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UNIT 1
L Read and translate the text.

WHAT IS ACCOUNTING

Accounting involves the collection, summarization, and
reporting financial data. It is a dynamic discipline, one in which new
principles and procedures are constantly evolving. In our modern
society, it is exceedingly difficult to carry out even routine activities
without at least rudimentary knowledge of accounting.

Accounting is concerned with describing economic events, with
measuring resources, and with determining periodic changes in those
resources. Accounting measurements are almost always expressed in
monetary units and pertain to economic organizations such as
businesses, governments, or individuals. Accounting is a service
function. It provides information that fulfills several broad objectives:

— Allocating the scarce resources of our society. Under any form
of economy, be it capitalism or socialism, decisions as to where capital
should be invested are made on the basis of information contained in
financial statements. In a free enterprise system, private investors
make determinations as to the stock of companies they purchase
largely on the basis of data contained in periodic financial reports.
Bankers and other suppliers of funds study financial reports before
making loan decisions. Government agencies use them in deciding
whom to tax and whom to subsidize. The decisions of labor unions as
to how much of a wage increase to seek are strongly influenced by
reports of profit or loss.

— Managing and directing the resources within an organization.
Managers of profit and nonprofit entities alike rely upon accounting
information to assure that they maintain effective control over both their
human and material resources and they allocate such resources to the
products, subunits, or functions in which they can be most productive.



—~ Reporting on the custodianship of resources under the
command of individuals or organizations. Individuals, acting either as
investors or merely as citizens, entrust resources to professional
managers and governmental officials. They expect the managers and
officials to provide them with periodic reports by which their
performance can be evaluated.

Accounting focuses on the measurement and communication of
wide range of financial data. Accountants provide the information
required to make decisions as to where to allocate financial resources and
how to control them effectively. Periodically, as the management process
is being carried out, accountants “report the score” — they provide
information by which the results of prior decisions can be evaluated.

Viewed from a slightly different perspective, accounting aims to
enable managers, investors, creditors, and other users of financial
statements to determine the future earning power of an enterprise.
Decisions made today can affect only the future, not the past. Those
who seek information from financial statements are primarily
concerned with how well the enterprise will perform in the years to
come rather than in years gone by. Will the enterprise be able to
satisfy its obligation to those to whom it is indebted? Will it be able to
meet the wage demands of its employees? Will it be able to provide
adequate returns to its owners?

A distinction is commonly made between financial accounting
and management accounting. Financial accounting focuses on
providing information for parties external to the organization — actual
and potential owners and lenders, creditors, labor unions, suppliers,
financial analysts, economists, trade associations, and the public.

Management accounting is directed at insiders — directors,
managers, and employees. It provides the information needed to
establish the objectives of the organization, to develop the strategies
and plans to fulfill those objectives, to administer and control the day-
to-day activities of the organization, and to evaluate the success of the
organization in fulfilling its objectives. When it issues reports to
insiders, an organization need not satisfy externally imposed standards
or adhere to specific accounting principles. The number, frequency,
and content of reports can be determined at the discretion of
management.
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Notes:
to pertain — npuHamiexarb, uMets S5) report of profit and loss — moxoxn

OTHOLIEHHH K YeMy-1u60 0 NMpUOBUIAX H YOBITKaX

to fulfill — BeImONMHATD 6) to rely upon — nonaratbcs Ha
objective — mess 7) to maintain — noaaep uBaTh

to allocate scarce resources — 8) to entrust— JOBepsATH BBEPATH
pacnpenensiTh orpaHuyeHHple 9) to impose —  HaBA3LIBaTh,
pecypchl obnarath

Answer the questions:
What kind of activities does accounting involve?
How are accounting measurements expressed?
What objectives does accounting have? Describe them.
Who provides a wide range of financial data?
Which types of accounting do you know?

Insert the missing words:
Accounting measurements are expressed in ... ... and ... to economic
organizations such as business, government or individual.
Accounting provides information that ... several broad ....
Bankers and other suppliers of fund study ... ... before making ...
decisions.
Accounting focuses on ... and ... of a wide range of financial data.
Focuses on providing information for parties external to the organization.

IV.Translate from Russian into English:

1.

2.

Byxranrepckuii y4er BrioyaeT cOOp JAaHHBIX H TpeJOCTaBJIEHHUE
(MHAHCOBBIX JaHHBIX.

BaHKHphl M KpeAMTOATENM U3y4aloT (PUHAHCOBbIE OTYETHl NEpel TeEM,
KaK PUHATH PELIEHHe NaBaTh JIH CCYAy HIH HET.

OThensHble JIMI@, BHICTYNAIOUHE B POJU HHBECTOPOB, BBEPAIOT CBOH
BKIaAbl [po()eCCHOHANBHBIM MEHEIKepaM H [PaBUTENbCTBEHHEIM
YHHOBHHKAaM H OXXHOAIOT, YTO OHHM TNpPENOCTaBAT UM JaHHble 00
3¢ (PEKTUBHOM HCNOJIb30BaHHH BKJIAZIOB.



4. ByxrajiTepa NpeAOCTaBNAiOT MHpOpManuio, Kotopas Tpedyercs, 9ToOsI
NMPUHATH pEINeHHe, KyHa pacnpeneiuTh (PUHAHCOBBIE PECYpCHI M Kak
YHpaBiATh HMH 3 (HEKTHBHO.

5. ViupaBieHYeCKuii yJeT NpenocTaBiseT HHPOPMAHIO HEOOXOTUMYIO I
TOro, 4To0bl YCTAHOBHTH LEJIH OpPraHH3alUH, pa3BUTh CTPATErHio H
IUTaHB! [UIS  BBHINOJIHEHHA OSTHX UelNe#l H OLEHHTh peHTabeNbHOCTh
OpraHM3allHH.

VI.Retell the text.

VIL. Describe the difference between accounting and bookkeeping.



UNIT 2
Read and translate the text.

ACCOUNTANTS

Historians consider 14™-century - Italian merchants to have
developed the practice of double-entry bookkeeping, which is used by
modern accounting. The method was invented when investors looked for a
way of recording the financial data of ventures that lasted for months or
even years (for example, the commissioning of a merchant fleet), and in
which many investors had shares. According tothe Italian system the
balance sheet consisted of two section, one listing assets and the results of
sales, purchases, investments in assets, while the other recording named
and shares of shareholders and other liabilities incurred. If the venture
were successful, the owners could receive their portion of the profit.
Although the earliest double-entry books appeared in 1340 in Genoa, the
first published book on bookkeeping was written in 1494 by a Franciscan
monk Luca Pacioli. This work summarized the main accounting principles
that have remained unchanged up to date. Additional accounting works
were published during the 16th century in Italian, German, Dutch, French
and English, these works included early formulations of the concepts of
assets, liabilities, and income. The Industrial Revolution and: the
development of trade required more complex financing system and further
improvement of accounting techniques that had to be adequate to handle
mechanization, factory-manufacturing operations, and - the mass
production of goods and services. The profession of accountant existed by
the 18th century, and by the late 19th century the regulations controlling
the accountant’s activities were developed both in Europe and America. In
the mid-19th century with the establishment of large public corporations
owned by absentee stockholders and administered by professional
managers, the public demand for accurate financial reports and for
government regulations greatly increased. The rise of the multinational



corporations also resulted in increased accounting responsibilities, for it
required exchange of foreign currency, keeping reports under different
legal conditions, the adjustment of ownership and income reports in order
to make less payments within various systems of taxes, tariffs and other
government controls. Since the mid-20th century bookkeeping as an
essential part of all accounting systems has been carried out by machines.
The introduction of computers broadened the scope of bookkeeping and
term “data processing” now often associates with bookkeeping.

An accountant has many choices as to what particular field of
accounting to specialize in depending on the financial information she
wants to analyze and how it is done. Financial accountants, tax
accountants and internal auditors are all accountants in general, but
require different training and work methods. A financial accountant
records economic data and periodically prepares reports that show profit
and other financial information of a company using the generally accepted
accounting principles. The reports prepared by the accountant are useful
for managers, and also for owners, creditors and the public. Based on
information in the reports the public can use the reports to choose a
company to invest in. Because a financial accountant is employed by an
individual company, she is considered a private accountant. Another type
of accountant is a tax accountant. A tax accountant prepares yearly tax
returns for individual clients. The accountants have to use constant data
such as rates of pay and other information to determine the proper amount
of taxes to be paid. These accountants have to take a class once a year to
catch up on yearly changes in tax laws and regulations. If a tax accountant
has met state experience requirements, she may want to take exams to
become a Certified Public Accountant (CPA). J

A third type of accountant is an internal auditor. Auditors are
sponsored by the Institute of Internal Auditors and work within an
individual firm. The auditor reviews accounting and operating procedures
used by a firm to make sure everything is being run properly. If things
aren’t being run properly, it is the auditor’s job to find the problem and to
try to rectify it. An auditor is considered a private accountant because he
is employed by a firm, yet if he specializes in auditing, he may want to get
a Certified Internal Auditor (CIA) certificate.

So, an accountant has career choices to make bascd on more
specialized interests in a field, and as with other carcers, a different



specialization will have different educational requirements. Different
classes will need to be taken in order to gain enough knowledge in the
general field and several classes on a similar topic when the accountant
decides what to specialize in. Accountant may not seem like a popular
profession, or a very interesting one, but once one looks deep into the
separate activities and training of each specialization, one can see that
accounting may appeal to many different types of people for many
different reasons.
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Notes:

venture — NpeANPUATHE 4) monk — moHax
double-entry bookkeeping — 5) absentee — OTCyTCTBYIOLIHIA
cucrema Gyxranrepckoro yyera ¢ 6) to catch up — gqorsars
JBOMHOM 3aIIUCHIO 7) to make sure — ybexurhca
to incur - moBepraTsCs, HECTH 8) to gain — npuobpecTn
yOBITKH, 6paTh Ha cebs 9) to appeal — npu3kIBaTH,
obs3arenscTBa [PUBIIEKATD

Answer the questions:

When was double-entry bookkeeping developed?
Who published the first book on bookkeeping?
Why is accounting becoming more important?
What is the main duty of an accountant?

How many types of accountants do you know?

. Complete the following sentences using the text:

The profession of accountant is believed ...

The record-keeping method was ...

The first concepts of assets and liabilities were...

The role of accounting system has greatly increased due to ...
An accountant has many choices...

There are several types of accountants...

IILInsert the missing words:

1.

According to the Italian system ... ... consisted of two sections, one listed
..and ... ... while the other ... ... and ... of shareholders and other ... ...



2. This work summarized the main ... ... that have remained unchanged up
to date.

3. The introduction of computers broadened the scope of ... and the term ...
... now often associates with ....

4. ... ... prepares yearly tax returns for individual clients.

5. ... reviews accounting and operating procedures used by a firm to make
sure everything is being ... ....

IV.Translate from Russian into English:

1. HcTropuks CYMTAOT, YTO CHCTeEMAa OYyXIalnTepCKore ydera ¢ JABOHHOM
3a0UCHI0, KOTOpas  MCNOJIb3yercs  ceigac, Opmia  u3oOpereHa
UTANBIHCKAMH KyNamMHu B cepenuHe 14 Beka.

2. IlepBasi kHura mo OyxranTepckoMy ydeTy Obula Hamucasa B 1494 rony
MoraxoM Jlykoit Ilayorm, kxoTophili omucan IepBble OyxranTepckue
MPUHLHMIBL, KOTOPHIE OCTANUCH HEU3MEHHBI 10 HACTOSILETO MOMEHTA.

3. OwunaHcOoBBle OyxranTepa 3alHCHIBAIOT JAaHHBIE W [EPHOAUUECKH
MO/IrOTaBIMBAIOT (PUHAHCOBHIE OTYETHI, KOTOpPbIE NMOKa3bIBAIOT NZHHBIE O
NpUOBLIAX 1 yOBITKAX.

4. Tak kak ¢uHaAHCOBBIM Oyxrajarep HaHHMAeICA 4YacTHOH (uUPMOIi, OH
CYHTAETCS YACTHBIM OyXraJTepoM.

5. Aynmurop wW3ydaeT (UHAHCOBBIE NAaHHBIE KOMNAHHH, YTOOB! yOEenUTECA B
TIPaBWILHOCTYU NPOBENCHAA (PUHAHCOBBIX H OYXTalTepCKUX DPOLEAyp.

V. Make up a plan. Retell the text.

10



UNIT 3
I. Read and translate the text.

BASIC ACCOUNTING PRINCIPLES

There are general rules and concepts that govern the field of
accounting. These general rules — referred to as accounting principles and
guidelines — form the groundwork on which more detailed, complicated,
and legalistic accounting rules are based. For example, the Financial
Accounting Standards Board (FASB) uses the basic accounting principles
and guidelines as a basis for their own detailed and comprehensive set of
accounting rules and standards.

The phrase “generally accepted accounting principles” (or
“GAAP”) consists of three important sets of rules: (1) the basic
accounting principles and guidelines, (2) the detailed rules and standards
issued by FASB and its predecessor the Accounting Principles Board
(APB), and (3) the generally accepted industry practices.

If a company distributes its financial statements to the public, it is
required - to follow generally accepted accounting principles in the
preparation of those statements. Further, if a company’s stock is publicly
traded, federal law requires the company’s financial statements be audited
by independent public accountants. Both the company’s management and
the independent accounting must certify that the financial statements and
the related notes to the financial statements have been prepared in
accordance with GAAP.

GAAP is exceedingly useful because it attempts to standardize and
regulate accounting definitions, assumptions, and methods. Because of
generally accepted accounting principles we are able to assume that there
is consistency from year to year in the methods used to prepare a
company’s financial statements. And although variations may exist, we
can make reasonably confident conclusions when comparing one company
to another, or comparing one company’s financial statistics to the

11



statistics for its industry. Over the years the generally accepted accounting
principles have become more complex because financial transactions have
become more complex.

Basic Accounting Principle: what it means in relationship to a
financial statement

1. Economic Entity Assumption The accounting keeps all of the
business transactions of a sole proprietorship separate from the business
owner’s personal transactions. For legal purpose, a sole proprietorship and
its owner are considered to be one entity, but for a accounting purposes
they are considered to be two separate entities.

2. Monetary Unit Assumption. Because of this basic accounting
principle, it is assumed that the dollar’s purchasing power has not
changed over time. As a result accountants ignore the effect of inflation
on recorded amounts. For example, dollars from a 1960 transaction are
combined (or shown with) dollars from a 2007 transaction.

3. Time Period Assumption. This accounting principle assumes
that it is possible to report the complex and ongoing activities of a
business in relatively short, distinct time intervals. The shorter the time
interval, the more likely the need for the accountant to estimate amounts
relevant to that period.

