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ПЕРЕДМОВА 
 

Посібник “English for Accounting and Finance” для с тудентів денної та 
заочної форми навчання економічних спеціальнос тей с творено відповідно до 
вимог програми з іноземних мов для студентів немовних ЗВО. 

Мета, яку ставили перед собою автори посібника, полягає в підготовці 
майбутніх фахівців до самостійного опрацювання, читання та розуміння фахово 
спрямованого навчального матеріалу англійською мовою. Усі тексти посібника 
тематично співвідносяться з майбутніми професіями студентів. 

Посібник складається з 18 уроків, які розбиті на дві частини: одна 
опрацьовується студентами під час аудиторної роботи (Class Assignments), а 
частина Self-study має на меті самостійне опрацювання студентами матеріалу,  
вивченого разом в викладачем.  

Щодо самих текстів, то їх побудовано з дотриманням дидактичного 
принципу наростання лексико-граматичних труднощів. Це стосується як 
дібраних із фахових першоджерел і відповідним чином опрацьованих і 
адаптованих англійських текс тів, так і с творених авторами, з використанням 
тих чи інших джерел. Як ті, так і інші тексти опрацьовувались і вносились до 
посібника з метою виробити у студентів вміння читати, перекладати літературу 
зі свого майбутнього фаху, розуміти, орієнтуватися в ній і видобувати з неї 
необхідну фахову інформацію. 

Поряд із основним завданням, що має вирішуватись за допомогою цього 
посібника – навчання читанню та розумінню фахово орієнтованої літератури,  
використання його служить також реалізації й іншої мети – вироблення 
навичок підготовленого і непідготовленого мовлення в межах засвоєної 
професійної тематики. Саме тому вправи у посібнику поділяються на мовні та 
вправи для самостійного опрацювання с тудентом (Self-study). Вправи для 
самостійного опрацювання виконуються вдома, деякі завдання спрямовують 
студентів до з ідповіді на будь-яке питання за текстом, ряд завдань виконується 
письмово і носить тестовий характер. Мовні завдання виконуються в аудиторії.  
Усього у посібнику близько 50 видів граматичних і лексичних вправ. Також 
посібник міс тить низку аутентичних фахово-спрямованих текс тів для 
самостійної та індивідуальної роботи та граматичний довідник.   
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UNIT 1 
MONEY MATTERS 

 
CLASS ASSIGNMENTS 

 

VOCABULARY 

efficient ефективний, дієвий 
medium of exchange засіб обміну 
barter торгівля шляхом обміну 
to swap обмінювати 
trading торгівля 
standard of value масштаб цін 
currency валюта 
a store of value засіб збереження вартос ті 
purchases покупки 
purchasing power покупна спроможність 
scarce resources обмежені ресурси 
permanent постійний 
checking account 
deposits 

чекові вклади 

a transaction угода 
goods and services товари та послуги 
to repay debts виплачувати борги 
a bank deposit вклад у банку 
payment платіж 
a unit of account одиниця вартості 
in terms of з точки зору 
to state the price визначати ціну 
to enable надавати можливіс ть 
value вартість, ціна 
temporary тимчасовий 
to save зберігати, накопичувати 
to carry out здійснювати 
wealth добробут 
accumulated savings накопичені заощадження 
real estate нерухоміс ть 
stock акція 
bond облігація 
capacity to retain можливість зберігати 
safeguarding гарантія 
money supply грошова маса (кількіс ть грошей у обігу), грошова 

пропозиція 
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wages заробітна плата 
to manufacture виробляти 
to interact взіємодіяти 
to determine визначати 
the rate of economic 
growth 

темп економічного росту 

commodity money товарні гроші 
fiat money грошові знаки, які не мають еквіваленту у золоті 
equal рівний 
to treat дбати, поводитися з, мати справу з 
to be in circulation перебувати у обігу 
intrinsic value дійсна вартість 
face value номінальна вартіс ть 
legal tender законний платіжний засіб 
forgery підробка 
monetary worth грошова вартість 
stable незмінний 
change решта (від суми платежу) 

 
I. For each of the six questions choose one correct answer:  
 

1. ‘I’ve got money in the bank again, so now I’m back in the ________.’  
a) red;  
b) black;  
c) yellow;  
d) green.  

2. Choose the more formal alternative for the word in bold.‘That picture cost me 
twenty quid.’  

a) dollars;  
b) pounds;  
c) pence;  
d) cents.  

3. If you haven’t got any money, you are ________.  
a) broken;  
b) broke;  
c) smashed;  
d) shattered.  

4. How would you say the following amount of money? £1276  
a) One thousand and two hundred and seventy six pounds;  
b) One thousand, two hundred and seventy six pounds;  
c) One thousand and two hundred, seventy six pounds;  
d) One million, two hundred and seventy six pounds.  

5. “It costs a fiver”. In Britain this means ________.  
a) fifty pence;  
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b) five thousand pounds;  
c) five hundred pounds;  
d) five pounds.  

6. The following are all types of money. Which one do you borrow when you want to 
buy a house?  

a) pocket money;  
b) mortgage;  
c) allowance;  
d) grant. 

 

II. Put the verbs in brackets into the correct tense form.  
 

1. Profit ___________________(to play) an important part in determining the 
allocation of resources. 
2. Banknotes first ________________(to come) into use in Britain in December 
1975. 
3. Economic conditions _______________________(to change) all the time. 
4. Last year the results __________ (to be) not very pleasing. 
5. They usually hold their European meeting in Paris. 
6. The distribution of industry ______ now ______________(to become) a major 
feature of government economic policy. 
7. They ___________________ (to start) a new sales campaign next week. 
8. In recent years governments in the UK _____________________(to pay) 
increasing attention to the role of small business in the economy.  
9. The Bank Charter Act of 1844 __________________(to follow) a long dispute 
about the control of money supply. 
 

III. Transform the predicates into the Future Tense. What characteristic of 
money is the most important for you? 

 

Durable Money must be able to withstand the wear and tear of being passed 
from person to person. Paper money lasts on the average of only 
one year, but old bills can be easily replaced. Coins, in contrast, 
last for years. 

Portable Money can be carried around easily. Though paper money is not 
very durable, people can easily carry large sums of paper money. 

Divisible Money must be easily divided into small parts so that purchases of 
any price can be made. Carrying coins and small bills makes it 
possible to make purchases of any amount. 

Stable in value Money must be stable in value. Its value cannot change rapidly or  
its usefulness as a store of value will decrease. 

Scarce Whatever is used as money must be scarce. That is what gives it 
value. 

Accepted Whatever is used as money must be accepted as a medium of 
exchange in payment for debts. In the United States, acceptance is 
based on the knowledge that others will continue 
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IV. How do you understand the following? 
 

When an artist looks at the world, he sees colour 
When a musician looks at the world, he hears music 
When an economist looks at the world, 
He hears the symphony of costs and benefits. 
(D. Colander) 
 
V. What are the opposites of the following words? 
 
to buy ________________________ 
complicated ___________________ 
false _________________________ 
cheap ________________________ 
to lose ________________________ 
late __________________________ 
old ___________________________ 
past ___________________________ 

to save  _______________________ 
answer _______________________ 
expenditures ___________________ 
final _________________________ 
demand _______________________ 
poverty ________________________ 
rough _________________________ 
civilized _______________________ 

 
VI. Read and translate the text.  

TEXT 1  

 
MONEY AND ITS FUNCTIONS 

 
It is common knowledge that money rules the world. Why does it and why do 

people need money – these are questions everyone would like to answer. 
What is money? Money is anything that is generally accepted by people for the 

things they sell or the work they do. Money is the medium through which people 
exchange goods and services. Money makes the trading process simpler and more 
efficient. 

Almost every society now has a money economy based on coins and paper notes 
of one kind or another. However, this has not always been true. In primitive societies  
a system of barter was used. In barter economy there is no medium of exchange. 
Goods are traded directly or swapped for other goods. Trading is very expens ive in 
barter economy. People must spend a lot of time and effort to find others with whom 
they can make mutually satisfactory swaps. If you wanted, for instance, a car, you 
would have to find a car owner willing to sell a car. Suppose the car owner wanted a 
scooter in exchange for the car and you didn’t have the scooter. You would then have 
to find something that a scooter owner wanted and swap it for the scooter in order to 
give it to the car owner, a barter economy is wasteful. 

People needed a more practical system of exchange. Before paper and coins  
were introduces as permanent forms of paying, people used a variety of other  
objects to serve as money for selling goods. Examples of early forms of money are 
the following: rice, dog teeth, grains, shells, salt, tobacco. However, today money 
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consists mainly of paper bills, coins made of various metals, and checking account 
deposits.  

Functions of money.  Money, in general, performs three functions. The first, 
and the most important is a medium of exchange.  A medium of exchange, or a 
transactions medium, is anything generally acceptable as a means of payment in the 
exchange of goods and services, in repaying debts. Bank deposits are also a 
medium of exchange because they are generally accepted as payment. 

The second function of money is to serve as a unit of account.  The unit of 
account is the unit in which people state the price of goods and services in terms of 
money. Historically societies choose a single item to serve as a unit of account, say, a 
kilogram of wheat. In this way, each good could be priced at so many kilograms of 
wheat per unit. In modern times, paper money is the unit of account. For example, the 
dollar is the unit of account in the United States.            

Knowing that a pound of apples costs one dollar and a pound of peaches costs 
two dollars enables us to compare their value. Thus, money becomes a standard of 
value. Normally, the same item serves as the unit of account and the medium of 
exchange: the dollar in the United States, the pound sterling in Great Britain, the euro 
in many European countries, the yen in Japan, the hryvnya in Ukraine. The money in 
use in a country is called currency. 

The third function of money is a store of value. Money is a store of value 
because it can be used to make purchases in the future, it is a reservoir of future 
purchasing power. Money is both a temporary and a permanent store of purchasing 
power. For example, an individual earns $700 a week but plans to spend $560 on 
goods and services and save $140 every week. Usually this individual will not spend 
the entire $560 on a day. Instead, he may spend $90 on a day and hold $470 in the 
form of money to be spent over the course of the week. This $470 held in money is a 
temporary store of purchasing power. 

 Money can also serve as a permanent store of purchasing power. People hold 
money to carry out their future transactions. The wealth of individuals is their  
accumulated savings. Money is one form in which people may keep their wealth. 
Gold, jewels, real estate, paintings, stock and bonds are other forms. Of course, 
when wealth is held in money, in the future it will not need to be exchanged to buy 
goods and services. The ability of money to serve as a store of value depends on its 
capacity to retain its purchasing power. 

 These three functions of money – medium of exchange, unit of account and 
store of value – can only be fulf illed if there is great confidence in its stability of  
value. Safeguarding monetary stability is the primary task of the central banks all 
over the world. Moreover, the central bank has the function of regulating the money 
supply in order to guarantee a smooth functioning of the monetary system. 

 
VII. Are these sentences true or false? Correct the false sentences: 
1. Money can also serve as a temporary store of purchasing power. 
2. Money rules the world.  
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3. People needed a more practical system of an intentional activity with a clear 
purpose.  
4. Each good couldn’t be priced at so many kilograms of wheat per unit.  
5. People must spend a lot of time and effort to find others with whom they can 
make mutually satisfactory swaps.  
6. Bank deposits are also a medium of exchange because they are generally accepted 
as payment.  
7. Money is a store of debts because it can be used to make purchases in the future, it 
is a reservoir of future purchasing power.  
8. The same item serves as the unit of account and the medium of exchange: the 
dollar in the United States, the pound sterling in Great Britain, the euro in many 
European countries, the yen in Japan, the rouble in Belarus.  
9. When wealth is held in money, in the future it will not need to be exchanged to 
buy goods and services. 
 
VIII. Choose the correct alternative: 
1. Goods are traded directly or swapped/desired for other goods.  
2. A medium of exchange, or a transactions media/medium, is anything generally 
acceptable as a means of payment in the exchange of goods and services, in repaying 
debts. 
3. The money in use in a country is called warranty/currency. 
4. Knowing that a pound of apples costs one dollar and a pound of peaches costs two 
dollars enables us to compare their cost/value. 
5. The wealth of individuals is their accumulated savings/assets. 
6. The unit of account is the unit in which people state the price of goods and 
services in terms/forms of money. 
7. The ability of money to serve as a store of value depends on its 
capacity/disability to retain its purchasing power. 
8. The central bank has the function of regulating the money supply in order to 
guarantee a safe/smooth functioning of the monetary system. 
9. Before paper and banknotes/coins were introduces as permanent forms of paying, 
people used a variety of other objects to serve as money for selling goods. 
10. Safeguarding/cash monetary stability is the primary task of the central banks all 
over the world. 
 
IX. Fill in the blanks with appropriate words: 
 
inherit      well-off    pocket money      food bill        charities      live on         buy 
luxuries    spend       credit cards          money            earns             donate    in bulk 
 
1. I _____________ about $2000 a year on clothes. 
2. I think there will be enough money for the next generation to keep the house, but 
they won’t _________________ much more than that. 
3. As a child I used to get only $3 dollar a week ____________________. 
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4. If you have a big house, people think you must be ________________, but it just 
isn’t true. 
5. My monthly ________________ came to about $500, and towards the end of the 
month we had beans on toast three nights out of seven. 
6. He ____________ $36,000 per annum. 
7. We always buy food _________________ so it’s cheaper. 
8. He generally gives $50 a month to animal ________________, but he doesn’t 
____________ to beggars wearing $150 trainers. 
9. I have four __________________, but one is never used. 
10. I never buy ____________________. 
11. I can _______________ $40 a week. 
12. He is always worrying about _________________. 
13. Sometimes when I get wild I go and ________________ something just to cheer 
myself up. 
 
X. Match the words and their definitions.  
 
1 price A a medium of exchange that functions as legal tender 

2 barter B to trade (goods, services, etc.) in exchange for other 
goods, services, etc., rather than for money 

3 
bond 

C 
the act of buying and selling goods and services 
either on the domestic markets or on the 
international markets 

4 currency D something that is owed, such as money, goods, or 
services  

5 wealth E an institution offering certain financial services 
6 purchase F the cost at which anything is obtained 

7 bank G metal or paper medium of exchange that is in 
current use in a particular country 

8 money supply H something that is bought with money 

9 money I a large amount of money and valuable material 
possessions 

10 trading J a certificate of debt issued in order to raise funds 
 
XI. Match the words in the right column with the words in the left column to 
make word combinations.  
 
1 exchange  a of value 
2 permanent forms  b power 
3 checking account  c debts 
4 medium  d of account 
5 standard  e the money supply 
6 repaying  f of paying 
7 purchasing  g confidence 
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8 unit  h goods and services 
9 regulating  i of exchange 
10 great  j deposits 

 
 

SELF-STUDY 
 

I. Match the questions to their answers. 
 

1. What sort of money economy does 
almost every society have? 

a) Rice, dog teeth, grains, shells, salt, 
tobacco. 

2. What system was used in primitive 
societies? 

b) Because people must spend a lot of 
time and effort to find others with whom 
they can make mutually satisfactory 
swaps. 

3. Why is a barter economy considered 
wasteful? 

c. Because it can be used to make 
purchases in the future. 

4. What are the examples of early forms 
of money? 

d. Based on coins and paper notes of 
one kind or another. 

5. What is the most important function 
of money? 

e. The money in use in a country. 

6. Why is money a store of value? f. Their accumulated savings. 
7. What money is called currency? g. In the form of money, gold, jewels, 

real estate, paintings, stock and bonds  
8. What is the wealth of individuals? h. A medium of exchange. 
9. In what forms may people keep their 
wealth? 

i. A system of barter. 

 
II. Read and translate the text: 

TEXT 2  
 

MONEY AS THE MEDIUM OF EXCHANGE 
 

Money is a heart of business. Money is needed to pay wages, to get materials  
for manufacturing goods, etc. Money is the lubricant which allows the various  
elements in the economic system to interact effectively.  
 The quantity of money in an economy is central to determine the state of that 
economy. It affects the level of prices, the rate of economic growth and the level of  
unemployment.  
 Types of money. The most important types of money are commodity money 
and fiat money. The value of commodity money is about equal to the material 
contained in it. The principal materials used for this type of money have been gold, 
silver, and copper. Golden coins are the examples of commodity money, because 
their gold content is a commodity. Commodity money is valuable apart from what it 
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will buy. Gold, for example, is used in jewelry or dentistry, even when it is not used 
for money.  

But some money is useless except when treated as money. Certain pieces of 
paper of which you would probably like (e.g. 100 dollars bills) are example of fiat 
money. Fiat money is paper money the value of which is fixed by government. Most 
minor coins in circulation are also a form of fiat money, because the value of the 
material of which they are made is usually less than their value as money. Fiat money 
does not have intrinsic value. It has value because people are willing to accept it. In 
this case people are required by law to accept the money as its face value. Fiat 
money in the form of banknotes is referred to as legal tender. Use of fiat money is 
ultimately based on faith – faith in its purchasing power, in its general acceptability, 
and in the stability of the government that issues it.  
 Banknotes are usually made from a special high-quality paper, with 
watermarks, metallic strips, and other features against forgery. Highly sophisticated 
printing techniques are used, and banknotes designs have elements that are hard to 
copy. 
 A coin is a piece of metal which bears lettering, design or numbers showing its 
value. Until the 18th and 19th centuries coins were given monetary worth based on 
the exact amount of metal contained in them, but most modern coins are based on 
face value, the value that government chooses to give them, irrespective of the actual 
metal content. Coins have been made of gold, silver, copper, aluminium, nickel,  
plastic and in China even from pressed leaves. Gold proves to be the most popular. 
Since civilization began gold has been regarded as a symbol of power and wealth. 
Mankind never seems to have enough gold and the search for it has driven men mad. 
The need to search for gold has been compared to a disease, and is called “gold 
fever”.  

Any object can serve as money if it is stable, portable, durable and divisible 
which are the main characteristic features of money. Money should be stable that 
means to come in pieces of standard value so that it does not have to be weighed and 
measured every time it is used. It should be portable that means easy to carry so that 
people can carry enough money to buy what they need. It should be durable so that 
not to spoil and not to die. If it wears out it can be replaced with new coins and paper 
money. Finally, it should be divisible that means divided into units so that people can 
make small purchases and receive change. Modern currency is easy divisible into 
smaller part with a fixed value for each unit. 
 In addition to the notes and coins in circulation in the modern world, “cashless” 
means of payment were introduced. These include cheques, banker’s cards, and 
credit cards which have become more and more popular in recent years. The progress 
made in computer technology has led to new forms of cashless payments and it is  
possible to imagine a world where “money” in the form of coins and paper currency 
will no longer be used.  
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III. Are these sentences true or false? Correct the false sentences: 
1. Use of fiat money is ultimately based on faith – faith in its purchasing power, in its 
general acceptability, and in the stability of the government that issues it.  
2. Iron coins prove to be the most popular.  
3. Banknotes are usually made from a special high-quality paper, with watermarks, 
metallic strips, and other features against forgery. 
4. Banknotes designs have elements that are easy to copy, despite of highly 
sophisticated printing techniques.  
5. Money should be stable that means to come in pieces of standard value so that it 
does not have to be weighed and measured every time it is used.  
6. Modern currency is easy divisible into larger part with a fixed value for each unit.  
 
IV. Generate other forms from these words. 
 

Verb Noun Adjective 
 to pay    
  determination  
   affected 
 to accept   
   useful 
  content  
 to value   
 will, willingness  
   required 
 to compare   
  measurement  
 to divide   
   circular 
   pressed 
 to add   
 
V. Choose the correct variant a, b, c or d to fill in the gaps: 
1. Money makes the trading process ________ 
     a) simpler and more efficient; 
     b) longer and more complicated; 
     c) less understandable. 
 
2. Fiat money is paper money the value of which ________ 
    a) is equal to the value of the material they are made of; 
    b) is usually more than their value as money; 
    c) is fixed by government. 
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3. Today money consists mainly of ________ 
    a) paper bills, coins made of various metals; 
    b) shells, dog teeth, buttons;  
    c) pressed leaves.  
 

4. The Japanese currency is ________ 
     a) euro; 
     b) yuan; 
     c) yen. 
 

5. The wealth of individuals is _________ 
    a) the money they have given on charity 
    b) their accumulated savings 
    c) their inherited property 
 

VI. Translate the following sentences into English using emphatic construction: 
Визначальним критерієм планування і управління фінансами 

господарюючих суб’єктів є співвідношення таких факторів як зростаюча 
конкуренція між фірмами, технологічне удосконалення, що потребує значних 
капіталовкладень, наявніс ть інфляції, зміни процентних ставок, податкового 
законодавства, економічної стійкості у світі з гнучким підходом до усіх 
факторів. Колишні методи рішення проблем непридатні до впровадження у 
сучасних умовах, де вони швидко старіють. Конкуренція потребує постійного 
пристосування до умов, що змінюються. Здатність адаптуватися до пос тійних 
змін, передбачати необхідні суми для використання у ділових операціях 
господарюючого суб’єкта, контролювати розміщення цих сум і змінювати 
капітал на корис ть господарюючого суб’єкта й економіки в цілому – у цьому 
полягає якість управлінських рішень в умовах, які діють на сучасному етапі в  
Україні. 
 
 

UNIT 2 
INTRODUCTION TO ACCOUNTING 

CLASS ASSIGNMENTS 

VOCABULARY 

involve втягувати; включати 
influence впливати 
escape уникнути 
authorities власті; органи влади 
identifying розпізнавання 
measuring оцінювання 
communicating сполучення (поєднання) 
permit дозволити 
judgement думка, вирок 



 
 

17 

stated in money terms виражатися, формулюватися мовою грошей 
profit-seeking той, що шукає прибуток 
non-profit безприбутковий 
record записувати 
interpret тлумачити, пояснювати 
statement звіт 
financial statement фінансовий звіт 
audit аудит, ревізія бухг. документів і звітності 
financial studies фінансові дослідження 
budget бюджет; фінансовий кошторис 
forecast прогноз 
accounting бухгалтерський облік 
to a significant extent в значній мірі  
phase фаза 
capture отримання 
processing обробка 
communication передача 
recording запис 
book-keeping рахівництво 
record записувати 
at a profit з прибутком  
to meet one's 
commitments 

виконувати обов'язки 

to fall due підлягати оплаті  
accounting equation бухгалтерська рівніс ть  
equal бути рівним 
liabilities пасиви, зобов'язання  
owner's equity власний акціонерний капітал компанії 
financial statements фінансова звітніс ть 
income statement звіт про прибутки та збитки 
balance sheet балансовий звіт 
profit and loss account рахунок прибутків та збитків 
double-entry 
bookkeeping 

бухгалтерський облік  по методу подвійного 
запису  

entry запис 
account рахунок 
cash basis запис прибутків та витрат під час їх надходження 
accrual basis запис прибутків та витрат до звершення операції  
debit дебет 
debit side ліва сторона балансу, дебет рахунку  
credit кредит 
credit side права сторона балансу, кредит рахунку  
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I. Translate the sentences into English: 
1. Бухгалтерський облік надає дані для кредиторів та вкладників. 
2. Вони готують балансовий звіт на кінець року. 
3. Щорічно фірма платить великі податки. 
 
II. Put up four questions of different types (general, special, alternative, 
disjunctive) to each sentence: 
1. He worked as an accountant of the company for two years. 
2. She will do books in a big company very soon. 
3. Some governmental corporations issue stock certificate. 

 

III. Make the sentences negative: 
1. An accounting department reported on the effects of the transactions. 
2. They are studying carefully income statement and balance sheet now. 
3. We use ratio analysis to determine the firm's operating efficiency. 
4. The accountants have already checked the assets and liabilities. 
5. The accounting department will provide data for the management next month. 
 
IV. Choose the necessary word underline and put it in the sentence: 
1. An accounting helps . . .  the activity of a business. 
2. Do you know the effect of your last. . .  on financial condition of the firm? 
3. Accounting records provide . . .  for the stockholders, independent analysis. 
4. The second type of ratio helps the company . . .  its current financial position. 
5. ... is one of the two main records which most of the businesses prepare regularly. 
6. The ... of the company includes real estate in California. 
7. I am sure of the ... of this transaction. 
8. Our company's current. . .  is very high. 
9. They ... from the association with that corporation. 
__________________________________________________________ 
to profit, profit, efficiency, ownership, to evaluate, transaction, data, income, 
statement, to measure. 
 
V. Read and translate the text. Find emphatic constructions in it. 

TEXT 1  

 
ACCOUNTING PRINCIPLES 

Of all the business knowledge you have learned or will learn, the study of 
accounting will be the most useful. Your financial and economic decisions as a 
student and consumer involve accounting information. Understanding the discipline 
of accounting will influence many of your future professional decis ions. Remember, 
you can't escape the effects of accounting information on your personal and 
professional life. 
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DEFINITION OF ACCOUNTING 
The most prominent accounting authorities define accounting as the process of 

identifying, measuring, and communicating economic information in order to permit 
judgements and decisions by the users of the information. This information is 
financial and usually stated in money terms. Thus, accounting is a measurement and 
communication process used to report on the activity of profit-seeking business 
organizations and non-profit organizations. 

Accounting is often confused with bookkeeping. Bookkeeping is a mechanical 
process that records the economic activities of a business. Accounting includes 
bookkeeping. 

Accountants analyze and interpret financial information, prepare financ ial 
statements, conduct audits, design accounting systems, prepare special and f inancial 
studies, prepare forecasts and budgets, provide tax services. 

 
VI. Answer the questions: 
1. How is accounting defined by the most famous accounting authorities? 
2. When is accounting used as a measurement and communication process?  
3. What is accounting often confused with? 
4. What role does an accounting system play in an economy? 
5. Into what phases is accounting broken down? 
6. What is an accounting equation? 
7. What is the most widely practiced principle of bookkeeping? 
8. What does the balance sheet list? 
9. What is shown in the income statement? 
 
VII. Are these sentences true or false? Correct the false sentences: 
1. Your financial and economic decisions as a student and consumer involve 
bookkeeping information. 
2. Accounting is a measurement and communication process used to report on the 
activity of profit-seeking business organizations and non-profit organizations. 
3. Accounting is often confused with bookkeeping. 
4. Accountants analyze and interpret political information, prepare executive 
statements. 
5. The most prominent accounting authorities define accounting as the process of 
identifying, measuring, and communicating cultural information in order to permit 
judgements and decisions by the users of the information. 
 
VIII. Choose the correct alternative: 
1. This information is financial and usually estimated/stated in money terms.  
2. Of all the business/bookkeeping knowledge you have learned or will learn, the 
study of accounting will be the most useful. 
3. You can't escape/hide the effects of accounting information on your personal and 
professional life. 
4. Accounting includes negotiating/bookkeeping. 
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5. Understanding the discipline of accounting will include/influence many of your 
future professional decis ions. 
6. Bookkeeping is a mechanical/useful process that records the economic activities  
of a business. 
 
IX. Fill in the blanks with appropriate words: 
 
separate               equation             statement             asset             transactions        
Accounting         profit                 annually            calculation             financial 
 
1. Accounting is based on the accounting __________, which states that a firm's 
assets must equal its liabilities plus its owner's equity. 
2. Accounting can show the managers or the owners of a business whether or not the 
business is operating at a __________, whether or not the business will be able to 
meet its commitments as they fall due. 
3. Balance sheets are drawn up periodically: monthly, quarterly, half-yearly,  
__________. 
4. Each account should be shown on a __________ page. 
5. A firm's sales, costs, and profits for a given period are shown in an income 
__________. 
6. Accounting is used to describe the __________ entered into by all kinds of 
organizations. 
7. __________ extends far beyond the actual making of records. 
8. The subject of accounting is the __________ of the financial results of an 
economic entity's business activity. 
9. There is an account for every__________ , every liability and capital. 
10. Accounting can be divided into three phases: capture, processing and 
communication of __________ information. 
 
X. Match the words and their definitions.  
 

1 consumer A the examination of the books and accounts of a 
company 

2 accounting B the answer to a problem in mathematics 

3 statement C the work of keeping the financial records of a 
company or an organization 

4 audit D 

a statement of the financial position of a company at 
a particular time, such as the end of the financial 
year or the end of a quarter, showing the company’s 
assets and liabilities 

5 forecast E the work of recording money paid, received, 
borrowed, or owed 

6 budget F money taken by the government or by an official 
body to pay for government services  
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7 tax G a person or company that buys and uses goods and 
services 

8 bookkeeping H a plan of expected spending and income for a period 
of time  

9 calculation I a description or calculation of what will probably 
happen in the future 

10 balance sheet J something said or written which describes or 
explains something clearly  

 
XI. Match the words in the right column with the words in the left column to 
make word combinations.  
 
1 the economic system's  a statement 
2 financial  b results 
3 accounting  c development 
4 Balance  d equation 
5 double-entry  e bookkeeping 
6 income  f the transactions 
7 describe  g audits 
8 making  h sheets 
9 business  i knowledge 
10 conduct  j of records 

 
SELF-STUDY 

 
I. Give Ukrainian equivalents for the following words and expressions:  
Accounting, record, to measure, transaction, to provide data, creditor, income 
statement, balance sheet, to receive, to spend, ratio analysis. 
 
II. Read and translate the text: 

TEXT 2  

 
TYPES OF ACCOUNTING 

 

PUBLIC ACCOUNTING 
Public accounting offers accounting and related services for a fee to companies, 

other organizations, and the public in general. 
Auditing. When a business seeks a loan or tries to have its securities on a stock 

exchange, the business has to provide statements about its financial affairs. The 
statements must be provided fairly. For this reason, companies hire f irms to conduct 
an examination (independent audit) of their accounting and related records. 
Independent auditors check some of the company's records by contacting external 
sources; for example, the accountant may contact a bank to verify the cash balances 
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of the client. After completing a company audit, independent auditors are able to give 
an independent auditor's opinion or report and say whether the company's financial 
statements fairly report the economic performance and condition of the business. 
Auditors can also conduct audits within a business, but these audits are not 
independent ones. 

Tax services. Public accountants often provide expert advice on tax planning and 
on the preparation of federal, state, and local tax returns. The objective in preparing 
tax returns is to use legal means to minimize the amount of taxes paid. Clients also 
need tax planning to know how the tax effects each financial decis ion. Quite often the 
auditing services result in suggestions to clients on how to improve their operations. 
For example, they may suggest improvements in the design and installation of an 
accounting system, the electronic processing of accounting data, inventory control, 
budgeting, or financial planning. In addition, a relatively new area of service 
provided by public accountants is financial planning; often for the executives of audit 
clients. These executives are usually so busy with company matters that they 
frequently neglect their own personal affairs. 

MANAGEMENT (OR INDUSTRIAL) ACCOUNTING 
In contrast to public accountants who provide services for many clients, 

management accountants provide accounting services for a single business. Some 
companies employ only one management accountant, while others may employ 
many. 

Management accountants often specialize only in one particular job or task. For 
example, some specialize in measuring and controlling costs, others in budgeting – 
the development of plans relating to future operations. Many management 
accountants become specialists in installation of computerized accounting systems. 

GOVERNMENT AND NON-PROFIT ACCOUNTING 
Many accountants, employed in governmental or other non-profit accounting, 

have the same educational background and training as accountants in public and 
management accounting. Governmental accountants are employed by government 
agencies. They often control tax revenues and expenditures. 

FINANCIAL ACCOUNTING VERSUS MANAGERIAL ACCOUNTING 
An accounting information system provides data to help the dec ision-making 

process of individuals outside the business as well as inside the business. The 
decision-making individuals outside the business are affected by the performance of 
the business, while decision-making individual inside the business are responsible for 
the performance of the business. For this reason, accounting is often divided into two 
categories: financial accounting and managerial accounting. 

Financial accounting information is intended primarily for external use, while 
managerial accounting information is intended for internal use. Stockholders and 
creditors are the people outside a company who want and need financial accounting 
information. Thus, financial accounting information relates to the company as a 
whole, while managerial accounting information focuses on parts or segments of the 
company. 



 
 

23 

Managerial accounting information intended for internal use, provides special 
information for the managers of the company. The purpose of managerial accounting 
is to generate information that a manager can use to make sound internal decisions. 

 
III. Are these sentences true or false? Correct the false sentences: 
1. An independent auditor is not able to complete a company audit, and say whether 
the company's financial statements fairly report the economic performance and 
condition of the business.  
2. The objective in preparing tax returns is to use legal means to minimize the amount 
of taxes paid.  
3. Managers can also conduct audits within a business, but these audits are not 
independent ones. 
4. Clients also need tax planning to know how the tax effects each financial decision.  
5. The performance of the business is affected by the decision-making individuals  
outside the business, while decis ion-making individual inside the business are 
responsible for the performance of the business.  
6. The purpose of managerial accounting is to generate information that an 
accountant can use to make sound internal decisions. 
 
IV. Choose the correct variant a, b, c or d to fill in the gaps: 
1. Public accountants often provide expert advice on tax planning and on the 
preparation of federal, state, and local tax __________. 

a)  helps;              b) converts;               c)  returns;            d) improves. 
2. These __________ are usually so busy with company matters that they frequently 
neglect their own personal affairs. 

    a) efforts;                b) executives;          c) assets;            d) services. 
3. Governmental accountants often control tax revenues and __________. 
         a) entrepreneurs;             b) monitors;           c) aims;             d) expenditures. 
4. __________ and creditors are the people outside a company who want and need 
financial accounting information. 
    a) Managers;          b) Stockholders;          c) Accountants;           d) Bookkeepers.  
5. Financial accounting information relates to the company as a whole, while 
managerial accounting information focuses on parts or __________ of the company. 
    a) appearance;        b) areas;           c) segments;       d) decisions. 
 

VI. Translate the following sentences into English using emphatic construction: 
Фінансове планування на рівні господарських суб’єктів – це процес  

планування надходження і використання фінансових ресурсів, встановлення 
оптимальних співвідношень у розподілі доходів підприємс тв, управління 
грошовими потоками, які визначають фінансову діяльність підприємств. В 
умовах ринкової економіки фінансове планування має якісно більш суттєве 
значення для підприємств порівняно з директивно-плановою економікою. Без 
фінансового планування не може бути досягнутий той рівень управління 
господарською діяльністю підприємства, який забезпечує успіх на ринку. 
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Жодний інший вид планування не може мати для підприємства такого 
узагальненого, глобального значення – лише фінанси охоплюють усі без  
винятку сторони та ділянки його функціонування. Методика складання 
фінансового планування направлена на розробку фінансового плану – 
конкретного документа у формі таблиць із цифрами, які взаємопов’язані з 
плануванням виробничо-господарської діяльності підприємств. 
 

 
UNIT 3 

JOBS IN ACCOUNTING AND FINANCE 

 
CLASS ASSIGNMENTS 

 

VOCABULARY 
accountancy бухгалтерський облік 
performance результати роботи  
fair чесний, правильний 
economic status економічний стан 
public accountant державний бухгалтер 
private accountant приватний бухгалтер  
to practice мати приватну практику  
judgment думка, судження  
certified public 
accountant  

дипломований державний бухгалтер 
holder of a license власник ліцензії  
to be authorized мати право, бути уповноваженим  
to grant a license надавати ліцензію 
state government державне правління  
to pass an examination здавати екзамен  
to keep knowledge підтримувати знання на сучасному рівні 
integrity висока професійна репутація  
confidentiality конфіденційніс ть 
to have much in 
common 

мати багато спільного  
auditing аудит, ревізія  
consulting services консультаційні послуги  
tax planning планування оподаткування  
cost accounting виробничий облік  
capital budgeting складання смети капітальних витрат  
 budgeting for current 
operations 

складання смети поточних витрат  
financial information 
system 

фінансова інформаційна система  
professional body професійна організація  
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I. Make up English sentences corresponding to Ukrainian ones. 
 

Дуже корисно вивчати бухгалтерський 
облік. 

Useful, accounting, very, to study, it is. 

Бухгалтерський облік впливає на 
багато професійних рішень. 

Decisions, many, influences, accounting, 
professional. 

Бухгалтерська інформація є 
фінансовою і завжди виражається мо 
вою грошей. 

In money terms, and, accounting, stated, 
is, information, usually, financial.  

 

II. Translate the sentences into Ukrainian. Define tense form of the predicates. 
 

1. In recent years, the principle of J.M.Clark has been widely recognized by accountants.  
2. As a recent college graduate, I have been asked to prepare some comments on the 
advantages and disadvantages of the proposal.  
3. Roger Farley has just been named chief executive officer of a high-technology 
company.  
4. While accounting has been called the language of business, it also serves as the 
language that provides financ ial information of such organizations as governments, 
churches, hospitals, etc. 
 
 

III. Choose sentences with the predicate in Passive Voice and translate them. 
 

1. Only during the last half-century accounting has been accepted as a profession. 
2. Many accountants have the same educational background as accountants in public 
accounting.  
3. Has the company had satisfactory income?  
4. Assets (активи) have been defined as the economic resources of the business.  
5. Once a theory has been formulated, it must be tested and then accepted.  
6. Accounting has been called the language of business. 

 
IV. Use the construction it is (was)...that to emphasize the parts of the sentences in 
bold type. 
 

     1. Accounting is often confused with bookkeeping. 2. Bookkeeping records the 
routine economic activities of a business. 3. Accounting includes bookkeeping but goes 
beyond it in scope. 4. The discipline of accounting will surely influence many of your 
future professional decisions. 5. Accountants analyze and interpret financial 
information. 6. Typically, accountants are employed in public accounting. 7. 
Accounting information is used by every profit-seeking business organization. 
 

V. Read and translate the text. Find equivalents of the following word 
combinations: 

основи бухгалтерського обліку; фінансові та економічні рішення; 
бухгалтерська (фінансова, економічна) інформація; приватне та професійне 
життя; виражатися мовою грошей; проводити аудит; створювати 
бухгалтерські (облікові) системи. 
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TEXT 1  
 

JOBS IN ACCOUNTING 
• Bookkeepers work in а company's back-office. They record everything the 
organization earns ог spends. 
 Тах Accountants help their clients fill out tax returns. 
• lnternal Auditors check their employer's records fог accuracy. 
• External auditor is employed by an outside f irm of accountants and hired by 
a company to inspect its accounts.   
• Budget Analysts manage а company's f inancial plans. 
• Management Accountants аге business supervisors. They study business 
operations and help maximize profits. 
• Financial Advisors help реорІе make smart investments. The highest-paying 
positions require а СРА license.  But jobs аге also available fог students. Many 
firms hire them as trainees or file clerks. 
• Back office manager is in charge of the staff responsible for giving administrative 
support to the Finance department. 
 

FUNCTIONS OF ACCOUNTANTS 
     Accounting is an old profession. Records of business transactions have been 
prepared for centuries. However, only during the last half-century accounting has 
been accepted as a profession. Today, accountants are employed in public 
accounting, management and industrial accounting, and governmental or other non-
profit accounting. 
     The accountants perform the following functions: 

1. - Accountants observe many events and identify and measure in f inancial 
terms (dollars, for example) the evident events of economic activity. The examples of 
economic activities are the purchase and sale of goods and services. 

2. - The economic events are recorded, classified into groups and summarized. 
3. - Accountants report on business activity, preparing financial statements and 

special reports. Often accountants are asked to interpret these statements and reports 
for various groups such as management and creditors. 
 

BECOMING AN ACCOUNTANT. CPA 
The body which represents the interests of accountants in the USA is the American 
Institute of Certified Public Accountants (AICPA). To become a CPA, the applicant 
must meet the requirements of the state wher he/she wishes to practise, as established 
by the law of that state and administered by the state boards of accountancy.     
To qualify for certification, the applicant must: 
1) study accountancy at a college or university; 
2) pass the CPA examination, which consists of four sections: 
 Business Law and Professional Responsibilities 
 Auditing 
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 Accounting and Reporting – Taxation, Managerial, and Governmental and Non-
for-Profit Organizations 
 Financial Accounting and Reporting – Business Enterprises  

3)  Have professional work experience in public accounting. 
Most states require a qualified CPA to carry out regular professional training. 
 
Chartered Accountant 
The major accounting body in the U.K. is the Institute of Chartered Accountants in 
England and Wales (ICAEW).  
To become a Chartered Accountant, the applicant must: 
1) have sufficient school or university education 
2) apply for a training contract with a recognized company, which will give him/her 
three years’ work experience 
3) pass the ICAEW’s exams on: 

 Accounting 
 Audit and Assurance 
 Business Finance 
 Business Management 
 Financial Reporting 
 Taxation 

4) as well as prove his/her knowledge on Commercial and Company Law, and then 
with further exams on: 

 Business Environment 
 Business life Cycle 
 Advanced Case Study  

 
VI. Discuss the questions below: 
1. What jobs do accountants do? 
2. What are the educational requirements for accountants?  
3. How is accounting defined by the most famous accounting authorities? 
4. When is accounting used as a measurement and communication process? 
5. What is accounting often confused with?  
 
VII. Are these sentences true or false? Correct the false sentences: 
1. Unfortunately, records of business transactions have been prepared only during 
the last half-century. 
2. Bookkeepers record everything the organization earns ог spends. 
3. To become a CPA, the applicant must identify and measure in financial terms. 
4. To become a Chartered Accountant, the applicant must pass the ICAEW’s exams 
on accounting. 
5. The examples of economic activities are the purchase and sale of goods and 
services. 
6. Accountants also have to observe political events (elections, for example). 
7. Accounting is an old profession. 
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8. Management accountants аге employed by an outside firm of accountants. They 
study business operations and help maximize profits. 
9. Today, accountants are employed in public accounting, management and 
industrial accounting, and governmental or other non-profit accounting. 
10. Financial advisors help реорlе make а СРА license. 
 
VIII. Choose the correct alternative: 
 

1. The economic events are recorded, classified into groups and 
organized/summarized. 
2. Back office manager is in charge of the staff responsible for giving administrative 
report/support to the Finance department. 
3. Most states require/inquire a qualified CPA to carry out regular professional 
training. 
4. Тах Accountants help their clients fill out tax funds/returns. 
5. Often accountants are asked to interpret these statements/operations and reports 
for various groups such as management and creditors. 
6. The major accounting body/employer in the U.K. is the Institute of Chartered 
Accountants in England and Wales (ICAEW). 
7. The body which represents the interests of accountants in the USA is the 
American Institute of Certified Private/Public Accountants (AICPA). 
8. Accountants stand for/report on business activity, preparing financial statements 
and special reports. 
9. Budget Analysts manage/assess а company's financial plans. 
10. External auditor is and hired by a company to transact/inspect its accounts. 
 
IX. Fill in the blanks with appropriate words: 
 

accountants      principles     organized     members         profession    throughout       
number             role              organizations          functions           creation 
 

1. The organization of the accountancy profession dates to January 1853 when eight 
accountants in Edinburgh, Scotland met for the purpose of seeking recognition of  
their ___________ as a separate and distinct profession. 
2. Their discussion of their professional situation resulted in the__________ of the 
Institute of Chartered Accountants of Edinburgh. 
3. Since that time numerous professional accountancy organizations have been 
established ______________the world. 
4. In 1977 the International Federation of Accountants (IFAC) was established. Its 
initial membership was 63 organizations representing 49 countries, but within a 
decade, the _______ grew to 105 organizations from 79 countries. 
5. Under the conditions of global interdependence of countries through trade, 
finance, and cross border investments, the _______of the IFAC is becoming more 
important. 
6. The size and principles of accountancy __________ vary. 
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7. The main __________ of the   accountancy profession   may   be summarized as  
follows: 
 to preserve the professional independence of ________ in whatever capacities  
they may be serving; 
 to protect the public by ensuring the observance by its members of the highest  
_______ of professional and ethical conduct; 
 to maintain the legitimate rights of its _______; 
 IFAC was _______ in recognition of the growing changes towards 
internationalization of the world economy, business and trade. 
 

X. Match the words and their definitions.  
 

1 analyst    A an instance of doing business, e.g. a purchase in a 
shop or a withdrawal of money from savings   

2 auditor’s report B to examine in detail 

3 investment C 
an accountant who has passed the necessary 
professional examinations and is a member of the 
Institute of Chartered Accountants 

4 transaction D a document which insures the permission 

5 return E a report written by a company’s auditors after they 
have examined the accounts of the company 

6 creditor F 
the system of raising revenue for public funding by 
taxing individuals and organisations, or the amount 
of revenue raised 

7 taxation G person who analyses 

8 charter accountant H a person or com-pany that is owed money, i.e. a 
company’s creditors are its liabilities 

9 inspect I a profit or income from money invested 

10 license J the placing of money so that it will produce interest 
and increase in value 

 
XI. Match the words in the right column with the words in the left column to 
make word combinations.  
 

1 accountancy  a profits 
2 cross border  b clerks 
3 accounting  c returns 
4 maximize  d finance 
5 lnternal  e investments 
6 financial  f responsibilities 
7 professional  g organizations 
8 tax  h reporting 
9 file  i auditors 
10 business  j body 
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SELF-STUDY 
 

I. Complete the sentences: 
     1. An accountant is … 
a) a person skilled in keeping accounts, or someone who examines or inspects the 
accounts of a business, or company; 
b) a person skilled in financial matters, especially those of public concern. 
     2. An auditor is … 
a) an expert in economics and economic matters; 
b) a person who makes an audit, either professionally, or in an amateur, honorary  
    capacity. 
     3. A manager is … 
a) a person who administers the business affairs of an enterprise; 
b) someone keeping the accounts of a business. 
 
