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NMPEANCNOBUE

N3nanue npeacTasisieT coO0M CHCTEMATU3UPOBAHHBIN KypC aHIJIMHCKOTO S3bI-
Ka JIJI CTYJCHTOB PKOHOMHYECKHX CHelranbHOCTeH. OHO TIPU3BAHO PEIINTH JBE
OCHOBHBIE 3aJlaui: aHAJIMTHYECKYIO U MparMatudeckyro. [lepsas BkitoyaeT B ceds
MHTETPALUI0O COBPEMEHHBIX 3HAHWUW M OOECICYCHUE MEXaHWU3Ma WX TPAHCISAIAN
C TOMOIIbI0 WHHOBAIIMOHHBIX TUAAKTHYCCKUX TPAKTHUK OOYUYEHHUS, YCTONYMBBIX
M OOIIE3HAYUMBIX IS TOJHOIICHHOTO PAa3BUTHUS y CTYACHTOB CIIOCOOHOCTH K TIO-
CTOSTHHOMY, HETIPEPHIBHOMY CaMOOOPa30BaHMIO, CTPEMJICHHSI K MOTIOTHEHHUIO U 00-
HOBJICHHIO 3HAHHWI 1O MHOCTPAHHOMY SI3BIKY, K TBOPYECKOMY HCITOJIb30BAHUIO HX
Ha MpakTUKe B cepax Oyayuied npodeccuoHanbHou aesTenbHocTh. [Iparmaruue-
CKasl 3ajjaya TMpEAroyiaraeT KOMIIEKCHOE JHMHTBUCTUYECKOE OOecreueHne MOAro-
TOBKH CTICIIMATTUCTOB YKOHOMHUYECKOTO MPOduIIs.

VY4eOHBIN MaTeprall OpraHU30BaH M0 MOAYJIBHOMY MPUHITUIY W BKIIOYACT JIBA
pasnena, COCTOSIINE U3 HECKOJIBbKUX TeMaTU4YeCcKH CBsi3aHHBIX O10k0B (Unit). S3bI-
KOBOH M pedeBoil MaTrepuan OTOMpaics ¢ y4eToM MpopabOTKH BCEX aCMEKTOB s3bIKa
Y BUJIOB PEUEBOM JCATEIHHOCTH C aKIICHTOM Ha HanOoJiee BEPOSITHBIX B OMPEICIICH-
HOM TeMaTH4eCKOM KOHTeKcTe. [IpencTaBiens! cieayoniie TeMaTHIecKie pas3ieibl:

o Business Administration (Units: Managing People and Business Processes;
Accounting);

o The Economy of the 21st Century (Units: The New Economy Trends; Shares
as Equity Financing; Bonds as Debt Financing; Venture Capital Financing).

ConeprkaHue pa3/iesioB CTPOUTCS B paMKax cepbl mpohecCHoHAIBHOTO 00IIIe-
HUs OyAyIIuX CIEIUATUCTOB, YUUTHIBAs KaK OTCYCCTBEHHBIC peallii, TaK U MUPO-
BbIC SKOHOMHYECKHE TCHICHITUH.

Kaxnpiit 650k (Unit) umeeT YHU(UIIMPOBAHHYIO CTPYKTYPY U COCTOUT U3 PY-
opux Vocabulary File, Starting Point, Reading, Grammar Workshop, Assessment
and Critical Thinking.

B Hauane xaxmoro Oioka JAAarOTCsl OCHOBHBIC MOHSTHS COACPIKAHUS, BU3YaJIH-
3MpPOBAHHBIE B MHTEIUIEKTyalbHOU Kapte (Content Map), CIUCOK OCHOBHBIX JICK-
cuueckux enunuly (Vocabulary File), moanexaniux yCBOCHHIO, U BBOJHAs 4YacThb
(Starting Point), ocHOBHasl 3ajjaua KOTOPOM — BBEJICHHE B TEMaTUYECKUN TUCKYPC
Y aKTUBH3AIUS PCUCMBICITUTEIILHON ACATCIBHOCTH.

CoBepIICHCTBOBAHHE KOMMYHHUKATUBHBIX HABBIKOB IPOMCXOJIUT B IPOIECCE
KOMOWMHUPOBAHHOTO OOYYCHHS Pa3TUYHBIM BHJAaM PEUCBOM JCATEILHOCTH C aK-
[IEHTOM Ha YTEHHE: MPOCMOTPOBOE, O3HAKOMHUTEIHHOE, M3yUaroliee, OUCKOBOE
(Reading). BHUMaHUE ynenseTcs PEUENTHBHO-IIPOIYKTHBHBIM YIIPaXKHECHHSM,
HaIpaBJICHHBIM Ha WUMHTAIMIO, TIOJICTAHOBKY M JTU(P(HEPECHITHAIINIO JTEKCHUCCKHUX
equnut] (Vocabulary). Jlekcuyeckue HaBBIKU (POPMHUPYIOTCS MyTEM CEMaHTH3a-
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UM JIEKCUYECKUX €IMHHI] C BBIXOJAOM B MPOJYKTUBHOE WHOS3BIYHOE OOIICHUE
(Discussion).

Oo6yuenue rpammaruke (Grammar Workshop) HocuT GyHKIIMOHATBHBIA U KOM-
MYHUKaTUBHBIN XapakTep, MpPEerojiaracT HU3y4YyeHHUE TpaMMaTHUYECKUX CTPYKTYpP
B KOHTEKCTE peur. TeMarnyecku KOHTEKCT OCHOBBIBAETCS Ha Mpo(deccuoHaIbHON
JeKcuKe. ITo, OECCIOPHO, PACIIUPSET CIOBAPHBIN 3armac CTYJACHTOB, a TAKXKe JHua-
Ma30H UX KOMMYHHUKAaTUBHBIX BO3MOKHOCTEH.

KonTponb pe3ynbraroB y4yeOHOU AESTETbHOCTH M TBOPUYECKOE OCMBICICHHE
U3YYEHHOTO Marepuaia MpeJCTaBICHbl MEPEUHEM BOINPOCOB U KOMMYHUKATHB-
HBIX CUTYyallui MpOOJIEMHOTO XapaKkTepa B KOHIE Kaxk10T0 Oioka (Assessment and
Critical Thinking) u peanongaraloT CUCTEMHYIO CaAMOCTOATEIIbHYIO padoTy CTy-
JIEHTOB.
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Unit 1

MANAGING PEOPLE
AND BUSINESS PROCESSES

LEADERSHIP

Vision

Managemen[

Management is, above all, a practice where art,
science, and craft meet.
Henry Minzberg

Topic for Communication. Essence of managerial tasks and tiers; the difference
between management theories X and Y; the importance of corporate culture; supply
chain management as business process and its goals.

Grammar Focus. Future tenses: the present continuous, the future simple, be

going to.
Content Map.
Nature of mapagement} ( Corporate culture
and managerial levels
o
Management
BN V-
Managerial styles Supply Chain
and theories Management

=) Vocabulary File

Study the list of topical vocabulary and check the pronunciation if necessary.
Choose 2—-3 words from the vocabulary file to speak about each element of the
content map above.



accomplish v
collaborative adj
customer value
customized adj
department head
evaluate v
first-line manager
implement v

inputs n
operative n
output »
participative adj
perform v
performance n

perishable adj

(the) rank and file
senior management
staff n

staffing n

storage n

supervise v
supervisor n
supply chain
supply chain
management (SCM)
title n

=> Starting Point

BBITIOJIHSATh, JOCTUTATh
COBMECTHBIN, KOJUIEKTUBHBIN, COTPYIHUYECKUI
MOTPEOUTENBCKASI IICHHOCTD

U3TOTOBJICHHBIE TI0 MHJUBUIyaIbHOMY 3aKa3y
HAYaJIbHUK OTJIEJIa

OLICHUBATh, ONPEIEIATh Ka4€CTBO

MEHEJKEep NEPBOro 3BEHA

BBITIOJIHATh, OCYLIECTBISATh, 00ECIeYnBaTh
BBIIIOJIHEHHE

BJIIOXKEHHUS, 3aTpaThl (Ha TPOU3BOJCTBO)

pabounii, MPON3BOACTBEHHBIN MEPCOHAI

KOHEYHasl IPOAYKIHS, IPOU3BOAUTEIBHOCTD
KOJUIETUAJIbHBIN, OCHOBAHHBIN HA IIUPOKOM yYaCTHH
BBITNIOJIHSATD, J1€MCTBOBATH

IPOU3BOAUTEINBHOCTD, PE3YJIBTaTUBHOCT,

3¢ PeKkTUBHOCTD

CKOPOIOPTSIINICS

pAIOBbIE (COTPYIHUKHN)

PYKOBOJZICTBO BBICIIIETO 3BEHA

HepCcoHall, KaJphl, IITAThI

KaJpoBoe obecrieueHne

1) cknaaupoBanue, XpaHEHHE; 2) CKIIaJl, XpPaHWIUILE
HaJ3UpaTh, KOHTPOIUPOBAThH

PYKOBOJIUTENb, YIIPaBJIECHEI] EPBOro 3BEHA

LEMOYKa OCTABOK

YIPABJICHHE LEMOYKAMH ITOCTaBOK

JOJDKHOCTDB, 3BAHHC

1. Pronounce the international words correctly:

‘category ex tensive authori tarianism
‘indicator lo gistics de centrali zation
‘minimum 0 'pposing .intui tion
‘monitoring tech ‘nique ,organi zational

2. Organize the word combinations related to the topic Managing People and
Business Processes in the table below. Work with a partner and compare your

answers.

Broad statements, to accomplish objectives, to use resources efficiently, to evaluate
work, intended results, chief executive officer, burden of responsibility, collaborative
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culture, hostile culture, decentralization of authority, performance indicators,
organizational well-being, customer value, customized goods, off-season availability,
inventory levels, upstream (downstream) supply chain, stock control, value creation.

Management theories Managing

Managerial levels and culture the supply chain

3. Answer these questions.

1. What would you say is the purpose of management?

2. Have you ever worked for a good manager?

3. Why do you think people decide to become managers?
4. Do you think you have the skills to be a good manager?
5. What is the biggest mistake a manager can make?

@ 4. A. You are going to watch a video clip about the concept
of management and its essential elements at the following
link https://drive.google.com/file/d/1BqJCCwBWRaVIqG4Byz
8bDAZziKRvRcDV/view?usp=sharing. Before watching, check
your understanding of the words and phrases in the box by
matching them with their Russian equivalents:

1) accountable (to) adj a) Opuraaup, MacTep

2) stakeholder b) sKcriepTHBIC KaIphl

3) fulfilment of the goal C) BHEIpEHUE, pean3alus NOJIUTHKA
4) implementation of policies d) peanuzanus, JOCTHKEHUE LEIH

5) expert manpower €) MOJJOTYCTHBIN, OTBETCTBCHHBIN

6) foreman f) 3amHTEpEecoBaHHAas CTOpOHA

B. Watch the video and answer these questions.

What topics are covered in the video?

How is management defined?

What is the concept of management?

What functions of management are indicated?

Why is management important?

What levels of management are described in the video?
What management skills are mentioned in the video?

Nk =

C. Watch again and complete the following statements.

1. Management may be defined as
2. The main role of the management is to apply
3. Management does not frame politics, it only implements
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4. Planning, organizing, staffing

5. No enterprise can survive without

6. Managers provide

7. Management helps personality development
8. Top level management consists of

9. The main role of supervisors is

* Reading

Text 1. Nature of Management

5. A. Before reading the text match words with their English equivalents. Use
a dictionary if necessary:

1) MCMOTHUTEILHBIN, PYKOBOISIIIAMA a) broad statement

2) BIOXEHUs, 3aTparhbl (Ha MPOU3BOJICTBO) b) intended results

3) 3aBepuIuTh padboTy c) implement v

4) nocTUYb LIETU d) to use resources efficiently
5) kanpoBoe obecreueHue e) inputs n

6) BBINOJHSATh, OCYLIECTBIISATD; f) to achieve/reach an

o0ecreunBaTh BHITIOJIHEHUE objective

7) 3asiBIeHHE OOIIETO XapakTepa g) staffing

8) HaMEUeHHbIE PE3yJIbTATHI h) executive

9) oneHuBarh padoOTy 1) to accomplish work
10) parmoHaabHO MCIOJIB30BaTh PECYPCHI j) rank and file/operatives
11) psaoBbie COTPYAHUKHA OpraHU3ALMH k) to evaluate work

B. Read the following short plan of the text below and say what ideas are
going to be expressed further:

o definition of management;

o variety of resources used by most businesses;
o levels of management;

o tasks managers face;

o essence of management.

C. Skim the text to see whether your predictions in 5B were correct.

Management is a set of activities designed to achieve an organization’s objectives
by usingitsresources effectively and efficiently ina changing environment. Effectively
means having intended results; efficiently means accomplishing the objectives with
a minimum of resources.

Most businesses use a variety of human, financial, physical, and informational
resources, which are usually called inputs. Managers function to transform these
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resources into the outputs of the business, 1. e. goods and services. In fact, managers’
work can be organized within five functions. Such as planning, organizing, staffing,
leading/directing, and controlling/monitoring.

Organizational members are divided into two categories: operatives and
managers. Operatives or rank and file are people who work directly on a job or a
task and have no responsibility for overseeing the work of the others.

Managers may be classified according to their level or position within the
organization. Most organizations have three levels of management — senior
management (or top management or upper management), middle management and
low-level management.

Top managers require an extensive knowledge of management roles and skills.
President (Am. E.) or chairman (Br. E), managing director (Br. E.) or chief executive
officer (CEO — Am. E.), chief financial officer (CFO) are common titles at this level.
Top managers are executive in nature and define the company’s vision, mission and
objectives.

Mid-managers are those managers who receive broad statements of strategy and
policy from executives and develop specific objectives and plans. They spend a
large portion of their time in planning and organizing activities. Examples of the
titles of middle managers are product manager, department head, plant manager, and
quality control manager.

Lower or first-line managers are those concerned with the direct production of
items or delivery of services. They plan the day-to-day work of employees they
supervise. Moreover, they make sure that needed resources are available and used
wisely. Low-level managers often evaluate the work of their employees and solve
problems that occur in their area. They spend most of their time implementing the
plans of executives and mid-managers. The common titles of first-line managers are
office manager, store manager, loan officer and others.

Management is not entirely scientific. It is a human skill. Business professors
obviously believe that intuition and “instinct” are not enough. There are management
skills that have to be learnt. Some people are clearly unable to put management
techniques into practice. Others will have lots of technique, but few good ideas.
Outstanding managers are rather rare.

D. Scan the text and answer these questions.

1. What is the essence of management?

2. What types of resources is a manager in control of?

3. What are five managerial functions? Comment on them.

4. What two categories are organizational members divided into? How do
operatives differ from managers?

5. What are the three levels of management? What functions do managers of
every level perform?

13



Vocabulary

1) achieve v

2) objective n
3) evaluate v
4) resources v
5) operatives n
6) implement v

6. Match the words with their equivalents:

a) rank and file
b) execute v

¢) monitor v

d) accomplish v
€) assess v

f) goal n

7) administrative adj g) available
8) at one’s disposal h) inputs n
9) keep a check on 1) executive adj

7. Match the words with their definitions:

1) staffing

2) (the) rank and file

3) executive n

4) output n
5) implement v
6) accomplish v

7) mission n

8) monitor v

9) vision n

a) to make a law, system, plan, etc. start to happen
and operate (put (a decision, plan, agreement,
etc.) into effect)

b) the amount of something produced by a person,
machine, or industry

c) observe and check the progress or quality of
(something) over a period of time; keep under
systematic review

d) the ordinary members of the organization and not
its leaders

¢) a manager at the lowest level in an organization,
who deal directly with employees

f) a person with senior managerial responsibility in
a business

g) the continuous process of finding, selecting
evaluating and developing a working relationship
with current or future employees

h) the ability to think about or plan the future with
imagination or wisdom

1) the main idea, the purpose and the drivers behind
a company, which sends the company, it’s executives
and employees along its way in a particular direction

10) first-line manager ) to achieve or complete successfully

8. Fill in the gaps with a suitable derivative of the words in brackets.

1. Strategy (implement) implementation is the process by which an organisation
translates its chosen strategy into action plans and activities.

14



2. Common components of management in different arenas include: selection,
(supervise) , motivation and (evaluate) of staff, scheduling and
planning of workflow.

3. Most management skills are related to six fundamental functions: planning,
organizing, coordinating, directing, (leader) , and (oversee)

4. Business (efficient) refers to how much a company or organization
can produce as it relates to the amount of time, money and resources needed.

5. (Execute) managers may also be tasked with developing new strategies
or plans to help grow the business.

Discussion

9. Work in pairs and discuss these questions.

1. What is management? Is it an art, a science, an instinct or a set of skills and
techniques that can be taught?

2. Management starts with planning. Good management starts with good
planning. Is it true?

3. Could you enumerate the most important character traits, crucial to being a
good manager?

4. Why are mission and vision important for a company? How do they differ?

5. Can you imagine a company performing successfully without management?
Why?

6. Which tier of management (top managers, mid managers or first-line
managers) is more important in your opinion?

Text 2. Corporate Culture and Management Theories

10. A. Before you read match up the English words/ word combinations with
their Russian equivalents:

1) burden of responsibility a) MPUHATUE PELICHUS C YYaCTUEM
PabOTHUKOB

2) collaborative culture b) neneHTpanuzaius BIacTH

3) participative decision making c) paboTa B KOMaH i€ (CHITPAHHOCTB)

4) central pillar d) rpy3 oTBETCTBEHHOCTH

5) decentralization of authority €) NOTPEOHOCTU U YCTPEMIIEHUS

6) micromanagement f) 3HauUMTENbHBIA BKIAL

7) teamwork g) KyJlbTypa COTpYIHUYECTBA
(B KOMITAaHUHN)

8) performance indicators h) nenTpanpHBIN cTOIN (OMOpa)

9) significant contribution 1) mokazarenu 3p(HEKTUBHOCTH

10) needs and aspirations ]) MUKpOYIIPaBIIEHHUE

15



B. Scan the text for the information about different management theories
and their influence on a corporate culture.

Managing a group of people is a very difficult job. In “The Human Side of
Enterprise” Douglas McGregor outlined two opposing theories of work and
motivation. What he calls Theory X is the traditional approach to workers and
working which assumes that people are lazy and dislike work, and that they have to
be both threatened (for example, with losing their job) and rewarded. It assumes that
most people are incapable of taking responsibility and have to be looked after.

