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PREFACE

This book is a revised edition of “English Textbook
For Accountants”,which had been published in 1984 and
reprinted in 1987. Several lessons are updated to reflect
the recent development in accounting practices in U. S.
A. and two additional lessons in the field of managerial
accounting are presented. '

For every lesson in this book; in addition to the
notes and reference version,a reading material and some
exercises (questions and problems)are provided so as to
extend the field of accounting knowledge related to the
text and enhance the reading and practicingvability of the
readers. Their contents constitute a skeleton of the basic
concepts and fundamental procedures of accounting. The
purpose of studying this book is to help accountants and
students in the Institutes of Economics read English
accounting literatures and deal with accounting work in
English.

I like to express my deep gratitude to Professors
Gong Qing-hao and Xie Shu-sen,Shanghai Universify of
Finance and Economics, and Professor Jiang Xi-he,
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-

Shanghai Foreign Languages Institute, for their
constructive comments and suggestions given to me in
the course of writing this book. I am also particularly
grateful to the editorial department of Li Xin Accounting
Publishing House, for their great support to the
publication of this revised edition.

‘ There may still be a number of shortcomings and
errors in this book. Thanks will be due to those readers

giving their criticisms and corrections.

_Chang Xun
October 3,1991
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LESSON ONE

ACCOUNTING : AN INFORMATION SYSTEM

Accounting is an information system necessitated by

the great complexity of modern business.
t One of the most important functions of accounting
is to accumulate and report financial information that
shows an organization’s financial position and the results
of its operations. In today’s society, many persons and
agencies outside of the management are involved in the
economic life of a business. For example, stockholders
must have financial information in order to measure
~management’s performance and to evaluate their own
holdings. Potential investors need financial data in order
to compare prospective investments. Creditors must
consider the financial strength of a business before
permitting it to borrow funds. Also, many laws require
that extensive financial information be reported to the
various levels of government. Businesses usually publish
such financial reports at least annually. The subdivision
of the accounting process that produces these external

reports is referred to as financial accounting.



Another important function of accounting is to
provide management with the data needed for decision
making and for efficient operation of the business. The
process of generating and analyzing such data is often
referred to as managerial accounting. Emphasis on this
area of accounting has increased in recent years as a
result of the implementation of computers and

sophisticated quantitative tools.

New Words, Phrases and Special Terms

. (1) accounting (a. ) ’ Zit. &it¥
(2) information system BRELH
(3) necessitate (v.z.) ERHLFT
(1) complexity (n.) M4
(5) modern business A
(6) function (n.) : B, m
(7> accumulate (v.2.) %4
(8) financial position %R
(9) result (n.) #HR AR
(10) operarion 728 RE
(11> agency (n.) ik, LA
(12> involve (in) (v.t.) fEEA
(13) stockholder (n.) BH
b 'performance (n.) TER SR, 5
(15> evaluate (z.t.) : WA
(16> holdings (».) C¥ F Z %0 AR LR AR



(17) potential (a.) By, AT RERY

(18) investor (n.) BHE ‘
(19) financial data A Wt % ¥U4E (data £ datum g5 50
(20) prospective (a.) FARYT . R FRY '
(21) creditor (m.) G ON

(22) financial strength Wt %k h

(23) fund (n.) R

(21) extensive (a.) IiZHY

(25) financial report W% mE

(26) annually (adv.) B

(27) subdivision (x. ) ' G2

(28) accounting process £itid 2. &t dEFE
(29) financial accounting W % &t

(30) decision making by

(31) managerial accounting B4t

(32) computer (;.) BHFiTE

(33) sophisticated (a.) REHAY , = LAY

(34) quantitative ¢a.) BB . R/

Notes to the Text

1. Accounting is an information systém necessitated by the great complexity
of modern business.
A EIREE necessitated by« #% i @) 9 248 an information system.

2. One of the most important functions of accounting is to accumulate and
report  financial information that shows an organization’s financial
position and the results of its operations.

(1) REXE X4 to accumulate and report financial information-«

PR RIE.