II. Read and translate the text: 

TEXT 2  
 

PUBLIC AND PRIVATE ACCOUNTANTS 
 

Іn a free-market environment accounting provides sort of a vehic le for  
transmitting information about the performance of enterprises to those with an 
interest in it. In that case it would be correct to sum up the basic functions of 
accounting in a market economy as measuring economic activity of an enterprise and 
its profit, showing changes in its financial pos itions and ensuring that a fair report of 
the economic status and performance is made available to all those concerned. 

Accounting principles determine which financial events and transactions should 
be recorded in the bookkeeper's books. The analysis and interpretation of these 
records is 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. 

The members of the accounting profession can be classified by the type of 
organization they work for. The accounting profession in market economy consists of 
public and private accountants. Public accountants are independent professionals who 
provide services for a fee. Accountants who are employed by business firms are 
known as private accountants. 

The changes in economy along market lines have given a boost to the creation of 
public accounting firms. Some forms of business organizations seem preferable to 
public accountants. Many have formed partnerships with other accountants, and a few 
have formed professional corporations. Partnerships are the main form of business 
organization in the accounting profession. 

Public accountants try to avoid limited liability because they believe that 
professionals should take full responsibility for their judgments. All public 
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accountants have the title certified public accounting. The title refers to the holder of  
a license to practice public accounting. The license is granted by a state government, 
but the license is granted to people who meet educational and experience 
requirements and pass an examination. All certified public accountants are expected 
to keep their knowledge up to date and to maintain the highest standards of integrity, 
professional independence and confidentiality.        

The main service the public accounting offer is auditing. Besides, public  
accounting firms offer consulting services, some accountants are also active in tax 
planning and preparation of tax returns. Their duties include cost accounting, capital 
budgeting, budgeting for current operations, tax planning. They must know how to 
design financial information systems and do many other important things. 

 
III. Are these sentences true or false? Correct the false sentences: 
1. The analysis and interpretation of these records is the primary function of 
accounting.  
2. Public accountants are independent professionals who provide free of charge 
services.  
3. The changes in economy along market lines have given a boost to the creation of  
private accounting firms. 
4. The license is granted by a state government, but the license is granted to people 
who meet educational and experience requirements and pass an examination.   
5. Public accounting firms offer consulting services, some accountants are also active 
in tax planning and preparation of tax returns.  
6. The various financial statements produced by accountants provide managers with 
the basis for future financial planning and control, bur they don’t provide other 
interested parties (investors, the government) with useful information about the 
company.  
 
IV. Read and translate: 
 

budget  to draw up a budget; to remain within a 
budget; an annual budget; state budget; 
national budget; to reduce a budget; 

audit to carry out audit; a tax audit; to conduct 
audit; 

statement financial statement; special statement; to 
prepare financial statements; to make a 
statement; she has issued a statement that she 
wants to become a candidate; official 
statement 

influence  this has influenced me deeply; she was 
strongly influenced by this film; who 
influenced her to do that? 
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V. Choose the correct variant a, b, c or d to fill in the gaps: 
1. Accounting principles determine which financial events and _______ should be 
recorded in the bookkeeper's books. 

a)  helps;              b) converts;             c)  transactions;           d) deals. 
2. _______ are the main form of business organization in the accounting profession. 

    a) Banks;            b) Partnerships;         c) Enterprises;          d) Establishments. 
3. The various financial statements produced by accountants then provide managers 
with the basis for future financial planning and control, and provide other interested 
parties (_______ , the government) with useful information about the company. 
         a) leaders;                b) animators;                c) inventors;              d) investors. 
4. Public accountants try to _______ limited liability because they believe that 
professionals should take full responsibility for their judgments. 
    a) compile;          b) avoid;               c) enhance;              d) establish.  
5. All certified public accountants are expected to keep their knowledge up to date 
and to maintain the highest standards of integrity, professional independence and 
_______ . 
    a) confidentiality;                 b) change;               c) ability;       d) reduction. 
 

VI. Translate the following sentences into English: 
У фінансовій сис темі держави фінанси підприємс тва займають особливе 

місце, оскільки формування ВВП, що є основним об’єктом розподілу в державі, 
відбувається в основному за рахунок отримання підприємствами прибутку і 
ведення ними фінансово-господарській діяльності. Фінанси підприємства 
функціонують у сфері матеріального виробництва і відображають стан 
економіки країни. Вони мають такі ж властивості, які і категорія «фінанси», 
проте відмітною їх особливістю є те, що фінанси направлені на забезпечення 
виконання функцій і задач держави, тоді як фінанси підприємства покликані 
забезпечити досягнення максимізації прибутку власника. До цілей, яких можна 
досягнути за допомогою фінансів підприємства, можна віднести забезпечення 
самофінансування господарюючих суб’єктів, виконання зобов’язань перед 
бюджетами, фондами, контрагентами, працівниками та іншими сферами та 
ланками фінансової системи країни.  
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UNIT 4 

FINANCIAL STATEMENTS 
 

CLASS ASSIGNMENTS 
 

VOCABULARY 

statement 

баланс, відомість, рахунок;  financial ~ фінансовий 
звіт; баланс;  income ~ звіт про результати 
господарської діяльності;  ~of cash flows звіт про 
рух грошової готівки (ліквідності);  ~ of owner's 
equity  звіт про власний (акціонерний) капітал 
(компанії) 

objective мета = syn. goal  

profitability прибутковість; рентабельніс ть (ant. unpro-                                              
fitability) 

solvency платоспроможніс ть 
due debts борг, що належить сплатити 
revenue доход, прибуток; service ~s  статті прибутку 
generate викликати 
incur притерпіти,  прийняти на себе (витрати) 
expense витрата;  wages ~ витрати на зарплатню;  rent ~ 

витрати на аренду;  total ~ загальні витрати 
flow потік; inflow – приплив,  outflow – відплив, збиток 
asset актив 
cash готівка 
rendering виконання; ~of services  надання послуг 
net нетто; ~income  чистий прибуток;  ~loss повний 

збуток 
owner's equity власний (акціонерний) капітал (компанії) 
balance sheet балансовий звіт 
activity (економічна ) активніс ть; financial ~ фінансова 

діяльніс ть; investing ~ інвестиційна діяльність
operating ~ основна економічна діяльніс ть 

business фірма, комерційне підприємс тво; 2. справа, 
комерційна діяльність 

entity економічний обєкт (нпар. фірма); accounting ~ 
обліковий підрозділ, що знаходиться на 
самостійному балансі; business ~ економічний 
об'єкт 

existence існування; наявніс ть 
separate окремий, особливий 
concept концепція 
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record запис; офіційний документ;  accounting ~s  
бухгалтерські рахунки; to keep ~s  вести рахунки 

apply застосовувати 
proprietorship власність;  single proprietorship  власне 

підприємництво 
debt борг 
partnership товарис тво, партнерство, компанія 
establishment установа, підприємс тво 
retail продаж у роздріб;  ~ establishment  роздрібна 

установа 
agreement угода, домовленість; verbal ~ усна домовленість;  

written ~ письмова угода 
terms умови (угоди) 
investment інвес тування, розміщення капіталу, інвестиція; 

initial ~ початковий вклад 
duty обовязок 
means спосіб, засіб 
settlement урегулювання; акт розпорядження власністю 
corporation корпорація; акціонерне товарис тво (амер.) 
stockholder or 
shareholder 

акціонер, пайщик 

asset актив, (різноманітне) майно 
 
I. Find the infinitives in the following sentences and name them. 
1. This accountant may prepare the statement. 
2. She may be preparing the statement.  
3. She may have prepared the statement already.  
4. The statement may have been prepared by midday. 
 
II. Read and translate the following sentences into Ukrainian. 
1. Can the investigator have drawn such a conclusion after a number of experiments?  
2. This accountant may have been licensed by the state.  
3. She must have successfully completed an examination prepared and graded by the 
Institute of Auditors.  
4. The accounting system used by a profit-seeking business may be viewed as an 
information system designed to provide relevant financial information.  
5. Internal management decisions can be classified into four major types.  
6. The accounting information must be useful and must not cost more than it is worth.  
7. The accountant may be employed in public accounting and specialize in auditing, tax, 
or management consulting services.  
8. You may have already chosen a field of accounting employment as a career. 
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III. Translate into English. 
Економічний об’єкт, концепція (поняття) економічного об’єкту,  

бухгалтерські розрахунки, державна ус танова, роздрібкова установа, письмова 
або усна угода, капіталовкладення, торгова угода. 

 
IV. Memorise the following expressions. 
 
business business activity, business firm, business entity, "business is 

business", to engage in bus iness,  to get out of business, to finance a 
business, banking business, dishonest business, private business, 
retail business, wholesale business 

record accounting records, birth records, to keep records, expenditure 
records 

debt debt secured by a document, to be in debts, to be out of debts,  to get 
into debts, without debts, debt of business enterprise, external debt, 
government debt, money debt,  short-term debt 

agreement to enter into an agreement, to sign an agreement, bilateral (two-
country) agreement, business agreement, collective agreement, 
commercial agreement, economical cooperation agreement, financial 
agreement, international agreement, labor agreement, supply 
agreement, trade agreement 

investment capital investment, direct investment domestic investment, extensive 
investment, foreign investment, government investment, intensive 
investment, initial investment, long-term investment, planned 
investment, short-term investment 

 

V. Read and translate the text.  

TEXT 1  

 
FORMS OF BUSINESS ORGANIZATIONS  

AND TYPES OF BUSINESS THEY PERFORM 
 

Accountants often refer to a business organization as an accounting entity or a 
business entity. A business entity is any business organization, such as grocery store, 
for example, which exists as an economic unit. For accounting purposes, each 
business organization has an existence, separate from its owners, creditors, 
employees, customers, and other businesses. This separate existence of the business 
organization is called the business entity concept. 

If you own two businesses, each would be considered as an independent 
economic business. You may normally keep separate accounting records for each 
business. Also, you cannot include the car you drive only for personal use as a 
business activity. 
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The three forms of business organizations are single proprietorships, 
partnerships, and corporations. The business entity concept applies to all forms of 
business. 

A single proprietorship is a business owned by an individual and often managed 
by the same individual. Single proprietors are physicians, lawyers, electricians, and 
other people who are "in business for themselves". In a single proprietorship, the 
owner only is responsible for all debts of the business. 

A partnership is a business owned by two or more persons associated as 
partners. Many small retail establishments are organized as partnerships. Partnerships 
are created by a verbal or written agreement. The written agreement provides a 
permanent record of the terms of the partnership. Such terms as initial investment of 
such partner, the duties of each partner, and the means of dividing profits or losses 
between partners each year, the settlement to be made upon the death or withdrawal 
of the partner are included in the agreement. For accounting purposes, the partnership 
is a separate business. 

A corporation is owned by a few persons or by thousands of persons. Almost all 
large businesses are corporations. The owners of corporation are stockholders or 
shareholders. They buy shares of stock, which are units of ownership, in the 
corporation. If the corporation fails, the owners will lose only the amount they paid 
for their stock. The personal assets of the owners are protected from the creditors of 
the corporation. 

The stockholders do not directly manage the corporation; they elect a board of 
directors, who represent their interests. The board of directors selects the president 
and vice presidents, who manage the corporation for the stockholders. 

The forms of business entities are classified according to the type of ownership 
of the business entity. Single proprietorships have one owner, partnerships have two 
or more owners, and corporations usually have many owners. Business entities can 
also be grouped by the type of bus iness activities they perform service companies, 
merchandising companies, and manufacturing companies. 

1. SERVICE COMPANIES perform services for fee. This group includes 
companies such as accounting firms, law firms, repair shops, dry cleaning 
establishments, and many others. 

2. MERCHANDISING COMPANIES purchase goods that are ready for sale 
and then sell them to customers. Merchandising companies include such companies 
as auto dealerships, clothing stores, and supermarkets. 

3. MANUFACTURING COMPANIES buy materials, convert them into 
products, and then sell the products to other companies or to final customers. 
Examples of manufacturing companies are steel mills, auto manufacturers, and 
clothing manufacturers. 

All these companies produce financial statements as the final end product of 
their accounting process. These financial statements provide relevant financial 
information both to those inside the company – management – and those outside the 
company– creditors, stockholders, and other interested parties. 
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VI. Answer the questions: 
1. How do accountants refer to a business organization? 
2. What is the business entity concept? 
3. What three forms of business organizations do you know? 
4. What is a single proprietorship? 
5. Who is responsible for all debts of the business in a single proprietorship? 
6. How many persons can own a partnership? 
7. What terms of a written agreement do you know? 
8. Why is the partnership a separate business? 
9. How many persons can be owners of a corporation? 
10. How are the owners of the corporation called? 
11. Who manages the corporation? 
 

VII. Are these sentences true or false? Correct the false sentences: 
1. A partnership is a business owned by two or more persons associated as friends. 
2. A corporation is owned by a few persons or by thousands of persons.   
3. The forms of business entities are classified according to the type of management 
of the business entity.  
4. If you own two businesses, each would be considered as an subsidiary business.  
5. Business entities can also be grouped by the type of business activities they 
perform service companies, merchandising companies, and manufacturing 
companies.  
6. The stockholders do not directly manage the corporation; they elect a board of 
directors, who represent their interests.  
7. The permanent agreement provides a written record of the terms of the 
partnership. 
8. The business entity concept applies to all forms of business. 
9. A business entity is any business organization, such as grocery store, for example, 
which exists as an economic unit. 
10. Double proprietors are physicians, lawyers, electricians, and other people who are 
"self-educated". 
 
VIII. Choose the correct alternative: 
1. For accounting purposes, each business organization has an existence, separate 
from its owners, creditors, employees, customs/customers, and other businesses.  
2. Many small retail/rental establishments are organized as partnerships. 
3. If the corporation fails, the owners will lose only the fee/tax/amount they paid for 
their stock. 
4. The board of directors selects the president and vice/ex presidents, who manage 
the corporation for the stockholders. 
5. Merchandising companies include such companies as auto 
dealerships/wholesalers, clothing stores, and supermarkets. 
6. Financial statements provide relevant financ ial information both to those inside 
the company – management – and those outside the company– creditors, 
bookkeepers/stockholders, and other interested parties. 
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7. The owners of corporation buy parts/shares of stock, which are units of 
ownership, in the corporation. 
8. Partnerships are created by a verbal/voluntary or written agreement. 
9. In a single proprietorship, the owner only is responsible for all profits/debts of 
the business. 
10. Examples of manufacturing companies are steel mills/mines, auto manufacturers, 
and clothing manufacturers. 
 
IX. Fill in the blanks with appropriate words: 
 

fee final withdrawal entity purchase 
proprietorships records corporations assets activity 
 
 

1. Such terms as initial investment of such partner, the duties of each partner, the 
means of dividing profits or losses between partners each year, the settlement to be 
made upon the death or _______ of the partner are included in the agreement. 
2. Single _________ have one owner, partnerships have two or more owners, and 
corporations usually have many owners. 
3. Manufacturing companies buy materials, convert them into products, and then 
sell the products to other companies or to ________ customers. 
4. Merchandising companies _______ goods that are ready for sale and then sell 
them to customers. 
5. You cannot include the car you drive only for personal use as a business 
_________. 
6. The three forms of business organizations are single proprietorships, partnerships, 
and _________. 
7. Service companies perform services for _________. 
8. Accountants often refer to a business organization as an accounting _________ or 
a business entity. 
9. The personal _________ of the owners are protected from the creditors of the 
corporation. 
10. You may normally keep separate accounting _________ for each business. 

 

X. Match the words and their definitions.  
 

1 entity A the act of removing money from an account 
2 enterprise B a person who owns shares in a company 

3 short-term C the state of having less money than before or of not 
making a profit 

4 debt D a single separate body or organization 
5 withdrawal E to provide money to pay for something 

6 loss F a single product for sale; a single share in a unit 
trust 

7 stockholder G money owed for goods or 
services 



 
 

39 

8 unit H money received from the sale or exchange of  
property 

9 finance I a system of carrying on a business 
10 amount J for a short period in the future 
 

XI. Match the words in the right column with the words in the left column to 
make word combinations.  
 

1 business  a a business 
2 short-term  b proprietorship 
3 to sign  c records 
4 capital  d establishment 
5 to finance  e the creditors 
6 accounting  f debt 
7 single  g manufacturer 
8 retail  h entity 
9 protected from  i investment 
10 clothing  j an agreement 

 
SELF-STUDY 

 

I. Translate the following sentences paying attention to the infinitive used after 
modal verbs. 
1. After reading about the employment opportunities in accounting, you may have 
already chosen a field of accounting employment to pursue as a career.  
2. Accounting may be defined in many ways, and no reasonably concise statement 
can capture all its aspects.  
3. The information provided by the accountant can relate to financial statements, tax 
problems, dealings with governmental authorities, and other matters.  
4. If a firm sets a target profit for a year it must also determine how to reach that 
target.  
5. Information provided by the accountant may show that a particular goal is not 
achievable and he or she then may be asked to determine a feasible goal. 
 
II. Read and translate the text: 

TEXT 2  

 
FINANCIAL STATEMENTS OF BUSINESS ORGANIZATIONS 

 

Business entities may have many objectives and goals, the two primary of which 
are profitability and solvency. 

Profitability is the ability to generate income. Unless a business can produce 
satisfactory income and pay its debts, its other objectives will never be realized 
because the business will not survive. Solvency is the ability to pay debts as they 
become due. 
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The financial statement that reflects a company's profitability is the income 
statement. It reports the profitability of a business organization for a stated period of 
time (a month or a year), by comparing the revenues generated with the expenses 
incurred to produce these revenues. 

Revenues are the inflows of assets (such as cash) resulting from the sale of  
products or the rendering of services to customers. Expenses are the costs incurred to 
produce revenues. If the revenues of a certain period exceed the expenses of the same 
period, net income results. But if expenses exceed revenues, the business has a net 
loss, and it has been operated unprofitably. 

The change in owner's equity between the beginning of a period (e.g. a month) 
and the end of that period is reflected in the statement of owner's equity. 

The balance sheet reflects a company's solvency. 
One more financial statement - the statement of cash flows - shows the cash 

inflows and outflows for a company over a period of time. This statement has three 
sections -- cash flows from operating activities, cash flows from investing activities, 
and cash flows from financial activitites. 
 
     Illustration I. 
 
Income                                        BLACK COMPANY 
Statement                                          Income sheet 
                                      For the Month Ended October 31, 1996 
 
                                 Revenues: 
                                      Service revenue ......................................4.000 
                                 Expenses 
                                      Wages expense ...................................... 1.000 
                                       Rent expense .........................................    300 
                                       Gas and oil expense ..............................    400 
                                                                                   –––––––––––––––– 
                                                Total expense .................................. 1.700 
                                  Net income .................................................... 2.300 
                                                    BLACK COMPANY 
                                      Statement of Owner's Equity For the Month 
                                                  Ended October 31, 1996 
 
                                  Samuel Black, capital, October 1 ................ 25.000 
                                  Add: Net income for October ......................   2.300 
                                                                                                    –––––––– 
                                  Samuel Black, capital, October 31 .............. 27.300 
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III. Are these sentences true or false? Correct the false sentences: 
1. The only one goal of any business entity is its profitability.  
2. The ability to pay due debts is called solvency.  
3. Income statement reports about losses of business organization.  
4. Inflows of cash and other assets are revenues.  
5. The statement of cash flows has two sections – cash flows from operating activities 
and cash flows from financial activities. 
 
IV. Use the construction "it is (was)...that"  to emphasize the parts of the sentence 
in bold type. 
     1. The American Accounting Association defines accounting as "the process of 
identifying, measuring, and communicating economic information to permit informed 
judgments and decisions by the users of the information". 2. Professor Gayle 
Rayburn of Memphis State University has participated with authors in revising 
two-volume student Manual Accounting Principles. 3. Accounting is considered to 
be one of the oldest professions. 4. The two best-known philosophers of ancient 
Greece, Plato and Aristotle, contemplated how citizens might achieve happiness and 
good life in a just society. 5. A country's international policy can signif icantly 
affect its economic growth. 6. Developing countries rely heavily on commercial 
policy to stimulate new industries. 
 
V. Choose the correct variant a, b, c or d to fill in the gaps: 
1. Several accounting organizations have formulated codes of ethics that ________ 
the behavior of their members. 

a)  promotes;              b) converts;               c)  govern;            d) improves. 
2. At the courses you will learn about the accounting process which is used to prepare 
financial _________ . 

    a) efforts;                b) goods;          c) services;            d) statements.  
3. A ________ is a business which is incorporated under the law of the state and 
which is owned by a few persons or by thousands of persons. 
         a) proprietorship;          b) corporation;              c) firm;          d) enterprise. 
4. An account is an element in an accounting system that is used to classify and 
summarize money _________ of business activity. 
    a) movements;      b) measurements;          c) examination;       d) assessment.  
5. Single proprietorships have one owner, _________ have two or more owners, and 
corporations usually have many owners. 
    a) friendships;                 b) worships;               c) employees;       d) partnerships. 
 

VI. Translate the following sentences into English: 
Фінанси підприємств, також як і загальнодержавні фінанси, є достатньо 

складною економічною категорією. Вони відображають процеси формування  і  
розподілу  різноманітних  фондів  підприємства,  включаючи грошові, а також з 
їх допомогою розв’язуються питання їх раціонального викорис товування.  
Підприємства є основним суб’єктом фінансових відносин, оскільки велика 



 
 

42 

частина ВВП виробляється саме ними. Виробництво складає основу будь-якої 
економіки і сприяє створенню економічного продукту. Фінанси підприємств 
виникають в реальному грошовому обороті, а їх функціонування направлено на 
досягнення загальних цілей ефективного розвитку підприємств. Отже, можна 
стверджувати, що підприємства є основою економіки країни, а фінанси 
підприємс тв забезпечують можливість здійснення фінансово-господарської 
діяльнос ті господарюючих суб’єктів.  
 
UNIT 5 

BOOKKEEPING AND AUDITING 

 
CLASS ASSIGNMENTS 

 

VOCABULARY 
bookkeeping бухгалтерія 

bookkeeper бухгалтер 
accurate точний, правильний  
receipts грошові надходження, прибутки 
record запис, документація  
record-keeping ведення обліку, облік 
statement звіт, відомість, бюлетень  
financial statements фінансова документація  
journal бухгалтерський журнал 
ledger бухгалтерська книга 
posting перевірка, перенос до бухгалтерської книги  
to post робити перевірку, заносити до бухгалтерської книги   
ledger posting запис до головної бухгалтерської книги  
to draw up складати 
trial balance попередній бухгалтерський баланс 
to draw up a balance складати баланс  
balance баланс, залишок, сальдо 
favorable balance активний баланс, позитивний баланс  
unfavorable balance пасивний баланс, негативний баланс 
cash balance касова готівка  
balance in hand грошова готівка 
balance of payment платіжний баланс  
error помилка 
audit аудит 
auditing аудит 
an auditor аудитор 
an evaluation оцінка 
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confidence довіра  
a presentation уявлення 
internal внутрішній 
complete повний, закінчений 
exact точний 
reliable надійний 
departure  відхід, відступлення 
to judge  судити, суддя 
fair справедливий 
to appoint  призначити 
to approve затвердити 
to link  об’єднати 
to entrust  довіряти 
staff персонал 
assurance  гарантія 
prevention запобігання 
as a whole  у цілому 
business law господарське право 

 
I. Open the brackets putting the words in the correct form. Translate the text in 
the written form.  

In the West each company (to have) a certain freedom in the design of its own 
accounts so as to reflect the nature of its business and the needs of its management in 
directing that bus iness. In Ukraine this process (to regulate) certainly, there (to be) a 
tradition of using a uniform Chart of Accounts.  

The first uniform Chart of Accounts (to appear) in Ukraine in the 1920s. It (to 
intend) for industries only and was revised periodically. In 1961 the first National 
uniform Chart of Accounts (to create) and put into operation. With only insignif icant 
changes, this chart (to use) in accounting practice until 1992. In 1992 transition to a 
new chart (to make). The current Chart of Accounts (to consist) of about 100 
accounts and 60 subaccounts grouped into 10 main sections. All accounts included in 
this uniform chart (to call) "synthetic" (main or summary) accounts. 
 
II. Say in a few words what the main text is about. Use the opening phrases. 
The title of the text is… (entitle it); 
The main subject of the text is…; 
The author describes the problem of…; 
The author shows that…; 
The describe at (the problem of ...) ...; 
The text deals with the issue of ...; 
It is clear from the text that ...; 
Among other things the text raises the issue of ...; 
The problem of ... is of great importance. 
One of the main points to be single out is ...; 



 
 

44 

Great importance is also attached to ...; 
In this connection, I’d like to say ...; 
I find the question of ... very important because ...; 
I think that ... should be mentioned here as a very important  
mechanism of .... 
 
III. Match the words (1-7) wilh Ihe definilions (A-G).  
1 commercial bank A an amount of money a customer may 

spend beyond what is in his or her 
account 

2 overdraft B a bank account that offers interest and 
limits withdrawals 

3 checking account C a slip of paper that provides payment 
4 savings account D a private institution that provides 

banking  
services to the public 

5 check E a bank account that allows regular 
withdrawals but pays no or little 
interest 

6 interest F to increase or gain 
7 accrue G a percentage paid when money is 

loaned 
 

IV. Give Ukrainian equivalents to the following words and word combinations:  
Account, accurate information, assets and liabilities, depreciation, the day-to-day 
financial information, double-entry system, transaction, advantage, financial structure 
of the company. 
 
V. Read and translate the text.  

TEXT 1  

 
BOOKKEEPING AS A PART OF ACCOUNTING 

 
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 as a part of accounting system. 

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 goods 
sold and overhead expenses such as a rent, wages, salaries. 
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Modern accounting system is considered to be a seven step cycle. The first three 
steps fall under the bookkeeping function, such as: 1) the systematic recording of 
financial transactions; 2) 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 pos ition. 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. 

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

 
VI. Answer the questions: 
1. What kind of information is of great importance for proper company management? 
2. What role does bookkeeping play in the accounting cycle? 
3. What kind of data is collected by a bookkeeper? 
4. What is the modern concept of the accounting system? 
5. What does double-entry bookkeeping mean? 
6. What are the advantages of the double-entry system? 
 
VII. Are these sentences true or false? Correct the false sentences: 
1. Double-entry bookkeeping means that the same transaction is entered twice, i.e. 
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. 
2. Certain accounts are increased with debits and decreased with credits, while other 
accounts are increased with credits and decreased with debits.  
3. 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 goods sold and overhead expenses 
such as a rent, wages, salaries.  
4. A typical account is known to have two sides: the items on the left side are called 
credits, while the items on the right side are debits.  
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5. One advantage of the double-entry system is that its information is complete 
enough to be used as a basis for making business decisions.   
6. 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.  
7. Such information being obtained mainly from different records, additional funds 
and time should be invested in bookkeeping as a part of accounting system.  
8. The task of a bookkeeper 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.  
9. Modern accounting system is considered to be a seven step cycle. 
10.Record keeping of companies 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. 
 
VIII. Choose the correct alternative: 
1. For management of any company to be efficient/sufficient, extensive and accurate 
information concerning receipts and payments, assets and liabilities, depreciation of  
assets and other data about company status are required.   
2. The first three steps fall under the auditing/bookkeeping function. 
3. 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/debts. 
4. Double-entry/Financial 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. 
5. The double-entry system of bookkeeping enables/ensures every company to 
determine at any time the value of each item that is owned, how much of this value 
belongs to creditors, total p profit and how much belongs to the business clear debt. 
6. The current Chart of Accounts consists of about 100 accounts and 60 
chapters/subaccounts grouped into 10 main sections. 
7. All accounts included in this uniform table/chart are called "synthetic" (main or 
summary) accounts. 
8. Another advantage is that the errors are readily detected/inspected, since the 
system is based on equation that must always be in balance. 
9. 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/loans. 
10. Bookkeeping provides the basic accounting data by systematical recording such 
up-to-date/day-to-day financial information as rent, wages, and salaries. 
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IX. Fill in the blanks with appropriate words. There are 3 extra options here you 
shouldn’t use: 
 

regulations               summarizing             medium             office             enterprise 
remaining        reports         owners                 skills            approach 
 
1. A bookkeeper’s tasks include recording, _________, and reporting basic 
accounting information. 
2. In a few businesses, bookkeepers may help _________ and managers to interpret 
accounting information. 
3. Many small or _________ bus inesses employ a public accountant to plan an 
accounting system. 
4. However, a bookkeeper does all the _________ accounting tasks. 
5. Bookkeepers in small firms may do additional general _________ work. 
6. Many businesses want bookkeepers with typing and filing _________. 
7. These two general office skills are closely related to the preparation of accounting 
_________. 
 
X. Match the words and their definitions.  
 

1 accrue A a book in which accounts are written 

2 bookkeeper B a book with the account of sales and purchases 
made each day 

3 savings account C the draft calculation of debits and credits to see if  
they balance 

4 balance of payment D 

an amount of money which a company or per-son 
can withdraw from a bank account, with the bank’s 
permission, despite the fact that the account is 
empty 

5 receipt E something said or written which describes or 
explains something clearly 

6 overdraft F 
a comparison between total receipts and payments 
arising from a country’s international trade in 
goods, services and financial transactions 

7 journal G a person who keeps the financial records of a com-
pany or an organization 

8 statement H 
to record a finan-cial transaction in accounts when it 
takes place, and not when payment is made or 
received 

9 ledger I a piece of paper showing that money has been paid 
or that something has been received 

10 trial balance J 
an account where you put money in regularly and 
which pays interest, often at a higher rate than a 
deposit account 
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XI. Match the words in the right column with the words in the left column to 
make word combinations.  
 

1 financial  a bank 
2 balance  b account 
3 ledger  c system 
4 checking  d of the amounts 
5 commercial  e financial information 
6 additional  f in hand 
7 double-entry  g with credits 
8 transferring  h statements 
9 day-to-day  i funds 
10 increased  j posting 

 
SELF-STUDY 

 
I. a) Supply the prepositions where necessary. b) Say what the auditors checked 
during the audit in accordance with the instructions given to them.  
 
We have examined the books, accounts and vouchers relating _________ the six 
months ended 30th September _________ (year) which were presented _________ 
us. We have made extens ive enquiries _________ the system of internal check 
_________ force and are satisfied that it is working efficiently. Particular attention 
was paid to the methods in force for the authorization of accounts for payment and 
the handling _________ cash. The cash balances _________the 30th September 
_________ (year) were counted and found to be in accordance _________ the 
cashier's books. All bank payments have been verif ied with the bank statements and 
certificates of the balances on the accounts obtained _________ the bankers. We have 
checked all cash and bank payments _________ the receipts and have to report that a 
number of small payments are unsupported _________ vouchers. It has been 
possible, however, to obtain other evidence to show that these disbursements were 
properly made. The cash books have been cast and all postings _________ the 
various ledgers checked _________ detail. All invoices _________ respect of goods 
purchased and expenses incurred have been examined with the appropriate analysis  
of books, the totals of which have been checked. Several minor errors were detected 
which have not been rectified. The postings to the Creditors' Ledgers have been test-
checked, being far too numerous to do in detail. The balances _________ the 
individual Creditors' accounts have been compared with special audit statement 
obtained from them and found to be _________ order. Our instructions did not 
require us to examine the Sales Ledgers and Day Books: we therefore report that in 
such work as we have performed we found no evidence or opportunity _________ 
defalcation or fraud.  
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II. Read the text and learn more about the process of auditing: 

TEXT 2  

 
AUDITING 

Auditing is closely connected with Accounting. Auditing is a process in which 
an independent accountant-auditor examines a firm's accounting records and financial 
statements and offers an opinion on their accuracy and reliability. The traditional 
definition of auditing is a review and an evaluating of financial records by a second 
set of accountants. 
The main purpose of the audit is to give the user of the financial statements 
confidence that they give a true presentation of the pos ition of the company at a 
certain date. Accounts audits were established as an instrument to protect third 
parties, the users of accounts, since the auditor's opinion helps establish credibility of  
financial statements. There are different types of audits: f inancial statement audits, 
income tax audits, "value for money" audits, environmental audits, administrative 
audits, financial management audits, internal and independent audits, etc. 

An internal audit. It is a control by a company's own accountants. They check 
for the complete, exact and reliable data. Internal auditors also look for departures 
from the methods for recording business transactions that are established by a 
company. 

An independent audit. It is a review of financial statements and records by an 
accountant not belonging to the company. Such auditors have to judge if the accounts 
present a true and fair view of the company's financial position. 

Who appoints auditors? Senior executives and advisors of the company do so. 
Then the candidates are to be approved by the owners of the share capital at the 
company's meeting. Auditors write an audit report. They also may write a 
"management letter" to directors. They may underline some weak points and 
recommend to improve operating procedures. The auditors try to ensure that the 
accounts give a true picture of the position. To achieve this the auditors need to go 
beyond the accounting function within the company. 

The auditor often looks at the way in which the other parts of the business 
work. It is common for the auditor to discuss the activities with the members of staff 
working in different departments of the company, not only in the accounting or 
finance departments. The understanding of the business as a whole is very important 
for auditing. 

 
III. Are these sentences true or false? Correct the false sentences: 
1. The main purpose of the audit is to give the user of the financial statements 
confidence that they give a true presentation of the pos ition of the company at a 
certain date.  
2. Internal auditors don’t pay attention to departures from the methods for recording 
business transactions that are established by a company.  
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3. There are four types of audits: financ ial statement audits, income tax audits, 
administrative audits, and independent audits. 
4. The auditors try to ensure that the accounts give a true picture of the position.  
5. The auditor usually discusses the activities with the members of staff working in 
the accounting or finance departments.   
6. Auditors write a "personal letter" to directors.  
 

IV. Describe the two main functions of auditing. Discuss how public accountants 
(auditors) and government auditors perform these functions. Explain the 
importance of internal auditing.  
 

Audit is an examination of the records and reports of an enterprise by 
accounting specialists other than those responsible for their preparation. Public 
auditing by independent accountants has acquired professional status and become 
increasingly common with the rise of large business units and the separation of 
ownership from control.  

The public accountant performs tests to determine whether the management's 
statements were prepared in accordance with acceptable accounting principles and 
fairly present the firm's financial position and operating results. Such independent  
evaluations of management reports are of interest to actual and prospective 
shareholders, bankers, suppliers, lessors, and government agencies. Generally 
speaking, auditing has two functions: to reveal undesirable practices and, as far as 
possible, to prevent their recurring in the future.  

A relatively new type of auditing is internal auditing. It is designed to 
evaluate the effectiveness of a business's accounting system. Perhaps the most 
familiar type of auditing is the administrative audit, or preaudit, in which individual 
vouchers, invoices or other documents are investigated for accu racy and proper 
authorization before they are paid or entered in the books. In English-speaking 
countries, public auditors are usually certified, and high standards of professional 
qualif ication are encouraged.  

Most countries have specific agencies or departments charged with auditing 
of their public accounts. Taxpayers in all countries are interested in the sound 
management of the collected revenue, they also want to know whether or not the 
executive branch of government is complying with the law, especially in the area of  
public finance.  

Government auditors are working for sound, economical and efficient 
financial management, addressing the key problems in the field of public sector 
auditing, like strengthening the institutions that oversee financial management, 
changes in the scope and methodology of government auditing, ability to conduct 
performance audits in public enterprises, strengthening internal auditing in spending 
units, expost external audits of government activities, budget efficiency problems, 
performance of expenditure programmer. The advantages accruing from an audit are 
obvious, taking into account the complexity of present-day commerce and business.  
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V. Choose the correct variant a, b, c or d to fill in the gaps: 
1. Auditors in the USA are accountants who _________ the accuracy of a company's 
financial statements, and if they f ind any disagreements in the documents with 
generally accepted accounting principles, they will be responsible to inform about 
them in their report. 

a)  helps;              b) deal with;               c)  estimate;            d) improves. 
2. One more area of specialization is auditing in _________ organizations, such as 
universities, hospitals, churches, trade and professional associations, and government 
agencies. 

    a) profitable;         b) non-business;          c) non-profitable;            d) business. 
3. These organizations have a number of differences in record keeping, in accounting 
managements, and in the form of their financial _________. 
         a) leads;                b) affairs;                c) aims;              d) statements. 
4. Income taxation auditing includes determination of a company's taxes according to 
the existing __________. 
         a) flows;          b) loss;              c) raws;              d) laws.  
5. The methods chosen to report assets and liabilities will influence the amount of tax 
to be paid, at least within the _________ year. 

 a) annually;                 b) fiscal;               c) whole;       d) new.  
 

 
VII. Translate the following sentences into English: 

Використання фінансів дає можливість підприємствам виробничої сфери 
забезпечити безперебійне функціонування, сформувати грошові фонди,  
забезпечити фінансовими ресурсами всі стадії процесу виробництва,  
вирішити економічні та соціальні питання, що виникають на кожному 
підприємс тві в сучасних умовах господарювання. Таким чином, можна дати 
наступне визначення категорії «фінанси підприємс тва». Фінанси 
підприємс тва – це сукупність економічних відносин з формування, розподілу та 
використання різноманітних фондів підприємс тва для забезпечення його 
сталого і безперебійного процесу виробництва та досягнення максимуму 
прибутку.  
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UNIT 6 
ACCOUNT, ITS ENTRIES AND CHANGES 

 
CLASS ASSIGNMENTS 

VOCABULARY 

account рахунок; cash~  рахунок каси;  ~title  назва рахунку 
payments of cash сплата готівкою 
cash transaction угода за готівкою 
loan займ, ссуда, кредит 
payable що належить до сплати 
entry бухгалтерський запис; double-entry подвійний запис 
invisible невидимий 
encode кодувати 
coin монета 
deposit вклад у банк 
debit дебет 

credit сума, що записана на прибуток; права сторона 
бухгалтерскої книги 

 
I. Revise modal verbs and their equivalents. Put the sentences in the future tense. 
1. You may go to the restaurant with your friend.  
2. We can offer you a credit.  
3. The shop-girl must serve customers.  
4. The scientist can prove his investigations. 
 
II. Make the following sentences negative and interrogative. 
1. I can stay at this hotel.  
2. He had to pay money to the cashier.  
3. We must immediately finish our work.  
4. They will be allowed to go home at 3 p.m.  
5. We had to summarize and analyse all the results of our observations. 
6. Companies can greatly reduce the work of the accounting staff by using computerized 
accounting systems.  
7. Personnel must perform their duties to promote efficiency of operations.  
8. All companies can benefit from internal auditing.  
9. Companies may use mechanical devices to help protect their assets.  
10. Most enterprises have the policy that all employees must take an annual vacation.  
11. She is able to do everything without any help. 
 
III. Find out the verbs that are most commonly used with the following words:  
Money, policy, services, resources, budget, tax, data, funds, accounts. 
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IV. Find and underline the Passive Voice in the next sentences. Translate them 
into Ukrainian: 

1. Most of public expenditure is financed through taxation and government 
borrowing. 

2. The international Monetary Fund is considered to be one of the 
mostinfluential multinational institutions stimulating international trade 
andmaintaining balance-of-payment equilibrium. 

3. In 1986 there was a most sharp fall in world oil prices. 
 
V. Read and translate the text.  

TEXT 1  

 
THE ACCOUNT 

A bus iness may engage in hundreds of transactions during a certain period of  
time. The data in these transactions must be classified and summarized before they 
become useful information. Most business transactions are repetitive in nature and 
can be classified into groups with common characteristics. For example, a company 
may have hundreds of receipts or payments of cash. As a result, a part of every cash 
transaction can be recorded and summarized in a single place called an account. 

An account is an element in an accounting system that is used to classify and 
summarize money measurements of business activity. 

Every business has cash account in its accounting system because knowledge of 
the amount of cash owned is very useful. 

Accountants may differ on the account title (name) which they give for the same 
item. For example, one accountant may name an account "Notes payable" and 
another may call it "Loans Payable". Both titles refer to the amounts borrowed by the 
company. Once an account is given a title, the same title must be used throughout the 
accounting records. 

Accounts may be of different format. Some accounts are printed, and entries are 
written in by hand; others are on magnetic tape, and "invis ible" entries are encoded 
by a computer. 

The number of accounts in a company's accounting system depends on 
information which those interested in the business really need. The main requirement 
is that each account must provide useful information. Thus, one account may be set 
up for all cash, but not have a separate account for each form of cash (coins on hand 
and deposits in banks, for example). The amount of cash is useful information, but 
the form of cash is not. 
 
VI. Are these sentences true or false? Correct the false sentences: 
1. Most business transactions are repetitive in nature and can be classified into 
groups with common characteristics. 
2. Accounts are printed forms of business entries.  
3. A successful business may engage one transaction during a certain period of time.  
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4. Knowledge of the amount of cash owned is not very useful.  
5. A company may have hundreds of receipts or payments of cash. 
6. An account is an element in an accounting system that is used to classify and 
summarize money measurements of business activity.  
7. Once an account is given a title, hundreds of different titles must be used 
throughout the accounting records.  
8. The amount of cash is useful information, but the form of cash is not.  
 
VII. Choose the correct alternative: 
1. Some accounts are written in by hand; others are "invisible" and printed/encoded 
by a computer.   
2. Every business has cash/cheque account in its accounting system. 
3. The data/date in these transactions must be classified and summarized before 
they become useful information. 
4. Accountants may differ on the account title (name) which they give for the same 
transaction/item. 
5. The number of accountants/accounts in a company's accounting system depends 
on information which those interested in the business really need. 
6. The main requirement/achievement is that each account must provide useful 
information. 
7. A part of every cash title/transaction can be recorded and summarized in a single 
place called an account. 
8. One account may be set up for all cash, but not have a separate account for each 
form of cash (coins/points on hand and deposits in banks, for example). 
9. One accountant may name an account "Notes/Accounts payable" and another 
may call it "Loans Payable". 
10. Both titles refer to the amounts loaned/borrowed by the company. 
 

VIII. Fill in the blanks with appropriate words: 
 

accuracy               abbreviated             manual             applied             analysing 
affairs                   itemised                  accountancy     certified            accumulate 
 

1. _________ accounts are a shortened version of a company’s annual accounts that a 
small or medium-sized company can file with the Registrar of Companies, instead of 
a full version. 
2. Please send me your account or a detailed or an _________ account. 
3. We allow dividends to _________ in the fund. 
4. Accounts are detailed records of a company’s financial _________. 
5. Accounting _________ is a handbook or set of instructions that set out all 
procedures and responsibilities of those engaged in an entity’s accounting systems. 
6. Accounting principles are standards of _________ that applies to those carrying 
out accounting procedures. 
7. Accounting bases are the possible ways in which accounting concepts may be 
__________ to financial transactions, e.g. the methods used to depreciate assets, how 
intangible assets or work in progress are dealt with. 
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8.  _________ is the work of an accountant. 
9. Accountants’ opinion is a report of the audit of a company’s books, carried out by 
a _________ public accountant. 
10. Accounting cycle is the regular process of recording, _________ and reporting 
a company’s transactions for a given period. 
 
IX. Match the words and their definitions.  
 

1 payments  A papers showing that money has been borrowed 
2 cash transaction B due to be paid 

3 
loan 

C 
a statement of a dealer’s exposure to the market, i.e. 
the amount which he or she is due to pay or has 
borrowed 

4 

entry 

D 

an amount entered in accounts to show a decrease in 
assets or expenses or an increase in liabilities, reve-
nue or capital. In accounts, credits are entered in the 
right-hand column 

5 

deposit 

E 

an amount entered in accounts which shows an 
increase in assets or expenses or a decrease in 
liabilities, revenue or capital. In accounts, debits are 
entered in the left-hand column. 

6 credit F an item of written information put in an accounts 
ledger 

7 payable G antonym for a transaction paid for by means of a 
transfer of a financial instrument 

8 debit H money paid 

9 notes I money placed in a bank for safe keeping or to earn 
interest 

10 book J money which has been lent 
 
X. Match the words in the right column with the words in the left column to 
make word combinations.  
 

1 payments  a payable 
2 cash  b money measurements 
3 accounting  c in assets 
4 summarize  d instrument 
5 notes  e column 
6 main  f transaction 
7 increase  g in banks 
8 financial  h of cash 
9 right-hand  i requirement 
10 deposits  j system 
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SELF-STUDY 
I. Translate the sentences paying attention to the Passive Voice: 

1. Loan is a sum of money which is borrowed by a person or business from 
another person or business, a bank in particular, and which is to be repaid within a 
certain period of time with interest. 

2. Though recently introduced, Euro can be used for purchases by credit cards 
and travellers' cheques nowadays. 

3. The International Monetary Fund is expected to expand international trade,  
stabilize exchange rates, and help countries having temporary balance of payment 
difficulties maintain their exchange rates. 
 
II. Read and translate the text: 

TEXT 2  

 
T-ACCOUNT. DEBITS AND CREDITS 

To understand how the increases and decreases in an account are recorded, the 
T-account is used. The T-account takes its name from the fact that it looks like letter  
T.  The title of the item accounted for, such as cash, is written across the top of the T. 
Increases are recorded on one side of the vertical line of the T, and decreases on the 
other side, depending on the type of account. The T-account looks like this: 

Title of Account 
You already know that each business transaction affects at least two items. For 

example, as an owner you can invest cash in your business, and if your assets 
increase, your owner's equity increases as well. 

Instead of saying "place an entry on the left side of the T-account"  the 
accountant uses the term "debit" and "credit" for "place an entry on the right side 
of the T-account". 

Debit (abbreviated Dt.) simply means left side; credit (abbreviatiated Cr.) means 
right side. 

