Unit 1

Finance and Accounting
财 会

Learning Objectives

1. To learn the basics of accounting
2. To learn about internal control
3. To have the knowledge of accounting information systems
Text A

	Accounting: The Basis for Business Decision
Accounting is the information system that measures business activities, processes that information into reports, and communicates the results to decision-makers. Accounting is not the same as bookkeeping. Bookkeeping is a procedure in accounting, just as arithmetic is a procedure in mathematics. Accounting is often called “the language of business”. The better you understand this language, the better your business decisions will be, and the better you can manage the financial aspects of living. Personal financial planning, education expenses, loans, car payments, 1income taxes, and investments are based on the information system that we call accounting.

Today people use computers to do detailed bookkeeping — in households, businesses, and organizations of all types. The process starts and ends with people making decisions. Virtually all businesses and most individuals keep accounting records to aid in making decisions.
Individuals  

People such as you use accounting information to manage bank accounts, evaluate job prospects, make investments, and decide whether to rent or buy a house.

Businesses  

Business managers use accounting information to set goals for their organizations, to evaluate progress toward those goals, and to take corrective action if necessary. 2Decisions based on accounting information may include which building to purchase, how much merchandise to keep on hand, and how much cash to borrow.

Investors  

Investors provide the money a business needs to begin operations. To decide whether to invest in a company, potential investors evaluate what income they can expect from their investment. This means analyzing the financial statements of the business and keeping up with developments in the business press — for example, 3The Wall Street Journal and Business Week.

Creditors  

Before making a loan, creditors (lenders) such as banks determine the borrower’s ability to meet 4scheduled payments. This evaluation includes a report on the borrower’s financial position and a prediction for future operations, both of which are based on accounting information. 5To borrow from a bank before striking it rich, Harold Nix probably had to document his income and financial position. 

Government 6Regulatory Agencies  

Most organizations face government regulation. For example, 7the Securities and Exchange Commission (SEC), a federal agency, requires businesses to disclose certain financial information to the investing public.

Taxing Authorities  

Local, state, and federal governments levy taxes on individuals and businesses. Income tax is figured using accounting information. 8Businesses determine the sales tax they owe from accounting records that show how much they have sold.

Non-profit Organizations  

Non-profit organizations — such as churches, hospitals, government agencies, and colleges — use accounting information in much the same way as profit-oriented businesses do.

Financial Accounting and Management Accounting

Users of accounting information may be categorized as external users or internal users. This distinction allows us to classify accounting into two fields — financial accounting and management accounting.

Financial accounting focuses on information for people outside the firm. Creditors and outside investors, for example, are not part of the day-to-day management of the company. Government agencies and the general public are external users of a firm’s accounting information.

Management accounting focuses on information for internal decision-makers, such as top executives, department heads, college deans, and hospital administrators.
	n. 簿记；登入账目

n. 算术

ad. 事实上

v. 评价，评估
n. 账目；报表
n. 债权人

n. 预言；预报

v. 用文件证明

a. 管理的；调整的 

v. 征收

a. 导向的
v. 分类




Notes
1. income tax: 收入所得税。

2. Decisions based on accounting information may include which building to purchase, how much merchandise to keep on hand, and how much cash to borrow. 基于会计信息的决定可能包括购买哪栋建筑物、手头要保留多少货物以及筹借多少资金。
3. The Wall Street Journal and Business Week:《华尔街日报》和《商业周刊》。

4. scheduled payments: 定期付款。
5. To borrow from a bank before striking it rich, Harold Nix probably had to document his income and financial position. 哈罗德·尼克斯在发家前向银行借钱时也不得不出示他的收入和财政状况的资料证明。
Harold Nix: 哈罗德·尼克斯，美国著名律师，Patterson & Roach律师所的创始人。1965年哈罗德·尼克斯开始在得克萨斯州担任律师，并在最高法院顾问委员会从事民事诉讼程序的工作，是美国审判律师协会的成员。
6. regulatory agency: 管理机构。

7. the Securities and Exchange Commission (SEC): 美国证券交易委员会。1934年根据证券交易法令而成立，是直属美国联邦的独立准司法机构，负责美国的证券监督和管理。

8. Businesses determine the sales tax they owe from accounting records that show how much they have sold. 企业根据能说明他们销售额的会计记录确定应支付的销售税。
Exercises 

I. In this part, you are required to go over the passage quickly and answer the questions according to the information in the passage.