Theory Y, on the contrary, assumes that people have a psychological need to
work and want achievement and responsibility. Many people assume that Theory Y
1s more ‘progressive’ than Theory X, but later theorists argued that it makes much
greater demands on both workers and managers than McGregor realized. Abraham
Maslow, for example, spent a year studying a Californian company that used Theory
Y, and concluded that its demands for responsibility and achievement are excessive
for many people. He pointed out that there are always weak and vulnerable people,
with little self-discipline, who need protection against the burden of responsibility.
Even strong and healthy people need the security of order and direction. Managers
cannot simply substitute Theory Y for Theory X.

Quite a few organizations use Theory X today. Theory X encourages use of tight
control and supervision. It implies that employees are reluctant to organizational
changes. Thus, it does not encourage innovation.

Many organizations are using Theory Y techniques. Theory Y implies that
the managers should create and encourage a work environment which provides
opportunities to employees to take initiative and self-direction. Employees should be
given opportunities to contribute to organizational well-being. Theory Y encourages
decentralization of authority, teamwork and participative decision making in an
organization. Theory Y culture searches and discovers the ways in which an employee
can make significant contributions in an organization. It harmonizes and matches
employees’ needs and aspirations with organizational needs and aspirations.

Managers approach the task of directing a group in different ways based on their
management style. There are various management styles based on the assumptions
of both theories X and Y that managers can apply.

Managers who practice Theory X as their adopted management style have a
strong inclination towards systems that favor command and control, authoritarianis
m, micromanagement, and high degrees of supervision to ensure that people do what
needs to be done. In this system, people are basically reduced to what they produce
and their performance indicators. It can create a hostile culture between employees
and supervisors.

Corporate culture affects all aspects of a business, from punctuality and tone to
contract terms and employee benefits. Most scholars see a company’s culture as the
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collection of values, expectations, and practices that guide and inform the actions of
all team members. Managers should keep in mind that, the culture of an organization
is also one of the top indicators of employee satisfaction and one of the main reasons
that almost two-thirds (65 %) of employees stay in their job.

On the other hand, managers who adopt Theory Y assumptions as the base of
their managerial style shape systems where trust in people is one of the central pillars.
This leads to more collaborative culture where decisions are shared and a greater
sense of purpose is shared.

Companies that want to remain relevant and agile, delighting customers and
employees, have to adopt Theory Y assumptions in their corporate culture. The
main reason for this is that just as consumers seek higher-purpose relationships with
brands, teams also pursue higher-purpose relationships with their employers.

Theory X-based cultures will fail to retain the best talent for the simple fact
that knowledge workers cannot tolerate systems based on command and control,
micromanagement, and a management style of the last century.

C. Work in pairs and answer these questions. The words in bold and italics can
help you to catch the main points discussed in the text.

1. What is the essence of Theory X?

Why is Theory Y considered to be more progressive?

What were Abraham Maslow’s conclusions about Theory Y?

Why do companies prefer to adopt Theory Y based management style today?
In what way are managers implementing Theory X characterized?

What is corporate culture? Why is it important?

What are the negative features of Theory X-based cultures?

Nk Wb

Vocabulary

11. Fill in the gaps with the appropriate derivatives of the given words in
brackets.

1. (Participate) Participative Management is a management style that requires
the cooperation of personnel.

2. Company’s corporate (govern) structure is a core of company system,
while (decentralize) of authority and balancing is the core of the structure.

3. Questions about your career (aspire) can help employers understand
your (motivate) other than salary and benefits.

4. In a (collaborate) management environment, a team of managers or
supervisors work together with their employees to ensure the success of an organization,
instead of appointing management (responsible) to a single individual.

5. Creating a great (organization) culture requires developing and
executing a plan with clear objectives.
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12. Make phrases from the text by matching an item from each column.
Translate them into Russian:

1) strong a) control

2) traditional b) pillar

3) tight c) workers

4) hostile d) approach

5) central e) well-being

6) knowledge f) inclination

7) excessive g) decision-making
8) organizational h) demands

9) participative 1) culture

13. Match the words with their equivalents:

1) agile adj a) replace v

2) retain v b) form v

3) substitute v c) control, overseeing n
4) ambitions n d) staff n, employees n
5) personnel n e) keep v

6) excessive adj f) unfriendly adj

7) supervision n g) aspirations n

8) hostile adj h) fast, quick adj

9) shape v 1) supervisory adj
10) managerial adj j) limitless, abundant adj

14. Match the words with their definitions:

1) command and a) 1s a management style whereby a manager closely
control observes and/or controls and/or reminds the work

of their subordinates or employees. Used in the

negative connotation

2) knowledge worker | b) this culture represents the set of processes designed

to promote, facilitate and incorporate collaboration in

the day-to-day operations of an organization

3) corporate culture c) a situation in which managers tell employees everything

that they should do, rather than allowing them to decide

some things for themselves

4) micromanagement | d) allowing or encouraging everyone to take part in

something, especially in making decisions that affect

them
5) collaborative e) also known as company culture, refers to a set of
culture beliefs and behaviors that guide how a company’s

management and employees interact and handle
external business transactions
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6) decentralization f) an employee whose job involves developing and
using knowledge rather than producing goods and
services

g) the transfer of control of an activity or organization
to several local offices or authorities rather than one

single one

7) participative adj

Discussion

15. Provide your arguments to the questions below.

1. If you were a manager, would you support Theory X or Theory Y?
2. In your opinion, are the demands of Theory Y for responsibility and

achievement rather excessive for employees?

3. In what does effective teamwork influence a company’s success? What should

companies do to promote team collaboration?

4. What corporate culture is preferable for you as an employee?
5. Why can Theory X lead to a hostile culture?
6. What should companies do to retain the best employees?

Text 3. Supply Chain Management and Its Tasks

1) customer value

2) supply chain
management (SCM)

3) streamline v

4) cut excess costs
5) upstream adj

6) downstream adj
7) credit terms

8) payment schedule
9) just-in-time

10) perishable products
11) inventory (-ies) n

12) storage n

13) customized goods

14) off-season availability

16. A. Match the list of topical vocabulary with the Russian equivalents to
avoid difficulties in understanding the text:

a) COKpaTuTh M30BITOYHBIC 3aTPATHI
b) ycrnoBusi KpeauTOBaHUS

C) TOBapbl, U3TOTOBJICHHBIE TI0 MHIUBUIYATbHOMY
3aKaszy
d) onTUMHU3UpPOBATh, PALIMOHAIU3UPOBATH
€) TOYHO B CPOK, TOYHO TIO TpauKy
f) cknmagupoBaHue, XpaHeHHE
g) CKOpONOpTAIIAscs MPOAYKIUS
h) ynpaBienue nemnoykamu nocTaBoK
1) Bocxopsmas ((Ilemoyka mocTaBOK) OT MPO-
U3BOJMUTENS K MOCTaBIIMKaM KOMIIOHEHTOB
U CBIPbS)
J) moTpeduTeNbCcKas EHHOCTh
k) rpaduk narexein
) TOCTYMHOCTh B MEKCE30HbE
m) MaTepHaIbHO-IIPON3BOACTBECHHBIC 3aI1achl
n) Hucxoxsmas ((Iernoyka MoCTaBOK) OT MPO-
U3BOJIUTENSI K KOHEYHOMY MOTPEOUTEINIO)
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B. Read and translate the text below, say what its main points are.

Supply chain management (SCM) is the centralized management of the flow
of goods and services and includes all processes that transform raw materials
into final products. It involves the active streamlining of a business’s supply-side
activities to maximize customer value and gain a competitive advantage in the
marketplace.

By managing the supply chain, companies can cut excess costs and deliver
products to the consumer faster and more efficiently. Supply chain management
(SCM) represents an effort by suppliers to develop and implement supply chains that
are as efficient and economical as possible.

Supply chains cover everything from production to product development
including the information systems needed to direct these undertakings.

A supply chain starts with the delivery of raw materials from a supplier to a
manufacturer and ends with the delivery of the finished product or service to the end
consumer.

The upstream portion of the supply chain includes the organization’s suppliers
and the processes for managing relationships with them. The downstream portion
consists of the organizations and processes for distributing and delivering products
to the final customers.

Supply chain management deals with the task of managing three key flows:
material, information and financial. Material flow includes the movement of goods
from a supplier to a customer, as well as customer returns. /nformation flow involves
transmitting orders and updating the status of delivery. Financial flow consists of
credit terms, payments, payment schedules, etc.

Supply chain management focuses on the following activities:

Purchase and supply of materials, components and information. This means that
there are important SCM decisions to be made in terms of the nature of relationships,
the number of supply firms (i.e. multiple or single sourcing) and whether to source
in-house or from an external supplier.

Stock control. Efficient and effective SCM is essential if just-in-time methods
are to be employed.

Distribution strategy. Strategic decisions have to be made about the nature of
distribution channels (direct or indirect, short or long, intensive or selective). These
downstream activities are a key element in marketing, especially for perishable
products — both physically perishable, such as strawberries, and fashion affected,
such as swimwear.

Physical distribution. This includes both storage and transportation.

Every firm strives to match supply with demand in a fast manner and with the
most efficient use of resources. Here are some of the important goals of supply chain
management.
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Supply chain partners work collaboratively at different levels to maximize
resource productivity, construct standardized processes, remove identical efforts and
minimize inventory levels.

Minimization of supply chain expenses is very essential, especially when there
are economic uncertainties in companies regarding their wish to conserve capital.

Cost-efficient and cheap products are necessary, but supply chain managers need
to concentrate on value creation for their customers.

Exceeding the customers’ expectations on a regular basis is the best way to
satisfy them.

Increased expectations of clients for higher product variety, customized goods,
off-season availability of inventory and rapid fulfillment at a cost comparable to in-
store offerings should be matched.

While speaking about supply chain management (SCM) they often use the
term logistics. Logistics and supply chain functions can overlap. Logistics is
generally concerned with strategy and coordination of flows between marketing
and production (i.e. transportation and distribution). Thus it can be seen as part
of the overall supply chain management. Logistics is also considered to have
an intra-organizational focus while SCM is focusing on inter-organizational
relations.

C. Skim the text to answer these questions.

1. What does supply chain management (SCM) involve?

2. What is the essential task of SCM?

3. What do supply chains cover?

4. What is the difference between the upstream portion of the supply chain and
its downstream portion?

5. What are the three key flows, that SCM deals with?

6. What activities does SCM focus on?

7. What are the goals of supply chain management?

8. In what way do they use the term logistics?

Vocabulary

17. Match the words with their equivalents:
1) cost-efficient adj a) resources
2) streamline v b) delicate adj
3) end consumer c) warehouse n
4) raw materials d) final customer
5) customized adj e) economical adj
6) perishable adj f) personalized adj
7) storage n g) rationalize v
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18. Match the words to make common collocations. Reproduce the context

with these partnerships:

1) perishable
2) customized
3) competitive
4) off-season
5) raw

6) finished

7) end

8) in-store

9) financial

a) goods

b) availability
c) product

d) products
¢) advantage
f) materials
g) offerings
h) flow

1) consumer

19. Match the words/word combinations related to Supply Chain Management with
their definitions. Make sentences of your own to illustrate the use of these words:

1) just-in-time adj

2) customer value

3) inventory n

4) upstream adj
5) downstream adj
6) distribution

channel
7) supply chain

Discussion

a) to the raw materials used in production as well as
the goods produced that are available for sale

b) includes all activities related to the organization’s
suppliers: those parties that source raw material
inputs to send to the manufacturer

c) the network of all the individuals, organizations,
resources, activities and technology involved in the
creation and sale of a product

d) is the customer’s perception of the worth of your
product or service

e) denoting a manufacturing system in which materials
or components are delivered immediately before
they are required in order to minimize storage costs

f) refers to activities post-manufacturing, namely
distributing the product to the final customer

g) is a path that a product or service could take on its
way to market

20. Discuss with your partner whether the following statements are true or
false according to the information in the text.

1. A supply chain starts with the delivery of the finished product or service to

the end consumer.

2. The downstream part of the supply chain consists of the organizations and
processes for distributing and delivering products to the end customers.
3. Financial flow involves transmitting orders and updating the status of delivery.
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4. Efficient and effective SCM is essential for just-in-time methods to be
implemented.

5. Cutting supply chain expenses is recommended, especially when there are
economic uncertainties in companies regarding their wish to conserve capital.

6. There are various opinions about the terms logistics and supply chain
management.

=) Grammar Workshop

The Future Tenses: the Present Continuous, the Future Simple, Be Going To

1. We use the Present Continuous to talk about plans or definite arrangements for
the future:

We’re staying in a small hotel. (we have made the arrangements)

Notice that time expressions are used or understood from the context in order to
show that we are talking about the future (and not the present):

The manager is having a party just after we get back (time expression given). We re
meeting four executives when we are there. (future time expression understood)

2. We use the Future Simple for:

o Decisions made at the time of speaking: My phone is ringing! I will answer it.

o Predictions: Each of these trends will require all our advanced technologies,
organizational skills.

o Promises: / will show you how to send a fax.

o Threats: I will confiscate your phone if you do not help me right now!

o Talking about future facts: This new course will help you to improve your
Business English skills.

o Offering to do something for someone: I will prepare a presentation for you.

o Asking someone to do something: Will you include transport costs in the
purchase price of a product, please?

3. We use Be Going To for:

o Future plans: I am going to the theatre tonight.

o Predictions for the near future based on present situations or evidence: The
price 1s going to be lower because you buy directly from the manufacture.

21. A. Match the sentences and their replies below.

1. What are your predictions for 20307

2. Are you seeing him again soon?

3. We need some more information before we make the decision.
4. Are you going to change jobs this year?

A. Good point. I’ll get the systems engineer to come in right away.
B. I think things will get better.

C. Possibly, but nothing arranged yet.

D. With any luck, I will!
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B. Arrange the sentences above in the following table according their functions.

Function

Sample sentence

Tense

Structure

Arrangements
(e.g. in my diary)

Plan
(e.g. an ambition)

Prediction
(i.e. a future fact)

Spontaneous intention
(i.e. decided at the
moment of speaking)

22. Complete the dialogues using the correct form of will/going to.

— Did you pick up the Business Journal for me?

— Oh no, I forgot. I go back for it now.
— What about having a meeting on Friday about the project?
— Good idea, I ask my line manager if he is available.

— Are you both leaving already?

—Yes, we

to visit a client.

— Have you booked your flight yet?

— No, I think I do it later once I have checked prices.
— Why have you booked the Hotel Magnifico for next week?

- We launch a new product there?
— What wear for the office dinner?
— I am not sure yet.

— Did you see the training course brochure?
do the presentations skills course.

—Yes, I

— Shall we go out for lunch?

— I am afraid Jason and [

— Did you speak to Jenny?

— Whoops! I forgot. | phone her now.

=) Assessment and Critical Thinking

attend an exhibition.

23. Revise the topical vocabulary and be ready to respond to sample questions
for academic discussion. Discuss in pairs the questions that follow.

1. How can management be defined? Is it an art or a science?
2. What management levels exist in a company?
3. What are the typical duties of each managerial level?

4. In what way is Theory X different from Theory Y?
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5. What is the role of distribution in supply chain management?

6. What are the most obvious benefits of the efficient supply chain management?

7. Why does supply chain management have to deal with the task of managing
three key flows?

8. What should be the most important goals of SCM?

24. Discuss the following situations with a partner and provide your ideas and
solutions.

1. Comment on the quote by George R Terry (1877-1955): “Management is a
distinct process consisting of planning, organizing, actuating and controlling; utilizing
in each both science and art, and followed in order to accomplish pre-determined
objectives.” What would say to support this statement?

2. Douglas McGregor is the theorist credited with developing two contrasting
theories X and Y. More specifically, these theories refer to two management styles:
the authoritarian (Theory X) and participative (Theory Y). Which theory do you
support? Why?

3. If you were to be a chief executive officer of a certain successful company,
what vision, mission and objectives would you define for your company?

4. You believe that corporate culture is more important than any management
theory or style. What arguments would you provide?



Unit 2
ACCOUNTING

Study your accounting. As an entrepreneur,

you should not make an excuse not to learn this vital subject.
It is, after all, the language of business.

Abdul Malik Omar

Topic for Communication. Accounting and bookkeeping, accounting systems,
the main types of financial statements, the accounting profession.
Grammar Focus. Verbals: gerunds and infinitives.