Thus, for any account, the left s ide is the debit s ide, and the right side is the 
credit side, as shown below: 
                                             Any ACCOUNT 
                                      Left, or             Right, or 
                                      debit side          credit side 

You have already learned that the basic accounting equation is: 
                    ASSETS = LIABILITIES + OWNER'S  EQUITY 

When you begin recording transactions into the T-accounts of the accounting 
equation, think first of the equal sign. Remember that assets, which are on the left of 
the equal sign, are increased on the left side of the T-accounts. Liabilities and owner's 
equity, which are on the right of the equal s ign, are increased on the right s ide of the 
T-accounts. You know that the left s ide of  the T-account is the debit s ide and the 
right side is the credit side. So you should be able to fill in the rest of the rules for 
increases and decreases as follows: 
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         ASSETS                         LIABILITIES             OWNER'S   EQUITY 
                                  =                                       + 
Debit for    Credit for           Debit for   Credit for         Debit for       Credit for 
increases    decreases          decreases   increases         decreases       increases 

To summarize: 
1. Assets are increased by debits on the left side of the T-account and decreased 

by credits on the right side of the T-account. 
2. Liabilities and owner's equity are decreased by debits on the left side of the T-

account and increased by credits on the right side of the T-account. 
 
III. Are these sentences true or false? Correct the false sentences: 
1. The left side of the T-account is the credit side and the right side is the debit side.  
2. The T-account takes its name from the fact that it looks like triangle.  
3. Increases are recorded on one side of the vertical line of the T, and decreases on 
the other side, depending on the type of account. 
4. You already know that each business transaction increases at least two assets.  
5. When you begin recording transactions into the T-accounts of the accounting 
equation, think first of the equal sign.  
6. Liabilities and owner's equity, which are on the right of the equal sign, are 
increased on the right side of the T-accounts.  
7. Debit (abbreviated Dr.) simply means left side; credit (abbreviatiated Cd.) means 
right side.  
8. As an owner you can invest cash in your business, and if your assets increase, your 
owner's equity increases as well. 
 

IV. Answer the questions. 
1. Where does T-account take its name from? 
2. How many items can business transaction affect? 
3. What does the term "debit" mean? 
4. What does the term "credit" mean? 
5. Where are assets increased and where are they decreased? 
6. Where are liabilities and owner's equity increased and decreased? 
 

V. Choose the correct variant a, b, c or d to fill in the gaps: 
1. Accounting can show the managers or owners of a business whether or not the 
business is operating at a _________ , whether or not the business will be able to 
meet its commitments as they fall due. 

a) liability;              b) loss;               c)  profit;            d) factory. 
2. Besides, accounts must _________ the economic substance of the situation rather 
than simply its legal form. 

    a) neglect;                b) account;          c) increase;            d) reflect. 
3. Weekly deposits will replenish the fund 10 its maximum level of $100. The fund 
will consist of cash and _________ only. 
         a) credit                b) affairs                c) currency              d) coins 
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4. Do you prefer to use credit/debit card or cash for _________ ? 
         a) payment;          b) estimate;               c) monitoring;              d) change.  
5. Studying the relationships between_________ , liabilities and equity is one of the 
methods for better understanding main accounting principles in business. 
         a) actions;                 b) accounts;               c) assets;       d) accountants. 
 

VI. Translate the following sentences into English: 
Під контрольною функцією фінансів підприємств слід розуміти 

внутрішньо властиву їм здатніс ть об’єктивно відображати і тим самим 
контролювати с тан економіки підприємства, галузі і всього народного 
господарства за допомогою таких фінансових категорій як прибуток, 
рентабельність, собівартість, ціна, виторг, амортизація, основні й оборотні 
кошти. Контрольна функція фінансів підприємств сприяє вибору 
найраціональнішого режиму виробництва та розподілу суспільного продукту і 
національного доходу на підприємс тві і в народному господарстві.  
 
 
UNIT 7 

THE BASIC ACCOUNTING EQUATION 
 

CLASS ASSIGNMENTS 
 

VOCABULARY 

transaction справа; ведення справ, угода 
accounting бухгалтерська операція 
event випадок; подія 
evidence очевидність; доказ 
measure міра 
measurement вимірювання; розміри 
document документ 
source первинний документ 
receipt розписка, квитанція; отримання 
cheque ам. check (банківський) чек 
bill рахунок 
cash register касовий журнал 
assume передбачити, допускати 
acquisition придбання 
acquisition cost первинна вартіс ть, вартість придбання 
continuity безперервність 
periodicity періодичність 
assets актив, фонд, майно 
assets and liabilities актив і пасив 
capital assets основні фонди  
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term термін, період 
accounting звітність, бухгалтерське діло, аналіз  
item види товару, стаття, пункт 
accounts receivable рахунки дебіторів  
accounts payable рахунки до сплати  
capital account рахунок основних фондів 
income account рахунок прибутків та витрат  
current поточний 
current account проточний рахунок  
current assets оборотні кошти  
current liabilities короткострокові зобов'язання 
noncurrent liabilities довгострокові зобов'язання 
1ong-term liabilities довгострокові зобов'язання 
tangible assets матеріальні активи  
intangible assets нематеріальні активи  
stock-in-trade товарний запас, залишок 
in stock в наявності, в асортименті  
goodwill ділова репутація  
trade mark торгівельна марка  
copyright авторське право 
to take into account приймати до уваги  
real estate нерухоміс ть  
equity активи без урахування заборгованості  
balance sheet балансовий звіт 
balance sheet account стаття бухгалтерського балансу 

 
I. Read and translate: 
 

economic exchange, to provide services, to receive cash, to provide evidence of 
business activity, an exchange of cash, objective measure, a source document, 
receipts for cash paid or received, performed services, cash register tape, business 
entity concept, monetary unit of measure, accounting system, exchange process. 
 
II. Make up English sentences which correspond to Ukrainian ones: 
 
1. Покупець хоче бачити продукт, 
який він купує. 

1. Whishes, the, he, to, product, is, 
consumer, the, see, buying. 

2. Обслуговуючі компанії надають 
послуги за плату. 

2. For a fee, service, companies, 
perform, services. 

3. Корпорація –  це підприємство, 
яким володіють багато людей. 

3. A business, persons, is, a corporation, 
by, owned, many. 
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III. Define infinitives. Read and translate the sentences. 
1. Most of the accounting concepts can be applied to merchandising and service 
organizations. 2. Many manufacturers have service and merchandising activities  
where costs must also be recorded. 3. You may have already chosen a field of  
employment to pursue as a career. 4. Each partner in a partnership may be held liable 
for all the debts of the partnership. 
 
IV. Form new words using the given suffixes. Translate these words: 
- ence, - ance: occur, maintain, depend, exist, clear, appear, evident, enter; 
-ment: measure, treat, move, improve, require, establish, develop, appoint, pay; 
-able: vary, control, depend, value, consider, favour, pay; 
-sion: provide, decide, conclude, divide; 
-th: long, warm, strong, grow; 
-ful: help, use, harm, thank, success. 
 
V. Read and translate the text.  

TEXT 1  

 
ANALYSIS OF TRANSACTIONS 

An economic exchange occurs when you provide a service and receive cash. 
These exchanges of goods and services are called transactions. 

Transactions provide much of the raw data used in the accounting process for 
two reasons. First, an exchange is an event providing evidence of business activity. 
For example, an exchange of cash for merchandise is a bus iness event. Second, an 
exchange takes place at an agreed price, and this price provides an objective measure 
of the economic activity. These two factors - evidence and measurement – make 
possible the recording of a transaction. 

A source document is a written or printed evidence of a business transaction. A 
source document describes the essential facts of that transaction. Examples of source 
documents are receipts for cash paid or received, cheques written or received, bills  
sent to customers for the performed services or bills received from suppliers for items 
they bought, cash register tapes, etc. We handle source documents constantly in our 
everyday life. Each source document initiates the process of recording a transaction. 

Generally, in recording business transactions, accountants rely on five concepts: 
1. Business entity concept, which assumes that each business exists separately 

from its owners, creditors, employees, customers, other interested parties, and other 
businesses. 

2. Money measurement concept. Economic activity is recorded in terms of a 
common monetary unit of measure. 

3. Exchange-price (or cost) principle. Most of the amounts entered in an 
accounting system are the objective money prices determined in the exchange 
process. The result is that most assets are recorded in their acquis ition cost measured 
in terms of money paid. 
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4. Continuity concept. Assuming that the entity will continue indefinitely allows 
the accountant to value assets at cost on the balance sheet. 

5. Periodicity concept. According to this concept, an entity's life can be 
subdivided into time periods (months or years) for reporting its economic activities. 

 
VI. Answer the questions. 
1. What can be called the framework for the entire accounting process? 
2. What are the total assets equal to in the balance sheet? 
3. How can the assets be defined? 
4. What are the economic resources? 
5. What does the left-hand side of the accounting equation show? 
6. What does the right-hand side of the equation show? 
7. What is the financial statement?  
8. How are the inflows of assets called?  
9. What does the balance sheet reflect?  
10. What do transactions provide? What is a source document? 
 
VII. Are these sentences true or false? Correct the false sentences: 
1. While providing a service and receiving cash an economic exchange takes place. 
2. The recording of a transaction may become possible due to only one factor – 
evidence. 
3. A source document is an evidence of any business transaction which describes 
facts of that transaction. 
4. We very seldom use source documents in our everyday life. 
5. Accountants rely on two concepts – business entity concept and continuity 
concept – in recording business transactions. 
6. Money measurement concept states that economic activity is recorded in terms of a 
common monetary unit of a measure. 
 
VIII. Choose the correct alternative: 
1. An exchange of cash for bookkeeping/merchandise is a business event.  
2. A scarce/source document is a written or printed evidence of a business 
transaction. 
3. Each source document initiates/determines the process of recording a 
transaction. 
4. Business entity concept consumes/assumes that each business exists separately 
from its owners, creditors, employees, customers, other interested parties, and other 
businesses. 
5. A source document describes the essential/relevant facts of transaction. 
6. Examples of source documents are receipts/recites for cash paid or received, 
cheques written or received, bills sent to customers for the performed services or bills  
received from suppliers for items they bought, cash register tapes, etc. 
7. Economic activity is recorded in terms of a common monetary unit of 
currency/measure. 
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8. A barter/exchange takes place at an agreed price, and this price provides an 
objective measure of the economic activity. 
9. According to periodicity/subdivision concept, an entity's life can be subdivided 
into time periods (months or years) for reporting its economic activities. 
10. We cancel/handle source documents constantly in our everyday life. 
 

IX. Fill in the blanks with appropriate words: 
 

acquisition cost               exchange            amounts             raw             rely 
transactions        event         allows                 evidence            merchandising 
 

1. An economic _________ occurs when you provide a service and receive cash. 
2. _________ and measurement make possible the recording of a transaction. 
3. Exchanges of goods and services are called _________. 
4. Most of the _________ entered in an accounting system are the objective money 
prices determined in the exchange process. 
5. Assuming that the entity will continue indefinitely _________ the accountant to 
value assets at cost on the balance sheet. 
6. Transactions provide much of the _________ data used in the accounting process 
for two reasons. 
7. An exchange is an __________ providing evidence of business activity. 
8. Most assets are recorded in their __________ measured in terms of money paid. 
9. In recording business transactions, accountants _________ on five concepts. 
10. Most of the accounting concepts can be applied to _________ and service 
organizations. 
 

X. Match the words and their definitions.  
 

1 bill A a current account, or any account from which the 
customer may take money when he or she wants 

2 liabilities B the debts of a business, including dividends owed to 
shareholders 

3 capital assets C an instance of doing business, e.g. a purchase in a 
shop or a withdrawal of money from savings 

4 cheque D 
the position of a company that has assets for which 
the acquisition costs exceed the values of the 
identifiable assets and lia-bilities 

5 positive goodwill E 

the value of a company that is the property of its 
shareholders, calculated as the value of the 
company’s assets minus the value of its lia-bilities, 
not including the ordinary share capital 

6 stock-in-trade F a written list of charges to be paid 
 

7 equity G 
a note to a bank asking them to pay money from 
your account to the account of the person whose 
name is written on the note 
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8 real estate H goods held by a business for sale 
 

9 drawing account I property in the form of land or buildings 
 

10 transaction J 
the property, machines, and other assets which a 
company owns and uses but which it does not buy 
and sell as part of its regular trade 

 
XI. Match the words in the right column with the words in the left column to 
make word combinations.  
 

1 cash  a liabilities 
2 accounts  b goodwill 
3 capital  c sheet 
4 current  d data 
5 1ong-term  e measurement 
6 balance  f payable 
7 positive  g document 
8 raw  h register 
9 money  i assets 
10 source  j account 

 
 

SELF-STUDY 
 

I. Give Ukrainian equivalents for the following word combinations:  
іn term of money; money owed to creditors; to provide a future service; to be clear of 
debt; to receive high investment interest; current tangible assets; investments in 
stocks; to prepare a proper balance sheet; to operate profitably; to sell personal real 
estate for the debts. 
 
II. Read the text and learn more about assets and liabilities: 
 

TEXT 2  
 

ASSETS AND LIABILITIES 
The term "asset" means anything of value that is owned by a company and can 

be expressed in term 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, equipment, and 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, account 
receivable, stock-in-trade as usually converted into cash within one year and 
sometimes can be used as means of payment. On the other hand, current intangible 
assets consist of short-term investments in stocks and bonds. 
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Long-term intangible assets are not really visible and include such items as 
goodwill, patents, 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 belongs to long-term 
assets. 

Liabilities are obligations that a company owes to another organization, to an 
individual or to the government. Like assets, liabilities are divided into current and 
long-term ones. Current liabilities are usually amount 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. 

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 accountants is one of the important financial report showing the value of 
the total assets, total liabilities and equity on the given date. 

 
III. Are these sentences true or false? Correct the false sentences: 
1. Assets are usually classified as current and long-term, both types consisting of 
tangible as well as of intangible items.  
2. Companies are not permitted 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.  
3. Current tangible assets including cash, account receivable, stock-in-trade as usually 
converted into cash within one year and sometimes can be used as means of payment. 
4. Current liabilities are usually amount that are paid within ten years, 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.  
5. Long-term intangible assets are not really visible and include such items as  
goodwill, patents, trademarks, copyrights, these assets often being the most important 
factor for obtaining future incomes.  
6. The balance sheet prepared by the company's accountants is one of the important 
financial report showing short-term loans, salaries and wages.  
 

IV. Answer the questions: 
 

1. What does the term "assets" mean? 
2. How can the company's assets be classified? 
3. How can "goodwill" increase the company’s profit? 
4. How are the company's liabilities classified? 
5. It is important to keep the proper accounting system, isn't it? 
6. What liabilities does the company usually have? 
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V. Choose the correct variant a, b, c or d to fill in the gaps: 
1. The term "_________" means anything of value that is owned by a company and 
can be expressed in term of money. 

a)  asset;              b) activity;               c)  liability;            d) balance. 
2. Liabilities are __________ that a company owes to another organization, to an 
individual or to the government. 

    a) currency;           b) obligations;          c) cash;            d) business. 
3. Current _________ assets consist of short-term investments in stocks and bonds. 
         a) intangible;         b) tangible;                c) measurable;              d) durable. 
4. Noncurrent liabilities often called long-term are usually debts, such as _________ 
and long-term loans. 
    a) flows;                     b) loss;                       c) bonds;              d) rates.  
5. A company's total assets include such items as cash, buildings, equipment, and 
other _________ and accounts receivable, that is, money owned by its customers. 
    a) poverty;                 b) eternity;               c) property;       d) entity.  
 
 

VI. Select the suitable definition for the following words: 
A stock (a share); stock-in-trade; a bond; goodwill; a trademark; a copyright; a 
loan; a patent 
1) A document showing a fixed unit of a company's share capital that provides a 
profit (dividend) related to the total profits of the company. Owners of this document 
also have voting rights. 
2) An exclusive legal r ight, for a certain number of years, to print, publish, record, 
perform, sell an original text, work of art or design or part of it. 
3) This term means such items as knowledge, contracts or reputation that can have a 
financial effect on a business and are measured in financial term. 
4) A document from a government or a company that states that money borrowed 
from an investor will be repaid. 
5) A name or symbol that is used on the products of a particular company. 
6) The goods or services that a business has for sale at a given time. 
7) An official document that gives the holder the sole right to make, use or sell an 
invention and prevents others from copying it, usually for a fixed period. 
8) Something lent, usually money, on condition it will be paid back after a definite 
period with interest. 
 

VII. Translate the following sentences into English: 
Фінанси підприємства виконують багато функцій, до яких можна віднести 

формування грошових і матеріальних фондів, їх розподіл, стимулювання та 
регулювання діяльності підприємства, контроль за формуванням, розподілом і 
використанням фінансових ресурсів підприємс тва, функцію забезпечення,  
організації та ін. Однак, основними є функція розподілу та контролю. Інші 
функції є похідними від цих двох. Так, функція формування грошових фондів є 
похідною від розподільчої, тому що від ефективного розподілу ресурсів 
підприємс тва та вибору найбільш ефективних джерел їх формування залежить,  
будуть чи ні взагалі сформовані будь-які фонди підприємства. Виконання 
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стимулюючої та регулюючої функцій пов’язано із належним виконанням 
функції контролю, тому що від того, які види та методи контролю 
застосовуються до підприємства, залежить його подальше функціонування та 
розвиток. 

  
 
UNIT 8 

BUSINESS FINANCIAL HEALTH INDICATORS 
 

CLASS ASSIGNMENTS 
 

VOCABULARY 

accounts payable  рахунки кредиторів 
accounts receivable  рахунки дебіторів 
amount  сума, кількість 
bond  облігація, тривале зобов’язання 
current assets  оборотні кошти 
current liabilities  короткотермінова заборгованіс ть, що має бути 

повернена на протязі року 
deferred taxes відстрочені податкові платежі 
fixed assets довготермінові активи 
lender кредитор 
lodge подати 
net assets нетто-активи 
on behalf від імені 
retained earnings нерозподілений прибуток 
total assets загальна вартість активів 
wages payable заборгованість по заробітній платні  
working capital власні оборотні кошти 
cash payment платіж готівкою 
consolidated statement зведена звітніс ть 
financing activities фінансова діяльність 
inflow приплив, надходження 
investing activities інвес тиційна діяльніс ть 
issuance of bonds випуск облігацій 
monetary assets грошові кошти 
operating activities основна діяльність 
sale proceeds  прибуток від продажу 
similarly так само, подібним чином 
subtract  віднімати 
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I. Write questions to the word in bold type. 
 

1. Business entities may have many objectives and goals.  
2. In a single proprietorship, the owner is held responsible for all debts of the 
business.  
3. Managerial accounting deals with the information that managers of economic 
organizations use to plan and control their operations.  
4. There are several items in traditional financial reports that incorporate 
expectations about the future.  
5. Traditional f inancial accounting reports concentrate on the results of past 
decisions. 
 

II. Translate into English the Ukrainian part of each sentence. 
 

1. In ancient times Plato and Aristotle stated that ... ідеальною є держава, в якій 
громадяни можуть присвячувати свій вільний час самовдосконаленню.  
2. Some of the British mercantilists who were for the most part either merchants or 
government administrators, said that ... золото - це багатство, або найбільш бажана 
форма багатства для нації.  
3. English philosopher David Hume (1711-1716), believed that ... вільна торгівля є 
природним порядком речей.   
4. The remarkable advancement of science in the XVII-th and XVIII-th centuries 
convinced the intellectuals that ... природні закони існують і це може бути 
доведено. 
 
II. Form nouns with the suffixes -er /-or. Translate the resulting nouns.  

 

To report, to invest, to manage, to indicate, to own, to lend, to provide, credit, to 
divide, to invent, to receive, to consume, to operate, to produce, to collect, to sell, to 
supply, to govern, to employ, to work. 
 
IV. Put the verbs in brackets in the proper tense. 
 

1. The public accounting profession (to offer) accounting services to various 
organizations, and the general public.  
2. Managerial accounting information (to be intended) for internal use.  
3. Several accounting organizations recently (to formulate) codes of ethics that 
govern the behaviour of their members.  
4. Although even the early Babylonians and Egyptians (to practice) cost accounting, 
the roots of modern cost accounting (to develop) between 1880 and 1920. The 1920s 
and 1930s (to be) especially eventful.  
5. We (to use) the term expense only when speaking of external financial reports. 
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V. Read and translate the text.  

TEXT 1  

 
THE BALANCE SHEET 

The Balance sheet is sometimes called the statement of financial position. It 
lists the company's assets, liabilities, and owner's equity as of a specific moment in 
time. A balance sheet resembles a still photograph; it captures the financial position 
of a company at a particular moment.  

Assets are valuable things owned by the business. They are also called the 
resources of the business. Assets have value because they can be used or exchanged 
in order to produce the services or products of the business. Cash is also an asset 
because you can buy rings for cash and use them in the business. 

Liabilities are the debts owed by a business. If you have debts you must pay 
them by certain dates. Many liabilities are incurred by purchasing an item on credit, 
and promising to pay for it later, or by going to the bank and borrowing money to pay 
for a bought item. 

Purchasing an item on credit and borrowing from the bank to pay for it will 
result in liabilities on your company's balance sheet. 

Owner's equity is the share of the business that the owner (proprietor) owns. 
So, owner's equity is equal to assets minus liabilities: OE = A - L. 

Owner's equity consists of the owner's investment in the bus iness plus profits  
made from the business  (if the business is profitable) that are not withdrawn from the 
business by the owner. 

All financial statements have headings that include the: 
1. name of the organization; 
2. title ot the statement; 
3. date of, or period covered by the statement. 

        Balance sheet 
                                          BLACK  COMPANY 
                                                Balance sheet 
                                              October, 31, 1996 
                  Assets                                                Liabilities and Owner's 
                                                                                        Equity 
Cash .......................... 15.500                 Liabilities 
Accounts receiveable...      700              Accounts payable ................... 1.400 
Buildings ...................  12.000               Notes payable ....................... 10.000 
Equipment .................    8.000                                                          --------------- 
Office equipment .......     2.500              Total liabilities ....................... 11.400 
                                  --------------         Owner's equity 
      Total assets .........   38.700              Samuel Black, capital ............  27.300 
                                                            Total liabilities and 
                                                              owner's equity ....................  38.700 
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VI. Answer the questions: 
1. What is sometimes called "the statement of financial position"? 
2. What is usually listed in balance sheet? 
3. What are assets? 
4. Are assets valuable? Why? 
5. What are liabilities? 
6. What is owner's equity? 
7. What does owner's equity consist of? 
8. What headings do all financial statements include? 
 

VII. Are these sentences true or false? Correct the false sentences: 
1. A balance sheet resembles a movie; it captures the financial position of a company 
at a particular moment. 
2. If you have debts, you must pay them once a year.   
3. Assets are priceless things owned by the collectors.  
4. Owner's equity is the share of the business that the owner (proprietor) owns.  
5. The balance sheet is sometimes called the statement of financial position.  
6. Many liabilities are purchased on credit, people usually promise to pay for it later  
or by going to the bank and borrowing money.  
7. Purchasing an item on credit and borrowing from the bank to pay for it will result 
in liabilities on your company's balance sheet.  
8. If the business is profitable owner's equity consists of the customer's investment in 
the business plus profits made from the business that are not withdrawn from the 
business by the owner.  
9. Assets’ hierarchy has value because they are inherited and can’t be used or 
exchanged in order to produce the services or products of the business. 
10.Cash is also an asset because you can buy rings for cash and use them in the 
business. 
 

VIII. Choose the correct alternative: 
1. A balance sheet describes the resources that are under a company’s control on a 
specified/specific date and indicates where these resources have come from.  
2. The list of assets shows the forms in which the company’s resources are 
lounged/lodged; the lists of liabilities and the owners’ equity indicate where these 
same resources have come from. 
3. The balance sheet, in other words, shows the company’s resources from two 
points of view, and the following partnership/relationship must always exist: total 
assets equal total liabilities plus total owners’ equity. 
4. Any increase in one will hostile/inevitably be accompanied by an increase in the 
other, and the only way to increase the owners’ equity is to increase the net assets. 
5. Assets are ordinarily/primarily subdivided into current assets and noncurrent 
assets. 
6. Most amounts payable to the company’s managers/suppliers (accounts payable), 
to employees (wages payable), or to governments (taxes payable) are included among 
the current liabilities. 
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7. This same similiarity/identity is also expressed in another way: total assets minus 
total liabilities equals total owners’ equity. 
8. Noncurrent liabilities consist mainly of  amounts payable to holders/landlords of  
the company’s long-term bonds and such items as obligations to employees under 
company pension plans. 
9. The difference between total current assets and total current liabilities is known as 
set/net current assets, or working capital. 
10. The former include cash, amounts receivable from customers, inventories, and 
other assets that are expected to be consumed or can be readily converted into cash 
during the next operating cycle/circle (production, sale, and collection). 
 
IX. Fill in the blanks with appropriate words: 
 

liabilities             plus            the owners’ equity            behalf             enlarge   
investments          divided       resources                          assets              equation 
 

1. A balance sheet consists of three major sections: the assets, the liabilities  
and __________. 
2. The funds that have been provided by outside lenders and other creditors in 
exchange for the company’s promise to make payments or to provide services in the 
future are called _________. 
3. The _________ emphasizes that the owners’ equity in the company is always equal 
to the net assets (assets minus liabilities). 
4. Noncurrent assets may include noncurrent receivables, fixed assets (such as land 
and buildings), and long-term __________. 
5. The liabilities are similarly _________ into current liabilities and noncurrent 
liabilities. 
6. The owners’ equity is the funds that have been provided by the company’s owners 
or on their _________. 
7. A balance sheet shows where the _________ that are under a company’s control 
have come from. 
8. The list of _________ show the forms in which the company’s resources are given. 
9. Total assets amount total liabilities _________ total owners’ equity. 
10. The only way to _________ the owners’ equity is to enlarge the net assets. 
 

X. Match the words and their definitions.  
 

1 bond A 
to take money from someone for a time, possibly 
paying interest for it, and repaying it at the end of  
the period 

2 capital B money taken in sales 
3 investment C to take away something from a total 
4 earnings D to put back to a later date, to postpone 
5 defer E the profit made by a company 

6 borrow F the amount by which the value of a company’s 
assets is greater than its liabilities 
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7 subtract G the placing of money so that it will produce interest 
and increase in value 

8 receipts H the act of coming in or being brought in 
9 net assets I the money, property, and assets used in a business 

10 inflow J 
a contract document promising to repay money 
borrowed by a company or by the government on a 
specific date, and paying interest at regular intervals 

 
XI. Match the words in the right column with the words in the left column to 
make word combinations.  
1 fixed  a receivable 
2 cash  b assets 
3 operating  c proceeds 
4 consolidated  d statement 
5 issuance  e capital 
6 sale  f earnings 
7 accounts  g activities 
8 working  h of bonds 
9 retained  i taxes 
10 deferred  j payment 

 
SELF-STUDY 

 

I. Fill in the gaps with necessary prepositions.  
 

between  to  in  from  under   without    for   of  
 

1. A statement of cash flows is different … an income statement.  
2. Cash is paid … shareowners as dividends.  
3. The difference … cash and net income is obvious.  
4. An expense may be recorded … an actual cash payment.  
5. When a customer pays … merchandise or promises to pay the company … the 
future, revenue is recorded.  
6. A balance sheet consists … three major sections.  
7. The resources that are … a company’s control are described in a balance sheet. 
 
II. Read and translate the text: 

TEXT 2  
 

CASH FLOW STATEMENTS 
Companies also prepare a third f inancial statement, the statement of cash flows. 

Cash flows result from three major groups of activities: (1) operating activities, (2) 
investing activities, and (3) financing activities. These three categories are illustrated 
in Table. This is very different from an income statement. Cash amounting to $19 
was received from the sale of the investment; the income statement included only the 
$5 gain, the difference between the sale proceeds and $14, the amount at which the 
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investment had been shown in the balance sheet before it was sold. Since net income, 
the top lines in Table 3, included the $5 gain, the company couldn’t include the full 
net income and the full cash proceeds from the sale of the investment – that would 
have counted the $5 twice. Instead, any Company subtracted the $5 from net income 
(line 5 in the table) and reported the full $19 below, under cash from investing 
activities.  

The income statement differs from the cash flow statement in other ways, too. 
Cash was received from the issuance of bonds and was paid to shareowners as 
dividends; neither of those figured in the income statement. Cash was also paid to 
purchase equipment; this added to the plant and equipment asset but was not 
subtracted from current revenues because it would be used for many years, not just 
this one. Cash from operations is not the same as net income (revenues minus 
expenses). For one thing, not all revenues are collected in cash. Revenue is usually 
recorded when a customer receives merchandise and either pays for it or promises to 
pay the company in the future (in which case the revenue is recorded in accounts 
receivable). Cash from operating activities, on the other hand, reflects the actual cash 
collected, not the inflow of accounts receivable. Similarly, an expense may be 
recorded without an actual cash payment. To avoid the problems faced a firm must 
plan its cash flow, it has to know what its cash needs will be. By developing a 
detailed f inancial plan, management helps to ensure the long-run success of the firm. 
The firm analyzes all of the cash changes that have occurred from operating, 
investing, and financ ing activities and learns the net change in cash position. The 
changes in cash flows statement also gives the firm some insight into how to better 
handle cash so that no cash flow problems occur in the future.  

The statement of cash flows shows the flow of cash into and out of a business 
during a period of time. This statement indicates net cash flow (either inflow or 
outflow) from operating, investing, and financing activities. Cash flow from 
operations measures the cash results of the firm’s primary revenue-generating 
activities.  

Table: Any Company, Inc.: Statement of Cash Flows  
for the Year Ended Dec. 31, 20_____ 

Cash from operating activities: 
Net income  $ 52  
Depreciation  30  
Deferred taxes  3  
Increase in monetary assets other than cash  2  
Gain on sale of investment  (5)  $82 
Cash from investing activities: 
Purchase of equipment  $(41)  
Sale of investment  19  22 
Cash from financing activities: 
Issuance of bonds  $10  
Cash dividends  (35)  (25) 
Increase in cash balance  $35  
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III. Are these sentences true or false? Correct the false sentences: 
1. Cash from operations is not the same as net income (revenues minus expenses).   
2. Companies also prepare a third financial statement, the statement of cash flows.  
3. The income statement and the cash flow statement are the same. 
4. Cash was received from the issuance of bonds and was paid to shareowners as 
dividends; neither of those figured in the income statement.  
5. During a period of time cash flows show the statement of business into and out of 
cash.  
6. The firm’s primary revenue-generating activities are cash flow from operations 
measures and the cash results of issuance. 
7. Cash was also paid to purchase equipment; this added to the plant and equipment 
asset but was not subtracted from current revenues because it would be used for many 
years, not just this one. 
8. Not all banknotes are collected in cash. 
9. Cash from operating activities, on the other hand, reflects the inflow of accounts 
receivable. 
10. By developing a detailed financial plan, management helps to ensure the long-run 
success of the firm. 
 
IV. Check your grammar. Fill in the gaps with the Participle I or Participle II.  
Explain your choice.  
1. The assets are valuable rights____________ (owning, owned) by the company.  
2. The owners’ equity is the funds ___________ (providing, provided) by the  
company’s owners.  
3. Assets __________ (including, included) noncurrent receivables are called  
noncurrent assets.  
4. Noncurrent liabilities are liabilities ____________ (consisting, consisted) of  
amounts payable to holders of the company’s long-term bonds, etc.  
5. Net current assets are ________(knowing, known) as working capital. 
 
V. Choose the correct variant a, b, c or d to fill in the gaps: 
1. _________ is usually recorded when a customer receives merchandise and either  
pays for it or promises to pay the company in the future (in which case the revenue is 
recorded in accounts receivable). 

a)  Liability;              b) Revenue;               c) Asset;            d) Purchase. 
2. The firm analyzes all of the cash changes that have occurred from operating, 
investing, and financing activities and learns the net change in cash _________. 

    a) ranges;                b) position;          c) proportion;            d) rates. 
3. An _________ may be recorded without an actual cash payment. 
         a) expense;                b) bitcoin;                c) debit;              d) interview. 
4. The changes in cash flows statement also gives the firm some _________ into how 
to better handle cash so that no cash flow problems occur in the future. 
        a) compile;          b) estimate;               c) insight;              d) establish.  
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5. To _________ the problems faced a firm must plan its cash flow, it has to know 
what its cash needs will be. 
       a) avoid;                 b) change;               c) deal with;       d) reduce. 
 
 

VI. Translate the following sentences into English: 
Розподільна функція фінансів полягає в розподілі отриманих коштів і 

доходів підприємства. Наявність розподільної функції дає можливіс ть 
розглядати фінанси підприємства як самостійну економічну категорію. Завдяки 
цій функції підприємс тво здійснює розподіл і перерозподіл фондів, які 
формуються на підприємс тві в процесі виготовлення продукції та її реалізації.  
Розподільна функція виявляється в процесі розподілу вартості суспільного 
продукту і національного доходу. Цей процес відбувається шляхом отримання 
підприємс твами грошової виручки за реалізовану продукцію і використання її 
на відшкодування витрачених засобів виробництва, утворення валового доходу. 
 
 
UNIT 9 

THE JOURNAL 
 

CLASS ASSIGNMENTS 
VOCABULARY 
 
ledger головна книга; гросбух 
general ledger головна бухгалтерська книга 
ledger account рахунок в головній бухгалтерській книзі 
cash account      рахунок каси 
transaction   ведення (ділових операцій) 
journal журнал (протокол) 
a journal entry   запис у журналі 
arrange   системазитувати 
arranged in order of time систематизований у хронологічному 

порядку 
a book of original entry книга бухгалтерських записів 
date column стовпчик "дата"  
account titles and explanation 
columns 

стовпчик з назвами рахунків та                  
поясненнями 

debit дебетувати; записувати, вносити у дебет 
credit кредитувати (рахунок); 
posting reference column   стовпчик "довідка" 
 
І. Make two adjectives with each word using the suffixes -less and –ful: 
    Job, use, harm, home, help, fruit, price 
 
 



 
 

75 

II. Define prefixes in the following words and translate them:  
     dismantle, overdependence, subdivide, unpayable, uncalculated, reanalyse 
 
III. Replace clauses by gerunds: 
     1. When Mr. Murdock met our sales representative, he decided to place an 
order. 2. While the secretary was typing the letter, she made some mistakes. 3. Jane 
is glad that she has been granted a consumer credit. 4. We don’t mind if you offer a 
discount on large orders. 
 
IV. Open the brackets using the necessary forms of participles: 
1. After plac ing the order, Linda received an email (to confirm) the shipment and 
delivery date. 2. The article on the current economic problems of the developing 
countries (to publish) in this journal was written by Professor Thompson. 3. Does 
ypur company have a website (to offer) customer service? 4. (To receive) the letter of 
credit the accountant-general rang the manager up. 
 
V. Translate into Ukrainian: 
increases and decreases in the account; a business transaction; changes in cash; to 
generate cash; to spend cash; permanent record of a business transaction; a journal entry; 
a book of original entry; date column; account title; the account debited; the account 
creditied; to post to the appropriate ledger account. 
 
VI. Read and translate the text.  

TEXT 1  
 

THE JOURNAL 
 

Each ledger account shows only increases and decreases in the account. Thus, 
all of the effects of a single business transaction would not appear in one account. For 
example, the cash account contains only data on changes in cash and does not show 
how the cash was generated or what it was spent on. To have a permanent record of 
an entire transaction, the accountant uses a book of record known as a journal. A 
journal is a chronological (arranged in order of time) record of business transactions. 
A journal entry is the recording of a business transaction in the journal. A journal 
entry shows all the effects of a business transaction. A business transaction is entered 
in a journal before it is entered in ledger accounts. Because each transaction is 
initially recorded in a journal rather than directly in the ledger, a journal is called a 
book of original entry. 

A business generally has more than one journal. A general journal contains the 
following columns: 

1. Date column. The first column of each journal page is for the date. For the 
first journal entry on a page, the year, the month, and the day (number) are entered 
here. For all other journal entr ies on a page, only the day of the month is shown, until 
the month changes. 
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2. Account Titles and Explanation column. The first line of an entry shows the 
account debited. The second line shows the account credited. Notice that the account 
title for the credit is indented to the right. 

Any necessary explanation of a transaction appears on the line(s) below the 
credit entry. A journal entry explanation should be complete enough to fully describe 
the transaction and prove the entry's accuracy. 
      3. Posing Reference column. This column shows the account number of the 
account that has been debited or credited. For example, the number 100 in the first 
entry means that the cash account number is 100. No number appears in this column 
until the information is posted to the proper ledger account. 
                                 
                               RAPID  DELIVERY  COMPANY 
                                          GENERAL  JOURNAL 
                                                                                                                  Page 1 
  Date          Account Titles and             Post           Debit              Credit 
                   Explanation                         Ref. 
 
2017/ 18      Cash                                   100             50  000            
 Dec. 
                   John Turner, Capital           300                                    50  000 
                   The owner invested  
                    50,000 cash in the  
                    business 

4. Debit column. The amount of the debit is placed in this column on the same  
line as the title of the account debited. 

5. Credit column. The amount of the credit is placed in this column on the  
same line as the title of the account credited. 

Journalizing is the process of entering a transaction in a journal. Business 
information comes from a variety of source documents, such as invoices, cash  
register tapes, checks. 

Posting is recording in the ledger the information contained in the journal. 
 
VII. Answer the questions. 
 

1. What does each ledger account show? 
2. Does cash account show what the cash was spent on or how it was generated? 
3. What kind of data does the cash account contain? 
4. What is a journal? ... a journal entry? 
5. What is called "a book of original entry" - a journal or a ledger? 
6. What data are entered in a a date column? 
7. In what column does any necessary explanation appear? 
8. What is shown in a Posting Reference column? 
9. Journalizing is the process of entering a transaction in a ledger, isn't it? 
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VIII. Are these sentences true or false? Correct the false sentences: 
1. Each ledger account shows all of the effects of a single business transaction.  
2. To have a permanent record of an entire transaction, the accountant uses a book of 

record known as a journal.   
3. The cash account contains not only data on changes in cash but also shows how 

the cash was generated or what it was spent on.  
4. A journal is a chronological (arranged in order of time) record of business 

transactions.  
5. A business transaction is entered in a journal before it is entered in ledger 

accounts. 
6. A business generally has only one journal.  
7. For the first journal entry on a page, the year, the month, and the day (number) are 

entered here.  
8. Any necessary explanation of a transaction appears on the line(s) above the credit 

entry.  
9. A journal entry explanation should be complete enough to fully describe the 

transaction and prove the entry's accuracy.  
10. Journalizing is recording in the ledger the information contained in the journal.  
 
IX. Choose the correct alternative: 
1. Each ledger entry/account shows only increases and decreases in the account.  
2. The cash account contains only information/ data on changes in cash and does 

not show how the cash was generated or what it was spent on.  
3. To have a permanent record of an entire transaction, the accountant uses a book of 

record known as a register/journal.  
4. A journal entry is the recording of a business operation/transaction in the 

journal.  
5. A business transaction is entered in a journal before it is entered in cash/ledger 

accounts.  
6. Because each transaction is initially recorded in a journal rather than directly in 

the ledger, a journal is called a book of original record/entry.  
7. The first line of an entry shows the account credited/debited.  
8. Any necessary explanation of a transaction appears on the line(s) below the 

debit/credit entry.  
9. No number appears in this column until the information is recorded/posted to the 

proper ledger account.  
10. Posting/Journalizing is the process of entering a transaction in a journal.  

 
X. Fill in the blanks with appropriate words: 
 

cash account                journal                      transaction              journalizing 
entry                             posting                      accuracy                        
column                          record                    ledger account 
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1. All of the effects of a single business _______ would not appear in one account.  
2. Each __________ shows only increases and decreases in the account.   
3. The __________ contains only data on changes in cash and does not show how 

the cash was generated or what it was spent on.   
4. A journal is a chronological (arranged in order of time) ________of business 

transactions.    
5. A bus iness transaction is entered in a ________ before it is entered in ledger 

accounts.    
6. A journal __________ shows all the effects of a business transaction.   
7. The first __________of each journal page is for the date.   
8. A journal entry explanation should be complete enough to fully describe the 

transaction and prove the entry's ___________.   
9. ____________ is the process of entering a transaction in a journal.   
10. _________ is recording in the ledger the information contained in the journal.  
 
XI. Match the words and their definitions.  
 

1 transaction A money in coins or notes, as distinct from 
cheques, money orders, or credit 

2 ledger B the act of making a note of something 

3 journal C to announce or publish (something, especially 
a financial result) 

4 cash D an item of written information put in an 
accounts ledger 

5  credit E a book or other collection of financial 
accounts 

6 account F to charge an account with a cost 
 

7  
to debit G the action of conducting business 

8 
 
to post H 

a record of financial transactions over a 
period of time, such as money paid, received, 
borrowed or owed 

9 
recording 

I 
an amount entered in accounts to show a 
decrease in assets or expenses or an increase 
in liabilities, revenue or capital 

10 
 
entry J 

a daily record of business transactions with a 
statement of the accounts to which each is to 
be debited and credited 
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XII. Match the words in the right column with the words in the left column to 
make word combinations.  
 
1 the effects of  a a journal 
2 data on changes  b documents 
3 a chronological record of  c the proper ledger account 
4 to be entered in  d explanation 
5 a book of  e in cash 
6 the account title for  f accuracy 
7 to prove the entry's  g a single business transaction 
8 to be posted to  h the credit 
9 a variety of source  i original entry 
10 a journal entry  j business transactions 
 

 
SELF-STUDY 

 
I. Read and translate the following sentences: 
 

     1. All companies should maintain complete and accurate accounting records. 2. One 
should remember that all companies can benefit from internal auditing; however, internal 
auditing is especially necessary in large organizations because the owner(s) cannot be 
personally involved with all aspects of the business. 3. For optimal control, all 
accounting documents should be serially numbered. 4. When the accounting department 
records a merchandise transaction, it should receive copies of a number of necessary 
documents. 
 
II. Translate the words given in brackets into English. Then read and translate  
     the sentences into Ukrainian. 
 

1. All companies (можуть) benefit from internal auditing; however, internal auditing is 
especially necessary in large organizations because the owners (не можуть) be 
personally involved with all aspects of the business. 2. Companies (належить) maintain 
complete and accurate accounting records. 3. Every account (повинен) provide for 
increases and decreases. Then the account balance (the difference between the increases 
and decreases) (може бути) determined. 4. The company (може) buy supplies during 
the first part of the month that it intends to consume during that month. 5. Note that 
dollar signs are not used in journals or ledgers. When amounts are even dollar amounts, 
the cents column (може, дозволяється) be left blank, or zeros or a dash (може, 
дозволяється) be used. When us ing unlined paper, both commas and a period 
(належить) be used. 6. An accountant (треба бути в змозі) to fill in increases and 
decreases as follows: assets =liabilities + owner's equity. 
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III. Read and translate the following text using a dictionary.  
TEXT 2  

 
THE LEDGER 

 

A ledger (general ledger) is the complete collection of all the accounts of a 
company. Accounts are classified into general groups: 

1) balance sheet accounts (assets, liabilities, and owner’s equation); 
2) income statement accounts (revenues and expenses). 
Balance sheet accounts are also called real accounts, because they are not 

subclassifications of any other account. 
Income statement accounts are also called nominal accounts. “Nominal” 

literally means “in name only”. Nominal accounts temporarily contain the revenue 
and expense information that becomes part of the balance of a real account, owner’s 
capital. The ledger may be in loose-leaf form, in a bound volume, or in a computer 
memory. 

A complete listing of account titles and account numbers of all the accounts in 
the ledger is known as the chart of accounts. 

The chart of accounts is comparable to a table of contents. 
Each account has an identif ication number as well as a title to help locate 

accounts when recording data. For example, asset accounts may be numbered 100-
199; liability accounts – 200-299; owner’s equity accounts – 300-399; revenue 
accounts – 400-499; and expense accounts – 500-599. Or other numbering systems 
may be used. 

The groups of accounts usually appear in the following order in the ledger – 
assets, liabilities, owner’s equity, owner’s drawing, revenues, and expenses. 

 
IV. State which of the sentences are true and which are false: 
1. A ledger is the complete collection of all the accounts of a company. 
2. Income statement accounts are also called real accounts, because they are not 

subclassifications of any other account. 
3. Balance sheet accounts temporarily contain the revenue and expense information 

that becomes part of the balance of a real account, owner’s capital. 
4. A complete listing of account titles and account numbers of all the accounts in the 

ledger is known as the chart of accounts. 
5. The groups of accounts usually appear in the following order in the ledger – 

assets, liabilities, owner’s equity, owner’s drawing, revenues, and expenses. 
 