4. Cost Principle. From an accountant’s point of view, the term
“cost” refers to the amount spent (cash or the cash equivalent) when an
item was originally obtained, whether that purchase happened last year or
thirty years ago. For this reason, the amounts shown on financial
statements are referred to as historical cost amounts. Because of this
accounting principle asset amounts are not adjusted upward for inflation.
In fact, as a general rule, asset amounts are not adjusted to reflect any
type of increase in value. Hence, an asset amount does not reflect the
amount of money a company would receive if it were to sell the asset at
today’s market value. (An exception is certain investment in stocks and
bonds that are actively traded on a stock exchange). If you want to know
the current value of a company’s long-term assets, you will not get this
information from a company’s financial statements — you need to look
elsewhere, perhaps to a third-party appraiser.

5. Full Disclosure Principle. If certain information is important to
an investor or lender using the financial statements, that information
should be disclosed within the statement or in the notes to the statement.

12



It is because of this basic accounting principle that numerous pages of
“footnotes™ are often attached to financial statements.

6. Going Concern Principle. This accounting principle assumes
that a company will continue to exist long enough to carry out its
objectives and commitments and will not liquidate in the foreseeable
future. If the company’s financial situation is such that the accountant
believes the company will not be able to continue on, the accountant is
required to disclose this assessment. The going concern principle allows
the company to defer some of its prepaid expenses until future accounting
period.

7. Revenue Recognition Principle. Under the accrual basis of
accounting (as opposed to the cash basis of accounting) revenues are
recognized as soon as a product has been sold or a service has been
performed, regardless of when the money is actually received. Under this
basis accounting principle, a company could earn and report $20,000 of
revenue in its first month of operation but receive $0 in cash in that
month.

8. Materiality. Because of this basic accounting principle or
guideline, an accountant might be allowed to violate another accounting
principle if an amount is insignificant. Professional judgment is needed to
decide whether an amount is insignificant or immaterial. Because of
materiality, financial statements usually show amounts rounded to the
nearest dollar, to the nearest thousand, or to the nearest million dollars
depending on the size of the company.

9. Conservatism. If a situation arises where there are two
acceptable alternatives for reporting an item, conservatism directs the
accountant to choose the alternative that will result in less net income
and/or less asset amount. Conservatism helps the accountant to “break a
tie”. It does not direct accountants to be conservative. Accountants are
expected to be unbiased and objective. The basic accounting principle of
conservatism leads accountants to anticipate or disclose losses, but it does
not allow a similar action for gain. For example, potential losses from
lawsuits will be reported on the financial statements or in the notes, but
potential gains will be reported. Also, an accountant may write inventory
down to an amount that is lower than the original cost, but will not write
inventory up to an amount higher than the original cost.

13



IL Notes:

1) to refer — cchutaTbes

2) ongoing — nocnenyomui

3) predecessor — npeAWIECTBEHHAK

4) financial statement
(HHAHCOBBIA OTHET

5) to adjust — HcnIpaBIATE

III.  Answer the questions:

PN

IV. Insert the missing words:

6) to disclose — ob6HapyxuBaTh

7) to defer — oTcpouuts

8) to violate — HapyuraTs

9) to anticipate — npexBuneTh,
OXHIATh

10) transaction — cnesika

What is the purpose of general accounting principles?

Which set of rules do accounting principles involve?

Why is it useful to use general accounting principles?

How many accounting principles do you know? Describe each of them.

1. The going concern principle ... that a company will continue to exist long

enough ... its ... and ....

Professional ... is needed to decide whether an amountis ... or....

2.

3. ... helps the accountant to “break a tie’.

4. Asaresult accountants ... the effect of inflationon ... ....

5. Because of ... principle asset amounts are not ... upward for inflation.
V.

from column “b”:
A
1. Over the years the generally
accepted principles
2. The amounts shown on financial
statements

3. Because of full disclosure
principle

4. The going concern principle
allows

5. The basic accounting principle of
conservatism leads accountants

Finish up the following sentences in column “a” with the sentences

B
a) are referred to as historical cost
amounts.
b) the company to defer some of its
prepaid expenses until future
accounting periods.
¢) have become more complex.

d) to anticipate or disclose losses.
e) numerous pages of “footnotes”

are often attached to financial
statements.
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Translate from Russian into English:
3a MHOrHE roapl GyXrajiTepckue IPHHUMITBI CTany 6onee CIOXKHBIMH, T.K.
(HHAHCOBBIE CEAKH TOKE CTATH CIIOKHEE.
TIpUHIMII  COOTBETCTBHA NOAPAa3yMEBAcT, YTO pacxonsl JOJDKHEI
COOTBETCTBOBATH AOXOAaM.
CorNacHO NPUHIOUMY TNpU3HAHHA NOXOJOB, AOXOJBI NMPHU3HAIOTCH, Kak
TOJIBKO TOBap OBLT NPOJAH MM BHIIIONHEHA YCIyIa, HE3aBHCHMO OT TOrO
MOJTY4€HBI JIH ICHBT'U.
HOpunudecky, yactHas coGCTBEHHOCTh U €€ BIajJiesiel] CYUTAIOTCS OJBUM
HeNBIM, HO B OYXTalITepCKOM NOHBMMAHHM OHHM paccMaTpHBaIOTCA
OTIENBHO.
KonuyecTBO akTHBOB HE OTpaXkaeT KOJNUYECTBO JEHET, KOTOpHIE
KOMITaHUs OJYYMT, €CJIM 3TH akTHBHI OyHyT NIpONAHEI 1O PHIHOYHOMR
[IEHE.

VII. Summarize the text.

VIII. What other accounting principles do you know? Describe them.

15



UNIT 4

L Read and translate the text.

ASSETS AND LIABILITIES

The term “asset” means anything of value that is owned by a
company and can be expressed in terms of money. Economic resources that
provide a potential future service to the organization are called assets in
accounting. A company’s total assets include such items as cash, buildings,
cquipment, any other property and accounts receivable, that is, money
owned by its customers.

Assets are usually classified as current and long-term, both types
consisting of tangible as well as of intangible items. Current tangible assets
including cash, accounts receivable, stock-in-trade are usually converted into
cash within one year and sometimes can be used as a means of payment. On
the other hand, current intangible assets consist of short-term investments in
stocks and bonds.

Long-term intangible assets are not really visible and include such
items as goodwill, patent, trademarks, copyrights, these assets often being the
most important factor for obtaining future incomes. For example, goodwill
means an intangible asset which takes into account the value added to a
business as a result of its reputation which cannot be really calculated. In
contrast, the real estate (such as farm land, machinery, buildings and other
physical objects) belongs to long-term tangible assets.

Liabilities are obligations that a company owes to another
organization, to an individual (such as creditors and employees) or to the
government. Like assets, liabilities are divided into current and long-term
ones. Current liabilities are usually amounts that are paid within one year,
including accounts payable, taxes on income and property, short-term loans,
salaries and wages, and amounts of money owed to suppliers of goods and
services. Noncurrent liabilities often called long-term are usually debts, such
as bonds and long-term loans.

16



The amount by which the total assets exceed total liabilities is
known as the net worth is usually called the equity for companies. When
the company is a corporation, the equity means the investment interest of
the owners (that is, the stockholders) in the organization’s assets. The
owners’ equity can be increased either by investing more money in the
company or by earning a profit or can be decreased because of the
company’s losses.

All companies keep proper accounting system in order to know
whether or not they are operating profitably, each of the assets and the
liabilities and the equity being shown in a company’s accounts
separately. The balance sheet prepared by the company’s accountant is
one of the important financial reports showing the value of the total
assets, total liabilities and equity on a given date. The relationship of
these main categories is represented by the fundamental accounting
equation: assets (everything that is owned) are equal to liabilities (owed)
plus equity (clear of debt).

ASSETS=LIABILITIES + EQUITY

As all three factors are expressed in terms of money, they are limited
to items that can be given a monetary value. The accounting equation should
always be balance, so that one must equal the other.

1L Notes:

1) assets and liabilities — akxTuB u 6) stock-in-trade — roBapHSIif 3anac,
acCHB TOBapHas HATHYHOCTH, OCTATOK

2) lending terms — yctoBUs BB Oa49H HeNpOAAaHHBIX TOBAPOB
KpeauTa 7) copyright — aBTOpckoe mpaBo

3) accounts receivable — cuera 8) equity — kamATaN KOMITAHUH,
ZeOUTOpPOB, CUETA K NOYYEHHIO; AKLHOHEPHBIA KaNUTal, aKTHBGI
OXHJaeMble OCTYTUICHUA (UpennpUATHs ) 3a BRIYETOM

4) current liabilities — 33J0JDKEHHOCTH
KpaTKOCPOUHbIE 0053aTeIbCTBA; 9) balance sheet — 6anascoBBIit
TEKYI1E NTACCHBBI oTYer

5) (ant. Noncurrent liabilities, long-  10)balance sheet account — crates
term liabilities — ronrocpouHsle fyxranrepckoro GaraHca
06513aTENBCTBA) 11)clear of debt — 6e3 nonra

17



III. Answer the questions:

NN A LN -

1v.

10.

What does the term “asset” mean?

How can the company’s assets be classified?

How can “goodwill” increase the company’s profits?

What liabilities does the company usually have? How are they classified?
How is the net worth calculated?

What is the main accounting equation?

Why is it important to keep the proper accounting system?

Choose the right word in the brackets:
Knowing the company’s (stocks / goodwill) value, creditors are ready to
invest more money as they expect high (investment interest / salaries) at
the end of the year.
Both farm equipment and farm building make up (short-term / long-term)
(intangible / tangible) assets in agro business.
(Accountants / Stockholders) prepare reports in financial (items / terms)
describing the results of past resources allocation decisions.
Any company is responsible for paying salaries of (employers /
employees) and (wages / salaries) of workers belonging to company
current (liabilities / assets) regularly, usually monthly or weekly.
The amount of goods and services known as company (stock-in-trade /
real estate) is available for sale at a given time and it is shown as an asset
on the (accounts receivable / balance sheet).
(To calculate / to operate) properly the company’s manager should rely on
information obtained from public survey.
The greater is the difference between total assets and total liabilities the
greater is the company’s (net loss / net worth) often known as the (equity /
debt) for a corporation.
The fundamental accounting (equation/equilibrium) can be written in
different forms, for example: assets — liabilities = equity.
The company’s obligations are known to be classified as current and
noncurrent ones, the former being also called (long-term / short-term)
(liabilities / assets).
One should take into account that (accounts payable / goodwill) unlike the
real estate belongs to intangible, but it can be sold like any other property.

18



V.

VI.
1.

from column “b”:
A
1. To be clear of debt

2. If current assets are less than
current liabilities,

3. The money obtained from selling
a company’s current tangible assets
4. Although accounting is one of
the oldest professions in the world,

5. Both a person and a company
can own such items of value as
6. In England the three major
sections of the balance sheet,

7. In order to operate the business
properly one should take into
account

8. Accountants are supposed to
deal with

9. The amount of the owner’s
investment interest

10. The copyright Act adopted by
the US Congress in 1976

Finish up the following sentences in column “a” with the sentences

B
a) is usually calculated at the end of
a fiscal year:
b) such as assets, liabilities and
equity are likely to be arranged
vertically.
c) a stock, a plot of land, a building
or a machine.
d) created the legal foundation
protecting the work of many
industries, for example music
recording.
¢) the company should sell off part
of its receivable accounts
f) the management of financial
resources and representation of
other aspects of the business in
financial terms.
g) it took much time to find
satisfactory general methods of
keeping finance record.
h) that the accounting system is just
one of means of processing
information in an organization
i) is unlikely to cover the company’s
debts.
j) the stockholders can’t expect any
dividends.

Translate from Russian into English:
ITpo#3BOACTBO MOXET OBITh peHTabEAbHBIM, €CIIM KaK MaTcpHAlIBHKIE, TaK

M HEMaT€pHaNIbHbIC aKTHBBI HAXOAATCA B IIPAaBUIIbBHOM COOTHOLUCHHH.

K DOJITOCPOYHBIM MATCpHANIbHBIM aKTHBAM OTHOCATCA TaKHE NPCIMETHI,

KaK 3€MIisd, HCABWKUMOCTh H 060py)103a}me, TaK KaK OHH YYacTBYIOT B
npouecce Npou3BOACTBA B TCUCHUE AJIMTEIIBHOIO BPEMECHH.
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MoKHO HCHONBb30BaTh TEKyLIHEe MaTepUallbHble aKTHBBI, HAIIPUMED CYETa
ZIeGUTOPOB, KaK CPEeNCTBO ILIATEKA.

Kak wu3BectHo, “TyABWI’ OTHOCHTCS K HEMarepHaibHbIM aKTHBaM
KOMIIAHUHY, OOHAKO pelyTalys KOMIAHHU MOXET 3HAYUTEJIbHO IIOBBICHUTH
€e KOXOABI.

H3yyeHue TeKymuX ¥ HOJrOCPOYHBIX ITACCMBOB KOMIIAHMH OYEHb BaXKHO
NpH NPOBEACHUN aHAIHN3A NEATEILHOCTH KOMIIAHHH.

Pa3nuua MeXQy aKTHBaMH M IIaCCHBAMH — 3TO YHCTas CTOMMOCTH
KOMIIaHMH, KOTOpast [UIA KOPIOpAaMH MOXeT ObITh NPeACTaBlIeHa B BHME
aKDui.

VII. Make up a plan to the text.

VIII. Give the annotation to the text.
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UNIT §

I. Read and translate the text,

BOOKKEEPING AS PART OF ACCOUNTING CYCLE

For management of any company to be efficient, extensive and
accurate information concerning receipts and payments, assets and
liabilities, depreciation of assets and other data about company status are
required. Such information being obtained mainly from different records,
additional funds and time should be invested in bookkeeping and
accounting system.

In general, accounting and bookkeeping mean identifying,
measuring, recording economic information about any business,
bookkeeping being considered the preliminary stage and part of the larger
field of accounting.

The task of a bookkeeper is to ensure the record-keeping aspect of
accounting and therefore to provide the data to which accounting
principles are applied in the preparation of financial statements.
Bookkeeping provides the basic accounting data by systematical recording
such day-to-day financial information as income from the sale of products
or services, expenses of business operations such as the cost of the goods
sold and overhead expenses such as a rent, wages, salaries.

Accounting principles determine which financial events and
transactions should be recorded in the bookkeeper’s books. The analysis
and interpretations should be recorded in the bookkeeper’s books. The
analysis and interpretation of these records are the primary function of
accounting. The various financial statements produced by accountants
then provide managers with the basis for future financial planning and
control, and provide other interested parties (investors, the government)
with useful information about the company.

