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UNIT 1
ECONOMICS

Texts: 1. What is Economics all about?
2. Business Entities
3. What is capitalism and How does it operate?

Ex 1. As you read the text below try to give the Uzbek (Russian)
equivalents of the following words and word — combinations:

raw materials output

labour force production costs

utilize consumer preferences
rational solution benefit (from)

rationing device sophisticated technologies
equitable to be subject to

revenues alternate

allocation monetary policy

exceed fiscal policy

input to seek profits

Text1.
WHAT IS ECONOMICS ALL ABOUT?

It is characteristic of any society that while wants of people are
growing constantly, the economic resources required to satisfy these wants
are limited and scarce. Economic resources may be classified as material
resources (raw materials and capital) and labour resources (labour force and
entrepreneurship). Scarcity of resources makes it necessary to save them. As
a result any economic system is trying to find most effective and efficient
ways of utilizing resources for the production of goods and services. The
rational solution of the problem brings about the maximum economic
growth, full employment, stable prices, equitable distribution of revenues,
and social security of the needy.

There are different economic systems in the world today. Many
economists argue that free enterprise, or the market economy is the most
effective system, because businesses are free to choose whom to compete
with. How can a market economy solve what, how and for whom to
produce?

It is done through a market, which is a set of arrangements through
which buyers and sellers make contact and do business, in which choices
concerning the allocation of resources and transactions among members
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of society involving factors of production, incomes, goods and services
are left to countless independent decisions of individual consumers and
producers acting on their own behalf.

One of the main laws of the market is the law of supply and demand. It
says that if demand exceeds supply, the price tends to rise and when supply
exceeds demand the price tends to fall.

Given the scarcity of resources, the market functions as a rationing
device with the price mechanism as its principal instrument. In free markets,
prices direct allocations of inputs of firms that make the most profitable use
of them. The price mechanism also guides the decisions of producers
concerning the composition of their output. Finally, the price mechanism of
demand and supply.

Thus, the market mechanism brings about an allocation of resources
that reflects two basic factors: consumer preferences and production costs.
The price which play the coordinating role of the market mechanism are
determined through the interaction of demand and supply.

Another important force of the market is competition. On the one
hand, it protects the customers — they have the right of choice and they
benefit from the fact that competition keeps price close to costs; on the other
hand, it makes producers and suppliers of scarce resources utilize them
economically, using most sophisticated technologies.

All business produce goods and services and seek profits. They all
compete with other businesses for inputs of labour, capital and natural
resources, including foreign partners.

Freedom of enterprise is not total the market economy. Businesses are
subject to laws and government regulations.

Economic machines do not always run smoothly. They are subject to a
business cycle that alternates between periods of rapid expansion and
periods of recession in which outputs fall and unemployment rises.

Economic environment is determined by the economic policies of the
government, fiscal and monetary policies being the major factors. So, if an
economic system is to perform well it must deal with many economic
challenges.

C.H.JIvooumuena, B.H.KopeneBa
Kypc aHri.a3. 1jis GUHaAHCUCTOB.



Ex 2. Give derivatives of:

distribution production economy
competition regulation supply
allocation expention consumer
scarcity growth policy
profit employment effect

Ex 3. Write out from the text international words like economy,
resources, etc.

Ex 4. Look through the text again and find the answers to the following

guestions:
1. What is characteristic of any society?
2. How can economic resources be classified?
3. What is the most efficient economic system? Why?
4. How does the market operate?
5. What is the price determined by?
6. What role the price mechanism play in free — market economy?
7. Why is competition an important force of the market?
8. What determines the economic environment?
Ex 5. Match the words to their definitions.
1. scarcity
2. law of demand
3. law of supply
4. economic system
5. price
6. market
7. distribution
8. free market
a. The demand for a particular product or service
b. A lack of something that can be used to satisfy all wants
c. A principle stating that producers will supply more of an item at a higher
price than at a lower price
d. In economics, the allocation of resources among agents in an economy. It
has been a fundamental question in economics since earliest times.
e. A principle stating that consumers will generally buy less of an item of a
higher price than at a lower price.
f. A market that is free from government interference, prices rising and

falling in accordance with supply and demand.
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g. The amount of money given or ached for when goods or services are

bought or sold.

h. A way of producing goods and services and of providing a means for

people to get them.

Ex 6. Critical Thinking. Define whether the statements below are true
or false:

N8'NL'O NG Y NE ST BT [SIOMSUY

1. All businesses produce goods and service and seek profits.
2. Economic machines always run smoothly.
3. The price are determined through the interaction of demand and supply.
4. Only Britain operates a mixed system splitting the economy into public and
private sectors.
5. The natural monopolies are transport, gas, electricity, and water supply.
6. The State doesn’t regulate business and economy.
7. The value of all goods and services produced in the economy measured by
gross domestic product (GDP)
8. Interaction of consumers, producers and the government constitutes economic
activity.

Ex 7. Write several paragraphs on the following:

a) The market mechanism
Use: to make contact, to do business, to choose, to solve, to buy,
to sell, to compete, to produce, price, allocation of resources
b) Competition.
Use: to benefit from, to keep, to cost,
to utilize, economically, consumer,
preferences, prices, to protect, production costs
c) Favourable / unfavourable economic situation in a country.
Use: economic activity, industrial production,
standards of living, unemployment,
inflation, external debt, export, import
d) The rational solution of ways of utilizing resources.
Use: economic growth, social, security of the needy,
stable prices, full employment, distribution of revenues

Ex 8. Cluster Project Making.

Discuss these question and present your ideas by “clusters”

1. Describe the economic systems existing in the world today. Which is
the most effective system from your point of view (mention the

economic agents and their relationships).

2. Name the most important economic system has to solve with regard to
them.



3. What is market? How does the market mechanism function?

4. Do you agree that competition is an important force of the market?

5. What characterizes the transition to market economy in Uzbekistan?

6. Is Uzbekistan attractive to foreign business men and investors, and
what are the most typical forms of business organization?

Text 2.
BUSINESS ENTITIES

Ex 1. Give equivalents of the following words and word combinations in
your native language:

entity general supervision
sole transferring ownership
separate double taxation

profit making business capital stock

public firm employ manager

elect a board of directors
dominant form

Ex 2. Read the text and point out its main parts.
BUSINESS ENTITIES

There are three main types of business entities — sole proprietorship,
partnership, and corporation. A sole proprietorship is an unincorporated
business owned by one person. This type of business entity is usually small
In size and is common in the service, retailing, and farming industries. Often
the owner is the manager. Legally the business and the owner are not
separate entities. However, accounting views the business as a separate
entity that must be accounted for separately from its owner.

A partnership is an unincorporated business that is owned by two or
more persons known as partners. Some partnerships are large in size (e.g.,
international public accounting firms and law firms). The agreements
between the owners are specified in a partnership contract. This contract
deals with such matters as division of income each reporting period and
distribution of resources of the business upon termination of its operations.
A partnership is not legally separate from its owners. Legally each partner in
a general partnership is responsible for the debts of the business (each
general partner has unlimited liability). However, the partnership is a
separate business entity to be accounted for separately from its several
OWners.




A corporation is a business that is incorporated under the laws of a
particular state. The owners are called stockholders or shareholders.
Ownership is represented by shares of capital stock that usually can be
bought and sold freely. When an approved application for incorporation
Is filed by the organizers, the state issues a charter. This charter gives the
corporation the right to operate as a separate legal entity, separate and
apart from its owners. The stockholders enjoy limited liability.
Stockholders are liable for the debts of the corporation only to the extent
of their investment. The corporate charter specifies the types and
amounts of capital stock that can be issued. Most states require a
minimum of two or three stockholders and a minimum amount of
resources to be contributed at the time of organization. The stockholders
elect a governing board of directors, which in turn employs managers
and exercises general supervision of the corporation. Accounting also
views the corporation as a separate business entity that must be
accounted for separately from its owners.

In terms of economic importance, the corporation is the dominant
form of business organization in the United States. This dominance is
caused by the many advantages of the corporate form: (a) limited
liability for the stockholders, (b) continuity of life, (c) ease in
transferring ownership (stock), and (d) opportunities to raise large
amounts of money by selling shares to a large number of people. The
primary disadvantage of a corporation is that its income may be subject
to double taxation (corporate income is taxed when earned and then
again when a is distributed to stockholders as dividends).

Ex 3. Look through the text again and copy out all the words
pertaining to

a) a sole proprietorship
b) a partnership
C) a corporation

Compare your list with the same ones of your friends. Do it as quickly
as possible.
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Ex 4. Match the words in Column A with their definitions in Column B.

Column A Column B
> | 1. Entrepreneur a) large business that carry an activities such as production in
2 two or more countries
3 | 2. Liability b) a voluntary association of two or more persons to carry as
e co — owners of a business for profit
r | 3. Limited C) person, who organizes, manages and takes risks in
@ Liability running a business
~ | 4. Sole d) A business organizational form that is considered to be a
- | proprietorship legal being. It insulates its owners from personal
"Z: 5. partnership e) being responsible for debts
2, | 6. corporation f) an incorporated business owned by one person
® | 7. multinational g) the responsibility of the owners of a corporation for the
corporation debts of that corporation only to extent of the amount they
have invested.
Ex 5. Read the text again and note the advantages and disadvantage

of the corporate form.

Ex 6.
1.

2
3.
4

w

Ex 8.
. Form of Dbusiness organization: sale traders, partnerships, private

Answer the questions according to the text:
Why is a sole proprietorship called by that name?

. Do you know the best way for partners to avoid problems?

What does unlimited Liability mean to the owners?

. What is the major way that a corporation is different from a sole

proprietorship and a partnership.

. Explain double taxation.
. How is general supervision of the corporation exercised?

. Give extensive answers to these discussion questions:
. What are the most typical forms of business organization in the west

and in Uzbekistan?

. What Liability is borne by different forms of business unit (joint —

stock companies; partnerships?)

. Does the state regulate business and economy?
. Uzbekistan is moving towards market economy, but not every one is

happy about it. Say why you think some people are opposed to market
economy.

Prepare a short talk on the following:

Limited companies, public limited companies, cooperative societies.
The variety of jobs and careers among which to choose is enormous.
Are you going to work in a private business, in government agencies
or in the non — for — profit sector?
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Text 3.
WHAT IS CAPITALISM AND HOW DOES IT OPERATE?

Ex 1. Before listening the text try to understand these words and
word — combinations:

restrictions — limits on action

initiative — process of making first moves in an action

social justice — equality of opportunity and fairness of treatment of
all groups

profit — in economics, the return of capital as a factor of
production; for a single transaction, the excess of the selling price of the
article or service being sold over the costs of providing it.

profit, motive — the intention to still have something left after
paying the costs of production.

laissez — faire (les—ay—Fair) — opposing government interference in
economic affairs.

annoy — to bother

WHAT IS CAPITALISM AND HOW DOES IT OPERATE?

Capitalism is an economic system in which there is private
ownership of property and the means of production. It is on the profit
motive and freedom of individual initiative in business. Capitalism is
often referred to as the free enterprise system. A true capitalist society
operates only on the basis of supply and demand in a free and
unregulated marketplace. Such a society has as little government
regulation as possible. It favors Adam Smith’s policy of laissez—faire
(les-ay-FAIR), which means “allow to act”. In other words, it means “let
people do as they please”. The government should do only what is
needed directly to protect health and safely.

Many people say they favor laissez—faire, but it hardly exists today.
There are no complete unregulated capitalism economies in the modern
world. Every capitalist nation has limits on the ownership of property and
the conduct of business. There are also heavy profit taxes plus many
restrictions on investors and entrepreneurs. There regulations, limits and
restrictions have produced a managed capitalist economy in today’s world.

Capitalism has undergone many changes over the years.

Economic hardship, wars, labor unionism, and the attempt to bring
about social justice have led to many changes. As a result, American
capitalism has come to mean different things at different times.
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In spite of constant changes, there is a general way of describing a
modern capitalism economy. It is based on the private ownership of
property and the means of production. Its free enterprise profit system
offers producers and investors a chance for profit. Part of that risk is
linked to the operation of supply and demand. That risk exists even in the
modern system of government regulation and restrictions.

Government regulation and restrictions have grown steadily over
the years. They are supposed to protect the people and the entire nation
against hardship and suffering. Today there is evidence that many people
feel there are too many government regulations and restrictions.

Government powers have also expanded in other ways. Over the years
the government has tried to limit the economic powers of individuals and
large corporation. It has done this by use of tax laws and by efforts to
regulate many aspects of industrial and financial activities. There efforts
may be annoying and they are often resented. However, they do not change
the basic nature of the capitalist economy. Capitalism in the United States
may be managed and regulated, but it is based on private property and the
profit motive. There still exists a fairly free market. Most goods and services
are still bought and sold on the basis of supply and demand.

Modern — day capitalism in the United States permits people to
engages in dozens of kings of economic activities. There include the
following economic rights:

- The right to own personal and real property.

- The right to buy and sell shares of ownership in properties
and businesses.

- The right to seek employment freely with any company and
leave such employment.

- The right to borrow or lend money at interest.

- The right to collect money in the form of rents

- The right to produce goods in privately owned factories and
workshops.

Abramowitz. Adkins. Rogers.
Economic and The American Free Enterprise system.

resent — odmxarbcs, xada 0YIMOK

Ex 2. Listen to the text again and answer the questions:
1. Why is capitalism sometimes called a private enterprise system?
2. What about government regulation?
3. What does Laissez — faire mean?
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4. Can you describe a modern capitalist economy?

5. In which way has the government tried to limit economic powers of
individuals and corporations?

6. Why is profit so important and an energizing force in the economy?

7. Explain the phrase “on the basis of supply and demand”

Ex 3. Language competition.
Look through the text and write a list of key words, using these words
write a short summary.

Ex 4. Problem Solving.

Paul A. Samuelson and Milton Friedman are both professors of economics
at universities. Both won Nobel prize for their writings and theories. After
reading their comments answers the questions that follow them.

Questions: How seriously do you take the recent decline in productivity
S. : Our actual trop in productivity is temporary.
Fr.: The sharp decline in productivity is not serious and it will be
reversed when the economy recovers.

Questions: To what extent are government regulations specifically
responsible for the productivity decline? In what way?
S.: Safety regulation and pollution controls do lower productivity
... but longer lives and purer air are part of what an affluent
society will rationally want... .
Fr.: Excessive regulation has imposed a heavy hidden tax that
discourages
investment and enterprise and is ultimately paid by the consumer.

Answers the questions:

1. How much do they differ in their ideas about economics?

2. How much are they in agreement?

3. Do Samuelson and Friedman agree or disagree about the
seriousness of the recent decline in productivity?

4. Do the two economists agree or disagree whether government
regulations lower productivity?

5. What does Professor Samuelson feel is most important in
promoting productivity growth?
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UNIT 2
PUBLIC FINANCE

Texts: 1. Financial and Financial System
2. Why Finance?
3. The UK Economy

Ex 1. As you read the text below try to match the words and word
— combinations in Column A to the their Uzbek Russian equivalents
in Column B.

Column A Column B
1. turnover a) OIleHKa, cMeTa; 0axoJall OJAMHIaH

> xucoOant

é 2. financial flows b) ¢uHAHCOBEII TO; MOJUSBUH HHIT

3 | 3. provision C) ceMeliHOE XO3SHCTBO; OMIIABHH XY KATHK

& | 4. encouragement d) To4HBII TPOrHO3; aHKUK OaIopar

~ | 5. household €) pacxobl, 3aTpaThl; capdyiall, Xxapaxariap

w | 6. thrift institution ) cnaOxkeHue, oOecrieueHne; TabMUHJIALL

3; 7. estimate g) o6opot, 060paunBaeMOCTh (JICHET,

@ KanuTaja); alIaHulll, aiiaHyBYMITUTH

o | 8. expenditure h) moxnepka, CTHMYJIMPOBAHUE, TIOOIIPEHUE;

";\; _ KYJI1a0—KyBBaTJIalll, parOaTIIaHTUPHUIIL

o 9. accurate forecast I) cOeperaTeabHOE YUpEKICHUE; AETO3UT

;“:’_ gya;cacacn (01:0HaTJ1§1pHH KaOyJ1 KWJIUIILI

- HIIaH IyFyUIaHyBYN

§ 10. fiscal year ) (bHHaHCOBL};zyHOTOIz’I/I; MOJIUSIBU OKHMITap
(KyHumuI)

Ex 2. Before reading the text will you predict according to its name
“Finance and financial system” its content? What types of finance
are you acquainted with?

Read the text and define its main parts.

Text1.
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.

Finance in an economic system comprises two parts: public finance
and finance of economic entities.
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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 benefit. It is a collective term for the
financial flows 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 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.

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.

C.H.JIvooumuesna, B.H.Kopenesa
Kypc anria.a3.11s8 GuHAHCHCTOB.

Ex 3. Answer the following questions:

What is finance?

What parts does finance comprise?

What functions does public finance perform?

What is financial system?

What role do financial intermediaries play?

What is a country’s budget?

What does the process of budget preparation include?

NogabkowdE
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Ex 4. Match the words in Column A with the definitions in Column B.

Column A

Jg ‘&) ‘B9 ‘0G ‘U ‘0E ‘P ‘oT :Sdemsuy

1. fiscal year
2. finance

3. distribution
4. budget

5. pension

6. fund

7. deficit spending

8. surplus

Column B

a) the situation that exists when the government spends
more than it collects

b) in economics, the allocation of resources among
agents in an economy.

c) a specified sum paid regularly to a person who has
reached a certain age or retired from employment

d) the practice of manipulating and managing money

e) it is sometimes called the tax year or the year of
assessment. (In the USA it runs from July to the
following 30" June )

f) the situation that results when the government spends
less than it brings in

g) a reserve of money or investments held for a specific
purpose, e.g to provide a source of pensions or to
sell as units (unit trust, etc.)

h) a financial plan setting targets for the revenue
expenditures of a country or an organization for a
specified period

Ex 5. Form derivatives with the following words (some of derivatives
you can find in the text)

implement
allocate
fund

maintain spend
insure estimate
govern transfer

Ex 6. Define whether the statements below are true or false:

ng ‘1. ‘19 4G 'y ‘Ng 'JZ ‘NT slemsuy

countries.

1. The budget is an estimate of national revenue and expenditure.

2. Budget revenues don’t include tax and not tax revenues.

3. Accurate budget evaluation is more necessary now than ever before.

4. Anything can serve as money that is easily recognized, widely accepted
and not easily copied.

5. Gold, shells and pelts (mxypa, Tepu) are used as money in the majority of

6. Revenue and expenditure forecasting is not the most fundamental step in
the process of budget preparation.

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

8. The budget is the key instrument for expression and execution of the
government’s economic policy.
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Ex 7. Read this information and say what you know about the
budget process in the Republic of Uzbekistan:

In the United States the federal budget deals mainly with expenditure
programmers, and revenues are covered only briefly. The size of the budget
deficit or surplus is regarded as very important. An important aspect of the
budgetary process is a great influence of the congress.

In Great Britain the preparation of the budget is the function of the
Treasury, which is headed by the Chancellor of the Exchequer (Munuctp
¢unancos). The emphasis of the British Budget is on taxation and the state
of the economy. The Budget is the Government’s main economic statement
of the year.

Ex 8. Prepare a short talk on the following:
a) Finance and financial system
b) A budget as a major instrument of a financial system
c) Supervision over budget execution
d) Budget organization and budget process in Uzbekistan

Text 2.
WHY FINANCE?

