JJISI CTY/I€HTIiB eKOHOMIYHMX CleliaJbHOCTeN

072 - ®inancu, 6aHKIBChKA CNIPaBa Ta CTPAXyBaHHA

OOroBOpeHo 1 PeKOMEHI0BAHO
Ha 3acifiaHHl Kapeapu 1HO3eMHUX MOB




OO6mik 1 onogatkyBanHs, 072 - ®diHaHCcH, OaHKIBChKA cIpaBa Ta cTpaxyBaHHs, 076 -
[lixnprueMHUIITBO, TopnBJm Ta OipxkoBa nisuibHICTHY / Ykiamaui: FOcyxno C.I.,

Ykiaagaui:

po(eCIHOTO CIIPSIMYBaHHS,
KaHJIUJAT NeJaroriyHux HayK, JTOIEHT

Penensenr: [lepminoBa B.A., KaHauAaT TMEAaroriyHUX Hayk,
JOTICHT Ka(bez[pn 1H03€MHI/IX MOB Hpoq)ecmHoro
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BCTYI

MpPaKTUYHUX 3aHATh Ta CaMOCTIHHOT POOOTH i CTYACHTIB EKOHOMIYHUX

cueriansHOCTe: 071 - OOk 1 omogaTkyBanHs, 072 - diHaHcH, OaHKIBChKA CIpaBa

cupsmyBanHs (KuiB, 2005 p.) Ta mpu3HaueH1 AJiA CTyIEHTIB HEMOBHHX BY3iB, fKi
IPOJOBXKYIOTh BUBUYECHHS aHIJINCHKOI MOBU Ha 0a3l 3HaHb, OTPUMAHUX B CEpEAHIM

IHIMUX HANpSMIB MIATOTOBKHM, a TaK0X BCIMU, XTO Mpaioe y chepl eKOHOMIKH,
0i3HeCy, MCHEDKMEHTY Ta 30BHINTHLOCKOHOMIYHOI JiSTTHHOCTI.

O013BHCCOM a00 OYTH IIOB A3aHUM 3 HUM B XO/1 IIPO(Q] €CIMHO1 J1IJIbHOCTI.

Metoanyni Bka3isku ENGLISH FOR STARTI-UP PROJECTS Bxirouaroth

Pozain 1. Sk BHano posnoydaty BiacHy crnpaBy. CamoaHasi3 Ta TECTyBaHHS

JUIS BU3HAYEHHS CBOIX IUIOBUX 3110HOCTEN.

O13HECY
Po3znin 4. Bubip ropuanyHo-BU3HAHOT OpPTraHi3alliiHOl CTPYKTYpH Oi13HECY
Pozain 7 PoscynnuBe ¢diHaHCOBE yNpaBIiHHA Ta MPaBUIa KOPUCTYBAHHS
MO3UKaMu
Poznin 10 Cxnananns OrmKeTy GpipmMu

Po3zmin 11. CrpaxyBaHHSI PU3HKIB MAJIOro O13HEC

a TMO0YaTKy KOXHOTO pO3JAUTy y TEepIIuX JABOX BIpaBaX CTYyJIEHTaM
MPOTIOHYIOThCA JIEKCUYHI OJMHUII, SIKI € 0a30BUMM HJis CIUIKYBAaHHS B MeXax



TpaHCcKpumuiero. JIpyra BopaBa MICTUTh CJIOBa Ta CJIOBOCIHOJYYEHHS,
NEPEKIaJIeH] Ha POCIHChKY Ta YKPaiHChKY MOBH, 1110 3HAYHO MOJIETUIYE iX PO3YMIHHs

HAmpaBJIeHI HA PO3BUTOK BMIHb UYWTaHHS MPOQECIHO CHIPSMOBAHOI JITEpaTypH.

ITicag TEKCTIB CTyAEHTaM JUIsl BiAIOBIAI MPONOHYIOTHCS IMUTAHHA, IT1J Yac BiAIOBIII

aKTyaJIbHUX MPOOJIEM.
[liciis ynTaHHS TEKCTIB Ta BIAIMOBIAEH HA HMUATAHHSA CTYACHTAM IIPOIOHYETHCSA

npoeCcimHNX JIEKCUYHUX HaBUYOK. [Ipy BHKOHAHHI JIEKCMYHUX BIIPAB CTYJIECHTHU
aHATI3yIOTh OyIOBY CJiB, 3HAXOAATh €KBIBAJCHTH HAJAaHUX JICKCHYHUX OJWHHIID YU

3aKIroyHa CEKIId KOXHOTO pO3JUTY MICTUTh MNUTAHHS, BIAMOBIAI HA SIKI
NEePEBIPAIOTH PiBEHb CPOPMOBAHOCTI TPAMATUYHUX Ta JEKCUYHUX HABHUOK, a TAKOX

KommekcHa CTpykTypa METONWYHUX BKa3iBOK 3a0e3neuye e(eKTHBHE

(bOpMYBaHHH Ta BAOCKOHAJICHHA HaBHUYOK BI/IKOpPICTaHHSI HpO(l)CClI/IHO Op1€HTOBaH01

Hes3paxxaroun Ha TC, 10 Sal'IpOl'IOHOBaHl TCKCTHU B HlJ'IOMy Ja0Thb 1H(1)OpMaI_IIIO
IIpo BGJICHHSI 613Hecy B AMepI/H_Il X MOXYTb BI/IKOpI/ICTOBy'BaTI/I SAK JIOBI,ZIHI/IKOBI/II/I

AOAATKOBUM JZKCPCIIOM JIJIT OCBOECHHA CHCIIIEU'IBHOCTI.



- TEN GOLDEN RULES FOR SUCCESS IN BUSINESS -

1. Be Positive
e You have only one chance to produce a first impression
e Smile, look people in the eye, be attentive
2. Be Thoughtful
e Remember names and faces
e Don't be shy
e Ask for clarification
3. Be a Good Team Player
e Learn how you can work as part of the team
e Make new colleagues feel welcome
4. Be Interested
e Whenever you meet someone, try to find a common interest

employee"

5. Be Organized

e Control your time and plan for changes

e Make appointments and set agendas

6. Be Punctual

e Leave early to be sure you're not late

e Call to reschedule

e Apologize if you are late and accept apologies from other people

7. Be Prepared

e When you meet a client or make a presentation, be prepared to state the
problem

e Give a plan, and support the plan with details

8. Be Polite

¢ |dentify yourself on the phone, speak slowly and clearly

e Return your phone calls

e EXpress appreciation

9. Be Patient

¢ Never forget to use the words "please” and "thank you"

e Compliment good work

e Provide clear, complete instructions , point out errors politely

10.Be Loyal

o people like you to be interested in them as a person - not just as a company



e Make your boss look good
UNIT 1

Checklist for Going into Business

following words.

b_—% s paes"'] -

determine [dl'ta min] achIre [a kwaia]

techniques [tek'nik] statistician [stastistf{z)n]

“l_—[ ko o oro

discipline ['dlSipIm] revenue ['revmju.]
particular [pa'tikjula] doubt [daut]

T gy e
entreprenetr [ ontraprana] T

Ex. 2. The words and word-combinations below may help you to

English Ukrainian

pltfaII(S) pr,Z[HOIJ.Il TTOMMJTKH

to sacrifice KEepPTBYBaTH

dedlcatlon BiIJAHICTh

venture MIITPUEMCTBO (CIIpaBa)
entrepreneur MIAIPUEMELH
paramount MIEPLIOPSITHUN

pertinent BIAIIOBIIHUI, HAJIEKHUI
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Owning a business is a dream of many Americans. Starting that business
convert your dream into reality. But, there is a gap between your dream and reality

The “Checklist for Going Into business” is a guide to help you prepare a
comprehensive business plan and determine if your idea is feasible, to identify

Operating a successful small business will depend on:

e 3 iractical ilan with a solid foundationl'

e technical skills;
e Dasic knowledge of management, finance, record keeping and market

IS to be successful.
A Self Analysis

Try to be objective. Remember, it is your future that is at stake.

-_——-
1. Are you a leader?

2. Do you like to make your own decisions?

SaD0.others.un.to.yoifor help. i, maling, e SIONS? e

5. Do you have will power and self discipline?
6. Do you plan ahead?

. Do you get along well with others®

Personal Skills and Experience

you will need to hire personnel to supply those you lack.



S
those you lack (your strength and weaknesses).

