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Project 1 Accounting

Situational Dialogues

Dialogue 1

Situation . Mr. Deng is the recruiting manager of Anhua Sanitaryware Co., Ltd. , and

Miss Hu is one of the applicants who want to get the job of being am accountant in

Anhua Company. Now Mr. Deng is interviewing Miss Hu.

D.

H.
D
H.

ar il

T O - O

Mpyr. Deng H. Miss Hu

Good morning, Mr. Deng.

Good momning, Miss Hu, could you introduce yourself briefly?

Sure. My name is Hu Jiagi. I graduated from' Wuhan University this year, and my
major is accounting. In my four years’ study, I have learnt a lot about computer and
accounting, and I got an accounting certificate last year. What is more, people
around me consider me as a patient and quiet person.

. That sounds good. Do you have any experience of being an accountant?
. Sorry, as a fresh graduate, I don’t have any full-time working experience, but I

conducted my internship in a company which produces children’s clothes. I learned a
lot of knowledge of accounting for I helped the accountant finish some daily
accounting work there.

: How long did your internship last?
: 3 months. As a matter of fact, I did such work in my sophomore and junior years’

summer holidays.

: That’s very good. So do you know about GAAP?

: Yes, GAAP means Generally Accepted Accounting Principles.

. Can you explain it in details?

. Sure. GAAP is a set of standards that are generally accepted and practiced in

accounting profession. It includes twelve principles: economic entity concept, cost
principle, going-concern concept, accounting period assumption, materiality
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Project 1 Accounting

concept, monetary unit assumption, matching principle, conservatism principle,
adequate disclosure principle, revenue principle, objectivity principle, and
consistency principle. ‘

=)

. Terrific! And my next question, why do you want to work here?

H. Before delivering my resume, I made some researches about your company. I found
that your company has good reputation and high integrity, and I think your company
can offer its employees good development prospect.

D: You are a smart girl. OK, that’s all for the interview. Do you have any questions?

H: Yes. I want to know whether there are any training programs for employees.

D: Of course. Our company holds training programs every year, and for new employees,
we have a special pre-job training program.

H:. That's perfect. Thank you very much, Mr. Deng.

D: You are welcome. See you.

H. See you.

' Notes;

(1) briefly: in a concise manner; in a few words ] 22l

(2) graduate: receive an academic degree upon completion of one’s studies )\l

(3) certificate; a document attesting to the truth of certain stated facts k{3

(4) internship: an internship is the position held by an intern, or the period of time
when someone is an intern  5£2J

(5) sophomore; a second-year undergraduate K*g 4EY 74t

(6) junior: a third-year undergraduate K% =4E9 ¢4

(7) Generally Accepted Accounting Principles: the common set of accounting
principles, standards and procedures that companies use to compile their financial
statements = — 2 IAE R i

(8) integrity: moral soundness {5

(9) prospect: the possibility of future success Hij 5t

(10) pre-job training program: the training program which is organized for newly

recruited personnel i fij 5 )l| |

Dialogue 2

Situation . Miss Hu has become one of the accountants in Anhua Sanitaryware Co. |
Ltd. after a tough interview. And now she is discussing some accounting issues with
another accountant Mr. Zhu.

H. Miss Hu Z. Mr. Zhu E
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1 Situational Dialogues

H: Good morning, Mr. Zhu.

Z. Good morning, Miss Hu. How are you doing these days?

H: Fine, thanks. What about you?

Z. Great. By the way, how is your work going along?

H: Quite good. May I ask you some questions?

Z. Sure, go ahead.

H: We all know that accounting elements include six elements: assets, liabilities,
owner’s equity, revenue, expenses and profit, but sometimes I get confused about
asset elements and expense elements. Do you have such confusion?

Z. Hum, Tll show you the definition of assets. OK, look at my computer’'s screen:
assets are the resources which originated from past transactions or events and which
are owned or controlled by the enterprise. These resources are expected to bring
economic benefits to the enterprise.

H: I know its definition. I also can find the expense element’s definition from the
computer: expenses refer to the outflow of economic benefit arising from selling
goods, providing services and other everyday economic activities. However, when
dealing with specific cases, it is hard to decide the fund’s categories.

Z. For example?

H: There is a company which produces children’s toys. In order to promote its products,
this company made a cartoon and this film got a distribution license and copyright
registration. So my question is, does the fund expending on making the film belong to
asset elements or expense elements?

Z. 1 think it belongs to expense elements.

H: Why? Doesn't this film belong to inventory?

Z. 1 don’t think so. The company’s purpose of shooting this cartoon is to promote sales,
instead of getting profit from selling this film’'s copyright,  distribution right and
showing right. Therefore the fund spending on the cartoon should belong to the
advertising expenses.

H:. Oh, I see. Thank you very much, Mr. Zhu.

Z: You are welcome.