Read the text. Give Uzbek—Russian equivalents to the underlined
words and word combinations.

One of the primary considerations when going into business is money.
Without sufficient funds a company cannot begin operations. The money
needed to start and continue operating a business is known as capital. A new
business needs capital not only for ongoing expenses but also for purchasing
necessary assets. These assets—inventories, equipment, buildings, and
property — represent an investment of capital in the new business.

How this new company obtains and uses money will, in large measure,
determine its success. The process of managing this acquired capital is
known as financial management. In general, finance is securing and utilizing
capital to start up, operate, and expand a company.

To start up or begin business, a company needs funds to purchase
essential assets, support research and development, and buy materials for
production. Capital is also needed for salaries, credit extension to customers,
advertising, insurance, and many other day-to—day operations. In addition,
financing is essential for growth and expansion of a company. Because of
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competition in the market, capital needs to be invested in developing new
product lines and production techniques and in acquiring assets for future
expansion.

In financing business operations and expansion, a business uses both
short-term and long-term capital. A company, much like an individual,
utilizes short-term capital to pay for items that last a relatively short period
of time. An individual uses credit cards or charge accounts for items such as
clothing or food, while a company seeks short-term financing for salaries
and office expenses. On the other hand, an individual uses long-term capital
such as a bank loan to pay for a home or car—goods that will last a long time.
Similarly, a company seeks long—term financing to pay for new assets that
are expected to last many years.

When a company obtains capital from external sources, the financing
can be either on a short-term or a long-term arrangement. Generally, short—
term financing must be repaid in less than one year, while long—term
financing can be repaid over a longer period of time.

Finance involves the securing of funds for all phases of business
operations. In obtaining and using this capital, the decisions made by
managers affect the overall financial success of a company.

O.J1.denoroBa

Ex 1. Comment on the meaning of the following words and word —
combinations:

investment of capital arrangement

acquired capital securing of funds
utilizing capital overall financial success
credit extension charge accounts
acquiring assets production techniques
future expansion all phases of business

Ex 2. Look through the text again and define the main and secondary
ideas of the text.
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Ex 3. Determine which of the following statements are true and
which are false. Then put T or F in the blanks. Correct those
statements which are false by rewriting them:

1. Long — term financing is used by a company to purchase new
> equipment and to construct additional facilities.
é’ 2. Anew business only needs capital to meet day—to—-day expenses.
% | 3. ___ In financing business operation, a company relies al most entirely on
- short—term financing.
-, | 4. ___ Long-term and short-term financing may be acquired from outside,
- sources.
~ | 5. _ How well a company manages its finances affects the overall success of
= the business venture.
2 6. A company seeks long-term financing to pay for new assets that are
2 expected to last many years.
~ [ 7. Acompany seeks long—term financing for salaries and office — expenses.

Ex 4. Combine the words from two boxes to get terms from the text
and translate them into native language.

a) | 1. ongoing b) | @) operations o2
2. credit b) accounts 5 <

3. short —term C) extension %3

4. charge d) expenses B

5. bank e) success o

6. business f) capital o

7. financial g) loans -

8. essential h) asset Z

(=]

Ex 5. Translate the following words and word combinations into
your native language:

a) company, company management, company financial management,
company financial management expansion, rapid company
financial management expansion;

b) production, production development, production techniques,
production techniques development;

c) product, product line, new product line, new product line de-
velopment, new product line development programme;

d)sources, external sources, external sources research, external
sources research programme, external sources research programme
development.
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Ex 6. Complete the following on the basis of the information given in
the text:

1. A company cannot begin operations without .... ....
For purchasing necessary assets, for ongoing expenses a new
business .... ....
Financial managementis .... .... ........
Finance is ....and ....
A business uses .... and .... in financing operation and expansion
Capital needs to be invested in .... .... .... ....
The financing can be either on a short term or a long term
arrangement when .... .... .... ....
8. Finance involves .... .... for all phases of business operations

A

No O how

Ex 7. Make up questions to the text, reflecting its main idea by using
underlined words.

Ex 8. Summarize the text.
Text 3.
THE UK ECONOMY

Ex 1. Before reading the text try to find the suitable definitions of the
given words and word — combinations:

balance of payments domestic demand
income per head declining proportions
falling unemployment industrialized nations
housing level of employment
urban area expenditure

Ex 2.

a) read the text and pick up the main economic indicators
b) say how they characterize the UK economy
c) these words can help you:

disposable income  — npuOBLIL MOCIE HATOTOOOIOKECHHS; COTUKIIAP
TYJIAHTAHUJAH KEHUHUHTHU JapoMa/l

durable — JTOJTOCPOYHBIN; Y30K My 1at (oliganaHaaural

/leisure pursuits/ — 3aHATHE Ha J0cyre; OV BakTaa OMpOoH-OUp

Hapca OWJIaH IIyFyJUTaHUII
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THE UK ECONOMY

The UK economy has recently experienced economic growth
combined with low inflation and falling unemployment. In 1997 it achieved
the first surplus on the current account of the balance of payments since
1985. Nevertheless, the economy continues to face problems, such as low
levels of investment and productivity, and income per head is below that of
many other major industrialized nations. The Government's economic
policies are directed towards the achievement of high and stable levels of
growth and employment, enabling everyone to share in higher living
standards and greater job opportunities. Extra resources are being allocated
to priority concerns, notably health, education, public transport, and the
regeneration of urban areas and housing.

The value of all goods and services produced in the economy is
measured by gross domestic product (GDP). In 1997, GDP at current market
prices totaled £801,972 million. Between 1987 and 1997, GDP at constant
prices increased by 24%. In 1997, GDP grew by 3.5%. Growth slowed
during 1998, with a slower rise in domestic demand — under the influence of
tighter monetary and fiscal policy.

Recent decades have generally seen the fastest growth in the services
sector which now accounts for around two-thirds of GDP, compared with
about a half in 1950. Oil and gas production has had a major impact on the
UK economy since substantial production of gas started in the late 1960s
and oil began to Dbe produced in significant quantities in 1976.
Manufacturing now contributes less than a quarter of GDP, compared with
over a third in 1950. The level of productivity in the UK has been lower than
in many other industrialized countries. Households' final consumption
expenditure in 1997 amounted to £500,616 million at current market prices.

Over the longer term, as incomes rise, people tend to spend
increasing proportions of their disposable income on durable goods and
certain services. Spending on leisure pursuits and tourism,
communications, health and financial services have all shown significant
growth in recent years. Declining proportions are being spent on food,
alcoholic drink, and tobacco.

Unemployment in the UK has fallen in recent years and is below
that in many other European countries. In the three months to August
1998, unemployment, according to the International Labor Organization
measure, was 1.8 million, some 226,000 fewer than a year earlier, and
this represented 6.3% of the workforce. Employment in this period rose
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by around 307,000 to 27.2 million and has now recovered to the level at
the beginning of the 1990s.

An official Hand Book
Britain 1998

Ex 3. Give English interpretation of the following words and word —
expressions:

©CoNOR~wWNE

major industrialized nations
falling unemployment
living standards

monetary and fiscal policy
regeneration of urban areas
at current market prices
leisure pursuits

durable goods

. consumption expenditure

10 substantial production

Ex 4. Without looking at the text answer the following questions.

NoabkowdE

What economic growth the UK experienced?

What are some problems which the economy faces?
What are extra resources being allocated?

What is defined by the growth or fall of GDP?
Where is the fastest growth?

What about the level of productivity?

How do people spend their disposable income?
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UNIT 3
FISCAL MANAGEMENT

Texts: 1. Financial Policy
2. Macroeconomics and microeconomics
3. Bank of America’s net rises as care business drives sales

Text 1.

FINANCIAL POLICY

Ex 1. As you read the text below try to match words and
combinations to their translation in your native languages.

1. attainment a) ympaBJIeHUE TOCYIapCTBEHHBIM OFO/IKETOM;
]
% 2. exacerbate b) rocymapcTBEHHBIN JOIT; AaBiaT Kap3u
i 3. public debt ¢) OXO/DKETHO-HAJIOTOBas TOJUTHKA; OF0KET-
-‘; COJIMK cHECaTH
< | 4. unsustainable d) nocTrKeHHE; SPUILUIIL, dTa Oy U
& | 5. swollen budget €) IMOJITHOMOYHS TI0 COOPY JOXO0JIOB; JTapOMal
= WHFULI XYKYKH
2 | 6. fiscal policy f) pasmyToii GromKer;
& | 7. fiscal deficit g) yXyamarbcsi; EMOHIAMOK
= | 8. fiscal management h) nedunut OromKeTa; OFOMKET TAKYMIIIMTH
& 1 9. fiscal federalism 1) OrooKeTHBIN (henepaan3M; OroKeT
L benepanuzmu
S | 10. revenue — raising J) IOCTOSIHHBIMH, TPYTHO JTUKBUAUPYEMBIN;
powers JIOUMU

FINANCIAL POLICY.
FISCAL SPHERE

Financial policy is a very complex notion covering measures aimed
at working out basic concepts, major guidelines, goals and objectives, as
well as at creating an adequate financial mechanism and at directing
financial, activities of a country. Financial policy is based on strategic
guidelines which set long-term and medium-term prospects for using
financial resources and ensure attainment of major economic targets and
solution of goals-in the social sphere. At the same time a country
pursuing its financial policy sets current goals and objectives connected
with mobilization and effective utilization of resources and development
of productive forces.
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Over the past two decades financial problems have exacerbated the
world-over. Public debts have, reached unsustainable levels in a growing
number of industrial countries. This development and its results — higher
interest rates, lower investment, and slower growth in living standards —
have stimulated efforts by policymakers to find solutions to swollen budget
deficits.

Central to these solutions is fiscal policy. Fiscal policy is the policy
adopted, by a government for raising revenue to meet expenditure.

For countries that now face unsustainable fiscal deficits, financial
stabilization represents a top priority.

The answer to financial stabilization lies in the effectiveness of fiscal
management — the, principles, institutional arrangements, information flows,
and techniques that govern the budget process and-define fiscal relations
between levels of government.

Most western nations operate some degree of fiscal federalism, which
Is the system of taxation and public expenditure in which revenue — raising
powers and over expenditure are vested in various levels of government
within a nation, ranging from the national government to the smallest unit of
local government.

C.H.JIvvoumuena, B.H.Kopenosa
Kypc anr.sa3. 119 puHaHCHCTOB

Ex 2. Given derivatives of:

finance collect government
measure consumption distribute
sustain transfer defense
produce effectiveness objective

Ex 3. Form word association:

Example: Policy ~ Problems
Management <——| Financial »  Activities
Resources Mechanism
Use words:
1. level 3. prospects
2. guidelines 4. fiscal

25



Ex 4. Explain the following expressions and use them in sentences of
your own:

working out basic concepts

major economic targets

effective utilization

financial resources

to meet expenditure

to face unsustainable fiscal deficit
revenue — raising powers

govern the budget process

. to set current goal

10 to overcome fiscal problems

©CoNORrwDE

Ex 5. Answers the following questions:

1. What does the notion “financial policy” mean?

2. Do many countries face financial problems these days? What are they?

3. What is fiscal policy

4. What fiscal trends have been registered in the industrial countries since
the early 1970 s?

5. What does the effectiveness of fiscal management imply?

6. What is fiscal federalism?

7. What measure should countries facing unsustainable fiscal deficits

take?

Ex 6. Agree or disagree with the following statements:

N0T ‘46 ‘N8 ‘1. ‘J9 ‘NG '}y ‘NE Jg ‘AT SIamMSUY

1.

arowd

The economics policy in Uzbekistan is aimed at creating conditions of
sustained economic growth by reducing inflation, by ensuring a free operation
of markets of goods and factors of production, by achieving a balance of
payment.

Fiscal policy is not a powerful tool in the hands of a government.

Many countries face financial problems.

Tax and expenditure policy issues are not central to an effective fiscal policy.
Streamlining (cosepmencrBoBanue) of intergovernmental fiscal relations is a
serious task for many governments.

Fiscal deficit can’t be rather easily reduced by countries having well-
development capital markets.

In a growing number of industrial countries public debts have reached
unsustainable levels.

Budget deficit may be reduced by borrowing from domestic bank and
nonblank sources, and from the rest of the world.

Ministry of finance around the world not to practice soma variety of multiyear
expenditure plans which get reviewed and approved every year.
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Ex 7. Write a summary of the text.

Ex 8. Write a short essay on the following:
a) your understanding of fiscal federalism:
(levels of government, taxation, revenue—raising powers, control over
expenditure autonomy of local government).

b) What is the federal government responsible for?
(defense, law enforcement, universities, national parks, road
construction).

c) What are the regional and local governments responsible for?
(construction, local environmental issues, local enterprises, cultural
institutions).

Text 2.
MACROECONOMICS AND MICROECONOMICS.

Ex 1. Give the interpretation of the following, expressions by using
English dictionary:

business forces gross domestic product
economic activity personal income

total income industrial production
total expenditures revenue

fundamental equation costs

market value current supply

Ex 2. a) Study these definitions before reading the text:

1. Aggregate demand measures the sum of what is spent by different
parties for goods and services.

2. Aggregate supply referees to the labour and capital required to
produce the level of goods and services to meet aggregate demand.

3. Disposable Personal Income is the amount of money remaining
after taxes are removed that an individual has the opportunity to
spend.

4. Employment is the measure of human input to the production
process.

5. Unemployment rate is a measure of labour—force utilization; the
unemployment rate is equal to the number of people unemployed
as a percentage of the total labour force.

6. Balance of Trade is the net difference between the collar value of a
country is imports and exports over a specific period of time.
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7. Inflation is a state of macroeconomic disequilibrium, usually
associated with strong demand pressures on the economy.

8. ADP can be viewed as the total value of all goods and services
produced in the country or as the total value of all payments made to
produce all goods and services.

b) read the text, and pay attention to its terminology

Traditionally, the study of economics has been broken down into two
disciplines. Macroeconomics is the study of business forces in the aggregate,
or on a national or global level. Microeconomics is the study of the business
dynamics that affect economic behavior within firms.

The study of macroeconomics is made in an attempt to measure and
understand relationships governing overall economic activity. Gross
domestic product, or GDP, is the most comprehensive measure of this
activity. GDP measures economic activity from the perspective of the total
income generated by different entities within an economy, as well as by
measuring the total expenditure of those entities. Thus, GDP sets up a fun-
damental macroeconomic equation in which the sum of income generated
from domestic sources equals the sum of the expenditures.

Business managers use GDP values to get a feel for overall economic
conditions and for trends prevailing in the business environment. An
increase in GDP has many economic and business—related implications. A
consistently increasing GDP, for example, indicates that an economy is
healthy and expanding. Managers may perceive a GDP increase as an
indication that there may be an accompanying increase in the demand for
goods and services within an economy. This might have the positive effects
of increasing business revenue and creating more jobs. Managers could also
perceive a potential economic expansion in terms of having potentially
negative effects if demand exceeds the current supply or if capacity within
market has already been fully utilized and cannot expand to meet the new
production levels.

There are eleven recognized leading economic indicators, we will
focus on the four most commonly used in business. GDP is the first of these
four.

Employment statistics, the second indicator, measure how much of the
available labor capacity of a country and is being used managers can use
employment date to project levels of disposable income, which affect a
consumer's willingness and ability to make purchases.
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The third indicator, personal income, track both how people earn
income as well as how they spend it. As a result, the personal income report,
while far less timely than the employment report, is thought to be a better
indicator of spending power with an economy and industries.

The primary uses of income break down to personal tax payments,
consumption spending, interest payments, and personal savings.

The fourth indicator is industrial production, changes in the economy’s
output of goods is an indication of a strengthening or weakening of the
economy overall, and it changes interest rates accordingly. The industrial
production data, however, reflects production of goods only and does not
include any measure of production of services.

The study of macroeconomic relationships can assist a business
manager in making more informed and better business decisions in relation
to the overall economy. The study of microeconomics, however, can assist
managers with making better decisions on a firm-specific level.

Microeconomics deals with how the relationship between supply and
demand affects business decisions at the level of a firm. More specifically,
microeconomic analyses can help a manager make the most efficient use of
the limited resources under his or her jurisdiction to manage. Further,
microeconomic principles can be used to set production limits to maximize
revenue, minimize costs, and determine appropriate prices for products and
services. In microeconomics, the term supply refers quite literally to the
amount or quantity of a product available for consumption in a given
market. The term demand, however, is a measure of how much a consumer
wants a product, expressed as a function of how much that consumer is
willing to pay for the product.

Macroeconomics, or the study of how the economy behaves in the
aggregate, can be used by business managers to understand and predict how
changes in the overall economy may affect the success of the businesses
they run Managers can draw inferences about the economy in terms of the
general business climate, or they can assess how specific changes in fiscal or
monetary policy will drive trends in a particular industry.

Microeconomics, or the study of the dynamics of the firm, can also be
used to aid managers in making critical business decisions on a daily basis.
More specifically, managers can use their understanding of the dynamics of
supply and demand to predict business changes In addition, managers can
use marginal analysis to target optimum levels of production to maximize
revenues and profits while minimizing costs.
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When used in conjunction, macro- and microeconomic concepts can
enable a manager to understand, predict, and manage market forces to a
company's benefit Otherwise, a company is left to manage in the aftermath
of what it could not capitalize on in the forefront.

Paul A. Argenti
The Fast Forward MBA Pocket Reference

Ex 3. Define which statements are true or false.

1. Macroeconomics is a branch of economics with the analysis of the
economy in the large.

2. Macroeconomics doesn’t study total expenditure, income and

production, employment, prices and wages, tax revenues and

government spending external trade flows.

The major, index is the output.

4. Fluctuations in the intensity of economic activity can be generated by
both internal and external influences.

. The high inflation is not a dramatic fall in economic activity.

6. Implementing fiscal policy is a major challenge for countries in

transition

7. Visible trade is trade in services such as banking insurance,

transportation and tourism.

8. Invisible trade is the imports and exports of tangible goods such as plant

and machinery, consumer goods, raw materials.

9. Fiscal policy is a major factor determining macroeconomic performance.

w
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Ex 4. Use these word expressions in you the sentences of your own:
1. budget /cash/ currant expenditure — OwomketrHble /meHexHbBIC/
TEKYIIHE PACXO/Ibl; OFOKET /Iy/ KOpHI XapaxkaTiap
2. federal expenditure — pacxozas! henepanbpHOro O KeTa; (hemepar
OIOJIKETHH XapaKkaTiapu
3. environmental expenditure — pacxomapl Ha 3aIIUTy OKPYKAFOIICH
cpeibl; aTpod — MyXUTHU XUMOSLIAII Xapa)kaTjiapu
economic CrisiS — 3KOHOMHUYECKHI KPU3HC; UKTHCOINA TaHTIIUK
advanced economy — »SKOHOMHKA IIPOMBIIIICHHO pPa3BUTOM
CTpaHbl; CAHOATH PUBOXKJIAHTaH MamyIaKaT UKTUCOAUETH
6. economic  performance — 9SKOHOMHYECKHE  IIOKa3aTCIIH;
UKTUCOJIMU KypCaTKuujap
7. economic equilibrium — skoHOMHUYEeCKHE paBHOBECHUE; HMKTUCO UM
MyBO3aHaT

o b
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Ex 5.
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Ex7.
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Answer the following questions.