Modern accounting system is considered to be a seven-step cycle.
The first three steps fall under the bookkeeping function, such as: 1) the
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systematic recording of financial transactions; 2) the transferring of the
amounts from various journals to general ledger (also called “posting
step™); 3) the drawing up of the trial balance.

Record keeping of companies is based on a double-entry system,
due to which each transaction is recorded on the basis of its dual impact
on the company’s financial position. To make a complete bookkeeping
record of every transaction in a journal, one should consider interrelated
aspects of every transaction, and entries must be made in different
accounts to keep the ins (receipts) and outs (payments) balanced.

A typical account is known to have two sides: the items on the left
side are called debits, while the items on the right side are credits.

Thus, double-entry bookkeeping doesn’t mean that the same
transaction is entered twice, it means that the same amount of money is
always debited to one account and credited to another account, each
record having its own effect on the whole financial structure of the
company. Certain accounts are increased with debits and decreased with
credits, while other accounts are increased with credits and decreased with
debits.

In the second step in the accounting cycle, the amounts from the
various journals are usually monthly transferred to the company’s general
ledger — a procedure called posting. Posting data to the ledgers is followed
by listing the balances of all the accounts and calculating whether the sum
of all the debit balances agrees with the sum of all the credit balances.
This procedure known as the drawing up of a trial balance and those that
follow it usually take place at the end of the fiscal year. By making a trial
balance, the record-keeping accuracy can be checked. The trial balance
having been successfully prepared, the bookkeeping portion of the
accounting cycle is completed.

The double-entry system of bookkeeping enables every company to
determine at any time the value of each item that is owned, how much of
this value belongs to creditors, the total profit and how much belongs to
the business clear of debt. Thus, one advantage of the double— entry
system is that its information is complete enough to be used as the basis
for making business decisions. Another advantage is that errors are
readily detected, since the system is based on equations that must always
be in balance.
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1L Notes:

1) double-entry bookkeeping —
cucreMa OyXrajTepcKoro ydeTa c
JBOHHOI 3aITUCHIO

2) receipts — DEHEKHBIE
NOCTYIJIEHHA, BRIPYYKA; IPHXOJ;
JOXOJIB

3) monthly statement —
€)XeMECAYHBIN OI0JIETeHB

4) ledger posting — 3amuchk B
[JIaBHYIO OYXTalITePCKYIO KHUTY

5) trial balance — npoGHEIiA,
NpeIBapUTEIbLHBIN
Oyxranrepckuit 6ananc

III.  Answer the questions:

hadlt b e

accounting cycle?

6) to bring accounts to a balance —
COCTaBJIATH CBOAHBIHN OajiaHCc

7) balances with foreign banks —
OCTATKH Ha CYeTax B
3arpaHMYHBIX OaHKax

8) debit — neber (pacxon)

9) credit account — 3an¥ce B paBoi
YacTH CYeTa, OTpaKalomas
TIPUXOJ aKTHBA

10)accuracy — TOYHOCTb,
NPaBHJIBHOCTb, TIIATENIBHOCTh

What role does bookkeeping play in the accounting cycle?
What is the modern concept of the accounting system?
What tasks should a bookkeeper solve at the first three steps of the

4. What does double-entry bookkeeping mean?
5. What are the advantages of the double-entry system?
IV.  Choose the right words in brackets:

1. The accounting cycle is known to consist of seven main steps, the

(bookkeeping / accounting) being responsible for the analysis and
interpretation of the (records / entries).
Having ‘drawn up the (balance sheet / trial balance), the bookkeeper
expects the final financial (accounts / statements) to be prepared in the
(accounting / managerial) department.

" A bookkeeper deals with taxes, cash flow which includes cash (receipts /

credits) and (debits / payments), sales, purchases and different other
business (activities / transactions).

Bookkeepers first (post / record) all the data in the books which are called
(ledgers / journals).

The record-keeping (accuracy / accurately) can’t be checked until total
debits and total credits are added together.
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Disagreement between the total of the (debits / receipts) and the total of
the (payments / credits) in the trial balance mean that there is an error in

the records.

A ledger is a book having one page for each (entry / account) in the organization’s
financial structure, (debits / credits) being shown on the left side.
8. All items of tangible assets should be (posted / listed) accurately before

calculating their depreciation.

9. If sources exceed uses, there will be (a balance / an excess) of cash
representing funds provided but not yet put to use in the business.

V. Finish up the following sentences in column “a” with the sentences

from column “b™:
A
1. The preparation of a trial balance
includes
2. A special book known as a
journal is used

3. Double-entry bookkeeping is a
system of recording accounts where

4. The posting procedure consists of

5. In bookkeeping a sum of money
paid or owed by a business

6. One should know that crediting
means

7. Unlike crediting the debiting
procedure means

8. Bookkeeping as part of the
accounting cycle deals with

9. A bookkeeper is sure to be fully
responsible for

10. The sum of money gained by a
business

B
a) recording in an account a sum of
money paid out or still owed.
b) regular transferring entries from
the journal to the appropriate
accounts in the ledger.
¢) for recording all primary
information about any business
transaction.
d) the accurate performance of the
first steps in the accounting cycle.
¢) is recorded on the right-hand side
of a list of accounts.
f) recording all money received by
and paid out of a company in
special books or computer files.
g) the checking of accounts by
comparing the total credits with the
total debits.
h) is shown on the lefi-hand side of
a list of accounts.
i) each sale or purchase is shown as
having an effect on both the debit and
the credit columns of an account.
j) recording the payment of a sum
of money into an account.
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VI
1.

Translate from Russian into English:
B HacTosuiee BpeMs cHcTeMa (PUHAHCOBOTO YY€Ta, KaK H3BECTHO, COCTOMT
W3 CEMH CTYyIIEHEH, mpuieM OyXralnTepcKuii y4eT npoBOAUTCS Ha MEPBBIX
Tpex 3Tanax.
ITpuHOAN OyXTaITEPCKOrO Y4eTa ¢ NBOHHOM 3anHChIO HCTIONB3YeTCs IUIS
KOHTpOJIA 338 QUHAHCOBBIM II0JIOXKEHHEM IIpeXIPHATHA.
CrnenmyeT 3HaTh, YTO THIMYHBIA CYET COCTOMT W3 ABYX 4acTeif: Jesas
YacTh M)A 3aMHCel pacxoJoB, a paBas YacTh MJIA 3alIUCE TOCTYIUICHHUH,
YT10OBI COCTaBUTh NMPOOHKIA GanaHc, HEOOXOAUMO NPOU3BECTH PAa3HOCKY
TI0 C9eTaM B rpoccOyX.
CoctaBneHneM npoOHoro OajaHca B KOHIE OrOmKeTHOro -roma
3aBepINAOTCA NepBble TPH CTYNeHH GHHAHCOBOTO YYETHOTO MUKIIA.
OHUHAHCOBBIH yyeT obecrnieynBaeT AaHHbIE WIS IKOHOMUYECKOTO aHaIHu3a
H IUIaHUPOBAHHUSA MOBHIICHUSA NPOU3BOAUTENLHOCTH TPY/Aa U IOXO0/a.

VII. Make up the plan to the text.

VIII. Give the annotation to the text.
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UNIT 6
I. Read and translate the text.

ACCOUNTING INFORMATION

Accounting provides informational access to a company’s financial
condition for three broad interest groups. First, it gives the company’s
management the information to evaluate financial performance over a previous
period of time, and to make decisions regarding the future. Second, it informs the
general public, and in particular those who are interested in buying its stock, about
the financial position of the company. Third, accounting provides reports for the
tax and regulatory departments of the government. In general, accounting
information can be classified into two main categories: financial accounting (or
public information) and managerial accounting (or private information).

Managerial accounting deals with cost and profit relationships, efficiency
and productivity, planning and control, pricing decisions, capital budgeting, etc.
Not being generally spread outside the company, this information provides a wide
variety of specialized reports for division managers, department heads, project
directors.

A standard set of financial statements is expected to be prepared regularly
by financial accounting and published in an annual report at the end of the fiscal
year. Being prepared in accordance with generally accepted accounting
principles, these statements include the following items: 1) the balance sheet, 2)
the statement of cash flows, 3) the income statement, 4) the statement of retained
earnings.

Information relating to the financial position of a company, mainly about
assets and liabilities, is presented in a balance sheet. The statement of cash flows
shows the changes in the company’s financial position and provides information
which is not available in either an income statement or a balance sheet. Thus, the
statement of cash flows represents the sources and the uses of the company’s
funds for operating activities, applications of working capital and data about
additional financial support. Provided the company couldn’t generate sufficient
cash to finance its activities, it would be necessary to borrow money and it should
be indicated in the statement.

Another financial statement disclosing the results of the company’s
activity is known as the income and expense statement. Prepared for a defined
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time interval, this statement summarizes the company’s revenues, expenses, gains
and losses and shows whether a company has made a profit within the period.
Income is considered to be the difference between revenues and expenses. If the
total expenses exceeded the total revenues during the period, the difference would
be the net loss of the company. Revenues are transactions that represent the
inflow of assets as a result of operations — that is, the assets received from selling
goods and rendering services. Expenses are transactions involving the outflow of
assets in order to generate revenue, such as wages, salaries, rent, interest and
taxes. In addition to disclosing revenues and expenses, the income statement also
lists gains and losses from other kinds of transactions such as the sale of plant
assets or the payments of long-term liabilities.

The income statement excludes the amount of assets withdrawn by the
owners, in a corporation such withdrawal of assets being called dividends. The
separate statement of retained earnings and stockholder’s equity shows investors
what has happened to their ownership in the company, how carnings and new
stock issuance have increased its value, and what dividends were paid.

Each of these reports contains figures for previous years and for the
current period, providing a way of comparing present and past company
performance. Being prepared for the use of management, the financial statements
contain neither debit nor credit columns. These statements are accompanied by
additional data about the particular accounting method used, as well as
explanations about the most important events within the previous year.

II. Notes:

1) tax and regulatory departments —  5) budgeting ~ cocTaBnesne cMeTh!
OTIETb! N0 HanoroobnoxeHnto 1~ 6) statement of retained earnings —
peryJaHpOBaHUIO KEXTENBHOCTH OTYET O HepacnpeneNieHHO M
KOMITaHUiH Jbe) i (88111

2) operating activities — 7) statement of cash flows - order o
yIIpaBlIeHIeCKas TeATENBHOCTh JBHXEHHUM JEHEKHBIX TIOTOKOB

3) financial performance — 8) disclosure — packpsiTue,
(rHaHCOBAs KEATENBHOCTD cooO1ueHue

4) managerial accounting — 9) net loss — yuCTBI YOBITOK
YHpaBJIeHYECKas OTYETHOCTD, 10)to render an account for payment
y4er —~ MPEAOCTABJIATH CYET K OILIaTe

III.  Answer the questions:

1. Who is interested in accounting information?

2. What are the main differences between financial and managerial
accounting?
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3. Why is it important to prepare the statement of a company’s cash flows?
4. How can revenues and expenses be defined?
5. Why is it necessary to prepare additional reports?

IV.  Finish up the following sentences in column “a” with the sentences
from column “b”:
A B
1. A balance sheet represents a) about a company’s revenues,
expenses, gains and losses.
2. The statement of each flows b) relating to the profitability of the
provides the information company and its financial position
3. The income statement summari- c¢) the main accounting equation
zes the data
4. The statement of retained ear- d) stockholder’s equity and divi-
nings discloses the information dends.

concerning
5. Financial accounting includes e) about the changes in the financial
the information structure of the company

V. Translate from Russian into English:

QUHAHCOBBIE OTHETH, MyONMKyeMble €XerofHO s aKIHOHEepOoB,

NIPEICTaBIIAIOT HHTEPEC AT HAJIOTOBBIX OPTaHOB.

2. Otyersl mis ynpaBlieHHs COAEPXKAT [aHHbIE O IUIAHMPOBAHMH, O
B3aHMOCBA3AX CTOMMOCTH M [pHUOBITHM, O ILEHOOOpa3oBaHUH, O
cocTaBieHMH  GrookeTa, 3(¢EKTHBHOCTH M POU3BOAUTENLHOCTH
[peANpHUATHS.

3. OrTyer O [AEHEXHBIX MOTOKAaX MOKA3bIBAET, HAKOMMIA JHM KOMIIAHUA
JOCTaTOYHO HaJIMYHBIX JEHEXHBIX CPEACTB IUIA (HHAHCHPOBAHUA CBOEH
JEeATeJIBHOCTH WIN HeOOXOAUMO ObUIO OpaTh AEHBIH B3aHMEL.

4. Otyer o npubbIIM NpeIOCTaBNAET JaHHBIE, KAK O AOXOAAX U pacxojax,
TaK 4 O npuOBIIAX U YOBITKaX KOMIIaHUH 32 TOA.

5. OtueT O HepacmpeneneHHOH NpHOBUTN BKFOYaeT HHopMmammio 00
HCTIONB30BaHNM AKIHUOHEPHOTO KaluTaja W 06 YpOBHe IUBHICHIOB
aKUHMOHEPOB.

[a—y

V1.  Retell the text.

VII. Think and say in what financial figures and statements the
following groups of people are more interested: a) stockholders; b)
managers; c¢) creditors; d) the company’s employees; €) competitors;
f) fiscal officials. Why? Find additional information.
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UNIT 7
L Read and translate the text.

FORMS OF BUSINESS OWNERSHIP

Business is a commercial enterprise performing all those functions
that govern the production, distribution, and sale of goods and service for
the benefit of the buyer and the profit of the seller. Since the beginning of
the era of economic progress old ways of running business have been
modified, and new forms of business organization have been introduced.
This has enabled various branches of industry to adapt to changing
conditions and to function more easily,.efficiently and profitably, sole
proprietorship, partnership, and corporation being the main three forms of
business ownership.

A sole proprietorship is a business owned by one person, in which all
the profits belong to the owner, the latter being fully responsible for the
success and the failure of the business. Unless an activity is specifically
prohibited by law, no field of business is closed to an owner. Although
advantages for the small business exist in this form, certain drawbacks
make it undesirable for larger concerns. In the first place, the single owner
is seldom able to invest as much capital as can be obtained by a partnership
or a corporation. If single owners are able to invest large amounts of capital,
they run great risk of losing it all because they are personally liable for all
the debts of their businesses. It is due to unlimited liability that all the
personal assets of the owner, including his home and car, can be sold to
settle the debts of the business. Unless the owner has much personal wealth,
the business may have difficulty borrowing money in critical times. A sole
proprietorship may also have difficulty hiring and keeping good employees,
because the business will dissolve when the owner retires or dies.