’ Notes ;

(1) accounting elements: the basic items of accounting and is also the basic elements of

financial statements it %

(2) asset: the assets of a company or a person are all the things that they own ¥/
(3) liability; an obligation to pay money to another party; a company’s or organization's
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Project 1. Accounting

liabilities are the sums of money which it owes i {if

(4) owner’s equity: the amount of ownership an individual or company has in an asset
e &AL 4

(5) confusion; a mistake that results from taking one thing for another %fz%

(6) transaction; the act of transacting within or between groups ( as carrying on
commercial activities 7325

(7) distribution license; a license which permit something such as films, dramas to be
released %47V Rl ik

(8) showing right. a right for showing something such as films, dramas, plays and so
on JHMAL

Dialogue 3

Situation : Pan Hong is one of the accounting interns in Anhua Sanitaryware Co. |,
Ltd. Miss Hu is the accountant of this company. Now Miss Pan is asking Miss Hu some
questions about accounting equation.

P. Miss Pan H. Miss Hu

. Excuse me, Miss Hu, may I ask you some questions?

. Sure, go ahead.

. Could you tell me what is accounting equation?

. Yes. But first you have to know the definitions of asset, liability and owner’s equality.

. Er, asset refers to resources with economic value that a corporation owns or controls
with the expectation that it will provide future benefit.

: That's right. What about the other two?

P. Liability refers to a company’s legal debts or obligations that arise during the course

of business operations. Liabilities are settled over time through the transfer of

economic benefits including money, goods or services. And owner’s equity is the

oo om

e

owner's rights to the assets of the business.

H. Perfect. So the accounting equation is that liabilities plus owner’s equity equals
assets. For a company, this is also called net worth or shareholders’ equity or net
assets.

P. Thank you very much. Can you list some examples?

H. Certainly. For example, if company home is worth $ 200,000 and the owner owes
the bank $ 150,000, the owner’s equity is $50,000. This is the basic equation in
accounting.

P. I see. Thanks again.

H: You are welcome.
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2. Technical Terms and Expressions

’ Notes:

(1) accounting equation; the basic accounting equation, also called the balance sheet
equation, represents the relationship between the assets, liabilities, and owner’s
equity of a business. It is the foundation for the double-entry bookkeeping system
£t

(2) economic value; the amount ( of money or goods or services) that is considered to
be a fair equivalent for something else 2 {

(3) shareholders’ equity: the residual interest in the assets of an enterprise after
deducting all its liabilities; also known as owner’s equity /% %< f3%

(4) net assets: total assets minus total liabilities of an individual or company; for a
company , als.o called owner’s equity or shareholders’ equity or net worth 5% />

2. Technical Terms and Expressions

accounting £if2#

bookkeeping {ific

financial accounting = 444>
managerial accounting 4 i}
flexibility R %1

creativity @17 1

guideline &5 4t

methodology /7ikit

accounting principle £/l
accounting period £xit4r

cash basis & W f] il

accrual basis 5% % A4 ffil
conservatism principle 442 Ji 1)
objectivity principle 7% 4 5
materiality principle 8 4 50|
consistency principle - — {4 5]
historical cost principle Hj 5 i 4< J51 0l
accounting convention 21 {4
accounting standards £ i1EN]
accounting assumption £xi{Ei%
accounting elements £t #EE
accounting equation 231145t

pE 005



Project 1 Accounting

- 3. Exercises

(A) Sentence Translation

(a) Directions: Translate the following sentences into English, using the phrases or
patterns given in the brackets.

(1) Faf@E)5 0 ( conservatism prineiple) /2 & THE ARG B4 55 ¥ — R EES
RN,

(2) VIMifE R, 2= Ul ( cash basm)ﬂél_ﬂ? MR T LA R R W K HLIE T
IR,

(3) i BT R Ak A% e 22 1A% T {8 A 28 B8 0 7 52 R AR 1144 J5 W) (historical cost principle )
ZHI T ARA N i

(4) FFEe2 R ( going-concern assumption) AJ2 [ S A S i) B HE AL, ER=TA
A1 A (R A e [R) SRl

(5) Frifay 25 (i (double-entry bookkeeping) R 4t, EEiZE#H%H‘J%ﬁﬁJ
KRR, A B 5 5 AR M A &R

(6) 2iH45EiE(accounting documents ) J2ic 5250l 55 B9 LAl , B T # M pss ﬁ‘$
T,

(7) Hiﬁ 1% % (accounting elements ) 24§ SHBEMY R EARNZ, R

MG B R A B A HE SR 454

(8) *EE‘I‘EB"'J, BE AN P RS e A AL, 1 £ £t ( lability ) | B AS AT B 1Sk
Tyl

(9) 5= fifii e e kAR 21146 5K (accounting equation ) il Jy 2\ 7] $4EHE & SR IR 19 F-B .

(10) fFEHARMEGEM IR | 2RI (accounting assumption) | 23R4 T
2T PR AR ‘

(b) Directions: Translate the following sentences into Chinese.

