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Chapter 1
B Accounting Definition

1.1 The Post of Accounting

% Dialogue
Li Qing and Zhang Nanboth major in accounting in a vocational school. Li Qing
meets Zhang Nan in a supermarket. Li asks Zhang something about his job.
Task1:Before Reading the Dialogue
Can you guess what Li Qing and Zhan Nan are probably talking about?
L—Li Qing :
Z—Zhang Nan
L: Hi, Zhang Nan. I haven’t seen you for such a long time. How are you?
Z. Fine, and you?
L: Same as ever. What do you do?
Z. It is a long story. When I graduated, I served as a cashier in a privately — run
enterprise of Economic Corporation.
L: Have you acquired the qualification of Certified Public Accountants?
: Yes. You see, the competition for accountancy is very fierce.
1 suppose your job is very challenging.
: You are right. How about your job?

NN

I have been working in the Credit Card Department of Standard Charted Bank
since my graduation.

Z: Your serving in a foreign company benefits from your good command of Eng-
lish at school. Sorry, I've gotta go. Talk to you later. Would you please give me your
phone number?

L. Sure. It is 13365874999.



N

Z . My number is 13577899321. Keep in touch. Bye-bye.

L. Bye— bye!

Task2: While Reading the Dialogue

Answer these questions

Q1: What does Zhang Nan do?

A: He is a cashier in a privately — run enterprise of Economic Corporation.
Q2. Has Zhang Nan acquired the qualification of Certified Public Accountants?
A:Yes, he has.

Q3: What does Li Qing do?

A: He works in Credit Card Department of Standard Charted Bank.

Task3 : After Reading the Dialogue

Make a dialogue with your partner.

Words and Expressions

a privately — run enterprise A
Economic Development Area ZHFEKX
Certified Public Accountants ey =il
Standard Charted Bank BATRAT
fierce PO B
keep in touch REFBE R



Chapter 1  Accounting Definition

1. 2 Accounting Definition

* Accounting Definition
Accounting is an information system for measuring, processing and communica-

ting information that is useful in making economic decisions.

Early definitions of accounting tended to focus on the traditional record — keeping
function of the accountant. The modern accountant, therefore, is concerned not only
with the record ~ keeping but also with a whole range of activities directing, evalua-
tions, review and auditing.

The other new focus of accounting is on the ultimate needs of users of accounting
information; whether these users are internal or external to the business enterprise.
The users of accounting can be divided roughly into three groups: (1) those who man-
age a business, (2) those outside a business enterprise who have direct financial inter-
est in the business, (3) those individuals, groups or agencies that have an indirect fi-
nancial interest in the business.

All people that are engaged in accounting career can be called as a general
name—accountants. In fact, the profession of accounting can be divided into four
broad fields: (1) management accounting, (2) public accounting, (3) government and
nonprofit accounting, (4) accounting education.

% Accountant—an Specialized Occupation

After long — term accounting practice, accountants have achieved the same posi-
tion as lawyers and doctors. Let’s take America as example, the license is issued by
the state government. The requirements for licensed accountants are not exactly the
same in different states. Most states require bachelor degree and experience of learn-
ing the course of accounting and enterprises management. Each state requests candi-
date must take part in and pass the unified examination. Many states request candi-
dates have 1 — 2 years’ working experience in accountants’ office or similar. People
who pass the CPA(Certified Public Accountant) examination and conform to the re-
quirements of degree and working experience stipulated by the state will obtain the li-
cense and title of licensed accountant. In Britain, the equivalent of CPA is Chartered

Accountant.
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Exercises
1. Answer the following questions:

(1> What is accounting?

@ --c-cmmevmadann

(2) Which group of accounting information do users demand?

2. Translation.

Many people confuse accounting and bookkeeping and look on them as one or the
same. In effect, they identify the whole with one of its parts. Actually, bookkeeping
is only a part of accounting, the record — making part. To keep books is to record
transactions, and a bookkeeper is one who records transactions either on a computer
or manually or with a bookkeeping machine. Accounting includes much more than
this. The accountant should have the ability to design the accounting system, to ana-
lyze and record complex, nonroutine transactions; and to analyze and interprete ac-
counting information.
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Chapter 2
. . =
B Accounting Equation

2.1 Family Financial Planning

* Dialogue

Tracy and Jason, a couple, are talking about their financial planning.

Task1:Before Reading the Dialogue

Can you say something about family financial planning?

If you want to be a good housewife, how can you make your family finacial plan-
ning?

J: Hi, honey, here’s my last month’s salary.

