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Lesson 1
What Accounting Providg

Accounting is the set of rules and methods by which
financial and economic data are recorded, processed and
summarized into reports that can be used in making
decisions. . .o

Therefore the first step in the sequence of accounting
is the systematic recording of such data in terms of monetary
units. This process is called bookkeeping. The person
who does the job is called a bookkeeper. He is supposed
to perform the routine work of recording figures in books
of account, He must do the job faithfylly, accurately-and
meticulously, Without accurate and reliable records,
analysis and interpretations to follow would likely become
misleading.

An accountant does the more important job of designing
the accounting system and interpreting financial transactions
in the form of reports and statements, He is the persen
who furnishes the information that is useful in decision
making, ‘

Accounting information is vital to business organiza-
tions of all sizes, In a grocery store, how many bottles
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of wine to put on the shelf is decided using records that
show how many are usually sold in that store each day.
The same is true for large companies. The management
decides to build new buildings or purchase new equipment
only if their accounting information indicates that money
can be made available and that these actions will be profi-
table.

Accounting information is also needed by people out-
side of the management of a business unit. For example,
stockholders, would-be investors, bankers and creditors,
lawyers, labor unions, tax authorities and governmental
institutions are equally concerned about the financial posi-
tion of that unit for reasons of their own,

In a word, accounting provides reports that describe
the financial health of organizations. Such reports are
important because they are the basis for decisions made
about the organizations by people at all levels, both inside
and outside of the management.

Word List
accountant n. <310
accounting n. &it, £¥
bookkeeper n. Wit B, icbk R
bookkeeping n. i
creditor n. BBRA
data n. (datum gy 5 &) %K, i
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financial a. M, SR

grocery . ', 2% (F)
interpretation n. fEgyr, M
meticulously ad. fFimib, WmBOH
monetary a. AN, SR
process vt mT, &8, n B
profitable a. BERTEN, BN
routine a. H#®®, #If7e, BHRN
sequence n. KE, WFF, %5
stockholder n  BEK

summarize vt WS, A&

systematic a. HRGH, ARNN

Notes to the Text

1. make a decision et
As soon as the decision is made, we will let you know.,
— R R 4 & Al

2. in terms of
) Ri3E
The manager spoke of the accountant’s job in terms
of highpraise. ZEIEHRHHRBT LW T,

) W, kT
We trust that our product is attractive enough to your

endusers in terms of both quality and price. 148
&, RATRERRMNMETEARTRAPEESHE
5171



3) Rig
In the capitalist countries, a man’s social position is
usually considered in terms of money. AL XH
F B —MNA R SO R KR R R E R,

3. be supposed to ML, M
You are supposed to arrive at the station before five
o'clock.  f#RRi%FES S RTEING .

4. The same is true for large companies. X} K2R
&5 hE—F,
The same g HtAb#E RTR M4 Ko

5. would-be a. ¥BEE:HH), BB N
The teacher helps the would-be interpreters (to) improve
their spoken English. BN OFENARE
0iEKE, R

6. be concerned about 3%, = concerned &3 E£45iE, fF

FEBR.

The leaders at all levels are concerned about children’s
education and health. Z L4 SFRXLILEREFTHR
BERE.

Supplementary Reading Material
Financial Accounting ( %% £it) and
Managerial Accounting (#EE£&it)

.+ As we have already m.ntioned, one of the most impor-
tant functions of the accounting process is to accumulate
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and report accounting information that shows an organiz.
ation’s financial position and the results of its operations.
Many businesses publish such statements at least annually.
The subdivision of the accounting process that produces
these general-purpose reports is referred to as financial
accounting.

Anether major function of accounting is to provide
management with the data needed for decision making
(o) and for efficient operation of the firm. Although
management people routinely receive the financial reports,
they also require various other information, such as the unit
cost of a product (F=i 8 A), estimates of the profit
earned from a specific sales activity, cost comparisons of
alternative courses of action and long-range budgets ( %
BM). The process of gererating and analyzing such
data is often referred to as managerial accounting. Empha-
sis on this area of accounting has increased in recent years
as a result of the implementation of computers and sophis-
ticated quantitative tools ( RIRHKIFRIE ).

Exercises

1. Answer the following questions:
1) What is accounting? What is bookkeeping?
2) Give a definition of a bookkeeper.
3) How does a bookkeeper do his or her job?
Why must he or she do so?



4)
3)

6)

What does an accountant do?

Why is accounting information vital to business
organizations of all sizes? Why is it also needed
by people outside of the management of a business
unit?

What does accounting provide?

. Put the verbs in the proper tense and voice:

1)

2)

3)

4)

3)

6)

7

A large portion of the information that a busine<s

manager needs (derive) from accounting
data.

The ability to analyze and use accounting data
helps managers (accomplish) their
objetives.

A major function of accounting is
(provide) periodic reports t0 marage's, OWNers,
and outsiders.

