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Beryn

Metoanuni BkasiBkyu npuseaueHi aus crygeatis II-1II kypciB da-
KYJIbTETY eKOHOMIKH i MEeHEeAXMEHTY AeHHOI Ta 3a04H0l GOpM HaBUAHHA,
crueniansricTs 6.050100 “O6aix i aygur”.

TemaTuka, IEKCUYHUHE MiHIMYM, CHCTEMA IPOOJIEMHMAX Ta TBOPYHX
3aBIaHb CIPAMOBAHL HA PO3BUTOK IPAKTUYHUX HABUYOK Y pobOTi 3 Texc-
TaMH 3a crnenianpHicTIo “O0aik i ayguT”.

Mera gaEux METOIUUYHHAX BKa3iBOK — JONOMOITH CTYAEHTAM B OlIa-
HYBaHHI aHIIIACHKO0I MOBHM Ha MaTepiaii opHriHaJbHHX TEeKCTiB paxosol
TEeMaTHAKH.

' MeTtoauuHi BKaSiBKHU CKJIAZAIOTBCA 3 CEMH DO3AiNiB, 110 MicTATH
TEKCTH . TAa 3aBAAHHSA, AKi CHPHUSIOTE HOAZAJLIIOMY PO3BHTKOBI OIIaHOBA-
HUX MOBHHX HAaBMYOK JIJA 33aJ0BOJIEHHA NPAKTHYHHX Ta npodecifiHmx
noTpeb B cdepi 00airy i ayauTy.

Cucrema 3aBranb 6a3yeThes HA (haxoBiil JEKCHIL, CIPAMOBAaHA HA ITOJIer-
LIIeHHA 3aCBOEHHA NOZAHOIO TEMATHYHOI'O Ta MOBHOI'O MaTepiasly Ta MiCTHTb
Pz npobJIeMHIX 3aBAaHbD, 110 PO3BUBAIOTH TBOPYE MUCJIEHHS CTYAEHTIB.

Jlani MeTOIUYHI BKa3iBKH € JOZATKOBMM CIIOHYKAJILHUM MOTHBOM [0
YIOCKOHAJIEHHS HaBHYOK YCHOrO Ta IMMCEMHOTO MOBJIEHHA B Ipodeciliniit
cdepi Ta HAZAIOTH AOLIOMOTY CTYJEHTaM B OBOJIOAIHHI (haX0BOIO IEKCUKOIO.



Unit 1
Assets and Liabilities

assets — aKTHBH, aByapH

liability — macus, Goprose 30608’ 13aHHs
determine — BE3Ha9aTH, BApILIYBaTH
debt — 6opr

bad debt - 6eananiiinuii Gopr

balance sheet — Gyxramrepcskuit Gananc
equity — 3Bu9aini akuii

mortgage — 3aKiiaji, inoTexa 3aKianHa
inventory — nepeoGik TOBapy iHBEHTapH3aNlis
existence — HagBHICTD

obligation — 30608’ a3aHH

{ax — noaaTox

cancel out — ckacoByBaTH

Read and translate the following text with the help of a dictionary and do the
tasks which follow.
Assets and Liabilities

Assets. and Liabilities are terms used in economics and accounting. Assets
represent property or rights to property and liabilities are debts owed to others. Assets
and liabilities together determine the wealth of an individual, a firm, or a nation.

. An entity's wealth is measured as of a specified date and is often listed on a
balance sheet, with assets on one side and liabilities and owner's equity on the other.
However, individuals, firms, and nations have somewhat different assets and
liabilities.

An individual's assets might include cash, bank deposits, stocks, rights to
future pension payments, and a house and its contents. An individual's liabilities
might include, for example, a home mortgage, debt incurred on a car or other
personal possessions, or other financial commitments, such as income tax liabilities.

The composition of assets and liabilities for a firm would be different. Included
among a firm's assets might be its plant and machinery, its inventories of raw
materials or goods in the process of production, or finished goods not yet delivered to
customers. A firm's assets should include receivables—debts owed to the firm,
perhaps for goods delivered but not yet paid for—and income from any financial
assets the firm might have, such as stocks or bonds. Firms will also usually be more
valuable than the sum of their assets because they expect to earn income as a result of
the existence of the firm as a going concern, a unit producing goods or services for
customers. This is commonly defined as goodwill. On the liability side of the balance
sheet, the firm will have its financial obligations—debts owed to suppliers or other
obligations, such as outstanding tax liability. If the firm has borrowed money from a
bank or issued bonds to raise money, these obligations would be listed as liabilities as
well. .