2. Do you possess those skills?
3. When hiring personnel, will you be able to determine if the applicant skills meet

5. Have you ever worked in a business similar to the one you want to start?
6. Have iou had ani business trainini in school?
e willing to delay your plans until you've acquired the necessary skills®
Market Analysis

have to be a trained statistician to analyze the market place nor does the analysis have
to be costly.

the greater your chances of capturing a segment of the market. Know the market
before investing your time and money in any business venture.

A large number of small businesses fail each year. There are a number of reasons
for these failures, but one of the main reasons is insufficient funds. Too many

three questions:
1. How much money do you have?

After Start-Up

The primary source of revenue in your business will be from sales but your
!0 || is |mpor|an| Io !elermlne |' your mon'!ly sa|es WIH pro!uce enoug! income |o
pay each month’s bills.




In starting a new business. A comprehensive business plan will be your guide to
managing a successful business. The business plan is paramount to your success. It

any statements that cannot be supported.
Owning and running a business is a continuous learning process. Research your

Good Luck!

1. Form as many derivatives as you can from the following:

2. Compare the words PERSONAL and PERSONNEL and explain the difference.
3. Translate the following sentence from the text paying attention to the emphatic

4. Guess the meaning of the idiomatic expressions:
to face a dilemma —

His life is at stake.

Answer the following questions:

1. Why is the “Checklist for Going into Business” of great importance?
!. !OW can you analyze ||!e mar!el.l

4. What is one of the main reasons for failures of small business?

y do you think owning and running a business Is a continuous learning
process?
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CHOOSING A LINE OF BUSINESS AND A RETAIL LOCATION

following words.

entire [in'taia] purchase ['patias]

FSUCCESST S o) 's s I FACEesSBIE ™ ks o b S
objective [ab'd3ekin] automobile ['atamaubil]
enough [I'af] furniture ['fa:nitfa]

AomOAPRIE M == M Pl -
major ['meidsa] jewelry ['dzu:aln]
convenience [kan Wi njans] exhaust [lg'za sf]

Ex. 2. The words and word-combinations below may help you to

e

English Ukrainian

retail PO3apiOHMIA
-——

insure 3a0e3nevyyBaTu

to tend MaTH TEHICHI[IIO

D
awning HABIC, TEHT
to coincide 30iraTucs, BIAIOBIgaTH

doan  nosuka, mosuuka
Sy wmew
R
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Summary
The choice of a store Iocatlon has a profound effect on the entire business I|fe

The first step in choosing a retail business location takes place in your head.
Before you do anything else deflne your type of business in the broadest terms and

about the demographics (‘people information’ like age, income, family size, etc.) of
the populatlon about the kind of competltlon they’ll be facing, and about traffic

Once you’ve spotted a tentative location using these factors, however, you’ve
only done half the job. Before you make a commitment to movmg in and setting up,

Types of Consumer Goods

‘ i ‘ ii - ‘ - - ‘ Py . il I

convenience, shopping, and specialty goods.
Convenience goods usually mean Iow unit price, purchased frequently, little selling

For stores handling convenience goods, the quantity of traffic is most
important. Convenience goods are often purchased on impulse in easily accessible

intensive selling effort usually required on the part of the store owner, price and
features compared and sold in selectively franchlsed outlets Examples: men’s suits,

the items in several stores by travelling only a minimum distance. If you offer
shopping goods, however, you should not locate too far away from your potential

consideration, bought infrequently, requires a special effort on the part of the
customer to make the purchase, no substitutes considered, and sold unexclusively




S
who are already ‘sold’ on the product brand, or both. Stores catering to this type of
consumer may use isolated locations because they generate their own consumer

Other Considerations
A host of other con3|derat|ons have varying |mportance in choosmg a retail

1. How much retail, offlce and storage or workroom space do you need?

4. Will your advertising expenses be much higher if you choose a relatively
remote location

7. s there adequate fire and police protection?
8. Will sanitation or utility supply be a problem?

10.Are customers’ restroom facilities available?
11.1s the store easily accessible?

14 Do you plan to provide pick up or delivery?
15.1s the trade area heavily dependent on seasonal business?

18 Is the population density of the area sufficient?

not be done in haste. If you haven’t found a suitable location, don’t plan to open until
you’re sure you’ve got what you want. Put your plans on hold, don’t just settle for a

business in a poor location.



S
Summary

biggest mistakes that you can make is to be in a hurry to get into business. If you
shortcut your evaluation of a potential business, you might neglect to consider other

as in all industries, some are not. Also, some franchises could be poorly managed and
financially weak.

trademark, service mark, trade name, or advertising symbol and an individual or

iroui seekini the riiht to use that identification in a business. In the similest form| a
1S 1S own as proauc adC name 1ranc 1smg .

Personal Assessment

are willing to sacrifice to achieve your goals. Be honest, rigorous, and specific. Ask
yourself:

e By experience?
By education?

e Financially”
Ask yourself about the effects of this decision on your family. How will this new

S your o Bgiing s s s e o oo
ensure easy success. However, an informed commitment of time, energy, and money
by you and your family can lead to an exciting and profitable venture.



Do not confuse the words:

o Wi

quality [kwalt] SKICTh

and explain the change in their spelling.
e Using the text give English equivalents to the following: siooysamucs,

Ex. 5. Discussion section.

2 Why do you think selection of a retail location should not be done in haste?
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HOW TO BUY OR SELL A BUSINESS

procedure [pra'sidza) financial [far'nzzni(3)l]

0 1 S -
WI[ inta(:)’ mldjan]_ [Iala biliti]

source [so:s] ratio ['relllau]

anonymous [E'nanimas] lease
__-__

Ex. 2. The words and word combinations below may help you to

English Ukrainian

intermediary MOCEPETHUK

accounts payable KPEIUTOPChKa
3a00prOBaHICTh

-#__m—

3amacu
accrue ‘Hakomuuenwdt
liabilities 3a00prOBaHICTh

TISUTBHICTD
ratio CITIBBIHOIIICHHS, TOKAa3HUK

transaction yrouaa
evaluation OIliHKA



pledge BiJITaBaTH I1i]] 3aCTaBY

EPA — [Environmental Protection Agency] YnpasiiHHS 3 0XOpOHH HaBKOJIHITHHOTO

The decision to buy or sell a business requires careful consideration of the
many factors involved. If you are a seller, these factors include preparing your

This Aid presents an outline to buying and selling factors as well as the
necessary procedures for structuring transactions, negotiations and settlements.

The first step is to find a business to buy or find a buyer for the business.

sale. Many ads are placed by intermediaries (business brokers or merger and
acquisition specialists), but some are placed directly by business owners The larger

Business opportunity ads, whether for small or large businesses, usually
descrlbe the business in several short phrases keeping its identity anonymous, and

include a qualifying statement describing the kind of cash investment or experience
required. A telephone number in the ad WI|| draw more responses than a post office




between these two groups are subtle, but in general, business brokers primarily
handle the smaller businesses, and merger and acquisition specialists handle the

Business brokers charge a fee usually amounting to 10% of the purchase price.
Merger and acquisition specialists also charge fees, although often the fee is well

fee or an hourly fee. In exchange, the intermediary performs some tangible service

such as ireiarini a iresentation iackaie for irosiective buiers and a valuation
0 pay the intermediary's fee.

An experienced intermediary can offer assistance in (1) pricing the business, (2)

and evaluating offers, (7) making certain that proper legal steps are taken. The result
can be a considerable saving of the business owner’s or business buyer’s time and

O

The first step a buyer must take in evaluating a business for sale is that of

events have occurred to shape its current form. A buyer should understand the
business’s methods of acquiring and serving its customers and how the functions of

The business’s financial statements, operating documents, and practices should
be reviewed. A summary of the items to be reviewed follows.

Accounts Receivable

1. Obtain an accounts receivable aiini schedule and determine if there is concentration

3. Find out if any amounts are in dispute.



6. Review the business’s credit policy.

goods, work in progress and raw materials.

2. Assess the method of valuation and whi it was used.

5. Is the amount of inventory sufficient to operate efficiently and for how long?
6. Should an aiiraisal be obtained?

arketable Securities
1. Obtain a list of marketable securities.