A partnership is an association of two or more persons who have
agreed to combine their financial assets, labor, property, and other resources
as well as their abilities and who carry on a business jointly for the purpose
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of profit. The agreement the partners usually sign to form an association is
known as a partnership contract and may include general policies,
distribution of profits, responsibilities.

Like the sole proprietorship, the partnership is easy to establish, and its
profits are not subjected to federal corporation taxes. Financing is generally
easier to obtain because the personal assets of the group are usually larger and
the chances of success are higher. The major disadvantage of the partnership is
unlimited liability of each partner for the debts of the business, that is, complete
financial responsibility for losses. Furthermore, partners who wish to retire may
find it difficult to recover their investments without dissolving the partnership
and ending the business.

A business corporation is an organization created by law that allows
people to associate together for the purpose of making profit. Corporations
are also known as joint-stock companies because they are jointly owned by
different persons who receive shares of stock in exchange for an investment
of money in the company. Shares represent fractions of the company’s
assets such as cash, equipment, real estate, manufactured goods, etc.

Though the corporation is more difficult and expensive to organize
than other business forms, it has a number of advantages. First, investors can
limit their personal liability to the amount of money they have invested, thus,
if the corporation goes bankrupt, they can lose no more than have put in.
Second, money to operate the business is obtained by the sale of stocks to the
general public and this enables the corporation to exist independently of its
owners. The corporation also finds it easier to borrow money from banks and
it is also a successful means for attracting large amounts of capital and
investing the latter in plants, modern equipment and expensive research.
Salaries large corporations can offer to managers and specialists are high and
that allows corporations to hire professional and talented employees.

The great drawback of the corporate form of ownership is double
taxation of profits which means that business corporations must pay taxes
on their net income, and then the shareholders are to pay taxes on the
income they receive as dividends on their stock. Different kinds of reports
to be filled to federal and state regulatory agencies about the corporation
activity can also be considered as another disadvantage of this business
form. However, in teims of size and influence it is the corporation that has
become the dominant business form existing in most countries with free
market economy.
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II.

i

2

3)

4)

5)

III.
1.

N AN

IV.

Notes:

) corporate ownership —
aKUVOHEpHas COOCTBEHHOCTh

) sole proprietorship —

€IMHOIUYHAs COOCTBEHHOCTH

partnership — napTHepcTBoO,

TOBapHILECTBO

to prohibit by law — 3anpemars

3aKOHOM

drawback ~ HeocTaTok

Answer the questions:

ownership?
What is a sole proprietorship?

from column “b”:
A
1. If one of the partners retired
2. The purpose of market analysis
1S

3. Each group of consumers looks
for different qualities in

4. The reports the auditor prepares
annually should be

5. The banks have to keep enough
cash

to be liable for smb— HecTH
OTBETCTBEHHOCTH 32 KOro-TO
unlimited liability —
HeorpaHUueHHas
OTBETCTBEHHOCTH

dissolve — TUKBHAMPOBATH

to recover debts ~ B3BICKUBATHL
Aonru

10)joint-stock company —
aKIHMOHEPHOE 00LIECTBO

6)

7

8)
9)

What are the main reasons of developing different forms of business

Are there any limitations as to the field of activity of a proprietor?
What are similarities and differences between a sole proprietorship?
How can large amounts of money attracted by a corporation be used?

Finish up the following sentences in column “a” with the sentences

B
a) the products they buy
b) it would be difficult to determine
and to recover his share in the
business
c) available
shareholders
d) to anticipate the share of the
particular  market the product can
expect to recieve
e) to provide for those clients who
don’t want to pay cheques or use
credit cards

to the company’s
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V.

VL

Translate from Russian into English:
INosisnenue Tpex (opM COOCTBEHHOCTH B3aHMOCBA3aHO C OypHBIM
9KOHOMMYECKHM IPOTPECCOM BO BCEX OTPACIAX NPOMBIIUIEHHOCTH.
Ilpu exuHonMuHOM (popMe COOCTBEHHOCTH Biaienel INOJY4aeT BCIO
NpUOBLIb, a TaK XK€ HeCeT HEOrPAHHYEHHYIO OTBETCTBEHHOCTh B CIlydae
HECNOCOOHOCTH BBIMONHUTh 00A3aTesIbcTBA Iepel IOCTAaBIIMKaMHM H
KIHEHTaMH.
ITapTHEpCTBO TNO3BONAET BlageNbLiaM OOBEAUHUTH CBOM (PUHAHCOBBIE
KanuTansl A01s NOJIy4eHus NpUObUIK U obaerdeHye nony4eHus KpeauTa y
6aHKOB.
OcCHOBHOE  NpEUMYWIECTBO  KOpMOpallMH  3TO  OrpaHH4€HHas
OTBETCTBEHHOCTh AKIIHOHEPOB.
Cucrema IBOMHOrO HaJIOroo00KeHUA BKIIOYAeT NMOJOXOAHBIH HAJOr Ha
NoJIy4yaeMble aKIIHOHEPaMH JUBUICHIBI.

Grasp the main idea of the text.

VII. What major Kyrgyz companies or corporations do you know?

Make up a presentation.
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UNIT 8 \
I. Read and translate the text.

PROPRIETORSHIPS AND PARTNERSHIPS

There are three major types of business enterprises: the individual
proprietorship, the partnership, and the corporation. The proprietorship is a
business firm owned by a single party. The partnership is one owned by two
or more parties. The corporation is a separate legal entity that operates under
a grant of authority from a state or other governmental body and is owned by
one or more stockholders.

The proprietorship is far and away the most common type of business
in the United States. Indeed, proprietorships compose approximately 70
percent of the over 16 million enterprises. Partnerships account for about 10
percent and corporations 20 percent. However, proprietorships generate only
7 percent of business receipts and partnerships only 4 percent. Corporations
generate the remaining 89 percent. Moreover, the largest 3 percent of
corporations generates approximately 62 percent of corporate business
receipts.

Corporations are often thought of as large enterprises, proprietorships
and partnerships as small. While it is true that most proprietorships and
partnerships are small businesses, most corporations are also relatively small,
often family-owned firms. The corporation is associated with bigness because
most large businesses — those that account for the major part of industrial
output — are corporations. Nevertheless, many large enterprises are organized
as partnerships. Service organizations such as brokerage firms and CPA firms
may be organized as partnerships even though they generate hundreds of
millions of dollars in annual revenues.

Proprietorships and partnerships are, in a legal sense, extensions of
their owners. One or more parties simply establish a business. They purchase
or rent whatever equipment or space is needed, acquire supplies or inventory
and obtain any local operating licenses that might be required. No formal
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charter or state certificates are required. If the business is to be operated as a
partnership it is generally wise to have an attorney draw up a partnership
agreement that specifies the rights and obligations of each partner — how
profits will be distributed, who will perform what services, how much each
partner must contribute initially, what rights of survivorship will accrue to
each partner’s estate, what limitations there will be upon sale of a partner’s
interest in the business. But a partnership agreement is for the protection of
the individual partners; it is not ordinarily required by law.

A proprietor, as well as each partner of a partnership, is usually
personally responsible for all obligations of his or her business. If the
enterprise suffers losses the owners are jointly and severable responsible for
all debts incurred. Partners will generally be held liable not only for their own
individual shares of the debts but, should their fellow partners be unable to
meet their shares of the claims against the business, for the debts of those
partners as well. As a consequence, few investors are as willing to purchase
an equity interest in a partnership as they might be to purchase one in a
corporation. In the event the partnership is liquidated and fellow partners are
unable to meet their share of obligations, the personal assets of the investors
might be subject to the claims of creditors. Their assets at risk are unlimited,
extending beyond their original investment.

There are no limits to the number of parties who might compose a
partnership. Because of the extended liability to which each partner is subject,
most partnerships are small — two or three members. However, many partnerships
are considerably larger. Some CPA firms that are organized as partnerships have
thousands of partners who are located throughout the world.

Neither proprietorships nor partnerships are subject to federal or state
taxes on income. Instead, the tax is assessed on the individual owners. If the
organization is a partnership then each partner is taxed on his or her own
share of partnership earnings. The rate of tax is determined by the tax bracket
in which the individual partner falls after taking into account earnings from
non partnership sources. Each partner is taxed on his or her individual share
of the entire earnings of the partnership, not just on withdrawals from the
business. Thus, especially if the partnership requires capital for expansion, a
partner may be taxed on earnings that are retained in the business and are not
available for his or her discretionary use as well as on funds actually taken
from the business.
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2)
1
2)
3)
4)
5)

3)

—

4)

Notes:
proprietorship — vactHoe 6) attorney — anBokaT
NpEeNNPUHUMATENECTBO, PABO 7) draw up — cocTaBasTh
cO6CTBEHHOCTH 8) accrue — HaKOIIATBCA, HAPACTATh
separate legal entity — ornensHoe (o npouenTax)
FOPHUIMIECKOE JTULIO 9) asset(s) — UMYLIECTBO, aKTHB,
approximately — npubnu3uTeILHO ¢douz, ranuran
revenue — JI0X0[l, NpubHLIL 10) consequence — cneacTBue,
extension — pacuiupeHue TOC/IEICTBHE

Answer the questions:
How do we call the business if you go into it alone?
What kind of business is the most common type of business in the United
States?
What are the advantages of a partnership?
Discuss the disadvantages of a partnership. Would you prefer partnership
or proprietorship for business? Give your reasons.
In what cases are the owners responsible for all debts incurred?

Match words or notions:

1) enterprise a) decide or fix that amount of (e.g. a tax or

fine)

2) receipt b) withdrawing or being withdrawn

3) inventory ¢) judge or estimate the value or qualities

4) charter d) enlargement

S) assets ¢) fairness; right judgment

6) withdrawal f) buy (which is much more usual)

7) rate g) undertaking, especially one that needs

courage or boldness or that offers difficulty

8) expansion h) money received (in a business, etc)

(contrasted with expenditure)

9) equity i) detailed list, e.g.: of house goods,

furniture, etc.

10) purchase J) (written or printed statement of) rights,

permission, especially from a ruler or a
government
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Insert missing words and words combinations:

1.

... is a separate legal entity that operates under a grant of authority from a
state or other ... body and is owned by one or more ....

Corporations are often thought of as ..., proprietorships and ... as small.
One or ... simply establish a business.

A proprietor, as well as each partner of a partnership, is usually personally
... for all obligations of his or her business.

Because of the ... to which each partner is subject, most partnerships are
small — two or three members.

If ... is a partnership, then each partner is taxed on his or her own share of
partnership earnings.

Each partner is taxed on his or her ... of the ... of the partnership, not just
on withdrawals from the business.

Translate from Russian into English:

Kopnopauus — oTaenbHOE IOPHUAMYECKOE JIMIO, KOTOpPOe paboTaeT MNox
PYKOBOACTBOM rocy 1apCTBEHHBIX BJIACTEH M IpyTHX
TIPaBHUTENBCTBEHHBIX OPraHOB, M NPHHAANCKUT OAHOMY WM Oonee
aKIMOHEPaM.

OpHako MHOTME U3 KPYNHBIX NPEANPUATHH OpraHU3OBaHBl Kak
NapTHEePCTBA.

Ecnu 6u3Hec HomkeH HeliCTBOBaTh KaK NAapTHEPCTBO, TO B OOHIEM
6raropasyMHO HMMETh IOpHUCTA TMPH COCTaBIEHHMM NapTHEPCKOTO
COrNIAlUCHHs, KOTOphI MOAPOOHO OOBACHUT NpaBa M OOA3aHHOCTH
KaXXHOTO MapTHEpa — KaK pacmpeleNuTh NpHOBUIb, KTO KaKylo paboTty
OyAeT BBINIONHATH, CKOJNBKO INEPBOHAYAIBHO KaXAbli M3 MapTHEPOB
JOJKEH BKJIAJbIBATh, KaKue NpaBa NpHOOpETacT DapTHEP BCIEICTBHE
CMEPTH COydpeauTeNnel, KaKue OTPaHW4CHUA M Kakod NpOLEHT Oyner y
NapTHepa nocJe NpoAaxy OU3Heca.

Ho cornameHne napTHepcTBa He TpeOyeTcs COMNIACHO 3aKOHY, 3TO
00BIYHO HEOOXOAUMO IS 3ALIMTHI KaXKAOTO U3 APTHEPOB.

Ecnu npeanpusTHe HECeT TMOTEPH, BIAAENBLB! COBMECTHO HECYT
OTBETCTBEHHOCTb 32 BCE TIOHECEHHEIE JOJTH.

B cny4ae, ecnu napraepcTBO OYAET aHHYJIMPOBAaHO U MapTHep He OyIeT B
COCTOSIHUM TIOTacUTh 0053aTeNbCTBA, TMYHBIE aKTHBEI UHBECTOPOB MOTYT
nepeiTH K KpeJUuTopaM Kak MorameHue o013aTeNbCTB.
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7. Hexoroppie ¢upmpt CPA, xortopsle OpinM OpraHu30BaHBl  Kak
NapTHEPCTBAa, UMEIOT THICAYH NAapPTHEPOB 10 BCEMY MUDY.

8. ITapTHEPCTBO YacTo NOMyYaeT HAJIOrOBBiE JILTOTHI OT IPaBHATENILCTBA.

9. IlapTHEpCTBO UMEET MHOTO NPEUMYIIECTB. 3

10. AXuMOHephl — 3TO JIMLA, KOTOPbIE BKJIaJBIBAIOT CPEACTBA B KOPNOPAaLMIO
nyTeM NpHOOpETeHHA NTaKeTa aKUuit.

Advertise a corporate form of proprietorship.

Consult a lawyer how to form a partnership.
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UNIT 9
I. Read and translate the text.

CORPORATIONS

A corporation, by contrast, is a legal entity separate and distinct
from its owners. It is a legal “person” created by the state. A corporation
is owned by its stockholders, but its stockholders are not compelled to
take an active role in its management. In many corporations there is a
distinct separation of ownership and operating control, with managers
typically holding only a small fraction of total shares outstanding. A
corporation has an indefinite life. It continues in existence regardless of
the personal fortunes of its owners. Its owners are commonly free to
transfer or sell their shares of stock to anyone they wish.

Corporations, unlike proprietorships or partnerships, are creatures
of the state. A corporation has the right to own property in its own name,
and it can sue or be sued. Upon its formation it must be chartered by the
state. Although at one time charters were granted only upon special acts
of the legislature today they are routinely issued upon submission of
certificates of incorporation and supplementary application forms and
payment of necessary fees. The certificate of incorporation specifies the
name of the proposed corporation its purposes (most certificates of
incorporation are drawn so as to allow the company to engage in an
unlimited range of business activities), the number of shares authorized to
be issued, and the number of directors.