&) EL“‘E%%W* EH?E%WV?J that 3] %Y 7 & M 6] 18 i financial
information.
3. Creditors must consider the fmancnal strength of a business before
fermitting it to borrow funds.
(1) 3% iREIE permitting it to borrow funds H {E4-if] before ) iE,
(2) 3438 permitting (I E S RIFP, Bif it é‘J%h%ET/:Eit%mn o
. borrow funds. '
4. Also, many laws require that extensive fznanczal information be reported
to the various levels of government.
(1) F BB require AR IFR %1 that 51 FAI N H],
(2> X—E1E N8 Fi7i1818 515 be reported BT {HiES , HATAY should
CIE={ "¢

Reference Version

£it—MERRE

SHBRHETRALUAE KT AUTR Y LENEERE.

St REEREZ — 8 BRARS M T8 — AR 5458
LEMBOMBSEE EL S SR REEYBINEEIFE AL
A B 5 2 T L B B AR T 5 R BB 24 R b RN T O A A B Y
by, S ABUSHE 515 B B EE N T XA E R R B E
W5 M08 B AZE S i e L Rk Z BT, LAH R FE LW 557 T
B 2R mEER Al S REF RS ZAM S .0 ALEEE
SEBEMAMIEM S E 2T TIETBRERL R SMEEG L,
M AM S,

2B A EERERAEELRREARNTEBE CUFH

HIBR, ERA S X KR EN L BRERAEE ST . EFEK . TFRT
ﬁ%m*ﬂ%i’ﬁﬁﬁlﬁé’aﬁm SN -FBCENZHEMR.

READING MATERIAL
Generally Accepted Accountmg Prmclples

To be useful, financial accounting information must be



assembled and reported objectively. Those who must rely on
such information have a right to be assured that the data are free
from bias and inconsistency—whether deliberate of not. For this
reason, financial accounting relies on certain standards (HER|)or
guides (357 that liavéprdved useful over the years in imparting
economic data. These standards are called generally accepted
accounting principles (k21 JEM). They are closely related to .
experience and practice and may change over time. Various

terms, such as principle, standard, assumption (Bi%),convention
(81> ,and concept (#:£:),are often used to describe such guides.

The most fundamental concepts underlying the accounting
process are ;

Accounting Entity (£} 3 k) ,Each business venture(#)b) is a
separate unit,accounted for separately.

Going Concern (3% & 2 &), The assumption is made in
accounting that a business will continue indefinitely.

Measuring Unit (it & # {1 ). Conventional accounting
statements ({54 4x1+##) are not adjusted for changes in the value
of the dollar.

Accounting Period (£ it #1 /). Accounting reports are
related to specific time periods, typically one year.

Historical Cost (Js i 4), Assets are reported at acquisition
price (Ui #8) and are not adjusted upward.

Objectivity (W), Whenever possible, accounting entries

must be based on objectively determined evidence.
Exercises

Answer the following questions ;



o)

(2>

3

€Y,
(5

Explain why accounting is a necessitated information system in modern
business.

Name some outside groups that may be interested in the financial data
of a company. )

What are the major functions of accounting?

Define “financial accounting” and “managerial accounting”.

State the most fundamental concepts underlying the accounting process.



LESSON TWO

TWO BASIC FINANCIAL STATEMENTS

There are two basic financial statements: the ba-
lance sheet and the income statement.

The balance sheet is a listing of a firm’s assets,
liabilities and owners’ equity on a given date. It is
designed to portray the financial position of the
organization_ at a particular point of time. The income
statement lists the revenues and expenses and presents
net income (or net loss) amount for a particular period.
It is designed to portray the operating results for a
period of time. Operating results summarized by the
income statement will be reflected in the owners’ equity
on the balance sheet at the end of that period. For
vearly statements, the complementary relationship

might be shown graphically as follows;

Dee. 311991 Year 1992 Dec. 31.1992 Year 1993 Dec. 3111993
Balance Income Balance Income Balance
Sheet Statement Sheet Statement Sheet

Financial statements are prepared at least yearly,
but it is also customary to prepare them quarterly or

7