. 5
i. ire any securities restrlcte! or DL!QG! I

5. Should the portfolio be sold or exchanged?

1. Obtain a schedule of real estate owned.
2. Determlne the condltlon and age of the real estate

5. Are repairs or improvements required?
6. Are malntenance costs reasonable’?

. Is the real estate required to operate the business efficiently?
9. How is the real estate financed?

12. Is the real estate adequately insured?

2. Determine the condition and age of the machinery and equipment and the
frequency of maintenance.
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5. ldentify the machinery and equipment that is used in compliance with EPA or
OSHA standards and determine if additional equipment and machinery is needed

7. Will immediate repairs be required and at what cost?

among a few accounts.
2. Determine the age of the amounts due.

. Determine the accounting treatment of:
e unpaid wages at the end of the period

o payroll taxes due and payable
e accrued federal income taxes

Notes Payable and Mortgages Payable

3. Determine terms and payment schedule.

4. Will the aciuisition accelerate the note or mortiaie or is there a ireiaiment

dates due.

6. Are the notes or mortiaies assumable?

The potential earning power of the business should be analyzed by reviewing
profit and loss statements for the past 3 to 5 years. It is important to substantiate




owner’s salary and fringe benefits, non-cash expenses, and non-recurring expenses
should also be calculated.

Financial Ratios
While analyzing the balance sheet and the income statement, sales and

Leases

of the tenant?
. Is there a percent of sales clause?

5. Is the tenant or landlord responsible for maintaining the roof and the heating and
air conditioning system?

7. Is there a demolition clause?
8. Under what terms and conditions will the landlord permit an assumption or

Personnel
1. What are the job respon3|b|I|t|es rates of pay, and benefits of each employee?

under an employment contract?
4. Will key employees stay after the business is purchased?

2 Describe any new upcoming products and projected sales.
3. What is the business's geographic market area?

6. What are the business's annual marketing expenditures?
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obtained, noting the period of time remaining before each expires.

2. What OSHA and EPA requirements must be met and are they currently being
met?

5. Review the articles of incorporation, minute books, bylaws, and/or partnership
agreements.

. Is the business a franchise? If so, review the franchise agreement.

omietltors
at is their market share?
3. What are each competitor's competitive advantages and disadvantages?

carefully scrutinized and weighed. Some factors will have a positive influence on the
deC|S|on to buy Others W||| have a negatlve mfluence Seek out professmnal
In most instances, all of the business records should be made available to the buyer.
In some cases however certam mformatlon may be withheld until a bona fide offer,

transaction work diminishes.

purchased. The vast majority of businesses (and particularly the smaller businesses)
are purchased with a S|gn|f|cant portion of the purchase price financed by the owner.

If the funds needed for the down payment are not readily available, the buyer
must look for financing from an outside source. To grant such financing, an



O
rare indeed to be granted a loan to purchase a smaller, privately-held business when
the loan is secured only by the assets of the business.

personal collateral it must also be demonstrated to the lender that the buyer is of
good character, has a clear source of repayment, and has a good business plan. The

PRICING THE BUSINESS

share the same perspective. Each has a distinct rationale, and that rationale may be
based on logic or emotion.

buyer may also see the business as an especially good lifestyle fit. These factors are
likely to increase the amount of money a buyer is willing to pay for a business. The
!eat! or |Hness o' t!e owner or a mem!er o' t!e owner‘s l(amlly.

For the transaction to come to conclusion, both parties must be satisfied with

The topic of business evaluation is so complex that any explanation short of an
entire book does not do it justice. The process takes into account many, many

Negotiation
The art of negotlatlon plays an |mportant role in buylng or selling a busmess

most easily when the parties assume a non-adversarial posture. It is imperative that
the partles know the issues that are important to one another. Each should understand

important, particularly the period of time over which the debt is to be repaid and the
allocation for tax purposes of the purchase price. Sellers naturally have the upper



B
much as possible about the business. The section in this booklet entitled "Evaluating
the Business" identifies the key areas to be studied.

the business and each other's plans after transition takes place. They must also

understand why the other party has taken a certain position on an issue.

writing a list of reasons that validate their position. They should also think through

ossible weaknesses in their reasoning. In this way, each can anticipate and respond
muyers should request that the seller not negotiate with other buyers while the

specifics of the offer are being negotiated. Sellers, on the other hand, are advantaged

from wasting time.

1. Mind the different pronunciation, spelling and meaning of the words SOME and

attention to the prepositional and conjunctional functions of this word.
3. Give the English equivalents to the following words and expressions in your

B ——

3a3aJIeriab

e T ———————————————————————
a TAKOX
Oepe 10 yBaru

3 1HIIIOTO OOKY



Answer the following questions:

specialists?
3. What assistance can an experienced intermediary offer?

6. What is the most important thing in negotiations?
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SELECTING THE LEGAL STRUCTURE FOR YOUR FIRM

following words.

availability (==t CifeUmSTANGE | (s kamstans]j

ety denurar] S R ligense S T ais ()ne]
similarity [.simi'lzenti] associated ['saufietd)]
strategy ['straeticizi] association [3.s3usi'elf(a)n]

OO =T 0[SO [ s

proprietorship [pra'praiatafip] environment [In'vaiar(@)nmant]

understand the text better.

S Ees ke

myriad HE3JIIYCHHUN

to vest NOKJIaJIaTH 000B’A3KU

to delineate 300pakyBaTH, BUBHAYATH
interest IIPOLICHTHUN TOXOJ

e I ———

elimination YCYHEHHS

-—ﬂm—_w__

‘legalentity =~ fopmamuma ocoba

stockholder aKIioHep

o — 1L —
-——_
e



SELECTING THE LEGAL STRUCTURE FOR YOUR FIRM
Summary

of capital are just two situations which require alert managers to review what legal
structures best meet their needs.

id seeks to briefly identi em for the owner-manager who wants to know "wha
question to ask" when seeking the proper professional advice.

would be right. But let's consider some important similarities.
The game requires skill, strategy, planning, and, most important, a thorough

successful in business, you must understand the rules (or the laws) by which you
must conduct your business. All plannlng and strategy must consider the multltude of

Before you enter the complex arena of business and the myriad of laws which
influence your freedom of ch0|ce and moblllty of action, you must first choose the

business, you must ask yourself, "What are my alternatives?" So, let's now look at the
nature of various legal busmess structures

disadvantages, but they must all be weighed to reflect your specific circumstances,
goals, and needs. The sole proprietorship is the first form we'll consider.

The sole proprietorship is usually defined as a business which is owned and
operated by one person. To establish a sole proprietorship, you need only obtain
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Advantages of the Sole Proprietorship

"Ease of formation. There is less formality and fewer legal restrictions associated

Sole ownership of profits. The proprietor is not required to share profits with
anyone.

Flexibility. Management is able to respond quickly to business needs in the form of
day today management decisions as governed by various laws and good sense.

Disadvantages Of The Sole Proprietor

. The individual proprietor is responsible for the full amount of

phy3|cal loss or personal |njury, may be Iessened by obtalnmg proper insurance coverage
Unstable business life. The enterirlse mai be crliiled or terminated uion illness or
ess available capital, ordinarily, than in other types business organizations.

Relative difficulty in obtaining long-term financing.

NOTE: A small business owner might very well select the sole proprietorship to
begin with. Later, if the owner succeeds and feels the need, he or she can form

%

e The Uniform Partnership Act, adopted by many states defines a partnership as "
association of two or more persons to carry on as co-owners of a business for

into the Dbusiness (whether financial, material or managerial) and generally

delineate the roles of the partners if the business relationship. The following are
° !ame, !urpose, !omlmL

e Duration of Agreement
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e Business Expenses (how handled)
e Authority (individual partner authority in conduct of business

ooks, Records, an ethod of Accounting
Division of Profits and Losses

Death of a Partner (dissolution and winding up)
e Employee Management

Avrbitration
e Additions, Alterations, or Modifications of Partnership Agreement

e Absence and Disability

co-ownership of the assets, mutual agency, share of management, and share in partnership
profits.

Ostensible Partner. Active and known as a partner.

Active Partner. Mai or mai not be ostensible as well.

Dormant Partner. Inactive and not known or held out as a partner.

agreement However, a nominal partner holds him or herself out as a partner, or permits

others to make such representation by the use of his/her name or otherwise. Therefore, a
W| u suppos u su pres ion.
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business and profits.
Limned or Special Partner. Assuming compliance with the statutory formalities, the

conduct of its business, the limited partner is generally not subject to the same abilities as
a general partner.

