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i Chapter |
" The Term and the Sentence
of Electrical Finance and
Accounting
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Unit 1 The Accounting Law System
B1Yoc AR

1. The accounting law system of our country mainly
consists of three parts, which is the Accountancy Law of
the People’s Republic of China, the enterprise accounting
system issued by the Finance Department and other regula-
tions concerned.
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2.The current Accountancy Law of the People’s Re-
public of China was issued on October 31, 1999.
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3. The Accountancy Law is the rule which should be



generally complied with in accounting practice.
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4. The Accountancy Law of the People’s Republic of
China is made up of seven chapters: General Provisions,
Accounting Computation, Special Provisions on Account-
ing Computation of Companies or Enterprises, Accounting
Supervision, Accounting Organs and Accounting Person-
nel, Legal Liabilities and Supplemental Provisions.
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S. The Accountancy Law is enacted for the purpose of
standardizing accounting behavior, ensuring that account-
ing data is authentic and complete, strengthening econom-
ic and financial management, improving economic results
and safeguarding the order of socialist market economy.

£t WEKEMBRTT R, RIEFBRELN
ST, RS EHAMSEE, REEFNE, fPis
FXTHEFEF

6. State organs, associations, companies, enterpris-
es, institutions and other organizations must abide by the
Accountancy Law in handling accounting affairs.
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7. The person responsible for a unit shall ensure the
authenticity and completeness of the accounting work and
accounting data.
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8. No unit or individual may incite by any means,
instigate or forcibly order accounting offices or accounting
personnel to forge or alter accounting vouchers, account-
ing books and other accounting data or provide false finan-
cial and accounting reports.
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9. No unit or individual shall resort to prosecution
and retaliation against the accounting personnel who per-
form their duties in accordance with the law and oppose
any violation of this law,
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10. The financial departments of the State Council
takes charge of the accounting work throughout the coun-
ty. The financial departments of local governments at or
above the county level administer the accounting work of
their respective administrative areas.



% B MBERI T E B2 ESH LE, B & Ry
#HARBUN W BT 18 B AT X AN &I T,

11. The state shall practice a uniform accounting sys-
tem, which shall be formulated and promulgated by the
financial department of the State Council in accordance
with the Accountancy Law .
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Unit 2 The Main Financial Statements

F2or MHMERER

12. The main financial statements include a balance
sheet, a profit and loss statement and a cash-flow state-
ment. They should be drawn up at the end of each month,
quarter or year in accordance with various accounting peri-
ods.
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13. The balance sheet is an accounting statement that
reflects assets, liabilities and owner’s equity of an enter-
prise at a specific date. Its mainly functions are to ex-
plain, evaluate and predict short-term and long-term sol-
vency, capital structure and the operating performance.
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14. The profit and loss statement is an accounting
statement that reflects the operating results of a business
within a certain accounting period. Its mainly functions are
to explain, evaluate and predict the operating results and
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profitability, to help the management make operating de-
cisions and evaluate the operating performance.
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15. Cash flow statements are to show the inflows and
outflows of cash and cash-equivalents during a certain ac-
counting period arising from operating, investing and fi-
nancing activities of an enterprise. The main problems
meant to solve include the amounts and sources of cash in-
flows of the enterprise during the period, the amounts and
uses of cash outflows, the changes in balances of cash
and cash-equivalents during the period, and deforming
whether the result is net increase or net decrease.
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Unit 3 The Budget Management
B3Pt Bl B H A

16. In general sense, budget can perform four func-
tions: (1) Coordination (2) Communication (3) Moti-
vation (4) Control.
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17. The accountant can compare the actual operating
results with the planned performance established in the
budget, analyze the difference between them, and report
it and corresponding analytical conclusions to the related
management level.
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18. Overall budget covers the whole process of plan-
ning and controlling, which includes both long-range and
short-range plans and the various functional budgets and
the divisional budgets inside the organization.
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19.The strengthened budget management is an impor-
tant part of the financial management.
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Unit 4 The Main Accounting Policy I
Hagor EESUBCR (—)

20. Accounting is a service activity designed to accu-
mulate, measure and communicate economic data about
organizations.
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21. Managerial accounting deals primarily with the
internal accounting functions of cost finding, planning,
control and performance evaluation.
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22. Financial accounting is concerned with reporting
to external users an organization’s financial situation and

its changes, and results of the organization’s operations.
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23. The boundaries of accounting are established by
basic concepts and assumptions. These concepts and as-
sumptions include the entity concept, arm’s-length and in-
dependent transactions postulate, the concept of money
measurement, the going-concern postulate.
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24. The fundamental accounting equation: Assets =
Liabilities + Owner’s Equity

BALHER: B =AM+ rEENEE

25. The primary financial statements are drawn up to
meet the needs of variety of users of financial information:
managers, creditors, stockholders, potential investors,
financial analysts, and others.
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26. The balance sheet shows an entity’s financial sit-
vation at a particular date, and it discloses the relations
between the firm’s assets, liabilities and owner’s equity .
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27. The income statement itemizes revenues, ex-
penses and net gains or losses, and show the resulting net
income (or net loss) and the amount of net eamings per
share.
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28. The funds statement reports the major sources
7O ==