What is a discipline — macroeconomics?

What is a discipline — microeconomics?

How is measure all economic activity?

Define GDP.

What do employment statistics measure?

What is personal income?

What does industrial production reflect?

What is the importance of macroeconomics and microeconomics?

. Say in a few words what the main text is about.

Develop these ideas:

. Economic production may collapse for a number of reasons.
. Demand falls and is behind supply it brings recession and growing

unemployment.

Economic laws cannot be changed

Output is defined either in terms of the Gross Domestic Product or
Gross National Product.

Governments can influence the economic development through their
economic policies.

Fiscal policy has been at the centre of the economic reform programs
pursued be economies in transition.

Excessive growth in the money supply leads to high inflation rates.
The core of financial policy is fiscal policy.

. Prepare a short talk on the following:
. What do you think of the efficiency of fiscal management in

Uzbekistan?

What is your idea of an effective fiscal policy?

How should intergovernmental fiscal relations in Uzbekistan be
developing?

Text 3.

BANK OF AMERICA’S NET RISES AS CORE BUSINESS DRIVES SALES

Ex 1. Comment on the meaning of the following words and word
combinations:
diverse boost long—term rate
non — interest income pretext merger short—term rate
restructuring charge credit card fee interest rate environment
hamper securities gains net — interest margin
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Ex 2. As you read the article point out the main idea and define its
Issues.

BANK OF AMERICA’S NET RISES AS CORE BUSINESS
DRIVES SALES

By Valerie Bauerlein

Bank of America Corp., the second-largest U.S. bank by market value,
reported a 9.6% increase in third-quarter profit.

The results were helped by broad — based growth in loans and fees on
consumer and commercial accounts, the continued popularity of credit
cards, and gains by the bank's trading operation.

"The fact that we had revenue growth in every line item was pretty as-
tounding if you think about how diverse we are, how big we are," Kenneth
Lewis, chairman and chief' executive of the Charlotte, North Carolina, bank,
said in an interview.

As a result, Bank of America's net income rose to $4.13 million, or
$1.02 a share, from $3.76 million, or 91 cents a share, in last year's third
quarter. Revenue climbed 16% to $14.61 million from $12.59 million a year
earlier.

The latest quarter included a $120 million pretax merger and re-
structuring charge related to the nearly completed” integration of Fleet
Boston Financial Corp, which Bank of America acquired last year for $47
million. Excluding the charge, Bank of America made $4.21 million in
profit, or $1.04 a share. Analysts expected an average of $1.02 a share,
according to Thomson First Call.

Like many other U.S. banks, Bank of America continues to struggle
with a flattening yield curve, which hampers banks' ability to make money
by lending funds at higher, long-term rates and paying out interest on
deposits at lower, short-term rates. Bank of America's net-interest margin
declined to 2.8% from 3.3% in last year's third quarter but was basically
unchanged from the second quarter.

Bank of America said it was able to overcome the difficult interest —
rate environment partly by attracting new depositors. The bank boosted its
number of checking and savings accounts by 635,000 to 51 million.

Noninterest income, which reflects credit-card fees, service charges
and other profits from trading, rose 39% to $6.83 million from $4.92 million
a year earlier.

Analyst David George of A.G. Edwards & Sons said Bank of America
had an unusually clean quarter, relying less than in the past on securities
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gains, a profit source that investors see as volatile and less appealing than a
bank's core business of taking deposits and making loans.

"The level of security gains was considerably less, and that's been a
concern for investors in Bank of America,"” Mr. George said. "Consumer
loan growth was good; core deposit growth was good. Basically, the core
businesses at the bank were generally good."

Ex 3. Look through the newspaper article again and write out key
words, reflecting main problems.

Ex 4. Prepare a short summary of the article.
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UNIT 4

MONETARY POLICY

Texts: 1. Central Banking
2. Banking system
3. Money Supply —

Ex 1. As you read the text below try to give the Uzbek (Russian)

equivalents of the followin

system
in Uzbekistan
Monetary Aggregates

g words and word — combinations.

fiscal policy reserve requirements
light monetary system chief functions
money supply originate
reduction of inflation disburse
budget deficit accumulate
international liquid ratio
prudential lender of last resort

Ex 2. Find English equivalents in Column A for the following Russian

Uzbek phrases and words in Column B.

Column A Column B
1. intervene a) MHKACCUPOBATh, HHKACCalMsI KUIMOK
2. capital ratio b) nensru B oOpalicHUU; MyJI MyoMaaaa
3. target C) OTHOIIICHHUE KalKTaJIa K aKTUBaM; aCOCHI

4. restriction
. executive branch

o1

. money in circulation
. to make sure

. check clearing

9. to maintain accounts
10. accept

11. collect

o N o

12. transfer of funds

CapMOSIHU aKTHBJIapra HUCOATH

d) BMemmBaThCs; apaganIMoOK

€) KIMPHHT YeKOB; YeK OMJIaH XHUCOO—KHUTOO
KHJTHIIT

f) uensb, koHTpONBHAS IHDpa; MaKca

g) aKIenToBaTh; aKIENTIAMOK, Ka0yJl KHIMOK

h) nmepeBo cpeacTs; Mabnarmap YTKa3HII

1) orpaHWYCcHHE; Yyerapaiarl

J) BecTH cueTa; XMCcOO paKamsIapHU OJKO OOpHIIT

k) obecrieurBaTh, rapaHTHPOBATh; TABMHHIAMOK,
kadomat 6epMOK

|) ucrosHuTEEHAS BETBD BJIACTH; HIKPO 3TYBUH
oymum

Answers: 1d, 2c, 3f, 4i, 51, 6b, 7k, 8¢, 9j, 10g, 11a, 12h
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Ex 3. Read the text paying attention to its logical parts. After
reading the text define these parts.

CENTRAL BANKING SYSTEM

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.

Central banks such as the Bank of England, the Federal Reserve
Board of the US, the Bundesbank of Germany and the Central Bank of
Russia 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 bank notes, influence exchange rates by intervening in foreign
exchange markets. To ensure the safety of the banking system, central
banks impose reserve requirements, obliging commercial banks to
deposit a certain amount of money with the central bank at zero interest.
Central banks in different countries also impose different “prudential
ratios” on commercial banks such as capital ratio and liquid ratio. In the
course of market reforms in Russia the Central Bank has been pursuing
moderately tight monetary policy aimed at further reduction of inflation
and putting an end to direct budget deficit crediting.' The CBR has been
using the following main instruments of monetary policy:

o fixed targets for the money supply growth,
e refinancing of commercial banks,

e interest rates,

e open market operations,

e commercial banks reserve requirements,

e foreign currency control,

e direct quantity restrictions.

The Federal Reserve System or "Fed", as it is known in financial
circles, is an independent agency of Congress founded in 1913. The system
consists of twelve federal reserve banks and a board of governors. The board
of governors has its headquarters in Washington, D.C.

The Fed performs three major functions. It provides services to the
banking system and the federal government; it stabilizes the banking
system; and it controls the quantity of money in circulation.
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The Bank of England is Britain's central bank. Founded in 1694, it was
the world's second oldest central bank, being six years younger than
Sweden's Riksbank. It was privately owned until it was nationalized in 1946.

The Bank of England is both monetary authority and bank supervisor,
it is charged with the control of the banking system in the interests of the
nation. The chief functions of the Bank of England are to act as the
Government's bank in the widest possible sense. The main Government
account is the central Exchequer Account in the Bank, to which all
Government revenues eventually are credited, and from which all
Government payments originate. Other major ministerial accounts also are
kept in the Bank and the major expenses of Government departments are
disbursed from these accounts.

The Bank does not lend money to the Government. If the Government
needs funds it will borrow the sums required by issuing Treasury bills or by
selling stocks. Treasury bills are short-term securities, offered for sale by
tender, repayable three months after issue. The Bank's function is to balance
every day the sums received against the sums needed, never allowing idle
balances to accumulate. If moneys are received in excess of requirements,
the Bank buys back Treasury bills, adding them to its portfolio.

The Bank of England are bankers to the commercial banks, and also to
the discount and accepting houses. The ordinary commercial banks keep
about half of their cash assets on current accounts with the Bank of England,
which therefore acts as the “Bankers” “Bank™, using these deposits for the
day-to-day settlement of indebtedness between the banks. A lot of overseas
central banks and international bodies have accounts with the Bank of
England to facilitate a wide variety of international transactions and to
promote trade and prosperity.

C.H.JIrooumuesa, B.H.KopeneBa
Kypc aHri.sa3.1,11 pMHAHCHCTOB.

Ex 4. Answer the following questions.

What is the major sector of any modern monetary system?
What are central banks responsible for?

What functions do central banks perform?

What is done to ensure the safety of a banking system?
Why are “prudential ratios” imposed on commercial banks?
What is the structure of the “Fed”?

ok whE
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7. What functions does the “Fed” perform?
8. What are the chief functions of the Bank of England?
9. Explain “Bankers Bank”

Ex 5. Match the verbs from (a) with the nouns from (b) below:

a) to deposit b) ratios
to impose targets
to fix function
to appoint chairman
to perform money
to control circulation
to clear checks
to maintain accounts

Ex 6. Explain in English the following instruments of monetary policy:

No ok~ E

fixed targets for the money supply growth
refinancing of commercial banks

interest rates

open market operations

commercial banks reserve requirements
foreign currency control

direct quantity restrictions

Ex 7. Give extensive answers to these discussion questions.

B wnh e

S.
6.

What role does the central bank play in any country?

What is monetary policy? Why is it necessary?

How can money supply be regulated?

Is the international financial community concerned about banking
crises?

Do industrialized countries face banking problems?

How do Asian countries solve their banking problems?

Ex 8. Prepare a short talk on the following:
a) The structure of the Bank of England, the Federal Reserve System.
b) The monetary policy pursued in Uzbekistan at the present time.
c) Define money and list the assets used as money in different countries.
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Text 2.

THE BANKING SYSTEM OF UZBEKISTAN

Ex 1. As you read the text below try to match the words and expressions
in Column A to their Uzbek — Russian equivalents in Column B.

1. accumulate

a) HMHOCTPAHHAA BaJIIOTa,; 4YCT 3J1I BAJIFOTACHU

2. currency issue

b) Han3op; Ha3opar

3. control the
money supply

C) BBIIIYCK JICHET B 0OpaIlleHne; MyoMasara myJjl YuKapuIi

4. fix the interest

d) MHOCTpaHHBII KAIIUTAT;, YET I CApPMOSICH

rate

5. legal base €) Ipe0CTaBIeHUE KPEIUTa, CCY Ibl;, KPSIUT OCPHII,
ccynia 6epuin

6. crediting f) yctaHaBIMBaTH MPOLIEHTHYIO CTaBKa; OU3 KYpCHHH

OeNTUIaMOK

7. foreign capital

g) cobupats; KaMFapMOK, HMFMOK

8. supervision

h) 3akoHOmaTeNbHAS Oa3a; KOHYHYUIIMK aCOCH

9. foreign currency

I) KOHTPOJIMPOBATH JCHEKHYIO MacCy; MyJI MAaCCaCHHH
Ha30paT KUJIUII

Ex 2. Find proper definitions and remind some terms.
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1. money a) an amount by which withdrawals are greater than the
balance in an account

2. currency b) the amount of funds that a bank must have on hand as some
percentage of the total deposits of the bank

3. demand c) the paper money and coins made under the direction of the

deposit government

4. overdraft d) the amount which has to be paid for the use of a bank’s
services by a current account holder

5. rate of e) anything that can be used in exchange for goods and services

interest

6. reserve f) a figure in the ledger indicating a withdrawal or a change

requirements

7. change g) it can be changed into any other currency without any
restrictions

8. maturity h) Checking accounts; money that can be withdrawn from a
bank without any advance notice

9. debit i) the point at which a loan or investment is due

10. convertible | j) the amount per hundred pounds which is added to the balance

currency of a deposit account
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Ex 3. Read the text and single out the main facts, pertaining to the
structure of the banking system.

THE BANKING SYSTEM OF UZBEKISTAN

The banking system of the former USSR consisted of the State
Bank of the USSR (Gosbank) and a number of specialized banks,
Promstroybank (supporting industry and construction), Agroprombank
(supporting agriculture), Sberbank (the national savings bank) and the
Bank for Foreign Economic Activity (Vneshtorgbank, for business
involving foreign exchange transactions). Gosbank issued the national
currency, acted in a limited way as system regulator, provided some
financial support for economic enterprises, and operated the payments
system. These banks were created by the banking reforms of 1930-1932.
Development of commercial banks, as such, began in 1988.

The banking system of the Republic of Uzbekistan was an integral
part of the Soviet banking system.

A law of the republic, “On Banks and Banking Activity”, was
promulgated in February 1991, establishing the new structure of the
banking system. the new structure envisaged the creation of specialized
banks as well as of commercial banks based on various non — state forms
of property (i.e., private, corporate, cooperative, etc.). The creation of
such banks had in fact started as early as 1989.

The regional branch of the State Bank of the USSR became the
Central Bank of the Republic of Uzbekistan.

The Uzbekistan department of VVneshtorgbank became the National
Bank for Foreign Economic Activity of Uzbekistan (National Bank). its
task was to give effect to government policy in the field of international
economic activity, to service external economic transactions and to
accumulate the nation’s foreign exchange reserves.

At present the banking system of the Republic of Uzbekistan is
built on a two — level pattern:

The Central bank of Republic Uzbekistan carries out a number of
functions. The basic among them are functions of monetary and credit
regulation, realization of calculations and the advanced operations,
regulations of bank activity and supervision of banks, storages of official
gold and exchange currency reserves, the banker, the adviser and the
fiscal agent of the government, crediting of commercial banks, bank of
banks, a currency issue, accumulation of reserves of commercial banks.
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The second level of bank system is formed by commercial banks.
They possess the big role in the mechanism of functioning of credit system.
Commercial banks are the multipurpose organizations working in various
sectors of the market of the loan capital. Banks accumulate the basic share of
credit resources and give the clients a full complex of financial services,
including crediting, reception of deposits, settlement service, purchase - sale
and storage of securities, a foreign currency, etc. Commercial banks in
Uzbekistan are subdivided into banks with the state pattern of ownership,
joint-stock - commercial, banks with participation of the foreign capital and
private banks. The majority of them are universal, carrying out all kinds of
bank operations, but take place and the specialized, rendering mainly
separate kinds of bank operations or serving separate branches of economy.

Present time in bank system of Republic Uzbekistan there is a process
of universalization activity of banks, i.e. banks focus the activity on
realization of every possible bank operations. Commercial banks, carrying
out both commercial, and investment activity, give wide assortment of
services in the financial market.

The network of commercial banks of Uzbekistan represents advanced
enough system. For January, 1, 2006 29 commercial banks have been
registered in Uzbekistan. From them 3 banks with the state pattern of
ownership, 12 joint-stock - commercial banks, 5 banks with participation of
the foreign capital and 9 private banks.

Ex 4. Form word association:

Example:
economic ’v\ / of properly
non —state ¢ Form — of activity
independent of ownership
Use:
bank, structure
activity, service
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Ex 5. Find pairs of opposites in the following lists:

1. export proceeds a) deficit

2. fixed rate b) minimum spread

3. international money market c) lower limit

4. maximum spread d) devaluation

5. revaluation e) face value

6. supply f) import proceeds

7. surplus g) floating rate

8. true value h) local money market
9. upper limit 1) demand

Ex 6. Answer the questions:

How was the soviet banking system organized?

What banking system exists in the Republic of Uzbekistan now?
What are the functions of the Central Bank of Uzbekistan?

What organizations are commercial banks?

How are the commercial banks subdivided?

Explain a process of universalization? What is a reason of this
process?

7. What about of network of commercial banks of Uzbekistan?

8. How will the banking business of Uzbekistan be developing?

Ex 7. Critical thinking. Define whether the statements below true or
false.

SakrwdE

1. Credit policy is a combination of measures taken by the Central Banks to
affect the supply of credit.

2. Monetary policy is not concerned about controlling the supply of money and
credit.

3. When money is tight (is not enough) interest rates rise.

4. When money is tight inflation rises, because there is less money in circulation.
5. When money is tight aggregate demand falls, because people and business buy
less, as they have less money.

6. When money is tight credit falls, because people and businesses borrow less at
higher rates.

7. When money is tight output rises, because of less consumption, firms produce
less.

8. The Central Bank participates in the payment system as provider of interbank
payment services.

9. To ensure the safety of the banking system central banks impose reserve
requirements.

10. Central banks are not responsible for the implementation of monetary policy
and supervision over the banking system.

JOT '116 ‘018 ‘JL 'N19 NG ‘Jy ‘Mg JZ NT SIaMSUY
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Ex 8. Scan the financial newspapers available to you and look for
articles about banking in Uzbekistan and the role of the Central Bank.

Present your information in class and comment on it.

Text 3.
THE MONEY SUPPLY —- MONETARY AGGREGATES

Ex 1. Before reading the text try to understand the following words
and expressions:
1. overnight — for 24 hours
2. money supply — the total amount of coins and paper currency
outside banks plus all checking accounts and check like deposits
3. mutual — shared
4. demand deposit — checking accounts and check like deposits
5. capital — the money used to buy machinery, buildings and so on

6. term deposits — deposits on which interest is earned but from
which withdrawals may legally take a period of time

7. to extend — to enlarge

8. to reduce — to lessen, to cut, to decrease

Ex 2. Read the text for the main points.

THE MONEY SUPPLY — MONETARY AGGREGATES

The Fed identifies three different components of the overall money supply:

1. MI—This is the narrowest category, consisting of only currency, checks,
demand deposits, and traveler's checks. Of all the categories, Ml has the
highest liquidity.

2. M2—This category includes all Ml money, but also includes savings,
deposits under $10,000, money market deposit accounts, money market
mutual account balances, overnight repurchase agreements, and overnight
Eurodollar deposits.

3. M3—This category contains all M2 but also includes term deposits for
repurchase agreements, and Eurodollar deposits, as well as dealer-only
money market funds.

The supply of these aggregates available to the public is monitored
through the joint activities of the Federal Reserve and the commercial banks.
Commercial banks make the decision either to extend or to not extend credit
to a particular individual or company based on the amount of capital it has to
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lend. The Fed determines the reserve rates the banks must maintain on
outstanding deposits, thereby reducing the amount of capital available to
lend to credit customers.

Interest rates also play a key role in determining the available money
supply. If interest rates are high, customers may prefer to save money rather
than spend it, increasing the available reserves the commercial banks have to
work with. Yet the banks, which must pay the interest on these outstanding
deposits, must find customers who want to borrow funds so that the bank
can earn enough interest revenue to cover depositor interest payments and,
hopefully, have funds left over in the form of profits.

Interest rates also affect the demand for money. Economic activity can
be viewed as a series of transactions, where money is the vehicle on which
these transactions are based. If there is a great deal of economic activity, or a
high number of transactions, the demand for money increases.

The Pocket Economist

Ex 3. Reread the text more carefully and complete the sentences
below.

M1 includes ... .

M2 is M1 plus ... .

M3 1s M2 plus ... .

The supply of these aggregates available through ... .

The Fed determines the reserve rates, reducing ... .