Once the charter has been issued, the corporation has to adopt
formal bylaws, which govern a number of critical areas of operation. They
cover such matters as the issuance and transfer of stock and the conduct of
meetings of directors and stockholders.

The single most significant distinction between corporations and
proprietorships or partnerships is that the liability of stockholders of a
corporation is limited to the amount of their initial investment in the
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company, whereas that of the owners of proprietorships or partnerships is
unlimited. With few exceptions, the maximum loss that a stockholder can
sustain on the purchase of an interest in a corporation is the amount of his
or her initial investment. Should the corporation fail, creditors can avail
themselves of only the assets of the corporation: they cannot seek redress
against the personal assets of the individual stockholders. Only in rare
circumstances — the involvement of corporate stockholders in fraud, for
example — is it possible for creditors or others who may have judgments
against the corporation to “pierce the corporate veil” and bring a
successful legal action against the individual stockholders. Because it is
able to protect investors against unlimited loss, the corporation is a
vehicle that is well suited to raise large amounts of capital. Investors may
be willing to purchase an ownership interest in a company knowing that
they can share in the gains of the company to an unlimited extent but that
their losses will be limited by the amount of their direct contributions.
They need not be overly concerned with the day-to-day operations of their
business since neither the managers nor their fellow owners can so
mismanage the business as to put their personal assets in jeopardy.

Corporations, like other legal persons, are subject to both federal
and state income taxes. Earnings of a corporation are taxes regardless of
whether or not they are distributed to its owners, albeit at rates different
from those of individuals. The individual owners of the corporation unlike
those of a partnership are not taxed on their shares of the earning that are
retained in the business; they are, however, taxed on the earnings when
corporate assets are distributed to them in the form of dividends. Earnings
of a corporation are taxed twice — once when earned by the corporation
and again when “earned” as dividends by the stockholders.

II. Notes:

1) legislature — 3axkonoparensHbii 4) to sustain — MOAKEPXKUBATH,
opras BBIAEPXKUBATH

2) supplementary — pmononuutens- S5) distinction — oTnuuue, paznuyue
HIi 6) to seek — nckaTh

3) by law ~ pacnopsxenue MectHeIX 7) fraud — o6MaH, MOIICHHHYECTBO
BJIaCTEH WIH kakoii-nu6o 8) jeopardy — omacHOCTbH, PUCK
Oprasu3anuu 9) regardless — He cuuTas

10)extent — pa3mep, cTeneHs
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III. Answer the questions:

1.
2.

What is a business corporation?

A corporation, it is said, is a legal “person”. Why is a corporation, but not
a partnership or a proprietorship so described?

What are the critical accounting problems involved in the formation of a
corporation?

What warnings would you give to someone who is about to purchase the
common stock of a newly organized corporation?

What are the advantages and disadvantages of the corporate form of
ownership?

The risks of being a silent partner (one who takes no active role in
management) of a business organized as a partnership are for greater than
those of being a silent stockholder of a firm organized as a corporation.
Do you agree? Explain.

IV. Match words or notions:

1) distinct a) make use of, profit by, take
advantage of

2) fraction b) make up for, do something that
compensates for (a wrong)

3) transfer ¢) carriage (car, lorry, van, bus, etc)

(usually wheeled) for moving
goods or passengers on land (and
in space)

4) adopt d) anything owned by a person,
company, etc that has money
value and that may be sold to pay

debts

5) avail e) keep in place

6) redress f) relating to supporting, central (as
distinct from state) government

7) vehicle g) accept, e.g a report or
recommendation

8) asset(s) h) change position, move

9) retain i) small part or bit

10) federal j) different in kind
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V.
1.

VL

*

Insert missing words and words combinations:
... is owned by its stockholders but its stockholders are not compelled to
take an ... in its management.
A corporation has the right to own ... in its own name, and it can sue or be
sued.
Although at one time ... were ... only upon special acts of the ..., ... they
are routinely issued upon submission of certificates of incorporation and
supplementary application forms and payment of necessary fees.
The single most ... between corporations and proprietorships or
partnerships is that ... ... of a corporation is limited to the amount of their
initial investment in the company, whereas that of the owners of ... or
partnerships are unlimited.
... may be willing to ... an ownership interest in a company knowing that
they can share in the gains of the ... to an ... but that their losses will be
limited by the amount of their direct contributions.
Earnings of corporation are ... regardless of whether or not they are
distributed to its ..., albeit at rates different from those of ....
Earnings of a corporation are taxed twice — once when earned by the
corporation and again when “earned” as ... by the ....

Translate from Russian into English:
Kopnopauus ssnseTcs coOOCTBEHHOCTHIO aKLIHOHEPOB, KOTOPBIE MOTYT He
MPUHUMATh Y9acTHs B YNPABI€HUH KOMIIaHUH.
EnuncTBeHHoe Hauboliee 3HaYMTENIbHOE pa3IMyue MEX1y KOpriopauusMH
M 4YaCTHOM COOCTBEHHOCTHM WJIM MAapTHEPCTBaMH — TO, 4TO
OTBETCTBEHHOCTh AaKIMOHEPOB KOPIOPAaLMM OrpaHMYEHa Ha CyMMYy HX
HayalbHBIX MHBECTHLHMH B KOMIAHUM, TOTAA KaK y BIaJeNblLEB YaCTHOM
cOOCTBEHHOCTH WJIM NTAPTHEPCTB HE OrpaHMYEHa.
HHBecTOpB! MOTYT KYNUTH JONO COOCTBEHHOCTH B KOMITAHHMM, 3Has 4TO
OHU MOTYT pa3feNuTs NpHOBUTL KOMIAHMM Ha HEOTpaHWYEHHbIN CPOK, a
UX yOBITKH OyIyT OrpaHH4YeHBI YUCIIOM NPSAMBIX UHBECTHLIUH.
Kopropauuy, kak ¥ JApyrue IOpuaudeckde IMua, obnararorcs ABYMs
MOIOXOXHBIMM HaJIOTaMu: (peepanbHBIM U FOCY 1apCTBEHHBIM.
Koprniopanuss wumeer Oombllie  BO3MOXHOCTEH Ui  BOBJIEYEHHS
(UHAHCOBBIX PECYPCOB, YEM ITapTHEPCTBO.
AKUMOHEpB! MMEIOT pelIarolee CJIOBO B YIPaBISHHUH KOPIIOpauyeii.
AXUMH — 3TO CepTU(HKATHI Ha NPaBO COOCTBEHHOCTHU B KOPIOpALMH.
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VII. Speak on the following situation:

William Elton is the sole stockholder of the Elton Co. Mr. Elton
intends to contribute $1 million of his personal funds to the corporation to
finance expansion of a plant. He expects that the added capacity of the plant
will enable the company to earn $ 300.000 per year additional income, before
federal and state taxes. Mr. Elton has asked your advice as to whether he
should have the corporation issue common stock or bonds in return for the $1
million. Mr. Elton intends to withdraw $ 100.000 of the additional earning
each year, either in the form of interest on bonds or dividends on the common
stock. The corporation pays combined federal state, and local taxes at a rate
of 40 percent. Mr. Elton personally pays at a rate of 50 percent. Mr. Elton
would be required to pay taxes on all returns from the corporation, regardless
of whether in the form of interest or dividends.

What advice would you give to Mr. Elton?

VIIL. Make up a dialogue between a lawyer and a businessman who
wants to form a corporation.
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UNIT 10
I Read and translate the text.

CORPORATIONS VERSUS PARTNERSHIPS:
DISTINCTIONS IN PERSPECTIVE

It is easy to place too much emphasis on the distinction between
partnerships and corporations. For some businesses, especially smaller
enterprises, the differences may be more of form than of substance.

For a small business the corporate form of organization is unlikely
to facilitate acquisition of required capital any more than would the
partnership form. Most small enterprises have difficulty obtaining equity
capital, not so much because potential investors are concerned about
subjecting all of their personal assets to possible loss, but rather because
they are unwilling to risk any funds on the venture. Smail businesses are
inherently hazardous, and the corporate form of organization does not by
itself enhance prospects for success.

Equally significant, the limited liability feature of the corporate
form of organization may actually deter potential suppliers of capital. To
a bank or other lending institution, the limitation on owners’ liability is an
obstacle rather than an inducement to making a loan. The bank, after all,
wants assurance that in the event of default it can have access to all the
assets of owners, not merely those devoted to the business. As a
consequence, many lenders circumvent the limitations on stockholder
liability by requiring that the stockholders personally cosign any notes
issued by the corporation.

The distinction between the corporate and partnership form of
organization has been diminished further in recent years by legislation in
some state that provides for the limitation on the liability of certain
partners in selected circumstances. As long as there exists one general
partner whose liability is unlimited, the liability of other partners,
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particularly those who take no part in the day-to-day management of the
enterprise, may be limited.

The advantage of a corporation over a partnership is that shares of
ownership are readily transferable may be more illusory than real.
Although the shares of Major Corporation can be sold difficulty, those of
companies that are closely held by a small number of stockholders could
probably not be sold any more easily than could a similar interest in a
partnership. Indeed, agreements among stockholders of smaller companies
sometimes provide that all sales of shares to outsiders must meet the
approval of existing owners.

The tax distinctions between partnerships and corporation have
also been diminished greatly by statute. The current federal tax code
provides that if certain criteria are met, small corporations may elect to be
taxed as partnerships. As a consequence, Small Corporation can avoid the
burden of “double” taxation; only stockholders, not the corporation, will
be on corporate earning.

I1. Notes:
1) to facilitate - oGmeruuts, 7) general partner — oOuHit napTHEp
COACHCTBOBATH (Hecymmii MONHYI0 IOpHUAMYEC-
2) acquisition — npuoGpeTeHue KYIO OTBETCTBEHHOCTH 32 JI€J10)
3) equity capital — coOcrBeHHbif 8) statute —3akoH, ycTaB
KanmuTaj 9) illusory — OOMaH4YHBBIN, HILTO-
4) inherently — HeoTBeMIIEMO 30pHBLi
5) hazardous — puckoBaHHEI# 10) to obtain — monyyars, mnpuo-
6) to circumvent — pacCTPOHTbH 6peTtath

(nnaHet), oOMaHyTh

III. Answer the questions:

1. What is the distinction between the corporate and partnership form of
organization?

2. What does it mean to have unlimited liability?

3. What is the difference between a general partnership and a limited
partnership?

4. What kind of partner would you like to be: a general partner or a limited
partner? Why so?

5. What is the advantage of a corporation over a partnership?
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IV. Match words or notions:

1) substance a) obligation; sums of money that
must be paid (contrasted with
assets)

2) enhance b) keep or get away from

3) obstacle c) (written) law passed by
Parliament or other law-making
body

4) liability d) that makes one thing different
from another one

5) avoid e) prevent (a plan) from being

carried out; find a way to get
round (a low, rule, etc)

6) statute f) united in one group

7) distinction g) most particular part, chief or real
meaning of something

8) circumvent h) add to (the value, attraction,
powers, price, etc)

9) corporate i) something that stops progress or
makes it difficult

V. Insert missing words and words combinations:

1. For a small business the corporate form of ... is unlikely to facilitate ... of
required capital any more than would the ... form.

2. Small businesses are ..., and the corporate form of organization does not
by itself enhance prospects for success.

3. Toa... or other ..., the limitation, on owners’ liability is an ... rather than
an inducement to making a loan.

4. The ... of a corporation over a partnership is that shares of ownership are
... may also be more illusory than real.

5. Indeed ... among stockholders of smaller companies sometimes provide
that ... to outsiders must meet the approval of ... owners.

6. The tax distinctions between ... and ... have also been diminished greatly
by statute.
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7. The current federal tax code ... that if certain criteria are met, small
corporations may elect to be taxed as partnerships.

VL. Translate from Russian into English:

1. V 6GonplIMHCTBA MENKHX NPENNPHUATHH €CTh TPYAHOCTH B IIOJYYCHHH
COOCTBEHHOIO KamuTana, IOTOMY 4TO TIOTCHUHMATHLHBIE HMHBECTODEI
00eCITIOKOEHBI BO3MOXHOH MOTepeli BCEX MX JMYHBIX aKTHBOB, a CKOpEe
NOTOMY, 4TO OHH HE JEJAKT pPHCKOBAaTh JIOOBIM KalHUTAIOM Ha
TIpEANPUATHH.

2. banky WM JpyroMy KpeOWUTHOMY YYPOKACHHMIO, OTrpaHHYEHHE Ha
OTBETCTBEHHOCTh BJIAfCTBLUEB — MNpPEMNTCTBYET, a HE CTHMYJIHMPYET K
CO3JaHHIO CCYHPbI.

3. Paznmaue ™exay koprnopatusBHOil ¢opmoit u ¢opmoii mapTHepcTBa
OpraHM3anMH OBIJI0 YMEHBIICHO Aajee B NOCICIHHE ToIbl B COOTBETCTBHH
C 3aKOHOJATENBCTBOM B  HEKOTOPBIX  TIOCYJapcTBax, KOTOpOE
MPeNyCMaTpPHBAET OrPaHWYEHHE Ha OTBETCTBEHHOCTH OIPEAEICHHBIX
NapTHEPOB NPH ONpeeIIEHHbIX 00CTOATEIBCTBAX.

4. CornameHuss Ccpeid aKIHOHEPOB MaJICHBKAX KOMIIAGHHMH MHOrIa
MpedyCMaTPUBAIOT, YTO BCE NPOJAAKH AKUMH NOCTOPOHHMM HOJKHBI
TIOy4aTh OJOOpPCHHUE BIANC/IbLEB.

5. Hommewnuil denepanbHblii HaNOTOBBIH KOIEKC NpeAyCMaTPUBAET, 4YTO
€CJIH ONpeNeNICHHbIE KPUTEPHH BHITIONHEHBI, TO MENKHE KOPHOPAIMH
MOTYT OBITH 00JIOMKEHBI HAJIOTOM, KaK fapTHEPCTBa.

VII. Give the main idea of every passage.

VIII. Retell the text.

46



UNIT 11
I. Read and translate the text.

WHAT IS A MONOPOLY?

The Economics Glossary defines monopoly as: «If a certain firm is
the only one that can produce a certain good, it has a monopoly in the market
for that good».

To understand what a monopoly is and how a monopoly operates,
we’ll have to delve deeper than this.

Features of a Monopoly

When we discuss a monopoly, oligopoly, etc. we’re discussing the
market for a particular type of product, such as toasters or DVD players. In
the textbook case of a monopoly, there is only one firm producing the good.
In a real world monopoly, such as the operating system monopoly, there is
one firm that provides the overwhelming majority of sales (Microsoft), and a
handful of small companies that have little or no impact on the dominant
firm.

