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Fundamentals of Accounting English
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Accounting and Accountants
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H:
P:

H=Helen P=Peter

Accounting is a highly technical field,isnt it?

In a sense, it is. However, everyone of us uses accounting
knowledge or practices accounting activities on an almost
daily basis. Simply put,accounting is a widely used means
by which we describe and measure the results of economic
activities. Nearly all the people in the business world use
accounting terms to describe economic activities and
use accounting knowledge to manage their businesses.
Therefore, accounting is referred to as the “language of
business. ”

What’s the difference between bookkeeping and
accounting?

Bookkeeping is only a small part of accounting, and
probably the simplest part,for it is simply the recording of
transactions,and generally it is mechanical. On the other
hand, accounting includes not only the recording of
economic data, but also the design of accounting systems,
interpretation of accounting information, auditing, tax
planning ,accounting analysis, forecasting , etc.

That means being an accountant is much more difficult
than being a bookkeeper,right?

Right. One can become a proficient bookkeeper in a few
months and even in a few weeks while it takes quite a few
years’ efforts to become a qualified accountant.

It’s not an easy job for accountants to provide correct and
useful financial information.

It’s not easy. Accountants should provide financial
information not only to internal managers of the
enterprise, but also to stockholders, suppliers, purchasers,
government and other stakeholders. When you want to
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decide which stock to buy, you refer to such financial
statements as the balance sheet and the income statement .

which are the results of accountants’ efforts.

: The accounting system must be very complex,right?

Perhaps it is complex to beginners, but its fundamental
principles are simple. Generally, the accounting system
consists of three basic steps,namely data recording, data
classifying and data summarizing.

Does data recording refer to bookkeeping we talked about
just now?

Yes. Modern enterprises often have frequent business
transactions, and thus abundant and complex data. In
general, unclassified or unprocessed data are useless to

economic and management decision makers.

: Sometimes economic data of the individual have to be

processed ynot to mention those of the enterprise.
H=i8{¢ P=>H#%E
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: How many kinds of accounting are there?

Accounting can be of many kinds according to different
classifying criteria. On the basis of accounting
information, we generally have financial accounting,
management accounting, and tax accounting. Of these,
financial accounting is most widely used,and it provides
the foundation for both management accounting and tax
accounting.

: Then,how can we classify accountants?
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According to the field in which accountants are employed .
accounting can be divided inte public accounting.
accounting for private businesses, and accounting for
governments and nonprofit organizations.

Do those involved in public accounting refer to whom we
often call certified public accountants?

Not all CPAs,namely certified public accountants,work at
public accounting firms. Here by public accountants, I
mean those CPAs who work at the public accounting
firm.

I see. What services does the public accounting firm
provide?

Auditing , income tax planning ,management consultancy .
etc. Auditing is the principal responsibility of CPAs. CPAs
issue the auditing report after examining the company’s
accounting records, financial statements and relative
evidence. The CPASs’ signature is treated as an important
assurance of the quality of accounting information by users
of the company’s statements.

Auditing is really important. Without it. economic
activities wouldn’t be so orderly. Does the income taxes
service of the public accounting firm help businesses pay as
little tax as possible?

Yes. This service helps the business reduce the payment of
income taxes in a lawful way. So it is required that CPAs
have extensive knowledge of tax and law as well as
thorough and profound accounting knowledge.

Did you say the public accounting firm provides
management consulting services?

Yes. Many public accounting firms offer their clients &
wide array of management consulting services. They

involve various questions like What resources does the
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business have? Can the business meet its debts when they
mature? Can accounts owed by customers be collected
properly? Are inventory arrangements proper? Is the
profit level of the business acceptable? Can the business
enlarge its scale through merger? Is it necessary for the
business to change its present management information
system?

Then, what are the responsibilities of the accountants at
the private business?

Their responsibilities include the recording of transactions
and the preparation of financial statements. Some
accountants are even responsible for financial forecasting,
internal auditing and control.

Are they to design the accounting system?

Yes. Theyll have to design accounting forms,records , flow
charts, and reporting system that fit the particular needs
of the business.

Their responsibilities are really extensive and challenging.
In comparison.accounting for governments and nonprofit
organizations is easier.isn’t it?

Not necessarily. Many accountants at the government
department have even greater responsibilities. Just consider
this issue;Is accounting for the tax management service or
securities governing department easy?

Of course not.

H=iF1t P=>#H#E
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