Ease of formation. Legal informalities and expenses are few compared with the
requwements for creation of a corporatlon

Growth and performance facilitated. In a partnership, it is often possible to
obtain more capital and a better range of skills than in a sole proprietorship.

proprietorship.
Relative freedom from government control and special taxation.

Unlimited liability of at least one partner. Insurance considerations such as those
mentioned in the proprletorshlp section apply here also

survivorship and possible creation of a new partnership. Partnership insurance might be
conS|dered

assets, opportunities are probably greater than in a proprietorship.
Firm bound by the acts of just one partner as agent.

ifically

The Corporation

corporation, not its intricacies.
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law." In other words, a corporation is a legal entity, distinct from the individuals who
own it.

A corporation usually is formed by the authority of a state government.
Corporatlons WhICh do business in more than one state must comply Wlth the Federal

The procedure ordinarily required forming a corporation is that, first,
subscriptions for capital stock must be taken and a tentatlve organlzatlon created

corporation, stating the powers and limitations of the particular enterprise.

However, do not confuse corporate liability with appropriate liability insurance
considerations.

Stability and relative permanence of existence. For example, in the case of
iliness, death, or other cause for loss of a "principal” (officer or owner), the

Capital may be acquired through the issuance of various stocks and long term bonds.
There is relative ease in securing long term financing from lending institutions by

Delegated authority. Centralized control is secured when owners delegate

authority to hired managers, although they are often one and the same.
“one individual.

Dlsadvantages of the Corporation

Manipulation. Minority stockholders are sometimes exploited.



Less incentive if manager does not share in profits.
Expense of forming a corporation.

Ex. 4. Lexical exercises.

_

through [Bru]

Iiiii| ‘ii ['Bara]
(5

Ukrainian English
3a10BOJIBHATH HECTATKH

NpUHAWMHI

three business structures 1S the most complex one®
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UNIT 5
Ex. 1. Before reading the texts pay attention to the pronunciation of the
following words.

SUficTeney (5o ne I S Fuiue S i

launch [l2:nt] legislation [ledsis'lel(z)n]
failure [fellja] persuade [pa'sweid]

B - o (o) I R | 1= =

target ['tc:gt] hourly [‘aual]
identify [ar'dentifai] initial ['nif{=)I]

Ex. 2. The words and word combinations below may help you to understand

the text better.
aptitude CXHIIBbHICTh
income JIOX1JT

benefits ITBT Y, TPUBLITET
bankroll TPOIIOBI KOIITH; (hiHAHCOBI pecypcH

payroll ¢doH1 3apoOITHOT IIaTH

fixed assets OCHOBHHUM KamiTajl
-W

equity YHCTa BapTICTh KamiTaldy 3a BUHITKOM 3a00proBaHOCTI

P&L — [Profit and Loss Account] 3siT mpo mpuOyTKH i 36MTKH; 3BIiT PO (iHAHCOBI

pe3yNbTaTH



Ex. 3. Read the texts.

Homework has taken on new meaning for more than 15 million Americans. The

drive for economic self-sufficienci has motivated Iarie numbers of iersons to market
ome enterprises in . The increasingly service-oriented economy offers a
widening spectrum of opportunities for customized and personalized small business

small businesses can be profitable. Success in small home-based business is not an
accident. It requires both skills in a service or product area and acquisition of

aptitudes and skills. Many people have good business ideas, but not everyone has
what it takes to succeed. If you are convinced that a profitable home business is

Selecting a Business
Perhaps you have already decided what your home-based business will be. You

business you will enter. A logical first step for the undecided is to list potential areas

of iersonal backiround| siecial trainini| educational and "ob exieriences and siecial

Marketing Plan
The marketing plan is the core of your business rationale. To develop, a

Who Is Your Competition?

of geography and product lines), and those who are similar or marginally
comparative. Begin by listing names, addresses and products or services.
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What Is Your Sales Plan?

Direct Sales By telephone or in person. The tremendous growth of individual

required to be profitable.

Mail Order. Specialized markets for leisure time or unique products have

Franchising. a).You may decide to either buy |nto someone else S franchlsee

research.

Distributors. You mai decide to work as a local or reiional distributor for

What Is Your Advertising Plan?
Each product or service will need its own advertrsrng strategy as part of the

Is any form of paid, non-personal promotion that communicates with a large number
of potential customers at the same time. The purpose of advertising is to inform,

‘!lanagement !lan. !!I!O !!IH !0 !!”atl

Be sure to include four basic sets of information:

2. List and describe specific duties and responsibilities of each
3. List benefrts and other forms of compensatron for each

each to business: Example: “accountant available on part time hourly basis, as
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To make this, section graphically clear, start with a simple organizational chart
that lists specific tasks and shows, who (type of person is more important than

examples:
Company President
(owner- manager)
I
Shop Manager Sales Manager Offlce
(owner-manager) (owner-manager)
Or like this?
Company President
(owner- manager)
Sales Manager Shop Manager Offlce

(owner-manager)

As the service business grows, its organization chart could look like this:

Company President
(owner-manager)

I ]
Shop Manager Sales Manager Office
(Owner-manager)

Parts Foreman
Manager

The Financial Plan



Before going into the details of building the Financial Plan, it is important to
realize that some basic knowledge of accounting is essential to the productive

intend to sell. You like to do what you do, and it is even more fulfilling that you are
making money doing it. There is nothing wrong with that. Your conviction that what

largely depend on someone keeping score of the wins and losses.
The business owner is no different. Your product or service may improve the

unlimited bankroll, you will fail if you don't make a profit. If you don't know what's
going on in your business, you are not in a very good position to assure its

The Financial Plan includes the following:
1. Financial Planning Assumptions — these are short statements of the conditions

e Date of startup
e Sales buildup (%)

o Payroll and other key expenses that will impact the financial plan
2. Operational Plan — Profit and Lass Projection — this is prepared for the first year,

3. Source of Funds Schedule — this shows the source(s) of your funds to capitalize
the business and how they will be distributed among fixed assets and working

before the fact, not actual. This form displays Assets, Liabilities and Equity of the

business. This will indicate how much Investment will be reiuired bi the business



months and slow periods.

FINDING MONEY FOR YOUR BUSINESS

following words.

evaluate [l veeljue] aeprecatlon [ depn'keu’(a)n]

eqmpment [|'kw|pmant] |dent|cal [al dentik(a)I]

measure ['mesa] receipt [n'sii]
percentage [pa'sentids)]

understand the text better.

-—mh__m_-

to borrow OpaTu B 60pT

collateral 3acTaBa

to involve BKJTFOUATH; MaTH Ha yBa3i
highlights OCHOBHI MOMEHTH

pledge BiJiIaBaTH IIiJT 3aCTaBY,
yardstick KpHUTEpiid

-P -
depreciation aMOpTH3aIlis



endorser iH70CaHT (0c00a, M0 POOUTH HAATKC TiT Yac
nepeaayi)

bond oOJrirars

Ex. 3. Read the texts.

THE ABC'S OF BORROWING

Some small businesspersons cannot understand why a lending institution
refused to lend them money. Others have no trouble getting funds, but they are

types of business.
This Aid discusses the following fundamentals of borrowing: (1) credit

lender uses to evaluate the application.

itterness. The stories of three small businesspersons illustrate this point.
"I'll never trade here again,” Bill Smith said when his bank refused to grant him

fact, namely, that lending institutions have to be certain that the borrower's business
can repay the loan.

said, "to business owners with such vague ideas of what and how much they need."
John Williams' case was somewhat different. He didn't explode until after he

and walked out of the bank. What he didn't realize was that the limitations were for
his good as well as for the bank's protection.
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have helped them to borrow money at a time when their busmesses needed it badly.
This Aid is designed to give the highlights of what is involved in sound

evaluating their borrowing operations.

your business as is a good location or the right equipment, reliable sources of supplies
and materials, or an adequate Iabor force. Before a bank or any other lending agency

1. What sort of person are you the prospectlve borrower’? By all odds, the character

determine the type of loan, short or long-term. Money to be used for the purchase
of seasonal inventory will require quicker repayment than money used to buy

business ability and the type of loan will be a deciding factor in the answer to this
question.

question on the basis of your financial statement which sets forth the condition of
your business and on the collateral pledged.