Because there is only one firm (or essentially only one firm) in a
monopoly, the monopoly’s firm demand curve is identical to the market
demand curve, and the monopoly firm need not consider what its competitors
are pricing at.

Thus a monopoly will keep selling units as long as the extra amount
it received by selling an extra unit (the marginal cost). Thus the monopoly
firm will always set their quantity at the level where marginal cost is equal to
marginal revenue.

Because of this lack of competition, monopoly firms will make an
economic profit. This would normally cause other firms to enter the market.
For this market to remain a monopolistic one, there must be some barrier to
entry. A few common ones are:

Legal Barriers to entry — This is a situation where a law prevents
other firms from entering the market to sell a product. In the United States,
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only the USPS can deliver first class mail, so this would be a legal barrier to
entry. In many jurisdictions alcohol can only be sold by the government run
corporation, creating a legal barrier to entry in this market.

Patents — Patents are a subclass of legal barriers to entry, but they’re
important enough to be given their own section. A patent gives the inventor
of a product a monopoly in producing and selling that product for a limited
amount of time. Pfizer, inventors of the drug Viagra, have a patent on the
drug, thus Pfizer is the only company that can produce and sell Viagra until
the patent runs out. Patents are tools that governments use to promote
innovation, as companies should be more willing to create new products if
they know they’1ll have monopoly power over those products.

Natural Barriers to Entry — In these types of monopolies, other
firms cannot enter the market because either the startup costs are too high or
cost structure of the market Economists generally refer to these monopolies as
natural monopolies.

A natural monopoly is a situation where for technical or social
reasons there cannot be more than one efficient provider of a good. Public
utilities are usually considered to be natural monopolies. There’s the need to
know information on monopolies. Monopolies are unique relative to other
market structures, as it only contains one firm, and thus a monopoly firm has
far more power to set prices than firms in other market structures.

II. Notes:
1) to overwhelm ~— coxkpymars, 7) to promote — TIPOABHrarTh,
NOAABJIATH cozelicTBOBaTh, IOMOIATh
2) to delve — xonartb 8) innovation - HHHOBaIMA,
3) curve — KpuBas JIHHHA HOBLIECTBO
4) dominant — rocrogcTBYIOUIHIH 9) public utilities — xkoMMyHanbHBIE
5) handful - ropcrs, Manoe YCIYTH
KOJIHYECTBO 10) jurisdiction — npaBocyaue
6) marginal cost - mnpexeNbHbII
IOXOX

111. Answer the question:

1. What is a monopoly and how does a monopoly operate?
2. What features does a monopoly have?

3. How do monopolies differ from oligopolies?
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4. What is a patent?
5. What is the natural monopoly?

IV. Match words or notions:
1) curve
2) monopoly
3) revenue
4) lack

5) barrier
6) patent

7) utility

8) refer

9) innovation

10) section

a) limit or boundary

b) government authority giving
exclusive right to make or sell a
new invention

¢) public service such as the supply
of water or a bus service

d) apply to

¢) something new that is introduced

f) one of a number of parts which
can be put together to make a
structure

g) have less than enough of

h) income especially the total
annual income of the state;
government  which  collects
money for public funds

i) anything over which one person
or group has control and which
is not or cannot be shared by
others

j) line of which no parts is straight
like of the edge of a circle.

. Insert missing words and words combinations:
In a real words monopoly, such as the ... monopoly, there is one firm that

provides the ... majority of sales (Microsoft), and a handful of small
companies that have little or no ... the ... firm.

... revenue.

Thus the monopoly firm will always ... at the level where marginal cost is

. In the United States only the USPS can deliver first class mail, so this

would be ... to entry. In many jurisdictions alcohol can only be ... by the
..., creating a legal barrier to entry in this market.
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4.

5.

A ... gives the inventor of a product a monopoly in producing and ... that
product for a limited amount of time.

Patents are ... that government use ..., as companies should be more
willing to create new products if they know they’ll have ... over those
products.

Most public ... would fall into this category. Economists generally ... to
these monopolies as ....
A natural monopoly is a situation where for ... or ... reasons there cannot

be more than one efficient provider of a good.

VI. Translate from Russian inte English:

1.

Ecnu Ttonbko ofHa omnpexaeneHHas (upMa MOXET IIPOU3BOIUTH
OIIpeCNICHHBIH TOBap, OHa ABNAETCA MOHONONMEH Ha pBIHKE 3TOTO
TOBapa.

Koraa Mbi roBOpHM O MOHOIIOJNIHH, OJMIOIIOJMH, Mbl TOBOPUM O pPBIHKE
IVl ONpPENENeHHOTO BHIa NPOXYKTOB, TaKHX Kak TocTepsl mnx DVD-
IIeepHl.

IlpunepxuBafch TeOpHH, MOXHO CKasarb, YTO MOHOIONHA — 3TO
CHUTyalusi, KOTAa TONbKO 0fHa ¢HpMa npoU3BOIUT TOBAP.

H3-3a OTCYTCTBHA KOHKYPEHIMH, MOHONOJBHBIE (GHPMBI DOXYYaioT
9KOHOMHYECKYIO BHiroxy. BrionHe HOpManbHO, 4TO 3TO MOXET MOOYIHTH
npyrue GUpMBI BHEAPUTHCA B 3TOT PHIHOK.

ITaTeHTBl ~ 3TO WHCTPYMEHTBI, KOTOpBIE HCIIONB3YET IPABUTENHCTBO,
4TO0H HOOLPATH WHHOBALMU. KOMIaHUM 3aXOTAT NPOU3BOIUTH HOBBIE
IPOAYKTHl B GONBIIOM KONUYECTBE, €CIIH Y3HAIOT, uTo OyIyT HMMeETbh
MOHOTIOJIUCTHYECKYIO BIIACTh HA PHIHKE 3TOTO NPOAYKTA.

EcrecTBeHHas MOHOMNONMA — 3TO CHTyanus, IO TEXHHUYECKHM HIH
COLMANBHBIM TIPHYHMHAM, KOTJa HEe MOXeT ObITh OONBINE YEM OIHOTO
3¢ dEeKTUBHOrO NOCTaBLIMKA TOBApa.

MOHOIONUY YHUKAIGHBI OTHOCHTENBHO [JpPYTMX CTPYKTYp pBIHKA,
DOCKONIBKY OHM COIEepXar TONbKO ONHYy GMpMy, M TakuM oOpa3oM
MOHoONOJbHaA (¢upMa UMeeT ropazno Gonbile BIACTH B YCTaHOBJICHHM
1eH, YeM GUPMBI B APYTHX CTPYKTYpPaX phIHKA.

VII. Grasp the main idea of the text.

VIII. Make up a plan of the text and retell it.

50



UNIT 12
1. Read and translate the text.

CONGLOMERATES AND MULTINATIONALS

Many of today’s corporations have thousands of employees and
control billions of dollars in assets and it is the large corporations that define
the structure of the nation’s economy in the USA. They often dominate major
industries and regional economies, and make it possible to produce goods and
services that require combining massive amounts of capital, technological
know-how, labor resources, managerial skills, and the ability to obtain and
process large and diverse amounts of information. In 1990 the combined sales
of the largest S00 US industrial corporations were estimated as $2.3 trillion,
profits reached $93.4 billion, and they collectively employed nearly 12.5
million workers. The combined annual revenues of the world’s top five
corporations alone were nearly $450 billion and it was more than the gross
national product of several countries. Business having become more
competitive, new and more complex corporate combinations appeared. They
are known to be formed by the absorption of one or more companies by
another, the merger process involving either acquiring a controlling share of
a company’s stock or buying the company outright. Many corporations have
expanded by means of mergers with and acquisitions of businesses in
unrelated industries, such collections of businesses being called
conglomerates. For instance, International Telephone and Telegraph achieved
its growth by absorbing such companies as Sheraton Hotels, Avis Car
Rentals, the Hartford Insurance Company, Continental Bakeries, and others.
Antitrust laws preventing the growth of the corporations within a single field
have promoted the establishment of conglomerates. Between 1955 and 1980
the top 500 corporations absorbed some 4,500 smaller companies. One
problem caused by mergers is that the economic growth does not necessarily
result from them, and no new jobs may be created, sometimes acquisitions
influencing negatively the country’s economy. For example, a small company
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may be acquired by a larger one, have its assets drained off, and than be
liquidated, causing the loss of jobs, goods or services, and competition.
Another path to the growth for many corporations has been expansion abroad
and it gave rise to the formation of multinational corporations. Moving
production closer to markets by establishing foreign subsidiaries, such
corporations maintain extensive business activities and large-scale production
facilities throughout the world, and their revenues sometimes exceed the total
revenues of the countries in which they operate. The growth of multinationals
has had both benefits and drawbacks. It has linked the world more closely
together economically and has helped speeding the development of poorer
nations, It has also increased free-market competition by providing consumer
with greater choice in the goods they may buy. Among the drawbacks,
especially for American firms, have been a great outflow of money for
overseas investment and a net loss of jobs to foreign workers. Some firms
locate plants abroad in regions where labor is cheaper and ship the products
back to the United States to compete with more expensive domestically made
goods. Multinationals are so powerful throughout the world that they are to be
a dominant force shaping the world economy in future.

I1. Notes:

1) to dominate — npeobnanaTs 5) gross national product — BanoBsI

2) know-how — 1eXHOJOrHH HalMoHaNsHEIH npoxykT (BHIT)
TIPOM3BOJCTBA 6) competitive — KOHKYpEHTOCTIOCOGHBIIA

3) to process diverse amounts of 7) absorption — norIOUCHME
information — o6pabateiBaTh 8) merger — caMsAHME
pasHooOpa3Hoe koyudyecTBO 9) outright — cpasy
uHpopMaLUu 10)to drain off — BeIkaymBaTH, ACTOLIATE
4) collectively — coBMecTHO

I1I.Answer the questions:

1. How can you explain an important role of corporations in the national
economy of the USA?

How many corporations have been expanded? Give examples.

Were there any problems caused by mergers? Which?

What is the difference between conglomerates and multinationals?

What are the main benefits and drawbacks of conglomerates and
muitinationals?

ESNCRS
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IV.Finish up the following sentences in column “a” with the sentences

from column “b”;
A

. They are known to be formed by

. One problem caused by mergers

is that
Among drawbacks of
multinationals have been

. Multinationals are so powerful

throughout the world that they
are likely

. Another path to the growth for

many corporations has been
expansion abroad and

B

a) the economic growth does not
result from them, no new jobs
are created.

b) to be a dominant force shaping
the world economy in future.

¢) the absorption of one or more
companies by another

d) it gave rise to the formation of
multinational corporations.

e) a great outflow of money for
overseas investment and a net
loss of jobs to foreign workers.

V. Translate from Russian into English:

1.

MuHorue B3 CyuiecTBYIOLIMX Ha CETOJHALIHMH JeHb Kopropaiuid
JIOMHHHDPYIOT B BEAYUWIMX OTPAciAX NPOMBILIJIEHHOCTH H TPOM3BOAAT
TOBaphl U YCIYTH, KOTOpBIE TPeOyIOT GOMBIINX KAMTATOBIOKECHHMH.

K koHity 20 Beka mpeanpHATHA CTaTH Gojee KOHKYPEHTOCIOCOOHBIMHM U
MOABMIMCH OoJiee CI0XKHbIE 06 AMHEHUS.

MHorye KOpHmOpalMH pacliMpHUJINCh IOCPEJCTBOM  CIHMAHMA H
MOCHEAYIOIMM MpHOOpeTeHHEM MpPEeMNPHATHIH B APYFHX O1paciax
MPOMBILLICHIOCTH M CTATH Ha3bIBaThCA KOHTTIOMEPATaMH.

Bonbiiasgs xoMpmaHuA MOXKET NPHOOpPECTH MalleHbKYIO M MCTOIUMTL €€
aKTHBEI, YTO NPHBOJMT K Ge3paboTuiie U Ae(UIMTy TOBApOB H YCIYT.
MHorue ¢UpMH CTPOAT 3aBOAbI 32 IpaHHUIel, rae pabodas cuma JeLiese,
a 3aTeM NEPEBO3AT HX B CTPaHy.

VI.Make up a plan to the text and retell it.

VIL

Tell about the world’s largest and best known multinational
corporations. Make a presentation.
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SUPPLEMENTARY READING

CURRENT ASSETS

Current assets include cash and such other assets that will either be
transformed into cash or will be sold or consumed within one year within
the normal operating cycle of the business if longer than one year. For
most business the normal operating cycle is one year, but for some (such
as those in the tobacco and distilling industries where the products must
be stored for a period of several years) it may be longer. Cash includes not
only currency but savings bank or commercial bank deposits as well.
Disbursements of cash include payments by check, bank transfer, and
currency.

Marketable securities are shares of stock, bonds, treasure bills, and
commercial paper held by the firm as short-term investments. They are
ordinarily stated on the balance sheet at original cost. If, however, the
market value of the portfolio of securities held is less than original cost,
then they are presented at the lower, more conservative value. Owing to
the ease with which marketable securities can be sold and thereby
transformed into cash, the market value of the securities must be reported
either parenthetically or in supplementary notes.

Accounts receivable are the claims upon customers that can be
expected to be collected within the normal operating cycle (those that
cannot are included among noncurrent assets). Deducted from accounts
receivable is an allowance for doubtful accounts — an estimate of the
amounts owed to the company that will be uncollectibie. Thus the net
amount of accounts receivable is not the total amount owed to the firm but
only the portion that the firm estimates is actually collectible.

Inventories include both items available for sale to customers and
raw materials, parts, and supplies to be used in production. Inventories are
ordinarily reported at the cost incurred to either purchase or produce
them. But in the event that the cost of replacing such items has declined,
then the inventories may be “written down” to reflect the decline in value.
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As with marketable securities, increases in value are not ordinarily
recognized.

Prepaid expenses are services or rights to services purchased but
not yet consumed. As they are consumed they will be “charged off” as
actual expenses. A firm might, for example, purchase a one-year
insurance policy for $1,200 ($100 per month). At the time of purchase it
would record the policy as a current asset, “Prepaid insurance — $1,200”.
Each month it would reduce the asset by one-twelfth of the original
amount ($100) and would charge insurance expense with the same
amount. Thus, after eight months, the balance in the prepaid insurance
account would be only § 400 (four months remaining times $100 per
month). Other common prepaid expense accounts are prepaid interest,
prepaid advertising, and prepaid rent. Prepaid expenses are one type of
deferred charge — outlays made in one period to benefit future periods.

NONCURRENT ASSETS

Noncurrent assets are resources that cannot be expected to be sold
or consumed within the normal operating cycle of the business.
Noncurrent assets are usually considered to be long-lived. Plant assets in
particular are often referred to as fixed assets.