In determining the available money supply akey ............. :
Interest rates affect ......... :

The demand for money increases ............... :

Ex 4. What measures are used in Britain?
This information can help you to answer this question.

e M1 is notes and coins in circulation, plus sterling sight deposits (that is,
those withdrawals without notice) held by private sector.

e Sterling M3 (M3) is M1 plus sterling time deposits (those requiring
notice of withdrawal) of the British private sector, plus all sterling deposits
of the British public sector. To get M3, add the foreign currency deposits of
all British residents.

e PSL 2, short for private sector liquidity, is notes and coins in circulation;
all sterling deposits (that is, including time deposits and certificates of
deposit); other money market instruments (for example, treasury bills, bank
bills and local authority debt held by the non—bank private sector); building
societies share and deposit accounts, and some national savings securities.

©ONO A WNE
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UNIT 5
TAXATION

Texts: 1. What are taxes?
2. The main functions of taxation in a free market economy
3. Tax system of the Republic of Uzbekistan

Ex 1. Find English equivalents in Column A for the following Russian,
Uzbek phrases in Column B.

Column A Column B
> | 1. code a) pacueT, BEIYHMCICHUE; XUCO0
2 | 2. after tax income b) conmeprkaHre HAIOrOBOT0O 3aKOHOIATCIHCTBA;
% COJIMK KOHYHYHJINKHA Ma3MyHH
21 3. levy C) KOJIEKC; KOACKC
B | 4. corporate income  d) mocrossHHO paOoTarolee MpeapHsITHE,
o | fax obJraraeMoe HaJI0roM; COJIMKKA TOPTHJIAJANUTaH,
o™ JOUMO HIILIa0 Typaauran KOpXxoHa
~ | . taxassessments €) 0XO0J OT MPUPOCTA KalUTaNa; capMos KyHHIIIaH
« KYpUiIrad rapoma;
2 | 6. capital gains f) ycTaHoBJIEHHE HAIOTOBBIX CTABOK; COJIUK
oL CTaBKaJIapUHU YPHATHIII
~ | 7. taxable profit g) HaJIOT Ha KOPIIOPATUBHBIN JI0XO/1; KOPIIOPATHUB
'8? _ JlapoMaJra COJIMK
o 8. computation h) noxox mocie yaepaHus HaJIora; COJUK
o TYJAHTaHJaH CYHT JapoMa/l
§ 9. tax_able permanent i) o0jaraTh HaJOrOM; COJTMKKA TOPTHIII
establishment
10. body of tax J) HajorooOaraemMast IpUOBLIb; COJUKKA
legislation TOPTHJIAIUTAH JapOMa/l

Ex 2. As you read the words below try to guess their meaning paying
attention to the word — formation.

payee tax finance income
payer taxability financial incomer
payable taxable financier incoming
paying taxation financing

payment tax—collector

payoff

levy assess

levied assessable

levying assessment

levying assessor
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Ex 3. Read the text below concentrating on its contents and
terminology, translate it.

WHAT ARE TAXES?

Taxes are a compulsory financial contribution by a person or body of
persons towards the expenditure of a public authority. In modern economies
taxes are the most important source of government revenues. Taxes on
income (i.e. on wages, salaries, profits, dividends, rent and interest) and on
capital are known as “direct” taxes. Taxes on Commodities or services are
known as “indirect” taxes.

Businesses and individuals are subject to many forms of taxes. The
various forms of business organization are not taxed equally. The tax
situation is simplest for proprietorships and most partnerships; corporations
or companies are treated differently.

In the United States of America nearly all of the federal government’s
revenues come from taxes. By far the most important source of tax revenue
is the personal income tax. Gross receipts from corporate income taxes yield
a far smaller percentage of total federal receipts. Individual states levy their
own taxes. As a result, for example, the profits of a corporation are liable to
federal and sometimes state corporate income taxes. This often imposes a
double tax burden. When the after—tax income is paid out to stock-holders
as dividends, it is then taxed again as personal income.

In the United Kingdom there is no single code of tax law, the body of
tax legislation being increased by each year’s Finance Act.

The United Kingdom operates a “scheduler” system, taxable income
from different sources is calculated and taxed under the rules of a particular
"schedule".

Tax assessments are normally based on returns issued by the Board, of
Inland Revenue (referred to simply as “Inland Revenue”) completion by the
taxpayer. While companies may receive tax return they normally submit
instead a copy of their annual accounts together with a computation of
taxable profits.

The United Kingdom does not yet operate a system of self assessment
for tax on income and capital gains, but it is be; introduced at the moment.

Under Russian law, all Russian legal entities, whether they have foreign
investment or not, are subject to the profit tax law. Foreign entities that have
a taxable permanent establishment in Russia are also taxed under this law.

Russian taxes provide revenue for three tiers of the budget: federal,
regional and local. The major taxes paid to the budget are: Profit tax—Value—
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added tax (VAT); Securities tax; Withholding tax.

The Russian government tries to create a climate in which business can
thrive, to keep the tax burden as low as possible. It also attempts to eliminate
tax allowances, which deprive the budget of tax revenues, and to improve
tax collection.

Tax returns for Russian legal entities are audited by the authorities at the
time they are submitted.

When a company resident in one country receives income or from a
source in another, or when shareholders and company domiciled in different
countries it is possible that incomes arising be taxable in each country, i.e.
taxed twice. Many countries seek to mitigate the potentially harmful effects
of double taxation by entering with other countries into double tax treaties,
or arrangement preventing the same income being taxed twice.

A number of countries have problems«because of significant taxpayer
non-compliance.

Along with cases of illegal evasion of tax obligations there entirely legal
ways of avoidance by which a person may so arrange his affairs as to
minimize, or even eliminate, tax liability on his property and income.

C.H.JIvooumuesa, B.H.Kopenesa
Kypc anria.a3.11s GuHAHCHCTOB.

Notes:

“Inland Revenue” — Hamorosas Ciryx0a; CoJIuK XU3MaTH

arrangements — Mepbl, MEpOIIPUATHS; Yopaiap, TaagoupIiap

value added tax — VAT — nasior Ha 100aBJICHHYIO CTOMMOCTH —
HJIC; kymunrad KuiMaTt COJIMFU

withholding tax — Hamor ¢ cymMMBbl JOWUBHJICHJIOB, IWUBHJICHTTA
COJIUK

Ex 4. Answer the questions:

What are taxes?

What are the purposes of direct and indirect taxation?

Are businesses taxed equally?

Explain a double tax burden.

How is taxation levied in the UK?

Under what law are entities in Russia taxed?

What are major taxed paid to the budget?

How do many countries try to reduce harmful effects of double
taxation?

0Nk wWN
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Ex 5. a) Think of the nouns that are most often used with:

to levy to impose to avoid
to collect to pay to evade
to tax to reduce to exempt

b) Think of the verbs that are commonly used with:

tax revenue effects
taxation claim burden of taxation
profits tax rate income

Ex 6. Demonstrate the meaning of the following expressions in
sentences of your own:

to be subject to many forms of taxes

the most important source of tax revenue

to be paid out as dividends

to be taxed under the rules

to provide revenue

to eliminate tax allowances

to mitigate effects

. to minimize tax burden

©ONOoO A WNE

Ex 7. Say in a few words what the main text is about. you can use the
following opening phrases:

The text looks at the problem of ...
The text deals with the issue of ...
It is clear from the text that ...
The problem of ... is of great importance
In this connection, I’d like to say ... .

Ex 8. Prepare reports on the following:
a. Taxation in major industrialized countries
b. Taxation in countries in transition
Cc. The tax climate in ... (Uzbekistan, Russia, USA, England ...)
recent changes in tax legislation
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Text 2.

THE MAIN FUNCTIONS OF TAXATION IN
A FREE MARKET ECONOMY

Ex 1. Comment on the meaning of the following words and word
combinations:

government budget

to generate government revenue
transfer of resources

necessary reallocation
government financing

fiscal policy goals

social policy purposes
Implementing the particular program
purchasing power

innovative development
household

ration

foregone

imply
Ex 2. Read the text below and define its constituent parts.

THE MAIN FUNCTIONS OF TAXATION IN
A FREE MARKET ECONOMY

Public sector purchasing agencies have to buy goods from companies
and pay wages and salaries to public sector employees, and they need funds
for this. In a free market economy, tax revenue is the normal way of
financing the government budget. The traditional financing function of
taxation is to generate government revenue.

Economically speaking, the provision of public goods for a given
level of macroeconomic resources is only possible through foregone
consumption of private goods. This further implies that the transfer of
resources from the production of private goods to the production of public
goods involves a corresponding restriction of household demand in the
markets for consumer goods. Economically, the government can only
dispose of resources in the form of commaodities if the private sector has
previously renounced its claims to commodities. As a free market economy
permits neither government rationing of the supply of consumer goods,
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government price fixing nor government financing through the printing
presses, the necessary resources can only be made available through
taxation. Taxation thus has the basic economic function of skimming—off
private sector purchasing power. This levy on consumer purchasing power
Is ultimately the only way the state can enforce its claim on resources i.e. the
necessary reallocation from the private to the public sector.

In terms of establishing an optimal macroeconomic mix of
commodities, taxation acquires further economic functions in reallocating
resources. The fact that production or consumption of specific goods or
example, petrol consumption by cars — results in unacceptable environment
pollution demonstrates the need for the government to act on environment
issues. The actual cause of the environment problem is that companies of
consumers do not factor the adverse impact of their economic activities in as
a cost. This means that the market prices of commodities which result in
environmental pollution are too low in comparison with those of other
commodities. This market failure can be corrected by the state bringing
about the necessary increase in the prices of goods which result in
environment pollution through specific taxes. In Western European
countries such tax—based environment policies are the subject of
increasingly lively debate.

The fiscal policy goals in connection with maintaining or establishing
the effectiveness of market processes refer to government promotion of
technological and innovative development, competition, establishment or
conversion to new forms of corporate organization and economical use of
exhaustible resources. Basically, this involves phenomena in the domain of
market failures. Taxation could also assume a directly economic function to
eliminate or reduce such phenomena by rewarding desirable trends through
tax concessions. However, goals of industrial promotion can be much better
attained through investment grants than through tax concessions. An
economy’s attractions, in terms of resources, as a location for industry
would, for example, be much more effectively enhanced through company
taxation which was neutral towards investment and free of distortionary
features than through unilateral tax concessions for foreign investors.

The fundamental functions of taxation naturally include the
redistributive function which is generally acknowledged both in theory and
practical policy-making. This involves the provision of assistance for social
policy purposes. Taxation concerned with redistribution inevitably raises the
guestion of compulsory contributions to a national social security system.
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Finally, there is the general political function of taxes in a democracy.
The basic question here is the fact that competition between political parties
for votes takes the form of alternative programs for government spending
and taxation. The general political function of taxation then involves
providing every voter with as much information as possible about the
personal burdens involved in implementing the particular government
spending programs.

Dr. Manfred Rose. Lecture Notes.

Ex 3. Critical Thinking. Define whether the statements below true or
false and give your reasons.

1. The system of taxation is unfair.

2. Direct taxes are considered fairer than indirect.

3. Property tax is easy to collect.

4. The financing function of taxation is to distribute dividends.

5. Political competitive parties have their programmes for

government spending and taxation.

6. Taxes on commodities or service are know as indirect taxes.

7. Taxes are not a powerful instrument.

8. Tobacco and alcoholic drinks are taxed heavily in many countries.

Ex 4. Read the text, pay special attention to the functions of taxation
in diagram 1-1.

Comment on each separately.
Diagram 1-1
THE MAIN FUNCTIONS OF TAXATION

(1) Fiscal of administrative function

Generating adequate financial resources to fund government spending.
(2) Economic or allocative functions

(a) Absorbing a part of the consumer purchasing power from the
market to release resources for government use

(b) Changing market prices of commodities and factors to correct
market failures, for example to reduce environment pollution from
production and consumption
(3) Redistributive or social policy function

Absorbing a part of market income or market consumption to meet
social policy goals (social security schemes).
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(4) General policy function

Information on individual burdens (renounced consumption) to create
a basis for decision — making through the political democratic process on the
size and composition of government activities to be funded.

Ex 5. Panel discussion.
Taxes are considered to have the following functions.

(@) fiscal or budgetary, to cover government expenditure, to provide the
public authorities with the revenue required for meeting the cost of
defence, social services, interest payments on the national debt,
municipal services, etc.;

(b) economic, to give effect to economic policy, to promote stable
economic growth, to influence the rate of economic growth of the
nation:;

(c) social, to increase the economic welfare of the community, to lessen
inequalities in the distribution of income and wealth.

What is your opinion? Which function is the most important? Give your
reasons.

Ex 6. Role—play. Play with your group mate the role of a newspaper
correspondent, who is interested in taxation in Uzbekistan.

Ex 7. People commonly complain about taxes they pay. the question
Is: What is a good tax? Perhaps the question should be: Is there a
good tax?

Write a short essay.

Ex 8. Scan the available financial newspapers comment on the
problems of taxation.

Text 3.
TAX SYSTEM OF THE REPUBLIC OF UZBEKISTAN

Ex 1. Give the English interpretation of the following expressions by
using English terminological dictionary:

stimulation manufacturing eliminate
re—distributive accumulative avoidance
pivotal compile adversely
channel framework surveillance
priority hamper facilitate
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Ex 2. Read the text and pay attention to the functions of the tax system.
TAX SYSTEM OF THE REPUBLIC OF UZBEKISTAN

Main Tax Board of our republic was formed in 1991 under the
Cabinet of Ministers. In 1994 it transformed into the Tax Committee of
the Republic of Uzbekistan.

1991 marked the beginning of the creation in Uzbekistan ol a new
taxation system designed to ensure a steady inflow to the budget of
revenues at a period when the foundations of market relationships were
being laid down.

The tax system is designed to perform the following five underlying
functions:

the fiscal function of tax record-keeping;

the re-distributive function;

the stimulation function;

the controlling function of tax record-keeping;

the function stipulation the provision of information required for
the tax calculation process.

The major function taxes are designed to perform, i.e. the fiscal
function, is to help form a centralized fund of money resources needed
for the government to maintain the state machinery and armed forces as
well as implement all the necessary social and economic tasks. The key
moment of this function is the formation of revenues of the state budget
by withdrawing, in the form of taxes, a portion of profits derived by
enterprises and citizens, which are required to address a complex of pivotal
national economic issues.

The re-distributive function of taxes means that the state redistributes
revenues through the state fund of money resources (the state budget) made
up of incoming taxes. Part of the revenues received is channeled to the
development of production and social infrastructure, while another is
invested in the priority industries.

The stimulation function of taxes, one of the most important functions
of the tax system, actively affects the development of manufacturing, the
efficient use of raw material, financial and labor resources, and accumulative
property etc. In other words, by reducing the tax burden, it is possible to
stimulate the growth of production, to improve the state of finance and
encourage investment activity.

As for the controlling function of taxes, it represents a complicated
process of verification of tax calculations presented by taxpayers. The
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recordkeeping of taxes allows the tax authority to execute more — efficient
control and surveillance over the implementation by taxpayers of their tax
obligations.

The last but not least function of taxes — the function stipulating the
provision of information required to facilitate the tax calculation process,
enables the tax bodies to compile and the process the necessary tax-related
information. The latter is needed to accurately calculate taxes by those
taxpayers who are not obliged, under the current legislation, to keep
accounting records.

The State Tax Committee is engaged in a number of activities aimed to
improve tax policy and to develop the contractual and legal framework for
regulation of foreign economic ties and International tax relationships.

International double taxation may adversely affect the development of
the national economy, as it hampers the inflow of foreign investments,
which are rightfully viewed worldwide as the fuel for rapid economic
growth. Eliminating double taxation is thus one of the major challenges
factoring the public’s tax system. To create a favorable business
environment, in which enterprises set up with a share of foreign capital can
operate efficiently, work is under the State Tax Committee to reach as many
international agreements on the avoidance of double taxation as possible.

Ex 3. “Cluster” Project making.
Discuss the following questions:
1. What tax problems exist now days?
2. How can tax problems be regulated?
3. What tax problems are resolved in Uzbekistan?

Ex 4. Problem solving.
1. What is the altitude towards taxed in Uzbekistan?
2. Are there any breaks in Uzbekistan?
3. What privileges exist for small business?
4. How are businesses taxed in Uzbekistan?
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UNIT 6

FINANCIAL MARKETS

Texts: 1. Stocks and markets
2. Methods of payment
3. Investment Trusts

Text1.

STOCKS AND MARKETS

Ex 1. Give the Uzbek (Russian) equivalents of the following words
and word — combinations.

securities
stock exchange
local enterprise

retail client
price quotations
preferred stock

compete corporate bond
advanced countries reliable information
entity broad indication

Ex 2. Find proper definitions:

> 1. stock markets a) stock that gives its holders certain privileges,
= such as being paid dividends before holders of
= common stock

@ | 2. corporate b) the speed with which an investment can be

= redeemed for cash

& | 3. preferred stock €) abond having the owner’s name placed on it

£ | 4. registered bond d) a unit of ownership in a company

& | 5. common stock e) the pattern of investments held by a bank

g | 6. share/ stock f) means through which securities are bought and
@ sold

~ | 7. flier g) a bond issued by a corporation or group of people
@ who have a charter to act as an individual

© |8. portfolio h) ordinary stock, with no fixed dividend rate

— | 9. liquidity 1) a speculative transaction

= 110. aa—rating j) a stock thought to be of highest quality
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Ex 3. Read the text and try to translate it without using a dictionary.

STOCKS AND MARKETS

Stock Markets are the means through which securities are bought and
sold. The origin of stock markets goes back to medieval Italy. During the
17th and 18th centuries Amsterdam was the principal centre for securities
trading in the world. The appearance of formal stock markets and
professional intermediation resulted from the supply of, demand for and
turnover in transferable securities. The 19th century saw a great expansion
in issues of transferable securities.

The popularity of transferable instruments as a means of finance
continued to grow and at the beginning of the 20th century there was an
increasing demand for the facilities provided by stock exchanges, with both
new ones appearing around the world and old ones becoming larger, more
organized and increasingly sophisticated.

The largest, most active and best organized markets were established
in Western Europe and the United States. Despite their common European
origins there was no single model which every country copied.

Members of stock exchanges drew up rules to protect their own
interests and to facilitate the business to be done by creating an orderly and
regulated marketplace.

Investors were interested in a far wider range of securities than those
issued by local enterprises. Increasingly, these local exchanges were
integrated into national markets.

The rapid development of communications allowed stock exchanges to
attract orders more easily from all over the country and later the barriers that
had preserved the independence and isolation of National exchanges were
progressively removed, leading to the creation of a world market for
securities. The 1980s saw the growing internationalization of the world
securities markets, forcing stock exchanges to compete with each other
Cross-border trading of international equities expanded.

Although many securities were of interest to only a small d localized
group, others came to attract investors throughout the world. Increasingly,
arbitrage between different stock exchanges ensured that the same security
commanded the same price on whatever market it was traded. London,
Paris, New York became dominant stock exchanges.

Stock exchanges emerged as central elements in the financial systems
of all advanced countries.
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Potential investors, insurance companies, pension funds, governments
and corporate enterprises see securities as a cheap and convenient means of
finance.

An investor who purchases new securities is participating in a primary
financial market. An investor who resells existing securities is participating
in a secondary financial market.

There are two basic types of stock markets-(1) organized exchanges,
like the New York Stock Exchange (NYSE) or the London Stock Exchange
(LSE), and (2) the less formal over-the-counter markets.

The organized security exchanges are tangible physical entities, which
have specifically designated members® and elected governing bodies -
boards of governors.

