980
	Recommended Citation

	tmp.1544028489.pdf.53HDC