A nation has still another set of assets and liabilities. A national balance sheet
will not simply be the sum of the balance sheets of individuals and firms. A nation's
assets also include national capital, such as public buildings (including public
libraries, royal palaces, and government offices); publicly owned parts of the
transportation infrastructure; or certain natural assets, such as raw material deposits,
or national forests. These items may not be included on the balance sheet of any other
entity. It is also arguable that since the most important asset of a nation is its labor
force, it should be included on the balance sheet in some way. Obligations and
liabilities between firms and individuals in the same country will cancel out—one
person's liability to pay is another person's asset. But a nation may own assets
(physical or financial) overseas, and foreigners may own capital (physical or
financial) within a nation. The accounting of a nation's wealth, therefore, should take
account of net liabilities to the citizens, firms, and governments of other countries.

Activity 1. Check your understanding.

Task L Put questions to the text “Assets and Liabilities” and answer them.
\\

TaskIl.  Explain the meaning of the following terms:

asset _ mortgage balance sheet debt

liability tax liability national capital

Activity 2. Read the text carefully and answer the following questions:
— What is meant by current liabilities?
— Ifyou subtract current liabilities from current assets, what is left?
- Why should working capital be kept to a minimum?
— What happens if business activity levels off?

Working capital
1. Working capital represents funds tied up in the month-by-month operations of the
business and as such is thé life-line of any firm. An otherwise successful business
may be destroyed by a shortage of working capital, which is the most common
cause of company failure. Further sales will not be able to save a company that is
unable to finance the acquisition or manufacture of the sales themselves.

Working capital = current assets = current liabilities

o Current assets are repnsented by
1. Cash.
2. Assets that can be quickly converted into cash, i.e.,
- Part-finished goods.
- Finished goods (stocks).
- Debts, etc.



e Current liabilities are those that have to be met in the short term, i.e.,
- Trade creditors.
- Wages and salaries.
- Other expenses.

It is therefore a necessary budgetary exercise to calculate the amount of working
capital that will be tied up during the time-cycle of operations, that is, from the time
that the first payments have to be made for materials and wages to the time that cash
begins to flow in from customers. Factors to be taken into account include such
matters as the level of raw materials and finished goods, stock in hand, and the terms
of credit taken from and given to suppliers and customers.

2. As capital represents a cost in the form of interest or dividends, efforts should be
taken to keep working capital to the minimum consistent with good practice. A
number of measures may be adopted to achieve this end, e.g,,

1. A fast production cycle to minimize work in progress.

2. Reduction of stock to optimum levels based on both availability and
confidence in the supplier's lead times.

3. Minimum credit given and maximum credit taken.

When a new product is commenced, the working capital requirements increase
as the work gets under way and the quantity of work in progress, stock, and debts in
the pipeline increases. The peak of working capital requirement may not be reached
for several months of operations, and then, if the level of activity starts to level off, so
also will the demand for working capital.

3. EXAMPLE OF A WORKING CAPITAL BUDGET

Data
Monthly sales 10 000
Credit given 2 months
Monthly purchase of materials 4000
Credit obtained thereon 1.5 months
Stock of materials 1 month
Finished goods--production cost 8 000 per month
Stock of finished goods 1 month's supply
Overheads (1.25 months' credit given) 2 000 per month
Calculation
Debtors 10000 x 2 20 000
Stocks: Raw materials 4000x1 4000
Finished goods 8000x1 8 000
32000

Less: Credit received from suppliers of raw materials
4000x1 4000

Other creditors 2000x1.25 2500
. 6 500
Estimated working capital required 23000



Task L. Say whether the following statements are true or not:
— Adequate supply of working capital is vitally important.
~ A company which cannot finance its current sales can save itself by increasing
them.
— Working capital requirements increase as work on a new product develops
- Increase of stock in hand reduces the need for working capital.

TaskIl.  Explain in your own words the meaning of the following:
— paragraph 1, line 2: life-line
19: time-cycle
- paragraph 2, line 5: production cycle
6: optimum levels
7: lead times
11: pipeline peak of ..
12: requirement

Activity 3.
Types of Assets

Taskl.  Match these accounting terms with the definitions below, and then
use five of them to label the drawings:

current or circulating or floating assets
fixed or capital or permanent assets
intangible assets

liquid or available assets

net assets

net current assets or working capital
wasting assets

L. cowmmms are anything that can quickly be turned into cash.

D e are the excess of current assets (such as cash, inventories, debtors)
over current liabilities (creditors, overdrafts, etc.).

T are those which are gradually exhausted (used up) in production and
cannot be replaced.

A weauien are those which will be consumed or turned into cash in the ordinary
course of business.

£ —— are those whose value can only be quantified or turned into cash with
difficulty, such as goodwill, patents, copyrights and trade marks.

6. ... . or shareholders' equity, on a business's balance sheet, is assets minus
habxlmes (which is generally equal to fixed assets plus the difference between
current assets and current liabilities).

7 AR such as land, buildings and machines, cannot be sold or turned into
cash, as they are required for making and selling the firm's products.



Now label each picture with the appropriate term:

Valuable reputation
The Brighton-based
independent ELT'
publisher LTP seems
1o go from strength to
strength  ,  based
largely on its
reputation - for
innovation — a quality
its  entreprencurial
founders work hard
to protect.

11.
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