V. Choose the correct variant a, b, c or d to fill in the gaps: 
1. A ledger is the complete collection of all the ___________of a company. 

   a)   reports              b)  balances               c) accounts            d) revenues 
2.  ____________ accounts are also called real accounts, because they are not 

subclassifications of any other account. 
   a) general          b)  balance sheet        c) nominal         d) income statement 
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3. Nominal accounts temporarily contain the _________and expense information that 
becomes part of the balance of a real account, owner’s capital. 

   a) income         b) profit       c) earnings            d) revenue 
4. The ________ may be in loose-leaf form, in a bound volume, or in a computer 

memory. 
   a) report           b) ledger          c) balance sheet             d) statement 

5. A complete listing of account titles and account numbers of all the accounts in the 
ledger is known as the __________ of accounts. 

   a) chart          b) list            c)   order         d) specification 
 

VI. Translate the following sentences into English: 
Будь-яка діяльність підприємства повинна бути спрямована на організацію 

взаємозв’язків між людьми. І чим більш обґрунтованою вона с творена і уміло 
регулюється, тим більше надії на одержання економічної вигоди, на прибуткове 
покриття втілених у виробництво затрат. Кожне  підприємс тво розглядається як 
самостійний майновий комплекс, який може бути охарактеризований із позиції 
його економічного потенціалу, який розглядається як сукупність ресурсів 
(матеріальних, трудових і фінансових) і зобов’язань (в широкому значенні)  
підприємс тва. Фінансовою моделлю, що характеризує економічний потенціал 
підприємс тва і результативність його використовування, є його бухгалтерська 
звітність.  
 
UNIT 10 
 

THE  WORKSHEET AND THE TRIAL BALANCE 
 

CLASS ASSIGNMENTS 
VOCABULARY 
 
worksheet «робочий лист» (при аналізі бухгалтерського 

балансу) 
summarize підсумовувати  = syn  to total; total  -  підсумок 
adjust регулювати; корегувати 
adjusting and closing 
entries 

корегуючі та заключні записи (в бухгалтерсь-                                            
кій книзі) 

correct виправляти; корегувати 
monthly щомісячно 
quarterly щоквартально 
accounting year (period) звітний рік (період) 
a debit and a credit column    стовпчик запису дебіту та кредіту 
trial balance перевірочний баланс 
divisible (by) подільний (чомусь) 
to equal, to be дорівнювати 
financial statement фінансовий звіт 
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source document первинний документ 
business transaction ділова операція 
equation рівняння 
 
I. Define the tense of the predicate in the following English sentences: 
 
She has been preparing a financial 
report for two hours. 

Вона готує фінансовий звіт (вже) дві 
години. 

She had been preparing a financial 
report for two hours when you called. 

Вона готувала фінансовий звіт (вже) 
дві години, коли ви подзвонили. 

 
II. Translate subordinate clauses: 
     Коли перевірочний баланс не врівноважується, the first thing you should do is 
to retotal the two columns. Якщо цей крок не виявить помилку, divide the 
difference in the totals by 2 and then by 9. Якщо різниця є подільною двом, you 
may have transferred a debit-balanced account to the trial balance as a credit, or a 
credit-balanced account as a debit. Отже, якщо різниця подільна двом, look for an 
amount in the tr ial balance that is equal to one half of the difference. Таким чином, 
якщо різниця дорівнює $ 800, look for an account with a balance of  $400 and see if 
it is in the wrong column. 
 
III. Translate the following verbs with prepositions: 
     1. to come back, to come in, to come down, to come up; 
     2. to give up, to give away, to give in; 
     3. to get up, to get down, to get off, to get in; 
     4. to put down, to put on, to put off, to put up; 
     5. to run away, to run in, to run off. 
 
IV. Insert prepositions if necessary: 
     1. A ledger is the complete collection ____ all the accounts ____ a company. 2. 
The accounts usually appear ____ the ledger ____ the following order: assets, 
liabilities, owner's equity, owner's drawing, revenues, and expenses. 3. The company 
prepares financial statements ____ the end ____ each month. 4. Cash of  $45,000 was 
invested ____ a business by its owner, Pete Wilkins. 
 
V. Translate the sentences into Ukrainian: 
     1. If a journal entry is self-explanatory, the explanation will be omitted. 2. If 
insurance is purchased that will be fully consumed during the current period, 
insurance expense will be debited at time of purchase. 3. If the sum of the credits 
exceeds the sum of the debits, the account will have a credit balance. 4. Unless a 
transaction is entered in a journal, it can't be entered in ledger accounts. 
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VI. Read and translate the text: 
TEXT 1  

 
THE  WORKSHEET 

The worksheet is a sheet of paper with columns on which accountants 
summarize information they need to make the adjusting and closing entries and to 
prepare the financial statements. A worksheet is a tool used by accountants and is not 
part of the formal accounting records. Therefore, worksheets may vary in format and 
are usually prepared in pencil so that errors can be easily corrected. Worksheets may 
be used each time when financial statements are prepared - that is monthly, quarterly, 
or at the end of the accounting year. 

Worksheets include sets of columns for a trial balance, adjustments, adjusted 
trial balance, income statement, and balance sheet. Each set of columns has a debit 
and a credit column. 

THE TRIAL BALANCE COLUMNS 
Instead of preparing a separate tr ial balance, it can be entered in the worksheet. 

Numbers and titles of ledger accounts are entered in the left-hand portion of the 
worksheet. Usually accountants list only the accounts with balances of the end of the 
accounting periods. The balances of the ledger accounts are entered in the Trial 
Balance Columns of the worksheet, and the columns are totaled. If the debit and 
credit column totals are not equal, an error exists and must be found and corrected 
before proceeding with the worksheet. 

First the adjustments are entered in the worksheet in the Adjustments columns. 
After adjustments have been entered, the adjusted balance of each account is 
computed and entered in the Adjusted Trial Balance columns. 

All revenue and expense account balances in the Adjusted Trial Balance 
columns are extended to the Income Statement columns. Since revenues carry credit 
balances, they are extended to the credit column; expenses are extended to the debit 
column. Each column is then totaled separately. 

Assets, liabilities, and owner's equity accounts listed in the Adjusted Trial 
Balance columns are extended to the Balance Sheet Columns - assets and debits, and 
liabilities and owner's equity amounts as credits. 

When the Worksheet has been completed, all the information needed to prepare 
the income statement, statement of the owner's equity, and balance sheet is available. 
Now the information only needs to be recast into the appropriate f inancial statement 
format. 
  
VII. Answer the questions. 
1. What is the worksheet? 
2. What do accountants do with the information they need to make the adjusting and 
closing entries? 
3. How are worksheets usually prepared? Why? 
4. How often may worksheets be used? 
5. What do worksheets include? 
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6. What does each set of columns have? 
7. Where are numbers and titles of ledger accounts entered in? 
8. What kind of accounts do accountants usually list? 
9. What should be done if the debit and credit column totals are not equal? 
10. What kind of accounts are listed in the Adjusted Trial Balance columns? 
 
VIII. Are these sentences true or false? Correct the false sentences: 
1. A worksheet is a tool used by accountants and is a part of the formal accounting 

records.  
2. Worksheets may vary in format and are usually prepared in penc il so that errors 

can be easily corrected.   
3. Worksheets may be used each time when financial statements are prepared - that 

is monthly, quarterly, or at the end of the accounting year.  
4. Worksheets include sets of columns for a trial balance, adjustments, adjusted trial 

balance, and income statement except balance sheet.  
5. Numbers and titles of ledger accounts are entered in the right-hand portion of the 

worksheet.  
6. Usually accountants list only the accounts with balances of the end of the 

accounting periods.  
7. If the debit and credit column totals are not equal, an error exists and must be 

found and corrected before proceeding with the worksheet.  
8. First the adjustments are entered in the worksheet in the Balance columns.  
9. All revenue and expense account balances in the Adjusted Trial Balance columns 

are extended to the Income Statement columns.  
10. Since revenues carry credit balances, they are extended to the credit column; 

expenses are extended to the debit column. Each column is then totaled separately.  
 
IX. Choose the correct alternative: 
1. The worksheet is a sheet of paper with columns on which auditors/accountants 

summarize information they need to make the adjusting and clos ing entries and to 
prepare the financial statements.   

2. A trial balance/worksheet is a tool used by accountants and is not part of the 
formal accounting records.  

3. Worksheets may vary in format and are usually prepared in penc il so that errors 
can be easily adjusted/corrected.  

4. Each set of worksheets/columns has a debit and a credit column.  
5. Numbers and titles of journal/ledger accounts are entered in the left-hand portion 

of the worksheet.  
6. Usually accountants list only the columns/accounts with balances of the end of 

the accounting periods.  
7. The balances of the ledger accounts are entered in the Income Statement/Trial 

Balance Columns of the worksheet, and the columns are totaled.  
8. First the accounts/adjustments are entered in the worksheet in the Adjustments 

columns.  
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9. Since revenues carry credit balances, they are extended to the debit/credit 
column.  

10. After adjustments have been entered, the adjusted balance of each account is 
computed and entered in the Balance Sheet/Adjusted Trial Balance columns.  
 

X. Fill in the blanks with appropriate words: 
 

financial statements       credit                         worksheet                 totals 
owner's equity               ledger accounts          adjustments          
balance sheet                 summarize                 accounting records                                              

 

1. The worksheet is a sheet of paper with columns on which accountants   
__________ information they need to make the adjusting and closing entries and 
to prepare the financial statements.  

2. A worksheet is a tool used by accountants and is not part of the formal 
__________________.  

3. Worksheets may be used each time when __________ are prepared - that is 
monthly, quarterly, or at the end of the accounting year.  

4. Worksheets include sets of columns for a trial balance, adjustments, adjusted trial 
balance, income statement, and ___________.  

5. Instead of preparing a separate trial balance, it can be entered in the _______.  
6. The balances of the ___________ are entered in the Trial Balance Columns of the 

worksheet, and the columns are totaled.  
7. First the ________ are entered in the worksheet in the Adjustments columns.   
8. Since revenues carry ______ balances, they are extended to the credit column.  
9. When the Worksheet has been completed, all the information needed to prepare 

the income statement, statement of the _________, and balance sheet is available.  
10.If the debit and credit column ________ are not equal, an error exists and must be 

found and corrected before proceeding with the worksheet.  
 
   XI. Match the words and their definitions.  
 

1 worksheet A 
an entry in accounts which does not represent 
a receipt or payment, but which is made to 
make the accounts correct 

2 summarize B 

all items of property that contribute to the 
value of an organisation, including tangible 
items such as cash, stock and real estate, as 
well as intangible items such as goodwill  

3 trial balance C the value of the shares in a company owned 
by the owners of the company 

4 adjustment D noun the debts of a bus iness, including 
dividends owed to shareholders 

5 income statement E to give a brief statement of the main points of 
(something) 
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6 balance sheet F to add up to 
 

7 to total G 

a tool used by accountants to summarize 
information they need to make the adjusting 
and closing entries and to prepare the 
financial statements 

8 owner's equity H 

a statement of the financial position of a com- 
pany at a particular time, such as the end of 
the financial year or the end of a quarter, 
showing the company’s assets and liabilities 

9 assets                             I 
a statement of company expenditure and sales 
which hows whether the company has made a 
profit or loss  

10 liabilities J the draft calculation of debits and credits to 
see if they balance 

 
XII. Match the words in the right column with the words in the left column to 
make word combinations.  
 
1 to make the adjusting  a column 
2 to prepare the financial  b the debit column 
3 worksheets include  c account balances 
4 a debit and a credit  d financial statement format 
5 numbers and titles of  e statements 
6 balances of the end of  f totals 
7 debit and credit column  g and closing entries 
8 revenue and expense  h the accounting periods 
9 expenses are extended to  i ledger accounts 
10 to be recast into the appropriate  j sets of columns 
 

SELF-STUDY 
 

I. Define “ing-forms”. Translate the sentences: 
1. This company is in a restructuring process, and therefore they cannot agree to a 
long-term contract.  
2. Accounts should be produced using the same principles from one year to the next. 
3. Many developing countries are burdened by heavy debts.  
4. The depreciation expense for each year is calculated by subtracting the salvage 
value from the acquisition cost, and then dividing the difference by the useful life of  
the asset.  
5. Winning a new client is much harder and a lot more expensive than keeping an 
existing one.  
6. They are planning to exempt the tax on large company cars, and replace it with a 
tax on all company cars. 
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II. Fill in the blanks with "what”, “which”, “when”, “who”: 
1. ________ are the alternatives in your country for depreciating assets?  
2. For effective taxation planning, companies rely on tax specialists _____ must have 
an excellent understanding of both their clients’ business and the various taxation 
laws.  
3. Companies turn to their tax advisers for help on all the taxes for _______ they are 
liable, such as income tax, sales tax, property tax and payroll tax.  
4. lncoterms determine who pays for all the costs of international trade: 
transportation [or carriage], loading and unloading goods, insurance, customs 
duties, etc.  
5. ____ I got your invoice I was completely shocked to see that the UK phone calls  
are twice as expensive as before.  
6. In Britain, many building societies, _______ specialized in mortgages, started to 
offer the same services as commercial banks.  
 
III. Read and translate the text using a dictionary:     
TEXT 2  

 

THE  TRIAL  BALANCE 
 

Periodically, accountants use a trial balance to test the equality of their debits  
and credits.  A trial balance is a listing of the ledger accounts and their debit or credit 
balances which determine that debits equal credits in the recording process. The 
accounts appear in the same order as in the general ledger and in the chart of 
accounts. Thus, they appear in the following order - assets, liabilities, owner's equity, 
revenues, expenses. 

 For example, the trial balance for Rapid Delivery Company is shown in 
illustration. Note the listing of the account titles on the left (account numbers could 
be included if desired), the column for debit balances, the column for credit balances, 
and the equality of the two totals. 
                                     RAPID  DELIVERY  SERVICE 
                                                    Trial Balance 
                                               November, 29, 2015 
                                                                                     Debits          Credits 
 
Cash                                                                              10,650 
Accounts Receivable                                                        5,200 
Supplies on Hand                                                             1,400 
Prepaid Insurance                                                             2,400 
Prepaid Rent                                                                     1,200 
Delivery trucks                                                                40,000 
Accounts Payable                                                                                3,130 
Unearned Delivery Fees                                                                        4,500 
John,N., Capital, Nov. 1                                                                      50,000 
John N., Drawing                                                              3,000 
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Delivery Service Revenue                                                                    10,700 
Advertising Expense                                                            50 
Gas and Oil Expense                                                           680 
Salaries Expense                                                               3,600 
Utilities Expense                                                                  150 
                                                                                     -----------       ----------- 
                                                                                      68,330          68,330 
     When the trial balance does not balance, the first thing you should do is to retotal 
the two columns. The error may happen because of the following causes: 
     1. Failing to post part of a journal entry. 
     2. Posting a debit as a credit, or vice versa. 
     3. Incorrectly determining the balance of an account. 
     4. Omitting an account from the trial balance. 
     5. Making a transportation, or shide error in the accounts or the journal. 
     Generally, you should work backward through the steps you have already taken to 
prepare the trial balance. Verify the balance of each ledger account, verify postings to 
the ledger, verify journal entries, and then review the transactions. 
     A trial balance may be prepared at any time - at the end of a day, a week, a month, 
a quarter, or a year. Usually, a tr ial balance is prepared prior to the preparation of  
financial statements. 
 
III. State which of the sentences are true and which are false: 
 

1. A trial balance is a listing of the ledger accounts and their debit or credit balances 
which determine that debits equal credits in the accounting process. 

2. The accounts appear in the same order as in the general ledger and in the chart of 
accounts. 

3. When the trial balance does not balance, the first thing you should do is to retotal 
the first column. 

4. Generally, you should work backward through the steps you have already taken to 
prepare the trial balance. 

5. Usually, a trial balance is prepared after the preparation of financial statements. 
 

V. Choose the correct variant a, b, c or d to fill in the gaps: 
 

1. Periodically, ______________use a trial balance to test the equality of their debits 
and credits. 

   a) bookkepers             b) auditors        c) accountants       d) budget analysts 
2. A trial balance is a listing of the ledger ________ and their debit or credit balances 

which determine that debits equal credits in the recording process. 
   a) records             b) accounts                c) entries              d) balances 
3. The accounts appear in the same order as in the general ________and in the chart 

of accounts. 
   a) journal         b) balance            c) statement          d) ledger 
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4. When the trial balance does not balance, the first thing you should do is to 
_______ the two columns. 

   a) reculculate              b) retotal            c) review           d) rewrite 
5. Usually, a trial balance is prepared prior to the preparation of  

financial__________.  
   a) reports                 b) balances          c) statements           d) analysis 

 
VI. Translate the following sentences into English: 

Стійке фінансове положення підприємства залежить перш за все від 
поліпшення таких якісних показників, як продуктивність праці, рентабельніс ть 
виробництва, фондовіддача, а також виконання плану з прибутку.  
Раціональному розміщенню засобів підприємства сприяє правильна організація 
матеріально-технічного забезпечення виробництва, оперативна діяльніс ть по 
прискоренню грошового обороту, тощо. Тому на сучасному етапі розвитку 
економіки країни доцільно якомога більше уваги приділяти організації 
фінансово-господарської діяльності підприємства. Під фінансово-
господарською діяльністю будемо розуміти доцільну діяльність підприємс тва, 
яка спрямована на досягнення ієрархічно впорядкованої системи цілей,  
сформульованих його власниками, і є системою ефективного використання 
економічного потенціалу підприємства. Доцільність може розумітися як в 
соціальному, так і в економічному аспектах, причому економічна ефективніс ть 
в більшості випадків розглядається як домінуючий критерій.  
 
LESSON 11 

THE ACCOUNTING CYCLE SUMMARIZED 
 

CLASS ASSIGNMENTS 
VOCABULARY 
 

equation рівняння 
framework загальна схема (якої-небудь діяльності) 
equal рівний 
owner's equity власний капітал 
balance sheet бухгалтерський баланс 
total assets сумарні активи 
total liabilities загальна сума зобов'язань 
available наявний, який є у розпорядженні, доступний 
quantity кількість 
to acquire придбати, купити 
to measure вимірювати; відраховувати 
to be made up of складатись з 
equality рівність 
solvency платоспроможніс ть 
to determine визначати, встановлювати 
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profitability прибутковість, рентабельніс ть 
source document первинний документ 
measurable вимірний 
proof доказ; підтвердження 
in terms of що стосується; відносно до 
entry бухгалтерська проводка 
transaction операція; справа; транзакція 
worksheet «робочий лист» (при аналізі бухгалтерського 

балансу) 
 
І. Translate the sentences paying attention to the tense of the predicate: 
1. Тарифи захищатимуть вітчизняну промисловість протягом певного часу. 2. 
Він був упевнений, що компанія отримає великі прибутки від продажу цього 
обладнання. 3. Директори комерційних фірм викорис товують капітал і робочу 
силу, щоб максимально підвищити продуктивність праці. 4 Директор 
повідомив, що їхнє підприємс тво вдало провело рекламну кампанію і тому 
обсяги продажу цього товару зросли. 
 
II. Make the following sentences interrogative. 
1. The evidence of the transaction is usually backed by a source document. 2. The 
business entity concept is basic to understanding the accounting process. 3. The 
financial statements of a company are the end products of the accounting process. 4. 
Debts must be paid by certain dates. 5. Assets are also called the resources of the 
business. 
 
III. Define the word stems of the following words and translate them: 
production, equality, improvement, consumption, useless, accounting, requirement, 
statement, gradually, liability, delivery, equity, reliable, available, equation. 
 
IV. Read and translate the word combinations: 
the total assets; owner's equity; the accounting equation; available in unlimited 
quantity; to be equal to; to acquire the assets; to provide funds; revenue accounts; 
expense accounts; the account balances are totalled; economic resources. 
 
V. Read and translate the text using the dictionary. 

TEXT 1  
 

THE ACCOUNTING EQUATION 
   

  The accounting equation is the framework for the entire accounting process. 
   In the balance sheet the total assets are equal to its total liabilities and owner's 

equity. This equality shows that the assets of business are equal to its equities; that is  
ASSETS = EQUITIES. 

  Assets are defined as the valuable things owned by the business, or the 
economic resources of the business. The economic resources can be defined as all 
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desired things, except those available in unlimited quantity without cost or effort, that 
are owned by a business and can be measured. 

 The basic accounting equation shows the relationship between assets, liabilities, 
and owner's equity as: 

 ASSETS = LIABILITIES + OWNER'S  EQUITY                A = L + OE 
  The basic accounting equation must always be in balance. The left-hand side of 

the equation shows the assets; the right-hand side of the equation shows who 
provided the funds to acquire the assets. These funds are provided either by creditors 
or owners. 

So, in accounting terminilogy, the r ight-hand side of the equation shows the 
equities, made up of the liabilities plus owner's equity. 

The equality of the accounting equation always holds. 
     

RULES  OF  DEBIT  AND  CREDIT SUMMARISED 
     When the account balances are totalled, they will conform to the following 

two independent equations: 
     ASSETS = LIABILITIES + OWNER'S  EQUITY 
     DEBITS = CREDITS 
     These two formulas give five rules of debit and credit: 
     1. Increases in asset accounts are debits, decreases are credits. 
     2. Decreases in liability accounts are debits; increases are credits. 
     3. Decreases in owner's equity accounts are debits; increases are credits. 
     4. Decreases in revenue accounts are debits; increases are credits. 
     5. Increases in expense accounts are debits; decreases are credits. 
Illustration 
                        Debits                                            Credits 
1. Increase assets                                    1. Decrease assets. 
2. Decrease liabilities                               2. Increase liabilities. 
3. Decrease owner's equity                      3. Increase owner's equity. 
4. Decrease revenues                               4. Increase revenues. 
5. Increase expenses                                5. Decrease expenses. 

 
VI. Answer the questions. 
1. What can be called the framework for the entire accounting process? 
2. What are the total assets equal to in the balance sheet? 
3. How can the assets be defined? 
4. What are the economic resources? 
5. What does the left-hand side of the accounting equation show? 
6. What does the right-hand side of the equation show? 
 
VII. Are these sentences true or false? Correct the false sentences: 
1. The accounting equality is the framework for the entire accounting process.  
2. In the balance sheet the total assets are equal to its total liabilities and owner's 

equity.  
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3. Equities are defined as the valuable things owned by the business, or the economic 
resources of the business.  

4. The economic resources can be defined as all des ired things, except those 
available in limited quantity without cost or effort, that are owned by a business 
and can be measured.  

5. The basic accounting equation shows the relationship between assets, liabilities, 
and owner's equity.  

6. The basic accounting equation must always be in balance.  
7. The right-hand side of the equation shows the assets; the left-hand side of the 

equation shows who provided the funds to acquire the assets.  
8. The equality of the accounting equation always holds.  
9. The right-hand side of the equation shows the equities, made up of the liabilities 

plus owner's equity.  
10. Decreases in liability accounts are credits; increases are debits.  
 
VIII. Choose the correct alternative: 
1. The accounting equity/equation is the framework for the entire accounting 

process.  
2. In the work/balance sheet the total assets are equal to its total liabilities and 

owner's equity.  
3. This equation/equality shows that the assets of business are equal to its equities; 

that is ASSETS = EQUITIES.  
4. Equities/Assets are defined as the valuable things owned by the business, or the 

economic resources of the business.  
5. The economic resources can be defined as all des ired things, except those 

available in unlimited quantity without cost or effort, that are owed/owned by a 
business and can be measured.  

6. The basic accounting equation shows the relationship between assets, liabilities, 
and creditor’s/owner's equity.  

7. The left-hand side of the equation shows the assets; the right-hand side of the 
equation shows who provided the funds to invest/acquire the assets.  

8. In accounting terminilogy, the r ight-hand s ide of the equation shows the equities, 
made up of the assets/liabilities plus owner's equity.  

9. The equality of the mathematical/accounting equation always holds.  
10. When the account balances are balanced/totalled, they will conform to the two 

independent equations.  
 

IX. Fill in the blanks with appropriate words: 
 

equities                   to acquire                 owner's                 balance sheet                      
creditors                 assets                       framework 
equation                 liabilities                  economic resources 
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1. The accounting equation is the _________for the entire accounting process.  
2. In the ________the total assets are equal to its total liabilities and owner's equity.  
3. This equality shows that the assets of business are equal to its___________.  
4. ___________ are defined as the valuable things owned by the business, or the 

economic resources of the business.  
5. The ___________can be defined as all desired things, except those available in 

unlimited quantity without cost or effort that are owned by a business and can be 
measured.  

6. The basic accounting equation shows the relationship between assets, liabilities, 
and ________ equity.  

7. The basic accounting _________ must always be in balance.  
8. The left-hand side of the equation shows the assets; the right-hand side of the 

equation shows who provided the funds _________the assets.  
9. These funds are provided either by _________ or owners.  
10. In accounting terminilogy, the right-hand side of the equation shows the equities, 

made up of the _________ plus owner's equity.  
 

X. Match the words and their definitions.  
 

1 assets A 

an allowance of money which a business 
pays for an employee to spend on 

travelling and entertaining clients in 
connection with that business 

2 owner’s  equity B 

a statement of the financial position of a com- 
pany at a particular time, such as the end of 
the financial year or the end of a quarter, 
showing the company’s assets and liabilities 

3 liabilities                      C the right-hand column in accounts showing 
money received 

4 equation D 

all items of property that contribute to the 
value of an organisation, including tangible 
items such as cash, stock and real estate, as 
well as intangible items such as goodwil 

5 expense account E a left-hand column of accounts showing 
money owed or paid to others 

6 credit column F 

a person or company that is owed 
money, i.e. a company’s creditors are its 

liabilities 

7 balance sheet G 
a set of mathematical rules applied to 
solve a problem 
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8 creditor H 

accounts of a business which record 
money received as sales, commission, 
etc. 

9 debit side                          I the value of the shares in a company owned 
by the owners of the company 

10 revenue accounts J 

the debts of a business, including 
dividends 

owed to shareholders 
XI. Match the words in the right column with the words in the left column to 
make word combinations.  
 
1 the framework for  a liabilities, and owner's equity 

2 …….. are equal to its total 
liabilities b by creditors or owners 

3 the valuable things  c be in balance 
4 available in  d the accounting equation 
5 the relationship between assets,  e account balances 

6 the basic accounting equation 
must  f the total assets 

7 funds are provided either  g independent equations 
8 the equality of  h the entire accounting process 
9 when the …….. are totalled i unlimited quantity 
10 to conform to the two  j owned by the business 
 

 
SELF-STUDY 

I. Form and translate the nouns: 
a) -ment: state, employ, advertise, develop, improve, require; 
b) -ness: rigid, competitive, cold, wasteful, weak; 
c) -ance(-ence): exist, occur, accept, rely, important, differ, resist 
 
II. Read and translate. Define which part of the speech are the following words. 
- count, account, accounting, accountant; 
- adjust, adjustable, adjuster, adjusting, adjustment, adjusted, disadjust; 
- act, active, activity, action, actor, activize; 
- locate, local, locality, localize, localized, location; 
- person, personal, personality, personally, impersonal; 
- administer, administered, administration, administrative; 
- correct, corrected, correction, corrective, correctly, incorrect, incorrectly. 
 
III. Translate the words in brackets into English. 
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     1. (Перевірочний баланс) is a way to test the (рівніс ть) of debits and credits in 
the journalizing and posting process. 2. The (мета) of the entire accounting process is 
to produce accurate (фінансовий звіт). 3. А (первинний документ) is any written or 
printed evidence of a (ділової операції) that describes the essential facts of that 
transaction; for example, receipts for cash paid or received, (чеки)  written or  
received, (рахунки) sent to customers, or (рахунки) received from suppliers. 4. 
(Первинні документи) are used to prepare journal entries during an (звітний 
період). 
  
 
 
IV.  Use the verbs in brackets in the appropriate form: 
     1. Financial accounting (to serve) persons outside the firm. 2. Managerial 
accounting (to be, to bind) only by the needs of managers. 3. There (to be) several 
groups of external users of accounting information. 4. The balance of any T-account 
(to be, to obtain) by totaling the debits to the account, totaling the credits to the 
account, and subtracting the smaller sum from the larger. 5. A bus iness generally (to 
have) more than one journal. 6. A trial balance (may, to be, to prepare) at any time. 
 
V. Read and translate the text using the dictionary.  
TEXT 2  

 

                           THE  ACCOUNTING  CYCLE  SUMMARIZED 
 

     A business transaction is a measurable event affecting the f inancial s ituation 
of a business. For example, the fact that the owner broke her leg while skiing may 
interrupt the operation of the business, but these events are not measurable in terms 
that will affect the solvency and profitability of the business. 

     Business transactions can be events involving the exchanges of goods for 
cash, such as the sale of a book or paying wages to employees. These events have one 
fundamental criterion: they must have caused a measurable change in the amounts in 
the accounting equation: 

ASSETS = LIABILITIES + OWNER'S EQUITY. 
     Business events are evidence by source documents such as sales tickets, 

checks, etc. Source documents are important because they are ultimate proof of a 
business transaction. 

     After you have determined that an event is a measurable business transaction 
and have proof of this transaction, you must analyze the transaction in terms of 
increasing and decreasing the elements of the accounting equation. The steps in the 
accounting cycle are listed below: 
 Those performed            1. Analyze transactions by examining source documents. 
during accounting          2. Journalize transactions in the jounal. 
period                             3. Post journal entries to the accounts in the ledger. 
                                        4. Take a trial balance of the accounts and complete the 
                                        worksheet. 
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Performed at the            5. Prepare financial statement. 
end of accounting           6. Journalize and post adjusting entries. 
period                             7. Journalize and post closing entries. 
                                        8. Take a post-closing trial balance. 
 
VI. State which of the sentences are true and which are false: 
1. A business transaction is a measurable event affecting the financial situation of a 

business.  
2. Business transactions cannot be events involving the exchanges of goods for cash, 

such as the sale of a book or paying wages to employees. 
3. Business events are evidence by source documents such as sales tickets, checks, 

etc. 
4. Source documents are important because they are primary proof of a business 

transaction.  
5. Business transactions have one fundamental criterion: they must have caused a 

measurable change in the amounts in the accounting equation. 
 
VII. Choose the correct statement: 
 
1.  A business transaction is a measurable event affecting the financial _________of a 

business.  
   a) statement             b) reporting             c)  situation              d)   recording 
2. Business ____________ can be events involving the exchanges of goods for cash, 

such as the sale of a book or paying wages to employees. 
   a) deals            b) operations           c) deals               d)  transactions  
3. Business events are evidence by ________documents such as sales tickets, checks, 

etc. 
   a) financial             b) source                c) evidence             d) reporting 
4. Source __________ are important because they are ultimate proof of a bus iness 

transaction. 
   a) papers                b)  documents             c) reports            d)  statements 
5. You must analyze the transaction in terms of increasing and decreasing the 

elements of the accounting ________. 
   a)  record           b) cycle        c) year             d) equation 

 
 
VIII. Translate the following sentences into English: 
 

Ефективне управління рухом капіталу в рамках підприємс тва передбачає 
наявність певної мети її розвитку, що надає можливість оцінювати 
ефективність того чи іншого фінансового рішення. У всіх випадках рішення має 
бути прийняте на основі певних с тандартів. Цілі можуть бути різними, проте 
основним завданням підприємс тва є максимальне збільшення добробуту її 
власника. Власніс ть засновників та акціонерів підприємства підтверджується 
відповідною долею акціонерного капіталу. Кожна акція показує, що її тримачу 
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належить 1/n частина капіталу даної компанії, де n – загальне число випущених 
в обіг акцій. Добробут акціонерів асоціюється з ринковою ціною акцій 
підприємс тва. Ринкова ціна може бути недосконалою мірою добробуту 
акціонерів, проте вона є кращим із наявних і доступних засобів її оцінки. Якщо 
акції підприємства не мають обігу на ринку, можна використовувати 
альтернативні ціни. Аналізуючи стан схожих підприємств, акції яких мають 
обіг на ринку, можна приблизно визначити ринкову вартість підприємства.  
 
 
 
LESSON 12 

TAX ACCOUNTING 
 

CLASS ASSIGNMENTS 
VOCABULARY 
 

taxation оподаткування 
government offices урядові заклади 
by means of taxation за допомогою податків 
direct taxation пряме оподаткування  
indirect taxation непряме оподаткування 
a taxpayer's income прибуток платників податків 
to arrange домовлятись 
to be preferred  надавати перевагу  
to exist існувати 
percentage відсоток 
duties мито 
to obtain отримувати 
fair справедливий 
arrangement приведення до ладу 
administration costs   витрати, пов’язані з вилученням податків   
compliance costs   податки з дотриманням податкового 

законодавства 
tax liabilities   податкові зобов’язання 
lag   розірвання 
penalty   шраф  
to compound  перебільшувати 
delinquency  правопорушення 
neutrality  нейтральніс ть 
disturbance порушення 
taxable permanent 
establishment  

підприємс тво, яке обкладається податком 

tier рівень 
value-added tax (VAT) податок на додану вартість  
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securities tax податок на цінні папери 
withholding tax податок з суми дивідендів  
tax authorities податкові органи 
to lodge an appeal подавати апеляційну скаргу  
progressive income tax прогресивний по доходний податок 
applicable  придатний 
excise акциз, акцизний податок 
charge відрахування 
Pension Fund пенсійний фонд 
Employment Fund фонд зайнятості  
Medical Insurance Fund фонд медичного страхування 
selling price ціна продажу 
sales problems проблема збуту 
tax allowance податкова пільга  
 
І. Study the following sentences: 
We know that Jane is a good 
accountant.                                 
Ми знаємо, що Джейн - хороший 
бухгалтер.                            

We know Jane to be a good 
accountant. 
Ми знаємо, що Джейн - хороший 
бухгалтер. 

 
II. Study the ways of translating different types of infinitives in complex object 
constructions: 
They know this accountant (him) to 
prepare good financial reports. 

Ми знаємо, що цей бухгалтер (він) 
готує хороші фінансові звіти. 

They know this accountant (him) to 
have prepared good financial reports. 

Ми знаємо, що цей бухгалтер (він) 
підготував хороші фінансові звіти. 

They know financial reports (them) to 
be prepared well only by this 
accountant. 

Ми знаємо, що ці фінансові звіти 
(вони) готуються добре лише  цим 
бухгалтером. 

They know financial reports (them) to 
have been prepared well by this 
accountant. 

Ми знаємо, що ці фінансові звіти 
(вони) підготовлені добре цим 
бухгалтером. 

  
IIІ. Find complex object in the following sentences: 
     1. They know him to be a very good f inancial analyst. 2. Mr. Johns remembers 
this supplier to have provided quality raw material. 3. The f inancial consultant 
wanted Miss Saunders to be following his advice accurately. 4. He wants his annual 
report to be submitteded next week. 
 
IV. Compare the following sentences: 
The subordinates saw the Head of the 
department enter the office.   

Підлеглі бачили, що завідувач 
відділом входить до офісу. 
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We heard somebody knock  at the door. Ми чули, як хтось стукав у двері. 
Accountant General watched the 
subordinates work with the financial 
information. 

Головний бухгалтер спостерігав, як 
підлеглі працюють з фінансовою 
інформацією. 

 
V. Find complex object in the following sentences and translate them: 
1. Director General expects the preparation of the annual report to be finished 
quickly. 2. Mr. Clark would like the preparations for the contract negotiations to be 
made in time. 3. Jack felt somebody touch him on the shoulder. 4. They knew him to 
be fond of German automobiles, so they couldn't imagine him to argue about Chinese 
ones. 
 
VI. Compare the following sentences. Pay attention to the syntactical function of 
the words in bolt type: 
I watched her make the copy of the 
agreement.  
I watched her making the copy of the 
agreement.  

Я спостеріга, як вона робить копію 
угоди. 
 

They expected the company’s 
commodity turnover increase rapidly. 
They expected the company’s 
commodity turnover increasing rapidly. 

Вони очікували, що товарообіг 
компанії швидко зростатиме. 

 
VII. Find complex object in the following sentences and translate them: 
     1. When Director entered the conference room he saw the accounting department 
team preparing for the presentation 2. He can't help admiring her when he watches 
her working. 3. Nobody heard our accountant submitting the company’s financial 
report. 4. Through the open doors everybody could hear personnel managers 
interviewing new candidates.  
 
VIII. Read and translate the text using the dictionary. 

TEXT 1  
 

TAXATION 
 

Taxes are compulsory financial contributions by a person or a body of persons 
towards the expenditure of a public authority. In modern economies, taxes are the 
most important source of government revenues. 

Everyone knows that taxation is necessary in a modern state: without it, it  
would not be possible to pay the soldiers and the policemen who protect us: nor the 
workers in government offices who look after our health, our food, our water, and all 
the other things that we cannot do for ourselves, nor also the ministers and members 
of parliament who govern the country for us. By means of taxation we pay for things 
that we need just as much as we need somewhere to live and something to eat. 
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Though everyone knows that taxation is necessary, different people have 
different ideas about how taxation should be arranged. Should each person have to 
pay a certain amount of money to the government each year? Or should there be a tax 
on things that people buy and sell? If the first kind of taxation is used, should 
everyone pay the same tax, whether he is rich or poor? If the second kind of taxation 
is preferred, should everything be taxed equally? 

Taxes on income (on wages, salaries, profits, dividends, rent and interest) and 
on capital are known as “direct” taxes. In most countries, a direct tax on persons, 
which is called income tax, exists. It is arranged in such a way, that the poorest 
people pay nothing, and the percentage of tax grows greater as the taxpayer’s income 
grows. 

But countries with direct taxation nearly always have indirect taxation, too. 
Taxes on commodities or services are known as “indirect” taxes. Many things 
imported into the country have to pay taxes or “duties”. Of course, it is the men and 
women who buy these imported things in the shops who really have to pay the duties, 
in the form of higher prices. In some countries, too, there is a tax on things sold in the 
shops. If the most necessary things are taxed, a lot of money is collected, but the poor 
people suffer most. If unnecessary things like jewels and fur coats are taxed, less 
money is obtained, but the tax is fairer, as rich pay it. 

Probably this last kind of indirect tax, together with a direct tax on incomes is  
low for poor and high for the rich, is the best arrangement. 

Bus inesses are subjects to many forms of taxes. The various forms of business 
organizations are not taxed equally. The tax situation is simplest for sole 
proprietorships and most partnerships; corporations and companies are treated 
differently. In the United States of America nearly all of the federal government’s 
revenues come from taxes. In the United Kingdom there is no single code of tax law, 
the body of tax legislation being increased by each year’s Financial Act. Under 
Ukrainian law, all Ukrainian legal entities, whether they have foreign investment or 
not, are subjects to the profit tax law. 
 
IX. Answer the questions. 
1. What are taxes? 
2. Why is taxation necessary in modern society? 
3. What do we pay for by means of taxation? 
4. How is income tax arranged? 
5. What are direct taxes imposed on? 
6. Who has to pay the duties that are collected on imported goods? 
7. What are indirect taxes imposed on? 
8. Are businesses taxed equally? 
9. Should everyone pay the same tax irrespective of his income? 
10.  Are all Ukrainian legal entities subjects to the profit tax law? 
 
X. Are these sentences true or false? Correct the false sentences: 
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1. In modern economies, taxes are the most important source of government 
revenues.  

2. Taxes are compulsory financial contributions by a public authority towards the 
expenditure of a person or a body of persons.  

3. By means of taxation we pay for things that we need just as much as we need 
somewhere to live and something to eat.  

4. Though everyone knows that taxation is necessary, different people have similar  
ideas about how taxation should be arranged.  

5. Taxes on income (on wages, salaries, profits, dividends, rent and interest) and on 
capital are known as “indirect” taxes.  

6.  Income tax is arranged in such a way, that the poorest people pay nothing, and the 
percentage of tax grows greater as the taxpayer’s income grows.  

7. Taxes on commodities or services are known as “direct” taxes.  
8. It is the men and women who buy these imported things in the shops who really 

have to pay the duties, in the form of higher prices.  
9. The various forms of business organizations are taxed equally.  
10. The tax situation is simplest for sole proprietorships and most partnerships; 

corporations and companies are treated differently.  
 
XI. Choose the correct alternative: 
1. Duties/Taxes are compulsory financial contributions by a person or a body of 

persons towards the expenditure of a public authority.  
2. In modern economies, taxes are the most important source of government 

expenses/revenues.  
3. By means of taxation we provide/pay for things that we need just as much as we 

need somewhere to live and something to eat.  
4. Though everyone knows that taxation is necessary, different people have different 

ideas about how taxation should be imposed/arranged.  
5. Taxes on income (on wages, salaries, profits, dividends, rent and interest) and on 

capital are known as “indirect/direct” taxes.  
6. Many things exported/imported into the country have to pay taxes or “duties”.  
7. Of course, it is the men and women who sell/buy these imported things in the 

shops who really have to pay the duties, in the form of higher prices.   
8. The tax rate/situation is simplest for sole proprietorships and most partnerships; 

corporations and companies are treated differently.  
9. In the United States of America nearly all of the federal 

authorities/government’s revenues come from taxes.  
10. Under Ukrainian law, all Ukrainian legal entities, whether they have foreign 

investment or not, are subjects to the income/profit tax law.  
 

XII. Fill in the blanks with appropriate words: 
direct                           duties                         legis lation 
taxed                           expenditure                revenues 
taxation                       taxpayer                     indirect                subjects 
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1. In modern economies, taxes are the most important source of government 
_______.  

2. By means of  ________we pay for things that we need just as much as we need 
somewhere to live and something to eat.  

3. Taxes are compulsory financial contributions by a person or a body of persons 
towards the ________of a public authority.  

4. Taxes on income (on wages, salaries, profits, dividends, rent and interest) and on 
capital are known as “________” taxes.  

5. It is arranged in such a way, that the poorest people pay nothing, and the 
percentage of tax grows greater as the ________’s income grows.  

6. Taxes on commodities or services are known as “_________” taxes.  
7. it is the men and women who buy these imported things in the shops who really 

have to pay the _________, in the form of higher prices. 
8. Businesses are _________ to many forms of taxes.  
9. The various forms of business organizations are not _______ equally. 
10.In the United Kingdom there is no single code of tax law, the body of tax _______ 

being increased by each year’s Financial Act.  
 
XIII. Match the words and their definitions.  

1 tax avoidance A 

a compulsory contribution to state revenue, 
levied by the government on workers' income 
and business profits, or added to the cost of 
some goods, services, and transactions 

2 tax bracket B 
the system by which a government takes 
money from people and spends it on things  
such as education, health, and defence. 

3 tax evasion C someone who lives in another country for 
tax reasons   

4 tax exempt D to introduce a new tax on  something 

5 tax exile E  
to  make the tax go  up 

6 to  abolish tax F when you don't have to pay tax on certain 
income 

7 to impose tax G to cancel a tax 

8 to increase tax H tells you what amount of tax to pay based 
on income 

9 taxation I trying not to pay tax  (legal) 
10 tax J trying riot to pay tax  (illegal) 
 
XIV. Match the words in the right column with the words in the left column to 
make word combinations.  
 
1 compulsory  a the duties 
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2 the expenditure of a public  b profit 
3 the percentage of  c direct 
4 taxpayer’s  d financial contributions 
5 to pay  e revenues 
6 a ……... tax on incomes f legislation 
7 subject to the ……… tax g income 
8 the body of tax  h commodities 
9 federal government’s  i authority 
10 indirect taxes on  j tax 

 
SELF-STUDY 

 

I. Use the correct form of the infinitive in the Complex Object constructions: 
     1. I saw the accountant (to turn) to the secretary and (to say) something. 2. The 
personal assistant didn't expect Director (to come) earlier than she did. 3. Jane never 
heard him (to speak) so much before. 4. The parties considered the matter (to settle). 
 
II. Use the infinitive or the participle in the Complex Object constructions: 
     1. CEO found them (to discuss) the contract we signed the day before yesterday. 
2. Everybody felt the situation (to change), the competition at the market (to get) 
stronger. 3. The Deputy Director wanted the letter (to post) immediately. 4. They 
consider him (to be) an expert on securities markets. 5. When will you have our 
annual report (to prepare)? 
 
III. Complete the following sentences using the Complex Object constructions: 
1. Miss Lant likes to deal with people ... . 2. Accountant General expected us to ... .  
3. Did any of you see Mr Smith ... ? 4. Our CEO didn't expect the partners to ... . 
 
IV. Put the words in the right order to make sentences:  
1) are, "direct ", taxes, on, capital, on, income, known, taxes, and, as. 
2) three, are, taxes, considered to, functions, have. 
3) subject, businesses, to, and, many, individuals, taxes, forms, of, are. 
4) their, individual, own, levy, taxes, states. 
5) simplest, for, the, proprietorship, situation, tax, most, and, partnership, is. 
 
V. Read the text and translate it using the dictionary. 
TEXT 2  

 

TAX  ACCOUNTING  
(An Expert’s comment) 

 

Normal accounting treatment means that a fixed asset has to be written off 
over its useful life. Basically we look at the cost of the item, and take away its 
estimated scrap value. Then we use a depreciation method to write it off. It's five 
years for computers, for example. 
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There are different ways of doing this: straight line, declining balance, sum-
of-the-years’- digits, unit of production, hours of use. If you look at this list, you 
can see a description of each of these methods: 
- The asset is depreciated by a constant amount every year. The depreciation 
expense for each year is calculated by subtracting the salvage value from the 
acquisition cost and then dividing the difference by the useful life of the asset.  
- The depreciation expense is calculated by f irst subtracting the salvage value from 
the acquisition cost. The difference is multiplied by a fractional amount, where the 
denominator and numerator are based on the addition of the figures in the asset’s 
useful life. The depreciation is accelerated by this method, so that the expense is 
greater in the first years. 
- The salvage value is ignored in the calculation, but the asset will not be 
depreciated below this value. 
- The expected usage of the assets is taken into account in the determining the rate 
of depreciation. 
- The expected output of the asset is taken into account in the determining the 
rate of depreciation. 

How is the taxation expense calculated? 
The operating profit minus our interest expenses gives us the profit before 

tax figure. This is the amount which theoretically is then subject to taxation. In 
fact, the taxation amount is just an estimate, because we won't know until much 
later exactly how much tax we'll have to pay. 