In contrast to the organized security exchanges, the over-the-counter
market is an intangible organization. It is a network of security dealers who
buy and sell securities from each other, either for their own account or for
their retail clients. The over-the-counter market is normally conducted by
telephone and computer reporting of price quotations between brokerage
firms that "make a market": that is, agree to buy and sell a particular
security. Securities that are not listed on exchanges are traded "over-the-
counter”. In general these include stocks, preferred stocks, corporate bonds,
and other securities.

Investors need complete and reliable information about stocks and
markets. In addition to the listings, the financial pages of newspapers in all
countries contain price quotations and share indexes which give a broad
indication of how the stock market, or a segment of the stock, market
performed during a particular day.

C.H.JIrooumuesa, B.H.KopeneBa
Kypc aHri.s3.1,11 pMHAHCHCTOB.

Ex 4. Demonstrate the meaning of each of the following expressions in
sentences of your own:

transferable securities

to facilitate the business

to be integrated into national markets

creation of a world market

cross — border trading

international equity

cheap and convenient means of finance

NogahkowhE
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8. organized exchanges
9. over — the counter markets
10. broad indication

Ex 5. Answer the questions:

1. What is the Stock Market
Some historical facts

2. What contributed to the emergence and growth of stock exchanges?

3. Where were best organized stock markets established?

4. What general trend in the stock market development has been
observed over the years of its existence?

5. What stock exchanges have become most dominant? What part do
they play in the financial systems of advanced countries?

6. What are the basic types of Stock markets?
How are they conducted?

7. What gives a broad indication of how the Stock market performed
during a particular day?

Ex 6. Match the verbs from (a) with the nouns from (b) below:

a) toexpand b) barriers
to develop securities
to resell stocks
to remove trading
to issue shares
to list infrastructure
to possess standards
to meet capital
to submit documents

Ex 7. Read the abstract and describe the chief varieties of speculators
on the stock exchange.

The buying of something cheap at one time for the purpose of selling
the same thing dearer at another time is speculation.

A speculator on the stock exchange is a person who backs the
judgments he makes about likely developments by buying or selling shares.
The chief varieties of speculators on the stock exchange are known as
“bulls”, “bears” and “stags”.

A speculator may buy shares, for which he cannot or does not wish to
pay at the time, in the hope that “during the account”, i.e. before the date of
payment, the price will have risen and he can then sell them at a profit. A
buyer who buys like this in the hope of a rise in prices is a “bull”.
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Bears are pessimistic speculators who expect a fall in share prices.
They therefore sell any shares they have now, and even shares they do not
have, because, if prices fall as expected, the shares will be available in a few
hours or a few days at lower prices than at present.

Stags are speculators who operate in the “new issues” market rather
than on the Stock Exchange, although they must use the Stock Exchange
before they can realize any profit. What a stag does is to apply for shares that
are just being issued and are likely to be oversubscribed. He does not want to
keep the shares, or invest in the company that is issuing them, but simply to
make a profit out of the issue. The stag expects that the stock, upon issue,
will quickly rise to a premium in the market, and he will then sell his stock at
a profit.

Notes:

“bull” - “ObIK”, MOKyIIaTENb, UTPAIOIIMI Ha TOBBIIICHUE; “OyKa”, HAPX —
HABOHU aTaiial OMIMpPyBYH YaAUKOBYH.

“bear” — “meaBens”, MPOAABEI, UTPAIOIIHI HA TIOHKCHHUE, “aliK’, HapX —
HABOHM aTaiiad macauTUpyBUYH YANKOBYH.

“stag” — CHeKyJsiHT, TIOKYMAloIIMii HOBBIE IIEHHbIE OyMaru Mpu
OOBSIBJIICHUN TOANUCKA B HAACKIEC NMPOAATh UX C MPUOBUIBIO
NOCJIE Hayajia TOPrOBJIM Ha BTOPUYHOM PBIHKE; OOYHAHU YbJIOH
KAJIUHUIIM BakKTUJA SIHTM KUMMATIW KOFO3JIApHU  yJIapHU
doiiacura COTUIIl HUSATHIA UKKUHYU Japakaiyd 0030p/aa caBlo
OONUIaHTaH/IaH CYHT COTUO OJTyBYM CHEKYJISTHT

Ex 8. Write a short essay on the following:

a) Existing types of stock market
b) Stock market indices
c) People engaged at the Stock exchange:
Market makers, bulls, bears, stags, speculators, specialists.

58



Text 2.
METHODS OF PAYMENT

Ex 1. As you read the text below try to match words and words
combinations to their translation in your native language.

—

. payment in advance a) mepechLiaTh;
. Open account b) koHcurHaNMs, TApTHSI TPy3a; KOHCUTHAIHSI
(MOJIHM BOCHTaUUTa COTHII YIyH OepHO

N

5 1000pajIMran MapTHOMa TypH), MOJUIAp TYPKYMH

= 8. Bill of Exchange C) cuet ¢axTypa; MOJIIap Ba XU3MATIIAp TYJIOBHOMA —

? dakTypacu

5 4. Documentary d) mepeBoHOM BEKCelb, TPATTA; YTKa3Ma BEKCEIb,

P Letter of Credit TparTa

2 B. cash with order €) LIEJIOCTHOCTD; OYTYHJIMK

& 6. cash on delivery f) OTKpPBITHIN CYET; OYMK XUCOO paKaMu

o [7. remit Q) TOBapHBI aKKPEAUTUB, TOKYMECHTAPHBIH

= AKKPCIUTHUB; XYKKATIH aKKPEIUTHB

o 8. integrity h) aBaHCOBBII TUTATEK; My IIATHIAH OJIMH TYJIalll

& 9. consignment 1) oruTata HaTMYHBIMHA B MOMEHT ITOCTaBKH,

© HAJIO’KCHHBIHN TUIATEXkK; MOJI €TKa3uO Oepuiral

é nanTaa HaK/ MyJ1 OMjIaH XaK TYJiaIn

© 110. invoice J) IIaTeKHBINA TOPYYCHHUE, TPEIBIBUTEIbCKAS
TpaTTa; TYJIOB TONIIHPUKHOMACH, KypCATHIITaH
TparTa

Ex 2. Read the text carefully concentrating on its contents and
terminology.
Name the main function of the text:

informative, evaluative, persuasive
METHODS OF PAYMENT

Compared to selling in the domestic market, selling abroad can
create extra problems. Delivery generally takes longer and payment for
goods correspondingly can take more time. So exporters need to take
extra care in ensuring that prospective customers arc reliable payers and
that payment is received as quickly as possible.

In the first and in the last analysis, payment for exports depends on
the conditions outlined in the commercial contract with a foreign buyer.
As explained previously, there are internationally accepted terms
designed to avoid confusion about cost and price.
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The way exporters choose to be paid depends on a number of
factors: the usual contract terms adopted in an overseas buyer's country,
what competitors may be offering, how quickly funds arc needed, the life
of the product, market and exchange regulations, the availability of
foreign currency to the buyers, and, of course, whether the cost of any
credit can be afforded by the buyer or the exporter.

There are four basic methods of payment providing varying degrees
of security for the exporter:

1) payment in advance,

2) open account,

3) Bills of Exchange,

4) Documentary Letter of Credit.

1. Payment in advance.

Clearly the best possible method of payment for the exporter is
payment in advance. Cash with order (CWO) avoids any risks on small
orders with new buyers and may even be asked for before production
begins. However, this form of payment is extremely rare in exporting
since it means that an overseas buyer is extending credit to an exporter —
when the opposite procedure is the normal method of trade.

Variations in this form of payment are cash on delivery (COD)
where small value goods are sent by Post Office parcel post and are
released only after payment of the invoice plus COD charges.

2. Open account.

An exporter receives the greatest security of payment from cash with
order or from cash on delivery. At the other extreme payment on open
account offers the least security to an exporter. The goods and
accompanying documents are sent directly to an overseas buyer who has
agreed to pay within a certain period after the invoice date — usually not
more then 180 days. The buyer undertakes to remit money to the exporter by
an agreed method.

The open account method of payment is increasingly popular within
the EEC because it is simple and straightforward. 70 per cent of UK exports
are paid for under open account terms. It saves money and procedural
difficulties but the risk to the exporter is obviously greater. It is only
successful if an exporter trusts the business integrity and ability of an
overseas buyer, something that has probably been established through a
sustained period of trading.
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A variation of open account where an exporter supplies an overseas
buyer in order that stocks are built in quantities sufficient to cover
continual demand. The exporter retains ownership of the goods until
they are sold, or for an agreed period of time, after which the buyer
remits the agreed price to the exporter.

However, a large proportion of export contracts cannot be settled
by payment in advance or by open account, particularly with sales
outside the EEC. So, parallel with the development of international trade
throughout the world, the trading community has developed methods of
payments which involve the transfer of documents for exported goods
using the international banking system — with the aim of speedily setting
export transactions at minimum risk to exporters and to overseas buyers.

Un.One
B.M.CamyaJibsiH

Ex 3. Answer the following questions.

Compare selling abroad and selling in the domestic market.

What helps to avoid misunderstanding in payment for exports?

What factors does the choice of a method of payment depend on?
Which method of payment provides the best security for the exporter?
Why is payment in advance of order not frequently used in exporting?
Which method of payment offers the least security to an exporter?

Why is the open account method becoming more and more popular?
What other methods of payment has the trading community worked out?

N kW

Ex 4. Agree or disagree. Give your reasons.

1. In the domestic market delivery and payment for goods can take more time.

2. The best method of payment for the exporter is payment in advance.

3. Payment in advance of order is frequently used in exporting.

4. Open account method offers the greatest security for the exporter.

5. The open account method of payment is popular because it is simple and

straightforward.

6. A variation of open account payment is the consignment.

7. The trading community worked out developed methods using the
international banking system.

8. The choice of a method of payment depend on only one factor: the life of

the product.

9. Selling abroad create extra problems as compared to selling in the domestic

market.

10. There are internationally accepted terms designed to avoid confusion about

cost and price.

NOT ‘16 ‘48 N1/ ‘119 ‘NG ‘Jy 4E ‘17 4T :SIaMSUY
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Ex 5. The way exporters choose to be paid depends on a number of
factors. Name and explain them.

Ex 6. Give English interpretation of the following expressions and use
them in the sentences of your own:
prospective customers
internationally accepted terms
availability of foreign currency
accompanying documents

to remit money by agreed method
business integrity

sustained period of trading
speedily settling export transaction
. trading community

10 procedural difficulties

©Co~Noa~WDNE

Ex 7. Prepare an outline of the text and basing on it retell the text.

Ex 8. Discuss some questions:
1. Popular Methods of payment in Uzbekistan
2. |s the open account method popular in Uzbekistan?
3. How does the consignment account operate?

Text 3.
INVESTMENT TRUSTS

Ex 1. Before reading the text make up a list of words which can be
joined under the headline “Investment Trusts”

Ex 2. Study these words, give English interpretation of them and
compare with your own list of words.

investor portfolio

public issues over-the-counter market
debenture real estate equity
ordinary share mortgage

preference share financial assets
closed-end investment fund to be diversified
open-end investment fund convert property
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Ex 3. Read the text and 1) make up its outline.

INVESTMENT TRUSTS

Small shareholders who do not have enough money to invest in 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 it 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 decides to sell
them. Instead their shares are traded either on an organized exchange or in
the over-the-counter market.

Most closed-end funds have unlimited lives. Dividends and interest
received by a closed-end fund from the securities in its portfolio are paid out
to its shareholders.

However, most funds allow the reinvestment of such payments.

Besides, there are so called Real Estate Investment Funds. REIFs have
existed for over 30 years. They are essentially (although not legally) closed-
end investment companies that invest in real estate instead of financial
assets. Similar to true investment companies, as long as 95% of their income
is distributed to shareholders, it is free from taxation. Further, at least 75% of
their assets and income must be derived from real estate equity or
mortgages. REIFs must also have at least 100 shareholders. Their portfolios
must be diversified, and no more than 30% of their income may come from
selling properties held for less than four years. (This last requirement is
designed to prevent REIFs from becoming vehicles for real estate
speculation.)

REIFs engage in a common financial intermediation process known as
securitization. A REIF manager converts (Securitizes) properties into
financial assets by purchasing properties for the REIF. In order to finance
the purchases the REIF manager issues freely tradable ownership shares.

The Pocket Economist
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2) characterize:
a) open-end investment fund
b) closed end investment fund
c) Real Estate Investment Fund

Ex 4. Individuals or households that own securities are known as
individual investors.

Institutional 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, industrial and financial
companies.

What can you say about investment climate in Uzbekistan? What can
increase the inflow of foreign investment to Uzbekistan?
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UNIT 7/
FINANCIAL MANAGEMENT

Texts: 1. Financial Function

2. Management Function
3. Newspaper article

Ex 1. As you read the text below try to match words combinations to
their translation in your native language.

20T ‘16 ‘I8 P/ ‘U9 ‘BG ‘o ‘0g ‘I1Z ‘9T :SIaMSUY

1. finance function a) cueTa JeOMTOPOB; AeOUTOpIIAp XMCOO paKkaMu

2. acquisition b) ympaBiieHrne OCHOBHBIMH CPEICTBAMU; ACOCHIA
dboHIapHN OOIITKAPHUIIT

3. management of fixed c¢) opranuzanus GUHAHCOBOU JACATCILHOCTH;

assets MOJIUSIBUM (DAOJTMSITHH TAILIKHII STULI

4. working capital d) ynpasieH#e IeHSKHBIMU ONIEPAIMSIMH; HAKT

management MyJIHA OOIIKapHILI

5. management of €) yIpaBlieHUE TEKYITUMHU aKTUBAMU; KOPHMA

current assets aKTHUBJIAPHU OOLIKAPHUIII

6. management of f) ynpaBienue 3amacamu, MaTepuaibHO-

current liabilities TEXHHUYECKUM CHAOKEHUEM; 3aXUpaapHu
OoLIKapuII

7. cash management g) yrmpaBiieHHEe O0OPOTHBIMU CPEJICTBAMU;
ailmanma (;kopuii) MaOiaraapHu OOIIKAPHILI

8. receivables h) ynpaBieHne KpaTko CpOYHBIMU

management 00s13aTeIbCTBAMH; KUCKA MY IIATIH
MaXOYpHUSTIAPHH OOIIKAPHIII

9. inventory 1) MoTJIoIIEeHUE; KYIIINO OJIHIII

management

10. accounts receivable j) ynpasnenue 1e0UTOPCKO#H 3a10/DKEHHOCTHIO;
JeOUTOP Kap3IOPJIUKHU OOIIKAPHUIIT

Text1.

FINANCE FUNCTION

Any business — whether large or small, profit — seeking or not-for-profit

has important financial concerns:

How to get the funds needed to run the business on favourable terms

and how to make sure that the funds are used effectively?

In this connection modem businesses have financial managers to look

after these problems, whose major objective is to maximize the
shareholders’ wealth, which is represented by the market price of a firm’s
common stock.
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Managers daily face questions like the following:

 \What assets to acquire?

 Will a particular investment be profitable?

» Where will the funds come from to finance the investment

e How much to maintain as equity capital?

 Does the firm have adequate cash or access to cash — through bank
borrowing agreements, for example, to meet its daily operating needs?

» Which customers should be offered credit and how much should they
be offered?

e How much inventory should be held?

* |s the merger or acquisition advisable?

» How should profits be used or distributed? What is the optimal dividend
policy?

» How should the firm behave in the situation of exchange rate variations
and interest rate changes?

» How should risk to which the firm is exposed and return be balanced?

Financial managers are primarily concerned with the management of
fixed assets, working capital management, including management of current
assets and current liabilities, cash management, receivables management and
inventory management; they are responsible for designing capital structure,
choosing long- and short-term financing techniques.

The financial manager has to take these decisions with reference to the
objectives of the firm.

To have a better understanding of how managers go about all these
concerns one should know what resources managers typically have at their
disposal. The position of an enterprise, its assets and capital are best
illustrated by its financial statements — the balance sheet and the income
statement.

The finance function in a firm is usually headed by a chief financial
officer (CFO), who reports to the firm’s president.

The chief financial officer distributes the financial management
responsibilities between the controller and the treasurer.

C.H.JIvooumuesna, B.H.Kopenesa
Kypc anria.a3. 1 GuHaHCHCTOB
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Ex 2. Fill each gap with a suitable word from the box.

a) owner’s equity d) liabilities g) current

b) retained earnings e) resources h) fixed

C) enterprise f) investments

1. The first major component of the balance sheet of an __ is assets.
2. Assets are the _ owned by the enterprise. 3. assets are assets
purchased for use in the business on a permanent basis, e.g land and
buildings, plant and machinery, furniture etc. 4. assets are short—

term in nature. They are also known as liquid assets and include cash,
marketable securities, accounts receivable (debtors), inventory. 5.
represent investment of funds in the securities of another company. 6.
The second major component of the balance sheet is _  of the
enterprise, which represent the amount that the enterprise owes to
other enterprise, or the outside sources which the enterprise uses to
finance its assets. 7. The third major component of a balance sheet is the
_____ part of the resources of a firm which are supplied by its owners
_____shareholders. 8. is a part of the profits of the shareholders
which is not paid to them as dividends.
Answers: 1c, 2e, 3h, 4¢, 5f, 6d, 7a, 8b

Ex 3. Match the words in Column A to their definitions in Column B.

1. assets a) land and buildings, plant and machinery, furniture —
assets purchased for use in the business on a
permanent basis

2. fixed assets b) Tangible property that is held for sale in the normal
course of business or will be used in producing
goods or services for sale

3. current assets c¢) Obligation to be paid with current assets normally
within one year

4. current liabilities  d) The dollar difference between total current assets
and total current liabilities

5. inventory e) assets that will be turned into cash or expire (be used
up) within the longer of one year of the operating
year

6. working capital ~ f) resources owned by the enterprise

7. owner’s equity g) cumulative earning of a company that are not
distributed to the owners and reinvested in the
business

8. retained earnings  h) The financing provided by the owners and the
operations of the business

Bg ‘U ‘P9 ‘S ‘OF ‘o€ ‘BZ YT :SI9MSUY
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Ex 4. Demonstrate the meaning of each of the following expressions in
sentences of your own:

to run the business on favorable terms
to maintain as equity capital

to meet daily operating needs

to offer credit

to acquire assets

to maximize the value of the firm

to use funds effectively

profitable investment

. to have resources at the disposal

10 optimal dividend policy

©CoNORrwDE

Ex 5. Form word association

Example:
. managers
institute / d
) financial > concerns
statements <
. ratios
indication

Use words: management, capital, funds, assets

Ex 6. Translate this text into English.
BAJIAHC

banmanc ¢upMmbl mpencTaBiasieT coOOMl JOKYMEHT, OTpaxarolied B
CTOMMOCTHOM BBIPQXCHHSI €€ aKTUBBI M1 UCTOYHUKU HUX (OPMHUPOBAHUS HA
OIpENICIICHHYIO J1aTy, OOBIMHO Ha KOHEI KBapTaia win roga. OH cocras-
JISIeTCS HAa OCHOBE JAHHBIX OYXTaJITepPCKOro ydeTa W pa3/iesisieTcs Ha JIBe
PaBHOBEJIMKUE TPYNIUPOBKH MOKA3aTENIEH — aKTHB U MACCUB. A aKTHBE I10-
Ka3aTeNy rPyIIUPYIOTCS MO0 COCTaBY U Pa3MEIICHUIO CPEICTB, B TACCUBE —
M0 UCTOYHMKAM uX opMupoBaHus. B roJ0BbIX oTueTax OanaHC MPUBOIUT-
Csl Ha Ha4ajlo ¥ KOHel (PMHAHCOBOIO TOAA.

banmanc oTpaxaeT B3aMMOCBS3b aKTHMBOB ()UPMBI M HMCTOYHHUKOB HMX
dbopmupoBanusi. OH MO3BOJISET MTPOBOAUTH aHAJIN3 3aBUCUMOCTH (PUPMBI OT
BHEITHUX WMCTOYHHKOB (DUHAHCHUPOBAHUSI, CTPYKTYpPhl COOCTBEHHOTO U
NPUBJICYCHHOTO KaIluTalla, a TakKe €ro MCIOJIh30BaHUS B XO3HCTBEHHOM
o0opoTe.
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B npaktuke ¢upM BcTpedaroTcs paziuuHble (OPMBI COCTABJICHUS
Oanmanca. Hanbomee pacmpocTpaHeHHON W3 HUX sBIsieTcs (opma JIBYCTO-
pOHHEW TaOuIle, B JIEBOM YacTU KOTOPOHM, HA3bIBAEMON aKTHBOM, YKa3bl-
BAIOTCSl COCTaB M pa3MEIUICHHE CPEJCTB, KOTOPHIM pacrojaraet ¢upma, B
NpaBoM, Ha3bIBAEMOM MACCHBOM, — WCTOYHUKU (DMHAHCUPOBAHUS €€
JEATEIIbHOCTH.