For questions 1-7, mark

Y (for YES)       
if the statement agrees with the information given in the passage;

N (for NO)       

if the statement contradicts the information given in the passage;

NG (for NOT GIVEN)
if the information is not given in the passage.

For questions 8-10, complete the sentences with the information given in the passage.

1. The difference between accounting and bookkeeping is that the former is a procedure in the latter.

2. People will make a decision on how to do bookkeeping. And bookkeeping will enable people to make a good decision.

3. Business managers use accounting information to evaluate the return of the investment.

4. Investors will evaluate how much they can gain before they invest.

5. One has to provide his or her income and financial position to a bank if he or she wants to borrow money from the bank.

6. All organizations must face government regulation.

7. Accounting records show how much sales tax an organization owes to the government. 

8. Non-profit organizations and profit-oriented businesses are in the same way as ________
_________________________________.

9. Accounting can be classified into two fields — _______________________________ _____________.

10. __________________________________ need information in management accounting.

II. Match the Chinese versions in Column B with the English phrases in Column A. 

    Column A                             Column B 

1. financial planning           


A. 收入所得税
2. income tax               



B. 定期付款
3. financial statement                     C. 财务状况
4. make a loan                          
D. 管理机构
5. scheduled payment             

E. 财务计划
6. financial position            


F. 管理会计
7. regulatory agency    




G. 非盈利机构
8. sales tax







H. 申请贷款

9. non-profit organization  



I. 销售税

management accounting  



J. 财务报表

10. Text B
	Internal Control

On February 26, 1995, one fresh-faced 28-year-old trader 1brought a venerable 233-year-old British bank to its knees. Nick Leeson, a trader for 2Barings Bank, had bought $27 billion worth of securities on Japan’s Nikkei stock market. When the Nikkei plunged, Barings lost $27 billion and collapsed. All fingers pointed to Leeson. How could a conservative bank allow this to happen? It soon became clear that nobody was supervising Leeson’s trades. 

Leeson worked in Barings’ Singapore office from 1992 to the time of the collapse. Barings fell because it lacked internal controls. Leeson was allowed to execute 3cross trades, transactions in which he acted as both buyer and seller. Leeson’s transactions were not 4at arms’ length, where the seller tries to get the highest price and the buyer tries to pay the lowest price. 5Without arms’ length trading, the amount of the transaction could be anything Leeson entered into the system. Amazingly, the bank did not require Leeson to give up his job as head of selling when he became head of buying.

From the start, Leeson lost money in Singapore, but he hid the losses — $296 million in 1994 alone. What did Leeson’s bosses think of his performance that year? They thought he made a $46 million profit for the bank, and proposed paying him a bonus of $272,000. 

Months before the collapse, Barings knew of Leeson’s dual role. Internal auditors warned of “significant general risk” because Leeson controlled both the buying and the selling sides of transactions. But Barings’ high-ups viewed Leeson as a golden boy, and they ignored the audit report — with disastrous consequences.

The above case shows how important the internal control is. A key responsibility of managers is to control operations. Owners and top managers set a company’s goals, managers lead the way, and employees carry out the plan. Internal control is the organizational plan and all the related measures that an entity adopts to 

1. safeguard the assets the business uses in its operations,

2. encourage adherence to company policies,

3. promote operational efficiency (obtain the best outcome at the lowest cost), and 

4. ensure accurate and reliable accounting records.

Internal controls are most effective when employees at all levels adopt the organization’s goals and ethical standards. Top managers need to communicate these goals and standards to workers. 6Lee Iacocca, former president of 7Chrysler Corporation, instilled goals in Chrysler employees by spending time with assembly line workers. (Japanese firms pioneered this style of 8participative management.) The result? Defects decreased, and Chrysler products became more competitive.
An Effective Internal Control System

Whether the business is 9First Fidelity, 10Target Corporation, or a local department store, and effective system of internal controls has the following characteristics.

Competent, Reliable, and Ethical Personnel  
Employees should be competent, reliable and ethical. Paying top salaries to attract top-quality employees, training them to do their job well, and supervising their work all help a company build a competent staff.

    11Within this organization, the controller may be responsible for approving invoices (bills) for payment, and the treasurer may actually sign the checks. Working under the controller, one accountant may be responsible for payroll, another accountant for 12depreciation. All duties should be clearly defined and assigned to individuals who bear responsibility for carrying them out.