Adequate Financial Data Is a ""Must"*
The banker wants to make loans to businesses which are solvent, profltable and

solvency and the latter for profits. A continuous series of these two statements over a
perlod of time is the principal device for measuring financial stability and growth

especially interested in the following facts and figures.
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the salarles of the owner-manager and other company offlcers’> Are aII taxes being
paid currently? What is the order backlog? What is the number of employees? What

Accounts Receivable: Are there indications that some of the accounts
recelvable have already been pledged to another creditor? What is the accounts

cover doubtful accounts? How much do the largest accounts owe and what
percentage of your total accounts does this amount present?

inventory is finished goods?

USINESSES In the Same INAustry:

Fixed Assets: What is the type, age, and condition of the equipment? What are

What Kind of Money?

kinds of money: short term, term money, and equity capital.
Keep in mmd that the purpose for which the funds are to be used IS an

you may be using some of the various kinds of money at the same time and for
identical purposes

of current assets which they have financed. Long-term loans are usually repaid from
earnings.

receivable for, say 30 to 60 days. Or you can use them for purposes that take longer
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served, for example, accounts receivable loans, when the outstanding accounts have
been paid by the borrower's customers, and inventory loans, when the inventory has

unsecured loan or on a secured loan.
credit reputation.

The Secured Loan involves a pledge of some or all of your assets. The bank

Term Borrowmg

year but less than 5 years, and (2) long-term — loans for 5 years or more.
However, for your purpose of matching the kind of money to the needs of your

Equity Capital

You don't have to repay equity money. It is money you get by selling a part
interest in your busmess

Investment.

How Much Money?

conversion, or expansion — term loans or equity capital — is relatively easy.
quipment manufacturers, architects, and builders will readil

type of business you're in. Whlle rule-of-thumb ratios may be helpful as a starting
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of the particular situation can be taken into account. Such a prOJectlon Is developed
through the combination of a predicted budget and cash forecast.

receipts and disbursements during the budget period. Thus, the budget and the cash
forecast together represent your plan for meeting your working capital requirements.

elements of cash receipts and disbursements at the time they occur. These elements

are listed in the irofit-and-loss statement which has been adaited to show cash flow.

What Kind of Collateral?
Sometlmes your signature is the only securlty the bank needs when maklng a

situation.
If the loan required cannot be justified by the borrower's financial statements

chattel mortgages; real estate; accounts receivables; savings accounts; life insurance
policies; and stocks and bounds

Lending institutions are not just interested in loan repayments. They are also
interested in borrowers with healthy profit- makmg busmesses Therefore whether or

practices by their borrowers. Often some owner-managers consider loan limitations a
burden.

Especially in making long-term loans, the borrower as well as the lender should
be thinking of: (1) the net earning power of the borrowing compan 2) the

the long range prospects of the industry of which the company is a pan. Such factors
often mean that limitations increase as the duration of the loan increases.



S
depends, to a great extent, on the company. If the company is a good risk, only
minimum limitations need be set. A poor risk, of course, is different. Its limitations

Ex. 4. Lexical exercises.

1. Analyze the formatlon of the following words and translate them: inexperienced,

Lender —  borrower
Long-term —  short-term

Ex. 5. Discussion section.



UNIT 7

Ex. 1. Before reading the texts pay attention to the pronunciation of the
following words.

"appreciate S oo S S el o S

haphazardly ['hzep'haezad] substantiate [sah'stzenfien]

o e

ailment XBOpoOa
forecasting IPOTHO3YBaHHS
e TR ST e
peanbHUM

SOUND CASH MANAGEMENT AND BORROWING

Summary

cash needs. The resulting busmess ailment is a "cash crises."
Sound management must be practiced if loans are to be obtained and used

payback ablllty

This Aid includes examiles of the foIIowini: a cash budiet forecast| a

financial trouble. Some get in so deep that they are barely able to pull their heads
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Often these owner-managers have three things in common. First, they know
their line of business. Their technical ability is first rate. Second, they are poor

additional money will solve their problems They think that a loan will pull them out
of the red.

Often a bank lending officer refuses or "declines” that loan request of such
manager -owners. It is not that a banker Iack appreciation for the hard work and Iong

Foremost in the lender's mind is the question: Can the firm pay back this loan?
Thus, in many cases, the lender refuses the loan because the owner-manager hastily

in the owner-manager's description of his or her affairs. "How is the borrower really
going to repay," the lending officer asks, "if the borrower doesn't actually know how

gracefully and look for weaknesses in the presentation. You can correct these
weaknesses when applying for a loan in the future.

The lender needs the answers to several pertinent questions to determine
whether or not the borrower can repay the loan. One of these questions is: What does

money you need. A busmess uses four basic types of money In its operations. Your
purpose in borrowing will determine the type.

your suppliers who permit you to carry your fast-moving inventory on open account.
A good credit experience is proven evidence of your ability to repay borrowed funds.
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Long -Term Credlt Such loans — for more than a year — are used for

a promissory note with terms.

Equity Funds. This type of money is never repaid. You get it by relinquishing

Ex. 4. Lexical exercises.

accordlng to the model:

Many owner-managers fail to recognize the difference between the four types of

Ukrainian English

W——
Mo-Tepiie, no-apyre, no-

TPETE

y pe3ynbTarti

1. Say whether you agree or disagree with the statement:

trouble when they try to borrow.
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ACCOUNTING SERVICES FOR SMALL SERVICE FIRMS

reveal [n Vil] vehicle [-V. .k|]
WW-_ [pra,a]

Ex. 2. The words and word combinations below mai heli iou to

English Ukrainian
e — 20D OB I CL b OOy
‘tobeintheblack ~ wmarumpubyrox =

ledger Oyxranrepchbka KHUATa
expenditure BUTpPATH

ddcion pemypese

MPOCTPOYCHHS IVIATCIKY

attorne IOpHUCT, IOBIPHMK HOBIPHUK

-——_

Ex. 3. Read the texts.

Summary
Accountlng services can help the owner- manager of a smaII service firm keep

such an interpretation.
Sample profit and loss statements are used to illustrate how accounting services

managers are good crafts people and offer services which attract customers. And in
many cases, sales are good.



owner-managers are willing to work for low pay.
In some cases, the poor results are caused by inadequate financial records. In

In achieving effective financial management, the services of a public
accountant are helpful. An accountant can design records, set up ways for

Blts of Informatlon

expenses, payroll, accounts payable, and, if credit is offered to customers, accounts
receivable.

control finances and make profitable decisions.
Such a system usually consists of bookkeeping records which may be set up in

your particular need.

Sales — used to record and summarize monthly income.

Payroll — used to record the wages of employees and their deductions, such as

office furniture, and motor vehicles.

Accounts Receivable — used to record the balances which customers owe to
the firm.
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Who Keeps The Books?

The public accountant who has set up the books may keep them. But you must
welgh the cost because the accountant has to charge for time, operatlng expenses and

If you have the time and inclination, you can keep the books yourself. Another
possibility is to hire someone to work part-time.

before you can see the picture.

Similarly, your books contain facts and figures which make up a picture of your
Me accountant draws such a picture by preparing financial statements, such as

a profit and Ioss statement The P and L or income statement shows what profit or

Cost of Sales

TotaI 38,000

Gross Profit 46,000

Rent 3, 000




Depreciation 1,400
Truck expense 5,500
Miscellaneous 000
Total 42,400

which need control, your accountant can advise on financial management. He or she
can advise on cash requirements, budget forecast, borrowing, business organization,

needed to operate your firm during a certain period — for example, 3 months, 6
months, a year. The accountant considers how much cash you will need for the

how much of the cash will come from collections of accounts receivables and how
much will have to be borrowed.

example, aIIowed a customer to fall $18,000 behind in payments. When the customer
went bankrupt, the firm lost $16,000 — almost as much as a year's profits.

lender the financial position of your busmess and its ability to repay the loan. Using
this data, the accountant can advise on whether you need a short-term or long-term

offer for collateral, your present debt obligations, a summary of how you will use the
borrowed money, and a schedule of how you intend to repay. In addition, if the
you |o a !an!er W!O !nows an! respec|s |!e accoun'an||s repuiailon.