What do we do with this estimate? 
In effect, we prepare an interim tax return. It won't be filed, just kept by us 

to justify the taxation expense we include in the P&L. Will this also be audited? 
Yes. And of course the profit after tax is the figure which we can distribute to 
shareholders. 

What do we do when the taxable income differs from the profit before tax? 
We record what happens on the balance sheet. It's either a net deferred tax asset 
or liability. 
 

VI. State which of the sentences are true and which are false: 
      1. Normal accounting treatment means that a fixed asset has to be written off over 

its useful life. 
      2. The depreciation expense for each year is calculated by subtracting the scrap value 

from the acquisition cost and then dividing the difference by the useful life of the 
asset. 

    3. The difference is multiplied by a fractional amount, where the denominator and 
numerator are based on the addition of the figures in the asset’a useful life. 

    4. The expected usage of the assets is ignored in the determining the rate of 
depreciation. 

    5. The operating profit minus our interest expenses gives us the expected output 
of the asset. 

 
 VII. Choose the correct variant a, b, c or d to fill in the gaps: 
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1. Basically we look at the cost of the item, and take away its estimated _______. 
a) salvage value       b) output             c) scrap value               d) usage 

2. The __________ expense is calculated by first subtracting the salvage value from 
the acquisition cost. 

a) taxation            b) depreciation            c) production          d) acquisition 
3. The expected ___________ of the asset is taken into account in the 

determining the rate of depreciation. 
a) geographic        b) demographic         c) behavioral        d) output 

4. The operating _________ minus our interest expenses gives us the profit 
before tax figure. 

a) output          b) profit          c) cost              d) expense 
5. And of course the profit after _________ is the figure which we can distribute 

to shareholders. 
a) depreciation             b) subtracting           c) calculation            d) tax 

 
VIII. Translate the following sentences into English: 

Фінансова робота – система економічних заходів з визначення необхідних 
для безперебійного функціонування обсягів фінансових ресурсів, що  
забезпечать  виконання  планів  економічного  та  соціального  розвитку 
підприємс тва.  

Фінансова робота на підприємстві − це специфічна діяльність, направлена 
на своєчасне і повне забезпечення підприємс тва фінансовими ресурсами для 
самозадоволення його відтворювальних потреб, активної інвестиційної 
діяльнос ті і виконання всіх його фінансових зобов’язань перед бюджетом, 
податковою службою, банками, іншими підприємствами і власними 
працівниками. Предметом фінансової роботи на підприємстві є його фінансові 
відносини і фінансові потоки. Організація фінансових відносин зводиться до 
побудови раціональних схем відносин підприємс тва з партнерами по бізнесу і з  
усіма фінансовими інс титутами держави. 
 
UNIT 13 

CORPORATE FINANCE 
 

CLASS ASSIGNMENTS 
VOCABULARY 
purchase покупка 
payment of expenses оплата витрат  
equity funding власність, майно 
debt funding грошовий фонд по займу 
stock certificate акціонерний сертифікат  
negotiable обіговий 
net assets вартість з відрахуванням зобов'язань 
bond облігація, боргове зобов'язання 



 
 

106 

note боргова розписка  
interest фіксований відсоток 
to pay out виплачувати  
to run a corporation керувати корпорацією  
in flow надходження (капіталу) 
outflow відтік (капіталу) 
inventory інвентар 
supplies ресурси 
debt борг 
goods товари 
loan займ 
to obtain отримувати 
to achieve досягати 
currency валюта 
movable property рухоме майно 
real property нерухоміс ть 
securities цінні папери 
paid services платні послуги 
intellectual property інтелектуальне майно  
investment activity інвес тиційна діяльніс ть 
capital expenditure капіталовкладення 
foreign direct 
investment  

непрямі іноземні інвестиції 

foreign indireсеt 
investment 

непрямі іноземні інвестиції 

managerial control адмініс тративний контроль 
foreign branch закордонне відділення 
multinational enterprise  багатонаціональна кампанія 
transnational транснаціональний 
global corporation всесвітня корпорація 
individual investor  приватний інвестор 
institutional investor інс титуціональний інвестор 
investment management управління портфелем цінних паперів 
 
I. Give English equivalents to the following words and word combinations: 
фінанси корпорацій, випускати акції, власність, обіговий, вартіс ть, залежати від,  
успіх, відсоток, прибутковий, фінансове керівництво, об'єкти корпоративної 
діяльності, іноземні інвестиції. 
 
II. Put the words in the right order to make sentences: 
1. good, at, accounting, he, was 
2. this, 30, was, years, set up, ago, corporation 
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3. corporation, today, is, the, “Green Earth”, in, area, successful, the, most, this 
4. 75, it, markets, has, countries, in 
5. negotiable, notes, are, also, bonds, and 
6. company, the, not, legal, shareholders, are, the, owners, a, of 
7. this, is, corporation, investment, a, profitable, good. 
 
III. Open the brackets. Translate:  

1. (То have been prepared) well for the examination, the student could answer all 
the questions the teacher asked him. 2. (To have lived) in that town all his life, he 
knew it very well. 3. (To be supply) with the goods the main store began to gain 
profit. 
IV. Complete the sentences using Complex Object:  

1. I have never seen ... (а) як проводиться гра на біржі; ... (б) як вона рекламує 
нову продукцію. 2. I would like ... (а) щоб ця фірма підписала з нами угоду; ... 
(б) щоб німецький федеральний банк надав нам довідку. 3. We didn't expect ... 
(а) що цей метод професійного навчання виявиться таким напрочуд 
ефективним; ... (б) продані акції виростуть у ціні. 
 

V. Read the text and retell it: 
TEXT 1  

 

INVESTMENTS 
 

In economic science investment is a capital expenditure on physical productive 
assets: machinery, factory buildings, roads, bridges, houses, and stocks. Real 
investments generally involve some kind of tangible assets. Users of capital, from 
government to every kind of industrial or commercial joint-stock company, all 
depend for the supply of their f inancial resources on those who are willing to invest 
their funds, or investors. 

Investment is closely associated with other aspects of economic order such as 
the role of financial centers, labour migration, and the regime of international trade 
prevailing at the time. 

There are two main channels for investment: foreign direct investment and 
foreign indirect investment. 

Foreign direct investment occurs when citizens of one nation (the “home” 
nation) acquire managerial control of economic activities in some other nation (the 
“host” nation). Setting up a foreign operation through a joint venture, establishment 
of a foreign branch or the purchase or formation of a foreign subsidiary are examples  
of foreign direct investment. Firms controlling activities in several nations have 
become known as “multinational enterprises”, “transnational corporations”, and 
“global corporations”. 

The process of supplying capital to a foreign institution, through a loan or  
purchase of stock, without sharing in the institutions management is foreign indirect 
investment. 

In financial circles, individuals or households that own securities are known as 
individual investors. Along with them, there are institutional investors. Institutional 
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investors are a group of investors who have funds to invest as a consequence of the 
conduct of their business. The group includes insurance companies, banks, 
investment trusts, financial and industrial companies. The recent years have 
witnessed a concentration of financial power in the hands of institutional investors. 
The majority of investments are in common stock and corporate and government 
bonds. 

Small shareholders who do not have enough money to invest in a wide-range 
portfolio buy shares in investment trusts. Investment trust is a public corporate body 
which invests funds in a wide range of stocks and shares, thus “spreading the risk” 
more effectively than could be achieved by an individual investor with much smaller  
funds. The capital of the investment trust is derived mainly from public issues of 
debentures, preference shares and ordinary shares, which are quoted on the stock 
exchanges. Investment trusts can be of two types. Open-end investment fund is an 
investment fund that is open in the sense that it issues new shares every time that is 
receives new money from investors - unlike a closed-end investment fund, which 
issues a limited number of shares that are then traded only in a secondary market. 
Closed-end investment companies do not stand ready to purchase their own shares 
whenever one of their owners decide to sell them. Instead their shares are traded 
either on an organized exchange or in the over-the-counter market. 

 

VI. Answer the questions: 
1. What is investment? 
2. What does real investments genertally involve? 
3. What other aspects of economic order is investment closely associated with?  
4. What are the two main channels for investment? 
5. When does foreign direct investment take place? 
6. What is foreign indirect investment? 
7. What are institutional investors? 
8. What institutions handle investment in stock and shares? 
9. What role do institutional investors play? 
10. What are the two types of investment trusts?  
 

VII. Are these sentences true or false? Correct the false sentences: 
1. Real investments generally involve some kind of intangible assets.  
2. In economic science investment is a capital expenditure on physical productive 

assets: machinery, factory buildings, roads, bridges, houses, and stocks.  
3. There are two main channels for investment: foreign direct investment and 

foreign indirect investment.  
4. Foreign indirect investment occurs when citizens of one nation (the “home” 

nation) acquire managerial control of economic activities in some other nation (the 
“host” nation).  

5. Setting up a foreign operation through a joint venture, establishment of a 
foreign branch or the purchase or formation of a foreign subsidiary are examples of 
foreign direct investment.  

6. The process of supplying capital to a foreign institution, through a loan or  
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purchase of stock, without sharing in the institutions management is foreign direct 
investment.  

7. In financial circles, individuals or households that own securities are known as 
institutional investors.  

8. The group of individual includes insurance companies, banks, investment 
trusts, financial and industrial companies.  

9. Institutional investors are a group of investors who have funds to invest as a 
consequence of the conduct of their business.  

10. Investment trust is a public corporate body which invests funds in a wide 
range of stocks and shares, thus “spreading the risk” more effectively than could be 
achieved by an individual investor with much smaller funds.  
VIII. Choose the correct alternative: 

1. In economic science investment is a capital asset/expenditure on physical 
productive assets: machinery, factory buildings, roads, bridges, houses, and stocks. 

2. Real investments generally involve some kind of intangible/tangible assets. 
3. Investment is closely associated with other aspects of economic sector/order 

such as the role of financial centers, labour migration, and the regime of international 
trade prevailing at the time. 

4. There are two main sources/channels for investment: foreign direct investment 
and foreign indirect investment. 

5. Setting up a foreign operation through a joint venture, establishment of a 
foreign branch or the purchase or formation of a foreign subsidiary are examples of 
foreign indirect/direct investment. 

6. The process of investing/supplying capital to a foreign institution, through a 
loan or purchase of stock, without sharing in the institutions management is foreign 
indirect investment. 

7. In financial circles, individuals or households that own securities are known as 
institutional/individual investors. 

8. Small investors/shareholders who do not have enough money to invest in a 
wide-range portfolio buy shares in investment trusts. 

9. Individual/Institutional investors are a group of investors who have funds to 
invest as a consequence of the conduct of their business. 

10. The capital of the investment trust is derived mainly from private/public 
issues of debentures, preference shares and ordinary shares, which are quoted on the 
stock exchanges. 

 
IX. Fill in the blanks with appropriate words: 
 

labour migration     institutional            indirect              channels            individual  
direct                     multinationa       joint-stock          productive       trust 
 

1. Users of capital, from government to every kind of industrial or commercial 
_________ company, all depend for the supply of their financial resources on those 
who are willing to invest their funds, or investors. 

2. In economic science investment is a capital expenditure on physical ________ 
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assets: machinery, factory buildings, roads, bridges, houses, and stocks. 
3. Investment is closely associated with other aspects of economic order such as 

the role of financial centers, ___________, and the regime of international trade 
prevailing at the time. 

4. There are two main ____________for investment: foreign direct investment and 
foreign indirect investment. 

5. Setting up a foreign operation through a joint venture, establishment of a foreign 
branch or the purchase or formation of a foreign subsidiary are examples of foreign 
________ investment. 

6. Firms controlling activities in several nations have become known as 
“_________ enterprises”, “transnational corporations”, and “global corporations”. 

7. The process of supplying capital to a foreign institution, through a loan or  
purchase of stock, without sharing in the institutions management is foreign 
_________ investment. 

8. In financial circles, individuals or households that own securities are known as 
_________ investors. 

9. The recent years have witnessed a concentration of financial power in the hands  
of _________ investors. 

10. Investment _________ is a public corporate body which invests funds in a 
wide range of stocks and shares, thus “spreading the risk” more effectively than could 
be achieved by an individual investor with much smaller funds. 
 

X. Match the words and their definitions.  

1 investment A formerly, a public company whose shares were 
owned by very many people 

2 expenditure B money invested in other countries 

3 tangible assets C a place where stocks and shares are bought and 
sold 

4 subsidiary company D a situation where two or more companies join 
together for one specific large business project 

5 debenture E shares in a company 

6 stock exchange F agreement to repay a debt with fixed interest 
using the company’s assets as security 

7 joint venture G 
a company which is more than 50% owned by a 
holding company, and where the holding com- 
pany controls the board of directors 

8 stock H assets which have a value and actually exist (such 
as buildings, machines, vehicles and fittings) 

9 foreign investments 
 I the placing of money so that it will produce 

interest and increase in value 
10 joint-stock company J the amount of money spent 
 
XI. Match the words in the right column with the words in the left column to 
make word combinations. 
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1 a capital expenditure on  a institutional investors 
2 industrial or commercial  b an organized exchange 
3 the regime of  c a wide range of stocks and shares 
4 managerial control of  d bonds 
5 establishment of  e investment trusts 

6 a concentration of financial power 
in the hands of  f joint-stock company 

7 corporate and government  g a foreign branch 
8 to buy shares in  h economic activities 
9 to invest funds in  i physical productive assets 
10 to be traded on  j international trade 

SELF-STUDY 
 

I. Translate the following word combinations into Ukrainian: 
Capital expenditure, exchange control, multinational enterprise, investment, 
management, foreign direct investment, institutional investor. 
 

II. Make questions to the following answers: 
1. They showed us a model of the new office building 2. The nation’s largest 
convenience store chain has expanded the range of bills it takes payments for to 
include gas and telephone services. 3. Thanks to the efforts of the finance department, 
overheads have been reduced. 4. We have a special technique for answering 
complaints from customers. 
 

III. Find out the verbs that are most commonly used with the following words:  
Money, policy, services, resources, budget, tax, data, funds, accounts. 
 

IV. Read and translate the text: 
TEXT 2  

 

СORPORATE FINANCE 
 

Corporations need f inancing for the purchase of assets and the payment of  
expenses. The corporations can issue shares in exchange for money or property. 
Sometimes it can be called as equity funding. The holders of the shares form the 
ownership of the company.  Each share is represented by a stock certificate, which is 
negotiable. It means that one can buy and sell it. The value of a share is determined 
by the net assets divided by the total number of shares outstanding. The value of the 
share also depends on the company. The greater the success, the more value the 
shares have. 

A corporation can also get capital by borrowing. It is called debt funding. If a 
corporation borrows money, they give notes or bonds. They are also negotiable. But 
the interest has to be paid out whether business is profitable or not. 

When running the corporation, management must consider both the outflow 
and inflow of the capital. The outflow is formed by the purchase of inventory and 
supplies, payment of salary. The inflow is formed by the sale of goods and services. 
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In the long run the inflow must be greater than the outflow. It results in a profit. In 
addition, the company must deduct its costs, expenses, and losses on bad debts, 
interest on borrowed capital and other items. It helps to determine if the financial 
management has been profitable. The amount of risk involved is also an important 
factor. It determines the fund raising and it shows if a particular corporation is a good 
investment. 

All kinds of values invested by the foreign investors into objects оf corporate 
activity and other kinds of activities for obtaining profit or achieving social effect are 
considered to be the foreign investments. Values which can be used for making 
foreign investments include currency, movable and real property, rights to carry out 
economic activity, paid services, securities, rights of intellectual property and other 
values. 
V. Answer the questions: 

1. Why do all corporations need financing? 
2. What does equity funding mean? 
3. What do you know about debt funding? 
4. How is the value of a share determined? 
5. What activities produce an inflow and outflow of capital? 
6. What can happen if an enterprise has a greater outflow of capital than an 

inflow? 
7. Is the amount of risk involved an important factor? Why? 

 
VI. State which of the sentences are true and which are false: 

1. Corporations need f inancing for the purchase of assets and the payment of  
expenses.  

2. The corporations can obtain shares in exchange for money or property.  
3. The value of a share is determined by the net assets divided by the total number 

of shares outstanding.  
4. The inflow is formed by the purchase of inventory and supplies, payment of  

salary.  
5. Values which can be used for making foreign investments include currency, 

movable and real property, rights to carry out economic activity, paid services, 
securities, rights of intellectual property and other values.  

 

VII. Choose the correct variant a, b, c or d to fill in the gaps: 
1. If a corporation ……………. money, they give notes or bonds. 

a) owns           b) lends            c) owes            d) borrows  
2. Corporations need financing for the …………… of assets and the payment of 
expenses. 

a) possession       b) purchase           c) buying           d) aquisition 
3. In addition, the company must ………..its costs, expenses, and losses on bad debts, 
interest on borrowed capital and other items. 

a) add              b) divide                     c) deduct             d) subtract 
4.  It determines the fund ………….and it shows if a particular corporation is a good 
investment. 
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a) raising          b) accumulating             c) rising            d) collecting 
5. All kinds of values invested by the foreign investors into objects оf corporate 
activity and other kinds of activities for obtaining ………….or achieving social effect 
are considered to be the foreign investments. 

a) income             b) revenue                  c) benefit            d) profit 
 
VIII. Translate the following sentences into English: 

Фінансова робота починається із прогнозування динаміки розвитку 
зовнішнього та внутрішнього середовища підприємства. Тобто слід 
спрогнозувати ситуації на ринку, в економіці в цілому, в політичному житті 
країни, поведінку контрагентів, споживачів продукції та ін. За результатами 
отриманих прогнозів складається план (виробничий, фінансовий, 
інвес тиційний). Фінансове планування припускає складання кожним 
підприємс твом фінансового плану, в якому здійснюється розрахунок потреби 
підприємс тва у фінансових ресурсах і джерелах покриття цієї потреби.  
Необхідність фінансового планування зумовлюється невизначеністю 
результатів підприємницької діяльності, обмеженістю ресурсів, постійними 
фінансовими ризиками, багатоваріантністю кінцевих фінансових результатів 
при різних сценаріях організації фінансових відносин і фінансових потоків на 
підприємс тві.  

 
 
UNIT 14 

FINANCE AND FINANCIAL SYSTEM 
CLASS ASSIGNMENTS 

VOCABULARY 
 

public finance(s) державні фінанси 
provision забезпечення 
monetary relations грошові відносини 
turnover обіг 
economic entity економічний суб'єкт 
household  сімейне господарство 
unit of government  державна організація  
surplus  надлишок 
saver вкладник 
borrower позичальник 
intermediary посередник 
thrift institution зберігальна установа 
insurance company страхова компанія 
pension fund пенсійний фонд 
mutual fund взаємний фонд 
finance company фінансова компанія 
comprise включати, вміщати, містити 
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community співтовариство 
benefit користь 
financial flows фінансові потоки  
encouragement підтримка, стимулювання  
goal мета, задача 
maintenance of a stable 
macroeconomic 
environment 

підтримка стабільної економічної ситуації  

estimate смета 
revenue(s) державні прибутки  
ensuing наступний 
fiscal year фінансовий рік 
expenditure витрати 
forecasting прогнозування 
adequate planning  розумне планування  
planning of recurrent 
and capital expenditure  

планування поточних та капітальних витрат  

critically вирішальним чином 
accurate forecast точне прогнозування  
availability наявність 
determination of the 
overall deficit  

визначення, розрахунок загального дифіциту  

macroeconomic impact  макроекономічний вплив  
 

I. Compare the given sentences and their translation into English: 
Mr Jones is said to work here. Кажуть, що містер Джонс тут 

працю.  
International business is known to face 
a number of problems. 

Відомо, що міжнародний бізнес 
стикається з багатьма проблемами. 

 

II. Pay attention to the form of a predicate: 
They seem to study the theory of 
accounting and finance. 

Здається, вони вивчають теорію 
бух обліку та фінансів. 

The business proved to be profitable. Виявилось, що бізнес був 
прибутковим. 

 

III. Read and translate the following sentences:  
     David is supposed to appoint him an accountant of our branch.  
     David is supposed to have appointed him an accountant of our branch. 
     David is supposed to be appointed an accountant of our branch.  
     David is supposed to have been appointed an accountant of our branch. 
 

IV. Find Complex Subject and translate: 
1. This production equipment appears to have been purchased by the finance 
department. 2. Direct distribution channel is known to take an important place in 
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marketing. 3. He was expected to arrive in the evening. 4. Some factors are supposed 
to affect the quality of  products. 5. The macro-marketing is known to be focused on 
the economic welfare of a whole society.  
 

V. Read and translate the text using a vocabulary. Retell the text: 
TEXT 1  

 

FINANCE AND FINANCIAL SYSTEM 
Finance is the provision of money at the time when it is needed. It is a system 

of monetary relations leading to formation, distribution and use of money in the 
process of its turnover between economic entities. 

The financial system is the network of institutions through which firms, 
households and units of government get the funds they need and put surplus funds to 
work. 

Savers and borrowers are connected by financial intermediaries including 
banks, thrift institutions, insurance companies, pension funds, mutual funds, and 
finance companies. 

Finance in an economic system comprises two parts: public finance and 
finance of economic entities. 

Public finance is the provis ion of money (by the community through taxes) to 
be spent by national and local government authorities on projects of national and 
local benefit. It is a collective term for the financial f lows and also the financial 
institutions of the public sector. 

Public finance has the following four functions: a) the provision of essential 
services; b) the encouragement or control of particular sectors of the economy; c) the 
implementation of social policy in respect of social services, and d) the 
encouragement of the growth of economy as a whole. 

The major instrument of any financial system is the budget. In a market-
oriented economy, the budget is the most important tool for achieving national 
priorities and goals through the allocation and distribution of resources, and the 
maintenance of a stable macroeconomic environment. 

The budget is an estimate of national revenue and expenditure for the ensuing 
fiscal year. When expenditure exceeds the revenue the budget has a deficit. 

Revenue and expenditure forecasting is the most fundamental step in the 
process of budget preparation. Adequate planning of recurrent and capital 
expenditure depends critically on an accurate forecast of revenue availability. The 
determination of the expected overall deficit in the public sector and therefore the 
macroeconomic impact of fiscal policy requires accurate forecast of tax collection 
and expenditures. 
 
 VI.  Answer the questions: 

1. What is finance and financial system? 
2. What parts does finance comprise? 
3. What means are savers and borrowers connected by? 
4. What functions does public finance perform? 
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5. What is a country's budget? 
6. What is the function of the budget in a market-oriented economy?  
7. What does adequate planning of recurrent and capital expenditure depend on? 
8. What does the process of budget preparation include? 

 
VII. Are these sentences true or false? Correct the false sentences: 
1. The financial system is a system of monetary relations leading to formation, 
distribution and use of money in the process of its turnover between economic 
entities.  
2. Finance is the provision of money at the time when it is needed.   
3. Savers and borrowers are connected by financial intermediaries including banks, 
thrift institutions, insurance companies, pension funds, mutual funds, and finance 
companies.  
4. Finance of economic entities is a collective term for the f inancial flows and also 
the financial institutions of the public sector.  
5. Finance in an economic system comprises two parts: public finance and finance 
of economic entities.  
6. In a market-oriented economy, the budget is the most important tool for achieving 
national priorities and goals through the allocation and distribution of resources, and 
the maintenance of a stable macroeconomic environment.  
7. The budget is an estimate of national revenue and expenditure for the ensuing 
fiscal year.  
8. When revenue exceeds the expenditure the budget has a deficit.  
9. Revenue and expenditure forecasting is the most fundamental step in the process 
of budget preparation. 
10. The determination of the expected overall revenue in the public sector and 
therefore the macroeconomic impact of fiscal policy requires accurate forecast of tax 
collection and expenditures.  
 
VIII. Choose the correct alternative: 
1. Finance is the supply/provision of money at the time when it is needed. 
2. The financial system is the network of institutions through which firms, 
households and units of government get the funds they need and put excess/surplus 
funds to work. 
3. It is a system of monetary relations leading to formation, distribution and use of 
money in the process of its circulation/turnover between economic entities. 
4. Savers and borrowers are connected by financial institutions/intermediaries 
including banks, thrift institutions, insurance companies, pension funds, mutual 
funds, and finance companies. 
5. Public finance is the provision of money (by the community through 
duties/taxes) to be spent by national and local government authorities on projects of 
national and local benefit. 
6. It is a collective term for the financ ial f lows and also the f inancial institutions of  
the private/public sector. 



 
 

117 

7. In a market-oriented economy, the budget is the most important tool for achieving 
national priorities and goals through the allocation and distribution of resources, and 
the maintenance of a stable microecomic/macroeconomic environment. 
8. When expenditure exceeds the revenue the budget has a proficit/deficit. 
9. Revenue and expenditure forecasting is the most fundamental step in the process 
of budget formation/preparation. 
10. Adequate planning of recurrent and capital expenditure depends critically on an 
accurate forecast of income/revenue availability. 
 
 
 
IX. Fill in the blanks with appropriate words: 
 

comprises                  benefit                fiscal                   provision 
budget                       insurance            entities 
households                public                 tax collection  
 

1. Finance is a system of monetary relations leading to formation, distribution and 
use of money in the process of its turnover between economic ____________.  
2. The financial system is the network of institutions through which firms, 
___________ and units of government get the funds they need and put surplus funds 
to work. 
3. Savers and borrowers are connected by financial intermediaries including banks, 
thrift institutions, ___________companies, pension funds, mutual funds, and finance 
companies.  
4. Finance in an economic system __________two parts: public finance and finance 
of economic entities. 
5. Public finance is the provision of money (by the community through taxes) to be 
spent by national and local government authorities on projects of national and local 
________. 
6. It is a collective term for the financial f lows and also the financial institutions of 
the ________ sector.  
7. Public finance has the following four functions: a) the ________ of essential 
services; b) the encouragement or control of particular sectors of the economy; c) the 
implementation of social policy in respect of social services, and d) the 
encouragement of the growth of economy as a whole.  
8. The major instrument of any financial system is the __________.  
9. The budget is an estimate of national revenue and expenditure for the ensuing 
___________ year.  
10. The determination of the expected overall defic it in the public sector and 
therefore the macroeconomic impact of fiscal policy requires accurate forecast of and 
expenditures.  
 
X. Match the words and their definitions.  
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1 saver A a person who borrows 

2 thrift institution B 
an investment programme funded by shareholders 
that trades in diversif ied holdings and is  
professionally managed 

3 entity C a description or calculation of what will probably 
happen in the future 

4 budget D 
the financing of the goods and services provided 
by national and local government through taxation 
or other means 

5 turnover E a twelve-month period on which taxes are 
calculated 

6 public finance  F a plan of expected spending and income for a 
period of time 

7 mutual fund  G 
a private local bank, savings and loan association 
or credit union, which accepts and pays interest on 
deposits from small investors 

8 fiscal year  H a person who saves money 

9 borrower I the amount of money taken by a business in a 
particular period 

10 forecast J a single separate body or organisation 
 
XI. Match the words in the right column with the words in the left column to 
make word combinations.  
 

1 a system of monetary  a the public sector 
2 finance of economic  b to work 
3 projects of national and  c financial intermediaries 
4 to put surplus funds  d resources 
5 the financial institutions of  e macroeconomic environment 
6 achieving national  f entities 
7 to be connected by  g forecasting 
8 allocation and distribution of  h relations 
9 maintenance of a stable  i priorities and goals 
10 revenue and expenditure  j local benefit 

 
 

SELF-STUDY 
 

I. Use the correct form of the infinitive: 
1. The annual report proved (to be) difficult (to prepare) within such a short period of 
time. 2. He is known (to graduate) from Oxford. 3. I am sure (to ask) this question at 
the meeting tomorrow. 4. He seemed (to watch) the clock for a long time. 
 
II. Translate the following sentences: 
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1. They watched the company dealing with two different levels of the economy.  
2. We heard him explaining something to his son. 3. We saw the firms existing to 
serve customers and the needs of society. 4. I believe them to have come to an 
agreement. 5. I suppose the students to be taking examinations now. 
 
III. Find Ukrainian equivalents to the following words and word 
combinations: 
International monetary system; set of arrangements; Article of Agreement; balance-
of-payment position; to settle accounts; General Agreement on Tariff and Trade; 
Bank for International Settlement; reconcile; discrepancy; adjust. 
 
 
IV. Translate into English using Complex Subject: 
1. Цілком імовірно, що ви зможете отримати відсотки від продажу. 2. Здається, 
Джон знає представника цієї фірми. 3. Барбара виявилась гарним спеціалістом у 
сфері оподаткування. 4. Відомо, що студенти складають іспити двічі на рік. 5. 
Можна вважати, що питання складання річного звіту вирішено. 
 

V. Read the text.  
TEXT 2  

 

MONEY AND BANKING 
Money is a medium of exchange that is generally acceptable by all persons 

within the immediate community. 
Money has various uses in the modern world: it is a measure of the value of  

goods and services, a means of exchanging such goods and services, and a way to 
store up buying power so that one can use it later. As a measure of value it is of the 
very greatest use. If a person works in an office how can his employer know what to 
pay him for his services if there is no generally recognized measure of value? Money 
gives a very useful means of measuring such relative values. Money is also of very 
great use as a means of exchanging goods and services. Considered as a means of  
storing up buying power, money has good and bad points. It can more easily be kept 
a long time than any other things. It takes up very little space, and if you put it in a 
bank it is as safe as anything in this world can be. 

But modern money has some very serious disadvantages as means of storing 
up buying power. In the old days, when money was in the form of silver and gold 
coins, the metal in each was really worth the amount stamped on the coin. But the 
paper in modern paper money and even the metal in most modern coins are worth 
very much less than the amount written on them. As a result the buying power of 
modern money can change very greatly in a short time. The public's need for money 
may increase or decrease on different days of the week, on certain days of the month 
and during different seasons. 

In addition daily, monthly and seasonal changes in the need for money, there 
are changes in need that reflect changes in economic conditions. When economic 
activity is increasing the need for money increases. When economic activity slows 
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down the need for money declines. Thus money's real value can be measured only in 
terms of the amount of goods and services that it will buy. This means that when 
prices and services rise money has less value. When prices fall money has more 
value. 

The State Banking System is a central financial body coordinating and 
supervising the banking system of the country. An important function of the State 
Banking System is to ensure that the economy has enough paper money and coin to 
meet public demand. Paper money and coin are placed in or retired from circulation 
by the National Bank which use depository institutions as channels of distribution.  
Through its ability to influence the supply of money and credit in the economy the 
National Banking System contributes to the attainment of the nation's economic 
goals. 
VI. Answer the questions: 

1.  What are the main uses of money? 
2. What can you say about modern money and its disadvantages'? 
3. Why do people accept money? 
4. What different kinds of money do you know? 
5. What is a central financial body of the country? 
6. What is the important function of the State Banking System? 

 
VII. State which of the sentences are true and which are false: 
1. Money has various uses in the modern world: it is a measure of the value of goods 
and services, a means of exchanging such goods and services, and a way to store up 
buying power so that one can use it later. 
2. Thus money's real value can be measured not only in terms of the amount of goods 
and services that it will buy. 
3. The paper in modern paper money and the metal in most modern coins are worth 
the amount written on them. 
4. The public's need for money may increase or decrease on different days of the 
week, on certain days of the month and during different seasons. 
5. This means that when prices and services rise money has more value. 
 
VIII. Choose the correct variant a, b, c or d to fill in the gaps: 
1. Money is a ……………………  that is generally acceptable by all persons within 

the immediate community. 
a) a measure of value      b)  means of measuring     c) medium of exchange          
d) means of storing up buying power 
2. If a person works in an office how can his …………………… know what to pay 

him for his services if there is no generally recognized measure of value? 
a) executive          b) employer             c) supervisor               d) accountant 
3. Money gives a very useful means of measuring such relative ……………….. 
a) indices       b) numbers      c) amounts       d) values 
4. In the old days, when money was in the form of silver and gold coins, the metal in 

each was really ……………. the amount stamped on the coin. 
a) equal           b) same         c)  similar               d) worth 
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5. An important function of the State Banking System is to ………. that the 
economy has enough paper money and coin to meet public demand. 

a) make           b)  ensure        c)  provide             d) supply 
 
IX. Translate the following sentences into English: 

Поточна фінансова робота полягає у виконанні запланованих результатів 
(показників). По-перше, необхідно мобілізувати фінансові ресурси в обсязі, 
якого вистачатиме на виконання виробничої програми. По-друге, необхідно 
оцінити вартіс ть залучення власного та позикового капіталу та вирішити, яке з  
джерел формування основних та оборотних коштів є найбільш ефективне у 
виробництві. По-третє, необхідно забезпечити своєчасне виконування 
зобов’язань перед ланцюгами фінансової системи (бюджет, фонди цільового 
призначення, постачальники, покупці, фінансовакредитна система). Оперативна 
фінансова робота припускає здійснення заходів, які щодня відстежують 
грошові потоки підприємства, їх доцільність і своєчасність. Дана ділянка 
фінансової роботи припускає пошук найвигідніших партнерів по бізнесу, 
укладання з ними договорів, здійснення всіляких операцій, обґрунтовування 
найбільш прибуткових вкладень коштів підприємства.  
 
 
UNIT 15 

TYPES OF BANKING INSTITUTIONS 
 

CLASS ASSIGNMENTS 
VOCABULARY 
monetary system грошова система 
fiscal policy бюджетна політика 
private sector приватний сектор 
2-tier system двухрівнева система 
representations представництва 
implementation здійснення 
money supply грошові ресурси 
influence вплив 
exchange rate  валютний курс 
intervening втручання 
current account поточний рахунок 
quantity кількість 
lending institutions кредитні установи 
stock exchange фондова біржа 
to charter встановлювати 
to supervise завідувати, контролювати 
merchandise товар 
currency валюта 
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foreign exchange department відділ обміну валюти 
to exchange currency обмінювати валюту 
checking account чековий рахунок 
 to make a loan to smb. надавати позику будь-кому 
account рахунок 
clerk клерк, службовець банку 
current account поточний рахунок 
deposit account депозитний рахунок 
depositor інвес тор 
dividend дивіденд 
draw upon an account          знімати з рахунку 
interest відсоток 
joint stock акціонерний капітал 
loan кредит, займ 
profit прибуток 
reserve резерв, запас 
statement виписка з банківського рахунку 
standing order постійне доручення клієнтів банку 
 
I. Give Ukrainian equivalents of the following: 
Monetary system, fiscal policy, private sector, 2-tier system, central bank, commercial 
bank, implementation, issue coins, intervening, foreign exchange market, to be 
charted, to supervise, loan, merchandise, currency, financial circles, to provide 
services, check, to be accepted.  
 
II. Match and learn the synonyms: 
A: commerce, to generate, to ship, merchandize, to comprise, middleman, to drive,  
entity, to allow, manufacturer;  
B: to let, organization, dealer, producer, to manage, to include, goods, to create, 
trade, to transfer.  
 
III. Translate the following sentences: 

1. In the years since nationalisation the Bank has built the system which was 
developing over 250 years. 

2. The objective of monetary policy continues to be the achievement and 
maintance of price stability. 

3. Monetary policy is connected with the value, supply and cost of money in the 
economy. 

4. The Bank of England has been issuing banknotes for 300 years. 
5. Direct controls on credit are often suggested as an alternative to reliance on the 

price mechanism. 
 
IV. Make up several questions of different types to the sentence. 

Commercial banks are classified into two main groups. 
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V. Read and translate the text: 
TEXT 1  

 
TYPES OF BANKING INSTITUTIONS 

 
The central banking system is a major sector of any modern monetary system. 

It is of great importance to the fiscal policy of the national government and the 
functioning of the private sector. Banks are different in different countries. The 
banking system of many modern states is organized as a 2-tier system. The first tier is 
represented by Central Bank. The second tier consists of commercial banks as well as 
branches and representations of foreign banks. 

Central banks such as the Bank of England, the Federal Reserve Board of the 
USA the Bundes Bank of Germany, the Central Bank of Russia, the National Bank of 
Ukraine function for the government and other banks, not for private customers. They 
are responsible for the implementation of monetary policy and supervision over the 
Banking System. In particular they control the money supply, fix the minimum 
interest rate, and act as lenders of last resort to commercial banks with liquidity 
problems, issue coins and banknotes, influence exchange rates by intervening in 
foreign exchange markets. Dealing with central banks of other countries and 
managing money on an international scale has become an important side of every 
central bank. 

Commercial banks are classified into two main groups. First, there are national 
banks. They are charted and supervised by the government. Secondly, there are state 
banks. They are charted and supervised by the state in which they are operated. All 
commercial banks can make loans to borrowers. The work of commercial bank 
centres on money and financ ial services. The immediate service offered by the bank 
is a receipt for deposit of coins, notes and cheques and the cashing of cheques 
through current account. The commercial banks also account for important 
international institutions like the World Bank. Major commercial banks in such cities 
as Tokyo, Paris, and Rio cooperate with each other. In this way they finance imports 
and exports between countries. An importer buys merchandise from another country 
using the currency of that country. For that purpose he buys this currency from the 
foreign exchange department of the bank. And in the same way if an exporter  
receives foreign money from sales to other countries, he sells this currency to 
commercial bank. By this method the currency of any country can usually be 
exchanged. 

There are several funds in the central banking system. The Exchange 
Equalisation Account is the name of the fund in which are held the gold and foreign 
currency. The managers of the fund have the task of intervening in the free market for 
foreign currency, so as to influence the price of inland money in line with 
Government policy. 

The Federal Reserve System or “Fed” as it is known in financial circles, an 
independent agency of Congress of the USA founded in 1913. The system consists of 
twelve Federal Reserve banks and a board of governors. Members of the Fed’s board 
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governors are appointed by the President of the United Stases and confirmed by the 
Senate. The Fed performs three major functions. It provides services to the banking 
system and the federal government; stabilizes the banking system; and it controls the 
quantity of money circulation. The most important service of the Fed is check 
clearing or making sure that checks written on one bank can be accepted at any other 
bank in the country. 

 
VI. Answer the questions: 

1. How is the banking system of many modern states organized? 
2. What are central banks responsible for? 
3. What kinds of commercial banks do you know? 
4. What does the work of a commercial bank centre on? 
5. What services do commercial banks offer? 
6. How can the currency of any country usually be exchanged? 
7. What is the structure of the Federal Reserve System? 
8. What is the most important service of the Fed? 
9. What is the difference between a Central Bank and a commercial bank? 
10. What is the Exchange Equalisation Account? 

 
VII. Are these sentences true or false? Correct the false sentences: 
1. The central banking system of great importance to the fiscal policy of the national 
government and the functioning of the public sector.  
2. The banking system of many modern states is organized as a 2-tier system.  
3. Commercial banks are responsible for the implementation of monetary policy and 
supervision over the Banking System.  
4. Dealing with central banks of other countries and managing money on an 
international scale has become an important side of every central bank.  
5. Central banks control the money supply, fix the minimum interest rate, and act as 
lenders of last resort to commercial banks with liquidity problems, issue coins and 
banknotes, influence exchange rates by intervening in foreign exchange markets.  
6. All central banks can make loans to borrowers.  
7. The immediate service offered by the bank is a receipt for deposit of coins, notes 
and cheques and the cashing of cheques through current account.  
8. The Federal Reserve System or “Fed” is the name of the fund in which are held the 
gold and foreign currency.  
9. The Federal Reserve System consists of twelve Federal Reserve banks and a board 
of governors.  
10. The most important service of the Exchange Equalisation Account is check 
clearing or making sure that checks written on one bank can be accepted at any other 
bank in the country.  
 
VIII. Choose the correct alternative: 
1. The central banking system is a major sector of any modern financial/monetary 
system. 
2. It is of great importance to the fiscal policy of the national government and the 
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functioning of the public/private sector. 
3. The second tier consists of state/commercial banks as well as branches and 
representations of foreign banks. 
4. Dealing with central banks of other countries and managing money on an 
international scale has become an important side of every commercial/central bank. 
5. National banks are charted and supervised by the state/government. 
6. State banks are charted and supervised by the state in which they are 
registered/operated. 
7. The immediate service offered by the bank is a receipt for deposit of coins, notes 
and cheques and the cashing of cheques through checking/current account. 
8. There are several accounts/funds in the central banking system. 
9. Members of the Fed's board governors are appointed by the President of the 
United Stases and confirmed by the Congress/Senate. 
10. It provides services to the financial/banking system and the federal government; 
stabilizes the banking system; and it controls the quantity of money circulation. 
 

IX. Fill in the blanks with appropriate words: 
 

loans liquidity branches central 
monetary currency commercial  
account fiscal banking  
 

1. The central banking system is of great importance to the _______policy of the 
national government and the functioning of the private sector.  
2. The second tier consists of commercial banks as well as ________and 
representations of foreign banks.  
3. They are responsible for the implementation of _______policy and supervis ion 
over the Banking System.  
4. In particular they control the money supply, fix the minimum interest rate, and act 
as lenders of last resort to commercial banks with _______problems, issue coins and 
banks notes, influence exchange rates by intervening in foreign exchange markets.  
5. The commercial banks also ________for important international institutions like 
the World Bank.  
6. An importer buys merchandise from another country using the ______of that 
country.  
7. All commercial banks can make _________to borrowers.  
8. Dealing with central banks of other countries and managing money on an 
international scale has become an important side of every ________bank.  
9. And in the same way if an exporter receives foreign money from sales to other 
countries, he sells this currency to _________bank.  
10. It provides services to the banking system and the federal government; stabilizes  
the __________system; and it controls the quantity of money circulation.  
 
X. Match the words and their definitions.  
 

1 fiscal policy A a figure which shows the percentage of the 
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capital sum borrowed or deposited which is 
to be paid as interest. 

2 foreign exchange market B the amount of money which exists in a 
country 

3 liquidity C 
a figure that expresses how much a unit of  
one country’s currency is worth in terms of 
the currency of another country 

4 free market D money placed in a bank for safe keeping or to 
earn interes 

5 monetary policy E the policy of a government regarding 
taxation and revenues 

6 cheque F cash, or the fact of having cash or assets 
which can be changed into cash 

7 deposit G 

a market in which there is no government 
control of supply and demand, and the 
rights of individuals and organisations 
to physical and intellectual property are 
upheld 

8 exchange rate H 
a note to a bank asking them to pay money 
from your account to the account of the 
person whose name is written on the note 

9 money supply  I 
the government’s policy relating to finance, 
e.g. bank interest rates, taxes, government 
expenditure and borrowing 

10 interest rate J a market where people buy and sell foreign 
currencies 

 
XI. Match the words in the right column with the words in the left column to 
make word combinations.  
1 the fiscal policy of  a supply 
2 quantity of money  b interest rate 
3 branches and representations of  c banknotes 
4 the implementation of  d exchange markets 
5 to control the money  e foreign banks 
6 to fix the minimum  f through current account 
7 to issue coins and  g inland money 
8 intervening in foreign  h monetary policy 
9 the cashing of cheques  i the national government 
10 to influence the price of  j circulation 
 

SELF-STUDY 
I.  Using suffixes -cation, -cate, -ment, -ion, -ance, -ature, etc., give nouns 

which are related to the following verbs: 
accept                             prefer                    signify                   invest 
certify                             present                  sign                        pay 
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circulate                          regulate                 identify                 endorse         
denominate                      settle                     transact  
    
II. Choose the necessary modal verb (can, may, must, have to, to be to) and 
put it in the sentence: 
1. Off-even pricing______undoubtedly produce favorable psychological 
effect on a consumer. 
2. I spoke to the chief. Now you ________ change the credit term. 
3. They are very talented specialists. I think they______design the new 
line very quickly. 
 
 
4. The situation has changed, so we_______start with specially low 
prices. 
5. We _______ choose price emphasis policy for this item. 
 

III. Read the text. Retell the text: 
TEXT 2  

 

THE STRUCTURE AND FUNCTIONS OF A BANK 
 

By definition, banks are institutions which accept money from people for safe 
keeping, lending it out to others, but particularly creating money by lending their  
credit or by making loans and advances to customers. Banks have branches in all the 
major towns and a similar structure and mode of working is common for them all.  
The owners are the shareholders. At the outset they provide the necessary capital.  
They are all organized on the joint stock principle and are registered public 
companies. The Chairman and Board of Directors are elected by the ordinary 
shareholders at the Annual General Meeting and are responsible for the eff icient 
management of the bank. The Board is concerned with the overall policy of the bank 
and the major decisions, which put the policy into effect. 

The Board may appoint a Managing Director who is directly responsible to 
them and a member of the Board. They will also appoint the most senior executives  
who in turn appoint the rest of the clerical staff who will be responsible in different 
capacities for the day running of the bank. 

The essence of bank activities is the collection of depos its through current 
account and deposit accounts and the use of these funds to provide loans or funds for 
investment. The current account is the one commonly held and is drawn upon by 
cheques and standing orders. The deposit account is more in the nature of a savings 
account. The pattern of investment which a bank decides upon is crucial because, on 
the one hand, the bank must use the funds wisely to make the profit and on the other 
hand, funds must be available for depositors to withdraw when they wish to do so. 

At the end of each business year the Directors recommend and the annual 
Great Meeting decide how much of the profit should be distributed to the 
shareholders as dividend and now much should be retained in the business. In 
preparation for the Annual General Meeting a bank published its Report and 
Accounts. These must be sent to every shareholder and are also available for anyone 
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with an interest in the affairs of the bank. From the published accounts shareholders 
can easily determine the total profits the bank has earned and how much is available 
for distribution. 