Content Map.
Accounting W ( Accounting statements
J <
Accounting system
2\ )
Bookkeeping Professions

in accounting

=) Vocabulary File

Study the list of topical vocabulary and check the pronunciation if necessary.
Choose 2—-3 words from the vocabulary file to speak about each element of the
content map above.
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account(s) »
~ payable

~ receivable

profit and loss ~
accountant n

private ~

certified public ~
accounting n

cost ~

managerial ~

tax ~
creative ~

~ period
audit
auditor n
balance »

~ sheet
bookkeeping by
double entry
break-even
capital n

~ stock —

working ~

venture ~
depreciation »

double entry »
entity n
equity »

financial statement
summary ~
goodwill n

cueT(a), OTYETHOCTh

cyeTa KpeIuTOpOB, CTaThs MAaCCUBOB, KPEAUTOPCKAS
3aJ10JKEHHOCTh

cdera JeOUTOPOB, NEOUTOPCKAs 3a/10JKEHHOCTD;
CTaThsl aKTUBOB

cyeT NpUObUIN U yOBITKOB

OyxranTep

YACTHOIPAKTUKYIOIIHUIA Oyxranrep
JUIUIOMUAPOBAHHBIA OyXranTep-peBU30p, ayaJuTop
OyXrajaTepckui yder

KaJIbKYJIAIMS 3aTpar (y4eT Uu3AepKeK SIKOHOMUYECKON
JeSATeIbHOCTH)

ynpasjieHuecKkuil yueT (coop u 00paboTka nHbopMaIuH,
MOJIE3HOM ISl TEKYIETro YIpaBieHus GupMoil)
HaJIOTOBBIN y4eT

«M300peTaTeNbHbI» OyXranTepckuil y4yeT (¢ Lelbio
YKJIOHEHUS OT KOHTPOJIS HaJl SKOHOMUYECKOM JIesATEIb-
HOCTBIO)

OTYETHBIN TTEPUOT

ayJIuT, ayauTOpCKas MpoBepKa

ayIuTOp, PEBU30P

OajaHC, caJibJ0

0aJlaHCOBBIN OTYET

JBOIHasi OyXraiaTepus

0e3yOBITOYHOCTD

KaruTanl

OCHOBHOM KamuTal

00OPOTHBIN KamuTal, TEKYIIHE aKTHUBBI
BEHUYPHBII KanuTal

1) cHMXKEHHE CTOMMOCTH, O0eCIIEHUBAHHUE;

2) amopTu3alus

OyXraJlTepCcKui ydeT METOAOM JIBOMHOMN 3alicHu
AKOHOMHUYECKHUI CYyObEKT

CTOMMOCTb KanuTaja 3a BHIYETOM 0053aTeNbCTB,
YUCTHIE aKTUBBI (KOMITAHUH )

(MHAHCOBBIN OTYET

KpaTKui (PMHAHCOBBIA OTYET

«TYJIBWD», YCIIOBHAsi CTOMMOCTh HEMAaTepUaIbHbIX
AKTUBOB (DUPMBI

27



ledger n IJaBHasg OyXxrajiTepckas KHHUra

liquidity » JIMKBUIHOCTD
overheads/overhead HenpousBonUTENbHBIE U3IEPKKU
profitability » peHTa0eTbHOCTh
record » 1) 3anuch, mpoTokod; 2) rpaMMoOHHAs TUIACTUHKA
pay-roll record 3alHCh B IUIATEKHOU BEIOMOCTHU
travel records 3aMMCH M0 KOMaHIUPOBOYHBIM pacxojam
entertainment records 3amucH Mo MPEICTABUTEILCKUM pacxoiam
record book KHUTA 3aliCU y4yeTa OyXTalTepCKUX Orepaliuii
recording » perucTpanus, 3arnmuch
retained profit HepacripeieieHHas: MPUObLIH
revenue 7 JI0XOJ1, BBIpyYKa
summarize v MOJIBOJUTH UTOT, CYMMUPOBATh, PE3IOMUPOBATH
solvency 7 IIATEXKECIIOCOOHOCTh, KPEAUTOCIIOCOOHOCTh
transaction » CIIEJIKa, CONIAIIEHUE, OIleparus
to conduct ~s 3aKJII0YaTh CIEJIKH, BECTH IIEPETOBOPHI
business ~s JIEJIOBBIC OIEpaIiu
financial ~s (uHaHCOBBIE ONEpanuu
temporary ~s BPEMEHHBIE CIIEIKU
internal ~s BHYTPEHHHE XO3SUCTBEHHBIE OIEpaluu
external ~s BHEIIIHUE XO35ACTBEHHbIE ONEepalun
turnover n 000poT, TOBapoOOOPOT (CyMMapHasi CTOUMOCTb
IIPOJIAXK 33 OTYETHBIN MEPUOJ JJISI OTIEIBHON
KOMIIQaHWH )

=)> Starting Point

1. Pronounce the international words correctly:

‘audit con tractual
‘auditor ex ternal
‘balance f1'nancial
‘ethical 11 quidity
‘finance mana’gerial
‘record tran'saction

2. Organise the word combinations related to the topic Accounting in the
table below. Work with a partner and compare your answers.

External (internal) transactions, financial and managerial accounting, profitability
and solvency of the company, operating performance, external reporting, the double-
entry system of bookkeeping, tax authorities, income statement, cash flow statement,
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assets and liabilities, going concern, shareholders’ equity, basic accounting equation,

public accounting, private accounting, technical and ethical standards, public
disclosure.

Accounting system Financial statements Professions in accounting

3. Answer these questions.

1. Have you ever thought about the importance of accounting for business?

2. Do you know the difference between accounting and bookkeeping?

3. What are the main purposes of accounting?

4. Does accounting help managers evaluate operating performance of the
firm?

5. What are the main professions in accounting?

6. Do you think accounting is a profession with the same importance as the
medical or legal one?

Vs Bookkeepmg at https://drive.google.com/file/d/1W-
WOs5MNt71U1XX4bcptwe3XYn_7aKL5/view?usp=sharing.
Before watching, check your understanding of the words
and phrases by matching them with their definitions:

1) to keep track a) deal

2) financial report b) money that is owed by a company

3) transaction ¢) a person whose job is to prepare tax

4) accounts payable d) money that is owed to a company

5) accounts receivable ¢) to continue to be informed or know about or
something

6) payroll f) a written or spoken account of the financial
situation in a company

7) tax preparer g) certified public accountant

8) CPA h) a list of those employed by a company
showing how much each one earns

B. Watch the video and discuss.

1. Who is responsible for recording transactions of a company?
2. Who performs financial reporting?

3. What are the main duties of bookkeepers/accountants?

4. What are tax preparers responsible for?

5. Who can perform all three tasks?
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=) Reading

Text 1. What is Accounting?

5. A. Before reading the text match the Russian word combinations with their
English equivalents:

1) GromKeTHBIE OpTraHU3AINH a) to conduct transactions
2) BHYTPEHHS XO35MCTBEHHAs ONEpalus b) profitability and solvency
3) OyxraaTepckoe J1eno / y4eT c) to levy/ collect taxes

4) peHTabenbHOCTh U KPEAUTOCIIOCOOHOCTD d) external transaction

5) MaHUMYJSAIUU € OyXTaJITepCKOH e) creative accounting

OTYETHOCTBIO

6) yueT u3AepKeK MPOU3BOCTBA f) accounting

7) 3aKio4yaTh CHEIKU g) cost accounting

8) 10pUINYeCKU KOHTPAKT h) non-profit organisations
9) BHEIIHSST XO35IUCTBEHHAsT OTlepaIus 1) legal contract
10) B3uMath HaIOTH j) internal transaction

B. Read the text and focus on the main functions of the accounting system.

Accounting is the process by which the profitability and solvency of the
company can be measured. Accounting is the recording, classifying, summarizing,
and interpreting of financial events and transactions to provide management and
other interested parties with the information they need to make better decisions.
Transactions include buying and selling of goods and services, acquiring insurance,
using supplies, and paying taxes.

One purpose of accounting is to help managers evaluate the financial condition
and the operating performance of the firm so that they may make better decisions.
Another is to report financial information to people outside the firm such as owners,
lenders, and government (for tax purposes).

The accounting systems. The methods used by a business to keep records of its
financial activities and to summarize these activities in periodic accounting reports
comprise the accounting system that performs three functions.

The first function of an accounting system is creating information that is a
systematic record of the daily business activity. It is carried out by means of recording,
classifying and summarizing information. Its second function is communicating the
summarized information to interested parties. The third function is interpreting the
accounting information as it relates to specific business decisions.

In accounting, business activities are associated with transactions.
A transaction occurs whenever the firm enters into a legal contract for the
acquisition of means of production or the sale of goods and services. Transactions
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between the firm and its markets — both its supply markets and its selling
markets — are defined as external transactions. Transactions within the firm,
consisting of the exchanges which occur between the various departments are
defined as internal transactions.

The totality of internal transactions forms the subject matter of management or
cost accounting which provides information for managers to use for running their
company. It is the recording and controlling of all the expenditures of an enterprise
in order to facilitate control of separate activities.

The totality of external transactions forms the subject matter of financial
accounting which is used to deal with the world outside the organization. This external
financial accounting reports financial conditions to stockholders, employees, banks
and other financial institutions, and to the government, when required. External
reporting is especially important to corporations that must send financial statements
to owners, potential investors, brokers, stock exchangers, regulatory agencies, tax
authorities and others.

Sometimes companies turn to creative accounting that comprises all available
accounting procedures and tricks to disguise the true financial position of a company.

The range of those who use accounting information includes:

Individuals. People use accounting information in day-to-day affairs to manage
their bank accounts, to evaluate job prospects, to make investments, and to decide
whether to rent or to buy a house.

Investors and creditors. Investors provide the money that businesses need to
begin operations. To decide whether to help start a new venture, potential investors
evaluate what income they can reasonably expect on their investment.

Government regulatory agencies base their regulatory activity on the accounting
information they receive from firms.

Tax authorities. Local, state, and federal governments levy taxes on individuals
and businesses using the accounting information they present, thus fax accounting is
used for calculating an individual’s or a company’s liability for tax.

Non-profit organisations such as churches, most hospitals, government agencies,
and colleges, which operate for purposes other than to earn a profit — use accounting
information in much the same way that profit-oriented businesses do.

The inputs to an accounting system include sales documents and other documents.
The data are recorded, classified, and summarized. They are then put into summary
financial statements such as the income statement and balance sheet.

Inputs include: accounting documents, sales documents, purchasing documents,
shipping documents, payroll records, bank documents, travel records, entertainment
records.

Accounting versus Bookkeeping. Bookkeeping involves the recording of
economic activities. It is a mechanical process that does not demand much creativity.
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Bookkeeping is part of accounting, but accounting of data, it is only a small part of
the field of accounting and probably the simplest.

Accountants classify and summarize the data. They interpret the data and report
them to management. They also suggest strategies for improving the financial
condition and progress of the firm. Accountants are especially valuable for income
tax preparation and analysis. So, accounting involves the gathering and recording
of transactions and the periodic preparation of financial statements that summarize
those transactions. A person might become a reasonable proficient bookkeeper in a
few weeks or months, however, to become a professional accountant requires several
years of study and experience.

If you were a bookkeeper, the first task you would perform is to divide all of
the firm’s paperwork into meaningful categories. Those categories would probably
include the following:

o sales documents (sales slips, cash register receipts, and invoices);

o purchasing documents;

o shipping documents;

o payroll records;

o bank documents (checks, deposit, slips);

O business trip expenses;

o entertainment records.

So, you would have several piles of papers. You don’t want the piles to get
too unmanageable, that is why you must begin to record the data from the original
transaction documents (the sales slips and so on) into record books. (Thus, the term
bookkeeping.) These books are called journals. They are the books where accounting
data are first entered.

C. Review the following sentences and mark them as true (7) or false (F).
Correct the statements, which are false.

1. Accounting transactions help both managers and owners of the company.

2. The only function of an accounting system is summarizing information.

3. When a company enters into a legal contract outside it makes an external
transaction.

4. The information provided by cost accounting helps company managers
facilitate control of separate activities and better run their company.

5. Neither government nor corporations are interested in financial reports of a
company.

6. The bookkeepers interpret the data and report them to management. They also
suggest strategies for improving the financial condition and progress of the firm.

7. The first task of a bookkeeper is to divide all of the firm’s paperwork into
meaningful categories.
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Vocabulary

6. Study the difference between the following synonyms. Then use them in
the sentences that follow.

Evaluate. If you evaluate something you decide on its significance, value, or
quality after carefully studying its good and bad features.

Estimate. If you estimate an amount or quality you calculate it approximately,
you make judgment about it based on the available evidence.

Appreciate. If you appreciate something, for example a piece of music or good
food, you recognize and understand the good qualities or features that it has and like
or admire it because of them.

l.

N e N

They meet monthly to discuss policy and the current political situation.
They really the peace and quiet of rural Wales.

The hurricane caused damage at 300 mln pounds.

How would you our chances?

He is the kind of individual that’s very hard to

The lawyers the property at 90 thousand pounds.

The builder the cost of repairing of roof at 600 pounds.

It can explain why actual costs varied from costs

I would the size of the garden at 1000 square metres.

7. Choose the right definition to the words and expressions:

1) bookkeeping a) transactions between the firm and its markets
2) accounting b) writing down the details of transactions (debits

and credits)

3) managerial accounting | c) keeping financial records, recording income and

expenditure, valuing assets and liabilities, and

SO on
4) internal transactions d) using all available accounting procedures and
tricks, to disguise the true financial position of
a company
5) tax authorities e) recording and controlling of all the expenditures

of an enterprise in order to facilitate control of
separate activities

6) tax accounting f) inspection and evaluation of accounts by a
second set of accountants

7) auditing g) transactions within a firm

8) creative accounting h) local, state, and federal governments that levy

taxes on individuals and businesses

9) external transactions 1) calculating an individual’s or a company’s

liability for tax
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8. Fill in the gaps. Choose the right variant from the words in the box.

challenge ¢ insolvent ¢ profit * solvent
decision makers * means * accounting

1. The purpose of is to provide financial information about the economic
entity. 2. The of creating accounting information are recording, classifying
and summarizing. 3. Financial information provided by an accountant is needed
by managerial to help them plan the company’s activities. 4. The purpose
of each business is to earn . 5. Every economic entity should stay
that is to have sufficient cash to pay debts. 6. The company that is unable to meet
its obligations is called . 7. To meet of our society we need some
knowledge of accounting.

Discussion

9. Work in pairs and discuss the following questions.

. What is the definition of accounting?

. What is accounting system?

. What are the functions of accounting system?

. What means are used for creating information?

. What is the difference between external and internal transactions?
What is the subject matter of managerial/cost accounting?

. What is the subject matter of financial accounting?

How can you define creative accounting?

Who are the users of accounting information? Why do they need it?
. What is the difference between accounting and bookkeeping?

00N R L~
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Text 2. Financial Statements

10. A. Before reading about financial statements check your understanding of
some basic terminology by matching up the English word combinations with
their Russian equivalents:

1) going concern a) MepBOHavYabHAs 3aKyIOYHas I[eHa

2) fixed assets b) amopTHU3allMOHHBIE OTUYUCIICHUS

3) original purchase price C) COOCTBEHHBIN KamuTall aKIMOHEPOB

4) depreciation charges d) oTueT 0 NBWKEHUU JCHEKHBIX CPEJICTB

5) historical cost accounting €) QYHKIHOHUPYIOIIEE MPEAIPUITHE

6) replacement cost accounting f) oruer o MpPUOBLIAX U yOBITKAX

7) shareholders’ equity g) OCHOBHBIEC CPEICTBA, (DUKCUPOBAHHBIE
AKTUBBI
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8) profit and loss account (GB)/| h) cucrema yuera mo nepBoHavaILHOM

income statement (US) CTOMMOCTH
9) cash flow statement 1) cucTeMa y4eTa Mo CTOUMOCTH
3aMEIICHHSI

B. Read the text and focus on the main types of financial statements.

In accounting, it is always assumed that a business is a going concern, i.e. that
it will continue indefinitely into the future, which means that the current market
value of its fixed assets is irrelevant, as they are not for sale. Consequently, the
most common accounting system is historical cost accounting, which records
assets at their original purchase price, minus accumulated depreciation charges.
In times of inflation, this understates the value of appreciating assets such as
land, but overstates profits as it does not record the replacement cost of plant or
stock (GB) or inventory (US). The value of a business’s assets under historical
cost accounting — purchase price minus depreciation — is known as its net book
value. Countries with persistently high inflation often prefer to use current cost
or replacement cost accounting, which values assets (and related expenses like
depreciation) at the price that would have to be paid to replace them (or to buy a
more modern equivalent) today.

Company law specifies that shareholders (GB) or stockholders (US) must be
given certain financial information. Companies generally include these financial
statements in their annual reports.

The balance sheet presents a snapshot of the company’s resources and claims
against those resources at a specific point of time. The balance sheet shows a
company’s financial situation on a particular date, generally the last day of the
financial year. It lists the company’s assets, its liabilities, and shareholders’
(stockholders’) funds.

The profit and loss account (GB) or income statement (US) shows the
profitability of a company over a specified period of time. A company’s profit or net
income is equal to its revenues and gains minus its expenses and losses. The first
figure should obviously be higher than the second, i.e. there should be a profit.
Part of the profit goes to the government in taxation, part is usually distributed to
shareholders (stockholders) as a dividend, and part is retained by the company.

The statement of changes in shareholders’ equity analyzes the changes from
year to year in shareholders’ equity.

The statement of cash flows reports the net cash (inflows minus outflows) from
the three principal business activities — operating, investing and financing.

The footnotes provide more detailed information on the balance sheet and
income statement.
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These financial statements present the accounting information in formal reports
that tell interested groups, such as managers, creditors, potential investors and
government agencies, how the business is doing. These reports are prepared from
accounting information obtained from the various business transactions.

Thus, transactions involving assets, liabilities and capital become the data used
in the preparation of the financial statements.

The Accounting Period. Financial statements are prepared at least once a year.
This is known as the accounting period. An accounting period may follow the
calendar, in which case it begins on January 1 and ends on December 31 of the same
year. This business then has a calendar year accounting period. Any business that has
an accounting period consisting of 12 months other than a calendar year is generally
known as a fiscal-year accounting period.

Organizations may prepare financial statements for periods of time that are
less than the accounting period; such statements are generally known as interim
statements. An interim statement is prepared for a period of time other than a fiscal or
calendar year. Examples of interim statements are statements prepared for 6-month,
3-month, or even monthly periods. Regardless of the periods of time covered by the
individual financial statements, the kinds of information presented by the various
statements do not change.