B
advantages and disadvantages of the various types of business organization —
proprietorship, partnership, and corporation.

need for maklng profltable decisions will suffice for tax purposes. However, if

additional facts are needed because of iour tiie of business, iour accountant can

1. Compare the underlined structures and explain the differences:

2. Be sure that you can read and understand correctly the way flgures and numbers

Mind the following:

70,000 70.000
4.28 4,28

Ex. 4. Lexical exercises.

which of them are antonyms:
wages — salary, accountant — bookkeeper, advantages — disadvantages

Ex. 5. Discussion section.
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HOW MANY, HOW MUCH, HOW LONG, WHICH, WHOSE, etc. and check
up if you can make different types of questions.

— What kind of business it will be;

— If he/she has ani exierience in it"

3. Do you find the AID provides useful information?

4. Discuss the usefulness of the information provided by the instruction.
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UNDERSTANDING CASH FLOW

objective [ah'd3ekin] deficiency [difif(a)ns1]
VB 5 T 0 MBI L = B [
Mdiagram " damsgreem] o gceur T e

pu rchase ['patfas] €XCess [Ik'ses]

obligation 3000B’sI3aHHS
to owe 3abopryBaru, OyTu

to insure CTpaxyBaTH, FapaHTyBaTH

to be available 621/1 B HASIBHOCTI

UNDERSTANDING CASH FLOW

The prime objective for any business is to survive. That means a firm must

requirements.

Introduction

businesses become insolvent because they do not have enough cash to meet their
short term obligations; bills must be paid in cash, not profits. Sufficient cash is,



remove some of the uncertainties about future requirements.

In any business there is a continual cycle of events which may increase or
decrease the cash balance. The following diagram is used to illustrate this flow of

finished goods. It is reduced in paying off the amounts owed to suppliers; that is,

accounts payable. Then, inventory is sold and these sales generate cash and accounts
WN i u unt i . However, W

necessarily related to the sales in that period because customers may pay in the next

capital accounts, the cause of these changes, and the implications of these changes for

the financial health of the company.
in cash

in cash

Accounts
payable

Accounts

receivable
F 3
k J
Productions
/[

Net Working Capital
marketable securities, accounts receivable, inventories, etc. Current liabilities are
obligations which become due within one year or a normal business cycle. These

One way to measure the flow of cash and the firm's ability to maintain its cash
or liquid assets is to compute working capital. It is the difference between current



Working capital 40,000 88,000
Net working capital increase (decrease $40,000

have been all in cash or all in inventory. Or, it may have resulted from a reduction in

accounts payable.
Ww

While net working capital shows only the changes in the current position, a

inflows and outflows.
The ablllty to forecast cash reqmrements IS mdeed a means of becomlng a

accounts so that the cash will be made available. Also, when you have excess cash,
you can put this cash into productive use to earn a return

cash.

be the change in current assets other than cash
change in current liabilities

Because net working capital is the difference between the change in current
assets and current liabilities,
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we can calculate the change in cash. The change in cash is then added to the
beginning balance of cash to determine the ending balance.

Receivables increase by $25,000
Notes payable increase by $10 000

cash = NWC - CA + CL = 48,000 - 25,000 - 70,000 + 30,000 + 10,000 = - 7,000

volume, cash decreases by !7,000. Is there enough cash to cover this decrease? This

will depend upon the beginning cash balance.

At any given level of sales, it is easier to forecast the required inventory,
accounts payable receivables, etc., than net working capltal To forecast this net

working capital. The difference between the sources and applications of funds is the
net working capltal

current assets + noncurrent assets = current liabilities + long-term liabilities + equity

current assets — current liabilities = long-term liabilities + equity — noncurrent asset

Sl!e musl a‘so equa‘ Wor!mg caplla|. ! C| !ange |0 e||”er Sl!e a”ecls || !e nel Wor!mg

capital. If long-term liabilities and equity increase or noncurrent assets decrease, net
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decreases. This change would be an application of funds.
Typical sources of funds or net working capital are:

* [ssuance of stock

. Borrowini from a loni term source

result in an easier manner: add back expenses which did not result in inflows or
outflows of funds to reported net income.

produced Adjustlng net income with depreciation is much S|mpler than computing

| ie typlca| appilcatlons oi iun!s or net wor!mg capltal are:

* Purchase of fixed assets

* Repurchase of equity.
The foIIowmg Is an example of how sources and , applications of funds may be

Statement of Sources & Applications of Funds
Sources of funds

$10,000
Add back depreciation (noncash item) 15,000
Issuance of stock 3,000
$203,000
Cash dividends 15,000
155,000
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This statement combines two statements previously discussed: the statement of
sources and application of funds and the changes in working capital accounts. This

Cash Flow Statement

Net working capital 48,000

— 95,000
|ncrease in notes paya!le !!!!! _,_!li!!
Cash flow — 7,000

business but also as an aid to determine the excess or shortage of cash. Suppose your
analysis of cash flow forecasts a potential cash deficiency. You may then do a

* Reduce current asset accounts: reduce receivables, inventory, etc.
» Reduce noncurrent assets: postpone expanding the facility, sell off some fixed

available from financing activities, show funds generated from all sources, and show

how these funds were applied. Using and adjusting the information gained from this
“y:

* Suppliers' bills

. D1V|!en!s.
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Planning Ald

manager of Imagine Manufacturing, expects sales to increase to $10,000. Based on
past experience, she made this forecast:

Income taxes to be 3.2% of sales
Accounts recelvable to increase 5, OOO

Her beginning cash balance is $3,000 and she plans to purchase a piece of

Cash Flow Analysis
Sources of funds:

1,900
Application of funds:

1,820

Net Worklni cailtal increase Idecreasei $ 80

Less change in mventory $- 2,000

Accounts receivabl
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reduce profits, or find another source of cash. She can now use her cash flow analysis
to try to determine a source of funds or a reduction in the application of funds. An

month.

Important to know how to analyze your records in order to develop a more efficient
busmess By ellmlnatmg unnecessary cost through increased operating efficiency, the

Ex. 4. Lexical exercises.

during - within
3. Find them in the text and explain the difference.

® Mmeans
e {0 mean

!y means o'

e by no means

Ex. 5. Discussion section.

e What must the small business manager continually be alert to?
2. Try to describe the diagram given to illustrate the flow of cash connected with a
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BUDGETING IN A SMALL SERVICE FIRM

budget ['bAd3|t] equal ['ikw(a)l]
figure(s) 'ﬂga] FSChEdUIE™ S IECaln” aver [skedyu]
suggest [sa'd3est] gwde [gaid]

receipt [n'sif]

understand the text better.

to overlook HE 3BEpPTATH yBary
to prevent 3anobiratu

retained earnings HEPO3MOIIICHU T
PUOYTOK

to break down pO30MBaTH Ha i APO3IIITH

tO inpoint  TOYHO BU3HAYaTH

regardless of HE3aJICKHO Bij

!X. ! !ea! t”e texts.

BUDGETING IN A SMALL SERVICE FIRM

Budgeting is a tool for dealing with the future. It helps you turn expectations
into reality.
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you to determine whether or not your profit goal is within reach.
When the figures are all together, you have answers to questions such as: What

producing the services?
Because small business is not a cut-and-dried affair, the first budget often will

Many owner-managers run their businesses without a planned goal. In trying to
survive from week to week and from month to month| such owner-manaiers
year, for the next 3 years, or for the next 5 years, budgeting can help just as a map
helps you to keep on the right road.

u!y !u!get

A budget is a plan that enables you to set a goal and list the steps which are

crises.
In its simplest form a budget is a detailed plan of future receipts and

goals. If some of your expenses, for example, are higher than you expected, you can
start looking for ways to cut them. Conversely, if you have fallen short of your goal,

forecast of profits and work up. Most small service businesses use the latter method.
In other words, you decide what profit you want to make and then list the expenses

A Plan for Increased Profit

should be large enough to make a return on your investment and a return on your
own work — pay you a salary.
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their firms' profits are less than they can earn working for someone else. Your net
profit after taxes should be at least as much as you can earn if you worked at your

Return on Investment
The year-end profit is too low if it does not also include a return on the owner-

retained earnings. You should check to be sure that the rate of return on your

investment is what it should be. Your trade association should be able to provide
“&moun ant and banker are also sources of help.

year. Be sure that your goal includes a return on your services and a return on your
investment. Your goal should also include an amount for State and Federal taxes. For

Keep in mind that the larger your goal, the larger the amount which will have to be
added to account for taxes. Your accountant can help you determine that amount.

budget is to determine whether you can achieve it. To do this, you must project your
fixed costs and your variable costs. From these three figures — profit, fixed

In gathering figures, keep in mind that without accurate information planning

becomes guessing. The owner-manager who has never budgeted should talk with an
necessary !u!gei |n|orma||on. " may !e |!a| your presenl syslem !oes nol !rea!

costs down into fixed and variable expenses, or it may be that you need to have a
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Regardless of sales, fixed expenses stay the same. Several examples of fixed
expenses are insurance, rent, taxes on property, wages paid to salaried employees,

Variable Expenses

and delivery expenses are other examples of variable expenses.