 
IV. Answer the questions: 
1. What is the definition of a bank? 
2. Who are shareholders? 
3. How are all the banks organized and registered? 
4. How are the Chairman and Board of Directors elected? 
5. What’s the Board’s task? 
6. Who hires the employees? 
7. What are the bank’s main activities? 
8. What are the current and the deposit accounts? 
9. How are the profits distributed? 
10. How are the shareholders kept informed? 

 
V. State which of the sentences are true and which are false: 
1.  Banks have branches in some of the major towns and a similar structure and mode 
of working is common for them all. 
2.  Banks are all organized on the joint stock principle and are registered public  
companies. 
3.  The Annual General Meeting is concerned with the overall policy of the bank and 
the major decisions, which put the policy into effect. 
4.  The essence of bank activities is the collection of deposits through current account 
and deposit accounts and the use of these funds to provide loans or funds for 
investment. 
5.  The current account is more in the nature of a savings account. 

 
VI. Choose the correct variant a, b, c or d to fill in the gaps: 
1.The people who decide the general policy of the bank are …………….. 
a) shareholders     b) the board of directors     c)the executive staff   d) employees 
2.The bank’s financial position can be discovered from ………….. 

a) a report      b) an announcement       c) a statement      d) accounts 
3.Bank profits kept back for later use are ………….. 

a) withdrawals       b) surplus      c) retained profits    d) interest rates 
4.Earnings remaining after all the expenses of a business activity 
have been paid are ………….. 

a) dividend          b) interest rates          c) capital          d) profit 
5.Money which one person allows another to use for a specified time 
and which will then be returned is ……………… 

a) investment       b) loan        c) interest       d) deposit 
 

VII. Translate the following sentences into English: 
Контрольно-аналітична робота покликана здійснити порівняння фактичних 

результатів роботи підприємства із запланованими результатами і 
проконтролювати дотримання ним діючих норм, ставок, тарифів. На даній 
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ділянці фінансової роботи здійснюється критична оцінка доцільності всіх 
напрямів витрачання підприємством фінансових ресурсів, аналіз джерел їх 
формування, а також робиться висновок про ступінь його адаптації до ринкових 
умов господарювання. Аналіз і контроль за результатами діяльності 
підприємс тва дають змогу оцінити ефективніс ть планування правильніс ть 
складання прогнозів, виявити «проблемні» місця у фінансово-господарській 
діяльнос ті, скоректувати план виробництва, знайти додаткові ринки збуту,  
виявити резерви потужності та ін. Результати контролю та аналізу 
використовуються, зазвичай, керівництвом для прийняття заходів з поліпшення 
фінансової та господарської роботи в наступному періоді. 

 
UNIT 16 

BASICS OF PRICE 
 

CLASS ASSIGNMENTS 
VOCABULARY 
credit terms  кредитні умови 
delivery  поставка 
trade-in-allowance  сума грошей, відданих за стару річ та 

врахована в рахунок купівлі нової 
to expect очікувати, розраховувати 
to offer пропонувати 
deal-making process процес переговорів  
settle a price домовитися про ціну 
reasonable прийнятний 
to arise (arose, arisen)  виникати 
to cover cost  покривати витрати 
to persue unsound price policies  вести нерозумну цінотворну 

політику  
supply and demand  пропозиція та попит  
price competition  конкуренція в ціноутворенні  
to handle  керувати, регулювати  
product-line  асортимент продукції  
to set prices  встановлювати ціни  
appropriate  відповідний 
competing seller  конкуруючий продавець  
prices rise  підвищення цін 
profits expand  збільшення прибутку  
ultimately  в кінці кінців  
pricing  ціноутворення 
measure of value  міра вартос ті 
superior product  продукт найвищого класу 
competitive technique  конкурентоспроможна технологія 
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monetary  грошовий 
discount  знижка 
exchange transaction  біржова угода 
communicative device комунікативний прис трій 
vulnerable уразливий 
to insulate ізолювати 
business executive  керівник 
sales personnel management  управління персоналом продажів 
internal business factor  внутрішній фактор бізнесу 
environmental factor  фактор навколишнього середовища 
cost  вартість 
pricing objective  цінова мета 
to survey обстежити 
pressure тиск 

 
I. Translate the sentences paying attention to the italicized words: 
1. He sold the house at a good price. 2. It must be done at any price. 3. You can’t 
put a price on that sort of loyalty. 4. This restaurant is a bit pricey for me. 5. The 
government usually sets prices for public utility services. 6. Ask the builder to give 
you a price for the work. 7. I can’t afford it at that price. 8. Fresh strawberries are 
now available at a price. 9. The price of cigarettes is set to rise again. 10. These 
goods are priced too high. 11. What price all your promises now? 12. You look 
absolutely priceless in that hat. 13. Supply and demand determine prices in a market 
economy. 14. In a free market price is determined by the market forces of demand 
and supply.  
 
II. Find equivalents: 
 

to determine a value низькі ціни 
market economy високі ціни 
relatively stable ринкова економіка 
price system ринкова рівновага 
low prices з цієї причини 
adjustment process визначати вартість 
market equilibrium цінова система 
high prices процес регулювання 
to come about відносно стабільний 
for this reason конкуренція 
free enterprise новий рівень цін 
competition вільне підприємництво 
new level of prices впливати на ціни 
affect the prices з’являтися 
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III. Memorize the following word-combinations. Use them in the sentences of 
your own: 
 

at a price /at a high cost – за високою ціною 
contract price – договірна ціна 
cost price – собівартість 
free-market price – ціна за умов вільної конкуренції 
price control – контроль над цінами 
price level – рівень цін 
prices and incomes policy – політика цін і доходів 
pricing – калькуляція цін 
purchase price – купівельна ціна 
 
retail/wholesale price – роздрібна/оптова ціна 
security price – курс цінних паперів 
share/stock prices – курс акцій, біржовий курс 
to keep the prices down – не допускати підвищення цін 
to set/fix a price – призначати ціну 
 
IV. Give the corresponding nouns to the following verbs: 
a) to offer, to process, to supply, to change, to demand, to care, to price, to tax, to 
cost, to produce, to increase, to market, to state;  
b) to consume, to differ, to select, to decide, to divide, to sell, to execute, to define, to 
depreciate, to lease, to operate, to pay, to analyze.  
 
V. Read and translate the text: 
TEXT 1  

 
THE ROLE AND DEFINITION OF PRICE 

 

Price is one of the four Ps in the marketing mix, where it plays several important 
roles: 

1. Price is a communicative device. Prices are one way in which marketers 
communicate with their customers. The prices charged by a marketer help create the 
image of the marketer’s business in the eyes of the customer.  

2. Price is a measure of value. It is often an indicator of value to the customer. 
There are many cases in which the higher-priced product is really a superior product. 
The difference in price reflects the fact that better materials and more careful 
manufacturing techniques have been used to create the higher-priced product. 

3. Price is a competitive technique that is why there are very few products or 
services on the market today that are not vulnerable to price competition from other 
sources. Even when the products or services involved are recognized brands 
representing quality, brand loyalty is seldom strong enough to insulate them from 
competition with less expensive products and services of similar value. 

Now that we have examined the many roles that price plays in the marketing 
process, it is time to give the definition of price. 
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Price is the amount of money (or the equivalent amount in product or service 
values) for which anything is bought, sold, or offered for sale. Price is an important 
concept for both the buyer and the seller. It is the value that is placed on any product 
or service. 

Price is influenced by the quantity and quality of the product or service 
purchased, the quantity of value (monetary and non-monetary) given up, the 
premiums or discounts that are offered and accepted, the exchange transactions, and 
the type of payment. 
 
VI. Answer the questions: 
1. What important roles are played by price? 
2. What helps a marketer to create the image of the marketer’s business in the eyes 
of the customer? 
3. What does the difference in price reflect? 
4. Is brand loyalty strong enough to insulate recognized brands from competition 
with less expensive products and services of similar value? 
5. What is price? 
6. What factors influence price formation? 
 
VII. Are these sentences true or false? Correct the false sentences: 
1. Even when the products or services involved are recognized brands representing 
quality, brand loyalty is seldom strong enough to insulate them from competition 
from less expensive products and services with similar value.  
2. Price is influenced by the quantity and quality of the product or service 
purchased, the quantity of value (monetary and non-monetary) given up, the 
premiums or discounts that are offered and accepted, the exchange transactions, and 
the type of payment.  
3. Customers often do not use price as an indicator.  
4. Prices are one way in which customers communicate with their marketers.  
5. Price is the amount of money (it is not equal to product or service values) for 
which anything is bought, sold, or offered for sale.  
6. The difference in price reflects the fact that better materials and more careful 
manufacturing techniques have been used to create the higher-priced product.  
7. Price is an important concept for the buyer.  
8. Price is a competitive technique that is why there are very few products or 
services on the market today that are not able to price competition from other 
departments.  
9. The prices charged by a marketer help create the image of the marketer’s business 
in the eyes of the customer.  
10.  There are no cases in which the higher-priced product is really a superior  
product.  
 
VIII. Choose the correct alternative: 
1. Price is one of the four Ps in the marketing mix, where it plays several/severe 
important roles.  
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2. Price is a communicative source/device.  
3. It is the value/charge that is placed on any product or service. 
4. Price is the amount of money (or the equivalent amount in product or service 
values) for which anything is bought, sold, or offended/bothered/offered for sale. 
5. The difference in price reflects the fact that better materials and more careful 
manufacturing techniques have been used to create the higher-priced/lower-priced 
product. 
6. Price is influenced by the quantity and quality of the product or service purchased, 
the quantity of value (monetary and non-monetary) given up, the premiums or 
discounts that are offered and accepted, the exchange 
transactions/translations/transitions, and the type of payment. 
7. Price is a measure/mean of value. 
8. Price is an important contempt/concept for both the buyer and the seller. 
9. Price is often an indicator of value to the customer/seller. 
10. Even when the products or services involved are recognized brands representing 
quality, brand loyalty/entity is seldom strong enough to insulate them from 
competition from less expensive products and services with similar value.  

 
IX. Fill in the blanks with appropriate words: 
 

offered reflects charged measure 
purchased device concept competitive 
brand loyalty superior product 
 

1. Even when the products or services involved are recognized brands representing 
quality, ______________ is seldom strong enough to insulate them from competition 
from less expensive products and services with similar value. 
2. There are many cases in which the higher-priced product is really a 
______________ . 
3. Price is a communicative ______________ . 
4. The prices ______________ by a marketer help create the image of the 
marketer’s business in the eyes of the customer. 
5. Price is the amount of money (or the equivalent amount in product or service 
values) for which anything is bought, sold, or ______________ for sale.  
6. Price is influenced by the quantity and quality of the product or service 
______________ , the quantity of value (monetary and non-monetary) given up, the 
premiums or discounts that are offered and accepted, the exchange transactions, and 
the type of payment. 
7. The difference in price ______________ the fact that better materials and more 
careful manufacturing techniques have been used to create the higher-priced product. 
8. Price is a ______________ technique that is why there are very few products or 
services on the market today that are not vulnerable to price competition from other 
sources. 
9. Price is an important ______________ for both the buyer and the seller.  
10.  Price is a ______________ of value.  
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X. Match the words and their definitions.  
 

1 monetary A the percentage by which the seller reduces the 
full price for the buyer 

2 objective B something which you hope to achieve 

3 personnel C an attempt to force a customer to buy 
something he or she does not really want 

4 quantity survey D all the people who work for an organization 
or at a particular location 

5 factor E the act of giving one thing for another; a 
market for shares, commodities, futures, etc. 

6 discount F a person in a business who takes decisions, a 
manager or director 

7 high-pressure sales 
technique G 

the process of calculating the amount of  
materials and cost of labour needed for a 
construction project 

8 transaction H a purchase or sale of shares 
9 exchange I referring to money or currency 

10 executive J 

something which is important, or which is 
taken into account when making a decision; a 
number used in multiplication to produce 
another number 

 
XI. Match the words in the right column with the words in the left column to 
make word combinations.  
 

1 charged  a device 
2 the difference  b in price 
3 to be vulnerable  c from competition 
4 recognized  d to price competition 
5 the exchange  e by a marketer 
6 to insulate smth.  f technique 
7 quantity  g transactions 
8 communicative  h brands 
9 competitive  i payment 
10 the type of  j of value 

 
SELF-STUDY 

 

I. Complete the text using words from the box.  
 

bargain fair premium signif icance unique 
costs points sensitive solutions  
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When deciding on the price of a product or service you have to consider the 
product or service itself. For example, does it have __________ benefits? Does the 
consumer have any alternative __________? What is the monetary __________ of 
the product or service? You also have to think about the possibility of complementary 
__________, and how price __________ the consumers are to these and the product 
or the service cost.  

Then you need to think about the pricing strategy and how this relates to the 
brand. For a luxury brand it is essential to follow a __________ pricing strategy in 
order to maintain a brand image. A low price would not be suitable for a brand such 
as Cartier. 

Finally, you need to carry out a price test to check the price __________ you are 
considering. The __________ is the amount that the consumer is prepared to pay for 
the product or service. A __________ price is a low price that may be used during 
special offers or for promotional prices. 
 
II. Replace the Ukrainian words and phrases by suitable English equivalents 
in the correct form. Retell the passage: 
 

(Для того щоб купити) foreign products or services, or (інвестувати) in other  
countries, (компанії) and individuals may first (купити валюту) of the country with 
which they are doing business. Generally, (експортери) prefer to be paid for their  
(товари та послуги) either in their own (валюті) (Japanese in yen and Germans in 
marks) or in U.S. dollars, which are accepted (у всьому світі). For example, when 
the French buy (нафту) from Saudi Arabia, they may (платити) in U.S. dollars, not 
French francs or Saudi dinars, even though the United States is not involved in the 
transaction. The foreign exchange market, or "FX" market, is where (купівля та 
продаж) of different currencies takes place. (Ціна) of one currency in terms of 
another country’s currency is called (валютний курс).  
 
III. Round-table discussion. The question on the agenda is “Prices in a market 
economy”. Questions for discussion: 
 the role of prices in a market economy; 
 in a market economy prices act as signals; 
 how prices answer the What, How and Who questions in a market economy; 
 explain the Law of Diminishing Marginal Utility and give examples; 
 the rationing effect of prices; 
 the production-motivating function of prices. 
 
IV. Read the text and retell it: 

 

TEXT 2  
 

PRICE AND PRICING 
 

All products and all services have prices. The price depends on different 
factors such as credit terms, delivery, trade-in-allowance, guarantees, quality and 
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other forms of service which price can produce the biggest profit during a long 
period of time. Through most of history, prices were set by buyers and sellers 
communicating with each other: sellers asked for a higher price than they expected to 
get, and buyers offered less than they expected to pay. So, through deal-making 
process they settled a reasonable price. 

The necessity of setting one price for all buyers arose with the development of  
large-scale retailing at the end of the 19th century. In modern business a price is the 
only element in the marketing mix that produces revenue: the other elements 
represent cost. It is hardly possible to determine such a price. The price may be too 
high to produce a large volume or too low to cover costs. No other area of marketing 
operations has been a subject to bad practice. Many businesses pursue unsound price 
policies for long periods of time and are not aware about it. 

Prices can be determined in different ways. For example, the prices of meat, 
cotton and other agricultural prices can be decided in large central market where 
forces of supply and demand exist. This is pure price competition. The prices en 
industrial products are usually decided by large companies. Companies handle 
pricing in variety of ways. 

In small companies prices are often set by top management rather than by the 
marketing or sales department. In large companies pricing is typically handled by 
divisional and product-line managers. In industries where pricing is a key factor 
companies often establish a pricing department to set prices or assist others in 
determining appropriate prices. This department reports either to the marketing 
department or top department. Other who influence the pricing are sales managers, 
production managers, finance managers and accountants. 

As a rule the amounts and price of goods sold to large number of buyers is  
controlled by a few competing sellers. Prices also can be set by the government, 
usually for different public services - railroads, electricity, manufactured gas, bus 
services, etc. 

If demand increases, prices rise, profits expand and new investment is 
attracted. But other factors may be involved as well. Prices are related to each other 
in different ways. Ultimately, everything is related in price, since the consumer can 
buy and must pay for everything out of a particular, limited amount of money. 

 
V. Answer the questions: 

 

1. Which factors does a price depend on? 
2. How were prices set long ago? 
3. Whaen did the necessity of setting one price for all buyers arise? 
4. In what way are agricultural products prices decided? 
5. How are industrial products usually priced? 
6. How do companies handle pricing? 
7. What are the functions of a pricing department? 
8. How are the amounts and price of goods sold to large number of buyers  
controlled? 
9. Why does the government usually set the prices for public utility services? 
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10. Why is everything related in price? 
 
VI. State which of the sentences are true and which are false: 
 

1. The price depends on differentfactors such as credit terms, delivery, trade-in-
allowance, guarantees, quality andother forms of service which price can produce the 
biggest profit during a long period of time. 
2. The necessity of setting one price for all buyers arose with the development of  
large-scale retailing at the end of the 18th century. 
3. In modern business a price is one of the elements in the marketing mix that 
produces revenue: some other elements represent cost. 
4. Many businesses pursue unsound price policies for long periods of time and are 
not aware about it. 
5. In large companies pricing is typically handled by top management. 
 
VII. Choose the correct variant a, b, c or d to fill in the gaps: 
1. Through deal-making process buyers and sellers settled a ____________ price. 
a) adequate                b) reasonable            c) average                  d) acceptable 
2. Many businesses pursue unsound ________ policies for long periods of time and 
are not aware about it.  
a) financial                b)  overall           c) price                   d) monetary 
3. In large companies pricing is typically handled by divisional and __________. 
a) top management        b) product-line managers       c)  sales department 
d) pricing department 
4. As a rule the amounts and price of goods sold to large number of buyers is 
controlled by a few ___________ sellers. 
a) cooperating           b) coworking            c) competing             d) coordinating 
5. Ultimately, everything is related in price, since the _________ can buy and must 
pay for everything out of a particular, limited amount of money.  
a) client           b) consumer               c)  customer            d) contractor 
 
VIII. Translate the following sentences into English: 

Найважливішими задачами фінансової роботи підприємс тва є регулювання 
грошових потоків у цілях своєчасного фінансування витрат і зобов’язань; 
управління реалізацією продукції і послуг, оперативний контроль за 
надходженням виручки від реалізації; управління основним і оборотним 
капіталом, розробка заходів щодо збереження оборотних коштів, їх 
ефективного викорис товування; підтримка ліквіднос ті та платоспроможності 
підприємс тва; мобілізація і зростання грошових накопичень, підвищення 
рентабельнос ті. Управління потоками грошових коштів припускає розробку 
плану руху грошових коштів, облік і аналіз грошових потоків. Початковим 
етапом управління грошовими потоками є передбачення руху грошових 
ресурсів у конкретних періодах для забезпечення безперервного 
функціонування підприємства. Воно зв’язано з прогнозами розвитку 
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виробничих і інших параметрів всіх видів діяльності, а також організацією 
фінансових взаємостосунків підприємства з своїми партнерами і державою.  

 
 
UNIT 17 

PRICING STRATEGIES 
 

CLASS ASSIGNMENTS 
VOCABULARY 
credit terms  кредитні умови 
delivery  поставка 
trade-in-allowance  сума грошей, відданих за стару річ 

та врахована в рахунок купівлі 
нової 

to expect очікувати, розраховувати 
to offer пропонувати 
deal-making process процес переговорів  
settle a price домовитися про ціну 
reasonable прийнятний 
to arise (arose, arisen)  виникати 
to cover cost  покривати витрати 
to persue unsound price policies  вести нерозумну цінотворну 

політику  
supply and demand  пропозиція та попит  
price competition  конкуренція в ціноутворенні  
to handle  керувати, регулювати  
product-line  асортимент продукції  
to set prices  встановлювати ціни  
appropriate  відповідний 
competing seller  конкуруючий продавець  
prices rise  підвищення цін 
profits expand  збільшення прибутку  
ultimately  в кінці кінців  
pricing  ціноутворення 
revenue доходи, прибуток 
to assess оцінювати 
regulatory регуляторний 
guideline директива 
target market цільовий ринок 
cost-oriented pricing strategy стратегія ціноутворення, 

орієнтована на вартість 
demand-oriented орієнтований на попит 
competition-oriented орієнтований на конкуренцію 
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price floor  найнижча ціна 
price ceiling  найвища ціна («цінова стеля») 
to utilize використовувати 
in accordance with у відповідності до 
product life cycle (PLC)  життєвий цикл продукту 
product area  товарний розділ, товарна сфера 

діяльнос ті фірми 
surplus  надлишок, прибуток 
to reduce prices  знижувати ціни 
volume обсяг, випуск 
approach підхід 
to cut back скоротити, зменшити 
 
 
I. Study the following examples: 
a) If a company raises its price, it will actually sell more… 
b) The less elastic the demand, the more profitable it is for the seller to raise the 
price. 
 
Now use the phrases below to complete the sentences: 
Cause Effect 
companies raise wages production costs increase 
production costs increase prices rise 
prices rise demand falls 
demand falls sales decrease 
sales decrease production falls 
 

1. If the company raises wages, ..... 
2. The more the production costs increase, ..... 
3. If prices rise, ..... 
4. The more demand falls, ..... 
5. If sales decrease, ..... 
 
II. Match each term in Column A with its definition in Column B: 

A B 
1. free enterprise a) Money value of a good or service. 
2. price system b) A s ituation where the quantity demanded is 

greater than the quantity supplied. 
3. shortage c. An economic system based on the private 

ownership of property, competition and the profit 
motive. 

4. market price  
 

d. Economic system in which resources are 
allocated as a result of the forces of supply and 
demand. 

5. surplus  e. A consumer’s willingness and ability to buy a 
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 product or service at a particular time and place. 
6. purchasing power  
 

f. The price of a good or service at which the 
quantity demanded matches the quantity supplied. 

7. price  
 

g. A situation where the quantity supplied is greater 
than the quantity demanded. 

8. market 
equilibrium 

h. A situation where prices are relatively stable and 
there is neither a surplus nor shortage in the market. 

 
III. Fill in the blanks with prepositions or adverbs if necessary: 
1. Prices play an important role ... all economic markets.2. Prices act as signals ... a 
market economy.3. A high price is a signal...producers to produce...and...buyers to 
buy ... .4. Prices serve as a link... producers and consumers. 5. Prices favour neither... 
the producer nor ... consumer. 6. Prices come... as a result...competition...buyers and 
sellers.7. The price system ... a market economy is flexible.8. Unforeseen events can 
affect... the prices...some... items. 9. The sellers come...the market hoping...high 
prices. 10. Market equilibrium is a situation where prices are stable and there is  
neither ... a surplus nor a shortage...the market. 
 
IV. Read and translate the text: 
TEXT 1  

 

PRICING STRATEGIES  
 

Price is perhaps the most important of the four Ps of marketing, since it is the 
only one that generates revenue for a company. Price is most simply described as the 
amount of money that is paid for a product or service. When establishing a price for a 
product or service, a company must first assess several factors regarding its potential 
impact. Commonly reviewed factors include legal and regulatory guidelines, pricing 
objectives, pricing strategies, and options for increasing sales. 

It is important to remember that price is a major factor in determining how  
profitable a product or service can be. If you find the price that is “right” for the 
target market, your product or service will have a better chance to be profitable.  
There are three possible strategies that one may follow to determine the r ight price 
for the product. 

1. When a cost-oriented pricing strategy is used, all costs for manufacturing the 
merchandise, all service costs are computed first. Then the desired profit margin is  
added to determine the price. 

2. Demand-oriented pricing utilizes consumer desires and demand in the setting 
of individual prices. 

3. When a competition-oriented pricing strategy is used, price is set in 
accordance with the prices charged by competitors. These prices can be below, equal 
to, or higher than the prices of the competition, depending on the differences in the 
products or services involved. 

4. Combined-oriented strategies. When prices are set, marketers often combine 
these three strategies when making their pricing decis ions. The cost-oriented strategy 
can help them identify the price f loor. They then can apply the demand-oriented 
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strategy and “bracket” an acceptable price by determining the price ceiling. Finally,  
they can examine competitive pricing to be assured of selecting the right price. 

 
V. Answer the questions: 
1. Which of the four Ps generates revenue for a company? 
2. What should a company first do when establishing a price for a product or service? 
3. What do commonly reviewed factors include? 
4. What is a major factor in determining how profitable a product or service can be? 
5. What are the three possible strategies to determine the right price for the product? 
6. What is a cost-oriented pricing strategy? 
7. What is a demand-oriented pricingstrategy? 
8. What is a competition-oriented pricing strategy? 
9. When do marketers often combine these three strategies? 
 
VI. Are these sentences true or false? Correct the false sentences: 
1. Price is described as the amount of money that is paid for a product or service. 
2. When a cost-oriented pricing strategy is used, all costs for manufacturing the 
merchandise are not computed at all. 
3. It is important to remember that price is a major factor in determining how 
profitable a product or service can be. 
4. When prices are set, marketers never combine these four strategies when making 
their pricing decisions. 
5. The cost-oriented strategy can help them identify the price ceiling. 
6. Consumer-oriented strategies can determine competitive pricing to be assured of 
selecting the right price. 
7. Volume is most simply described as the amount of money that is paid for a product 
or service. 
8. When establishing a price for a product or service, a company must first assess 
several factors regarding its potential impact. 
9. Legal and regulatory guidelines, pricing objectives, pricing strategies, and options  
for increasing sales include commonly reviewed factors. 
10. If you find the price that is “r ight” for the target market, your product or service 
will have a better chance to be profitable. 
 
VII. Choose the correct alternative: 
1. Price is perhaps the most important of the four Ps of marketing, since it is the only 
one that generates revenue/loss for a company. 
2. The desired profit margin/curve is added to determine the price. 
3. Combined-oriented strategies can examine competent/competitive pricing to be 
assured of selecting the right price. 
4. Prices can be below, equal/above to, or higher than the prices of the competition,  
depending on the differences in the products or services involved. 
5. Combined-oriented strategies can apply the demand-oriented strategy and 
“bracket” an acceptable price by determining the price ceiling/selling/sailing. 
6. When a competition-oriented pricing strategy is used, price is set in accordance 
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with the prices changed/charged by competitors. 
7. Demand-oriented pric ing utilizes/analyzes consumer desires and demand in the 
setting of individual prices. 
8. There are some strategies that one may follow to concern/determine the right 
price for the product.  

 
VII. Fill in the blanks with appropriate words:  
 

equilibrium salesman demand-oriented margin 
power  funded 
ceiling exceeds gain occur 
 
1. The project is completely ______________ by private enterprise. 
2. A ___________ should know the prices of all the products he is selling. 
3. An economic surplus is related to money, and it reflects a ___________ in the 
expected income from a product. 
4. Purchasing ___________ parity is used worldwide to compare the income levels. 
5. The ____________ price is the price of a good or service when the supply of it is  
equal to the demand for it in the market. 
6. A shortage is a situation in which demand for a good or service ___________ the 
available supply. 
7. If the price ___________ is set below the market price, then a "shortage" is  
created; the quantity demanded will exceed the quantity supplied. 
8. Economic efficiency may be said to ___________ when an action creates more 
benefits than costs. 
9.  The desired profit ___________ is added to determine the price. 
10. They then can apply the ___________ strategy and “bracket” an acceptable 
price by determining the price ceiling. 

 
VIII. Match the words and their definitions.  
 

1 approach A more of something than is needed 

2 maturity  B an unofficial suggestion from the government as to how 
something should be done 

3 four P’s C 
the amount added to a normal price or rate for a product 
or service; free gift offered to a prospective purchaser as 
an inducement to make a purchase 

4 utilize D to use something 
5 guideline E an act of getting in touch with someone with a proposal 

6 surplus F the price of a product or service that does not include any 
extras 

7 volume G 
a simple way of summarizing the essentials of the 
marketing mix, which are Product, Price, Promotion and 
Place 

8 basic price  H the market in which a company is planning to sell its 
goods 
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9 premium  I 
the third stage in a product life cycle when a product is 
well established in the market though no longer enjoying 
increasing sales, after which it will start to decline 

10 target market J a quantity of items; the quantity of shares traded on a 
stock market 

 
X. Match the words in the right column with the words in the left column to 
make word combinations.  
 

1 to generate  a floor 
2 the amount  b of money 
3 regarding  c product or service 
4 to establish  d a price 
5 profit  e pricing 
6 competition-oriented  f revenue 
7 to be charged  g its potential impact 
8 profitable  h pricing strategy 
9 price  i by competitors 
10 competitive  j margin 

 

SELF-STUDY 
 

I. Translate the sentences into Ukrainian: 
1. It is difficult to set prices without sound price policy. 
2. I decided to buy a new car at this company because they offered 
the best trade-in allowance on my old model. 
3. They must research supply and demand before they start to 
produce the new item. 
4. The brand of cell phones that your store sells is inexpensive. 
5. Many people are interested only in the low price and not in the 
extra services. 
 
II. Choose the necessary modal verb (can, may, must, have to, to be to) and put 
it in the sentence: 
6. Off-even pricing ............. undoubtedly produce favourable psychological effect on 
a consumer. 
7. I spoke to the chief. Now you .......... change the credit term. 
8. They are very talented specialists. I think they ............ design the new line very 
quickly. 
9. The situation has changed, so we ............ start with especially low prices. 
10.We ................. choose price emphasis policy for this item. 
 
III. Martin is organizing a meeting to discuss the prices for the cable Internet 
package. Put the following sentences in the correct order to complete email: 
 

Hi team, 
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1. Could you have a look and let me know if there’s anything you’d like to add or  
change? 
2. As you probably know, we need to think about scheduling a meeting to discuss our 
pricing strategy for our new cable Internet package. 
3. Hope you all had a nice weekend. 
4. Please let me know if you can attend by the end of the day. 
5. How about next Tuesday at 9 p.m.? 
6. I’m also attaching an outline of what I’d like to talk about. 
 
Thanks for your help. 
Regards,  
Martin 
 
IV. Read the text and translate it using a dictionary: 
TEXT 2  

 
FACTORS INFLUENCING PRICING DECISIONS  

Pricing is a major marketing strategy. In the mid-1960s pricing was the sixth most 
important marketing activity out of 12 activities ranked by business executives. It was 
considered less important than product research and development, marketing 
research, sales personnel management, advertising and sales promotion planning, and 
customer services. However, when business executives were surveyed again in the 
mid-1970s, pricing was named the most important of the 12 activities. 

Both internal business factors and environmental factors enter into pricing 
decisions. 

 
 
 
 
 

 
 
 
 
 
 
 
 
 
 

Illustration. Influences of pricing decisions 

Factors inside the firm that influence pricing decisions inc lude costs, control, 
profit, pressures, and pricing objectives. These factors cause frequent changes in 
pricing decisions. They are interacting factors. Increasing costs may cause decreasing 
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profits, a change in pricing objectives may cause an increase in costs, and profit 
pressures may cause a change in pricing objectives. 

Environmental pricing factors include increased competition, rapid technological 
progress, changes in supply and demand, a changing legal environment, and better  
informed customers. 

 
V. State which of the sentences are true and which are false: 
1. Environmental pricing factors include increased competition, rapid technological 
progress, changes in supply and demand, a changing legal environment, and better  
informed customers.  
2. Only internal business factors rather than environmental factors can enter into 
pricing decisions.  
3. Decreasing costs may cause decreasing profits, a change in pricing objectives  
may cause an increase in costs, and pricing objectives may cause a change in profit 
pressures.  
4. In the mid-1980s pricing was the sixth most important promotion activity out of 
12 activities ranked by business executives. 
5. Factors inside the f irm that influence pricing decisions include costs, control, 
profit, pressures, and pricing objectives. 
6. Pricing is a minor marketing strategy. 
 
VI. Choose the correct variant a, b, c or d to fill in the gaps: 
1. These interacting factors cause ..................... changes in pricing decisions.  
a) vulnerable            b) frequent            c) invisible              d) violent 
2. Both ……………….. business factors and environmental factors enter into 
pricing decisions. 
a) internal             b)  external              c) promotional        d) pricing 
3. Environmental pricing factors include increased competition, .................... 
technological progress, changes in supply and demand, a changing legal environment, 
and better informed customers. 
a) solid              b) liquid               c) vivid            d) rapid 
4. When business executives were ……………….. again in the mid-1970s, pricing 
was named the most important of the 12 activities. 
a) surveyed         b) conveyed                 c)  betrayed          d) obeyed 
5. It was considered less important than product research and development,  
marketing research, sales ……………….. management, advertising and sales  
promotion planning, and customer services.  
a) personal                 b) personnel                  c) PR            d) CEO 
 
VII. Translate the following sentences into English: 
 

Фінансова політика підприємства це сукупність заходів в облас ті 
організації фінансових відносин з метою здійснення своїх функцій і задач,  
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відображених у с тратегії і тактиці розвитку з урахуванням зовнішніх і 
внутрішніх умов функціонування підприємства.  

Розрізняють політику доходів і політику витрат:  
– політика доходів направлена на максимізацію фінансових надходжень;  
– політика витрат на оптимізацію викорис товування мобілізованих 

фінансових ресурсів з метою задоволення потреб підприємс тва.  
Вироблення фінансової політики підприємства направлено на визначення 

основних задач, рішення яких необхідне для формування адекватної ринковим 
умовам системи управління фінансами підприємства, а також пошуку шляхів і 
способів їх рішення. 

 
 
 
UNIT 18 

INTERNATIONAL MONETARY SYSTEM 
 

CLASS ASSIGNMENTS 
VOCABULARY 
International monetary system  міжнародна валютна система 
International monetary 
institutions  

міжнародні фінансові організації 

exaggeration    перебільшення 
affect впливати 
channel    канал, шлях 
transmit  передавати, відправляти 
impact  впливати 
employment opportunities  вакансії 
thrive  процвітати 
weaken  послабляти 
movement in the exchange rate  зміна валютного курсу 
to leave smb. worse off  ставити будького в невигідне становище 
imposition of controls  ведення контролю (обмежений) 
capital movements  рух капіталу 
interdependence  взаємозалежність 
set of arrangements  сукупність домовленостей, заходів 
national boundaries  державні межі 
pattern  структура, характер  
adjust  регулювати, корегувати  
to be governed (by)  бути відрегульованим  
Articles of Agreement  устав 
to afflicted with problems  бути обтяженим проблемами  
discrepancy  розходження, протиріччя  
reconcile  примірювати  
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balance-of-payments position  стан платіжного балансу  
to settle accounts  регулювання рахунку  
in broad terms  в широкому розумінні 
adjustment  виправлення 
establishment and alteration of 
exchange rates  

встановлення та змінення обмінних курсів 

payments imbalances  нерівновага платежів 
 

I. Put in the suitable form of Infinitive given in brackets (Passive or Active): 
1. The lecturer wants_____. The student wants _____ (to understand, to be 
understood). 
2. We expected the meeting ______ next month. He expected ______the attention of 
the audience (to hold, to be held). 
3. Some changes had _________. He wanted ______ some changes in the project (to 
make, to be made). 
4. There were a lot of things ______. He was nowhere ________.(to see, to be seen). 
 
II. Match the two parts of the sentences: 
 

1. Monsanto used a public relations  
company to promote their 

a) policy-makers concerning regulations  
for exploiting reserves in Antarctica. 

2. The report confirmed that lobbying 
does influence the political dec ision-
making 

b) interests in the EU. The f irm 
organized a vis it to the headquarters in 
the United States. 

3. An opposition party spokesman fears 
the campaign 

c) process in the UK. 

4. The oil industry is lobbying 
government to influence 

d) donations from big business influence 
government policy. 

 
III. Choose the correct words from the brackets to complete the report from a 
pressure group: 
 

We are continuing our campaign to (1) ……………… (mobilize/ advise/ corrupt) 
public opinion. Following the (2) ……………… (fact sheet/ rally/ outside lobbying) 
in the town centre, we are organizing a further letter-writing (3) ……………… 
(conference/ campaign/ release) to keep up pressure on our local politicians. Our 
press (4) ……………… (release/ contributions/ code) generated three articles in the 
local newspapers. We are getting advice on media (5) ……………… (training/ 
bribing/ testimony) so that we will be more convincing when speaking to the press. 
 
IV. Find the Passive Voice in the next sentences. Translate them into Ukrainian: 
4. Most of public expenditure is financed through taxation and government  
borrowing. 
5. The international Monetary Fund is considered to be  one  of the most 
influential multinational institutions stimulating international trade and 
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maintaining balance-of-payment equilibrium. 
6. In 1986 there was a most sharp fall in world oil prices. 
 
V. Read and translate the text:  
TEXT 1  

 

INTERNATIONAL MONETARY SYSTEM 
 

There is little exaggeration in saying that international monetary cuts affect all 
іndividuals as workers, consumers, travelers, businessmen producing goods for 
national or foreign markets, and investors at home or abroad. The channels which 
transmit the impact of monetary events to people in their various roles in society are 
numerous. 

Employment opportunities for some workers are improved when exports thrive 
and are weakened for other workers when foreign products compete effectively in 
price or quality with national output. A movement in the exchange rate may benefit 
an individual in one of his roles but leave him worse off in another. The individual as  
a consumer may have a different view of and a different interest in what happens in 
the international monetary sphere from that of the individual as a worker. 

Bus iness activity is heavily influenced by international monetary conditions  
affecting prices, exchange rates, interest rates, imposition of controls on exports or 
imports or on capital movements. 

Interdependence among nations has intensified lately, thus there is great 
interest in the functioning of the international monetary system. The international 
monetary system is a set of arrangements, rules, practices, and institutions under 
which payments are made and received for transactions carried out across national 
boundaries. The international monetary system is concerned not only with the supply 
of international money but with the relationships among the hundred or so currencies 
of individual countries and with the pattern of balance-of-payments relationships and 
the manner in which they are adjusted and settled. 

International monetary relations are governed by rules of the Articles of 
Agreement of the International Monetary Fund and also by agreements and 
consultations among nations through other international institutions : the General 
Agreement on Tariffs and Trade (GATT), the Organization for Economic 
Cooperation and Development (OECD), the Bank for International Settlements (BIS), 
the United Nations Conference on Trade and Development (UNCTAD), the World 
Bank Group and other organizations. 

The international monetary system is afflicted with problems. The main reason 
is that the nations that partic ipate in it are politically independent but economically 
and financially interdependent. 

This discrepancy determines the functions of the international monetary 
system; at its best, the system acts to reconcile the conflicting economic policies of 
its politically independent members.  
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In order to perform this reconciling function, the system is concerned, first, 
with how nations act to influence their balance-of payments positions, with their  
policies that affect exchange rates. 

The system is concerned, second, with how nations settle their accounts with 
one another. Third, the system is concerned with the amount and form of 
international money. 

In broad terms, the international monetary system involves the management, in 
one way or another, of three processes: 

1) the adjustment of balance-of-payments positions, including the 
establishment and alteration of exchange rates. 

2) the financing of payments imbalances among countries by the use of credit 
or reserves; and 

3) the provision of international money. 
In the past, most Europeans regarded their bank with the same affection that 

turkeys reserve for Christmas. 
In all member states of the European Community, there was in effect a cartel of 

local banks, which all charged their customers the same high (and often unexplained) 
fees for looking after their money. The government of the member states regulated 
most things their banks did, in particular by setting the minimum interest rate at 
which they could lend money, and the most they could pay depositors. 

Banks have been forced to change by several forces. First, and most powerful, 
has been deregulation. The introduction of the single European market means that a 
bank legally established in one member state of the European Union can now open 
branches and sell its services in other member state. That means French banks can 
offer Germans credits to buy a house; British banks are competing for Spanish 
savings; and an Italian bank can lend money to a Greek who wants to buy a car. The 
results of these changes is that European banking has become far more competitive,  
offering customers more choice and forcing banks to work harder. 
 
VI. Answer the questions: 
1. What do international monetary cuts affect? 
2. What is business activity heavily influenced by? 
3. What is the international monetary system? 
4. What is the international monetary system concerned with? 
5. How are International monetary relations governed? 
6. What kind of problems is the international monetary system afflicted with? 
7. What are the functions of the international monetary system? 
8. What should the international monetary system iconsider in order to perform the 
reconciling function? 
9. What does the international monetary system involve?  
10. What are the results of the introduction of the single European market? 
 
VII. Are these sentences true or false? Correct the false sentences: 
1. There is great exaggeration in saying that international monetary cuts affect all 
іndividuals as workers, consumers, travelers, businessmen producing goods for 
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national or foreign markets, and investors at home or abroad. 
2. Employment opportunities for some workers are improved when exports thrive 
and are weakened for other workers when foreign products compete effectively in 
price or quality with national output. 
3. The individual as a consumer may have a different view of and a different interest 
in what happens in the international monetary sphere from that of the individual as a 
worker. 
4. Business activity is hardly influenced by international monetary conditions  
affecting prices, exchange rates, interest rates, imposition of controls on exports or 
imports or on capital movements. 
5. The international monetary system is concerned only with the supply of  
international money rather than with the relationships among the hundred or so 
currencies of individual countries and with the pattern of balance-of-payments 
relationships and the manner in which they are adjusted and settled. 
6. International monetary relations are governed by rules of the Articles of  
Agreement of the International Monetary Fund and also by agreements and 
consultations among nations through other international institutions : the General 
Agreement on Tariffs and Trade (GATT), the Organization for Economic 
Cooperation and Development (OECD), the Bank for International Settlements (BIS), 
the United Nations Conference on Trade and Development (UNCTAD), the World 
Bank Group and other organizations. 
7. The main reason is that the nations that participate in it are politically 
interdependent but economically and financ ially independent. 
8. In order to perform this reconciling function, the system is concerned, first, with 
how nations act to influence their balance-of payments positions, with their policies  
that affect exchange rates. 
9. In broad terms, the international monetary system involves the management, in 
one way or another, of four processes. 
10. The introduction of the single European market means that a bank legally 
established in one member state of the European Union can now open branches and 
sell its services in other member state. 
 
VIII. Choose the correct alternative: 
1. The channels which transmit the impact of monetary/financial events to people in 
their various roles in society are numerous. 
2. A movement in the exchange course/rate may benefit an individual in one of  his  
roles but leave him worse off in another. 
3. Interdependence/independence among nations has intensified lately, thus there is 
great interest in the functioning of the international monetary system. 
4. The international monetary system is a set of arrangements, rules, practices, and 
institutions under which payments are made and received for 
transactions/operations carried out across national boundaries. 
5. The international monetary system is concerned not only with the supply/volume 
of international money but with the relationships among the hundred or so currencies 
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of individual countries and with the pattern of balance-of-payments relationships and 
the manner in which they are adjusted and settled. 
6. The international monetary system is afflicted/affected with problems. 
7. The international monetary system acts to reconcile/regulate the conflicting 
economic policies of its politically independent members. 
8. In all member states of the European Community, there was in effect a 
cartel/corporation of local banks, which all charged their customers the same high 
(and often unexplained) fees for looking after their money. 
9. The government of the member states regulated most things their banks did, in 
particular by setting the minimum exchange/interest rate at which they could lend 
money, and the most they could pay depositors. 
10. The results of these changes is that European financing/banking has become far 
more competitive, offering customers more choice and forcing banks to work harder. 
 
IX. Fill in the blanks with appropriate words: 
 

monetary                independent             compete              branches              benefit  
interdependence    transactions        deregulation          balance-of-payments 

 

1. Employment opportunities for some workers are improved when exports thrive and 
are weakened for other workers when foreign products _________effectively in price 
or quality with national output. 
2. A movement in the exchange rate may __________ an individual in one of his 
roles but leave him worse off in another. 
3. The individual as a consumer may have a different view of and a different interest 
in what happens in the international __________sphere from that of the individual as  
a worker. 
4.  ________ among nations has intensified lately, thus there is great interest in the 
functioning of the international monetary system. 
5.  The international monetary system is a set of arrangements, rules, practices, and 
institutions under which payments are made and received for ________ carried out 
across national boundaries. 
6. The international monetary system is concerned not only with the supply of 
international money but with the relationships among the hundred or so of individual 
countries and with the pattern of _________relationships and the manner in which 
they are adjusted and settled. 
7. This discrepancy determines the functions of the international monetary 
system; at its best, the system acts to reconcile the conflicting economic policies of 
its politically _________ members. 
8. First, and most powerful, has been _________. 
9. The introduction of the single European market means that a bank legally 
established in one member state of the European Union can now open _________and 
sell its services in other member state. 
 
X. Match the words and their definitions.  
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1 interest rate A same as capital flow 

2 output B 
a figure that expresses how much a unit of  
one country’s currency is worth in terms of 
the currency of another country 

3 to reconcile C money in coins and notes which is used in a 
particular country  

4 to channel  D the reduction of government control over an 
industry 

5 branch E the act of giving money in exchange for  
goods or a service 

6 payment F to send in a certain direction 

7 currency G to make two financial accounts or statements 
agree 

8 capital movement H the local office of a bank or large business, or 
a local shop which is part of a large chain 

9 deregulation I 
a figure which shows the percentage of 
the capital sum borrowed or deposited 
which is to be paid as interest. 