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

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

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

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

[E—

Companies record their fixed assets at historical cost because
Historical cost accounting usually underestimates,

Countries with a regularly high rate of

Company profits are usually split,

Double-entry bookkeeping requires that

The balance sheet shows a company’s financial situation on
A company’s profit or net income is equal to

The statement of cash flows reports

The footnotes provide more detailed information on

WX N R WD

Vocabulary

11. Fill in the gaps, using the words given below.

investors ¢ items * expense * position
strength ¢ loss ¢ year ¢ earned ° lists

The income statement shows how much the company ~ orlostduringthe
While the balance sheet shows the financial of the company by reflecting
its financial at a given date, the income statement may be of greater interest
to because it shows the result of its operating activities for the whole year. It
serves as a valuable guide for future activities.
The income statement revenue and . A comparison of these two
will show either net income or net

longer ¢ a firm ¢ prepare * once
business ¢ weekly ¢ chosen

Accounting period is the period over which prepares its income statement
and at the end of which it draws up its balance sheet. Joint stock companies
these accounts at least a year, but trading companies prepare trading accounts
much more frequently, perhaps to check the progress of their

An accounting period for tax purposes is the period for which corporation tax
liability must be calculated. An accounting period can never be than 12 months
but it can be less. The dates for the accounting period are by the company.

12. Match the words with their definitions:

1) going concern a) an amount in accounting that is commonly a
fixed percentage of the original cost of a
property and that is periodically charged off
to expense or against revenue in order to
compensate for the depreciation of the property
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2) assets b) a measure of value used in accounting in which

the value of an asset on the balance sheet is

recorded at its original cost when acquired by

the company

3) liabilities ¢) an accounting term for a company that has

the resources needed to continue operating

indefinitely until it provides evidence to the

contrary

4) depreciation charges d) the price that an entity would pay to replace

an existing asset at current market prices with

a similar asset

5) historical cost e) resources with economic value that an
accounting individual, corporation, or country owns or

controls with the expectation that it will

provide a future benefit

6) replacement cost f) something (such as the payment of money) for
which a person or business is legally responsible

g) the value of all sales of goods and services

7) cash flow statement recognized by a company in a period
h) one of the financial statements issued by a
8) revenue business, and describes the cash flows into

and out of the organization

13. Fill in the gaps with the appropriate derivatives of the given words in
brackets.

1. The balance in the (depreciate) expense account increases over the
course of an entity’s fiscal year.

2. The company may use the (replace) cost to increase its valuation.

3. Accountants call the debts you record in your books as (liable) , and

knowing how to find and record them is an important part of bookkeeping and
accounting.

4. It is stated that, (profit) 1s a (measure) of efficiency — and
ultimately its success or failure.

Discussion

14. Work in pairs and discuss the following questions.

1. What is the main difference between historical cost accounting and current
cost or replacement cost accounting?
2. What questions do financial statements answer?
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What documents are financial statements based on?

What does the balance sheet show?

What information does the income statement have?

What information is given in the statement of changes in shareholders’ equity?
What is the idea of the accounting period?

What is the importance of accepted accounting standards?

How does the double entry system work?

. What groups of people are interested in financial statements?

SO XTI REW
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Text 3. Profession of an Accountant

15. A. Match the list of topical vocabulary with the Russian equivalents to
avoid difficulties in understanding the text:

1) public accountant a) 4aCTHBIN Oyxranrep
2) private accountant b) m1aBHBIN (UHAHCOBBINA JUPEKTOP
3) government agency C) ayauTop, OyXrajaTep-peBU3op
4) certified public d) myOGnmu4yHOE pacKphITHE
accountant (CPA) uH(popManuu
5) public disclosure €) IPaBUTEIILCTBEHHOE YUPEKICHHUE
6) invoice f) KoHCyIBTHPOBaHKME TIO BOIPOCAM YIIPABICHHUS

7) management consulting | g) KOHTpaKTHbIE 00s3aTEIHCTBA

8) contractual obligations | h) cuer-hakrypa

9) chief financial officer 1) cepTUPUIMPOBAHHBIN ayqUTOD,
JUIJIOMUPOBAHHBIN OyXrajirep BbICHIEH
KBaJIM(DUKALIUU

B. Read the text and focus on the following: 1) general classification of
accountants and their functions; 2) ethical behaviour of accountants.

Accounting is an old profession. Records of business transactions have been
prepared for centuries. However, only during the last half-century accounting has been
accepted as a profession with the same importance as the medical or legal profession.

Positions in the field of accounting may be divided into several areas. Two
general classifications are public accounting and private accounting,.

Public accountants are those who serve the general public and collect
professional fees for their work. Their work includes auditing, income tax planning
and preparation, and management consulting. Public accountants are a small fraction
(about 10 percent) of all accountants. Those public accountants who have met certain
professional requirements are called Certified Public Accountants (CPAs).

Private accountants work for a single business, such as a local department
store, the McDonald’s restaurant chain, or the Eastman Kodak Company. Charitable
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organizations, educational institutions, and government agencies also employ private
accountants.

If you are interested in a career in accounting, consider these jobs:

A bookkeeper maintains a company’s financial records. They might also receive,
document and handle cash and checks from clients. They create reports based on the
company’s financial transactions.

An auditor uses auditing platforms to analyze a company’s financials for public
disclosure. They monitor claims activities and identify violations in contractual
obligations.

A senior accountant is responsible for the preparation and recording of assets,
revenue, expense and liability entries to the general ledger. They work with the
CFO and bring attention to any issues found in the accounting records and review
transactions and invoices as necessary.

A chief financial officer (CFO) executes the economic strategies of a company.
They develop strategies to increase revenue while reducing costs. They support the
chief executive officer and prepare financial plans and supervise the preparation of
financial statements and tax documentation.

Several accounting organizations have formulated codes of ethics that govern
the behaviour of their members. “Code of Professional Conduct” adopted by the
American Institute of Certified Public Accountants reads:

o Membership in the American Institute of Certified Public Accountants is
voluntary. By accepting membership, a certified public accountant assumes an
obligation of self-discipline above and beyond the requirements of laws and
regulations.

o In carrying out their responsibilities as professionals, members should exercise
sensitive professional and moral judgments in all their activities.

o Members should accept the obligation to act in a way that will serve the
public interest, honour the public trust, and demonstrate commitment to
professionalism.

o A member should observe the profession’s technical and ethical standards,
strive continually to improve competence and the quality of services, and discharge
professional responsibility to the best of the member’s ability.

o To maintain and broaden public confidence, members should perform all
professional responsibilities with the highest sense of integrity.

o A member should maintain objectivity and be free of conflicts of interest in
discharging professional responsibilities. A member in public practice should be
independent in fact and appearance when providing auditing and other attestation
services.

Some business firms have also developed codes of ethics for their employees to
follow. But there is something more than merely making sure you are not violating
a code of ethics. Most of us sense what is right and wrong. An accountant’s most
valuable asset is his or her reputation.
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C. Match the sentence parts to make correct statements.

1. Both profit and non-profit organizations

2. Public accountants are those who

3. To do an audit, there must be information in a

4. The final stage in the audit process is

5. The function of accounting is to provide certain types of

6. Auditing is the process of recording, classifying and summarizing
economic

a) serve the general public and collect professional fees for their work;

b) the audit report;

c¢) quantitative information that management can use to make decisions;

d) verifiable form and some standards by which the auditor can evaluate the
information;

e) events in logical manner for the purpose of providing financial information
for decision-making;

f) deal with budgets, payrolls, rent payments, and the like.

Vocabulary
16. Match the words and word combinations with their definitions:

1) an auditor a) maintains a company’s financial records

2) a private accountant b) works for a single company

3) a certified public c) an experienced and well-trained person who

accountant (CPA) works on financial accounting and managerial

accounting tasks

4) a bookkeeper d) an accountant whose services (to prepare
financial documents) are available to the
public

5) a chief financial e) is a designation provided to licensed accounting

officer (CFO) professionals

6) a public accountant f) a person whose job is to make an official
examination of financial records

7) a senior accountant g) holds the top financial position in an organization.
They are responsible for forecasting the
organization’s financial standing based on
financial and operational data and reports
provided by the finance and accounting teams
and advising the CEO and board on strategic
direction
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Discussion

17. In groups, think about job environment, responsibilities of different types of
accountants. Fill in the table below and share your ideas with the fellow students.

Types of accountants Job environment Responsibilities
public accountants
private accountants
bookkeepers
auditors
chief financial officers

18. Work in pairs and discuss the following questions.

1. What are the likely areas that accountants might be engaged in?

2. What are the peculiar features of certified public accountants?

3. What career paths are available to those interested in accounting?

4. What are the job responsibilities of an auditor?

5. What does holding a post of chief financial officer involve?

6. What are the main principles included into the Accountant’s Code of
Professional Conduct?

=» Grammar Workshop

Verbals: Gerunds and Infinitives

Gerunds have the following uses:
o after prepositions: e.g. He joined us after working for a competitor;
O as a noun: e.g. Registering as a seller only takes a few minutes,
o after certain expressions (there’s no point; it’s no use; it’s no good; it’s no worse;
have difficulty; be used to) e.g. There’s no point bidding now. It has been sold;
o after certain verbs (admit, attempt, avoid, begin, consider, continue, delay,
dislike, enjoy, finish, go, involve, keep, like, mention, miss, prefer, postpone,
practice, propose, recommend, report, risk, start, stop, suggest);
e.g. We have just finished preparing the new website.
Infinitives have the following uses:
o after adjectives: e.g. The website is very easy to use;
o showing purpose: e.g. Some people quit jobs to become eBay traders;
o after certain verbs (afford, agree, aim, arrange, decide, demand, expect, fail,
hope, intend, manage, need, offer, plan, prepare, promise, refuse, train, want);
e.g. Many rivals aim to build bigger websites,
o after certain verbs + object (advise, allow, ask, cause, enable, expect, help,
invite, lead, permit, persuade, remind, teach, train, trust, urge, use, warn);
e.g. We asked him to present the figures next week.
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19. Complete the sentences below with the verbs in the box using the correct verbal.

organize ¢ imagine ¢ develop
come * save * help * buy ¢ find

1. Would you consider on a demonstration with me next weekend?
2. 1 offered them finish the project buy they refused.

3. new markets is our main objective for next year.

4. The department head proposed a meeting for tomorrow.

5. They are very interested in our new range of products.
6
7
8

. I hope a job in Public Relations.
. I got them on the internet, money.
. It’s hard a more efficient business model than eBay’s.

20. Complete the following profile of Pierre Omidyar, the founder of eBay,
with appropriate gerund or infinitive forms.

The World’s most successful auctioneer

Pierre Omidyar is today at the head of one of the internet’s biggest success stories:
eBay. Born in France, Pierre moved to the USA at the age of six when his father was
given the opportunity of (1) work) working at John Hopkins university. During his

school years in the US Pierre started (2) write) computer programmes for six
dollars an hour. (3) Know) how important computers would become in the
future, de decided (4) apply) for a place at Tufts university. After (5) graduate)

in 1988, Pierre then worked as a software developer before (6) create)
his first start up ‘Ink Development Corporation’ in 1991. The company produced
software that enabled computers (7) read) instructions given by pen and not
through a keyboard. Five years later he succeeded in (8) sell) the company
to Microsoft. It was until 1995 that he came up with the idea of (9) launch)
a website which would serve both a market for (10) exchange) collectors’
items and a forum where collectors could meet (11) discuss) their passion.
From hobby it soon became a full-time occupation and after (12) rename) it
eBay, the world’s most open marketplace was born. Now a billionaire, Omidyar has
set himself a new goal: (13) get rid) of 99 per cent of his fortune during his
lifetime by (14) finance) non-profit-making operations around the world.

=) Assessment and Critical Thinking

21. Revise the topical vocabulary and be ready to respond to the sample questions
for academic discussion.

1. What are the functions of the accounting system?
2. What are the most important financial statements?
3. What are the essential elements of a balance sheet?
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4. Explain why the profession of an accountant has been recently accepted as
a profession with the same importance as the medical or legal one.

5. What skills do you think accountants need?

6. If you could choose, what position in the field of accountancy would you
prefer (accountant, bookkeeper, auditor) and why?

7. What qualities does a good bookkeeper need? Would you like to work as a
bookkeeper?

22. Discuss the following situations with a partner and provide your ideas and
solutions.

1. You have studied the sample balance sheets of some huge companies. Share
with a groupmate your opinion on the following: a) the amount and variability of
assets; b) the amount and variability of liabilities; ¢) the importance and value of
shareholder’s equity.

2. Some business firms have also developed codes of ethics for their employees
to follow. An accountant’s most valuable asset is his or her reputation. What essential
features might be included into Accountants’ Code of Conduct to make it even
more comprehensive. Share your ideas in class.
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Unit 3
THE NEW ECONOMY TRENDS

In the new economy, information, education,
and motivation are everything.
William J. Clinton

Topic for Communication. Considering elements of the new economy, green
production and information technologies as a driving force of productivity the 21st
century.

Grammar Focus. Modal verbs of obligation, prohibition and permission.

Content Map.

Sustainable Technological progress
development
J .
The New Economy
N y
Green Economy IT and digital economy

=) Vocabulary File

Study the list of topical vocabulary and check the pronunciation if necessary.
Choose 2-3 words from the vocabulary file to speak about each element of the
content map above.
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acquisition »
biodiversity »
circular economy
continuous cycle
copyright n
customization »

deplete v
depletion »
disposal »
eco-efficiency »
emit v

emission n

hazardous ~
environment »

to preserve / protect the ~

to pollute the ~
environmentally-friendly adj
greenhouse effect
inclusive adj
inventories (n, pl.)

paradigm n
pollute v
pollutant »
pollution »

environmental ~
recycle v

renewable resources

smart finance / money

sustain v

sustainability »
sustained adj
toxic substances
thumb drive
waste products

npuoOpeTeHue, MOKyIKa

Ouosornueckoe pazHooOpazue
ASKOHOMHKA 3aMKHYTOTO ITUKJIA
3aMKHYTBINA ITUKIT TIPOU3BOJICTBA
aBTOPCKHE TIpaBa

Mon(dUKaIUs B COOTBETCTBUH

C TpeOOBaHUSMHU 3aKa3uMKa

UCTOIATh, HCYEPIIBIBATH

YMEHBIIIEHHE, UCTOLIEHUE (PECYPCOB)
JUKBUAAIMS, YTUIN3AKs (OTXO/I0B)
9K03((HEKTUBHOCTH PUPOAOCOCPEIKCHUS
UCITyCKaTh, BBIJCIATh, H3BEPrarh (Teme,
JIbIM, BBIOPOCHI)

BbIZIeTIeHHE / BEIOpoC (B atMocdepy)
OTaCHOE pachpocTpaHeHue / BIOPOC
OKpykaromiasi cpeaa

OXPaHATh OKPYKAIOIIYIO CPEIy
3arpsi3HATh OKPYKAIOIIYIO CPEIy
AKOJIOTUYECKH OJIArOTPUSTHBIN
MapHUKOBBIN P heKT

WHKJIIO3UBHBIN, 0€3 TMCKpUMHUHALINH

1) HanM4YHbBIE TOBAPHI;

2) MaTepuaIbHO-TIPONU3BOICTBEHHBIC 3aaChI
oOpazen, npuMep, SKIEMILISIP
3arps3HATh

3arpsi3HUTEIb OKPYXKAIOIIEH CpeJibl
3arps3HCHUE

3arpsA3HEHNAE OKPYKAIOLIEH Cpebl
MOBTOPHO HMCITOJIb30BaTh, BO3BPAIIATh

B 000pOT (OTXOJIbI MPOU3BOICTBA)
BO300HOBJIsIEMbIE (BOCTIOJHUMBIE)
MIPUPOTHBIE PECYPCHI

«YMHBIC JIEHBIW», UHBECTHUIINHU, KOTOPHIC
JIEAIOTCS 3HAIOIIMMHI UHBECTOPAMU

B HY)KHOE BpeMs

CIocoOCTBOBAThH (OCYIIECTBICHUIO YET0-J1.);
o0ecneunBaTh

YCTOMYMBOCTb, YCTOMYNBOE PA3BUTHE
JUINTEJILHBIN, CTAOMILHBIN
OTPABIISIOIINE / TOKCUYHBIE BEIIECTBA
dnemika; aen-HaKOMUTENb

OTXO/IbI (MPOU3BOJICTBA)



* Starting Point

1. Pronounce the international words correctly:

‘compromise | al'ternative .ecoe fficiency |  eco logical
‘finance dy 'namic , ' ‘€CO nomic
'innovative phe nomenon ‘inno vation ‘contri bution
‘paradigm pro tection .techn'logical nanotech nology

2. A. Organise the word combinations related to the New Economy in the
table below. Work with a partner and compare your answers.

Health care, innovative industry, transport infrastructure, intellectual property
protection, ecological decision-making, micro enterprise, poverty elimination, climate
change, recycling waste, equal pay for women, water pollution, a conservation of
resources, local production, clean sources of energy, continuous cycle, elimination
of hazardous emissions.