BAJIAHC

dupma Oanancu y3uaa 0axo KYPUHUIIHUIATH YJIapHU aKTUBIapu Ba
MabJIyM BaKTITa, OJIaT/Aa KBAPTaJ €KU WUJT OXUPUTa yJIAPHU TAIIKWI STHIIAIIT
MaHOaJapy MAKIUIa KYpPUHAIUTaH XYAOKATaup. Y Oyxraiarepus xucoou
acocujia Ty3WwlaJd Ba HWKKM TEHI KYWId KypcaTKU4ilap TypyXxura
@KpaTWiad — AaKTUB Ba IMAacCuB. AKTHUBIA KYypCaTKU4YjIap BOCUTaIap
TapKUOW Ba KyWWIMIIK Oyinya TypyxJIaHaiwiap, MacCUBIa dca YJIapHH
TaIIKWJI TOTHII MaHOaapu Oyiinya.

Mwumk xpcoboTnapia OaJaHc Moius M GOIMIM Ba OXHPHTa
KENTUPUIIAIM.

bananc ¢upma akTvuBiIapu Ba yJApHHU TAIIKWI STWIMILK YpTacujaru
OOFJIMKJIMKHA HAMOEH ATaJIH.

VY (upmaHUHT TalIK¥ MOJUSUTAIITHPUIN MaHOanapura, y3 Ba Kajid
KWIMHTaH  MaOnaryapra XamJa YHUHT  XYXKQIMK — alJaHUIIdga
UNUIATWINIINATA KAaHYAIUK OOFMKJIMTUHU  TaxXJIWI KWIKIT WMKOHUHU
oepasu.

dupMaHUHT aMaTUETH Ia OaTaHC TY3UIIHUHT TYPJH IaKJuIapu yupad
Typaaud. YlaplaH KEHI TapKairanu OYynm0O, akTuB Je0 aranaguraH yar
Tapapuaa upMa sranvK KWlaJuraH BOCUTANIAp TapKUOW Ba KYHWIMILIA
KypcaTuiaaurad, TacCHMB Je0 aTajaguraH YHr Tapauaa YHUHT
(haoSMATHHN MOMSUTAIITUPUIIT MaHOATApu KypcaTWiaaurad UKKU Tapadiu
»KaJIBaJI IIAKJIM XUCOOJIaHa !.

Ex 7. Give extensive answers to these discussion questions:

1. How is financial management organized in a typical firm?

2. What sources of financial resources are used by business? How
do business firms use their funds? How can they increase their
capital?

. Explain why all firms need both fixed and working capital?
. How are different assets (current or fixed) managed?

W
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Ex 8. Prepare a short talk on the following:
1. The main sources and uses of funds for a business firm
2. Current and fixed assets and their management
3. Why do you think some companies choose to obtain working
capital through a sale of stock instead of going to some other
sources of funds? Do they try to achieve a better balance between
debt and equity?

Text 2.
MANAGEMENT FUNCTIONS

Ex 1. Read the text.
Give Russian Uzbek equivalents to the underlined words, word
combinations.

MANAGEMENT FUNCTIONS

Management plays a vital role in any business or organized activity.
Management is composed of a team of managers who have charge of the
organization at all levels. Their duties include making sure company
objectives are met and seeing that the business operates efficiently.
Regardless of the specific job, most managers perform four basic functions.
These management functions are planning, organizing, directing and
controlling.

Planning involves determining overall company objectives and
deciding how these goals can best be achieved. Managers evaluate
alternative plans before choosing a specific course of action and then check
to see that the chosen plan fits into the objectives established at higher
organizational levels. Planning is listed as the first management function
because the others depend on it. However, even as managers move on to
perform other managerial functions, planning continues as goals and
alternatives are further evaluated and revised.

Organizing, the second management function, is the process of
putting the plan into action. This involves allocating resources, especially
human resources, so that the overall objectives can be attained. In this phase
managers decide on the positions to be created and determine the associated
duties and responsibilities. Staffing, choosing the right person for the right
job, may also be included as part of the organizing function.

Third is the day-to-day direction and supervision of employees. In
directing, managers guide, teach, and motivate workers so that they reach
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their potential abilities and at the same time achieve the company goals that
were established in the planning process.

Effective direction, or supervision, by managers requires ongoing
communication with employees.

In the last management function, controlling, managers evaluate how
well company objectives are being met. In order to complete this evaluation,
managers must look at the objectives established in the planning phase and
at how well the tasks assigned in the directing phase are being completed. If
major problems exist and goals are not being achieved, then changes need to
be made in the company’s organizational or managerial structure. In making
changes, managers might have to go back and replan, reorganize, and
redirect.

In order to adequately and efficiently perform these management
functions, managers need interpersonal, organizational, and technical skills.
Although all four functions are managerial duties, the importance of each
may vary depending on the situation. Effective managers meet the objectives
of the company through a successful combination of planning, organizing,
directing, and controlling.

0O./1.®eneroBa

Ex 2. As you read the text give the main ideas paying attention to the
underlined words and word combinations.

Ex 3. Refer to the text to help you to complete the outline.
Management functions.

A. Planning (=determining company objective and how to achieve
them)
1. Managers:
a. evaluate alternative plans before
b. check
2. Planning is first because
3. It continues

B. Organizing (= )

1. Involves
2. Managers:
a. decide on
b. choose the right person for the right job (=
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1. Managers

a.
b. workers
C.

2. Effective direction requires

1. Managers look at:
a.
b.

Ex 4. Use the expressions in sentences of your own:
1. to choose specific course of action
2. at higher organizational levels
3. to perform managerial functions
4. overall objectives
5. to achieve goals

6. potential abilities

7. ongoing communication

8. to adequately and efficiently perform

Ex 5. Read and act out the dialogue. Discuss the problems raised in
the dialogue. Make a story on the basis of the dialogue.

WHAT MAKES A GOOD MANAGER?

R.: One hears over and over again that what a modern enterprise needs is a
good manager. What do you think of the problem?

Am.: The importance of a good manager can't be overestimated.

R.: What do you think makes a good manager?

Am.: First of all high standards of professional knowledge and personal
conduct.

R.: What personal traits must a good manager have?

Am.: A good manager must be flexible, must have confidence in himself
and others, and keep a sense of proportion. Besides, he must have
leading ability.

R.: | see, and what professional skills should managers have?
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Am.: Managers must know how to set goals and how to achieve them, how
to divide work and how to coordinate the activities of individuals.
They must know how to take corrective action if the organization is
not progressing towards its goals.

R.: Management is often called the art of getting things done trough people.
What’s your point of view on the essence of management?

Am.. The essence of management is to create an environment where
individuals, working together, can perform effectively and efficiently.
Nowadays managers must be more skilled in handling people.

R.:  Yes, managers must understand that human resources are a very
important part of any business. The manager’s job is very interesting,
isn’t it?

Am.: Yes, and given the opportunity | would choose the same career again.

Ex 6. Answer these questions:

1. The role of a good manager.

2. What is more important: high standards of professional knowledge or
personal conduct?

3. What is important in handling people?

4. What problems do finance managers face daily?

5. What are financial managers concerned with?

6. What do financial managers take into account when they try to strike
(momBomuth, kenTupMmok) the right balance between different sources of
funds, e.g. between long and short — term debt or between debt and equity?

7. What skills are likely to be in demand in the next five years —
computer literacy, knowledge of foreign languages, anything else?

Ex 7. Critical Thinking. Define whether the statements below are

true or false.

1. Contemporary financial managers should be familiar with two areas of
economics — macroeconomics and microeconomics

2. Financial management explains how financial brokers can help maximize
the value of their firms by making better decisions in capital budgeting,
choice of capital structure and working capital management.

3. Financial managers, controller in particular are not responsible for
financial accounting, cost accounting.

4. The financial manager must help decide on the specific assets to acquire
and the best way to finance these investments.

5. The financial manager’s job is to arrange for the firm to get the funds
needed on unfavorable terms and make sure they are not used effectively.
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6. The concept of cash flow is one of the central elements of financial
analysis.

7. Macroeconomics is concerned with the institutional and capital markets,
monetary, credit and fiscal operations.

8. Financial managers major objective is to minimize the value of the firm
for its owners.

Answers: 1tr, 2f, 3f, 4tr, 5f, 6tr, 7tr, 8f

Ex 8. Write a summary of the text.

Text 3.

DEUTSCHE DISPOSAL BETTER LATE THAN NEVER
Ex 1. Comment on the meaning of the following words and combina-
tions:

disposal boost

fund management fixed income
asset management split capital investment
cost cutting program fund mandate

DEUTSCHE DISPOSAL BETTER LATE THAN NEVER

Deutsche Bank's disposal of its UK asset management business
(DeAM UK) and Philadelphia-based active fixed-income business to
Aberdeen Asset Management will be a great relief to the bank's senior board
members. The UK unit has been in dire straits in the past two years,
haemorrhaging staff and losing a series of pension fund mandates. In 2004
alone, the businesses sold made losses of £77 million ($135 million).

Last September, DeAM UK CEO Paul Berriman vehemently denied
rumours of a withdrawal, stating: "The UK institutional investment market is
the largest in Europe -no fund management firm could afford not to have an
operation in the UK." For Deutsche Bank, it has been a case of quite the
opposite. It simply could not afford to continue operating in the UK asset
management space.

While other fund managers had responded to investors demand for
specialist managers, Deutsche had dragged its feet, implementing a shift to a
boutique structure only in the middle of last year. Some analysts claim that
the move to sell was late in coming. Rumours of a potential sale had started
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in 2002 when Paul Manduca was appointed as European CEO. He joined
from Rothschild Asset Management where he had orchestrated the sale of
the business to HBOS.

The uncertainty that was hanging over the unit only aggravated the
business's woes leading to further staff defections and loss of mandates. But
analysts agree it is a case of "better late than never".

Matthew Clark, analyst at Keefe, Bruyette & Woods, views the deal as
a small positive for Deutsche Bank, but points out that the delay might have
slightly dented the bank's reputation.

"Towards the end of last year, Deutsche’s management seems to have
been concentrating on the cost-cutting programme, more centred on the
corporate and investment bank. Arguably, the larger scale of the cost-cutting
plan to some extent outweighs the delay in addressing DeAM, but the
company's image may have taken a bit of a knock in the process,” says
Clark.

The deal is certainly positive for buyer Aberdeen's reputation. The
£265 million deal boosts its assets under management from £25.9 billion to
£72.2 billion, and should go some way to making investors forget that just
two years ago the firm looked close to collapsing following the split-capital
investment trust scandal.

Euromoney
August 2005

Notes:
dire — horrible
straits — difficult situation
vehemently — quickly, rapidly
rumours — unpleasant chat, gossip, scandal
haemorrhage — stream of blood or bleeding
to drag smb’s feet — to go hardly
woe — sad trouble

Ex 2. As you read the article point out the main idea and define its
ISSues.
Ex 3. Comment on the problems of the article by using key words.

Ex 4. Give its brief summary.
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UNIT 8
ACCOUNTING

Texts: 1. Accounting Principles and Concepts
2. The Balance Sheet
3. Newspaper article

Text 1.
ACCOUNTING PRINCIPLES AND CONCEPTS

Ex 1. Find the Uzbek — Russian equivalents of the following world and
worlds combinations.

accounting — accountancy cash basis

book — keeping accrual basis

capture owner’s equity
communication to fall due

to meet one’s commitments managerial accounting
accounting equation financial accounting
financial statements assets

balance sheet liabilities

entry

Ex 2. Read and translate the text, pay attention to the key words, learn
them by heart.

ACCOUNTING PRINCIPLES AND CONCEPTS

The accounting system in any given country is one of the key elements
of the economic system. It is determined to & significant extent by the level
and direction of the economic system's development.

The most important theoretical concept of the Anglo-American
accounting may be summed up as follows: the subject of accounting is the
calculation of the financial results of an economic entity's business activity.

Accounting is used to describe the transactions entered into by all
kinds of organizations.

Accounting can be divided into three phases: capture, processing and
communication of financial information.

The first phase, the process of capturing financial information and
recording it, is railed book-keeping. Accounting, in the true sense of the
word, extends far beyond the actual making of records. It includes their
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analysis and interpretation; it shows the relationship between the
financial results and events which have created them

Accounting can show the managers or owner of a business whether or
not the business is operating at a profit, whether or not the will be able to
meet its commitments as they fall due.

Accounting is based on the accounting equation, which states that a
firm’s assets must equal its liabilities plus its owners' equity.

Assets and liabilities, profits or losses are listed in financial statements.
The two main types of financial statements are the balance sheet and the
income statement (profit and loss account).

The balance sheet lists a firm's assets, liabilities and owner's equity at a
point of time.

Changes in the balance sheet are made according to the principle of
double-entry bookkeeping. This principle made its appearance in the 13"
century in Northern Italy. It was improved and disseminated at the end of the
14" century by the work of Luca Pacioli, a monk and a university teacher.
This principle states that each transaction must be recorded on the balance
sheet as two separate entries so that the accounting equation will hold at all
times, the totals of true no matter how many transactions are entered into.

Balance sheets are drawn up periodically: monthly, quarterly, half-
yearly, annually.

There is an account for every asset, every liability and capital.
Accounts can be prepared either on a cash or accrual basis. Each account
should be shown on a separate page.

The double entry system divides each page into two halves. The left-
hand side is called the debit side, while the right-hand side is called the
credit side.

The balance sheet shows a lot or useful financial information, but it
does not show everything. A firm’s sales, costs, and profits for a given
period are shown in an income statement.

C.H.JIrvooumuena, B.H.Kopenosa
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Ex 2. Answer these questions:
1. What role does an accounting system play in an economy?
2. In what phases is accounting broken down?
3. What is an accounting equation?
4. What is the most widely practiced principle of book — keeping?
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6.
7.

What does the balance sheet list?

What is shown in the income statement?

In what way does cash basis accounting differ from accounting on
accrual basis?

Ex 3. Give derivatives of:

account manager equity
performance debit provide
transaction credit available
record practice calculation
Ex 4. Define whether the statements below true or false. Give your
reasons.
1. Balance sheet shown a not drawn up periodically.
2. The balance sheet showed a lot of useful financial information.
3. The accounting system is insignificant element of the economic
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system.

Assets and liabilities, profits or losses are listed in financial statement.
Accounting can be divided into two phases: processing and
communication of financial information.

Accounts can be prepared either on a cash or accrual basis.

The double entry system divides each page into three halves.

A firm’s sales, costs, and profits for a given period are shown in a
balance sheet.

Ex 5. Comment on every requirement to the chief accountant of a
company who will:

- maintain accounts payable ledger

- supervise banking and cash activities, supply contracts,
reconciliation of bank statements

- deal with local tax authorities

- supervise the accounting department

- cooperate with internal and external auditors

The requirements include:

excellent English

degree in accounting

knowledge of the local accounting system
proper computer skills

ability to work independently
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Ex 6. Problem Solving.
The two parts of accounting system are outlined in Exhibit 1-1.
Answer the questions after studying Exhibit 1-1.
1. Briefly distinguish financial accounting from managerial
accounting
2. Define accounting
3. The accounting process generates financial reports for both internal
and external users. Identify some of the groups of users.
4. Briefly distinguish investors from creditors.

Exhibit 1-1. The Accounting System and Decision Makers.

Financial Accounting External Decision
System. Makers.
Preparation of four basic Investors, creditors,

A 4

: suppliers, customers, etc.
Accounting System. PP

Collection and processing of

financial statements and
/ related disclosures

financial information about

an organization and

. . . Managerial Accounting Internal Decision
reporting of that information \ System Makers
to decision makers Preparation of detailed » Managers throughout the

plans, forecasts and organization
performance reports

Ex 7. Read the passage and pay special attention to the meanings of
the italicized words and comment on each separately.

Business people need financial information to make rational economic
decisions. Investors and creditors need financial information before they
provide cash to a business a primary source of financial information is the
organization’s financial statements. Accounting is a system that collects and
processes financial information to decision makers.

The four basic financial statements are the balance sheet, the income
statement, the statement of cash flows, and the statement of retained
earnings.

The balance sheet is a statement of financial position that reports
dollar amounts for the assets, liabilities, and stockholders' equity at a specific
point in time.

The income statement is a statement of operations that reports
revenues, expenses, and net income for a stated period of time.

79



The statement of cash flows reports inflows and outflows of cash for a
specific period of time.

The statement of retained earnings explains changes to the retained
earnings balance that occurred during the reporting period.

The financial statements and the parties to the accounting
communication process were illustrated in the context of the purchase of a
disk drive company

Ex 8. Sum up the main text and present your summary in class.

Text 2.
THE BALANCE SHEET

Ex 1. Read the text and give equivalents in your native language to
the underlined words and word combinations.

THE BALANCE SHEET

Financial statements are the final product of the accounting process.
They provide information on the financial condition of a company. The
balance sheet, one type of financial statement, provides a summary of what a
company owns and what it owes on one particular day.

Assets represent everything of value that is owned by a business, such
as property, equipment and accounts receivable. On the other hand,
liabilities are the debts owed by a company — for example, to suppliers and
banks. If liabilities are subtracted from assets (assets liabilities), the
amount remaining is the owners' share of a business. This is known as
owners' or stockholders' equity.

One key to understanding the accounting transactions of a business is
to understand the relationship of its assets, liabilities, and owners' equity.
This is often represented by the fundamental accounting equation: assets
equal liabilities plus owners' equity.