10 exchange rate J the amount which a company, person or 
machine produces 

 
XI. Match the words in the right column with the words in the left column to 
make word combinations.  
 

1 to compete effectively in  a economic policies 

2 the functioning of the 
international  b international money 

3 the pattern of balance-of-
payments  c payments imbalances 

4 to reconcile the conflicting  d banks 
5 policies that affect  e interest rate 
6 the amount and form of  f establishment and alteration 
7 the financing of  g exchange rates 
8 a cartel of local  h relationships 
9 setting the minimum  i price or quality 
10 __________of exchange rates j monetary system 

 
SELF-STUDY 

 

I. Match the term and the right definition: 
 

1) risk                             4) to distinguish            7) bond             9) portfolio 
2) foreign exchange        5) currency                     8) rate             10) to convert     
3) equity                          6) adverse 
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– money in a foreign currency  
– the system of money used in a country  
– a fixed charge, payment or value 
– the possibility of meeting danger or of suffering harm or loss 
– to recognise the difference between people or things  
– a certificate issued by a government or a company acknowledging that money 

has been lent to it and will be paid back with interest 
– a set of investments owned by a person, bank, etc.  
– to change from one form or use to another  
– the value of the shares issued by a company; the ordinary stocks and shares that 

carry no fixed interest  
– not favourable, contrary, opposing, harmful 

 
II. Read and translate the text: 
TEXT 2  

 

THE FOREIGN EXCHANGE AND CAPITAL MARKETS 
 

The foreign exchange market is a market for converting the currency of one 
country into that of another country. An exchange rate is simply the rate at which one 
currency is converted into another. Without the foreign exchange market international 
trade and international investment on the scale that we see today would be 
impossible; companies would have to resort to barter. The foreign exchange market is 
the lubricant that enables companies based in countries that use different currencies 
to trade with each other. 

The rate at which one currency is converted into another typically changes over 
time. Currency fluctuations can make seemingly profitable trade and investment deals  
unprofitable, and vice versa. 

In addition to altering the value of trade deals and foreign investments, 
currency movements can also open or shut export opportunities and alter the 
attractiveness of imports. While the existence of foreign exchange markets is a 
necessary precondition for large-scale international trade and investment, the 
movement of exchange rates over time introduces many risks into international trade 
and investment. Some of these risks can be insured against by using instruments 
offered by the foreign exchange market, such as the forward exchange contracts 

Thus, the foreign exchange market serves two main functions. The first is to 
convert the currency of one country into the currency of another. The second is to 
provide some insurance against foreign exchange risk, by which we mean the adverse 
consequences of unpredictable changes in exchange rates. To explain how the market 
performs this function, we must first distinguish among spot exchange rates, forward 
exchange rates, and currency swaps. 

A capital market br ings together those who want to invest money and those 
who want to borrow money. Those who want to invest money are corporations with 
surplus cash, individuals, and non bank financ ial institutions (e.g., pension funds, 
insurance companies). Those who want to borrow money are individuals, companies, 
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and governments. In between these two groups are the market makers. Market 
makers are the financial service companies that connect investors and borrowers, 
either directly or indirectly. They include commercial banks and investment banks. 

Commercial banks perform an indirect connection function. They take depos it 
from corporations and individuals and pay them a rate of interest in return. They then 
loan that money to borrowers at a higher rate of interest, making a profit from the 
difference in interest rates. Investment banks perform a direct connection function. 
They bring investors and borrowers together and charge commissions for doing so. 
 
III. State which of the sentences are true and which are false: 
1. The rate at which one currency is converted into another typically remains  
unchangeable over time. 
2. The foreign exchange market is a market for converting the currency of one 
country into that of another country. 
3. In addition to alter ing the value of trade deals and foreign investments, currency 
movements can also open or shut export opportunities and alter the attractiveness of 
imports. 
4. While the existence of foreign exchange markets is a necessary precondition for 
large-scale international trade and investment, the movement of exchange rates over 
time introduces few risks into international trade and investment. 
5. A capital market provides some insurance against foreign exchange risk, by which 
we mean the adverse consequences of unpredictable changes in exchange rates. 
 
IV. Choose the correct alternative: 
1. The ____________market is the lubricant that enables companies based in 
countries that use different currencies to trade with each other. 
a) capital        b) stock           c)  foreign exchange         d) securities 
2. In addition to alter ing the value of  trade deals and foreign investments, currency 
_________ can also open or shut export opportunities and alter the attractiveness of 
imports. 
a) fluctuations      b) changes       c) flows                d) movements 
3. A capital market brings together those who want to ________money and those 
who want to borrow money. 
a) lend            b) invest            c) deposit                  d) save 
4. __________banks perform an indirect connection function. 
a) national           b)  investment                 c) commercial           d) central 
5. . An ______rate is simply the rate at which one currency is converted into 
another.  
a) spot exchange          b) forward exchange         c) interest           d) exchange 

 
V. Translate the following sentences into English: 

Фінанси підприємства нерозривно пов’язані з правовим і податковим 
середовищем країни. Держава регулює діяльність підприємства за допомогою 
різноманітних методів, у тому числі законодавчих актів. Тому розглядання 
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впливу правового та податкового середовища на діяльність господарюючих 
суб’єктів є невід’ємною частиною при вивченні фінансів підприємс тва. 
Розглядаючи один із аспектів функціонування підприємства – основні форми 
організації бізнесу – ми аналізуємо їх переваги та недоліки. Заглиблюючись у 
вивчення другого аспекту – податкового середовища, не будемо намагатись 
стати експертами, але ми сподіваємось в основному розібратися в тому, яким 
чином різні фінансові рішення, з іштовхуються з податковою системою 
держави. Правове середовище характеризується системою законів і інших 
нормативних актів, регулюючих торгову, виробничу, фінансову, податкову, 
інноваційну й інвестиційну сфери діяльнос ті підприємс тва.  
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TEXTS FOR ADDITIONAL READING 
 

Text 1.  BUDGETING IN BUSINESS 
 
A budget is a financial plan. Specifically, a budget sets forth management's 

expectations for revenues and, based on those financial expectations, allocates the use 
of specific resources throughout the firm. You may live under a carefully constructed 
budget of your own. A business operates in the same way. A budget becomes the 
primary basis and guide for financial operations in the firm. 

Budgeting is the principle activity in the planning function that all managers of 
successful firms must do in order to meet desired results. Just as managers use 
forecasts to approximate income from sales, they must also forecast the future 
availability of major resources, including people, raw materials, energy, and money. 
Techniques for forecasting resources are the same as those employed to forecast 
sales: hunches, market surveys, time-series analysis, and econometric models. The 
only difference is that the manger is seeking to know the quantities and prices of 
goods that can be purchased rather than those to be sold. A very close relationship 
exists between budgeting as a planning technique and budgeting as a control 
technique. During the planning phase of management, f irms forecast future 
allocations of resources for business activities. After the organization bas been 
engaged in activities for a time, actual results are compared with the budgeted 
(planned) results and may lead to corrective action. This is the management function 
of controlling. 

The budgeting process is complex in nature, derived from the management's 
objectives for the organization to the final financial budgeted balance sheet 
formulated. Sales forecasts play a key role in the budgeting process. It consists of a 
forecast of quantities sold and forecast of dollar income expected. All other budgets 
are related to it either directly or indirectly. The production budget, for example, must 
specify the materials, labour, and other manufacturing expenses required to support 
the projected sales level. Similarly, the marketing expense budget details the costs 
associated with the level of sales activity projected for each product in each sales 
region. Administrative expenses also must be related to the predicted sales volume.  
The projected sales and expenses are combined in the f inancial budgets, which 
consist of pro forma financial statements, inventory budgets, and the capital additions  
budget. 

Most firms compile yearly budgets from short-term and long-term financial 
forecasts. There are usually several budgets established in a firm: 

 An operating budget 
 A capital budget 
 A cash budget 
 A master budget 
Forecast data are based on assumptions about the future. If these assumptions 

prove wrong, the budgets are inadequate. So the usefulness of financial budgets 
depends mainly on the degree to which they are flexible to changes in conditions. 
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Two principle means exist to provide flexibility: variable budgeting and moving 
budgeting. Variable budgeting provides for the possibility that actual output changes 
from planned output. It recognizes that variable costs are related to output, while 
fixed costs are unrelated to output. Thus, if actual output is 20 percent less than 
planned output, it does not follow that actual profit will be 20 percent less than that 
planned. Rather, the actual profit varies, depending on the complex relationship 
between costs and output. Furthermore, moving budgeting is the preparation of a 
budget for a fixed period (say, one year), with periodic updating at f ixed intervals  
(such as one month). For example, a budget is prepared in December for the next 12 
months, January through December. At the end of January, the budget is revised and 
projected for the next 12 months, February through January. In this manner, the most 
recent information is included in the budgeting process. Premises and assumptions 
are constantly being revised as management learns from experience. 

In addition, budgets can sometimes lead companies to overlook critical 
variables such as quality and customer service. Often, their decision-making process 
is based solely on numbers and dollars, and wrong moves can turn into lost profit. To 
combat this, companies set up guidelines that include the necessity to plan first, 
budget later: budget for managers, not accountants: measure output, not input; and 
design budgets to protect against dispute between departments. 

Budgets are an important activity crucial to a managers’ success in maintaining 
the bottom line of a company. Without them, it would be the equivalent to walking 
through a mine field without sight. Eventually, you're going to be blown out of the 
way by competing firms. 

 
QUESTIONS 
1. What is a budget and what is it based on? 
2. Why do sales forecasts play a key role in the budgeting process? 
3. What are the components of the budgeting process? 
4. How many kinds of budgets do you know? What are they? 
5. Describe the two principle means providing flexibility: variable budgeting and 
moving budgeting. 
6. Is there any difference between a budget and a financial plan? 
7. What is the importance of making a budget? 

 
Text 2.  ACCOUNTING  

 
Some people mistakenly think of accounting as a highly technical field which 

can be understood only by professional accountants. Actually, nearly everyone 
practices accounting in one form or another on an almost daily basis. Accounting is 
the art of interpreting, measuring, and describing economic activity. Whether you are 
preparing a household budget, balancing your checkbook, preparing your income tax 
return, or running General Motors, you are working with accounting concepts and 
accounting information. 

Accounting has often been referred to as “the language of business”. This 
language finds expression in profit and loss statements, balance sheets, budgets, 
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investment analysis, and tax analysis. Accounting information is the means by which 
firms communicate their financial position to the providers of capital - investors, 
creditors, and government. It enables the providers of capital to assess the value of 
their investments, or the security of their loans, and to make decisions about future 
resource allocations. Accounting information is also the means by which firms report 
their income to the government, so the government can assess how much tax the firm 
owes. It is also the means by which the firm can evaluate its performance, control its 
internal expenditures, and plan for future expenditures and income. Thus it is no 
exaggeration to say that a good accounting function is critical to the smooth running 
of the firm. 

Developing and communicating accounting information is the role of the 
business organization's accounting system. 

Accounting is the process of recording, classifying, reporting and analyzing 
financial data. And while the accounting requirements of every business vary, all 
organizations need a way to keep track of their money. Unfortunately, there’s very 
little that’s intuitive about accounting. Many small businesses hire accountants to set 
up and keep their books. Other companies use accounting software like QuickBooks, 
CheckMark Multi-Ledger and M.Y.O.B. Accounting and keep their accounting 
functions in house. Using a system of debits and credits, called double-entry 
accounting, accountants use a general ledger to track money as it flows in and out of  
a business. They record each financial transaction on a balance sheet, which provides 
a snapshot of a business’ financial condition. Accountants record every financial 
transaction in a way that keeps the following equation balanced: Assets = Liabilities  
+ Owner's Equity (Capital). Accounting is based on the periodic reporting of  
financial data.  

The basic accounting cycle includes: 1) Recording bus iness transactions. 
Bus inesses keep a daily record of transactions in sales journals, cash-receipt journals  
or cash-disbursement journals. 2) Posting debits and credits to a general ledger. A 
general ledger is a summary of all business journals. An up-to-date general ledger 
shows current information about accounts payable, accounts receivable, owners’ 
equity and other accounts. 3) Making adjustments to the general ledger. General-
ledger adjustments let businesses account for items that don't get recorded in daily 
journals, such as bad debts, and accrued interest or taxes. By adjusting entr ies, 
businesses can match revenues with expenses within each accounting period. 4) 
Clos ing the books. After all revenues and expenses are accounted for, any net profit 
gets posted in the owners’ equity account. Revenue and expense accounts are always 
brought to a zero balance before a new accounting cycle begins. 5) Preparing 
financial statements. At the end of a period, businesses prepare financial reports — 
income statements, statements of capital, balance sheets, cash-flow statements and 
other reports — that summarize all of the financial activity for that period. 

International businesses are confronted with a number of accounting problems. 
One of these problems is the lack of consistency in the accounting standards of 
different countries. 
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Let’s examine the problems arising when an international business with 
operations in more than one country must produce consolidated f inancial statements. 
These firms face special problems because, for example, the accounts for their 
operations in France will be in francs, in Italy they will be in lira, and in Japan they 
will be in yen. If the firm is based in the United States, it will have to decide what 
basis to use for translating all these accounts into U.S. dollars. 

Accounting is shaped by the environment in which it operates. Just as different 
countries have different political systems, economic systems, and cultures, so they 
also have different accounting systems. In each country the accounting system has 
evolved in response to the demands for accounting information in that country. 

Despite attempts to harmonize accounting standards by developing 
internationally acceptable accounting conventions a myriad of differences between 
national accounting systems still remain. These differences make it very difficult to 
compare the financial performance of firms based in different nations. 

Due to the combined impact of the variables, very few countries have identical 
accounting systems. Notable similarities between nations do exist however, and three 
groups of countries with similar standards can be identified. One group might be 
called the British-American-Dutch group. Great Britain, the United States, and the 
Netherlands are the trend-setters in this group. All these countries have large, well-
developed stock and bond markets where firms raise capital from investors. Thus 
these countries’ accounting systems are tailored to providing information to 
individual investors. A second group might be called the Europe-Japan group. Firms 
in these countries have very close ties to banks, which supply a large proportion of 
their capital needs. So their accounting practices are geared to the needs of banks. A 
third group might be the South American group. The countries in this group have all 
experienced persistent and rapid inflation. Consequently, they have adopted inflation 
accounting principles.  

The diverse accounting practices have been enshrined in national accounting 
and auditing standards. Accounting standards are rules for preparing financial 
statements; they define what is useful accounting information. Auditing standards 
specify the rules for performing an audit - the technical process by which an 
independent person (the auditor) gathers evidence for determining if a set of financial 
accounts conforms to the required accounting standards and if it is also reliable. 

Substantial efforts have been made in recent years to harmonise accounting 
standards across countries. Perhaps the most significant body pushing for this is the 
International Accounting Standards Committee (IASC) 

Other areas of interest to the accounting profession world-wide - inc luding 
auditing, ethical, educational, and public-sector standards - are handled by the 
International Federation of Accountants (IFA).  

The main hindrance to the development of international accounting standards is 
that compliance with the IASC standards is voluntary; the IASC has no power to 
enforce its standards. Despite this support for the IASC and recognition of its 
standards is growing around the world. 
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Five Great Tips for Keeping Your Bookkeeping Accurate 
Sign All Your Own Checks in a small business.  By signing all the checks 

yourself, you keep your f ingers on the pulse of  your cash outflow. This practice can 
be a hassle - and you can't easily spend three months in Hawaii - you have to wade 
through paperwork every time you sign a stack of checks. Finally, if you’re in a 
partnership, you should have at least a couple of the partners co-sign checks. 

Don’t Sign a Check the Wrong Way: If you sign many checks, you may be 
tempted to use a John Hancock-like s ignature. Although scrawling your name 
illegibly makes great sense when you're autographing baseballs, don't do it when 
you're signing checks. A clear signature, especially one with a sense of personal style, 
is distinctive. A wavy line with a cross and a couple of dots is really easy to forge. 

Review Cancelled Checks Before Your Bookkeeper Does: Be sure that you 
review your cancelled checks before anybody else sees the monthly bank statement. 
A business owner can determine whether someone is forging s ignatures on checks 
only by being the first to open the bank statement and by reviewing each of the 
cancelled check signatures. If you don't examine the checks, unscrupulous employees 
- especially bookkeepers who can update the bank account records - can forge your 
signature with impunity. And they won't get caught if they never overdraw the 
account. Another point: If you don't follow these procedures, you will probably eat 
the losses, not the bank. 

Choose a Bookkeeper Who Is Familiar with Computers and Knows How to Do 
Payroll: Don't worry. You don't need to request an FBI background check. Just find 
people who know how to keep a checkbook and work with a computer. A bookkeeper 
who knows double-entry bookkeeping is super-helpful. But, to be fair, such 
knowledge probably isn't essential. I will say this, however: When you hire someone, 
find someone who knows how to do payroll - not just the federal payroll tax stuff but 
also the state payroll tax monkey business. 

Choose an Appropriate Accounting System: Cash-basis accounting is fine 
when a business’ cash inflow mirrors its sales and its cash outflow mirrors its 
expenses. This situation isn't the case, however, in many businesses. A contractor of 
single-family homes, for example, may have cash coming in (by borrowing from 
banks) but may not make any money. A pawnshop owner who loans money at 22 
percent may make scads of money even if cash pours out of the business daily. As a 
general rule, when you’re buying and selling inventory, accrual-basis accounting 
works better than cash-basis accounting. 

 
QUESTIONS 
1. What is the expression of accounting as “the language of business”? 
2. How can the government control tax discipline? 
3. What is the essence of accounting? 
4. What main operations does the basic accounting cycle include? 
5. Why do accounting problems exist in international bus iness? What problems do 
you know? 
6. Name three groups of countries with similar accounting standards? 
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7. Give the definition of auditing and auditing standards? 
8. What organizations are involved in harmonizing accounting standards? 
9.  Does Ukraine use national or international accounting and auditing standards? 
10. What in your opinion is more important accounting or auditing? Give your 
reasons. 

 
Text 3.  FINANCIAL STATEMENTS 

 
Good record keeping by a business is not only wise, but is required by many 

laws. Legal and f inancial questions may be raised by various agenc ies, banks, and 
employees. These questions can be accurately answered when written records of 
business proceedings are kept. 

By recording daily transactions, the owner can learn from mistakes and avoid 
errors in the future. A record of all the events that occur in a business permits 
evaluation, improvement, and a good chance for personal and financial success. 

For a typical small business, it is suggested that the following records be kept: 
cash receipts and cash payments journal, record of credit sales (sales journal), record 
of purchases (purchases journal), record of wages (payroll), operations statement 
(profit and loss statement or income statement), balance sheet. The results of 
operations and the present financial position of the firm are reflected in the income 
statement and the balance sheet. Management decisions must be weighed in terms of 
their effect on these two basic financial statements. 

THE INCOME STATEMENT (the profit and loss statement or the operations 
statement). This statement is a summary of the income and expenses of the business. 
The income statement summarizes these facts for any period of time. Income 
statements may be made for a year, a month, a quarter, or a half-year. Some firms 
have weekly or daily income statements. Although many items appear on the income 
statement, the basic idea is very simple. The formula is: NET SALES minus COST 
OF GOODS equals PROFIT. Amount taken minus Amount paid out equals PROFIT. 

With a larger business, expenses change the formula somewhat: 
NET SALES minus COST OF GOODS SOLD equals GROSS PROFIT. 
GROSS PROFIT minus EXPENSES (RENT, LIGHT, PHONE) equals NET 

PROFIT 
In business there are two kinds of profit: GROSS PROFIT and NET PROFIT. 
NET SALES minus COST of GOODS SOLD equals GROSS PROFIT GROSS 

PROFIT minus OPERATING EXPENSES equals NET PROFIT. 
The operations statement is a summary of facts which have been recorded daily 

in the books of the business. No matter how complicated it may look, it is based on 
the following simple formulas: 

GROSS PROFIT equals SALES minus COST OF GOODS NET PROFIT 
equals SALES minus COST OF GOODS AND EXPENSES. 

The income statement might be compared to a “moving picture”. It describes 
the business in action. It summarizes the results of past activities and gives hints of 
what the future holds. The final figure, net profit, is of the greatest importance. One 
might find, for instance, that even though sales had increased since last year, profits 
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were less. The operations statement might show that expenses were too high, it might 
also show that the utilities increased or there was too much loss on bad debts. Once a 
problem area is identified, steps can be taken to correct it. 

When applying for a loan, the bank may want to examine several operations  
statements. The bank is interested in how sales compare with expenses, how much 
inventory is carried, and credit which is extended by the business. The owner is 
provided with information about the business from the operating statement. Profits 
earned over a period of time, department performance, inventory size, overhead costs, 
and many other items are shown on the statement. 

THE BALACE SHEET. In contrast to the operations the balance sheet is a 
“still picture” of the business. ASSETS on one side are balanced against 
LIABILITIES on the other. ASSETS include everything that is owned by the 
business. LIABILITIES are those amounts which the business owes. 

The principle is the same regardless of the size of the business. It is expressed 
in the formula: ASSETS minus LIABILITIES equals NET WORTH or ASSETS 
equals LIABILITIES plus NET WORTH. 

The figures for the balance sheet come from the records kept by the business. 
Each item on the balance sheet is based on facts that have been recorded daily in 
different ledger accounts. The records used for the operations statement are also used 
in preparing a balance sheet. 

CURRENT  RATIO. The assets are divided into current assets and fixed assets. 
The relationship between current assets and current liabilities is a prime measure of 
liquidity of any firm. Liquidity is the measure of ability to pay debts as they become 
due. 

Current assets are assets that are in the form of cash or will convert into cash 
within 90 days. Current liabilities are those debts that will be due within one year. 
The relationship between current assets and current liabilities is called the current 
ratio. Sound financing demands that this ratio be at least 2 to 1. The current ratio is 
found by dividing the current assets by the current liabilities: 

QUICK RATIO. This ratio is also known as the acid test of liquidity. It is the 
relationship between only the most liquid assets (cash and accounts receivable) and 
the total of the current liabilities. The conservative rule is that this ratio should be at 
least 1 to 1. In other words, cash plus receivables should equal or exceed the current 
liabilities. 

WORKING CAPITAL. Working capital is the difference between current 
assets and current liabilities expressed in dollars. 

THE PROPRIETORSHIP RATIO of owner's equity ratio is the relationship 
between the owner's investment in the firm and the total assets being used in the 
business. This ratio can be expressed as a ratio of owner investment to total assets or 
as a percentage of those assets. 

There are many other ratios utilized in the analys is of business firm operations. 
Most small f irms that maintain adequate current ratios, quick ratios, and working 
capital, proper inventories, and a 50 percent proprietorship ratio maintain sound 
financial structure. 
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TRADING ON EQUITY. In connection with owner investment, prospective 
business owners and managers should become familiar with the phrase “trading on 
equity”. This phrase refers to the relationship between the creditor capital ( liabilities) 
in the business and the owner capital. Trading on too thin an equity is a term used to 
describe owners who have too little of their own money invested compared with the 
creditor capital (liabilities) used to finance the business. A proprietorship ratio of 50 
percent indicates that the owner or owners have invested half the value of the total 
assets used in the business. When this ratio falls below 50 percent, the outside 
creditors are supplying more of the firm's total capital needs than the owners are. This 
indicates, in most cases, that further capital will be more difficult to obtain either  
from current loans, sale of securities, or other investors. Such owners are truly trading 
on too thin an equity and probably need more investment capital of their own. 

 
QUESTIONS 
1. What records is a typical small business supposed to keep? 
2. What is the income statement? 
3. What kinds of profit in business do you know? 
4. Would you name the formula to calculate gross profit and net profit? 
5. What is the essence of the balance sheet? 
6. What does each side of the balance sheet represent? 
7. What in your opinion is the difference between current ratio and quick ratio? 
8. What is proprietorship ratio? 
 

Text 4.  THE ROLE OF THE GOVERNMENT 
 

Having mentioned the effect of government tax policy on the income 
distribution, it's necessary to examine in greater detail the role of the government in 
society. In every society governments provide such services as national defence, 
police, public education, firefighting services, and the administration of justice. In 
addition, governments through budget make transfer payments to some members of 
society. 

Transfer payments are payments made to individuals without requiring the 
provision of any service in return. Examples are social security, retirement pensions, 
unemployment benefits, and, in some countries, food stamps. Government 
expenditure, whether on the provision of goods and services (defence, police) or on 
transfer payments, is chiefly financed by imposing taxes, although some (small)  
residual component may be financed by government borrowing. Table compares the 
role of the government in four countries. 

 
Table - Government Spending as a Percentage of National Income 
 

Country Purchase of 
goods and 
services 

Transfer 
payments 

Debt interest Total 
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% 
 

% % % 
 UK 23,0 17,2 5,1 45,3 

Japan 14,9 12,7 4,6 32,2 
USA 
 

20,1 12,2 4,8 37,1 
Italy 27,0 23,0 9,2 59,4 

 
In each case, we look at four measures of government spending as a 

percentage of national income: spending on the direct provision of goods and services 
for the public, transfer payments, Interest on the national debt, and total spending. 

Italy is a “big-government” country. Its government spending is large and it 
needs to raise correspondingly large tax revenues. In contrast, Japan has a much 
smaller government sector and needs to raise correspondingly less tax revenue. These 
differences in the scale of government activity relative to national income reflect 
differences in the way different countries allocate their resources among competing 
uses. 

Governments spend part of their revenue on particular goods and services 
such as tanks, schools and public safety. They directly affect what is produced. 
Japan’s low share of government spending on goods and services in Table reflects the 
very low level of Japanese spending on defence. 

Governments affect for whom output is produced through their tax and 
transfer payments. By taxing the r ich and making transfers to the poor, the 
government ensures that the poor are allocated more of what is produced than would 
otherwise be the case; and the rich get correspondingly less. 

The government also affects how goods are produced, for example through 
the regulations it imposes. Managers of factories and mines must obey safely 
requirements even where these are costly to implement, firms are prevented from 
freely polluting the atmosphere and rivers, offices and factories are banned in 
attractive residential parts of the city. 

The scale of government activities in the modem economy is highly 
controversial. In the UK the government takes nearly 40 per cent of national income 
in taxes. Some governments take a larger share, others a smaller share. Different 
shares will certainly affect the questions what, how and for whom, but some people 
believe that a large government sector makes the economy inefficient, reducing the 
number of goods that can be produced and eventually allocated to consumers. 

It's commonly asserted that high tax rates reduce the incentive to work. If half 
of all we earn goes to the government, we might prefer to work fewer hours a week 
and spend more time in the garden or watching TV. That is one possibility, but there 
is another one: if workers have in mind a target after-tax income, e.g. to have at least 
sufficient to afford a foreign holiday every year, they will have to work more hours to 
meet this target when taxes are higher. 

Whether on balance high taxes make people work more or less remains an 
open question. Welfare payments and unemployment benefit arc more likely to 
reduce incentives to work since they actually contribute to target income. If large-
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scale government activity leads to important dis incentive effects, government activity 
will affect not only what, how, and for whom goods are produced, but also how much 
is produced by the economy as a whole. 

This discussion of the role of the government is central to the process by 
which society allocates its scarce resources. It also raises a question. Is it inevitable 
that the government plays a prominent part in the process by which society decides 
how to allocate resources between competing demands? This question lies at the 
heart of economics. 

 

Task I. Give the Ukrainian equivalents: 
to obey safety requirements; governments take a larger/smaller share; to make the 
economy inefficient; measures of government spending; interest on the national debt; 
total spending; to allocate resources between competing demands 

 
Task II. Replace the parts in italics by synonyms: 
it's generally declared; managers of factories must obey the requirements; 
Government directly influence what is produced; to bring up a question; to collect  
taxes; Government's expenditure is financed by imposing taxes. 
 

Task III. Find the terms in the text that describe the following: 
 money paid to people without asking for a service in return 
 money paid to people when they stop working 
 money paid to people who have no work 
 money owed by the government of a country 
 money received by governments from taxation 
 money a worker keeps after paying taxes 
 

Task IV. Using the information from the text, say if these statements are correct or 
incorrect: 
 Governments do not make free transfer payments. 
 Food stamps are an example of a transfer payment. 
 Most government income comes from borrowing. 
 Japan raises more taxes than Italy. 
 Japan spends very little on defence. 
 The poor get more of what is produced through taxation and transfer payments. 
 Governments do not affect how goods are produced. 
 Nobody questions the scale of government economic activity. 
 Many people believe that high taxes result in people not wanting to work so hard. 
 

Task V. Fill in the gaps with the words and expressions from the text: 
1. Having mentioned the effect of government __ on the income distribution, it's 
necessary to examine in greater detail the role of the government in society. 
2. Government expenditure is chiefly financed by __ taxes. 
3. Italy's government spending is large and it needs to __ correspondingly large tax 
revenues. 
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4. These differences in the scale of government activity relative to __ reflect 
differences in the way different countries allocate their resources among __ uses. 
5. By taxing the r ich and making transfers to the poor, the government __ that the 
poor are allocated more of what is produced than would otherwise be the case. 
6. Managers of factories and mines must __ safety requirements. 
7. Offices and factories are __ in attractive residential parts of the city.  
8. __ of government activities in the modern economy is highly controversial. 
9. Different __ will certainly affect the questions what, how and for whom. 
10. A large government sector makes the economy inefficient, reducing the number 
of goods that can be __ allocated to consumers. 
11. __ that high tax rates reduce the incentive to work. 
12. Welfare payments and unemployment benefit are more likely to reduce _ to work 
since they actually contribute to __. 
 

Text 5. 
 

РRIСЕ AND DEMAND 
 

The following text will introduce you to the topic of the effect of price and 
income on demand quantities. 

The Price Responsiveness of Demand 
Table presents some hypothetical numbers for the relation between ticket 

price and quantity demanded other things equal. 
 

Table - The Demand for Football Tickets 
 

PRICE (£/ ticket) Quantity of tickets demanded 
(thousands/game) 

12,50  10,00  7,50  5,00  2,50 0 0     20     40     60    80    100 

 

Figure plots the demand curve, which happens to be a straight line in this example. 
 

Ticket price (£) 

 
         Quantity of tickets 
 
Figure - The Demand for Football Tickets 
 

For given prices of related goods and consumer incomes, higher ticket prices 
reduce the quantity of tickets demanded. 
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How should we measure the responsiveness of the quantity of tickets 
demanded to the price of tickets? One obvious measure is the slope of the demand 
curve. The downward slope of the demand curve shows that quantity demanded 
increases as the price of a good falls. Each price cut of £ 1 leads to 8000 extra ticket 
sales per game. 

Suppose, however, that we wish to compare the price responsiveness of 
football ticket sales with the price responsiveness of the quantity of care demanded: 
clearly, £ 1 is a trivial cut in the price of a car and will have a negligible effect on the 
quantity of cars demanded. 

When commodities are measured in different units it is often best to examine 
the percentage change, which is unit-free. This suggests that we think about the effect 
of a 1 per cent price cut on the quantity of care and football tickets demanded. 
Similarly, it is not the absolute number of cars or tickets we should examine but the 
percentage change in quantity demanded. Not only does this solve the problem of 
comparing things measured in different quantity units, it also takes account of the 
size of the market. Presumably an extra sale of 8000 tickets is more important when 
ticket sales arc 4000 than when they number 40000. 

Thus we reach the definition of the price elasticity of demand, which 
economists use to measure responsiveness to price changes. 

The price elasticity of demand is the percentage change in the quantity of a 
good demanded divided by the corresponding percentage change in its price. 

Although we shall shortly introduce other demand elasticities – the cross price 
elasticity and the income elasticity — the (own) price elasticity is perhaps the most 
frequently used of the three. Whenever economists speak of the demand elasticity 
they mean the price elasticity of demand as it has been defined above. 

If a 1 per cent price increase reduces the quantity demanded by 2 per cent, the 
demand elasticity is – 2. Because the quantity falls 2 per cent, we express this as a 
change of — 2 per cent, and then divide by the price change of 1 per cent (a price 
rise) to obtain —2. If a price fall of 4 per cent increases the quantity demanded by 2 
per cent, then the demand elasticity is — 1/2, since the quantity change of 2 per cent 
is divided by the price change of – 4 per cent. Since demand curve slopes down, we 
arc either dividing a positive percentage change in quantity (a quantity r ise) by a 
negative percentage change in price (a price fall) or dividing a negative percentage 
change in quantity (a quantity fall) by a positive percentage change in price (a price 
rise). The price elasticity of demand tells us about movements along a demand curve 
and the demand elasticity must be a negative number. 

For further brevity, economists sometimes omit the minus sign. It is eas ier to 
say the demand elasticity is 2 than to say it is – 2. Whenever the price elasticity of 
demand is expressed as a positive number, it should be understood (unless there is an 
explicit warning to the contrary) that a minus sign should be added. Otherwise, we 
should be implying that demand curves slope upwards, a rare but not unknown 
phenomenon. 
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Task I. Give the Ukrainian equivalents: 
the effect of price and income on demand quantities; the downward slope of the 
demand curve; movements along a demand curve 
 
Task II. Replace the parts in italics by synonyms: 
a minor cut; a slight effect; to consider the size of the market; probably; a clear 
warning 

 
Task III. Fill in the gaps with the words and expressions from the text: 
1. How should we measure __ of the quantity of tickets demanded to the price of  
tickets? 
2. Clearly, £ 1 is a __ cut in the price of a car and will have a negligible effect on the 
quantity of cars demanded. 
3. It is not the absolute number of cars or tickets we should examine but __ in 
quantity demanded. 
4. ___ of demand is the percentage change in the quantity of a good demanded 
divided by the corresponding percentage change in its price. 
5. The price elasticity of demand tells us about movements along __ and the demand 
elasticity must be a negative number. 
6. For further brevity, economists sometimes __ the minus sign. 

 
Task IV. Check your grammar: 
Shorten the following sentences without changing their meaning, like this: 
Nobody likes prices, which are constantly rising. - Nobody likes constantly rising 
prices. 
  A demand curve, which slopes. 
  John is a person who works very hard. 
  We must develop a policy, which fixes prices better. 
  Interest rates, which rise will damp down demand. 
  An economy, which is rapidly expanding can get out of control. 
  Let's look at the information, which corresponds to this in tabular form.  
 
Shorten the following sentences without changing their meaning, like this: 
The quantity, which we require is 5000 units. - The required quantity is 5000 units. 
 A demand curve, which has been drawn inaccurately. 
 A price, which has been fixed. 
 We can see changes in the price of goods, which are related to each other. 
 The prices, which we have been given should be seen as hypothetical. 
 If we don't use a model, which has been simplif ied we shall get bogged down. 
 Ours is a company, which is managed well. 
 An economy, which is poorly run, leads to problems in society. 
 That is a theory, which is now out of date. 
 On the evidence available, that is a conclusion, which is not justified. 
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Task V. Explain in Englis: 
different units; percentage change; unit-free; absolute number 

 
Text 6. 

 

INFLATION 
Inflation is generally defined as a persistent rise in the general price level with 

no corresponding rise in output, which leads to a corresponding fall in the purchasing 
power of money. 

In this section we shall look briefly at the problems that inflation causes for 
business and consider whether there are any potential benefits for an enterprise from 
an inflationary period. 

Inflation varies considerably in its extent and severity. Hence, the 
consequences for the business community differ according to circumstances. Mild 
inflation of a few per cent each year may pose few difficulties for business. However, 
hyperinflation, which entails enormously high rates of inflation, can create almost 
insurmountable problems for the government, business, consumers and workers. In 
post-war Hungary, the cost of living was published each day and workers were paid 
daily so as to avoid the value of their earnings falling. Businesses would have 
experienced great difficulty in costing and pricing their production while the 
incentive for people to save would have been removed. 

Economists argue at length about the causes of and “cures” for inflation. They 
would, however, recognize that two general types of inflation exist: 

*   Demand-pull inflation 
*   Cost-push inflation 

Demand-pull Inflation 
Demand-pull inflation occurs when demand for a nation's goods and services 

outstrips that nation's ability to supply these goods and services. This causes prices to 
rise generally as a means of limiting demand to the available supply. 

An alternative way that we can look at this type of inflation is to say that it 
occurs when injections exceed withdrawals and the economy is already stretched (i.e. 
little available labour or factory space) and there is little scope to increase further its 
level of activity. 

Cost-push Inflation 
Alternatively, inflation can be of the cost-push variety. This takes place when 

firms face increasing costs. This could be caused by an increase in wages owing to 
trade union militancy, the rising costs of imported raw materials and components or 
companies pushing up prices in order to improve their profit margins. 

 
Task I. Give the Ukrainian equivalents: 
inflation varies considerably in its extent and severity; mild inflation of a few%; rate 
of inflation; insurmountable problems: demand-pull (cost-push) inflation; the 
economy is already stretched 
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Task II. Replace the parts in italics by synonyms: 
a persistent rise;  hence; may pose few difficulties; which entails enormously high 
rates; at length; inflation occurs when; little scope to increase its level of activity; 
firms face increasing costs; owing to trade union militancy 
 

Task III. Fill in the gaps with the words and expressions from the text: 
1. Inflation varies considerably in its __ and __. 
2. Mild inflation may __ few difficulties for business. 
3. Businesses would have experienced great difficulty in __ and __ their production 
while __ for people to save would have been removed. 
4. Demand-pull inflation occurs when __ for a nation's goods and services __ that 
nation's ability to __ these goods and services. 
5. An alternative way that we can look at this type of inflation is to say tliat it occurs 
when injections __ withdrawals. 
6. An increase in costs for firms, for example, can be caused by an increase in wages 
__ trade union militancy. 
 

Text 7. 
 

THE IMPACT OF INFLATION ON BUSINESS 
 

Inflation can adversely affect business in a number of ways: 
1. Accounting and financial problems 

Significant rates of inflation can cause accounting and financial problems for 
businesses. They may experience difficulty in valuing assets and stocks, for example. 
Such problems can waste valuable management time and make forecasting, 
comparisons and financial control more onerous. 

2. Falling sales 
Many businesses may experience falling sales during inflationary periods for 

two broad reasons. Firstly, it may be that saving rises in a time of inflation. We would 
expect people to spend more of their money when prices are ris ing to avoid holding 
an asset (cash), which is falling in value. However, during the mid-1970s, when 
industrialized nations were experiencing high inflation rates, savings as a proportion 
of income rose! It is not easy to identify the reason for this, but some economists 
suggest that people like to hold a relatively high proportion of their assets in a form 
which can be quickly converted into cash when the future is uncertain. Whatever the 
reason, if people save more they spend less and businesses suffer falling sales. The 
economic model predicts that if savings rose the level of activity in the economy 
would fall. Clearly, if this happened we would expect businesses to experience 
difficulty in maintaining their levels of sales. 

 Businesses may be hit by a reduction in sales during a time of inflation for a 
second reason. As inflation progresses, it is likely that workers’ money wages (that is, 
wages unadjusted/or inflation) will be increased broadly in line with inflation. This  
may well take a worker into a higher tax bracket and result in a higher percentage of 
his or her wages being taken as tax. This process, known as fiscal drag, will cause 
workers to have less money available to spend on firms’ goods and services. The 
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poverty trap has a similar impact. As money wages rise, the poor may find that they 
no longer qualify for state benefits to supplement their incomes and at the same time 
they begin to pay income tax on their earnings. Again, this leaves less disposable 
income to spend on the output of firms. Finally, it may be that the wages of many 
groups are not index-linked and so they r ise less quickly than the rate of inflation,  
causing a reduction in spending power and demand for goods and services. 

Once again, the economic model can be used to predict that increases in the 
level of taxation will increase withdrawals, lowering the level of economic activity 
and depressing firms’ sales 

Not all bus inesses will suffer equally from declining demand in an 
inflationary period. Those selling essential items, such as food, may be little affected 
whilst others supplying less essential goods and services, such as foreign holidays, 
may be hard hit. 

3. High interest rates 
Inflation is often accompanied by high interest rates. High interest rates tend 

to discourage investment by businesses as they increase the cost of borrowing funds. 
Thus, investment may fall. Bus inesses may also be dissuaded from undertaking 
investment programmes because of a lack of confidence in the future stability and 
prosperity of the economy. This fall in investment may be worsened by foreign 
investment being reduced as they also lose some confidence in the economy's future. 

Such a decline in the level of investment can lead to businesses having to 
retain obsolete, ineff icient and expensive means of production and cause a loss of 
international competitiveness. Finally, a fall in investment can lower the level of  
economic activity, causing lower sales, output and so on. Thus, to some extent, 
businesses can influence the economic environment in which they operate. 

4. Higher costs 
During a bout of inflation firms will face higher costs for the resources they 

need to carry on their business. They will have to pay higher wages to their 
employees to compensate them for rising prices. Supplies of raw materials and fuel 
will become more expensive as will rents and rates. The inevitable reaction to this is  
that the firm has to raise its own prices. This will lead to further demands for higher 
wages as is called the wage-price spiral. Such cost-push inflation may make the 
goods and services produced by that enterprise internationally less competitive in 
terms of price. An economy whose relative or comparative rate of inflation is high 
may find that it is unable to compete in home or foreign markets because its products 
are expensive. The economic model tells us that a situation of declining exports and 
increasing imports will lower the level of activity in the economy with all the 
consequent side-effects. 
 

Task I. Give the Ukrainian equivalents: 
difficulty in valuing assets and stocks; to avoid holding an asset; wages unadjusted 
for inflation; increased in line with inflation; this may well take a worker into a 
higher tax bracket; fiscal drag; poverty trap; wages are not index-linked; spending 
power; the cost of borrowing funds; the wage-price spiral; in terms of price 
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Task II. Replace the parts in italics by synonyms: 
broad reasons; to identify the reason for this; businesses may be hit by a reduction in 
sales; wages unadjusted for inflation; in line with; to supplement incomes; will 
increase withdrawals depressing firms' sales; may be dissuaded from undertaking ... 
 
Task  III. Fill in the gaps with the words and expressions from the text: 
1. Accounting and financial problems can waste __ and make __, __ and __ more __. 
2. Businesses may be __ by a reduction in sales. 
3. The process, known as __, will cause workers to have less money available. 
4. If the wages are not __, they rise less quickly than the rate of inflation. 
5. Those selling __, such as food, may be little affected in an inflationary period. 
6. High interest rates tend to __ by businesses. 
7. The fall in investment may be __ by foreign investment being reduced. 
8. Firms will have to pay higher wages to their employees to __ rising prices. 
 

Text 8. 
 

MODERN BANKING 
 

The goldsmith bankers were an early example of a financial intermediary. 
A financial intermediary is an institution that specializes in bringing lenders 

and borrowers together. 
A commercial bank borrows money from the public, crediting them with a 

deposit. The deposit is a liability of the bank. It is money owed to depositors. In turn 
the bank lends money to firms, households or governments wishing to borrow. 

Banks are not the only financial intennediaries. Insurance companies, pension 
funds, and building societies also take in money in order to relend it. The crucial 
feature of banks is that some of their liabilities are used as a means of payment, and 
are therefore part of the money stock. 

Commercial banks are financial intermediaries with a government licence to 
make loans and issue deposits, inc luding deposits against, which cheques can be 
written. 

Let’s start by looking at the present-day UK banking system. Although the 
details vary from country to country, the general principle is much the same 
everywhere. 

In the UK, the commercial banking system comprises about 600 registered 
banks, the National Girobank operating through post offices, and a dozen trustee 
saving banks. Much the most important single group is the London clearing banks. 
The clearing banks are so named because they have a central clearing house for 
handling payments by cheque. 

A clearing system is a set of arrangements in which debts between banks are 
settled by adding up all the transactions in a given period and paying only the net 
amounts needed to balance inter-bank accounts. 

Suppose you bank with Barclays but visit a supermarket that banks with 
Lloyds. To pay for your shopping you write a cheque against your deposit at 
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Barclays. The supermarket pays this cheque into its account at Lloyds. In turn, 
Lloyds presents the cheque to Barclays, which will credit Lloyds’ account at Barclays 
and debit your account at Barclays by an equivalent amount. Because you purchased 
goods from a supermarket using a different bank, a transfer of funds between the two 
banks is required. Crediting or debiting one bank’s account at another bank is the 
simplest way to achieve this. 

However, on the same day someone else is probably writing a cheque on a 
Lloyds’ deposit account to pay for some stereo equipment from a shop banking with 
Barclays. The stereo shop pays the cheque into its Barclays’ account, increasing its 
deposit. Barclays then pays the cheque into its account at Lloyds where this person’s 
account is simultaneous ly debited. Now the transfer flows from Lloyds to Barclays. 

Although in both cases the cheque writer’s account is debited and the cheque 
recipient's account is credited, it does not make sense for the two banks to make two 
separate inter-bank transactions between themselves. The clearing system calculates 
the net flows between the member clearing banks and these are the settlements that 
they make between themselves. Thus the system of clearing cheques represents 
another way society reduces the costs of making transactions. 

The Balance Sheet of the London Clearing Banks 
Table shows the balance sheet of the London clearing banks. Although more 

complex, it is not fundamentally different from the balance sheet of the goldsmith-
banker. We’ll begin by discussing the asset side of the balance sheet. 
 

Таble -  Balance Sheet of London Clearing banks 
 

Assets £b Liabilities £b 
Sterling:  
Cash Bills & market 
loans  
Advances Securities 
Lending in other 
currencies 
Miscellaneous assets  
 
TOTAL ASSETS 

 
2,9 
34,7  
83,0 
 9,4  
54,6  
15,5  
 
200,1 

Sterling: 
Sight deposits  
Time deposits  
CDs 
Deposits in other 
currencies 
Miscellaneous liabilities  
 
TOTAL LIABILITIES 

 
54,1 
59,9  
8,1 
46,2 
  
31,8  
 
200,1 

 
 

Cash assets are notes and coin in the banks’ vaults. However, modern banks’ 
cash assets also include their cash reserves deposited with the Bank of England. The 
Bank of England (usually known as the Bank) is the central bank or banker to the 
commercial banks. 