Social issues Economic issues Environmental issues

B. Choose a word combination from each column and say what can be done
to improve the situation with these issues.

3. Answer these questions.

1. What ideas do you get when you hear the term “New Economy”?

2. Do you believe that governments should do more to prevent manufacturers
from polluting or damaging the environment?

3. What examples of green businesses do you know?

4. Can sustainable development and green economy promote economic growth?

@ 4. A. Before you watch avideo on green economy meaning and explanation,
be sure you understand the following phrases by matching with their Russian
equivalents:

1) ecological scarcity a) MpPaKTHKa 3KOMapKUPOBKHU

2) to degrade the environment | b) skonorudeckuii AedUIAT

3) to externalize costs onto C) MEpPEeNoKUTh YacTh CBOUX H3ICPIKEK
society Ha O0IIECTBO

4) eco-label practices d) HU3KOYyTIIEepOIHAsE SKOHOMUKA

5) equity dimensions €) YXYIIIaTh COCTOSTHUE OKPYKAIOIIEH CpeJibl

6) core values f) mapameTrpbl COOCTBEHHOTO KamuTala

7) low-carbon economy g) crpaBeuBas YKOHOMHUKA

8) fair economy h) ocHoBomonararomue EHHOCTH
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d/1VSjGetx1FzP1UCM870BxZd3_JusGXS1k/view sharing complete

the following statements.

environmental risks and 1)
development without 2)

The green economy is defined as an economy that aims at reducing
and that aims for sustainable
. It is closely related with 3) economics but has

ol st

a more politically applied focus. To be green an economy must not only be 4)
but also fair. Fairness implies recognizing global and country level equity 5)

particularly in assuring a just transition to an economy thatis 6)

,resource efficient,

and socially inclusive. A feature distinguishing it from prior economic regimes is the

direct valuation of natural, capital and ecological services as having 7)

value.

C. Watch the video again and answer the questions.

1. What does “fair economy” imply?

2. In what way is it different from the economy on scale production?
3. What do green sticker and eco-label practices mean?

4. How can green economic growth be achieved?

5. Why is it important to promote green practices?

=) Reading

Text 1. Economic Issues for the 21st Century

5. A. Before reading the text check your understanding of some basic
terminology by matching up the following Russian words or word combinations
with their English equivalents:
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1) HacTyIJICHUE SMIOXU WHTEPHETA

2) nepBOHa4YaIbHOE MyOIMYHOE
MPEJIOKEHUE aKINN

3) 6pocoBas obOiuraius (¢ MIOXou
(buHaHCOBOI permyTarue)

4) uckonaemoe TOIIMBO

5) oxpaHa Heap

6) XOpOIlIO OpraHU30BaHHAs 3aIUTa
MHTEJIEKTYaIbHOU COOCTBEHHOCTH

7) npaBa MHTEIEKTYalIbHOU
COOCTBEHHOCTHU

8) HayKOEMKHUI KamuTal

9) HaneneHue COTPYAHHKOB
MOJTHOMOYHSIMU

a) initial public offering (IPO)
b) a junk bond

c) fossil fuel

d) a conservation of resources
e) empowering employees

f) advent of the Internet

g) knowledge based capital

h) intellectual property rights (IPRs)
1) a well-constructed IPR regime



B. Read the text and summarize the information by selecting and reporting
the main features of the New Economy.

The term New Economy describes aspects or sectors of an economy that are
producing or intensely using innovative or new technologies. This relatively new
concept applies particularly to industries where people depend more and more on
computers, telecommunications and the Internet to produce, sell and distribute goods
and services.

The driving force of the 21st century economy is technological progress,
which is a key element of the new paradigm. With the advent of the Internet, the
information revolution seems to be spreading and accelerating rather than slowing
down. Biotechnology is on the verge of having a major economic impact. And in
labs across the world, scientists are driving toward the frontiers of nanotechnology,
with the goal of creating new devices that can transform entire industries. To insure
innovation, intellectual property protection has become one of the main issues of the
knowledge-based industries of the 21st century. Intellectual property rights (IPRs)
are critical for spurring innovation, for stimulating the investments, and for diffusing
technology and other knowledge in socially beneficial ways.

A second key element of the new paradigm is green economics — the recognition
that the conservation of resources and the reduction of waste have become economic
necessities. Today economic growth requires that we transit away from fossil fuels
and squeeze waste out of our production processes. Many environmentalists and
businesses consider renewable energy and local production to be necessary to
economic growth and long-term environmental health.

The world needs also to rethink the role of finance in the economy — shifting
from the current focus on speculation to smart finance that pursues productive
investments. Productive investments put people first, address the global challenges,
and have high-payoffs for improved well-being and quality of life, economic growth
and sustainable development. One of the top priorities for the governments today
1s fo shift financial resources to innovative sectors. Venture capital, initial public
offerings, and junk bonds enable new ideas to get funded relatively easily. Growth in
modern economies is increasingly driven by investment in knowledge based capital
(KBC). Firms today tend to invest as much in KBC as they do in physical capital
such as machinery, equipment and buildings.

Another key element of the new paradigm is the organization of work places.
Productivity in the 2 1st century is enhanced by empowering employees and providing
them with good pay and decent benefits. In this connection, finding talent and
developing creativity is going to be one of the major issues for knowledge based
organizations.

Other elements of the new economic development include a focus on the
problem of providing high quality care — health services, child care, education, and
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services for the elderly. These have become central economic activities and they
need government support.

Each of these trends will require all our advanced technologies, organizational
skills, and creative powers to provide economic security as a component of strong
national security.

C. Scan the text to answer the questions.

1. What is the New Economy?

2. What are the key elements of the new economic paradigm?

3. What are the components of technological progress of the 21st century?

4. What is the role of green economies in the successful development of the
21st century economy?

5. What does the term “smart finance” imply in the 21st century?

6. How is the organization of workplaces viewed today?

7. What is labour productivity in the 21st century characterized by?

Vocabulary

6. Match the words with their equivalents:

1) license n a) flourish v

2) prosper v b) paradigm n

3) flotation n c) patent n

4) framework n d) initial public offering IPO
5) squeeze n e) impact n

6) influence n f) empower v

7) authorize v g) reduction n

7. Match the words with their definitions:

1) nanotechnology n | a) investment in intangible assets
2) biotechnology n b) a branch of technology dealing with the manufacture
of objects with dimensions of less than 100 nanometres
3) smart finance c¢) a security that offers a high yield but often involves
a high risk of default
4) venture capital d) funds controlled by investors who should have special
knowledge of the right kinds of investments to make
5) junk bond e) an intangible asset, such as a copyright or patent
6) intellectual f) capital that is provided for a new commercial
property enterprise by individuals or organizations rather than
those who own the new enterprise
7) knowledge based g) the technique of using microorganisms, such as
capital (KBC) bacteria, to perform chemical processing
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8. Fill in the gaps with a suitable derivative of the words in brackets.

1. The New Economy is the driving force of economic (grow) growth and
productivity.

2. (Intellect) property rights are increasingly critical for spurring (innovate)
, for stimulating the investments, and for diffusing technology.

3. Genetic (engineer) is very (controversy)

4. The old workplace in which managers simply told (employ) what to

do 1s gone. People today most likely work in a team and share in decision making
and other (manage) tasks.
5. The New Economy requires all our advanced technologies, (organization)
skills, and (create) powers to get a better environment in which bright
ideas can flourish.

Discussion

9. Discuss with your partner whether the following statements are true or
false according to the information in the text.

1. The new economy applies to industries where people depend more and more
on computers, telecommunications and the Internet.

2. Nanotech is not an industry in itself, but an enabler across all industries

3. Today economic growth is based on the use of fossil fuels.

4. Economic growth is increasingly becoming dependent on the wide range of
intangible investments, known as knowledge-based capita.

5. People in modern business prefer working in a team and sharing decision
making and other management tasks.

10. Work in pairs and discuss these questions.

1. How are digital transformation and technological progress changing the
economy in your region?

2. What are some examples of successful green economic projects?

3. Do innovative startups easily obtain external funding for their investment
projects?

4. Do you think new economic trends provide opportunities to small businesses?

5. What are the ways to ensure economic security of a country in the modern
world?

Text 2. Sustainable Development and Green Economy

11. A. Before reading about sustainable development and green economy
practices check your understanding of some basic terminology by matching
up the English word combinations with their Russian equivalents:
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1) sustainable development a) PaBEHCTBO MEXIY MOKOJICHUSMU

2) intergenerational equity b) commaibHasi UHTETpAIHs

3) social inclusion C) YCTOMYHBOE pPa3BUTHE

4) environmental stewardship d) ynpaBiieHue okpyxaroiieit cpenoi

5) green economy €) yIpaBJ€HHE TOBAPHBIMU ITOTOKAMHM

6) greenhouse effect f) sKomorHUecKHn OpUEHTUPOBAHHAS

HYKOHOMHKA

7) materials management g) DKOJIOTMYECKHU yIepo

8) ecological damage h) TpynoBas aucuuIIMHa

9) stakeholders 1) 3aMHTEPECOBAHHbIE KPYTU (CTOPOHBHI)
10) employee morale J) TMapHUKOBBIN 3PdexT

B. While reading the text put down the basic components of sustainable
development and three main stakeholders of green economy.

Sustainable development is development that satisfies the needs of the present
without compromising the ability of future generations to satisfy their own needs. The
three pillars of sustainable development are economic growth, environmental stewardship,
and social inclusion. Another important concept is “intergenerational equity” which
means that life and well-being of future generations must not be compromised by poor
environmental management by the current generation. Besides, our activities must not
compromise the social, cultural, and economic possibilities for future generations.

The Green Economy provides a macro-economic approach to sustainable
economic growth. The Green Economy is defined as one in which value and
growth are maximized across the whole economy, while natural assets are managed
sustainably. It refers to growing economic activity in the green industry sector, and a
shift towards cleaner industries and sectors. The main stakeholders that contribute to
the development of green economy policy are the government, business and humans.

Government intervention in the existing “rules of the game” means the creation
of state regulation regime, which encourages the development of environmental
industries and technologies, the creation of the necessary infrastructure, restructuring
key institutions and reforming tax policy. The government prioritizes infrastructure
projects that are compatible with long-term green economy objectives. Among
them are the projects incorporating renewable electricity into the power system
and a “smart grid”, materials management facilities, etc. Environmental tax reform
is supposed to ensure that infrastructure and innovation spending are targeted to
support a green economic recovery.

Nowadays a green economy in business is closely associated with the term “eco-
efficiency” which is a management philosophy that aims at minimizing ecological
damage while maximizing efficiency of the firm’s production processes, such as
the lesser use of energy, material, and water, more recycling, and elimination of
hazardous emissions of by-products. Eco-efficiency offers a number of practical
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benefits for businesses, including reduced costs, reduced risk and liability — by
“designing out” the need for toxic substances; increased revenue, enhanced brand
image, increased productivity and employee morale, improved environmental
performance achieved by reducing toxic emissions, and increasing the recovery and
reuse of “waste” material.

The circular economy which is a model of production and consumption that
involves sharing, leasing, reusing, repairing and recycling existing materials and
products as long as possible can help achieve green growth for industries.

Humans can also contribute to the development of green economy policy.
Nowadays people do a lot to reduce, reuse and recycle as much as possible. They
save water, electricity and other nature resources; more often use public transport;

if possible, buy products from local producers to reduce air pollution from
transportation of goods; use the alternative sources of energy; buy reusable goods;
recycle waste and everything that can be recycled. Green activists and other pressure
groups are becoming increasingly influential in determining the environmental
policies of large companies.

The government, humans and business should act together. Only a competent
cooperation of these three key groups can bring the most powerful effect in protecting
the environment and in formation and development of green economy and sustainable
development.

C. Work in pairs and answer these questions. The words in bold and italics can
help you to catch the main points discussed in the text.

1. What is sustainable development? What are the three pillars of sustainable
development?

2. How can green economy be defined? What is such an economy supported
and enabled by?

3. What are three main forces that influence the transition process to the Green
Economy?

4. What are the examples of government regulation of green economy?

5. Why is eco-efficiency important for doing successful business? What
practical benefits does it offer?

6. How can people contribute to the development of the green economy policy?

Vocabulary

12. Make phrases from the text by matching an item from each column.
Translate them into Russian:

1) reusable a) cycle
2) continuous b) industries and sectors
3) cleaner c) regulation regime
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4) green d) emissions
5) state e) electricity
6) renewable f) economy
7) environmental g) substances
8) hazardous h) goods

9) toxic 1) tax reform

13. Match the words with their equivalents:

1) encourage v a) toxic/harmful / deadly adj

2) hazardous adj b) help v

3) depletion n C) expansion n

4) restrict v d) foster/ facilitate / boost/stimulate v
5) cooperation n e) exhaustion n

6) contribute v f) interaction n

7) growth n g) closed-loop economy

8) circular economy h) reduce v

14. Fill in the gaps with the appropriate derivatives of the given words in
brackets.

1. Global warming and the (destroy) destruction of the environment are

threatening the planet.
2. The goal of the new sustainable (economic) would be to sustain a
(desire) quality of (live)
3. Small businesses are sources of (employ) and (provide) as
well as (consume) of goods and services that sustain the local economy.
4. Sustainable development recognizes that growth must be both (include)
and environmentally sound to reduce (poor) and build shared

prosperity for today’s population and to continue to meet the needs of future
generations.

5. Kyoto protocol signed in 1997 was designed to reduce (emit) of
greenhouse gases in the interests of controlling global warming.

Discussion

15. Provide your arguments to the questions below.

1. Why is it important for governments to encourage industries, businesses and
consumers to recycle and reduce waste?

2. Is sustainable development possible in today’s world in which people are
becoming richer and consuming more of the Earth’s natural resources?

3. Would you be able to sustain yourself?
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4. Which do you think is the biggest barrier for sustainable business: high costs,
lack of ideas or reluctance to change? Say why.

5. What are the examples of the infrastructure projects that follow green economy
objectives?

6. What are the advantages of wind power / hydroelectric power?

7. Why is circular economy good for business?

Text 3. Informational Technology and the Economy

16. A. Match the list of topical vocabulary with the Russian equivalents to
avoid difficulties in understanding the text:

1) networking n a) MCKYCCTBEHHBIM MHTEJUIEKT
2) scalable adj b) MarepuasbHO-TEXHUYECKOE
obecrieueHue
3) procurement n C) YCKOPATH
4) customization n d) oGmavynHasi BRIYMCIUTENbHAS cpefa
5) cloud computing €) CeTeBbIC TEXHOJIOTHUHU
6) gear up f) unpopmanmoHHOE HEPABEHCTBO
7) dissemination of information g) MoauduUKalKs B COOTBETCTBUU
C TpeOOBaHUSMHU 3aKa3IMKa
8) artificial intelligence h) amanTupyemslii, MaciTaOupyemblIii
9) information inequity 1) pacpocTpanenne nHpopmauu

B. Read and translate the text below, say what its main points are.

Information technology (IT) refers to anything related to computing technology,
such as networking, hardware, software, the Internet, or the people that work with
these technologies. It deals with the acquisition, processing, storage and dissemination
of vocal, pictorial, textual and numerical information by a microelectronics-based
combination of computing and telecommunications.

Information technology has revolutionized business, making it possible to
quickly determine wants and needs and to respond with desired goods and services.
Let us see how IT has shifted the paradigm of the economy in a macroeconomic and
microeconomic sense.

Information technology and macroeconomic changes
1. Changes in production structure. There is a growing demand in the service
fields that require expert knowledge and information.
2. Changes in investment structure. Investment is made in the area of information
and communications.
3. Changes in employment structure. There is a growing demand for experts with
creativity and information technology skills.
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Information technology and microeconomic changes

Changes take place in every part of the business: development of goods,
technology, procurement, production, sales, distribution, and post-sale services.

In terms of the digital economy, information technology creates opportunities
for specialization and cooperation between companies from different regions by
reducing transaction costs, creating ease of access to foreign markets and facilitating
the development of new models of electronic business.

Electronic business or e-business, may be defined as the application of
information and communication technologies (ICT) in support of all the activities of
business. Speaking about e-business one can’t but mention cloud computing — the
practice of using a network of remote servers hosted on the internet to store, manage,
and process data. Key benefits of cloud computing:

o cheap: your IT provider will host services for multiple companies; sharing
complex infrastructure is cost-efficient and you pay only for what you actually use;

o quick: cloud computing allows you to skip the hardware procurement and
capital expenditure phase — it’s perfect for start-ups;

O up-to-date: most providers constantly update their software offering, adding
new features as they become available;

o scalable: cloud systems are built to cope with sharp increases in workload;

o mobile: cloud services are designed to be used from a distance, so if you
have a mobile workforce, your staff will have access to most of your systems on
the go.

Among disadvantages of cloud computing are lack of security and privacy,
dependency on the Internet infrastructure.

Electronic commerce, commonly known as e-commerce or e-tailing is the
exchange of products and services between businesses, groups and individuals and
can be seen as one of the essential activities of e-business. It consists of the buying
and selling of products or services over electronic systems such as the Internet and
other computer networks. E-markets are simply defined as Web sites where buyers
and sellers interact with each other and conduct transactions. The challenge for
online businesses is to not be left behind by modern trends. In practice, this means
paying attention to new opportunities and putting the time and resources into making
the most of them.

Information technologies, such as industrial robots, artificial intelligence, and
machine learning, are advancing at a rapid pace. These developments can improve the
speed, quality, and cost of goods and services, but they also displace large numbers of
workers which may results in high level of unemployment. Governments will need
to think about information inequity, the ways of minimizing misuse of information
technology and information control.
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C. Skim the text and answer these questions.

1. What does information technology deal with? How has IT influenced economic
and social changes in the present world?

2. What specific changes may be traced due to the shift of the economy paradigm
in a macroeconomic sense?

3. What examples of microeconomic changes caused by information technology
are given in the text?

4. How does information technology help the economy?

5. What is electronic business?

6. What are the advantages and weak points of cloud computing?

7. What are the common issues in e-commerce?

Vocabulary

17. Match the words with their equivalents:

1) evolve v a) avoid v

2) paradigm n b) develop gradually
3) skip v c) deal n

4) commerce n d) framework n

5) dispatching e) trade n

6) transaction n f) shipping n

7) remote adj g) entrance n

8) access n h) distant adj

18. Match the words related to online shopping with their definitions. Make
sentences of your own to illustrate the use of these words:

1) (shopping) cart a) online retailer or Internet business

2) cookies b) to Imove from place to place on the internet,
searching for topics of interest

3) banner c) piece of software that acts as an online seller’s
catalogue and ordering process

4) to browse d) small advertisement for one website displayed on

their sites; by clicking on it the user is taken to
the new site

5) dotcom e) the terms and details of a website’s delivery
policies
6) pop-up ad f) advertisement that automatically opens a new

browser window and covers the window the user
was intending to read

7) shipping conditions g) piece of data that can be used to recognize an
online customer and personalize the website
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19. Fill in the gaps with a suitable derivative of the words in brackets.