Property, plant, and equipment are recorded on the balance sheet at
original cost. Deducted from each of the assets, other than land, is
accumulated depreciation — an allowance to reflect the “consumption” of
the assets over time by wear and rear as well as by technological
obsolescence.

Depreciation is the process of allocating (spreading) the cost of an
assets over its useful life. Depreciation on each individual asset or group
of similar assets is computed separately, and the total amount
accumulated is a function of the original cost, age, and expected useful
life of the asset. No depreciation is provided for land since it is not
consumed over time and seldom declines in utility.

Investments and other assets include amounts owed to the company
by outsiders that are not due for at least one year and amounts that the
company has invested in other companies. If, for example, a company
owns 30 percent of another company, its interest would ordinarily be
included among investments and other assets. An interest in another
company, however, may be classified as either “Marketable securities,” a
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current asset, or as “Investments in subsidiaries,” a noncurrent asset. The
decision as to how the investment should be classified depends to a large
extent on the intent of the company’s management. If it intends to
maintain its interest for a relatively long period of time and views
ownership as a long-term investment, then the amounts owned should be
classified as a noncurrent asset. If, on the other hand, the company
purchases the interest with the intention of selling it as soon as additional
cash might be needed (for example, if it purchases a few hundred shares
of General Motors stock as a temporary investment with no intention of
exercising significant control over the company), then the amount owned
should be classified as a current asset.

Deferred charges such as prepaid expenses may also be included
among noncurrent assets. If, for example, a company purchased an
insurance policy or a license that had more than a one-year life, then the
percentage of original cost representing the unexpired portion of the
insurance policy or license would be included among noncurrent assets.

Some deferred charges represent outlays that will benefit future
accounting periods but for which both the number of such periods and the
value of the benefits are exceedingly difficult to measure. Consider the
costs incurred to organize a corporation: the legal fees required to draw up
the documents of incorporation, the costs of printing the shares of stock to
be issued, and the fees paid to the state upon filing for a corporate charter.
These costs — like those of buildings and equipment — are incurred to
benefit the business over a long period of time. Just as income of a single
year of operations would be understated if the entire cost of a building
were charged as an expense at the time it was purchased, income would
also be distorted if the costs of organizing the corporation were charged
off in a single year. As a result, organizational costs are frequently
reported as assets of the company, and each year a portion of the costs are
amortized (i.e. depreciated) and charged off as an expense.

Deferred charges representing benefits that will accrue to the firm
over a long period of time in the future are often a source of confusion.
Deferred charges, unlike most other assets, are intangible and frequently
have no market value. Amounts spent as organizational costs, for
cxample, cannot be sold to outsiders. How, then, can they be considered
asscts?
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The question must be answered in terms of the nature of all assets.
Assets can be defined as future services to be received in money or
benefits convertible into money. They can readily be viewed as “bundles
of services” available for use or sale by a particular entity. The
determination of service potential is made with respect to the business
entity issuing the financial reports — not with respect to the world at large.

In accordance with currently employed practices of valuation
(alternative practices will be discussed in subsequent chapters), assets are
measured and recorded at the time they are acquired at the price paid for
them. As their service potential declines over time (e.g. as the assets are
consumed), the reported value is reduced proportionately through the
process of depreciation or amortization. If one-third of the services have
been consumed, then the asset is reported at two-thirds its original cost.
As long as the asset is not intended for sale to outsiders, market value
seldom enters into the determination of the amount at which an asset is
reported. Indeed, an automobile owned by a business might be reported at
an amount either greater or less than the price at which similar used cars
are being traded.

The outlay for organizational costs will benefit many accounting
periods. To the extent that it has “future service potential” — the
corporation would not exist without it — the outlay can properly be
considered an asset. Even though it may have no value to outsiders, it
should be reported on the balance sheet at initial cost less that fraction of
cost representing services already consumed.

CURRENT LIABILITIES
AND NONCURRENT LIABILITIES

Liabilities are also categorized as either current or noncurrent.
Current liabilities are expected to be satisfied out of current assets (or
through the creation of other current liabilities) within a relative short
period of time, usually one year. Most common categories of current
liabilities are amounts owed to employees for wages and salaries; to
suppliers for services, supplies, and raw materials purchased
(conventionally called trade accounts, or simply accounts payable); to the
government for taxes (taxes payable); and to banks or other lenders for
loans (notes payable) and for interest on the loans (interest payable) that
is payable within one year.
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Noncurrent liabilities include all other amounts owed, such as long-
term notes and bonds. Bonds are similar to long-term notes, but they
differ in that the promise to pay is usually included in a more formal legal
instrument and in that the term of the loan is often longer. The same bond
or note may be classified as both a current and a noncurrent liability. The
portion that is due within one year would be considered current; the
portion due beyond one year would be noncurrent.

Amounts that a company pays in advance to receive goods or
services in the future are considered to be assets of the company. In the
same sense, amounts that others pay to the company for goods and
services to be provided are considered to be liabilities. Suppose, for
example, that an airline sells a ticket for a trip the traveler intends to take
a month after purchase. At the time of sale the airline receives an asset
(cash or accounts receivable) equal to the price of the ticket. At the time
of sale it incurs an obligation to provide services (i.e., one airline trip) to
the customer. To be sure, the obligation is not liability in the usual sense,
in that the airline has no monetary debt outstanding to the customer. But it
is an obligation nonetheless. These amounts are reported among the
liabilities and may be labeled as appropriate: “Advances from customer,”
“Revenues received but not yet earned,” or, less descriptively but more
generally, deferred credits. They are classified as current if the obligation
is likely to be satisfied within one year; otherwise they are classified as
noncurrent.

Not all amounts that a firm will have to pay to others if it continues
in business are recorded as liabilities, nor are all amounts that it can be
expected to receive recorded as assets. If a firm signs a three-year contract
with a new president, for example, and promises to pay him or her
$300,000 per year, the firm may be legally liable for the fuli $900,000 as
long as the new president is willing to provide the required services. The
firm would not, however, record the full amount as a liability. Only as the
president “earns” the salary — that is, performs his or her side of the
bargain — would the firm record as a liability amounts earned but not paid.
Similarly accounted for would be a transaction in which a firm borrows
$1,000 from a bank at 12 percent rate of interest and gives the bank a one-
year note. At the end of the one-year period, the firm will owe the bank
$1,120 ~ the principal of $1,000 plus interest of $120. At the time the note
is signed, however, the only liability that would be recorded is the $1,000
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actually borrowed. Each month, as the company has use of the borrowed
funds, an additional $10 interest for one month will be recorded as a
liability. The bank, for its part, would record as an asset a note for $1,000.
It, too, would recognize an asset, “interest receivable,” only as it earns the
interest revenue with the passage of time.

In general, assets and liabilities arising out of executory contracts
(those contingents are recorded only to the extent that one of the parties
has fulfilled its contractual obligations. The reason for such limited
accounting recognition of assets and liabilities will become considerably
clearer as the relationship between balance sheet and income statement
accounts is discussed more fully in subsequent chapters.

REVENUE RECOGNITION
AND INSURANCE INDUSTRY

The criteria for revenue recognition cannot always be easily
applied. To a large extent, decisions as to the timing of revenue
recognition are left to the good judgment of corporate managers and their
accountants. As a consequence, companies in similar industries or even in
the same industry have frequently drawn different conclusions as to the
most appropriate basis of revenue recognition.

The rule-making bodies of the accounting profession, the Financial
Accounting Standards Board and the American Institute of Certified
Public Accountants, have issued a number of pronouncements and
industry audit guides that have done much to narrow the alternatives
available to companies are still widespread and are likely to remain so in
the foreseeable future.

A property insurance company typically insures property owners
against losses from fire, theft, accident, and similar types of casualties.
The policies that it writes are for a specified duration, often one to three
years. Because the period of coverage is fixed, the company knows in
advance how much revenue it will earn on each policy. It cannot, of
course, determine the costs associated with a policy until the expiration of
the policy and upon settlement of all claims. But based on its own
experience, or those of other firms in the industry, it can usually make
reliable estimates of the total losses that it will be required to cover.

A life insurance company, by contrast, may provide coverage for
an indeterminate period (i.e., the life of the policyholder). It typically
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engages in a broader range of functions than the property company. Sales
activities tend to be relatively more important, and many types of life
policies require the company to provide saving and investment services in
addition to insurance coverage. The period over which the policyholder
pays premiums may not be known with certainty when the policy is
written since it may be for his or her entire life or such an extended period
that there is considerable risk that the insured will either not survive for
the full payment period or cancel the policy prior to dying. Moreover, the
company may be obligated to provide both insurance coverage and related
services for many years beyond the period during which the policyholder
is liable for premiums. Nevertheless, both revenue and claims can be
estimated on the basis of actuarial experience.

There are several bases for revenue recognition that can be
justified and have, in fact, been used within the industry. Revenue may be
recognized:

1. Evenly throughout the known or estimated period of coverage.
This basis is rooted in the assumption that the primary activity of the
company is insurance coverage. The company provides the coverage
uniformly over the life of a policy and therefore should recognize
revenues over its life.

2. In part when the policy is written, in part evenly over the life of
the policy. This basis gives recognition both to the service provided in the
insurance coverage itself and to the substantial efforts incurred by a
company in selling and writing a policy. These efforts may include sales
and advertising, investigations, medical examinations, and initial clerical
costs.

3. As premiums are due from policyholders. This basis takes
into account the uncertainties involved in determining total revenue to be
generated. For policies on which the premiums are paid throughout the
policy period, the basis provides a reasonable match of revenues
recognized and services provided.

In 1982, to reduce diversity of practice, the FASB ruled that
revenue on short-duration policies, such as those for property coverage,
should be recognized evenly over the period for which the insurance
protection is provided. For long-duration policies, such as those for life
insurance, revenue should be recognized as the premiums are due from
policyholders. For both types of policies, estimates of costs, including
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anticipated claims, must be made and charged as expense in proportion to
the revenues recognized.

INVENTORIES AND COST
OF GOODS SOLD

The term inventory refers to goods that are awaiting sale or are in
the various stages of production. It includes the merchandise of a trading
concern as well as the finished goods, the work in process, and the raw
materials of manufacturer. In addition, the term embraces goods that will
be consumed indirectly as the enterprise manufactures its product or
provides its service. Thus stores of stationary, cleaning supplies, and
lubricants would also be categorized as inventories. Proper accounting for
inventories is critical not only because they often compose a substantial
portion of a firm’s assets but also because they relate directly to what is
frequently the firm’s major expense — the cost of goods sold. The
beginning inventory balance plus purchases minus the ending inventory
balance equals the cost of goods sold. This chapter is directed to several
key accounting issues pertaining to inventory, some of which are
currently at the center of active controversy. Among the questions raised
are:

— What are the objectives of inventory measurement and valuation?

— What costs should be included in inventory?

— How should inventory quantities be determined?

— What assumptions regarding the flow of costs are most
appropriate in particular circumstance?

— When and how should changes in the market prices of inventories
be recognized?

The discussion of inventories is in the context of generally
accepted accounting principles — how inventories are accounted for in
practice. But consideration is also given, in a concluding section, to
alternatives that have been proposed but are not presently viewed as
acceptable.

The overriding objective of conventional inventory accounting is to
match the costs of acquiring or producing goods with the revenues that
they generate. The emphasis is decidedly on income determination rather
than on balance sheet valuation. It is to assure that the resultant measure
of income is useful for evaluating performance of the past and making
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predictions of the future. An unfortunate consequence is that the amounts
reported on the balance sheet are indicative of costs incurred in the past —
sometimes, in fact, in the very distant past. They provide information on
neither the prices that would have to be paid to replace the goods on hand
nor those for which they could be sold.

In a typical operating cycle of a firm, the costs of goods that are
either manufactured or purchased are included in inventory and reported
as an asset. Even though the goods may have been paid for, their costs are
not considered to be expenses. Instead the costs are stored on the balance
sheet until the goods are sold and the cost can be associated with specific
revenues. At the end of a year, a portion of the goods remains on hand,
the rest have been sold to outsiders. A portion of the costs therefore must
be assigned to the goods that remain on hand and the rest to the goods that
have been sold. That portion of the costs that is assigned to the goods on
hand will continue to be carried on the balance sheet, while that assigned
to the goods that have been sold will be charged to an expense account,
cost of goods sold, and reported on the income statement. The question
facing the firm is “How much of the total costs should be assigned to the
goods on hand and how much to the goods that have been sold?”

Insofar as a greater value is placed on the goods in inventory, a
lesser amount will be charged as an expense. Insofar as a greater amount
is charged as a current expense, then smaller amounts will remain on the
balance sheet to be charged as expenses in future years. Inventories are
ordinarily stated at historical cost — that of acquisition or production.
Cost, as applied to inventories, “means in principle the sum of the
applicable expenditures and charges directly or indirectly incurred in
bringing an article to its existing condition and location.” If goods are
purchased from outsiders, then cost would include not only the invoice
price but also costs of packaging and transportation. Trade, cash, or other
special discounts or allowances must be deducted from the stated price.

As a rule, all costs that can reasonably be associated with the
manufacture or acquisition, with the storage, or with the preparation for
sale of goods should be included as part of the cost of such goods. In
determining whether a particular item of cost should be added to the
reported value of inventory, the impact on both the income statement and
the balance sheet should be taken into account. If costs are added to the
reported value of goods on hand, key will be charged as expenses (as part
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of cost of goods sold) in the period in which the merchandise is actually
sold. By contrast, if the costs are not assigned to particular items of
inventory, they will be charged as expenses as in the periods in which
they are incurred, regardless of when the merchandise is sold.

CASH AND MARKETABLE SECURITIES

Cash is ordinarily reported at its face value. Cash includes currency
on hand and funds on deposit in banks that are subject to immediate and
unconditional withdrawal (i.e., amounts in checking accounts). It does not
in a strict sense include amounts that may be subject to withdrawal
restrictions, such as funds in the form of saving accounts, which may
technically require advance notification for withdrawal, or certificates of
deposit. Most companies maintain several general ledger accounts for
cash. In statements made available to the public, however, most cash and
“near-cash” balances are summarized into a single figure.

There are several characteristics of cash that make it of distinctive
interest to a manager or accountant. It is the ultimate asset of concern to
investors as it is the medium of exchange in our society. The business
cycle begins and ends with cash. Owners and creditors contribute cash to
a firm. The firm, in turn, uses the cash to acquire other assets. It expects
that by providing goods and services, it will eventually be able to
reconvert these other assets into more cash than was contributed. It then
distributes this greater amount of cash to the owners and creditors.