Financial statements (prepare) at least

yearly, but it is also customary __(prepare)

them quarterly or monthly.

Accounting is an information system
(necessitate) by the great complexity of modern
business.

Accounting is the recording, classifying, summar-
izing and interpreting of these activities that

(can express) in monetary terms.

Here (enclose) are the catalogue and



price-list for which you (ask).
8) An invoice is an itemized statement of goods

(sell).
9) A check is a written decument, (sign)
by an authorized person, (direct) the

bank to pay a specified amouit of money to a desig-
nated party.
10) The clock card, or in-and-out time card,
(use) (record) the total time an
employee stays for work in the plant.
. Give the English equivalents of the following:

1) &t 8dE, £9ir 2) iR, £UER

3) &gt 4) SEE, SHRA
5) &it#sg 6) EF&I
7) St RE 8) M5 iki
9) bk 10) Mk

. Translate the following sentences into English'

1) il AH RO SRR OER, DEXF
IAERI AL Ao

2) kP RARICR —ANMSEIT R — AR5 MHFEL,

3) 1T ARUES & EFICEMSHHE.

4) MHIEFBERT D STHER,

5) #F7F U (audit) THEMA R HHIE, (auditor)

6) SUIMEE T — BRI H KBRS L & &
S 223t f ., (certified public accountant or
CPA)



Lesson 2

Accounting Entity and Accounting Equation

An understanding of the entity concept and the account-
ing equation are basic to your study of accounting.

The Entity Concept: Each set of accounting records
focuses on a specific organization. Transactions are re-
corded from the viewpoint of that specific unit only. Each
unit or organization for which accounting records are main-
tained is a separate accounting entity. A bank is an ac-
counting entity. A grocery store that has borrowed mor.ey
from that bank is another accounting entity. The loan
from the bank to the grocery store is recorded in the ac-
counts of both entities, but from differing points of view.
To the bank the loan is a receivable; to the grccery store it
is a payable. It is even possible that the bank and the gro-
cery store could be owned by the same person, but for ac-
counting purposes they are separate entities and have se-
parate sets of accounting records.

The Accounting Equation: Every accounting entity
has three basic elements, i.e. assets, liabilities, and owner’s
squity.

The assets of a business are everything of value held



by the business. Cash, land, buildings, equipment, furni-
ture and fixtures are examples of assets.

The liabilities are debts owed by the business and re-
present the creditors’ claims against that unit. Accounts
payable, notes payable, and wages owed to employees are
examples of labilities.

The owner’s equity, or capital, or net worth as is
often called, represents the excess of total assets over total
liabilities, or the owner’s claims against the business.

Thus, the accounting equation reads as follows:

Assets = Liabilities + Owner’s Equity (Net Worth)

This basic Accounting Equation holds true and ex-
presses the financial position of any business entity at all
times. Accordingly, all accounting techniques are built
on this basic equation: A =L + OE

Word List

accordingly ad. A, o

asset n. B

capital n. "X

cash n. né&

claim n. i, I, BR
concept n. i

employee n. BR

entity n. ik, Mk

accounting entity £ EE, SN



# D4 t b £
equation n. Ty, %, X, HE
accounting cquation &3t ER
equity S O 2w, 7
owner’s equity ~ © ¥ R, b E~H
excess n. e
fixture | oo #E, #B(EHEH)
focus s TR BE, &N
liability n. ki
loan n. B, K
maintain V. By, %%
net worth P
note n. RiE
payable n. NN KH a. MEAH, FZAH
represent vt e

separate a. £ By, MRy vi. BE, 5FF

Notes to the Text

1. for which accounting records are maintained
XR—ABEEZEND, ERENMABEGXARA
REEA which, #in.

1) Allitems for which we have quoted are made from
best quality leather. {H7E & —B&R U AL
Bt B L0 B ATR that, (BRI IRE £
—, FL LGSR,

2) All items that we have quoted for are made from
best quality leather.
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it is even possible that . . . 7] that 5| S 89 & — 4517
MWAD, s, EREEWET, XHARMND
SAE T RRTE. TR ERR R £E,.
claim n,

1) &8
THFHAW Y claim %,
ledge, file, raise, issue, put in, bring up, lay, make
etc.

2) MR, R (FER A ESR ) , o the
claims against customers that owe money X}
RIAE P B

payable a. ZFEMEEENEREH. #l,

1) The freight payable for Hamburg is often lower
than that for Rotterdam.

2) Please remit by TT the amcunt payable.

as is often called FEAXOFr as Jy & N,
as fEXCERHY, TRE—- P ARSI T,

1) He is careless, as is often the case. (zs {44 he is
careless x—Pi& ) as EMAHIEEE, BIS
i E A S SRR B R A B

2) Their products are sold at a much lower price,
as is mentioned in our previous letter.

6) hold true = hold good &, B (hold KER
Bhid ) _

The contract still holds true.
This rule holds trye in every class.
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