1. Advances in information technology enforce economic and (society)
changes in the modern world.

2. Cyberspace is increasingly becoming the location of (choose) for
many (retail) because online retailing — or e-tailing brings high revenues.
3. One of the challengers for e-traders is meeting the high (expect) levels

of e-customers who are more demanding, less forgiving and loyal.
4. The digital economy is the worldwide network of economic (active) ,

commercial transactions and professional (interact) that are enabled by
information and (communicate) technologies (ICT).
Discussion

20. Discuss with your partner whether the following statements are true or
false according to the information in the text.

1. The world is now in paradigm shift from the information age to the industrial age.

2. There 1s no demand in the service fields that require expert knowledge and
information.

3. Cloud computing is an example of e-commerce.

4. Electronic commerce consists of the buying and selling of products or services
over electronic systems such as the Internet and other computer networks.

5. The biggest challenge for an online business is to create a website.

21. Work in groups of three to discuss the following questions. Share the
most interesting facts with the class.

1. Which goods and services do you buy online? Which would you never buy
online?

2. Will there come a time when we will do all of our shopping online? Why (not)?

3. What are the benefits to a company doing business online?

4. Why is it important for businesses to stay innovative?

5. What skills need to be developed by countries to remain competitive in
Digital Economy?

6. What are your predictions about the future of information technologies?

=) Grammar Workshop

Modal Verbs of Obligation, Prohibition and Permission

1. Use must, have to, need to for talking about obligations (e.g. rules) and necessity.
You must wear your uniform during working hours. They have to start work at three.
She needs to update her password by the end of the week.
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We use must when the speaker makes a personal decision to do something:

I must remember to change my password.

We use have to when the speaker is talking about a decision made by someone else:
I have to change my password every 12 weeks because it's company policy.

2. Use don’t have to, don’t need to when there is no obligation or necessity to do
something.
Employees don’t have to wear an ID badge.
With flexi time, mo one needs to start or end at a fixed time of day.

3. Use mustn’t, can’t, (be) not allowed to for prohibition (stopping somebody from
doing something).
Employees can’t use the Internet during work time for personal use.
You mustn’t leave the designated area.
Visitors are not allowed to enter this area of the building without a pass.

4. Use can, (be) allowed to for talking about and asking for permission.
We can make personal calls from our workstations at lunchtimes.
You 're allowed to bring your mobile phone into the lab.
At [ allowed to log in to the server from home?

5. Must has no past form. Use had to instead.

They must sign in at reception. (Present)
He had to show his passport at the security desk. (Past)

~N

6. With question forms about rules, use Do I have to 2 or Do I need to
We rarely use must to ask about rules.
Does he have to lock up every day?
Do I need to ask for permission to leave early?

22. A. Work with a partner. Take turns to ask and answer questions about
rules at your work place.

Does your company provide its employees with rules about ?
o use of internet (phones) o punctuality and timing
o behavior towards colleagues O expenses

o dress and appearance o any other areas?

B. Read two rules for employees at a company. Do you have similar rules?
Which parts of the rules are different?

1. Employees must keep passwords secure at all times and have to change
passwords every 12 weeks. Employees are allowed to choose their own password;
note that it needs to be a strong password consisting of at least eight characters
including one number and one capital letter.

2. Employees can access the Internet but are not allowed to download or
upgrade software without permission. Employees mustn’t use personal thumb drives.
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C. Read two more rules for employees. Underline the correct verb in italics.

Employees 1) are allowed to/ need to make personal phone calls from company
phones in the case of an emergency. For any other reason, employees 2) have to/
can't ask for their line managers’ permission before calling. Employees 3) don t
have to/ mustn t access the Internet for personal use during working hours. However,
employees 4) can / must use the Internet as long as it is not excessive and during
lunchtime or breaks only.

D. Finish these sentences about rules and company policies so that they are
true for you.

1. In my company, we have to

2. We don’t have to

3. During working hours, we aren’t allowed to
4. At lunchtime and breaks, we can ,

5. If you work here, you mustn’t

23. Underline the correct verbs in italics to complete the sentences. In two
sentences both verbs are correct.

1. Employees mustn 't/ have to attend at least three online training days per
year to receive a certificate. 2. Can I/ Am I allowed to call my family on this
phone? 3. The system is dangerous. You mustn t/don t have to continue using it.
4. The room over there is for having a coffee and taking a break. Anyone can/
needs to use it. 5. You aren t allowed to/ mustn t smoke anywhere in the office.
Go outside if you need a cigarette. 6. Do we have to/ must wait outside until the
security guard arrives with the key? 7. I am in a hurry. | needn t/ mustn't do it
right now.

24. Rewrite the sentences starting with the words given. Use must, have to,
need to, be allowed to.

1. My job is to welcome guests and answer the phone.
[ have to welcome guests and answer the phone.
2. It 1sn’t necessary to bring your laptop — we have one you can use.

You don’t — we have one you can use.
3. It is forbidden to take these documents out of the building.

You these documents out of the building.
4. Can I use your password to log in?

Am I to log in?
5. Is it the law to drive on the right or the left in this country?

Dol the left in this country?
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=) Assessment and Critical Thinking

25. Revise the topical vocabulary and be ready to respond to the sample
questions for academic discussion.

1. Why do intellectual property rights need special concern today?

2. In what way is the New Economy different from classical economy?

3. What examples of nanotechnological (biotechnological) production in you
country can you give?

4. What happens if countries ignore issues related to sustainable development?

5. What does e-commerce mean? Is it a challenging business? Why?

6. How can government contribute to the development of green economy
policy?

7. How do you see your personal contribution to the process of environmental
protection?

26. Discuss the following situations with a partner and provide your ideas and
solutions.

1. You own a small café. You state that your business is a part of “green
economy”. Explain why and what you have to do keep up the image.

2. You participate in the sustainable development debate. Your role is to prove
that local production is a part of the solution for the New Economy development.
Say why.

3. Comment on the quote by Marshal McLuhan, a Canadian philosopher: “There
are no passengers on spaceship Earth. We are all crew”. Say in what way you make
you native land a better place to live.

4. Say how you understand the concept of the “Green Industrial revolution™.
In what ways i1s it different from the Industrial revolution of the 20th century?

5. You are a CEO of IT business. What are you planning to do to organize a
productive working environment in your company?



Unit4
SHARES AS EQUITY FINANCING

One of the funny things about the stock market is
that every time one person buys, another sells,
and both think they are astute.

William Feather

Topic for Communication. Considering the types of shares and the ways to
acquire them.

Grammar Focus. Tense consolidation: the past simple and the present perfect.

Content Map.

Tygfe‘fé’rfﬁﬁiry’ 1 ( Flotation (IPO)
J/ <
Shares as equity
financing
2\ -
Types of

. Ways of buying shares
issuing shares

=) Vocabulary File

Study the list of topical vocabulary and check the pronunciation if necessary.
Choose 2—-3 words from the vocabulary file to speak about each element of the
content map above.
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bonus issue
bonus shares
dividend #
equity n

~ financing

~ stake
investment

raise money for ~
flotation / IPO / initial
public offering
hedging
issue

scrip ~

rights / bonus /

capitalization ~ (Br)
renounceable rights
issue

non- ~
mutual fund
prospectus n

OOHYCHasi IMUCCHUS

OOHYCHBIC aKITUU

JTUBUICH/, JT0JIsI, BBIILJIaTA MO aKIUSIM
COOCTBEHHBIN (aKIIMOHEPHBIN) KaUTal
J0JiIeBoe (puHAHCUPOBAaHKE, (PUHAHCUPOBAHUE 32
CYET aKIUU

MAKET aKIUn

WHBECTHUIINH

MPUBJICYH JICHBIH 11 MHBECTULIUM
NEPBUYHOE pa3MelleHne IIEHHBIX Oymar
Ha (OHIOBOU OUpxKe

XeKUPOBAaHUE, CTPAXOBaHUE OT MOTEPh
BBITTYCK

OOHyCHasi IMHUCCHS

BBIITYCK HOBBIX aKIIMii, MpearacMbIix
aKIMOHEpaM KOMIIAHUU MO JIbIOTHOM LieHe
aKIMM Ha mepenavy rnpaBa COOCTBEHHOCTH

akiuu 0e3 MmpaBa IMepeadn mpaBa COOCTBEHHOCTH
(GboH/ COBMECTHOTO MHBECTUPOBAHUS

MPOCIHEKT SMUCCUU (MPU BBIMYCKE aKIUU WU
00UTallMOHHOTO 3aiiMa; JOKYMEHT C MHUChbMEHHBIM
IpEeUIOKEHUEM IIEHHBIX Oymar)

quoted / listed company » koMnaHusi, YbH aKIIMU KOTUPYIOTCS Ha OMpKe

securities 7
shares / stocks / stake /
equities »
ordinary ~
preference ~
stock dividend/stock
split (AmE)
underwrite v

value »
par/ face /nominal ~
residual ~

IIEHHbIE OyMaru
aKIAN

OOBIYHBIE AKIIUHU

MIPUBHIICTHPOBAHHbBIC aKITUU

BBIITYCK HOBBIX aKIIMH, Mpe/jiaracMbIxX
aKI[MOHEepaM KOMIAHUM MO JIbTOTHOM IIeHE
rapaHTUPOBaTh pa3MmelieHue (3aiima, [eHHBIX
Oymar)

CTOMMOCTbH

HOMHHAJIbHAsI CTOUMOCTD

0CTaTOYHAasi CTOMMOCTbH, CTOUMOCTb aKTHBa 3a
BBIUETOM aMOPTU3ALINHU
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=) Starting Point

1. Pronounce the words correctly:

‘detail acqui ' sition de'termine 1'nitial
‘equities .capitali’'zation re sidual o'ccur
‘preference cer tificate fi'nance (v) per centage
‘process .guaran tee .under write pros pectus
‘purchase pre ferred invi tation ad ministrative

2. Organize the word combinations related to the Equity Financing in the
table that follows.

Bonus shares, flotation/IPO (initial public offering), bonus/scrip issue, ordinary
equities, preference equities, rights issue, buying shares of a mutual fund, buying
stocks of a quoted/listed company, stock dividend/stock split.

Types of shares Types of issuing shares | Ways of shares acquisition

3. Answer these questions.

1. What types of shares do you know?

2. Why do companies issue shares?

3. What types of issuing shares do you know?

4. What are the ways of buying shares?

5. Do you have any friends or relatives who invested in shares?

@ 4. A. Before you watch a video on equity financing, be sure you understand
following phrases by matching with their definitions:

1) a renounceable a) an issue of shares offered at a reduced price to
rights issue people who already have shares in the company
2) a shareholder b) free offer given to existing shareholders of the
company to subscribe for additional shares
3) assets c) stocks sold on a public exchange; the owner of
these shares is not guaranteed a dividend
4) ordinary shares/ d) shares that have been bought, but for which the
common stocks company has allowed shareholders to pay only
part of the total value
5) preference shares/ e) the items on a balance sheet showing the book
preferred stocks value of property owned
6) contributing shares f) shares of a company’s stock with dividends that
are paid out to shareholders before common stock
dividends are issued
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7) bonus issue g) an offer issued by a corporation to shareholders
to buy more shares of the company’s stock at a
discount. Those shares can be traded

8) rights issue h) the owner of a stock
9) a non-renounceable 1) an offer issued by a corporation to shareholders
rights issue to buy more shares of the company’s stock at a

discount. Those shares can’t be traded

B. While watching the video at https://drive.google.com/file/ [w]%wr it
d/1d0hcU_J9rSWKsm-oZPUYaef PVUHMFqw/view complete the ;
following statements.

1. The most common types of shares is known as 1) :

2. An ordinary share provides the shareholder with the right to
receive a share of the company’s profits by way of 2)

3. Ordinary shares entitle their owners to vote at a company’s 3)

4. Preference shares receive a 4) and are owned by people who have
the right to receive part of the company’s profits before the holders of 5)

5.6) an offer of free additional shares to existing shareholders instead
of a dividend.

6.7) is an offer issued by a corporation to shareholders to buy more
shares of the company’s stock at a discount.

C. Watch the video again and answer the questions.

1. How can you define shares?

2. What type of financing are shares?

3. What types of issuing shares are discussed in the video?
4. How do preference shares differ from ordinary ones?

5. Is it safe to invest in stock markets?

6. What are the pros and cons of investing in stocks?

—N Rea d i n g

Text 1. Types of Shares

5. A. Before reading about equity financing check your understanding of
some basic terminology by matching up the following Russian words or word
combinations with their English equivalents:

1) rapanTupoBaTh pa3MelieHne EHHBIX Oymar a) equity financing
2) IpUBWIETUPOBAHHBIC AKIIHH b) residual value
3) nieHHble Oymaru c) secondary market
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4) mepBUYHOE pa3MeIleHre akinii Ha (HOHIOBOU d) ordinary shares/
oupxe equities
5) GoHycHast SMHUCCUs e) bonus issue
6) BTOPUYHBIN PBIHOK (PBIHOK, HA KOTOPOM f) rights issue
NEPEnpOoAAr0TCs IEHHbIEe OyMaru mocie ux
MEPBUYHOIO BBIITYCKA)
7) ocrarouHas CTOMMOCTh/CTOMMOCTh aKTHBa 3a g) preference shares
BBIUETOM aMOPTH3AIUH
8) BBIIIYCK HOBBIX aKIIMii, MpeaiaraeMbIxX h) securities
aKIMOHEepaM KOMIIAaHUH MO JBTOTHOM LieHe
9) oObIUHBIE aKIIUU 1) floatation/IPO
10) noneBoe puHAHCHpOBaHUE, (PMHAHCHPOBAHUE 3a J) to underwrite the
CUeT aKIMH issue of securities
11) HOMHHaIBHAS CTOMMOCTD k) par/face/nominal
value
12) maker akiui 1) an equity stake
13) npeobpa3oBaTh KOMIIAHUIO B OTKPHITOE
aKIMOHEPHOE 00ILEeCTBO m) to go public
14) npuBnekarb cpencTaa n) to raise finance

B. Read the text and draw a mind-map on the main issues of equity financing
by using words highlighted in the text.

Shares are a type of equity financing. Buying a share gives its holders part of
the ownership of the company usually of low par/face/nominal value, into which
the capital stock of a company is divided. Ownership of shares carries the right to
receive a proportion of distributed profits in the form of a dividend.

The most common type of equity is called common stock (US) or ordinary
shares (GB). These are shares which generally entitle their owners to vote at a
company’s Annual General Meeting (GB) or Annual Meeting of Stockholders (US),
and to receive a part of the company’s residual value if it goes into liquidation after
the holders of preference shares have been paid.

Preferred stock (US) or preference shares (GB) receive a fixed dividend and
are owned by people who have the right to receive part of the company’s profits
before the holders of ordinary shares and have their capital repaid if the company
has to close.

There are some types of issuing shares.

The act of issuing shares for the first time is known as floatation (GB) or IPO —
initial public offering (US). An initial public offering (IPO) is the first time that the
stock of a private company is offered to the public.

Companies wishing to raise more money for expansion can sometimes issue
new shares, which are normally offered first to existing shareholders at less than
their market price. This is known as a rights issue.
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Companies sometimes also choose to capitalize part of their profit, i.e. turn it
into capital, by issuing new shares to shareholders instead of paying dividends. This
is known as a bonus issue. Other names for a bonus issue are a scrip issue (short for
subscription certificate) and a capitalization issue in Great Britain, and in the US —a
stock dividend or stock split.

There are different ways of acquiring shares by shareholders (GB)/stockholders
(US). The most direct way is to buy stocks of a quoted/listed company yourself.
Besides, you can profit by buying shares of a mutual fund, which invests in the
stocks for you. You can also buy stocks of a new company before it hits the stock
exchange. However, you usually have to have a lot of money, because these shares
are sold in bulk quantities. Once they hit the stock market, their price usually goes
up. However, you can’t cash in for a certain period of time. By then, the stock price
might have gone down below the initial price.

Shareholders can sell their shares on the secondary market. Any transactions on
this market occur between investors. The market price of a share — the price quoted
on the stock exchange, may differ from its nominal value. Prices on the secondary
market are determined by the forces of supply and demand. By investing in shares,
the risk of losing a major part of shareholders’ capital exists, unless they employ
hedging mechanism.

C. Scan the text to answer these questions.

1. How can you define shares?

What type of financing are shares?

What rights do shareholders have?

What types of issuing shares do you know? How do they differ?

How do preference shares differ from ordinary shares?

Where can potential shareholders buy and sell their shares?

Does the price of shares always stay the same?

Do shares guarantee their shareholders stable dividends? What do they
depend on?

PN B WD

Vocabulary

6. Make phrases from the text by matching an item from each column.
Translate them into Russian:

1) par/face/nominal a) issue

2) bonus b) shares/equities
3) subscription ¢) dividends

4) ordinary d) certificate

5) quoted/listed e) fund

6) fixed f) companies
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7) hedging g) mechanism

8) a mutual h) exchange
9) stock 1) value
10) initial J) public offering

7. Fill in the gaps, using the words/word combinations given in the box.

investment ¢ stock holders
go public * stock exchange * invest

Some companies are publicly owned. The shares of public limited companies
are tradable on a (1) . Shareholders, or (2) buy the company’s shares
and become the owners of the company. Other companies are privately owned, and
there is no open market for their shares. This can be a problem when they need to

raise finance, and for that reason they may choose (3) , or to make their shares
available on the stock exchange. Shareholders (4) their money in the stock
market in the hope that their (5) will pay a good dividend, or, in other words,

that they will make a good profit.