Assignment of Responsibilities  
In a business with a good internal control system, no important duty is overlooked. Each employee is assigned certain responsibilities. For example, in a certain company, there is a vice-president of finance and accounting. Two other officers, the treasurer and the controller report to that vice-president. The treasurer is responsible for cash management. The controller is the chief accounting officer.
	内部控制
a. 古老的；令人尊重的
n. 有价证券/v. （价格等）暴跌，突降/v. 崩溃，瓦解/a. 保守的

v. 监督

v. 执行

n. 奖金
a. 双重的
n. 审计者

n. 高官，要员
n. 审计/a. 损失惨重的

n. 实体

n. 资产

n. 忠诚；坚持

a. 道德规范的
v. 逐渐灌输

（工厂产品的）装配线

n. 职员
n.（公司的）财务总监
n. 出纳员；财务主任 
n. 会计师/n. 工资名单n. 折旧；贬值


Notes 

1. bring ... to one’s knees: 迫使某人让步或屈服。

2. Barrings Bank: 巴林银行，英国历史最悠久的银行之一，1762年由弗朗西斯·巴林爵士（Sir Francis Baring）创立。1995年2月26日巴林银行倒闭，原因是一个叫尼克•李森（Nick Leeson）的交易员在衍生性金融商品的超额交易中投机失败，造成14亿美元的损失。这是巴林第二次破产，第一次是在1890年，巴林在南美的投资由于阿根廷发生革命而蒸发。第二次破产后，巴林以1英镑的象征价格卖给了荷兰的ING集团，并成为该集团成员之一。 

3. cross trades: 买空卖空。
4. at arms’ length: 疏远，与某人保持距离；在手臂伸得到的地方。
5. Without arms’ length trading, the amount of the transaction could be anything Leeson entered into the system. 没有了公平交易，交易的数量可以由李森任意地输入系统。
6. Lee Iacocca: 李•艾科卡，生于1924年，毕业于宾夕法尼亚州伯力恒的理海大学。1949年，艾科卡进入福特汽车公司工作，他以独具的市场眼光与销售方法使福特成为全球数一数二的汽车霸主。1970年艾科卡成为福特汽车公司总裁。1978年，因与亨利·福特理念不合，艾科卡被福特解雇。离开福特后的同一年里他担任了克莱斯勒汽车公司的总裁。艾科卡力挽狂澜带领濒临危机的克莱斯勒从谷底崛起，并创造了惊人的利润，写下汽车史上传奇的一页。

7. Chrysler Corporation: 克莱斯勒公司是世界领先的汽车、运输及服务的公司之一。其轿车品牌包括迈巴赫、梅赛德斯-奔驰、克莱斯勒、吉普、道奇和Smart。商用车品牌有梅赛德斯-奔驰、福莱纳、Sterling、西星、Setra、Thomas、 Built巴士、Orion、American及LaFrance。克莱斯勒还通过戴姆勒-克莱斯勒服务集团提供金融及其他服务。在372500名员工的共同努力下，戴姆勒-克莱斯勒在2001年收入达到1529亿欧元（约136亿美元）。今天，戴姆勒-克莱斯勒拥有一支全球化的员工队伍，一个全球化的股东基础，一种全球化的品牌意识以及全球化的视点。戴姆勒-克莱斯勒的战略基于四个支柱：全球化形态、强大的品牌、广阔的产品范围和领先的技术地位。
8. participative management: 员工参与管理法。
9. First Fidelity: 第一富达银行。 
10. Target Corporation: 美国凯基特商业集团，前身是Dayton Hudson Corporation，现在是一家高档商品打折连锁商店，有Target、Mervyn’s 和Marshall Field’s 三个业务部门。
11. Within this organization, the controller may be responsible for approving invoices (bills) for payment, and the treasurer may actually sign the checks. 在这样的企业中，财务总监可能要对同意支付的发票（账单）负责，而出纳员事实上可以签署支票。
12. depreciation: 折旧；贬值。是指固定资产在使用过程中由于损耗而转移到产品成本或费用中的那部分价值。
Exercises 

I. Complete the following summary with the information you have got in the passage.
In 1995, Nick Leeson, a (1) __________ brought disaster to the Barings Bank. He bought $ 27 billion (2) __________ which made the bank (3) __________. Barrings’ (4) __________ resulted from it lacking (5) _______________ as nobody (6) __________ Leeson’s trades at all. Leeson was allowed to be both (7) __________ and (8) __________ in doing the transactions. But when the transaction was exposed, Leeson was still (9) __________ as a golden boy by the Barrings’ (10) __________.