Assets = Liabilities + Owners’ Equity

These three factors are expressed in monetary terms and therefore are
limited to items that can be given a monetary value. The accounting
equation always remains in balance; in other words, one side must equal the
other.
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The balance sheet expands the accounting equation by providing more
information about the assets, liabilities, and owners' equity of a company at a
specific time (for example, on December 31, 1999). It is made up of two
parts. The first part lists the company assets, and the second part details
liabilities and owners' equity. Assets are divided into current and fixed
assets. Cash, accounts receivable, and inventories are all current assets.
Property, buildings, and equipment make up the fixed assets of a company.
The liabilities section of the balance sheet is often divided into current
liabilities (such as accounts payable and m-come taxes payable) and long-
term liabilities (such as bonds and long-term notes).

The balance sheet provides a financial picture of a company on a
particular date, and for this reason it is useful in two important areas.
Internally, the balance sheet provides managers with financial information
for company decision-making. Externally, it gives potential investors data
for evaluation of the company's financial position.

0O.J1.®dexoroBa

Ex 2. Match each definition with its related term.

1. accounting a) a statement that reports the revenues less the
expenses of the accounting period

2. accounting Entity b) a statement that reports the financial position of an
accounting entity at a point in time

3. accounting period c) a system that collect and processes financial
information about an organization and reports that
information to decision makers

4. audit d) An examination of the financial reports to assure
that they represent what they claim and conform with
generally accepted accounting principles

5. balance sheet e) a statement that reports in flows and out flows of
cash during the accounting period in the categories of
operations, investing and financing.

6. basic accounting  f) assets = liabilities + Stockholders Equity

equation

7. income statement Q) the time period covered by the financial statements

8. statement of cash  h) the organization for which financial data are to be

Flows collected

9. Statement of J) a statement that reports how net income and the

retained earnings distribution of dividends affected the financial position
of the company during the accounting period

16 ‘a8 ‘®/ ‘19 ‘S ‘pir ‘BE ‘Yz ‘0T :S1amsuy
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Ex 3. Substitute appropriate terms from the box for the underlined
words or phrases in the sentences below:

status agencies monitored maintain independently procedure fee hire rigorous
solely

1. Many accounting departments have strict entrance requirements; only the
most qualified applicants are allowed to enter these programs.

2. The particular method used to process employee insurance claims may

vary from company to company.

The stock market is closely watched every day.

Rather than expand into foreign lines, the dress shop manager chose to

deal only with domestic fashion designers.

5. Although the consultant's charge for services was high, his guidance and
advice were well worth the money.

6. The financial condition of a company is reflected in its financial
statements.

7. When the business began to expand, a second bookkeeper was brought in
to help keeping the books.

8. In the United States there are numerous organizations that provide
services at the local, state, and national levels.

>~ w

Ex 4. Give definitions to the following terms:
1) Assets are...
2) Liabilities are...
3) Owner's equity is ...
4) A balance sheet is ...
5) An accounting equation is ...

Ex 5. Look through the Statement of Financial position of “General
Electric” and evaluate it. Make up a list of clue words to it.

Statement of Financial position Bananc

At December 31 (in millions) | 1985 | 1984 | Ilo cocrosiauio Ha 31 nexadps
(B MJTH.JI0JL)T)

Assets 1606 | 1859 | AxTuBbl

Cash 951 | 514 | HamuyHOCTH

Marketable securities 6040 | 5509 | Beictpopeanu3zyembie 11/0

Current receivables 3949 | 3670 | KparkocpouHas aeGUTOpCKast
3aJ0JDKEHHOCTD
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Inventories 12546 |11552 | MaTepuaibHO—TIPOU3BOICTBEH-
HBIC 3aI1achl

Current assets. 8328 | 7690 | O0opoTHBIC aKTHBBI. PeanbHbli

Property, plant and equipment KaruTaia. AMOpTH3aLUs

Funds held for business 726 | 814 | ®oup pa3BUTHS

development

Other investments 3150 | 2903 | losnrocOOpHBIE BIOXKECHHS B
LIEHHbIE OyMaru

Other assets 1632 | 1771 | Ilpoune HEOOOPOTHBIC AKTHUBHI

Total assets 26432 |24730 | Utor akTHBA

Liabilities and equity. 1297 | 1047 | IlaccuB. KpaTkocpouHble 3aiiMbl 1

Short—term borrowings KPCIHTHI

Accounts payable 2204 | 1931 | Cyera K miaTexy

Progress collections and price | 2257 | 2403 | [TocTeneHHbIC IeHSKHBIEC COOPHI U

adjustments accrued nepepacyeThl eH

Dividends payable 264 673 | 3a40KEHHOCTh IO IUBUACHIAM

Taxes accrued 751 | 2303 | 3a10/KEHHOCTD 10 HAJIOraMm

Other costs and expenses 2146 | 8607 | JIpyrue BUABI KpaTKO-CPOYHOU

accrued 3aJI0JKCHHOCTH

Current liabilities 8919 | 3421 | KpaTtkocpo4HbI€ 33]J0JPKEHHOCTh

Long—term borrowings 3481 | 1202 | lonrocpodHbIe 3aiiMbl, KPEAUTHI

Total liabilities 21319 (21587 | UToro: kpatkocpoyHas,
JOJITOCPOYHAS 38/ I0JDKEHHOCTD

Minority interest in equity of 128 | 129 | Jlonst CTOpOHHUX aKIIMOHEPOB B

consolidated affiliaties KOHCOJIMIUPOBAHHBIX JOUYCPHUX
KOMTIaHUSIX

Common stock 579 579 | AKIITMOHEPHBIN KaruTajl

Other capital 641 | 642 | JlonoJHUTEILHBIA KalHUTal

Less common stock held in -310 | -313 | MuHyc COOCTBEHHBIC aKIIUU B

treasury noptderne

Total share owner’s equity 3455 | 1480 | CoOCTBEHHBIN KammuTasl

Total liabilities and share 26432 |24730 | UTor naccusa

owner’s equity

Ex 6. Complete the following table by entering either the word debit

or credit in each Column.

a)

Item Increase Decrease
1. | Assets
2. | Liabilities
3. | Stock holder’s Equity
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Complete the following table by entering either the word increase or
decrease in each Column.

b)
Item Debit Credit
1. | Assets
2. | Liabilities
3. | Stock holder’s Equity
a) 1.deb;cr. b) 1.incr; decr.
2.cr; deb 2. decr; incr.} Answers
3. cr; deb. 3. decr; incr.

Ex 7. Give extensive answers to these discussion questions:

What accounting is and what role it plays in a free market economy?
What sort of statement the balance sheet is?

What sort of statement the income statement is?

Who needs the information provided in financial statements?

Why do all firms need both fixed and working capital

What are your own sources of funds? Earnings from employment?
Contribution from parents or others?

Sk wbdE

Ex 8. Prepare short talk on the following:

1. The work of public accountants, private accountants, and
accountants who work for units of the government and non-for-
profit firms.

2. Accounting principles

3. How is Uzbek accounting developing?

Text 3.
NEWSPAPER ARTICLES

Ex 1. As you read the following newspaper article point out the main
idea. Make up questions to the text.

SAUDI ARABIA: INVESTMENT INCENTIVES

The Saudi Arabian General Investment Authority and the Supreme
Economic Council agreed on July 2 to introduce new measures to attract
foreign direct investment. The changes aim to speed up the process of
gaining investment permission and trade reqistration, and cut the
kingdom's dependence on expatriate labour. They include: exemptions
on customs tariffs; more efficient judicial procedures for the resolution
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of trade disputes; stronger quarantees for investors; and special
incentives for locals and foreigners to invest in less-developed regions.
Foreign investors will now also be able to gain entry visas through Saudi
embassies without having a letter of invitation.

Euromoney. 2005
IMF/World Bank Edition.

Ex 2. Comment on the meaning of the following words and expressions
and make up your own sentences.

investment incentives
new measures
investment permission
trade registration
expatriate

trade disputes

less developed region
entry visas

Ex 3. Read the newspaper article and comment on the presented events
by using key words from it.

UNDER PRESSURE

The allure of providing prime brokerage services to hedge funds is
putting pressure on the three dominant brokers in the industry, says Standard
& Poor's.

The ratings agency predicts two trends that could erode the profits
from prime brokerage at the three largest US prime brokers, Morgan
Stanley, Goldman Sachs and Bear Stearns.

The first is competition from investment and commercial banking
groups attracted to prime brokerage for hedge funds because of the earnings
potential. "Wide margins and growth in volumes in prime brokerage have
attracted new entrants who compete on price and in the conditions of
services, including collateral requirements,"” says Standard & Poor's report,
Hedge funds and their counterparties - catching the big one, UBS and
Citigroup, for example, are reported to have been pouring money into prime
brokerage services such as securities lending and trade execution.

A second trend that might erode the profits to which the large three
prime brokers have become accustomed is the internalization of services by
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some of the largest hedge funds, says the report. A few large hedge funds are
bypassing brokers and trading directly with other investors, while others
have International Swaps and Derivatives Association agreements with
dozens of counterparties. Hedge funds are also increasingly running their
own repo desks and securities-lending operations, conducting their own
research, and relying less on sell-side analysts. The report says: “In some
ways, large hedge funds are competing with the brokerage industry”.

Ex 4. Find in the text English equivalents to the following:

‘UoINJaXa’g

"abpay9
‘Auedisunody

‘|e191e]|09°¢

‘abelayoiq g ‘puny abpay'T

1.

N

o oA

Xexupiam  ycyiauaadn — ¢doigananyBun - doHa;  GoHA
MOJIB3YIOLINICS XEJIK.

. OpokepyHK oneparusiiapu; OpoKepcKrue oneparuu.
. KYIIUM4a, TabMHWHJIAHTaH, KadoIaTiii; JOMOIHUTEIbHBIH,

00€eCreYeHHbIN.

. IIEpUK, MyKOOWJI TOMOH; HapTHEP.
. Oa)xapuiil; BBITIOJTHEHUE

XEXKHUpJAll - HapX HABOHUHI HOKYJall Yy3rapuluiapiaH
CyFypTaJIaHHIIITa UMKOH OepyBYHM OUpIKa ornepanusiap;
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UNIT 9
AUDITING

Texts: 1. Performing an audit
2. Report of independent accountants
3. Newspaper article

Text1.

PERFORMING AN AUDIT

Ex 1. As you read the text below try to match the words and combina-
tions in Column A to their Uzbek-Russian equivalents in Column B.

10. auditor’s opinion

J) eTaybHBIN ayUTOPCKUI 0TYeT; Oatadcuit ayauT
XUCOOOT

11. credibility

K) mosHbIe naHHbBIS; TYIUK MabIyMOTIIap

12. in depth audit

report

> 1. financial a) mpoBepsieMasi KOMIaHWUsI, TEKITHPUITAaH KOMIIaHHS
‘é’ statements

3 2. auditing b) aynut cueroB, peBHU3Hs CUETOB; XUCOO paKaMIIApHH
= TaTUIT KAITUIIT

™ 3. auditor C) ayauT; TaQTUIT YTKAZHII

w |4 audit d) mporiecc mpoBeieHUs Ay IUTOPCKOM MPOBEPKHU;

> ayJUT TEKIIMPYBUHHU YTKA3HIIH Kapa&HH

a |9 audit process e) (hmHaHCOBask OTYETHOCTh; MOJIMSIBHI XHCOOOT,

o OanaHc

(“; 6. audit procedures | f) ayauTop; ayautop, TadTuirau Oyxrairep, 0o

- _ Oyxranrep _

Z 7. audited company | g) MeToaMKa MPOBEACHUS PEBU3UH / Ay TUTOPCKOM
=) IPOBEPKH; TaQTUI YTKA3UII METOU (YCYIIH)

;: 8. to audit h) npoBOUTH ayTUTOPCKYIO MTPOBEPKY; TEKIITMPMOK,
P TadTUIIl KUJIMOK, TadQTUIIT YTKa3MOK

3 | 9. account (s) audit | i) TouHbIC JaHHBIC; AHUK MABIYMOTIIAP

5

iR

w

~

[EEN

SN

) aynur, ayauropckas mpoBepka, peBH3HsI; ayIuT,
ayJUTOPIIMK TEKIIUPYBH, TAQTHII, TCKITUPYB

13. complete figures

M) BEPOSITHOCTh, MPaBAOIIOA00KE, JOCTOBEPHOCTE;
XaKUKUUIIMK DXTUMOJIH, TYFPUIUTH

14. accurate figures

N) 3aKJIFOYCHHE ayAUTOPA; AyJUTOP XYyJI0CACH

Ex 2. Before reading the text try to understand the meaning of the

following terms:
1. misstatement — wrong information
2. judgement — decisions, conclusions
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in depth — in detail

audit procedure — device, way of checking

preliminary analytical review — analysing of financial, economical

activity in advance

assumption — supposition

audit risk — danger of unsatisfied control

to seek evidence — to look for factors

9. intentional — special, planned

10. omission — gap, lack

11. detection — smth. which is found

12. deviation — turn

13. to qualify the opinion — to make the audit conclusion with some
notes

14. integrity — professional honesty

15. certify —to approve, to give license

16. comply with regulations — to meet requirements of smb

17. in agreement with — in accordance

18. in compliance with — in agreement with

19. relevant — suitable

o bk w
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Ex 3. Read the text and translate it, pay attention to the terms.
PERFORMING AN AUDIT

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.

There are different types of audits, for example, financial statements
audits, income tax audits, "value for money" audits, environmental audits,
administrative audits, financial management audits, etc.

The accountancy profession has built up a significant amount of
expertise in performing financial statements audits.

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.

Special bodies of users, such as supervisory boards, employee
representatives, government agencies may sometimes need an in depth audit
report, which is usually confidential.

It should be stressed that auditors do not monitor, they offer an opinion,
and the audit process and audit procedures are complicated and manifold.
The auditor's opinion is gradually being built up from a mass of detailed
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work to the final judgement through the planning and testing stages. The
auditor normally starts with a study of the business environment the audited
company is working in and performs a preliminary analytical review.

Then he should direct his attention to the financial statements.
Interestingly enough, however, the auditor's attention is not directed towards
the financial statements' elements as such, but towards the correctness of
various assumptions made by the management for their preparation For
instance, the auditor needs to know if figures ate complete and accurate and
reflect what they should reflect, if income and expresses are recorded in the
proper periods and if the legal position is reflected adequately.

The auditor should focus on any misstatement whether it is intentional
or unintentional. The management is responsible for the reliability of
financial information. If the management is not prepared to take the respon-
sibility it may be hard to complete the audit. In such situations the auditor
should seek his own evidence by means of independent audit procedures.

Although the financial statements are the ultimate objectives of an audit,
normally such audits cannot be completed without a proper study and
evaluation of the accounting system and assessment of the internal
accounting controls.

Defining the audit strategy the auditor has to decide whether to rely on
internal controls or to resort to substantive testing applying analytical review
procedures, such as tests in totals, comparison with budgets or even
statistical analysis of figures.

In the planning stage as well as during the performance of audit
procedures and, finally, in forming conclusions, "materiality” and "audit
risk" are critical elements in the auditor's judgement. "Materiality™ refers to
the magnitude or nature of a misstatement (including an omission) of finan-
cial information.

"Audit risk" (including three different components — inherent risk,
control risk, detection risk) is the risk that an auditor may give an
inappropriate opinion on financial information that is materially misstated.

The natural finalization of the audit process is the auditor's report,
reflecting the auditor's opinion on the financial statement. Unfortunately,
audits do not always end up in an approval of the financial statements. Any
deviation from the unqualified opinion should be explained in the auditor's
report, including the uncertain' or the disagreement that caused the auditor to
qualify his opinion.

JIrnoumuena C.H., Kopenea B.H.
Kypc anr.ga3.118 GUHAHCUCTOB
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Ex 4. Find synonyms

1. examine a) credibility

Z | 2. financial statements b) various

% 3. to offer an opinion C) tested company

= 14, reliability d) exact figures
=0 | 5. manifold e) absolute figures
£ 2 16. audited company f) check
?} 7. complete figures g) to be responsible
5 « | 8. accurate figures h) balance
&o 9. record 1) size

~ | 10. to take the responsibility j) to make conclusion

@ | 11. evaluation k) estimation

© |12. magnitude ) independent

~ | 13. substantive m) register

Ex 5. Form word associations:

Model: Accounts Process

Financial «<— Audit — Risk

~

Income tax Report
Words: figures, opinion, risk, objective
Ex 6. Give derivatives:
accountant complete record
performance conclusion material
misstatement evaluation credibility
reliability certify insolvency

Ex 7. Answer the questions:

What is audit?

What are different types of audits now days?

What does the auditor’s opinion help establish?

How is an audit planned?

What do auditors normally start with?

What do auditors direct their attention when they analyses financial

statements?

7. Do auditors study and evaluate the accounting system and the
internal accounting control during the audit?

8. Do all audits end up in the approval of the financial statements?

Sk ownE
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Ex 8. Prepare short talks and discuss them.
1. International professional organizations of auditors
2. What bodies in Uzbekistan perform governmental auditing?

3. Career in auditing.

Text 2.

REPORT OF INDEPENDENT ACCOUNTANTS

Ex 1. As you read the text below try to match the words and combina-
tions in Column A to their Uzbek — Russian equivalents in Column B

Column A

1.appreciate

2.ascertain
3. estimate

4. cash flow

5.disclosure
6. assure
7.implication
8.conform
9.claim

10. management of entity
11. legal liability

12. fairness
13. evidence

[¥T ‘UET ‘42T ‘PTT ‘20T ‘W6 ‘08 ‘IL ‘B9 ‘IS MY ‘PE ‘Bz ‘YT :s1omsuy

14. independent
accountant

Ex 2. Match the words:

1. auditor a) basic

2. independent b) carry out 5
3. underlying c) planned ™
4. misleading d) substantive 5
5. perform e) honesty g
6. ascertain f) independent accountant &2
7. intentional g) determine -
8. fairness h) mistaken ”

Column B

a) yBepsATh o0ecIieYnBaTh, CTPaXOBaTh,
UIIOHTUPMOK, TABMHUHJIAMOK, Ka(oaTIaMOK

b) cornacoBbIBaTHCS; MyBO(DUK KHIMOK

C) ynpaBJIeHHuE OpraHu3aIueii; Myaccacanu
OoIIKapuII

d) mpaBoBasi OTBETCTBEHHOCTh, OTBETCTBEHHOCTD
nepe]1 3aKOHOM; KOHYH OJTUJIH/IA )KaBOOTapIIHK

) cMeTa, OlleHKa; 0axoJIall

f) yecTHOCTD, ClIpaBEIIMBOCTD; AHUKJTHK

g) ycTaHaBIMBAaTh; aHUKJIAMOK, OCITHIaMOK

h) orienrBaTh; 0aX0IaMOK

1) OTKpBITHE, PaCKpBITHE HH(DOPMAITUH;
aXOOpPOTHH OIIKOP KUJIMOK

j) OyxranTep, HMEIOIIHIA TPABO MPOBOANUTH
pPEBU3MI0; OanaHCIapHU TaQTUII KUJIHIILI
XYKyKHTa 3ra OYJraH sKcrnept Oyxraiarep

K) nBmKeHHE HAIMYHOCTH; HAKJY ITYJI XapaKaTH

|) BBIBOA; IIApT MIAPOMT, XyJI0Ca

M) TpeOOBaTh, MPEIBIBIATH IPETCH3HUIO; Taaa0
KHJIIMOK, TAHBO KHIJIMOK

N) A0CTOBEPHOCTh, OUYEBUIHOCTD, OCHOBAHHE;
acoc, Jausuiap
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Ex 3. Read and translate the text, pay attention to the sample of a
report of Independent accountants

The report of independent accountants or audit report, which describes
their opinion of the fairness of the financial statement presentations and the
evidence gathered to support that opinion An accountant may be licensed as
a Certified Public Accountant, or CPA. This designation is granted only on
completion of requirements specified by each stated. While other
accountants can offer various accounting services to the public, only a
licensed CPA can issue an audit report. In this role, accountants are known
as independent CPAs (or independent accountants) because they have
certain responsibilities that extend to the general public in addition to those
to the specific business that pays for the services. Independent CPAs,
although paid by their clients, are not employees of their clients.
Independence has important implications for the legal liability of CPA firms.

