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INTRODUCTION TO ACCOUNTING
Text 1. Part A. WHAT IS ACCOUNTING?

Accounting shows a financial picture of the firm. Accounting creates accurate financial reports
that are useful to managers, regulators, and other stakeholders such as shareholders, creditors or
owners, independent financial analysts, banks and government.

An Accounting Department records and measures the activity of a business. It reports on the
effects of the transactions on the firm’s financial condition.

Auditing is the process by which an independent auditor examines organization's financial
statements and expresses an opinion about observance of accounting principles and figures
accuracy.

The day-to-day record-keeping involved in this process is known as book-keeping®. At the heart
of modern financial accounting is the double-entry book-keeping system?. This system
involves making at least twoentries® for every transaction®: in one account ® - a debit ® and in a
corresponding account — a credit . The sum of all debits should always equal the sum of all
credits. This provides an easy way to check for errors. This system was first used in medieval
Europe, although some believe that the system dates back to Ancient Greece.

VOCABULARY

1. book-keeping - cueToBOACTBO, BefeHne OyXralTepCKUX KHHT (CTaaus ydeTa, KOTopast
3aKJIF0YACTCS B PETUCTPAIIMH XO3SHCTBEHHBIX OTIEPAIlHii B YYETHOM PETHCTPE);

2. double-entry book-keeping system - cucrema 1Bo#iHO# 3amucu (CUcTeMa ydeTa, B
COOTBETCTBUH C KOTOPOM KaK/1asi ONepaIisi OTPAKaeTCst OJHOBPEMEHHO TI0 J1e0eTy OHOTO U
KPEIUTY JPYroro OyXrajTepcKoro cueTa);

3. entry- Oyxrairepckas 3ammch, IPOBOJIKa (Ha cYeTe, B YUCTHOM KypHae, B OyXraaTepcKon
KHHTE);

4. transaction - cienka, TOproBas Oneparus;
5. account - cuer, BKJIaJI, JCTIO3UT);

6. a debit - neber (71eBast cropoHa OYXranTepCKUX CUETOB; B AKTUBHBIX CUETaX — MPHXO]T
(mosyueHue JEeHEXHBIX CPECTB, MATEpHAJIOB, YBEIHMUEHHE C€OECTONMOCTH TOTOBOM
NPOAYKIMH, YBETHUEHHE 3a/I0JKEHHOCTH MOKYIaTeNel U T. 11.), B MACCUBHBIX — Pacxo]
(moramieHne 00s3aTeNbCTB, YMEHbIIEHUE KallUTala WU MOJIydyeHHe YObITKa); B OAHKOBCKOM
yU4eTE OTpakaeT CIUCAHUE CPEJICTB CO CUETA KIIMEHTA);

7. credit - kpeaut (mpaBasi CTOpOHA OYXTaJITEPCKOTO CUSTA MIIM YUSETHOW KHUTH; B AKTUBHBIX
cyeTax — pacxo (pacxol0BaHUE IEHEKHBIX CPEICTB, MATEPUAJIOB, CIMCAHHUE U3 3al1acoB
rOTOBOM MPOIYKIMH, CIIICAHNE HAKOIUIEHHBIX 3aTPaT CO CYETA HE3aBEPIIECHHOTO IPOM3BOCTBA
U T. I.), B TACCUBHBIX — MOCTYIUIEHHUE (IIPUBJICUEHHE JOMOJHUTEIBHOTO AKIIMOHEPHOTO
KaruTaaa Uiy MoJIydeHHe HOBBIX KPEIUTOB, OJIY4YeHUE MPUOBLUIN U T. I1.); B 0AHKOBCKOM yueTe
OTpaXkaeT 3aUMCIICHNUE CPEJCTB HAa CUET KIIMEHTA) .
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Text 1. Part B. BASIC CONCEPTS OF ACCOUNTING

The basic concepts of accounting as we understand them today were first published in Italy in
1494 by Luca Pacioli® (1445 - 1517). He described them in a section of his book on applied
mathematics. Pacioli was a Franciscan monk whose life and work was dedicated to the glory of
God.

Accounting is the process of measuring and recording the financial value of the assets and
liabilities of a business and monitoring these values as they change with the passage of time.
Accounting records are kept forindividual persons? or legal entities® - a company or a non-
profit organization (for example, a church, a club, etc.).