8. Fill in the gaps with the appropriate derivatives of the given words in
brackets.

1. Securities help the economy by (to make) making it easier for those with
money to find those who need (to invest) capital.
2. By making trading easy and available to many investors, securities make
markets more efficient. For example, the stock market makes it easy for (to invest)
to see which companies are doing well, and which ones are not.

3. Money can (swift) go to those companies that are growing, thus
rewarding (to perform) =~ and providing an incentive for further
(to grow)

9. Give the term using the the words for reference below:

a) a type of equity financing;

b) issuing new shares, which are normally offered first to existing shareholders
at less than their market price;

c) the people who have an equity stake in the company;

d) the act of issuing shares (gb) or stocks (us) for the first time;

e) the process through which an individual or institution takes on financial risk
for a fee;

f) a proportion of the annual profits of a limited company, paid to shareholders;

g) issuing new shares to shareholders instead of paying dividends.

Words for reference: shares, shareholders, rights issue, bonus issue, dividend, IPO
(initial public offering), underwriting.
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Discussion

10. Discuss with your partner whether the following statements are true or
false according to the information in the text.

1. Ownership of ordinary shares carries the right to receive fixed dividends.

2. Common stockholders have priority over preferred shareholders when it
comes to dividends.

3. A rights issue is an invitation to existing shareholders to purchase additional
new shares in the company at less than their market price.

4. A bonus issue, also known as a scrip issue or a capitalization issue, is an
offer of free additional shares to existing shareholders instead of paying dividends.

5. There are no guarantees of profits when you buy stock. If a company doesn’t
do well or falls out of favor with investors, its stock can fall in price, and investors
could lose money.

6. Prices on the secondary market are determined by the underwriting bank
rather than the forces of supply and demand.

7. By investing in shares, the risk of losing a major part of shareholders’
capital exists, even if they employ hedging mechanism.

Text 2. Floatation

11. A. Before reading about the process of converting a private company into
a public company check your understanding of some basic terminology by
matching up the Russian word combinations with their English equivalents:

1) mponmaxa, cObIT, peanu3arus (IICHHBIX a) stock market/stock
Oymar) exchange

2) B3BICKMBATh IUIATY 3a YTO-JTUOO b) to raise capital

3) ¢buUHAHCOBBIN OTYET c) flotation

4) cokpaTuTh MOTEPHU d) to float shares

5) ¢onmoBas OGupka e¢) financial statement

6) rapaHT pa3MeIlleHus [IEHHbIX Oymar f) application form

7) O6naHK 3asgBKH Ha NMPUOOPETEHUE aKIUi g) underwriter

8) mpuBIEKaTh KanuTal h) to charge a fee (for smth.)

9) npernoxeHre ¢ HeAOCTaTOUHOM 1) original application
MOJIMMMCKON Ha aKIIUH j) oversubscribed (issue)

10) mpennoxkenue ¢ u3dbITouHOM nmoanuckor | k) undersubscribed (offer)
Ha aKIuu 1) offload (securities)

11) nmepBuuHas 3asBKa/epBOHavYaibHas 3asBKa | m) to cut losses

12) xoMmanusi, akii KOTOPOU KOTUPYIOTCS n) a quoted company (BrE)/
Ha BeAyluX (POHIOBBIX OMpIKAx listed company (AmE)

13) pa3mernieHue Ha pbIHKE (IIEHHBIX Oymar) with shares quoted at

14) BbllTyCKaTh aKkUuu leading stock exchanges
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B. While reading the text put down the basic components of flotation.

Floatation, also known as “going public”, or IPO (initial public offering) is
the process of converting a private company (Ltd) into a public company (plc) by
issuing shares available for the public to purchase. In the result of this process which
is usually underwritten by a merchant (BrE) bank/investment (AmE) bank a private
company becomes a quoted (BrE)/listed (AmE) company which makes it easier to
raise capital on the stock exchange.

A merchant/an investment bank leads the process of becoming public and
provides advice on the administrative aspects of the floatation. The key role of the
bank will be fo advise on the price at which shares are to be offered for sale. Once
an offer price has been decided, a glossy prospectus will be produced to aid the sale
of the firm’s shares. The prospectus will promote shares for general public and it
includes details of:

o what the firm plans to do with the money it is trying to raise;

o a fully audited financial statement of the firm’s current financial position and
history;

o details of where the shares being offered to the market are coming from —
they may be newly created shares or alternatively shares that are owned by existing
sharcholders;

o an application form, to be filled out by anyone wishing to purchase shares.

Those applying will fill out the application form, stating how many shares they
wish to purchase and send off a check to cover the cost of those shares.

On the day of floatation, the results of the application process will be
announced. The company will declare how many of the shares have been sold,
with any unsold shares being purchased by the investment bank which performs
the function of the underwriter. The underwriter will charge a fee, which is often
set as a percentage of the sum the company hopes to raise by floating. In return,
the underwriter will guarantee to buy any shares that are unsold from the original
application process.

Iftheissue of shares has been oversubscribed (asituation where the applications
received outstrip the number of shares available), shares will be allocated in direct
proportion to the number applied for. Immediately the results of the issue have
been publicized, trading in shares is likely to start on the market. The original issue
price will be the starting price, but this may change dramatically within minutes,
particularly if the share issue was under or oversubscribed. An oversubscribed
issue will mean that the price will rise quickly, whilst an undersubscribed offer
will see investors looking to offload their overpriced shares in an attempt to cut
their losses.

The investment bank will continue to work with the company as an advisor and
help it try to increase its share price over time.
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C. Work in pairs and answer these questions. The words in bold and italics can
help you to catch the main points discussed in the text.

1. Why do companies appoint financial advisors when they decide to float on
the market?

2. What are the key roles of a financial advisor?

3. What is a prospectus? What information does it include?

4. What is the underwriter’s responsibility if shares are not sold out in the
process of flotation?

5. How does the situation with undersubscribed (oversubscribed) offer influence
the price of shares?

6. Why is an undersubscribed PO typically a negative signal?

Vocabulary

12. Match the words/word combinations with their definitions:

1) stock market/stock a) a company whose shares are traded on the stock
exchange market
2) floatation b) an issue of securities where demand exceeds the
available supply
3) prospectus c¢) areport provided by a company for its shareholders

and investors that shows details of its financial
situation, and includes documents such as the
profit and loss account and balance sheet

4) a financial statement | d) a legal document offering a company’s shares
for sale, and giving details about the company
and its activities

5) cost price e) the price at which a market-maker or institution
is prepared to sell securities or other assets

6) an underwriter f) any party that evaluates and assumes another
party’s risk for a fee

7) a fee g) an issue of securities where demand does not
meet the available supply

8) an oversubscribed h) the process by which a private company can go

issue of securities public by sale of its stocks to general public
9) overpriced shares 1) securities that trade higher than their fair

market value, i. e. the value that the company’s

fundamentals, such as earnings or revenues justify

10) an undersubscribed j) an amount of money paid for a particular piece
issue of securities of work or for a particular right or service
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11) a quoted company k) a place where shares of pubic listed companies
(BrE)/listed company are traded
(AmE)
12) offer price 1) the amount of money that was needed to make or
get something: at an amount that yields no profit

13. Fill in the gaps with the appropriate derivatives of the given words in
brackets.

1. IPO is the process of converting a private company into a public company
by (issue) shares available for the public to purchase.

2. In the result of (float) a private company becomes a quoted/listed
company which makes it easier to raise capital on the stock exchange.

3. A merchant bank leads the process of becoming public and provides advice
on the (administration) aspects of the floatation.

4. Shareholders fill out the (apply) form, stating how many shares
they wish to purchase and send off a check to cover the cost of those shares.

5. The investment bank will continue to work with the company as an (advise)

and help it try to increase its share price over time.

Discussion

14. Discuss with your partner whether the following statements are true or
false according to the information in the text.

1. A public limited company is the type of business entity whose shares cannot
be traded on the stock exchange.

2. An application form states how many shares shareholders wish to sell.

3. The original issue price will be the closing price, but this may change
dramatically within minutes, particularly if the share issue was under or
oversubscribed.

4. An oversubscribed issue means that the price will skyrocket, while an
undersubscribed offer will see investors looking to offload their overpriced shares
in an attempt to cut their losses.

5. On the day of flotation the company will declare how many of the shares
have been bought.

6. Unsold shares are purchased by the underwriter.

7. Each new share issue will be underwritten, if no one else wants it, usually
by the shareholders offering advice to the company floating.

8. A merchant bank leads the process of becoming public and provides advice
on the administrative aspects of the flotation.
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=) Grammar Workshop

Tense Consolidation: The Past Simple and the Present Perfect

1. We use the Past Simple to talk about a finished action at a definite time in the past.
Active Voice

o Positive Form (V2): The markets raised their prices at the beginning of the
previous year.

o Negative Form (did + V1): The markets did not raise their prices at the
beginning of the previous year.

o Interrogative form (did + V1): Did the markets raise their prices at the
beginning of the previous year?
Passive Voice: (was/were + V3)

o Positive Form: Prices were raised at the beginning of the previous year.

o Negative Form: Prices were not raised at the beginning of the previous year.

o Interrogative form: Were prices raised at the beginning of the previous year?

2. We use the present perfect to connect the present to the past. One of its main uses
is to show the relevance of a past even in the present.
Active Voice: (have/has + V3)
o Positive Form: The markets have increased in profits this year.
o Negative Form: The markets have not increased in profits at all this year.
o Interrogative form: Have the markets increased in profits this year?
Passive Voice: (have/has + been + V3)
o Positive Form: Profits have been increased this year.
o Negative Form: Profits have not been increased at all this year.
o Interrogative form: Have profits been increased this year?

15. Complete the following paragraphs by choosing the correct form of the
verb in brackets. Use either the past simple or the present perfect.

On Monday Diano S.p.A. (report) increased profits for the year. Exports
(climb) by 20 % last year but domestic sales (fall) by 5 %. Two months ago, the
company (set up) new sales offices in France and Singapore. On the Milan Stock
Exchange yesterday the company’s share price (rise) by 300 lire. The company
will declare how many of the shares (sell), with any unsold shares being purchased
by the underwriter.

Last year our company (report) a small increase in profits. This year we (see)
continued improvement and our turnover (rise) by 15 %. This is very good news
in a difficult world market. In fact, internationally, the market (fall). Naturally, our
costs (go up) and so the rise in profits is not so great. It is true that our domestic
performance (be helped) by the collapse of our competitor, Capra & Pecora, which
(go out of business) in January.
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16. JBM is a financial service company. Here is an extract from the speech
Managing Director made to shareholders at the AGM. Use the present perfect
either active or passive.

“For our sector, recent times (be difficult). However, it is clear that we are not
alone. The world economy (suffer) a downturn and all sectors of industry (experience)
difficulties. But, this year we already (see) signs of improvement: I am sure you
know that especially in Asia there (be) increased growth and this will benefit us
greatly. Also, turning to insurance, we (involve) in the insurance market for only
relatively short time, but it is good to see that this sector (grow) rapidly since 2021.”

$ Assessment and Critical Thinking

17. Revise the topical vocabulary and be ready to respond to the sample
questions for academic discussion.

1. How can you define shares? What type of financing are shares?

2. What factors in your opinion might influence share prices?

3. How can you make money from a falling stock market (when prices are
going down?)

4. Why might it be difficult to predict share prices fluctuations?

5. Investors tend to classify the stocks and shares available in the equity
markets in different categories. What types of stocks are likely to pay more dividend
in your opinion?

18. Discuss the following situations with a partner and provide your ideas and
solutions.

1. You have some spare money to invest in the stock market. What economic
and non-economic factors will you consider while making an investment in securities?
Think of a question you would like to ask a financial adviser.

2. You are to make a report on Understanding Stock Market Investment Risks.
List the risks that shareholders may face up with (consider both production risks
and macroeconomic factors). Give advice how to hedge investments.



Unit 5
BONDS AS DEBT FINANCING

LENDER

Buy stocks when you want to eat well,
and buy bonds when you want to sleep well.
Nikhilesh Kiran Yeluri

Topic for Communication. Considering bonds as a safe investment and
advantages of investing in government and corporate bonds.

Grammar Focus. Modal verbs review: can, could, may, might.

Content Map.

Convertible 1 ( Zero-coupon

_J -
Types of bonds

%
N

Corporate Junk

=) Vocabulary File

Study the list of topical vocabulary and check the pronunciation if necessary.
Choose 2-3 words from the vocabulary file to speak about each element of the
content map above.
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an agreed-upon price
bid »
to quote ~
bet n
bond »

bearer ~
inflation-indexed ~
~ yield

convertible ~

corporate ~

~ issue date

junk ~

government ~

Zero-coupon ~

to redeem ~
coupon 7

~ rate

“to clip ~”
brokerage company
debt financing

debt security

face value (syn. par
value)

institutional investor

insurance company
investment grade
hedge v
gilt-edged stock/gilts
liquid adj
maturity

bond ~ date

~ value

yield to ~

principal n

return on ~
return of ~

JIOTOBOpHAs IIeHA

MIPEIOKEHUE TICHBI, TIpeIaraeMasi meHa
HA3HAYaTh IEHY

CTaBKa, Mapu

oOuranusi MPOMBITIUICHHOTO TPEIIPHUITHS, TOJITOBAS
pacmucka

oOnuranusi Ha PEIbIBUTEISI

oOnurauus, UHAEKCUpyeMas Ha UHQISIUI0
JOXOAHOCTh OONMUTauu

KOHBEPTHUPYEMBIE OOJMTallid, KOTOPHIE MOTYT OBIThH
OOMEHEHBI Ha aKIUU

KOpITOpAaTHBHAS OOJIATAITUS

JaTa IMUCCUU (BBITTyCKa OOJIUTAIINH )

OpocoBasi o0nuranms

rocyfaapcTBeHHasi oOuramnus

o0nuranus ¢ HyJIeBbIM KYTIOHOM

KOMITIEHCUPOBATh, MOraliaTh OOJIUTalrio
HOMMHAJIBHBIA MPOLIEHTHBIN 10XOJ IO OOJIUTaAINH
rapaHTUPOBaHHAs MPOIEHTHAsI CTaBKa Ha OOJMTallUIo
«CTpUYb KYTIOHBI

OpokepcKasi KOMITaHUS

nonroBoe ¢puHaHCHpOBaHUE, (PHUHAHCHUPOBAHUE 32
cdeT oOuranmii

J0NITOBas IeHHas Oymara

HOMHHAJIbHASI CTOUMOCTh

WHCTUTYLUOHAJIbHBIA UHBECTOP, YUPEIKICHHE-
BKJIQTUUK

CTpaxoBasi KOMITaHUS

WHBECTULIMOHHBIA YPOBEHb

CTpaxoBarh OT MOTEPh

rOCYy/IapCTBEHHBIE IIEHHbIE OymMaru
JIUKBUIHBIN

CPOK TIOTAIlICHMS TUIaTeXka

JaTa moraiieHus: o0Iurauu

CTOMMOCTb IOTalIeHus (0OIUT ALK )
JTIOXOJI, TIOJTy4aeMbIil 10 CPOKa MOTAIICHUS
(oOnurarun)

CyMMa J1ojira 1o oOJMrauusM, Ha KOTOPYIO
HAUHCIISIETCS MPOLEHT

JIOXOJl HA CYMMY J0JITa

BO3BpaTr OCHOBHOIO JI0JIra



probability BEPOSITHOCTh

recovery amount CyMMa CTPaxOBOTO BO3MEIICHHUS
securities 7 LEHHbIE OymMaru
high yielding ~ LIEHHbIE OyMaru ¢ BHICOKHM JJOXOJIOM
high-risk~ IIEHHBIe OyMaru BBHICOKOW CTETIEHU PHUCKa
stock (syn. equity)  aKIMOHEPHBIN KamuTal
~ market dbonmoBas Oupxka

=) Starting Point

1. Pronounce the words correctly:

‘access ‘bankruptcy ex cess con vertible
‘corporate ‘revenue ma turity de 'termine
‘coupon ‘surplus ‘sovereign mu nicipal
liquid ‘volatile vola tility re ceipt

2. Group the word combinations related to the debt financing in the table
that follows.

Issue date, fixed maturity date, maturity value, coupon rate, investor protection,
fixed returns, yield to maturity, less volatile, tax-deductible interest, safe investments,
liquid, return on principal, legal protection, periodic interest payments, regular
income, inflation risk, bond yield, exchange rate risk, bankruptcy, reinvestment risk,
return of principal, regular interest payments.

Features of bonds | Advantages of investing in bonds | Risks of bondholders

3. Answer these questions.

1. Have you ever invested in bonds?

2. What types of bonds do you know?

3. What are the main features of bonds?

4. Why do companies issue bonds instead of stocks?

5. What are the benefits and risks of investing in bonds?

@ 4. A. Before you watch a video on debt financing, be sure you understand
following phrases by matching with the Russian equivalents:

1) face value a) HOMHUHAJbHAsI CTOUMOCTh
2) maturity date b) 3aem, ccyna

3) a loan C) CPOK MOTallleHUs TUIaTexka
4) a coupon d) monromas pacrmcka
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5) IOU (I owe you) €) HOMMHAJbHBIM MPOLIEHTHBINA TOXO/
10 O0JIMTraIuu

6) creditworthy f) sMuTeHT (KOMIaHUsl, OCYIIECTBIISIONIAsN
BBIIIYCK IIEHHBIX Oymar)
7) an issuer g) KpeauTOCIIOCOOHBII

d/ 1 qu2UxZYmerYthuraRmRRsthn gCu/wew complete the
following statements.