Apart from cash, the other entries on the asset side of the balance sheet show 
money that has been lent out or used to purchase interest-earning assets. The second 
item, bills and market loans, shows short-term lending in liquid assets. 

Liquidity refers to the speed and the certainty with which an asset can be 
converted back into money, whenever the asset-holders desire. Money itself is thus 
the most liquid asset of all. 
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The third item, advances, shows lending to households and firms. A firm that 
has borrowed to see it through a sticky period may not be able to repay whenever the 
bank demands. Thus, although advances represent the major share of clearing bank 
lending, they are not very liquid forms of bank lending. The fourth item, securities, 
shows bank purchases of interest-bearing long-term financial assets. These can be 
government bonds or industrial shares. Although these assets are traded daily on the 
stock exchange, so in principle these securities can be cashed in any time the bank 
wishes, their price fluctuates from day to day. Banks cannot be certain how much 
they will get when they sell out. Hence financial investment in securities is also 
illiquid. 

The final two items on the asset side of the balance sheet show lending in 
foreign currencies and miscellaneous bank assets. Total assets of the London clearing 
banks were £200,1 billion. We now shall examine how the equivalent liabilities were 
made up. 

Deposits are chiefly of two kinds: sight deposits and time deposits. Whereas 
sight deposits can be withdrawn on sight whenever the depositor wishes, a minimum 
period of notification must be given before time deposits can be withdrawn. Sight 
deposits are the bank accounts against, which we write cheques, thereby running 
down our deposits without giving the bank any prior warning. Whereas most banks 
do not pay interest on sight deposits or cheque (checking) accounts, they can afford to 
pay interest on time deposits. Since they have notification of any withdrawals, they 
have plenty of time to sell off some of their high-interest investments or call in some 
of their high-interest loans in order to have the money to pay out deposits. 

Certif icates of deposit (CDs) are an extreme form of time deposit where the 
bank borrows from the public for a specified period of time and knows exactly when 
the loan must be repaid. The final liability items in Таble show deposits in foreign 
currencies, miscellaneous liabilities, such as cheques, in the process of clearing. 
 
Task I. Give the Ukrainian equivalents: 
institution that brings lenders and borrowers together; crediting them with a deposit; 
with a government licence; as a means of payment; handling payments by cheque; a 
set of arrangements; adding up all the transactions; to balance inter-bank accounts; 
the net amount; to calculate the net flows between banks; costs of making 
transactions; cash assets are notes and coin; to purchase interest-earning assets; bills  
and market loans; asset-holders; lending to households and f irms; the major share of  
clearing bank lending; interest-bearing long-term financial assets; price fluctuates; a 
period of notification; high-interest investments 
 
Task II. Replace the parts in italics by synonyms: 
debited at the same time; interest-bearing assets; current assets; to support the firm 
fог a difficult period of time; firms may not be able to repay when the bank demands; 
demand deposit; to draw money from a bank account 
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Task III. Fill in the gaps with the words and expressions from the text: 
1. A financial intermediary is an institution that specializes in __. 
2. A commercial bank __ money from the public, __ them with a deposit, which is __ 
of the bank. 
3. As liabilities are used as __, and are part of __. 
4. Commercial banks are __ with a government licence to __ and__. 
5. The clearing banks are so named because they have __ for __. 
6. A clearing system is a set of __ in which __ between banks are __. 
7. Lloyds presents the cheque to Barclays, which will __ Lloyds' account at Barclays 
and __ your account at Barclays by __ amount. 
8. Because you purchased goods from a supermarket using __, __ between the two 
banks is required. 
9. Barclays then __ into its account at Lloyds where this person’s account is __. 
10. The clearing system calculates __ between the member clearing banks, thus 
representing another way society __ of making transactions. 
11. Modem banks’ __ include notes and coin in the banks' vaults and their __ 
deposited with __. 
12. The other entries on the asset side of __ show money that has been __ or used to 
purchase __. 
13. The second item, __, shows __. 
14. Money itself is thus __ asset of all. 
15. The third item, __, shows lending to ___. 
16. Although advances represent __ of clearing bank lending, they are not __ of bank 
lending. 
17. The fourth item, __, shows bank purchases of __, which can be __ or__. 
18. Although these assets are traded daily on __, their price __ from day to day, hence 
financial investment in securities is also __. 
19. Deposits are chiefly of two kinds: __ and __. 
20. Whereas __ can be withdrawn __ whenever the depositor wishes, without giving 
the bank __, a minimum __ must be given before __ can be __. 
21. Whereas most banks do not pay interest on __ or __, they can afford to pay 
interest on __. 
22. Since they have notification of any withdrawals, they have plenty of time to sell 
of ___ or call in ___ in order to have the money to pay out deposits. 
23. CDs are an __ form of __ where the bank borrows from the public for __ and 
knows exactly when ___. 
 

IV. Increase your vocabulary: Prepositions. 
to borrow from, to purchase from 
to bank with; to deposit with 
to credit with; to lend to 
to take in; to call in loans 
to write a cheque against a deposit 
to pay the cheque into account 
an account at a bank 



 
 

176 

Text 9. 
 

MONETARY POLICY 
 

Monetary policy is one of the main instruments of macroeconomics. It is 
based on the ability of the Central bank to control the money supply, which leads to 
changes in interest rates and the exchange rate, and therefore in the amount of 
investment, which influences directly the national output. This method of controlling 
the economy centres on adjusting the amount of money in circulation in the economy 
and so the level of spending and economic activity. Monetary policy was first 
employed as a means of control in the 1950s, but has been more widely used since 
the 1970s. The Central Bank plays a major role in the implementation of a nation's 
monetary policy. In some countries (for example, Germany) the Central Bank 
operates monetary policy independent of government policy. However, the UK’s 
Central Bank, the Bank of England, implements monetary policy on behalf of the 
government. Monetary policy has three main aspects: 

  Controlling the money supply 
  Controlling interest rates 
  Managing the exchange rate 
In this section we study the ways in which a central bank can control the 

supply of money in the economy. The aim of the authorities when controlling the 
money supply is to limit the amount borrowed, and hence spent, by businesses and 
individuals during a inflationary period. It is hoped in this way to limit the level of  
overall demand in the economy and thus to remove or reduce inflationary pressure. 
During a recession monetary policy is aimed at increasing the money supply to 
encourage spendings. We now describe the three most important instruments 
available to affect the money supply: open market operations, reserve requirements 
and the discount rate. 

Open Market Operations 
Open market operations are the most important way of controlling the money 

supply. It refers to the Bank trading government bonds in the open market – that is 
when they are bought from and sold to commercial banks and individuals. 

When the Bank sells government bonds in the open market, the Bank 
withdraws the money from population and reduces the money supply. When the 
Bank buys government bonds in the open market, it increases the amount of money 
in circulation and hence the money supply. 

Reserve Requirements 
To understand the way a central bank can influence the money supply we 

should consider the creation of money by commercial banks and in this connection 
introduce the money multiplier. 

Banks have to hold a proportion of their assets as a reserve in case customers 
demand repayment of their deposits. This required reserve has to be in a liquid form 
that is easily convertible into cash. Many banks indeed hold a s ignificant proportion 
of this reserve as notes and coin either in their vaults or at the central bank. A 
required reserve ratio (%) is a minimum ratio of cash reserves to deposits that the 
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central bank requires commercial banks to hold. Commercial banks can hold more 
than the required cash reserves (this amount of money is called excess reserves and is 
used to create new money), but they cannot hold less. If their cash falls below the 
required amount, they must immediately borrow cash, usually from the central bank,  
to restore their required reserve ratio. 

Commercial banks can make loans, i.e. they can create money and increase 
their excess reserves. Suppose somebody deposited $100 with bank A. If a required 
reserve ratio is 20%, the bank has $20 as required reserves and $80 as excess 
reserves, which can be lended. If a borrower draws a cheque for this whole sum and 
deposits it with bank B, then bank В gets $80 as its assets. Bank В is to hold 20% of 
this sum (that is $16) as required reserves. It means it has $64 of excess reserves, 
which it can lend to somebody. Tabl. 8 illustrates the process with banks C, D, E, etc. 
being involved. 

 

Table -  The expansion of the money supply by a system of commercial banks 
 

Bank Reserves 
and Loans, 

$ 

Required 
Reserves, 

$ 

Excess 
Reserves, 

$ 

Created Money (the amount 
of money to lend), $ 

Bank A 
Bank В 
Bank С 
Bank D 
Other 
banks 

100,00 
 80,00  
64,00 
51,20 
204,80 

20,00  
16,00  
12,80  
10,24  
40,96 

80,00  
64,00  
51,20  
40,96  
163,84 

80,00  
64,00  
51,20 
 40,96  
163,84 

The total amount of the money created 400,00 
 

The money multiplier (m) shows the maximum amount of money, which can 
be created by one dollar of excess reserves, the required reserve ratio given. The 
money multiplier is inversely proportional to the required reserve ratio, or 

m = 1 / R, where 
m  – a money multiplier 
R  – a required reserve ratio 

So we can see that the larger the required reserve ratio is the smaller the 
money multiplier is; the less money can be created and the less the money supply is. 

Now suppose the commercial banking system has $1 million in cash and for 
strictly commercial purposes would normally maintain cash reserves equal to 5% of 
sight deposits. Since sight deposits will be 20 times cash reserves, the banking system 
will create $20 million of sight deposits against its $1 million cash reserves: 

cash reserves $1 mln  – 5% 
sight deposits x  – 100% 
x = $1 mln x 100% : 5% = $20 mm. 

Suppose the Bank now imposes a reserve requirement that banks must hold 
cash reserves of at least 10% of sight deposits. Now banks can create only $10 
million sight deposits against their cash reserves of $1 million. Thus a reserve 
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requirement acts like a tax on banks by forcing them to hold a higher fraction of their 
total assets as bank reserves and a lower fraction as loans earning high interest rates. 

Thus, when the central bank imposes a reserve requirement in excess of the 
reserve ratio that prudent banks would anyway have maintained, the effect is to 
reduce the creation of bank deposits, reduce the value of the money multiplier, and 
reduce the money supply. Similarly, when a particular reserve requirement is already 
in force, any increase in the reserve requirement will reduce the money supply. 

The Discount Rate 
The second instrument of monetary control available to the central bank is the 

discount rate. 
The discount rate is the interest rate that the Bank charges when the 

commercial banks want to borrow money. 
Suppose banks think the minimum safe ratio of cash to deposits is 10%. Say 

their cash reserves are 12% of deposits. How far dare they let their cash reserves fall 
towards the minimum level of 10%? 

Banks have to balance the interest rate they will get on extra lending with the 
dangers and costs involved if there is a sudden flood of withdrawals, which push their 
cash reserves below the critical 10% figure. This is where the discount rate comes in. 
Suppose market interest rates are 8% and the central bank makes it known it is  
prepared to lend to commercial banks at 8%. Commercial banks may as well lend up 
to the hilt and drive their cash reserves down to the minimum 10% of deposits. The 
banks are lending at 8% and, if the worst comes to the worst and they are short of 
cash, they can always borrow from the Bank at 8%. Banks cannot lose by lending as  
much as possible. 

Suppose however that the Bank announces that, although market interest rates 
arc 8%, it will lend to commercial banks only at the penalty rate of 10%. Now a bank 
with cash reserves of 12% may conclude that it is not worth making the extra loans at 
8% interest that would drive its cash reserves down to the minimum of 10% of 
deposits. There is too high a r isk that sudden withdrawals will then force the bank to 
borrow from the Bank at 10% interest. It will have lost money by making these extra 
loans. It makes more sense to hold some excess cash reserves against the possibility 
of a sudden withdrawal. 

Thus, by setting the discount rate at a penalty level in excess of the general 
level of interest rates, the Bank can induce commercial banks voluntarily to hold 
additional cash reserves. Since banks have to hold more cash as reserves, the money 
multiplier is reduced, less money can be created and the money supply is lower. 

 

Task I. Give the Ukrainian equivalents: 
to restore their required reserve ratio; maintain cash reserves equal to 5% of sight 
deposits; create $20 million of sight deposits; a higher fraction of their total assets; a 
lower fraction as loans; the interest rate that the Bank charges; extra lending; impose 
a reserve requirement; the dangers and costs involved;  prudent banks; lend up to the 
hilt; the minimum safe ratio of cash to deposits; flood of withdrawals; the Bank can 
induce banks voluntarily to hold additional cash reserves; the required reserve ratio 
given 
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Task II. Replace the parts in italics by synonyms: 
implements monetary policy; plays a major role; operates monetary policy; 
extra lending; if the worst comes to the worst; they are short o/"cash; to affect the 
money supply; in excess of the reserve ratio 

 

Task III. Fill in the gaps with the words and expressions from the text: 
1. Monetary policy is a method of controlling the economy that centres on __ the 
amount of money __ in the economy and so __ and __. 
2. In some countries the Central Bank operates monetary policy __ government 
policy, but the UK's Central Bank implements monetary policy __ the government. 
3. Monetary policy has three main aspects: controlling __, controlling __, managing 
__. 
4. The aim of the authorities when controlling the money supply is __, and hence __, 
by businesses and individuals during __. 
5. It is hoped to limit the level of __ in the economy and thus to remove or reduce __. 
6. During a recession monetary policy is aimed at __ to __ spendings. 
7. The three most important instruments __ the money supply are __ , __ and __. 
8. Open market operations refer to the Bank trading government bonds __, that is 
when they are bought from and sold to __. 
9. When the Bank sells __ in the open market, the Bank __ the money from 
population and __ the money supply. 
10. When the Bank buys government bonds in the open market, it  __ the amount of  
money __ and hence __. 
11. Banks have to hold a proportion of their assets __ in case customers demand __. 
12. The required reserve has to be __, that is easily __ into cash. 
13. __ is a minimum ratio of __ to __ that the central bank requires commercial banks 
to hold. 
14. If cash of commercial banks __ the required amount, they must immediately __ 
cash, usually from __, to restore their __. 
15. Commercial banks can make loans, i.e. they can __ and increase __. 
16. The money multiplier (m) shows __, which can be created by one dollar of __, the 
required reserve ratio __. 
17. The money multiplier  is __ to the required reserve ratio, it means that the larger  
__ is the smaller __ is; the less money __ and the less __ is. 
18. Since sight deposits will be 20 times cash reserves, the banking system will create 
$20 million of__ against its $1 million __. 
19. A reserve requirement acts like __ by forcing them to hold __ of their total assets 
as __ and __ as loans earning __. 
20. When the central bank imposes a reserve requirement __ the reserve ratio, the 
effect is to reduce __, reduce __, and reduce __. 
21. When a particular reserve-requirement is already __, any increase in __ will 
reduce __. 
22. The discount rate is __ that the Bank __ when the commercial banks want __. 
23. Banks have to balance __ they will get on extra lending with __ if there is __, 
which push their cash reserves __. 
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24. Commercial banks may as well lend up __ and __ their cash reserves __ to the 
minimum. 
25. If the worst __ and commercial banks __, they can always __ the Bank. 
26. The Bank announces that it will lend to commercial banks only at __. 
27. If the Bank imposes a penalty rate, a commercial bank may conclude that __ 
making the extra loans. 
28. There is too high a r isk that __ will then force the bank to __ the Bank at the 
penalty interest rate. 
29. It makes more sense to hold __ against the possibility of __. 
30. By setting the discount rate at __ in excess of __ of interest rates, the Bank can __ 
commercial banks __ to hold __. 
31. Since banks have to hold more cash as reserves, __ is reduced, less money can __ 
and __ is lower. 
 
Task: Study  the texts below and give a written summary of them: 

 
A.  TAX SYSTEM DESIGN 

Recent studies have singled out some of the desired features of the tax system 
that should emerge as countries develop. They are as follows: 

 Concentration of revenue sources. A system that raises revenue from a 
limited number of taxes and rates may substantially reduce administration and 
compliance costs. Avoidance of numerous taxes may also facilitate the assessment of 
the effects of policy changes and avoid an impression of excessive taxation. 

 Broad and objectively defined tax bases. A broad tax base with limited 
exemptions enables revenue to be raised with relatively low rates. Substantial erosion 
of the tax base trough exemptions requires much higher rates to achieve a given 
amount of revenue. Tax bases should be defined so as to ensure that producers and 
consumers can clearly estimate their tax liability when they plan activities. 

 Minimization of collection lags. In an inflationary environment the real value 
of tax receipts may decline substantially when there are long lags in payments. High 
penalties are necessary to ensure that legal delays are not compounded by 
delinquency lags. 

 Tax neutrality. The tax system should finance government operations with 
the least cost and disturbance to the patterns of production, and the generation and 
use of income. Hence, neutrality of the tax system is considered desirable, in the 
sense that distortions in incentives should be limited unless there are compelling 
reasons to discourage the production, consumption or trade of a particular  
commodity. The activity, most profitable before tax, should remain most attractive 
after tax. 

 
B. TAXATION PLANNING 

The governments of some countries use the taxation system to promote 
investment. Taxation laws are enacted to encourage domestic and international 
corporations to either invest or raise capital, and tax breaks are given to specific 
industries or to certain types of expenses to attract investors and consumers. As a 
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result of these taxation measures, there is significant scope for taxation 
planning in some countries and companies would be well advised to use such 
opportunities to structure their business in the most tax effective manner. 

For effective taxation planning, companies rely on tax specialists who must 
have an excellent understanding of both their clients’ business and the various 
taxation laws. Companies turn to their tax advisers for help on all the taxes for 
which they are liable, such as income tax, sales tax, property tax and payroll tax. 
These tax specialists are normally Chartered Accountants and CPAs who are not 
only involved in the preparation of tax returns (compliance), but who also give 
advice on a multinational company's domestic and foreign operations 
(consulting). Furthermore, they represent their clients before the tax authorities. 
 
Task: Read the dialogues and translate paying attention to the use of the specific 
financial terms:  

TAX  ACCOUNTING  
(An Expert’s comment) 

 

 “Provision for income taxes”. What does that mean? 
 Provision means putting money aside so that we have something to pay 

with later. So, provision for income taxes is talking about the current year's tax 
expense which will have to be paid in the future. 

 Like provisional? 
 Not exactly Provisional just means temporary, you know, not final. 

Like a provisional budget. It's not the final version. 
 And what about deferred income tax balances. What does deferred 

mean? 
 Basically put off to another day. The income has been recognized in the 

accounts, but the tax owing on that income will only be realized in the f utur e. 
 How does that affect associated companies? 
 Well, it depends. Associated companies and affiliates are a special 

case. 
 Deferred taxes are not normally recognized on undistributed earnings, 

but only if the plan is to re-invest the profits. 
 So, if we don't invest the profits, we pay tax. 
 Exactly. 

 

           
 These costs clearly relate to the repair and maintenance of our machines. 
 But in your financial statements, you argue that this expenditure was to 

upgrade and you have capitalized it all. At first glance, it appears clear that... 
 Excuse me, but you know as well as I do that the accounting and tax 

regulations allow for different definitions of what we can capitalize, and what 
we must expense. 
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 Yes, but it's easy to work out the type of costs you have from the 
descriptions in your accounts. And based on our interpretation of the laws, this 
seems to be capital expenditure, which you can of course depreciate. 

 We're going to take this further. I'm afraid I can't agree with your 
comments. 

 Look. I'm sorry, but this conversation is going nowhere. I suggest you 
make a submission and send it to our office. We can then consider your 
arguments in detail.  

 Fine. I' ll do it today. Thanks for your time. 
 You're welcome. Goodbye. 

 
* * * 

 So, can we agree at least that it will be 20 most cost effective to invest in an 
existing business? That way, we will be able to utilize the local knowledge of the 
personnel currently running the business. 

 Yeah, I think so. The question is how exactly. Do we buy the company or 
only the assets? There’s a lot to think about. For instance, the due diligence process, 
although that won’t affect the mechanics of our acquisition. What will we have to 
consider, Allen? You’re the international lawyer. 

  Lots of things, takeover rules, European Union regulation on competition and 
the accounting legislation. Dana, can you tell us something about that? 

  Actually, the accounting regulations aren’t such a big issue. More important 
will be the effect of our acquisition on our balance sheet. The goodwill component is  
huge and we have to be aware of the impact this is going to have. That’ll be an 
interesting discussion with the auditors. 

 
* * * 

  If we are thinking about raising capital in overseas 21 markets, the reporting 
requirements of those markets are obviously important. I’ve summarized some of the 
major points on this slide - let’s go through them briefly 

 It may be possible to measure all of these at their fair value, which would 
allow the recognition of unrealized gains. 

 This may have been developed completely separately from the accounting 
systems, and may provide considerable opportunities for taxation planning. 

 Typical of these is the Profit and Loss Account. 
 This can be acquired or self-generated - of course it may have to be 

recognized as an asset, if certain criteria are met. 
 Here we’re talking about things which we don’t actually own - they go back to 

their owners after a certain amount of time. They require different disclosure in the 
Balance Sheet, and the GAAP of different countries can require different 
classification, normally finance or operating. 

 The methods used to measure this can vary considerably. The normal ones are 
FIFO, which means “first in first out”, LIFO or “last in f irst out” or average cost, 
which is somewhere between the two. All give a different value for what we hold. 
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GRAMMAR REFERENCE 
 

Іменник (The Noun) 
 

-s a shop  – shops; a day  – days 
після “y” з попередньою приголосною, при цьому “y” змінюється на “i”: 
a country – countries 
після “o”: a tomato  –tomatoes; але a piano  – pianos; a photo  – photos 
після –s, – ss, – ch, – sh, – tch, –x, –z: a box  – boxes; a dress  – dresses; a 
wish  – wishes; a bench – benches 

-es 

після –f, –fe, при цьому –f, -fe змінюються на “v”: wife  – wives; a life  – 
lives; a shelf  – shelves; a wolf – wolves; a thief  – thieves; a calf  –calves; a 
knife  – knives; a half  –halves; a leaf  – leaves; a loaf  – loaves. 
Усі інші іменники на –f, –fe по загальному правилу: a safe  – safes; a roof  
– roofs 

 
Винятки a man – men, a woman – women, a foot – feet, a 

child – children, a tooth – teeth, an ox – oxen, a 
goose – geese, a mouse – mice 

Однина = множина a swine – swine, a sheep – sheep, a deer – deer 
Іменники грецького і 
латинського походження 

a curriculum – curricula; a datum – data; a 
phenomenon – phenomena; a basis – bases; a thesis – 
theses; a crisis – crises; a radius – radii; a nucleus – 
nuclea; a stimulus – stimuli; an index – indices 

Складові іменники a mother -in law – mothers-il-law; a fellow-worker – 
fellow-workers; a commander-in-chief – 
commanders-in-chief; a forget-me-not – forget-me-
nots 

 

Відмінок (The case) 
 

Однина Множина 
Tim’s dog. Собака Тіма. 
St. Paul’s cathedral. Собор Святого Павла. 

The Bakers house.  
Будинок Бейкерів. 

 
Іменники (істоти) (Animate Nouns) 

 

a girl’s hat – капелюх дівчинки 
a cat’s tail – хвіст кішки 

girls hats – капелюхи дівчаток 
cats tails – хвости кішок 
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Іменники (неістоти) (Inanimal Nouns) 
 

що означають час і відстань 
a minute’s walk – хвилинна 
прогулянка 
a kilometre’s distance – відстань в один 
кілометр 

a five minutes’ walk – п’ятихвилинна 
прогулянка 
a three kilometres’ distance – відстань в 
три кілометри 

що означають назви країн, міс т, суден 
a Ukrainian’s pupil – український 
учень 
Kyiv’s square – площа Києва 
the “Taras Shevchenko’s” crew – 
команда корабля “ Тарас Шевченко” 

 

збірні іменники 
a company’s office – офіс компанії 
the government’s decision – постанова 
уряду 
the family’s tradition – сімейна 
традиція 

companies’ offices – офіси компаній 
the governments’ decisions – постанови 
урядів 
the families’ traditions – сімейні 
традиції 

 

Прикметник (The Adjective) 
 

Види прикметників Основна 
форма 

Вищий 
ступінь 

Найвищий ступінь 

Односкладові long 
big 
hot 

longer 
bigger 
hotter 

the longest 
the biggest 
the hottest 

Двоскладові 
прикметники, що 
закінчуються на -y, -er,  
-le, -ow 

easy 
narrow 
simple 

easier 
narrower 
simpler 

the easiest 
the narrowest 
the simplest 

Двоскладові 
прикметники з 
наголосом на другому 
складі 

concisa 
polite 
severe 

conciser 
politer 
severer 

the concisest 
the politest 
the severest 

Багатоскладові 
прикметники 

Beautiful 
 
important 

more 
beautiful 
more 
important 

the most beautiful 
the most importans 

Виняток good 
(хороший) 
bad 
(поганий) 
little 
(маленький) 

better 
(краще) 
worse 
(гірше) 
less 
(меньше) 

best (найкращий) 
 
worst (найгірший) 
  
least (найменший) 
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much, more 
(багато) 
far (далекий) 

more 
(більше) 
further, 
farther 
(більш 
далекий) 

most (більше всього) 
 
furthest, farthest (самий 
далекий) 

 

Числівник (The Numeral) 
 

дати 
May 9, 1945 – May the ninth (the ninth of May); nineteen forty-
five; 1900 – nineteen hundred; 1905 – nineteen o (ou) five; 2000 
– two thousand 

дробові 
числівники 

½ – a (one) half, ¼ – a (one) quarter/fourth, 2/3 – two thirds,  
2 3/7 – two and three sevenths,  
0.5 – (naught) point five,  
3.751 – three point seven five one   

номера 
телефонів, 
сторінок, глав і 
т. ін. 

366038 – three double six o (ou) three eight 
5446 – five four four six 
page twenty-five – сторінка двадцять п’ята 
part three – частина третя 
chapter six – глава шоста 
room ten – кімната десята 
size thirty-seven – розмір тридцять сьомий 

 

Займенник (The Pronoun) 
 

Називний 
відмінок 

I 
Я 

you 
ти 

he 
він 

she 
вона 

it 
воно 
(він, 
вона) 

we 
ми 

you 
ви 

they 
вони 

О
со

бо
ві

 

Об’єктний 
відмінок 

me 
мене, 
мені 

you 
тебе, 
тобі 

him 
його, 
йому 

her 
її, їй 

it 
його, 
йому, 
її, їй 

us 
нас, 
нам 

you 
вас, 
вам 

them 
їх, їм 

Залежна 
форма 

my 
мій, моя, 
моє, мої 

your 
твій, 
твоя, 
твоє 

his 
його 

her 
її 

its 
його, її 

our 
наш, 

наша, 
наше 

your 
ваш, 

ваша, 
ваше 

their 
їхній, 
їхня, 
їхнє, 
їхні 

П
ри

св
ій

ні
 

Незалежна 
форма 

mine 
мій, моя, 
моє, мої 

yours 
твої 

his 
його 

hers 
її 

its 
його, її 

ours 
наші 

yours 
ваші 

theirs
їхні 
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Зворотньо-
ударні 

myself 
сам, 
сама 

yourself 
сам, 
сама 

him-
self 
сам 

her-
self 

сама 

itself 
сама, 
сам 

our-
selves 
самі 

your-
selves 
самі 

them-
selves 
самі 

Взаємні each other, one another  
Вказувальні this (these), that (those), such, the same 
Питальні who, whom, whose, what, which 
Відносні і 
з’єднувальні who, whom, whose, which, that 

Неозначені і 
заперечні 

some, any, one, ale, each, every, other, another, both, many, much, 
few, little, lither, no, none, neither 

 

 
Дієслово (The Verb) 

Дієвідміна дієслова to be в теперішньому часі 
 

Стверджувальна форма 
Число Особа Однина Множина 

1-а I am we are 
2-а you are you are 

3-я 
he       
she              is 
it 

they are 

Питальна форма 
1-а am I? are we? 
2-а are you? are you? 

3-я 
                he 
is             she 
                it 

are they? 

Заперечна форма 
   

1-а I am not we are not 
2-а you are not you are not 
3-я he 

she            is not 
it 

they are not 
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Неозначені часи (Indefinite Tenses) 
 

The  Present  Simple  Tense  
I / you  /  we / they  work in 
this office  five days a 
week. 

I / you  /  we / they  do not  
( don’t ) work in this office  
five days a week.  

 Do I / you  /  we / they  
work  in this office  five 
days a week?  

He / she / it often goes  to  
the park.  

He / she / it often  does not  
( doesn’t ) often go  to  the 
park.  

Does  he / she / it often go  
to  the park ?  

The Past  Simple  Tense   
I / you / he / she / it / we / 
they 
walked in the park 
yesterday.  

I / you / he / she / it / we / 
they 
did not ( didn’t ) walk  in 
the park yesterday.  

Did  I / you / he / she / it / 
we / they  walk  in the park 
yesterday?  

I / you / he / she / it / we / 
they 
went for a walk yesterday.  
 

I / you / he / she / it / we / 
they 
did not ( didn’t ) go for a 
walk yesterday.  

Did I / you / he / she / it / 
we / they go for a walk 
yesterday ? 
 

The  Future  Simple  Tense  
I / we  shall ( ‘ll )  write a 
test tomorrow.  

I / we  shall not ( shan’t )  
write a test tomorrow.  

Shall  I / we  write a test 
tomorrow ?   

You / he / she / it / they will  
( ‘ll ) go to the forest  in 
summer.  

You / he / she / it / they will 
not ( won’t ) go to the 
forest  in summer.  

Will you / he / she / it / they  
go to the forest  in summer?  

 

 
Дієвідміна дієслова to be в теперішньому часі 

 

Стверджувальна форма 
Число Особа Однина Множина 

1-а I am we are 
2-а you are you are 

3-я 
he       
she              is 
it 

they are 

Питальна форма 
1-а am I? are we? 
2-а are you? are you? 

3-я 
                he 
is             she 
                it 

are they? 
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Заперечна форма 
   

1-а I am not we are not 
2-а you are not you are not 
3-я he 

she            is not 
it 

they are not 

 
Дієвідміна дієслова to have в теперішньому часі 

 

Число Особа 
Однина Множина 

1-а I have a ball. We have a ball. 
1-а You have a ball. You have a ball. 
3-я He 

She        has a ball. 
It 

They have a ball. 

Питальна форма (дієслово to have може утворювати питальну 
форму без допомоги дієслова to do) 

1-а Have I ball? Have we a ball? 
2-а Have you a ball? Have you a ball? 
3-я             he 

Has      she      a ball? 
             it 

Have they a ball? 

Дієслово to have може утворювати питальну форму за допомогою 
дієслова to do 

1-а Do I have a ball? Do we have a ball? 
2-а Do you have a ball? Do you have a ball? 
3-я                he 

Does       she        have a ball? 
               It       

Do they have a ball? 

Заперечна форма 
1-а I have not a ball. We have not a ball. 
2-а You have not a ball. You have not a ball. 
3-я He 

She            has not a ball. 
It 

They have not a ball. 
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Дієвідміна дієслова to do в теперішньому часі 
 

Число Особа Однина Множина 
Стверджувальна форма 

1-а I do morning exercises. We do morning exercises. 
2-а You do morning exercises. You do morning exercises. 

3-я 
He 
She          does morning     exercises. 
It 

They do morning exercises. 

Питальна форма 
1-а Do I do morning exercises? Do we do morning exercises? 

2-а Do you do morning exercises? Do you do morning exercises? 

3-я 
             he 
Does     she       do morning exercises? 
             it    

Do they do morning exercises? 

Заперечна форма 
1-а I do not do morning exercises. We do not do morning exercises. 
2-а You do not do morning exercises. You do not do morning 

exercises. 
3-я He 

She     does not do morning exercises. 
It 

They do not do morning 
exercises. 

 
 

Тривалі часи (Continuous Tenses) 
 

The Present Continuous Tense 

 I  am going to the Zoo.  I am not going to the Zoo.  Am  I going to the Zoo? 
 You  are going…  You are not ( aren’t ) 

going…  
 Are you going …? 

 He 
 She  is  going … 
 It  

He 
She   is not ( isn’t ) going 
It 

       he 
Is    she   going … ? 
        It 

 We  are  going … 
 

We  are not ( aren’t ) 
going… 

Are we going …? 
 

 They  are  going … They are not (аren’t)  
going… 

Are they going …? 

The Past Continuous Tense 
I 
He         was   going 
She         
It  

I 
He     was not  going 
She    ( wasn’t ) 
It  

           I 
Was     he      going ?     
           she  
            it 
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We 
You    were  going  
They  

We 
You    were not    going 
They   ( weren’t ) 

           we 
Were    you    going ? 
           they 

The Future Continuous Tense 
I      shall  be    going 
We  ( ‘ll )  

I     shall not  be   going 
We  ( shan’t ) 

Shall  I      be  going ? 
         we 

You 
He  
She    will  be   going 
It      ( ‘ll ) 
They   

You 
He 
She  will  not  be    going 
It     ( won’t ) 
They  

        you 
         he 
Will  she   be   going ? 
          it 
          they 

 
Доконані часи (Perfect Tenses) 

 
The Present Perfect Tense  

I / you / we / they  have just 
moved to a new flat. 

I / you / we / they  have not 
 ( haven’t )  just moved into 
a new flat. 

Have  I / you / we / they   
 just moved into a new flat ? 
 

He / she / it  has  already  
come home. 

He / she / it  has not 
(hasn’t)  come home yet. 

Has  he / she / it    already  
come  home ? 

The Past Perfect Tense  
I / you / he /she / it / we / 
they 
had  finished  work  by the 
end of the last  week.   

I / you / he /she / it / we / 
they 
had not ( hadn’t ) finished  
work  by the end of the 
week.   

Had I / you / he /she / it / we 
/ they  finished  work  by the 
end of the week ?  
 

The Future Perfect Tense  
I / we  shall  have  written  
the test  by  5 p.m.  
tomorrow.   

I / we  shall  not (shan’t ) 
have   written  the test  by  
5 p.m.  tomorrow. 

Shall  I / we  have  written  
the test  by  5 p.m.  
tomorrow?   

You / he / she / it / they will  
have  returned  home  by 
the end of the month. 

You / he / she / it / they will 
not ( won’t ) have  
returned  home  by the end 
of the month. 

You / he / she / it / they will  
have  returned  home  by 
the end of the month. 
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Пасивний стан (The Passive Voice) 
 

 

In
de

fin
ite

 

C
on

tin
uo

us
 

Pe
rf

ec
t 

Pe
rf

ec
t 

C
on

tin
uo

us
 

Pr
es

en
t -am 

-is        asked 
-are 
(Питають взагалі, 
звичайно, завжди) 

-am 
-is       being asked 
-are 
(питають зараз) 

-have 
-has          been asked 
 
(вже спитали) 

– 

Pa
st

 -was 
-were      asked 

 
(спитали колись) 

-was 
-were   being asked 
(питали у той 
момент) 

had been asked 
 
(до того моменту вже 
спитали) 

– 

Fu
tu

re
 -shall 

-will     be asked 

(спитають коли-
небудь) 

– 
-shall 
-will       have been asked 
(спитають до того часу) 

– 

Fu
tu

re
-

in
-t

he
-

Pa
st

 -should 
-will       be asked 

(спитають коли-
небудь) 

– 
-should 
-would   have been asked 
(спитають до того часу) 

– 

 
Модальні дієслова та їх еквіваленти 

 

Модальне 
дієслово Функція Приклад 

1. Фізична чи розумова 
якість, вміння 

She can do it.  
Вона може це зробити. 
I can swim.  
Я вмію плавити. 

2. Дозвіл / заборона Can I come in?  
Можна увійти? 

3. Припущення (в тв.) She can have done it. Можливо, вона це 
зробила. 

can, 
could 

4. Сумнів, недовіра  
(в питал. і запереч.) 

Can she have done it?  
Невже вона це зробила? 

to be,  
able (to) 

 She will be able to do it.  
Вона може це зробити. 

1. Дозвіл / заборона May I speak to you?  
Можна з вами побалакати? 

may, 
might 

2. Припущення з  
часткою невпевненос ті 

She may do (have done) it. Можливо, 
вона це робить (зробила). 
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3. Докір (might) You might be more attentive. Ти міг би 
бути уважніше. 

to be 
allowed (to) 

 He was allowed to go there. Йому 
дозволили йти туди. 

1. Обов’язок, 
необхідніс ть, наказ, 
порада 

She must do it.  
Вона повинна це зробити. 
You must consult the doctor. Ви 
повинні порадитись з лікарем. must 

2. Припущення з 
великою часткою 
впевненості 

He must be an engineer. Мабуть, він 
інженер. 

to have (to)  She had to do it.  
Вона повинна була це зробити. 

to be 
obliged (to) 

 I will be obliged to call the police.  
Я повинен буду телефонувати в 
поліцію. 

to have (to) 

Необхідність під 
впливом обставин 

You will have to go home. Вам 
прийдеться піти додому.  
I have to get up at 6 a.m.  
Мені приходиться вставати в 6 годин 
ранку. 

need Необхідність (в питал.  
і запереч.) 

You needn’t hurry.  
Не варто поспішати. 

1. Моральний 
обов’язок, порада, 
рекомендація 

You should vis it her.  
Вам необхідно відвідати її. should, 

ought (to) 2. Припущення з 
часткою впевненос ті 

They should be a happy family.  
Вони, повинно бути, щаслива сім’я. 

1. Обов’язок за 
планом, розписом, 
графіком,попередньою 
домовленіс тю 

The lessons are to begin at 9 a.m.  
Заняття повинні початися в 9. 
We are to meet at the corner.  
Ми повинні зустрітися на розі. 

to be (to) 
в Present 
Indefinite, 
Past 
Indefinite 2. Наказ, інструкція. You are to go to bed!  

Лягайте спати! 
1. Наказ, 
попередження, угроза, 
застереження 

You shall not run away from me!  
Ти від мене не втечеш! 

Shall 2. Питання для 
отримання 
розпорядження, 
вказівки 

Shall I turn on the lights?  
Виключити світло? 

will, 
would 

1. Воля, бажання, 
наміри 

We will help you.  
Ми допоможемо вам (охоче) 
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2. Ввічливе прохання, 
запрошення 

Would you like some coffee?  
Не бажаєте кави? 

3. Вказівка на те, що 
предмет не виконує 
свої функції (в 
запереч.) 

The knife won’t cut.  
Ніж не ріже. 

 

Форми інфінітива (The Forms of the Infinitive) 
 

Форми Active Passive 

Indefinite 

to help 
I am glad to help him. 
Я рад допомогти йому. 

to be helped 
I am glad to be helped. 
Я рад, що мені 
допомагають. 

Continuous 

to be helping 
I am glad to be helping him. 
Я рад, що допомагаю йому 
зараз. 

– 

Perfect 

to have helped 
I am glad to have helped him. 
Я рад, що допоміг йому. 

to have been helped 
I am glad to have been 
helped. 
Я рад, що мені допомогли. 

Perfect 
Continuous 

to have been helping 
I am glad to have been helping 
him. 
Я рад, що допомагав 
(допомагаю) йому (на протязі 
деякого часу). 

– 

 

Пряма і непряма мова (Direct and Indirect Speech) 
 

Пряма мова Непряма мова 
She said  to him, «Come at 3 o’clock»  
He said to me, « Don’t go there» 

She asked him to come at 3 o’clock. 
He told me not to go there. 

He said, «I know it». 
He said to me, «I shall do it tomorrow». 

He said that he knew it. 
He told me that he would do it the next day. 

She asked me, «Have you written the 
paper?» 
He asked me, «Where do you live?» 
this (these) 
now 
here 
today 
yesterday 
tomorrow 
ago 
next week 

She asked me if (whether) I had written 
the paper.  
He asked me where I lived.  
that (those) 
then 
there 
that day 
the day before 
the next day 
before 
the following week  
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Герундій (The Gerund) 
Форми герундія (The Forms of the Gerund) 

 

 Active Passive 

Indefinite 
ASKING 
He likes asking questions. 
Він полюбляє ставити запитання. 

BEING ASKED 
He likes being asked. 
Він любе, коли його питають. 

Perfect 

HAVING ASKED 
I remembered having asked her 
about it. 
Я згадав, що я вже запитував її 
про це. 

HAVING BEEN ASKED 
I remembered having been 
asked about it. 
Я згадав, що мене вже питали 
про це. 

 
Умовні речення (The Conditional Sentences) 

 

Тип умови Підрядне умовне речення Головне речення 

І тип 
реальна 
умова 

Present Indefinite 
 
If he works hard, 
 
Якщо він буде старанно працювати, 

Future Indefinite 
 
he will pass his exam. 
 
він здасть екзамен. 

ІІ тип 
моральна 
умова 

Past Indefinite 
 
 
If he worked hard, 
 
Якщо би він працював старанно, 

would (could, might) 
+ Indefinite Infinitive 
 
he would pass the 
exam. 
він здав би екзамен. 

ІІ тип 
нереальна 
умова 

Past Perfect 
 
 
If he had worked hard last tern, 
 
Якщо він би працював старанно в 
минулому семестрі, 

would (could, might) 
+ Perfect Infinitive 
 
he would have passed 
his exam. 
він би здав екзамен. 
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IRREGULAR VERBS 
 

Infinitive Past Simple Participle II 
be  was , were   been  
bear  bore  born  
beat  beat beaten  
become  became   become  
befall  befell   befallen  
begin  began  begun  
bend  bent  bent  
beseech  besought   besought   
bind  bound  bound   
bite  bit  bit(ten)  
bleed  bled  bled   
blow  blew  blown  
break broke   broken  
breed  bred   bred   
bring  brought  brought   
build  built   built   
burn  burnt  burnt   
burst   burst   burst  

buy  bought  bought   
cast  cast   cast  
catch  caught  caught  
choose  chose  chosen  
cleave  clove   cloven   
cling  clung  clung  
clothe  clothed  clothed  
come   came  come  
cost   cost   cost  
creep   crept   crept   
cut  cut  cut   
dare  durst   dared 
deal   dealt   dealt  
dig  dug   dug  
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do  did done   
draw  drew  drawn  
dream   dreamt  dreamt  
drink  drank   drunk   
drive   drove   driven   
dwell   dwelt  dwelt   
eat   ate  eaten  
fall   fell  fallen  
feed   fed   fed  
feel  felt   felt   
fight   fought   fought   
find   found  found   
flee fled   fled  
fling  flung  flung  
fly   flew   flown  
forbid  forbade  forbidden  
forget  forgot  forgotten   
forgive   forgave   forgiven  
freeze   froze   frozen  
get   got  got   
gild   gilt   gilt   
give   gave   given  
go   went   gone   
grind   ground   ground  
grow  grew  grown   
hang   hung  hung  
have  had   had  
hear   heard   heard   
hew   hewed   hewn   
hide   hid  hidden  
hit  hit  hit  
hold  held  held  
hurt   hurt  hurt  
keep  kept   kept  
kneel   knelt   knelt  



 

 197 

knit knit  knit  
know   knew   known  
lay laid  laid   
lead  led  led  
lean  leant   leant   
leap   leapt   leapt  
learn  learnt learnt 
leave  left  left   
lend   lent   lent   
let  let  let  
lie   lay  lain   
light  lit   lit  
lose   lost   lost   
make   made  made  
mean  meant   meant  
meet   met   met  
mishear  misheard   misheard   
mislead  misled   misled   
mistake   mistook   mistaken   
mow  mowed  mown  
pay  paid  paid  
put  put   put   
read  read   read   
rebuild  rebuilt   rebuilt   
ride  rode   ridden  
ring  rang   rung   
rise   rose  risen  
run  ran   run   
saw   sawed  sawn   
say  said   said   
see  saw   seen   
seek  sought   sought   
sell   sold   sold  
send   sent   sent   
set  set  set  
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sew   sewed  sewn   
shake   shook   shaken  
shave  shaved  shaven  
shear  sheared  shorn   
shed   shed   shed   
shine shone   shone  
shoe  shod  shod   
shoot  shot   shot  
show  showed   shown   
shrink   shrank   shrunk   
shut  shut  shut   
sing  sang   sung   
sink   sank   sunk   
sit   sat  sat   
sleep   slept  slept   
slide  slid   slid   
smell  smelt   smelt   
sow   sowed  sown   
speak   spoke   spoken   
speed   sped  sped   
spell   spelt spelt 
spend  spent   spent  
spill   spilt   spilt   
spin   span   spun   
spit  spat   spat   
split   split   split   
spoil  spoilt spoilt 
spread  spread  spread   
spring  sprang   sprung   
stand   stood   stood   
steal   stole   stolen   
stick   stuck   stuck  
sting   stung  stung   
stink  stank   stunk [ 
stride   strode   stridden   
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strike   struck   struck  
string   strung   strung   
strive  strove   striven  
swear   swore   sworn  
sweep   swept  swept   
swell  swelled   swollen  
swim  swam   swum   
swing   swung  swung   
take   took  taken   
teach  taught   taught  
tear  tore  torn   
tell  told   told   
think   thought   thought   
throw  threw   thrown   
thrust  thrust   thrust   
tread   trod  trodden   
unbend  unbent   unbent  
understand   understood   understood   
undertake  undertook  undertaken   
upset  upset  upset   
wake  woke   woken  
wear  wore  worn  
weave  wove   woven   
weep  wept  wept  
win   won  won 
wind   wound  wound   
withdraw   withdrew  withdrawn   
write   wrote  written  
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