T:. Ok, darling. How about this, from now on we'll put all your salary into our
savings account, and set aside 20% of my salary as Daniel’s education fund.

J: That’s not a bad idea. But do you think the rest of your salary will be enough
to cover our daily expenses?

T: I've got a raise, have you forgotten? It should be OK.

J: Alright, dear. It’s up to you. I get a headache when I come to figures, you
know.

T: That’s why you need a wife like me.

Task 2: While Reading the Dialogue

Answer these questions

Q1 :What will Tracy do about Jason’s salary from now on?

A: She will put all his salary into their savings account, and set aside 20% of her
salary as Daniel’s education fund.

Q2: Do you think the rest of Tracy’s salary will be enough to cover their daily ex-
penses? Why?



A: Yes, I think so. Because Tracy has got a raise.

Q3: According to the conversation, what will Tracy and Jason’s life be like?
Task3: After Reading the Dialogue

Make a conversation about your financial planning.

Words and Expressions

equation OV EEE.ER

from now on MBLTE &

savings account HEKF,

set aside (o RRRE BN X M R
education fund BEHES

daily expenses H# I3

get a raise BERH



Chapter 2 Accounting Equation

*

2.2 Accounting Equation

% Account Elements
Financial accounting information is categorized into assets, liabilities, owners’

equity, revenues, expenses and net income(or net loss). The above accounting infor-
mation is also called accounting elements, which form the basic structure of financial
statement. A good understanding of these accounting elements will be a good basis and
start in learning financial accounting.

* Assets

Assets are economic resources owned by a business that are expected to bencfit fu-
ture operations. Assets include monetary items such as cash and receivables (money
owed to the company) from customers as well as nonmonetary physical items such as
inventories (goods help for sale), land, buildings and equipment. Assets may also in-
clude nonphysical rights such as patent, trademark or copyright.

* Liabilities

Liabilities are debts of the business. They include amounts owed to creditors for
goods or services bought on credit (called accounts payable), borrowed money such as
motes payable, salaries and wages owed to employees, and taxes owed to the govern-
ment. Liabilities are a claim recognized by law in which the law gives to creditors the
right to force the sale of a company’s assets to pay debts if the company has failed to
pay. For purchases of analysis, liabilities are sometimes considered a part of equity,
because in addition to being a claim against assets, they are also a source of the assets
of the company.

% Owner’s Equity

The owner’s equity represents the resources invested in the business by the owner.
It is also known as the residual equity, because it is what would be left over if all the
liabilities were paid. The terms proprictorship, net worth, or capital are sometimes
used as synonyms for owner’s equity.

% Revenue

Revenue is the total inflow of economic interest which is formed in daily activi-
ties. It may cause the increase of owner’s equity and is irrelevant to the input capital
of owners, including sales revenue, labor revenue, interest revenue, charges for usage,

rent revenue and stake revenue, etc. Increase in revenue will increase owner’s equity.
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% Expenses
Expenses are the outflow of a business’s economic resources resulting from earn-

ing revenue or the cost of the operational activities for the business. Expenses include

[ R e

cost of goods sold, administrative expenses, selling expenses and financial expenses.
Increase in expenses will decrease owner’s equity.

* Profit

The Profit is the operating result of enterprises in a certain accounting period.
The profit can reflect the opertating achievement and profit — making ability of an en-
terprise in a definite accounting period, and the input — output efficiency and econom-
ic benefit of enterprises. It makes easier for investors and creditors to predict profit,
comment on enterprises’ operating performance and make correct decision. Profits in-
clude net balance between revenue and expense, gain and loss directly recorded in the
current profit.

% Account Equation

The relationship between the accounting elements can be expressed in a simple
mathematical form known as the accounting equation:

Asset = Equity = Liabilities + Owners’ Equity

The accounting equation reflects the relationship among assets, liabilities, and
owners’ equity. Assets appear on the left side of the equation. The equity (liabilities
and owners’ equity) on the right side of the equation shows the legal and economic
claims against the assets. The two side of the accounting equation must be equal.

In order to show that the owners’ claim to business assets is residual, if liabilities
on the right side of the equation are transferred to the left side of the equation, the
accounting equation can also written in following way.

Assets — Liabilities = Owners’ Equity OR,
Assets — Liabilities = Net Assets

On the basis of the accounting equation, the financial position and the operating
result of a business can be recorded and reported to the interested users of the account-
ing information.

In addition to the accounting equation above, net income or net loss will affect
the owner’s equity. According to the income statement, we can learn the relationship
between revenue and expense:

Net Income(Net Loss) = Revenues — Expenses

Net income or net loss will affect owners’ equity.