!OUI’ expecle! Service income COH|I‘I!U|IOI’1 IS II!e !|Herence !el\I/!een S&LS an!

the variable expenses that are necessary to produce these sales. When this difference

Periodic Feedback and Control

A budget prowdes a tool for control. You start building this facility when your

month budget. When many items are added together, it is easy for an error to creep
into the totals

can anticipate peak periods and schedule stock and labor to handle peak sales
volume. You can plan vacations, special promotions, and inventory taking for the

in your budget in line with operations. Ask your accountant to show the actual and
the planned revenues and expenses on the income statement so you can compare

profitable type of operations.

1. Pay attention to the word WHETHER (don’t confuse it with WEATHER), find
the sentences with it in the text and translate them.
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to break down —  abreakdown
to handle — ahandle

Additional, predetermined, accountant, variable, seasonal, regardless,

workableI activities| monthli.

XD 8 00 Arp o hetywee xed expe S and va

3. Answer the question: What does a budget provide?
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SMALL BUSINESS RISK MANAGEMENT GUIDE

heighten ['hautn] final ['faunl]
0 e M G - M
FW-Wq.damg'n DStIk]_
identify [ar'dentifai] therapy ['Berapi]
gualified ['kwalifaid] authoritx [2'6ant]
0 0 T Sl == =7 T
- .
HUE”EQ ibl'andi §||§|U|! i'elld3abl]

injury ['eidz(z)nsi] beneficiary [ben'fifan]

Ex. 2. The words and word combinations below may help you to

understand the text better.

[ ——————

to encourage HAMXaTH

to contribute CIPHATH
-WW-

overhead expenses HAKJIa/IHI BUTPATU

to afford JI03BOJIUTH COO1

to take steps Y)KUBATHU 3aXO0JIiB

peril HeOe3mneKa
to cancel aHyJIIOBaTH

-—_-



SMALL BUSINESS RISK MANAGEMENT GUIDE

Introduction

programs and options available on the market.
It is |mperat|ve that all small busmess owners and managers understand the

ultimately, contributing to your success. Multiline agencies can provide a
comprehenswe range of employee benefits, property/casualty and financial services

business risks, this Aid includes a Checklist to help you strengthen your insurance
program and prowdes guidelines for discussions you should have with a quallfled

Insurance for your business.
Risk and the Small Business

‘OI’ a m|nu|e a!oul |He Hun!re!s 0‘ II!lngs |”a| mosl !usmess owners worry a!oul !

few are predictable or, at the very least, are items that you can plan for and perhaps

e salary costs
e taxes

¢ the price you charge for the goods or services you
e offer to your customers

e actions your competitors may take




e the local economy and its impact on your customer base (plant closings or
unemployment, for example

me. 1 Nney coula directly arrect your day-to-aay operations, 1Impa DI0 , and resu
in unexpected financial losses that may be serious enough to cripple your business or
even bankruit it. You've irobabli alreadi considered the most obvious risks and
them. Most business owners recognize the loss potential from fire and injury.
e Fire could damage or destroy the building your firm occupies and turn the
seriously affected.
e |f someone is injured on business premises, or injured by a product you

even loss of future income.
Loss of property from fire and liability for injury to another person (or another

ignored.
Large corporations often employ a full-time "risk manager" to identify and

consequences of losses that cannot be prevented or avoided. But most small
businesses can't afford the services of a risk manager, even part-time, so the business

What Is "Risk Management?**
Regardless of who does it, risk management consists of:

You've worked hard to build your business, and you've poured a lot of time, effort
and money into identifying loss exposures.

Adjuster. A person who settles insurance claims. An adjuster may be a
Travelers employee or an independent operator.
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Agent's Authority. The authority placed in the agent by the insurance
company; the extent to which the agent may act on behalf of the company. This

Liability coverages It is mrsleadrng because no Property or Lrabrlrty Policy is truly
an All-Risk coverage. A Policy will invariably contain some exclusions.

Assigned Risk. A risk that has been declined by one or more companies. Such
a risk may be assigned to designated companies by a recognized authority. The

Assured. The insured; the one for whom insurance is written.
Basic Benefits. Basic benefits, generally, are all the benefits offered by a group

radiation therapy and dental expense insurance.

may be purchased for employees in a specific classification (salary, occupation,
length of service).

accident, injury or illness.

Binder. An agreement, usually written, whereby one party agrees to insure

Business Interruption. Insurance covering the loss of earnings resulting from
the destruction of property: called Use and Occupancy Insurance.

Carrier. An insurance company.

Cash Value. The value, in cash, of a life insurance policy.



event.

the person is eligible for the insurance. It is then the legal document that proves the
person is actually insured.

Coinsurance. Two or more entities providing insurance protection and sharing
in losses.

Comprehensive. A loosely used term signifying broad or extensive insurance

contributions and partly by the employer's contributions.

Coverage. The insurance protection provided by the policy.

Deductible. An amount the insured must pay before insurance benefits may be

experience, for example.

Draft. A financial instrument similar to a check freiuentli used bi insurance

Effective Date. The date the policy is put in force: the inception date.

Endorsement. A written amendment affectini the declarations| insurini



therefore, insurable.

an economic loss.

Grace Period. A period beyond the premium-due date, during which the
premium may be paid and the insurance will be continued in force.

Hazard. A condition that creates or increases the probability of a loss.
Incurred Loss. A loss that, while not yet paid, has been sustained and for
which reserves have been established to pay in the future.

financial position as before a loss was sustained.

Inspection. An examination by those having authority. An insurance company

Insurance. Protection against loss. The insured sacrifices a small certain loss
(the premlum) for protection against a large uncertaln loss (an accident, fire, death).

Insured. The entity whose life or property is protected by the insurance. The
one for whom insurance is written.

protection.
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Limits. The value or amount of a policy; the greatest amount that can be

insured's loss.

Occurrence. A continuance of a repeated exposure to conditions which result
In injury.

Policy. A legal contract of insurance.

Policy Period. The term for which insurance remains in force, sometimes
definite, sometimes not.

for the insurance protection.

Proieri. The thini owned: real iroierti is real estate and thinis attached to

Property Damage. Physical damage to property.

Provisions. The terms or conditions of an insurance iolici.

Reinstate. To restore coverage after it has been canceled or suspended.

Renew. To continue; to replace as with a new policy.



B
length of service.)

Settlement Option. The way in" which money for the death benefit on an
insurance policy will be paid to a beneficiary.

according to a statue or a contract. Surety offers protection to a third party, normally
called an obligee.

Void. Of no force; null.

Waiver of Premlum In life insurance, a provision which states that, if the

Ex. 4. Lexical exercises.

a result as a result of

!. Ilonlt mix up t!e wor!s given !e‘ow anl give t!e translatlons

police [pa'lis] policy ['pahs]
'palitiks] itician Lral'ti(z)n]

4. Complete the table (word formation)

ultimately




cause
successful
beneficiary

actually

responsibility

consultant

probably

employer
employee

independent

irovision

Ex. 5. Discussion section.

worry a!ou[

2. Answer the questions:




FINDING A NEW PRODUCT FOR YOUR COMPANY

generate ['dzenarer] huge [hju:d3]

S— - TR——————— - ——
-_m—- te B
policy [pahsi] familiar [fa'milja]
egmgment [l kwmmant] clarl ['klaerlfal]
['d3nd3] W

preliminary [pri'liminan]

un!erstan! J L text !etter.

to look for HIyKaTH
sear¢ch  pomyx

‘toboost ~~ cmpwstw pocry

approach X111, METO/

to know first hand 3HATH 3 OCOOMCTOTO JTIOCBITY

Summary

Moreover, they cannot be modified to generate additional sales.
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the selection of a suitable new product and suggests sources that can be helpful to
finding such a product.

search for a new product, set guidelines for that search.
These guidelines should help to provide answers to questions, such as: Can the

The second major action involves respon3|b|I|ty for finding a new product.