Cash is the most liquid of assets. Indeed, liquidity is a measure of
how easily an asset can be converted into cash. Because of its liquid
nature, cash must be the subject of especially tight safeguards and
controls. As a general rule, for example, the number of persons handling
currency should be kept to a minimum, all currency should be deposited
in a bank as soon as feasible, and accounting recognition should be given
immediately to al cash receipts via a funds should be assigned to
particular individuals, and whenever possible, to assure better that the
payments are made to the parties for whom they are intended,
disbursements should be made by check rather than with currency.

Cash is the accepted medium of paying bills and satisfying
obligations. It is essential that a firm have an adequate amount of cash
available to meet its debts as they come due and to make the day-to-day
payments required of any operating enterprise. Management, as well as
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financial analysts and creditors, must, therefore, be continually alert to
whether the firm’s available cash — or assets that can readily be turned
into cash — is sufficient to meet foreseeable needs.

Cash, however, is an unproductive asset. Cash on hand or on
deposit in a checking account earns little or no interest. If there is
inflation in the economy, cash loses its purchasing power. Unlike many
other assets, it produces no services and provides no return to its owner.
As a consequence, it is to the advantage of a firm to keep as little cash as
possible either on hand or in checking accounts. Cash that is needed for a
safety reserve or is being held for future purchase of other assets,
distribution to shareholders, or payment of outstanding obligations should
be invested temporarily in common stocks, short-term government notes,
certificates of deposit, or other dividend — or interest-bearing securities.

Cash on hand includes customer receipts that have not yet been
deposited, currency necessary to conduct routine business, and petty cash.
Petty cash represents small amounts of cash maintained to meet
disbursements of insufficient size to justify the time and inconvenience of
writing a check. Petty cash funds are frequently accounted for on an
imprest basis. That is, the general lender balance of petty cash will always
reflect a fixed amount, $100, for example. At all times the fund it self
should contain either cash or payment receipts for that amount.
Periodically the fund is restored to its original amount by a transfer from
general cash, and at that time accounting recognition is given to the
particular expenses that had been incurred. The following journal entry
might be made to restore $70 to the petty cash fund.
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GLOSSARY

A
Accounts receivable — cueTta 1e6HTOpPOB, cueTa K MOIYYECHHIO
Attorney — agBOKaT
Accrue — HapacTaTh (O IPOLIEHTaX)
Acquisition — npprobpereHue
Asset(s) — akTHB, QOHI, KanUTaJ1, IMYILECTBO
Accounting — y4er, OT4€THOCTb, GyXrajnTepckoe A€o
Accountant — 3KcIiepT 1o aHajiusy 6anaHcoB U (HHAHCOBOM OTYETHOCTH,
KBaNU(ULIHMPOBAHHEIN GyXranTtep; peBH3op
Accurate — TOYHBIH, TpaBHILHbLIA
Accounting equation — 6yxranrtepckas cballaHCHPOBaHHOCTh
Abilities — monrocpoyHble 06513aTeNLCTBA
Approximately — HpuOIH3HTEILHO
Access — I0CTyIl, TOOXOL

B
Balance sheet — 6anaHcoBBblIif oTUET
Balance sheet account — cratss Oyxrantepckoro 6aiaHca
Bookkeeping — 6yxrantepus, 6yxrantepckuii yuet
Bookkeeper — 6yxranrtep, c4eTOBOR
Balance — 6anasc, cansno, 0CTaTOK
Balance of an account — octaTok cuera
Balance with foreign banks — ocTaTku Ha cyeTax B 3arpaHM4YHbIX 6aHKax
Balance in hand — neHexHast HUIMYHOCTH, HATMYHOCTH KacChl
Balance of payments — rulatexHslii 6anasc (0OT4ETHOCTb, XapaKTepH3yOIas
yuYacTHe CTpaHbl B MeXIyHapoJHoM oOMeHe, BKIIOHaKomas B cebs Tekymuit
iaTexHsii GanaHc U GalaHC ABIKEHHS KallUTAJIOB)
Balance of payment deficit — ne¢pnimr niarexsoro 6ananca
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Balance of trade — Toprossti 6anasc (OTY4ETHOCTh, OTPAXKAIOWAs Pe3yabTaThI
Y4YacTHA CTpaHbl B MEXTyHapOJHOH TOProBJE, ABNAACh COCTABHOI YacThiO
TUIaTEKHOro GanaHca, OHa BXOJHUT B TEKYLIUH CYeT)

Balance the ledgers — c6anancupoBaTh OyXranTepckue KHUIH

By-law — pacniopskeHue MECTHBIX BlIacTell WIN Kakoii-1u60 OpraHH3a1un
Bring accounts to a balance — coctaBnaTs CBOAHEI 6anaHC

Budgeting — cocTaBeHHe CMeThl, PHMHAHCOBOE NaHUPOBAHHE

C
Current — TeKyIui
Current account — TeKy1Luii c4eT
Current assets — oGopotHsie cpeactsa (¢oHmp)); TeKymue (JIeTKo
peanu3yeMbie, TMKBUAHBIC) aKTHBBI
Current liabilities — kpaTkocpo4Hble 0043aTENBCTBA; TEKYIIHE ITACCHUBHI
Copyright — aBTOpCKOE IIpaBoO
Credit — kpenut; moBepue; OyxranTepCKuii KpeauT; CyMMa, 3alldCaHHas Ha
NIPUXO B IIPaBO# YacTH cYeTa
Credit account — 3anKCh B IPaBOii YaCTH CYETa, OTpakarollias MPUXOK aKTHBA
Credit balance — kpenuTOBO€ CajbA0, KPeAHTOBBIH OanaHC, OTPHUATENHHOE
cajbao
Credit (to an account) — KpeIUTOBaTh CYET, 3alIUCEIBaTh CYMMY B KDEAMT
cyera
Corporation — xopriopanus
Charter — xapTus, ycTaB, IIpaBo
Contribution — cogeiicTBHe, BKIaa
Circumvent — paccrpouTs (IU1assl), 0OMaHyTh
Consequence — ClI€ACTBHE, IIOCIECACTBUE
Curve — KpuBas TUHAA
Clear of debt — Ge3 monra
Cash balance — kaccoBast HATHYHOCTH
Capital budgeting — pacueT peHTabenbHOCTH KaIllUTaJIOBJIOXKEHH
Cash flow — mOTOK HaNHYHOCTH

Data — nanssie
Datum — naHHas BeTHUHHA
Draw up — cocTaBnaTth
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Draw up a balance —~ mogBoauth (COCTaBIATh) 6anasc

Debit — nebet (pacxon)

Debit account — 3anuck B JIEBOM 4acTH CHETa, IOKA3LIBAKOLIAA
3aJ0JDKEHHOCTh OpraHU3auuH

Debit of an account — ne6Ger cuera, cnucaHue CpelcTB Co CYETa
Debit balance — nebeToBoe canpzo, nebeToBulil 6anasc, HONOKUTEIBHOE
canbo

Debit (to an account) — ne6eroBaTh, 3aNHCHIBaTh; BHOCHTB B icO€T
Distinction — omiune, pa3aHyye

Distribute — pacnpeaenAts, pa3gaBaTe

Dividend — muBuaeHn

Dominant — rocioCTBYIOLIHIA

Delve — xonate

Discretion — 0CMOTPHTENIBHOCTB, OCTOPOXXHOCTh

Demand — cripoc

Disclosure — pacKkpsITHe, COOOILECHHE

Drawback — HegocTaTOK

Dissolve — THKBUAHPOBATH

E
Employee — cnyxaiuuii, pabouui, paboTaromuii o HaiMmy
Equity — kanuTan KOMNaHHM, aKLHOHEPHBIH KaNHTal, aKTHBHI (IPEANPUATHA)
3a BBIYETOM 33X0JDKEHHOCTH
Equation — ypaBHeBHE, PaBEHCTBO
Error — omubdka, NOrpemHoCTh
Extension — paciupeHue
Extent — pasMep, cTeneHn
Equity capital — coGcTBeHHBI# KalHTa
Earnings — 3apaboTox
Enterprise — npeanpuATHe
Entity — ObiTHE, CYILIHOCTh
Expansion — paciuMpeHue
Evaluate — oieHUBaTh, ycTaHABIHBATh CTOMMOCTh

F
Favorable balance — akTHBHBII 6anaHC
Fund(s) — 3anac, pe3eps, KanuTan, JEHSXKHBIE CPeACTBA
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Fraud — o6MaH, MOLIEHHHYECTBO

Fraction — mons, yactuua, qpo6s

Federal — ¢enepanpHblif, COX03HbIIH

Facilitate — o6/er4aTh, COIeHCTBOBATh

Financial performance - ¢nHaHcoBas BeATENLHOCTH
Financial accounting —~ ¢uHaHCOBas AeATENHOCTD
Financial statement — (¢ouHaHCOBBIit OTYET

Flow — notox, npuiuB (BIOXEHHIT)

G
Goodwill — nenoras penyranus, UEHHOCTh GUPMBI
General ledger — 001as Syxranrepckas KHUra
Generate — MOpOXAATk, IPOH3BOAUTH
General partner — o61muii mapTHep

H

Handful — ropcts, Manoe koJm4ecTBo
Hazardous — prckoBaBHBII

I
Investment interest — DpOICHT MHBECTHUUMI
Initial — nepBOHa9YaNBHBIIH, HCXOIHBIH
Inherently — HeoTheMIIeMO
Illusory — o6MaB4YHBBIiA
Innovation — HHHOBaLMs, HOBIIECTBO
Item — oTHENBHBINA NpeaMET, BUJ TOBapa; CTaThi (B cueTe, 6anaHce)
Intangible assets — HeMaTepHaJIbHbIH aKTHB
Income statement — oT4eT 0 goXoxaX
Inflow cash — npuTox HanuaHOCTH
Inflow of assets — mpUTOK aKTUBOB

Journal — 6yxranrepcxuii xKypHan

Jeopardy — oracHOCTb, puCK

Jurisdiction — npaBocyaue

Joint-stock company — akipoHEepHOE 061ECTBO
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K
Know-how — TeXHOJIOTUs IPOU3BOJCTBA

L
List — BHOCHTB B €[IMCOK, COCTABJIATS CIIHUCOK
Legal — neranesHb1i
Legislature — 3axoHONaTeNbHBIN OpraH
Limitation — orpaHu4eHHE
Liability — oTBETCTBEHHOCTD

Monopoly — MorODIONTHS

Marginal — kpaiiHuii, npeenbHBIH

Managerial accounting — ynpapjieH4eckast OTIETHOCTh
Merger — ciusHue

N
Nevertheless — HecMOTps Ha, TeM HE MEHee
Net worth — CTONMOCTH IMYHIIECTBA 3@ BEIYCTOM 00A3ATENBCTB, COOCTBEHHBII
KaImuTal (MpeANpUsITHS), YUCTasi CTOUMOCTh KOMITaHHH
Net loss ~ 9ACTBI yOBITOK

¢
Overwhelm — cokpyizaTh, HOJaBIATH
Obtain — nomyuars, npuodpeTaTh
Outflow cash — 0TTok HanUYHOCTH
Outflow of assets — OTTOK aKTHBOB
Outright — cpazy
Operating activities — ynpapiieHuecKas JeATeIbHOCTh

P
Proper — nipaBUIIBHBIH, HaJUTIEXKALIMK
Preliminary — npeBapu1enabHBIH
Post the journal into the ledger — mepeHOCHTH XypHanbHBIC 3aDHMCH B
TIaBHYIO KHUTY
Promote - npoABHUraTh, COACHCTBOBATD, IPOJIABATh
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Public utilities — koMMyHaJIBHBIE YCIIyTH

Proprietorship — 9acTHO€ IpeANPUHAMATENBCTBO, IPABO COOCTBEHHOCTH
Performance — BHIIIOJHEHNE, UCTIONTHEHHE

Pricing — kanpKyJiiLus 0eH, LeHO0Opa3oBanue

Prohibit by law — 3anpeumiaTh 3aKk0HOM

R
Real estate — HeBIDKIMOE UMYLIECTBO
Receipts — neHexHbIe NOCTYIIEHHS, BEIPYYKa; IPUXOM, J0XOHAB!
Record — 3amuck, perucTpauys, ydeTHble JOKYMEHTEL, JOKYMEHTALMA
Record — 3anuceBaTh, pErHCTPUPOBATH
Record-keeping — BeneHue yuera, yuer
Regardless — He cuuTasAsCch (¢ KeM-JL, 9€M-J1.), HEB3Hpas Ha
Revenue — foxox, npu6sLIL
Reliable source of information — HageXHbI HCTOYHUK CBECHUH
Render — oTaasarh, WIaTUTHL
Render an account for payment — npeA0CTaBIATE CYET K OIIATE
Recover debts — B3bICKHBaTb AOJITH

S
Stock in trade — ToBapHBI 3amac, TOBApHAs® HAJMYHOCTH, OCTATOK
HETpOJaHHLIX TOBapOB
Stock(s) — akTussl, 3anac(sl), GoHA(BI)
Salary — 3apaGoTHas nnata (CIyxallux), OKnajl
Stockholder — akuwoHep, Biajenell akUWi, BJIafeNell rOCYIapCTBCHHBIX
6ymar
Statute — 3aKoH, ycTaB
Supplementary — ONOJXHUTENLHBLH
Sustain — moxepKNBaTh, BHACPKUBATH
Seek — nckath
Separate legal entity — oTaeIBbHOE IOPHAMIECKOE JTHIIO
Statement of cash flows — oT4eT 0 ABIDKCHHH JCHEXKHBIX [IOTOKOB
Statement of retained earnings — oT4eT O pacnpeicNcHHOH (PeHMHBECTH-
POBaHHOI) NpUGLUIU

T
Term — TepM#H, BEIpRKEHHE; IEPUON
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Terms — ycnoBust

Tangible — ocs3aeMBblii, MaTepUaTbLHBIH

Tangible assets — MaTepranbHbIE aKTHBBI

Tangible item — MaTepuanbHeIii IpeaMET

Trademark — Toprosas Mapka

Take into account — IpUHUMATH BO BHUMAHHE

Trial balance — npoOHBIii, pegBapUTENbHBIN OyXranTepckuii 6anaHc

Tax and regulatory departments — OTHZENB IO HaJIOTOOOJIOKEHHUIO
PEryaMpoBaHHIO JEATEIBHOCTH KOMITAHUI

U
Unfavorable balance — maccusHbIi 6anaHc; OTpUIATENbHBIN GanaHc
Unlimited liability — HeorpaHH4eHHas OTBETCTBEHHOCTh

\%%
Withdrawal — 0T3sIB; H3BATHE; OTMEHA; CAATHE CO CUETa
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