An audit involves an examination of the financial reports (prepared by
the management of the entity) to assure that they represent what they claim
and conform with generally accepted accounting principles (GAAP). In
performing an audit, the independent CPA examines the underlying
transactions, including the collection, classification, and assembly of the
financial data incorporated in the financial reports. To appreciate the
magnitude of these responsibilities, consider the enormous number of
transactions involving a major enterprise such as General Motors—billions
of dollars each year. However, the CPA does not examine each of these
transactions; rather, professional approaches are used to ascertain beyond
reasonable doubt that transactions were measured and reported properly.
There are many unintentional and intentional opportunities to prepare
misleading financial reports. The audit function performed by an in-
dependent CPA is the best protection available to the public. However, when
that protection fails, the independent CPA is often found liable for losses, in
curried by those who rely on the statements.

Sample:
Report of Independent Accountants

To the Stockholders and Board of Directors of Maxidrive Corp.

We have audited the accompanying balance sheet of Maxidrive Corp. as
of December 31, 19A, and the related statements of income, shareholders'
equity and cash flows for the period ended December 31,19A. These
financial statements are the responsibility of the Company's management.
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Our responsibility is to express an opinion on these financial statements
based on our audits.

We conducted our audits in accordance with generally accepted
auditing standards. Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether the financial state-
ments are free of material misstatement. An audit includes examining, on
a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well
as evaluating the overall financial statement presentation. We believe
that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present
fairly, in all material respects, the financial position of Maxidrive Corp.
at December 31, 19A, and the results of its operations and its cash flows
for the period ended December 31 19A, in conformity with generally
accepted accounting principles.

Smith and Walker, CPAs
Libby. Financial Accounting.

Ex 4. Define whether the statements below are true or false.

1. The report of independent accountants (audit report) describes the
auditors’ opinion of the fairness of the financial statement
presentations and the evidence gathered to support that opinion.

2. An audit is an examination of the newspaper reports to assure that
they represent what they claim and conform with generally
accepted accounting principles.

3. A primary function of the accountants in organizations is to pro-
vide data that are useful for internal managerial decision making.

4. Under market conditions the controlling function of the state will
loose its importance.

5. In some cases managers starts business operations without
licenses, avoid paying excise duties.

6. Results of audits reveal lots of breaches of the tax law and misuses
of public money.

7. Auditing has two functions: to reveal undesirable practices and
not to prevent their recurring in the future.

8. The most familiar type of auditing is the administrative audit, or
pre-audit.

N8}/ ‘019 ‘NG ‘I ‘NE ‘JZ ‘NT 1SIaMSUy
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. Answer the following questions:

What does audit report describe?

Who can issue an audit report?

Explain the meaning of Independent CPAs

In performing an audit what does Independent CPA examine?

Do you know unintentional an intentional opportunities to prepare
misleading reports?

. What do generally accepted auditing standards require?
. What opinion was expressed?

Ex 6.

Give situations when auditors

a) disclaim an opinion (oTka3aTbcs OT 1a4Yu ay/1.3aKITFOUCHIS )
b) express / offer unqualified opinion

(cmenath O€3yCIOBHOE 3aKITIOUCHMUS)

c) qualify the opinion

(IaTh 3aKJI0Y. C OTOBOPKAMMU)

Ex 7.

Demonstrate the meaning of the following word-combinations

on your own sentences:

©CoNoawdE

audit objective (ienp ayura)

audit planning (ru1anupoBaHue ayanuTa)

audit points

audit risk

audit extent / field (macmraGer peBu3un)

operational audit (ayaut Xx03siCTBEHHOM AEATEIBHOCTH )

tax audit (mpoBepka MpaBUILHOCTH HAYNCICHUS HATMYHOCTH)
accounts audit (ayaut c4eToB)

. legality audit (mpoBepka 3aKOHHOCTH)

10 financial audit

Ex 8.

Prepare a short talk on the following:

a) If you have a job with an auditing firm (or want to be an), what sort
of personal characteristics do you think are most important for
auditors? Compare them with the personal features necessary for
other financial professions.

b) If you have a job with an auditing firm, say how you are provided
with in formation about possibilities to upgrade professional skills
(courses being offered by different organizations). Is the information
accurate, timely, complete and relevant?

¢) How is the work of auditors monitored?

d) Consider different aspects of professional auditors’ activities.
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Text 3.

GOOD NEWS OUTWEIGHS BAD FOR BANKS

Ex 1. Read the following newspaper article and point out the main idea.
GOOD NEWS OUTWEIGHS BAD FOR BANKS

Turkey's credit card industry, one of the fastest-growing products for
the country's financial institutions, will remain an extremely lucrative
business for the foreseeable future.

The not so good news is that bank’s non-performing loans ratios on
outstanding card loans will get worse by the end of the year although
systemic risk is not on the horizon. These are the key findings of a report
by Merrill Lynch on Turkish banking that was released in July.

The report adds that generally "there has been an improvement in
underlying credit card usage as a result of banks' awareness". One of the
most important changes is that banks have become less aggressive in
promoting card use. Banks have reduced their approval rates to 25%
from levels as high as 70% late last year, according to Merrill Lynch.

The big worry is that the levels of bad debt will rise over the next
few months. The US bank calculates that the gross NPL ratio on
outstanding loans will rise to 8% by the end of the year from 6.9%.

One of the reasons for this deterioration in repayments is that the
interest charged on credit cards is relatively high at between 4.5% and
6.5%. Another issue is that last year many banks sold credit cards to
low-income earners in an attempt to boost their market share. "The lower
income segment of the credit card portfolio may well be in a debt trap,”
says Zekeriya Ozturk, author of the report.

But underlying all of this is the fact the card business is very
profitable even after provisions. "More persistent interest rates on card
lending seems to offset the rise in NPL ratios," says Ozturk.

The analyst adds that growth in credit card lending will slow
dramatically this year. "We expect 23% annual growth in total
outstanding credit card lending in lira terms. This presents a massive
slowdown compared with 110% in 2004 and 58% in 2003."

Sudip Roy
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Ex 2. Study words or word expressions and demonstrate the meaning in
sentences of your own:

lucrative — profitable

awareness — to be informed

deterioration — change for-the worse

offset — compensate

findings — received information

outstanding — unpaid

bad debt — debt will be hardly returned; or maturity of loan is
exceeded

8. boost — increase

Nogak~wNE

Ex 3. Write down 4-5 questions about the article.

Ex 4. Scan the available financial newspapers and comment on a
situation with credit card in Uzbekistan.
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UNIT 10
MARKETING

Texts: 1. Marketing
2. The Four Ps
3. Writing of Sales Letter

Text 1.
MARKETING

Ex 1. Find equivalent in your national language to the following words
and word-combinations

needs statistical analyses
preference draw conclusions
promotion purchasing decision
distribution alternative search
evaluation need recognition
demise postpurchase feelings
impact qualitative skills
pervasive

Ex 2. Read the text and define its constituent parts
MARKETING

Marketing is “the process of planning and executing the conception,
pricing, promotion and distribution of ideas and services to create changes
that satisfy individual and organizational objectives.” More simply put,
marketing is an approach to doing business that focuses on identifying the
customer’s needs and preferences. Using this information, a company can
shape the goods and services it provides, as well as the strategy it uses to
bring these goods and services to the public, based on satisfying the
customer.

Virtually all companies use some form of marketing techniques. Having
a market orientation, however, means that marketing must exits as more than
just a functional area within a company; it must be a pervasive concern
throughout the company. Customer needs and preferences are central to
marketing, and people perceive customer needs and preferences as ever
changing and potentially capricious, marketing winds up with a reputation
for being unscientific. This, however, is not the case.
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The practice of marketing requires a quantitative orientation.
Marketers rely on statistical analyses as a source of information in many
phases of the marketing process. Specifically, marketers use regression
analyses to glean information about the strength of customer preferences
and the power of marketing efforts in relation to the impact on sales.
Lastly, it is common for marketing managers to use statistical sampling
techniques to draw conclusions about an entire population of customers
based on information obtained from a small sample of those customers.

Marketing, as a practice, requires using both quantitative as well as
qualitative skills. A customer market has four key characteristics. In a
consumer market there are a large number of buyers and sellers, a wide
geographic distribution, small individual purchases, and a wide variety of
products to choose from.

Within a consumer market, many theories exist about how a given
customer makes a purchasing decision. One commonly accepted theory is
that the buying process consists of a series of five stages that a customer
goes through: need recognition, alternative search, alternative evaluation,
purchase decision, and post purchase feelings.

Marketing efforts can be focused on showing how a given product can
address these needs, making the product more attractive to the target
consumer.

One key criteria for determining the success and longevity of a product
is how well it sells. Secondly only to the actual features and benefits of the
product it self, the price of the product has the greatest influence on how it
will sell in the marketplace. What is always true is that, aside from the
features and quality of the product itself, price is the single most powerful
variable in determining the success or demise of a product.

Paul A.Argenti.
The Fast Forward MBA Pocket Reference

Ex 3. According the text answer the questions

Define marketing

What must marketing be thought the company
What are central to this discipline?

What is source of information in marketing?

What are key characteristics of a consumer market?
Explain all stages of busing process

Define the importance of price

NogabkowdE
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Ex 4. Write the term that best matches each numbered definition:
a) direct marketing
b) marketing mix
c) trademark
d) brand
e) advertising
f) commodity
g) product
h) mass marketing

68 ‘17 ‘P9 ‘aG ‘ey ‘Ug ‘gz ‘0T :SIaMSUY

1.

2.

~

Legally recognized right of a seller to the exclusive use of an identifying
symbol or brand.

This comprises the marketing tools and techniques a company uses to
achieve its goals relative to a specific target market audience.

This includes the mass production, distribution, and promotion of one
product for all buyers.

This is a marketing tool designed to elicit immediate action from the
consumer through direct customer contact.

Printed or broadcast message sent and paid for by an identified organization
to a target market via television, radio, newspaper, magazines, etc.

A name, term, symbol, or design that is intended to identify clearly and
differentiate a seller’s product from the products of his or her competitors

A highly standardized product or service like gold or corn.

A good or service a company makes in quantity to sell on the open market.

Ex 5. Critical Thinking. Define whether the statements below are
true or false.

11/ 49 16 ‘Ny ‘Ng ‘Jz ‘AT 1SIemSuy

1.

2.

Many leading firms see marketing as one of the most effective
weapons for competing in today’s business world.

Market segmentation cannot be done based on age, sex, race,
religion, geographic location, income, sexual preference,
profession ... .

When most people think of marketing — product, price, packaging,
promotion, and positioning — come to mind.

Consumer refers to any “individual or household that purchases or
acquires goods or services for personal use”.

A true test of a marketing professional is disability to understand
the consumer base and manage to satisfy consumer needs.

Price is not single most powerful variable in determining the
success of demise of a product

Profit margins calculate the percentage return a company is
earning over cost of production of the items sold.
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Ex 6. “Cluster” Project making. Read the text again and express its
main ideas by clusters.

(Compare your cluster with the same ones of your groupmates)

Ex 7. Talk to professional marketers to find out different aspects of
their activities.

Ex 8. Note examples from economic publications, newspapers, TV
programmes to illustrate problems of marketing some firms,
corporations are facing.

How do they resolve them?

Text 2.
THE FOUR PS

Ex 1. As you read the text below try to give English interpretation of the
following:

market research potential market

complex area achieve objectives

failure or success marketing mix

marketing target market

pricing options introduction to the market
average price testing of the product

Ex 2. Point out the main idea of the text and define its issues.

THE FOUR PS

Buying, selling, market research, transportation, storage, advertising —
these are all a part of the complex area of business known as marketing. In
simple terms, marketing means the movement of goods and services from
manufacturer to customer in order to satisfy the customer and to achieve the
company's objectives. Marketing can be divided into four main elements
that are popularly known as the four Ps: product, price, placement, and
promotion. Each one plays a vital role in the success or failure of the
marketing operation.

The product element of marketing refers to the good or service that a
company wants to sell. This often involves research and development
(R&D) of a new product, research of the potential market, testing of the
product to insure quality, and then introduction to the market.

A company next considers the price to charge for its product. There are
three pricing options the company may take: above, with, or below the
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prices that its competitors are charging. Companies price with the market
and sell their goods or services for average prices established by major
producers in the industry. The producers who establish these prices are
known as price leaders.

The third element of the marketing process — placement — involves
getting the product to the customer. This takes place through the channels of
distribution. A common channel of distribution is: manufacturer —
wholesaler — retailer — customer.

Wholesalers generally sell large quantities of a product to retailers, and
retailers usually sell smaller quantities to customers.

Finally, communication about the product takes place between a buyer
and a seller.

This communication between a buyer and a seller is known as
promotion. There are two major ways promotion occurs: through personal
selling, as in a department store; and through advertising, as in a newspaper
or a magazine.

The four elements of marketing — product, price placement, and
promotion — work together to develop a successful marketing operation that
satisfies customers and achieves the company's objectives.

The marketing strategies of determining product, price, placement, and
promotion are not planned in isolation. Marketing analysts often look at a
combination of these four factors. This combination of the four Ps is known
as the marketing mix. The elements of the marketing mix focus on the
consumer. In order to develop a successful marketing mix, researchers first
ask two important questions: Who is going to buy the product? What is the
potential to sell this product?

The group of customers or consumers who will probably buy the
product is known as the target market. The company directs its marketing
efforts toward this group of potential customers who form the target market.
Once market researchers have determined the target market they wish to
appeal to, the company can develop an appropriate mix of product, price,
placement, and promotion.

A successful marketing mix depends on the knowledge about
consumers and their buying habits gained through market research as well as
correct identification of the target market. Strategies of product, price,
placement, and promotion are blended in order to reach a chosen group of
consumers.

O./1.®eneroBa
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Ex 3. Various problems that might occur in the marketing process
are listed below. Determine to which of the four Ps each problem is
most closely related. Mark the appropriate category of product,
price, placement, or promotion with an X.

Product Price Placement Promotion

1. The advertising gives false
information
2. The product is dangerous.

3. The product is not available
in enough stores

4. The product is too
expensive.

5. A salesclerk is rude to
customers.

6. The product is sold during
the wrong season.

7. The product is of poor
quality.

8. The advertising is offensive.

9. The price of a product
increases faster than the rate
of inflation.

10. The product is not
available in your favourite
stores.

11. Additional problems: ...
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Ex 4. Look at the terms in the left-hand column and find the correct
synonyms or definitions in the right-hand column. Copy the
corresponding letters in the blanks.

1) insure a) choice

2) retailer b) set as a price

3) price with the market ¢) one who sells in small amounts to
customer

4) option d) please

5) competitor e) guarantee

6) personal f) the path goods take when moving
from manufacturer to customer

7) objective g) private, relating to an individual

8) satisfy h) accomplish

9) take place 1) to charge an average price

10) channel of distribution j) occur

11) charge k) rival, opponent

12) achieve 1) goal

Ex 5. The company attempts to match consumer needs or mold
consumer desires to the product being offered. For example, if the
target market is “middle — class teenagers” the marketing mix might
consists of the following:

Product: blue jeans Price: with the market
Placement: department store Promotion: advertisements
on a “pop music” radio station.

What market mix will you use for the following goods: snickers; teflon —
pans, “akfa” framls and doors.

Ex 6. Fill in the blanks with the most appropriate terms from the
box:

vital insure packaging retailer prices placement charge
wholesaler price leader take place channel of distribution.

The most common Is manufacturer — wholesaler —
— consumer. Distributions can, however, through
slightly modified channels. For example, products are sometimes sold
directly by the or the manufacturer, rather than by the retailer.
Generally, wholesalers lower than retailers and sell
in larger quantities. Together, these channels of distribution play a
role in the element of marketing. influences the
desire of a customer to buy.
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Ex 7. Give extensive answers to these discussion questions:
1. Who is usually the price leader in business?
How can a company became a price leader? What should they do
for this?
How should one start a promotional campaign?
Why is it dangerous to produce price sensitive goods?
Why is it important to have competitors in business?
What should a company do to leave the competitors behind?
What knowledge must one have to be goods at marketing?

N
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Ex 8. Scan the available newspapers. Comment on the marketing
problems in Uzbekistan? Russia.

Test 3.
WRITING OF SALES LETTERS

Ex 1. Read the text and point out its key information. Make up a list of
economic terms to it.

Even in your daily life you will find good use for selling techniques.
From time to time, all of us are called on to sell something. If we are
employed in selling goods and services, our sales efforts will, of course, be
frequent. In other areas of business, our sales efforts may consist only of
selling such intangibles as an idea, our own competence, or the goodwill of
the firm. In all such cases, we use selling techniques. Those sales writing
and selling techniques are more valuable to you than you might think.

Before you can begin writing, you must know about the product or
service you are selling. You simply cannot sell most goods and services
unless you know them and Lin tell the prospects what they need to know.
Before prospects buy a product, they may want to know how it is made,
how it works, what it will do, and what it will not Jo Clearly, a first step in
sales writing is careful study of your product or service.

In addition, you should know your readers. In particular, you should
know about their needs for the product or service. Anything else you know
about them can help— hen economic status, age, nationality, education, and
culture. The more you know about your readers, the better you will be able
to adapt your sales message.

In large businesses, a marketing research department or agency typically
gathers information about prospective customers. If you do not have such
help, you will need to gather this information on your own. If time does not
permit you to do the necessary research, you may have to follow your best
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logic. For example, the nature of a product can tell you something about its
likely buyers. Industrial equipment would probably be bought by people
with technical backgrounds. Expensive French perfumes and cosmetics
would probably be bought by people in high-income brackets. Burial
insurance would appeal to older members of the lower economic strata. If
you purchasing a mailing list, you usually receive basic demographics such
as age, sex, Race education, income, and marital status of those on the list.
Sometimes you know more—interests, spending range, consumption
patterns, and such.

Financial Accounting
Libby

Ex 2. Demonstrate the meaning of the following words and expressions
in sentences of your own:

1. selling techniques 7. spending range

2. intangibles 8. consumption pattern
3. careful study 9. prospective customers
4. marketing research department 10. sales message

5. technical background 11. economic status

6. marital status 12. activity

Ex 3. Translate this passage and express your opinion on this situation.

The neophyte sales writer’s first sales letter had failed miserably. In
discussing the matter with the advertising manager, the neophyte offered this
explanation: “I think I have demonstrated that you can lead a horse to water,
but you cannot make it drink”. “That’s not an appropriate explanation”, the
advertising manager replied.

“Your primary goal is not to make your readers drink. It is to make
them thirsty”.

Ex 4. Most direct mail efforts consist of more than just a letter. Such
efforts include a coordinated group of pieces — brochures, leaflets,
booklets and so on.

Discuss the relationship between the sales letter and its
accompanying printed brochures, leaflets, and the like.
If you can, bring such sales letters and brochures and compare them.
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