Will you personally handle the project? Or will you delegate it? Either way, the
resources aval‘a!‘e ior |!|s proleci. |n a!!lllon, !els!e s!ou‘! !e au|!or|ze! lo ma!e

decisions for your company.

company that will manufacture and market them, the question is: Which ones can be
made at a profit? In fact, so many exist and are being generated, it would consume all

outright disaster. It is thus imperative to define the product you are seeking.
Your task is to get on paper some facts about the kind of new product you want

inclusive, should stimulate your thinking in deflnmg a product or establlshlng criteria
by which you can judge potential products. When you have set such criteria, you can

CAN YOU MAKE MONEY WITH IDEA OR INVENTION

for innovators to get the kind of financial and management support they need to
realize their ideas.

something that will boost productivity, put more people to work, and make lots of
money for you and anyone who backs you? As you've probably heard, you're the
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You are another of those individuals on whom progress has always depended.
We all know that it hasn't been huge corporations that have come up with the

worker who makes the first advance in a subject: The details may be worked out by a
team, but the prime idea is due to the enterprise, thought and perception of an

companies on new ideas know first-hand about the innovation process.
Thej also know that iou can exiect to heat.
X. 4. Lexical exercises.

een, sald, companies, processes, authorities, covering, addressed.

Paraphrase or explain the following:
e You’re the cutting edge of the future.

Conclusions

2. Ask your friends:

o If he/she has any experience in it;
° How well he/she is aware of the difficulties

3. Discuss the usefulness of the information provided by the instruction.

4. Summarize the main ideas.



TEST 1
l. Vocabulai
The importer _ the cocoa was high-grade.

a) told (b) spoke (c) said

a) SO sucha(C) SO a

4.  You will the prices on the invoice.

!a! mucl! !!! many !C! some

. Ifyou have option, do you have
(a) encouraged - childish (b) berated - sincere (c) helped - mature
. My father's businessis
(a) satisfactory (b) satisfied (c) satisfaction
0. ___n forelgn trade

(@) persons (b) personnel (c) person
Financing of this project came from ___ sources.

(a) profits (b) expenditures (c) losses

14. Ifyou an error in reviewing the proposal, please bring it to your
15.  They test their cars for safety durability.

(@) nor (b) as well as (c) but
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(@) pays (b) costs (c) buys
18. If you negate a statement, do you ___ of knowing you it?

(a) disease (b) tragedy (c) acmdents
The foreign exchange market is based  the economic law of supply and

1. Grammar

_____the bank manager.

a) SO I can so can't | (C) neither can

_____ certainly earned more money if he had worked harder.

(@) will go up (b) go up (c) have gone up

7. Our plant will import much more refrigerators a year if quotas __ lifted.
(@) will be (b) are (c) be
The package containing the necessary samples
(a) has been sent (b) will send (c) sent

(@) had to (b) has to (c) didn't have to

11. This purchase __ apoor decision if it had been made for investment
12. If you ignore the overhead, you your exXpenses.

(@) will underestimate (b) would underestimate (c) have underestimated



e
14. If you application form __us, we will invite you for an interview.
(@) will suit (b) suits (c) suited

16. If profits to grow at this rate, the company will be able to pay a higher
dividend.

(a) will come in (b) comes in (c) IS comlng in

essential part of civilization.

(@) WI|| be (b) would be (c) should be
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I. Vocabulary

Their _ was rewarded.

iai ier5|stence ibi iersmtent iCi ieI’SISt

4.  Ahigher average rate accounted for one third of the financing costs.

!a' interestini Ibl interest Ic' interested

(@) in (b) into (c) to

i. !ar! currency is !ac!e! !y go|!

(@) reservatlon (b) reserves (c) research

Taxes have a very important impact _ foreign direct investment decisions.
(@) at (b) on (c) for

(@) complexion (b) complexities (c) complex
. Licensingis __ to dlrect mvestment

will flow between the borders duty free.

(a) foreign exchange (b) market (c) shop

(a) profitable (b) scary (c) welcome
14. The South depends more small and medium-sized businesses for jobs than

He is responsible forthe  of goods from a factory.
(a) distributing (b) distribution (c) distributor
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(@) customs (b) custody (c) currency
17. The sales person should learn some manners, he'stoo

(a) event (b) occasion (c) mlstake

19. Because of the bad economic situation iobs are riiht NOW.

must follow the Fed's reserve

Ial reiuests Ibl reiuirements |c| reiresentatives
. Grammar

1.  The International Monetary Fund into existence by 44 nations in 1944,

t”e WOI"! S economy.

(@) mcreased (b) has increased (c) had mcreased

(@) permit (b) are permitted (c) had been permitted
4.  Atthis moment I _______myears.
(@) the more (b) most (c) the most
. She mformed the board that the profits __ soon.
(a) are losing (b) has been losing (c) loses
8.  The firm that offers incentives to its employees  more successful than the
__all of her work by 10.00 p.m. tonight.
(a) WI|| have finished (b) have finished (c) finishes

For the second time in less than a year, gasoline and cigarette taxes
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(@) cost (b) costed (c) would cost
3. | have to mail this letter before the post office
(@) call (b) will call (c) would call
15. | don't know what I'd have done if | to make such a difficult decision.

he has worked there

18. "I d I|ke to go shopping tomorrow". " you?"

lal !a! prepare! I!l !as prepare! Icl is preparing

| read somewhere that his investments in the stock market ~ him a
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Portfolio investment is
a) an investment that gives the investor a controlling interest in a foreign

Investor a controlling interest

c) the record of the movement of cash into and out of a company's

a) the |mport of timber

A comparative advantage Is
a) situation in which a country has a monopolistic position in the marketing of a

cost than it can supply other products
c) situation in which a country produces enough food or raw materials to satisfy

a) the difference between the payment that is made for imports and the payment
that is received from exports over a particular period of time

c) payment of dividends to foreign shareholders
Trade surplus is

C) services in exchange for money

6. EiUiti is

c) the value of the shares issued by a company
A letter of credit is

7.
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c) agreement that in return for regular small payments, a company will pay
compensation for loss, damage, injury

company which may be changed
letter from a bank authorizing payment of a certain sum to a person or

c) a letter which has an added guarantee from the exporter's bank if the
importer's bank defaults

b) a contractual agreement in which one firm grants access to its patents,

oyalty is
a) an off|C|aI document aIIowmg someone to do something or use something

c) the legal right to print, publish, sell, broadcast an original work or any part of it
for a certain number of years
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Tariff is
a) a monetary or quantity limit placed on a product allowed to be imported into or

c) a refusal to buy or to deal in certain products
Blocked currency is

b) a currency that cannot be redeemed in the world financial market place or a

currency which cannot be taken out of a country because of government

) aspecific type of quota that prohibits a
3. Value-added tax is

ouseno

c) an indirect tax levied at each stage of the production cycle or at the sale of

a) attitude that since a foreign country's management policies are best understood
by |ts own management personnel, the home organization should rely on

other countries and can be exported along with the organization's goods and
services

that are more effective
5.  Marketing is
reach stated organizational goals
b) the identification or anticipation of customer demand and the satisfaction of

c) marketing activities performed across national boundaries
Marketing mix is
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c) a group of interrelated intermediaries who direct products to customers
International Monetary Fund is

b) an institution founded by member countries; it makes funds available to

members with balance-of-payments deficits

8. Producers' cartel is
a) associations of countries that are concerned with specific commodities

c) an agreement usually between producing nations to fix prices, production, and

a) expansion of commercial and financial ties among nations
b) a multinational market that encourages the free flow of goods and services

10. Trade duty is
a) laws, rules set out by government

the production and marketing of a product



. Match the words and word combinations to their definition.

3. deregulationn | b. aperson's or organization's responsibility for loss,
4. infant industry damage, or injury caused to others or their property, or

d. someone or something that can be trusted

n
6. launchyv e. alegal form of company in some countries for someone

challenger n g. an organization or product that may take the place of the
9. lummet v organization or product that has the highest sales in its

12. sole trader n quickly, usually when investors lose confidence in the

: ower produce
n J. to take money out of a bank account

industries should be helped with government money and

protected from international competition by import taxes

Sl e woting for n orpaton who s e |

authorities that people in the organization are doing
something illegal, dishonest, or wrong

happen
n. to find new people to work for an organization, do a job

L e e mgeostama |

industry to increase competition
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