II. Decide whether the following statements are true (T) or false (F) according to the text.
(  ) 1. Though Barrings Bank was brought to its disaster, Nick Leeson received a bonus of $272,000.

(  ) 2. The collapse of Barrings Bank was caused by its lack of internal control. 

(  ) 3. Internal control can help a company operate effectively. 

(  ) 4.
When all employees follow the organization’s goal and ethical standards, internal control is most effective. 

(  ) 5. Products will become more competitive and defects will increase if internal control is conducted well. 

(  ) 6. Competent staff can receive top salaries. 

(  ) 7. Different accountants will have different duties to carry out. 

(  ) 8.
Cash management is under the responsibility of the treasurer while the chief accounting officer is the controller. 

Text C

	Effective Accounting Information Systems

Every organization needs an accounting system. Decision-makers need information. The more important the decision, the greater the need for information. 1An accounting information system is the combination of personnel, records, and procedures that a business uses to provide financial data. It consists of two basic components: a general journal and a general ledger.

Every accounting system has these components, but this simple system can efficiently handle lonely a few transactions per period. Businesses cope with heavy transaction loads in two ways: computerization and specialization. We computerize to do the accounting faster and more reliable. 2Specialization comes within the similar transactions to speed the process.

Computerized accounting systems have replaced manual systems in many organizations — even in small businesses such as your neighborhood pharmacy. 

3Inputs represent data from source documents, such as sales receipts, bank deposit slips, fax orders and other telecommunications inputs are usually grouped by type. For example, a firm would enter cash-sale transactions separately from 4credit sales and purchase transactions.

Outputs are the reports used for decision-making, including the financial statements (income statement, 5balance sheet). Business owners are making better decisions — and prospering — because of the reports produced by their accounting system.

Good personnel are critical to the success of any operation. Employees must be both competent and honest. And several design features can make the accounting system run more efficiently. A good system — whether computerized or manual — includes control, compatibility, flexibility, and a favorable cost/benefit relationship.

Managers need control over operations. Internal controls are the methods and procedures used to authorize transactions and safeguard assets. For example, in companies such as Coca-Cola, 6America Online, and 7Kinko’s, managers control cash disbursements to avoid theft through unauthorized payments. 8Visa, MasterCard, and Discover keep records of their accounts receivable to ensure that they receive collections on time.

9A compatible system is one that works smoothly with the business’s operations, personnel, and organizational structure. An example is Bank of America, which is organized as a network of branch offices. Bank of America’s top managers want to know revenues in each region where the bank does business. They also want to analyze loans in different geographic regions. If revenues in California are lagging, managers can concentrate their efforts in that state. They may relocate some branch offices or hire new personnel.

Organizations evolve. They develop new products, sell off unprofitable operations and acquire new ones, and adjust employee pay scales. Changes in the business often call for changes in the accounting system. A well-designed system is flexible if it accommodates changes without a complete overhaul. 

Achieving control, compatibility, and flexibility costs money. Managers strive for a system that offers maximum benefits at a minimum cost — that is, a favorable cost/benefit relationship. Most small companies use off-the-shelf computerized accounting packages, and the very smallest businesses might not computerize at all. But large companies, such as the brokerage firm Edward Jones, have specialized needs for information. For them, custom programming is a must. The benefits — in terms of information tailored to the company’s needs — far outweigh the costs. The result? Better decisions. 
	n. 分类账/n. 分户总账
n. 工作量

n. 计算机化

n. 药房

n. 输入
n. 现货/赊账销售
n. 输出

a. 重要的，关键的

n. 兼容性

n. 支付，支出
n. 行窃

a. 协调的，一致的

n. 收益，收入；税收
v. 滞后

v. 重新部署

v. （使）发展/廉价卖掉
薪酬标准

a. 灵活的
v. 使适应/n. 检修；改造
现货供应/会计程序包

n. 经纪公司

a. 订制的

v. 适应，适合




Notes 

1. An accounting information system is the combination of personnel, records, and procedures that a business uses to provide financial data. 会计信息系统是企业用来提供财务数据的人员、档案及程序的结合体。
2. Specialization comes within the similar transactions to speed the process. 专门化用在相似的交易中以加速交易过程。