(1) You might have brought in investments or something by borrowing money, so the
investment—the combined investment and liability could be very volatile.

(2) As a general principle of accountant check, conservatism principle provides a
favorable tool for enterprises which can deal with uncertain factors and reduce
risks.

(3) The Objectivity Principle requires business transactions and financial statements to
be based upon objective and verifiable evidence.

(4) To ensure the implementation of the consistency principle, the fund management
companies shall establish relevant internal control mechanisms.

(5) The monetary measurement assumption and the historical cost principle of
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3. Exercises

traditional accounting have been undermined unprecedentedly by environment
problem.

(6) For each threat, you should assign ratings of risk impacts for each asset.

(7) As a rule, consumers look for the best values for what they spend while producers
seek the best price and profit for what they have to sell. '

(8) But despite their diversity, such benefits have one thing in common: They all
eventually lead to higher revenue or reduced costs.

(9) The government should issue clear guidelines on the content of religious education.

(10) Our methodology starts with product and component evaluation.

(B) Role Play

Situation 1 Li Xia is a teacher of Xinhua Accounting Training School. And her
colleague, Sun Xin, is a new teacher here and he is going to conduct his first class
which aims at teaching students the Generally Accepted Principles in accounting. Now
they are discussing the specific details on the teaching methods of this class.

Situation 2 Hongda Company Limited informed Jiang Xin of taking an interview of
aiming to recruit a new accountant. Now the interviewer Mr. Jiang is conducting the

interview with the applicant Li Jia.

Situation 3 Hu Jia and Li Jun are accountants of Pingcheng Company. Now they are
discussing the accounting elements with each other. :

P 007



Project 2 Financial Statement Analysis

Situational Dialogues

Dialogue 1

Situation . Mr. Li is the loan officer of Industrial and Commercial Bank of China, and
now he is making a field survey about Anhua Sawitaryware Co., Ltd. The company’s
accountant Miss Hu is showing him the balance sheet of last year.

H. Miss Hu L. Mr. Li

H: Mr. Li, this is our company’s balance sheet of last year. Please look it over.

L. OK, thanks.

H. Please take your time, and I welcome your questions at any time.

L: Well, Miss Hu, could you introduce some details about this table for me?

H:. No problem. From this sheet, you can see that our company’s total current assets

et

H.

were ¥3, 762, 000 while our fixed assets were ¥4, 388, 000. Meanwhile, the total
liabilities were ¥3, 360,000 including current liabilities which were up to ¥627, 000
and fixed liabilities that were ¥2, 733, 000. Therefore, the gearing ratio was 41%.
What do you think of this ratio?

. I think it is acceptable to us. This data means that your company has strong debt

paying ability, and this index is one of the most important consideration factors on
deciding whether your company can get loan from our bank.

. I totally agree with you. Are there any other problems?
. Yes. It seems that the sources of the current assets are not very abundant. From this

sheet, I can just find three items. cash at bank and on hand, account receivable and
inventories.

Well, although we do not have many sources, our current assets are very steady for
the amounts of cash and inventories take up nearly 70% of the total current assets.
As a matter of fact, our company is trying its best to expand the sources of the
current assets.
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1. Situational Dialogues

o=

4
(1)

(2)

(3)
(4)
(5)
(6)

(7)
(8)

(9)

: That sounds good. By the way, could you show me around the facilities of your

company later? I want to examine the fixed assets in detail.

: Sure. After we have finished looking over the balance sheet, I will take you to our

factory.

. Great. Sorry, but there is another question for you.
s Go ahead.
. The undistributed profits did not increase a lot. At the beginning of the year, it was

¥250,000, and at the end of the year it was ¥278,500, so the percentage of its
increase is 11. 4%. According to the recent economical situation in China, I don't
think that this is a good figure.

: This is really a problem. But in fact, it is also not a bad figure.
: OK, I will discuss this issue with the head of your company. So now, can we go to

visit the factory now?

. No problem, this way please.

Notes :

loan officer: people who work for banks and other financial institutions with the

main objective to recommend individual and business loan applications for approval
(ERAA

field survey. collecting and gathering information at the local level by conducting

primary surveys S<iflifi A

balance sheet; a written statement of the amount of money and property that a

company or person has, including amounts of money that are owed or are owing

v ik

current asset: any asset reasonably expected to be sold, consumed, or exhausted

through the normal operations of a business within the current fiscal year or

operating cycle i 0% /™

fixed asset. also known as “tangible assets” or property, plant, and equipment, is

a term used in accounting for assets and property that cannot easily be converted

into cash  [& 5% >

gearing ratio: a general term describing a financial ratio that compares some form of

owner’s equity (or capital) to borrowed funds FIFF EL#%

debt paying ability: a company’s ability of repaying debts f={iifiE /J

account receivable: any amount owed to a business as the result of a purchase of

goods or services from it on a credit basis 1 i 5k

inventory : a“company’s merchandise, raw materials, and finished and unfinished

products which have not yet been sold 7%

e 009