The assets* of a business are those things that belong to the business and can be sold in exchange
for money. Assets may include land, buildings, vehicles, stock, equipment, precious metals, bank
accounts with positive balances and money owed to the business by its debtors. Accounting was
always an attempt to record a relevantcapital assets® or production capacity.

The liabilities® of a business are things that will require payment of money in the future: unpaid
bills, unpaid taxes, unpaid wages, overdrawn bank accounts and money due to creditors.

The equity’ is defined as the own capital of a business: the assets minus the liabilities. The
equity is the amount of money that would be released if the business was wound up.

Assets, liabilities and equity are financial indicators to describe financial condition of a
company. They are included in the balance sheet®. The balance sheet is a financial statement of
the assets, liabilities and equity of a business as they exist at a particular point in time.

The income® of a business is the sum of those things that increase the value of the assets.
Examples include revenue from the sale of goods, supplied equipment or rendered services, rent
or investment by the owners.

The expenses®® of a business are those things that reduce the value of the assets: cost of raw
materials, paid rent or interest, electricity and telephone bills, wages, taxes, dividends,
depreciation and donations to charity. The financial statement that is used to present this
information is known as the Profit and Loss Statement (or income statement)*?,

VOCABULARY

1. Luca Pacioli - JTyka ITa4uonu, utanssHCKuil MaTeMaTHK, B 1494 1. onmyOIMKOBaJI TPAKTaT
"Cymma apuMeTuku, reOMETPUH, YYEHUS O MPOMOPLUUAX U OTHOLICHUAX ", CHUTAIOIIHICS
MIePBOI KHUTOM, B KOTOPO ObljIa onucaHa cucTeMa JABOMHOM OyXranTepuu;

2. an individual person — ¢usuyeckoe U0
3. a legal entity — ropuauueckoe JHII0

4. assets - UMyIIecTBO, CPENICTBA, PECYPCHI, aKTHBHI (BCE MaTepHaIbHbIC U HEMAaTEPHUATbHBIC
00BEKTHI COOCTBEHHOCTH, KOTOPBIMH BIIAJICET TO WIM WHOE (PHU3UUECKOE WITH FOPHIUIECKOE
JIUTIO)

5. capital assets -ocHoBHBIE cpesicTBa [(poH/IBI|, MaTepHUaibHbIC BHEOOOPOTHBIE [ 0TOCPOUHBIC]
AKTHBBI);

6. liabilities - moiru, geHexHbIe 003aTENBCTBA, 3a10JDKEHHOCTD;



7. equity — coOCTBEHHBIN KaruTall, COOCTBEHHBIC CPEIICTBA (pa3HHIIA MEXK]y AKTUBAMH U
00s13aTeIIbCTBAMH, aKTUBBI MUHYC TEKYIIIUE U JOJATOCPOYHBIE TOJITOBBIE 0053aTENBCTBA);

8. balance sheet - Oyxranrepckuii 6anaHc, 6anaHCcoOBbIi 0T4eT [JUCcT] (PUHAHCOBBINM OTYET, B
KOTOPOM OTPa)KatOTCs AKTUBBI M TACCUBBI KOMITAHUH T10 COCTOSTHHIO Ha OTIPECICHHYIO JIaTy;
OOBIYHO MPEACTABIISET COOOH TabMIly, HA JIGBOM CTOPOHE KOTOPO# YKa3bIBAIOTCS AKTUBBI, HA
IpaBoil — cOOCTBEHHBIN KanuTaia U 00s13aTENIbCTBA);

9. income — noXobI;
10.expenses — pacxosl;

11. Profit and Loss Statement, income statement — ot4eT 0 IpUOBUIAX U YOBITKAX.

3ananue 1. Omseemovme Ha 60NPOCHL NO MEKCM).

. Who invented the basic concepts of modern accounting?
. Whom are accounting records kept for?

. What does the assets mean?

. What are the liabilities of a business?

. What is the equity?

. What is a balance sheet?

. What is the income of a business?

. What are the expenses of a business?
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. What is the income statement?

3aganue 2. Boinuwume 8 mempaos onpeoeseHusi mepmMuHo8, 8bl0elIeHHbIX HCUPHBIM WUPUDMOM,
U 8blyyUme UX.