3. Inputs represent data from source documents, such as sales receipts, bank deposit slips, fax orders and other telecommunications inputs are usually grouped by type.（由计算机）输入的信息代表来自源文件中的数据，如销售收据、银行存款收条、传真订单以及其他通常按类别分类的由电信传送输入的信息。

4. credit sales: 赊账销售，指商品购买企业在获得商品的时候，没有马上支付货款，而是在约定的时间支付货款。它是企业之间经常采用的一种延期付款的销售方式。

5. balance sheet: 资产负债表。资产负债表是反映企业在某一特定日期内全部资产、负债和所有者权益等财务状况的会计报表。它依照一定的分类标准和次序，把公司在某一特定日期的资产、负债和股东权益各项目予以适当编排而成。它的基本结构是“资产=负债+股东权益”，不论公司处于怎样的状态，这个会计平衡式是永远恒等的。左边反映的是公司所拥有的资源，右边反映的是公司不同权利人对这些资源的要求。
6. America online: 美国在线公司，于1985年在弗吉尼亚州杜拉斯市成立，目前是全球互动服务、网络产品、网络科技及电子商务的领导者。美国在线公司旗下所属公司众多，包括两大全球性网际网络服务公司：美国在线与CompuServe。还包括知名网际网络公司，如ICQ、Digital City Inc.、Netscape Navigator和Communicator browsers等。

7. Kinko’s: 金考公司。隶属于联邦快递集团的联邦快递金考公司，是全球最大、最知名的图文处理公司，在全球11个国家拥有150多家连锁店。联邦快递金考致力于为企业和个人提供每周7天，每天24小时的一站式图文处理服务，包括数码文件和普通文件的彩色和黑白打印、复印和装订；彩色大图喷绘；工程图打印、复印、扫描存档；室内外平面广告的设计和制作；CD制作；个性化图文设计和制作等。
8. Visa, MasterCard, and Discover: 均为美国信用卡。前二者基本上是属于银行卡的性质，即Visa和MasterCard公司授权银行向客户提供小额无抵押私人贷款，并且要求客户在一个特定期限内分期偿还。因为是银行担保无抵押贷款，所以其贷款利率比一般银行贷款利率要高出许多。同时还有信用额度的限制及最低应偿款金额，以免消费者积欠过度。而Discover Card是由Sears集团发行的信用卡，拥有一般信用卡所具有的银行卡特性，同时该卡为了扩大营业额，鼓励商店接受，其向客户收取的权利服务金一般比 Visa和MasterCard少。目前Discover Card在信用卡市场上已占有一席之地。 
9. A compatible system is one that works smoothly with the business’s operations, personnel, and organizational structure. 协调的系统是指与企业经营活动、人员和组织结构和谐运行的系统。
Exercises
I. On the left hand column of the table you can see the different terms of the accounting information system. On the right hand column you can see the related information of each section. Match the text to the section headings. One has been done for you as an example.
	1. an accounting information system ______
	A. They are merchandise or services sold on the promise to pay later.

	2. computerization ______
	B. It can grant power to transactions and provide safety to assets.

	3. inputs ______
	C. It is the combination of control, compatibility, flexibility, and a favorable cost/benefit relationship.

	4. credit sales   A   
	D. It could provide financial data to a business about personnel, records, and procedures. 

	5. outputs ______
	E. It can make the accounting faster and more reliable.

	6. a good accounting information system

______
	F. It works smoothly with the business’s operations, personnel, and organizational structure.

	7. internal controls ______
	G. They provide decision-makers the reports. 

	8. a compatible system ______
	H. They are data from source documents.


II. Answer the following questions according to the text.

1. Why is an accounting information system very important?

____________________________________________
2. Why is Bank of America illustrated as an example?

___________________________________________
3. What have managers to do in order to have a good accounting information system?

___________________________________________
4. Which word in Paragraph 10 has this dictionary entry?

“__________: (verb) to exert much effort or energy; endeavor.”
5. Which word in Paragraph 10 has this dictionary entry?

“___________: (verb) to be more significant than; exceed in value or importance.”
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