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PREFACE (THIRD EDITION)

This edition is an adaptation based on the revision edition of
1991, Lesson One through Lesson Six in the revision edition
" have been rewritten or expanded and presented as Lesson One
through Lesson Four in this adaptation edition. Lesson 26 in the
revision edition (i. e., The Statement of Changes in Financial
Position) was omitted because of its inadequacy. New topics are
added in this edition (i.e., Lesson 25 to Lesson 27), which in-
clude “Foreign Currency Transactions”, “Translation of Foreign
Currency Financial Statements”, and “Corporate Acquisition and
Consolidated Financial Statements”; Other lessons have also
been updated and the sequence of each lesson has been changed
for the adaptation purpose.

In order to retain the features of the revision edition, this
edition is divided into two parts. The first part includes (1)
Text, (2) New words, Phrases and Special Terms, (3) Notes to
the Text, (4) Reference Version, (5) Reading Material, (6)
Exercises. In response to the requests of readers, the second
part includes (1) Reference Versions to Reading Materials, (2)
Solutions to Exercises, (3) Additional Exercises and Answers;
Matching and True—False.

Hua Xiao, an associate professor of accounting in Xiamen
University, is responsible for the adaptation work. Miss Haiyu
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Huang assisted with the preparation of this edition. I am the
final reviewer of this book. 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
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PREFACE (SECOND EDITION)

This book is a revised edition of “English Textbook For Ac-
countants”, which had been published in 1984 and reprinted in
1987. Several lessons are updated to reflect the recent develop-
ment 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 (ques-
tions and problems) are provided so as to extend the field of ac-
counting knowledge related to the text and enhance the reading
and practicing ability of the readers. Their contents constitute a
skeleton of the basic concepts and fundamental procedures of ac-
counting. The purpose of 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 from Shanghai University of Finance and E-
conomics, and Professor Jiang Xi-he from Shanghai Foreign Lan-
guages Institute, for their constructive comments and sugges-
tions given to me in the course of writing this book. I am also
particularly grateful to the editorial department of Li Xin Ac-
counting Publishing House, for their great support to the publi-
cation of this revised edition.
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There may still be a number of shortcomings and errors in
this book. Thanks will be due to those readers giving their criti-

cisms and corrections.

Chang Xun
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PREFACE (FIRST EDITION)

Lessons in this book are excerpted from the Accounting
Textbooks generally used in U. S. A. Thier contents constitute
a skeleton of the basic concepts and fandamental procedures of
accounting. The purpose of studying this book is to help accoun-
tants and students in the Institutes of Economics read English ac-
counting literatures and deal with accounting work in English.

For every lesson in this book, in addition to the notes and
reference version, a reading material and some exercises (ques-
tions and problems) are provided so as to extend the field of ac-
counting knowledge related to the text and enhance the reading
and practicing ability of the readers. ;

I like to express my deep gratitude to Professors Gong Qing-
hao and Xie Shu-sen, Shanghai University of Finance and Eco-
nomics, and Professor Jiang Xi-he, Shanghai Foreign Languages
Institute, for their constructive comments and suggestions given
to me in the course of writing this book.

There may be a number of shortcomings and errors in this
book. Thanks will be due to those readers giving their criticisms

and corrections.

October, 1984 Chang Xun
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LESSON ONE

ACCOUNTING: AN INFOR -
MATION SYSTEM

Accounting is an information system necessitated by the
great complexity of modern business. ‘

One of the most important functions of acéounting is to
accumulate and report financial information that shows an
organization’s financial position and the results of its operations
to its interested users. These users include managers, stockhold-
ers, banks and other creditors, governmental agencies, invest-
ment advisors, and the general public. For example, stockhold-
ers must have an organization’s financial information in order to
measure its management’s performance and to evaluate their own
holdings. Banks and other creditors must consider the financial
strength of a business before permitting it to borrow funds. Po-
tential investors need financial data in order to compare prospec-
tive investments. Also, many laws require that extensive finan-
cial information be reported to the various levels of government.
Businesses usually publish such reports at least annually. To
meet the needs of the external users, a framework of accounting
standards, principles and procedures known as “generally accept-
ed accounting principles” have been developed to insure the rele-
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