1. When companies want to 1) they 2)

2. When you 3) in a bond, you are lending your money to a 4)

3. Bondholders get regular interest payments, known as 5) :

4. Investors can either hold onto the bond until the end of its life and get their
money back on 6)

5. Prices on the open market are driven up or down by 7)

6. Bonds are sometimes are considered lower risk than 8) , but they are
not risk-free.

7. Bond credit ratings from agencies can help investors to decide which issuers
are9)

8. Bond issuers with a higher rate profile usually pay 10)

9. You can 11) your risk by investing through a bond fund

10. Whichever route you decide to take, make sure you take 12) SO you
make the decision that’s right for you.

C. Watch the video again and answer the questions.

What type of financing are bonds?

Why is a bond called a fixed-income investment?

What are the benefits of investing in bonds?

How does bond investing work?

What factors affect bond prices?

What helps investors to decide which issuers are creditworthy?

=) Reading

A

Text 1. Bonds

5. A. Before reading about debt financing check your understanding of some
basic terminology by matching up the following Russian words or word
combinations with their English equivalents:

1) cpok moraiieHus IIEHHBIX Oymar a) tax revenue
2) MHBECTUILIMOHHBINA KJIacC b) gilt-edged stock
3) HaAJIOroBbIE MOCTYIUICHUS ¢) investment grade
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4) mepBOKJIaCCHAsI TapaHTHUpOBaHHas IieHHas Oymara | d) principal
(obnurarnusi, BeIMYIEHHAS OPUTAHCKUM
MIPaBUTEITHCTBOM)
5) 1OXOAHOCTH OOMUTraluu e) maturity date
6) He o0yaraeMblii HAJIOTOM f) Treasury notes
7) cpemHecpoYHbIe Ka3HAUEHCKUE OOIUTaIuu g) debt financing
8) monrocpouyHble Ka3HAYCHCKHUE OOIUTalUM h) tax deductible
9) cymma nonra rno obauraiusM, Ha KOTOPYIO 1) bond yield
HAYUCIIACTCS TPOIEHT
10) noxon, moiay4yaeMsblil 10 CpOKa MOralmeHus j) yield to maturity
(oGnurarun)
11) croumocTh moramieHus (0OJIUTaIiH ) k) maturity value
12) nonroBoe puHaHcupoBanue, GUHAHCUPOBAHUE 32 1) Treasury bonds
cuer oOnurauui

B. Read the text and draw a mind-map on the main issues of debt financing
by using words highlighted in the text.

A bond is loan from an investor to a borrower such as a company or government.
The borrower uses the money to fund its operations, and the investor receives interest
on the investment. The market value of a bond can change over time. If companies
need more money to expand their operations, they can either issue new shares —
selling them to existing shareholders or on the stock market (equity financing) —
or borrow money (debt financing), usually by issuing bonds. Although bonds may
not necessarily provide the biggest returns, they are considered a reliable investment
tool. That’s because they are known to provide regular income. But they are also
considered to be a stable and sound way to invest your money. Most bonds have
five features when they are issued: issue date, fixed maturity date, maturity value,
coupon and yield to maturity.

One can distinguish between corporate bonds and government bonds. Bonds
issued by companies are called corporate bonds. Companies generally use an
investment bank to issue their bonds, and to find buyers, which are often institutional
investors like insurance companies, mutual funds and pension funds.

There are different types of corporate bonds.

Inflation-indexed bonds (also known as inflation-linked bonds) are bonds where
the principal is indexed to inflation. They are thus designed to cut out the inflation
risk of an investment.

Zero-coupon bonds are bonds bought at a price lower than its face value, with
the face value repaid at the time of maturity.

Convertible bonds are bonds that the holder can convert into shares of common
stock in the issuing company or cash of equal value, at an agreed-upon price.

Junk bonds are high risk, high yield bonds. Junk bonds offer a high rate of
interest because they carry a higher than usual probability of default.
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If tax revenue is insufficient, governments also issue government bonds to raise
money, and these are considered to be a risk-free investment. In the US there are
Treasury notes (with a maturity of two to ten years) and Treasury bonds (with a
maturity of ten to 30 years), while in Britain government bonds are known as gilt-
edged stock or just gilts.

Bondholders get their original investment or “principal” on a fixed maturity date,
and receive interest payments called the “coupon” at regular intervals (six months or
annually) until then. Most bonds have fixed interest rates.

There are some advantages of investing in bonds.

The advantages of owning bonds for investors are as follows.

1. Bonds are a debt security under which the issuer is obliged to pay interest rate
(the coupon) and or repay the principal on the maturity date.

2. The volatility of bonds is lower than that of equities (stocks). Thus, bonds are
safer investments than stocks.

3. Bonds are liquid — it is often fairly easy for an institution to sell a large quantity
of bonds without affecting the price much.

4. Bondholders also enjoy a measure of legal protection: under the law of most
countries, if a company goes bankrupt, its bondholders will often receive some
money back (the recovery amount).

For companies, the advantages of debt financing are that bond interest is tax
deductible: companies deduct their interest payments from their profits before paying
tax, while dividends paid to shareholders come from already-taxed profits. But debt
increases a company’s financial risk: bond interest has to be paid even in a year
without any profits to deduct it from, and the principal has to be repaid when the debt
matures, whereas companies are not obliged to pay dividends or repay share capital.

Bond-issuing companies are rated by private ratings companies such as
Moody’s and Standard & Poor’s, and given an “investment grade” according to
their financial situation and performance, AAA being the best, and C the worst, 1. €.,
nearly bankrupt. Obviously, the higher the rating, the lower the interest rate at which
a company can borrow. If the ratings of bonds are very low, they are known as junk
bonds — both high yielding and high-risk securities. Despite their risk, investors buy
junk bonds because they offer a higher interest rate.

C. Scan the text to answer these questions.

1. What type of financing are bonds? Explain what this type of financing means.
. What types of bond issuing do you know? How do they differ?

. What is the difference between corporate and government bonds?

What types of government bonds are mentioned in the text? How do they differ?
. How do junk bonds differ from all the other types of corporate bonds?

. What is the principal? When is it supposed to be redeemed?

. What is a coupon?

. By whom are bond-issuing companies rated?

I e NV N VO
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Vocabulary

6. Match the words/word combinations with their definitions:

1) coupon a) the amount of capital making up a loan

2) credit rating b) an estimation of a borrower’s solvency or ability
to pay debts
3) gilt-edged stock c¢) bonds issued by the British government

4) default d) non-payment of interest or a loan at the
scheduled time

5) insolvent e) the day when a bond has to be repaid

6) maturity date f) long-term bonds issued by the American
government

7) principal g) the amount of interest when a bond pays

8) treasury bonds h) medium-term (2—-10 years) bonds issued by the
American government

9) treasury notes 1) the rate of income an investor receives from a
security
10) yield j) unable to pay debts
11) stock/equity k) a security that represents the ownership of a

fraction of a company

7. Choose the correct variant.

1. To have or own a share in a company is to have a

a) mortgage b) bond c) stock

2. A certificate of a loan to the government or a corporation that is repaid with
interest or a sum at a future time isa

a) mortgage b) bond c) stock

3. Instruments such as stocks, bonds, mortgages giving to their legal holders’
rights to money or other property are

a) securities b) stock exchanges c¢) commodities

4. Profits of a firm that are distributed or given out to its investors are
called .

a) mortgages b) bonds c) dividends

5. A type of stock in which the stockholders get dividends based on the remainder
of the profits after preferred stockholders have been paid their dividends is .

a) stock exchange  b) common stock  ¢) bond

6. An investment company that continually offers new shares and buys existing
shares back at the request of the shareholder and uses its capital to invest in diversified
securities of other companies isa

a) stock exchange  b) mortgage company  c¢) mutual fund
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7. To commit money or capital in order to gain a financial return — to put one’s
money into a business or project to make more money is to

a) borrow b) invest c¢) bankrupt

8. Which is the safest for investor?

a) a corporate bond b) a junk bond ¢) a government bond

9. Which is the cheapest for a company to invest money?

a) a bank loan b) an ordinary bond  c¢) a convertible bond
10. Which gives the highest potential to investor?

a) a corporate bond b) a junk bond ¢) a government bond

8. Give the term using the words for reference below:

a) part ownership of the company in the form of stocks and shares;

b) high risk, high yield bonds;

c¢) funds operated by investment companies that invest people’s money in various
assets;

d) the length of time for which a bond is issued (until it is repaid);

e) the amount of interest that a bond pays;

f) unable to pay debts;

g) people or institutions to whom money is owed;

h) payments by companies to their shareholders;

1) a sum of money invested, on which interest is paid;

J) financial assets that have value and can be bought, sold, or traded (e.g., stocks,
bonds, mutual funds and shares).

Words for reference: securities, dividends, creditors/lenders, principal, coupon,
maturity, junk bonds, bankrupt, mutual funds, equity.

9. Use the following words: shares (3), shareholders (2), bondholders (2),
bonds (4) to complete the sentences below. More than one answer is possible.

1. are a type of equity financing.

2. have an equity stake in the company (i. e., they are owners).

3. have a creditor stake in the company (i. e., they are lenders).

4.  are a type of debt financing.

5. usually have a defined term, or maturity, after which they are redeemed
(are paid back).

6.  get dividends which depend on the company’s revenues.

7. get fixed interest which is called a coupon.

8. have much greater potential to increase in value but they are also more
subject to market fluctuations.

9.  are bought and traded mostly by institutions like central banks, sovereign

wealth funds, pension funds, insurance companies and banks.
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10.  are mostly bought at the stock exchange.
11.  are issued by governments when public spending exceeds receipts from
income tax, VAT, and so on (open market operations).

Discussion

10. Discuss with your partner whether the following statements are true or
false according to the information in the text.

1. Companies regularly finance their activities by issuing bonds.

2. Bondholders get their money back if a company goes bankrupt.

3. Bond coupons are generally lower than share dividends.

4. For profitable companies, there are tax advantages to issuing stocks or
shares rather than bonds.

5. The owners of convertibles have to change them into shares.

6. Junk bonds have a high credit rating, and a relatively low change of default.

7. Bondholders are guaranteed to get all their money back if a company goes
bankrupt.

8. Some bonds do not pay interest, but are repaid at above their selling price.

9. AAA bonds are very safe investment.

10. Bonds are repaid at 100 % when they mature, unless the borrower is insolvent.

Text 2. Importance of Financial Markets
for a Healthy Economy

11. A. Before reading about the importance of financial markets for economic
welfare check your understanding of some basic terminology by matching up
the Russian word combinations with their English equivalents:

1) neHnexxHasi Macca, JE€HEKHOE a) assets
oOpariieHue, BaoTa
2) pe3epBHas BajrOTa b) foreign exchange
3) cOepexeHus C) securities
4) yBenMYUBATH KamuTajl d) to raise capital
5) obecneunTh TUKBUIAHOCTD e) to provide liquidity
6) PHIHOK MHOCTPAHHOM BaJIIOTHI f) swap (for)
7) cnocob6CcTBOBATH YeMY-JH00 g) foreign exchange market
8) aKTUBBI h) currency
9) uHOCTpaHHas BaIOTa 1) reserve currency
10) nennsie Oymaru J) savings
11) oOMeHUBATH k) facilitate
12) pbIHOK MPOU3BOAHBIX (PMHAHCOBBIX 1) derivative market
UHCTPYMCHTOB
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B. While reading the text put down the basic components of financial markets,
their main functions and importance.

The financial market refers to any marketplace where the trading of securities
occurs. It plays an important role in facilitating the smooth operation of economies
by allocating resources and creating liquidity for businesses and entrepreneurs. The
markets make it easy for buyers and sellers to trade their financial assets. They create
securities that provide a return for those who have excess funds (investors/lenders)
and make these funds available to those who need additional money (borrowers).

Financial markets are made by buying and selling numerous types of financial
instruments including shares, bonds, currencies, cryptocurrencies, forex markets, to
name a few. They rely on informational transparency to ensure that the markets set
prices that are efficient and appropriate. Financial transactions can be made between
the parties over the phone or the internet.

Types of financial markets.

Stock market. This is the market where shares of the company are listed and
traded after their [PO.

Bond market. This market allows companies and the government to raise money
for a project or investment. Investors buy bonds from a company, which later returns
the amount of bond with agreed interest.

Foreign exchange market. The forex (foreign exchange) market is the market in
which participants can buy, sell, hedge, and speculate on the exchange rates between
currency pairs. The forex market is the most liquid market in the world, as cash is the
most liquid of assets. The forex market is made up of banks, commercial companies,
central banks, investment management firms, hedge funds, and retail forex brokers and
investors.

Cryptocurrency markets. The past several years have seen the introduction and
rise of cryptocurrencies such as Bitcoin, decentralized digital assets that are based on
blockchain technology. Today, thousands of cryptocurrency tokens are available and
trade globally across a patchwork of independent online crypto exchanges. These
exchanges host digital wallets for traders to swap one cryptocurrency for another, or
for fiat monies such as dollars or euros.

The main participants in financial markets.

Firms use stock and bond markets to raise capital from investors; speculators
look to various asset classes to make directional bets on future prices; hedgers use
derivative markets to mitigate various risks, brokers often act as mediators that bring
buyers and sellers together, earning a commission or fee for their services, banks
may invest in mutual funds as a part of their fund management.

Here are some important functions of financial markets.

1. They help put idle money to good use. Without the financial markets, investors’
funds would remain idle. The markets help mobilize funds and allow investors to
earn returns in the process.
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2. They ensure fair pricing of financial assets. Unregulated buying and selling
of financial assets could drive prices irrationally high or send them plummeting.
Thankfully, market forces ensure that the securities are priced more fairly.

3. They give businesses easier access to capital. Companies and businesses that
list their securities in the markets find it an easier and more efficient way to raise the
capital they need for their business operations or expansion.

4. They make financial assets more liquid. The financial markets also insure that
securities and financial assets are generally liquid. Otherwise, investors would find
it harder to convert their assets to cash.

The importance of financial markets.

A good financial market helps in the creation of wealth. It provides savings
and investment that meet the short-term and long-term financial needs of both the
household and corporate sector through efficient mobilization and allocation of
surplus. Financial markets help to allocate capital efficiently. Moreover, they help
to reduce unemployment as these markets create massive job opportunities. A sound
economy can exist only when there is a well-developed financial market.

C. Work in pairs and answer these questions. The words in bold and italics can
help you to catch the main points discussed in the text.

1. What are the main types of financial markets?

2. How can financial markets affect economic performance?

3. What are the main functions of financial markets?

4. Who are the main participants in financial markets?

5. What is the importance of financial markets in an economy?

Vocabulary

12. Match the words and word combinations with their definitions:

1) liquid assets a) a sum of money that is expected to be paid back with
interest

2) loan b) financial instrument that has monetary value and can
be traded

3) securities c) the price of one currency in terms of another currency

4) exchange rate d) money set aside for future use and not spent
immediately

5) reserve currency | e¢) the amount charged by a lender of money or credit
to a borrower

6) savings f) assets that can be quickly and easily converted to cash
7) transaction g) an agreement between a buyer and a seller to exchange
goods, services, or financial assets
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8) interest rate h) a large amount of currency held by central banks and
major financial institutions to use for international

transactions
9) bet 1) an amount of money that you risk on the result of an
event or a competition
10) hedging j) a financial strategy used by investors to protect their

investment portfolios from the risk

13. Fill in the gaps with the appropriate derivatives of the given words in
brackets.

1. Capital markets provide (liquid) liquidity to securities.

2. A good financial market helps in the (create) of wealth.

3. Financial markets provide link between (save) and (invest) that
meet the short-term and long-term financial needs.

4. Investors buy bonds from a company, which later returns the amount of bond
with (agree) interest.

5. Currency speculators buy and sell currencies to profit from (fluctuate)
in the value of those currencies.

6. The past several years have seen the (introduce) and rise of
cryptocurrencies.

7. The forex market is made up of banks, commercial companies, central
banks, investment (manage) firms, hedge funds, and retail forex brokers and
investors.

=) Grammar Workshop

Modal Verbs Review: Can, Could, May, Might

1. We use may and might to talk about possibility and permission.

Present possibility:

e.g. [ think the meeting may/might be over now. (may expresses stronger possibility
than might).

Future possibility to predict future events, which we are not certain about.

e.g. If we relocate, we may/might still manage to reduce overheads.

In requests for permission:

e.g. May/might I just interrupt here? Yes, you may.

In permission or prohibition, we use may rather than might

e.g. Confidential documents may not be photocopied without prior approval.

2. We use can and could to talk about ability, possibility, permission. Can expresses
stronger possibility than could.

e.g. We can start legal proceedings against ABC, if you wish. (ability)

A large range of options can/could be identified for this company’s future.
(possibility)
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. Note:

: o As can of possibility has the same meaning as may of possibility, we can use
« may to avoid any possible ambiguity.

. e.g. They can deliver on time (They are able to)

. They may deliver on time (It is possible that they will)

. o Can and may can both be used to ask for permission.

. In reality, can likely has more use in the “permission” sense as it is more informal
. and so shows up in speech more frequently than may does. May is the more formal word.

14. Rewrite the underlined parts of the following sentences to form new
ones, which include may or might and a negative form if necessary. Retain
the original meaning.

1. It is possible that stock levels will rise in the final quarter of the year.

2. I don’t know if we have any SuperFix in stock.

3. We are considering changing to a just-in-time method of procurement.

4. It is possible that we will need to increase the quantity we hold in stock but
there is a slight possibility that our present suppliers will not be able to meet our
needs.

5. If the quality is not good enough it is possible that we will change our
suppliers.

6. Is it okay if I check stock levels today instead of tomorrow?

7. If you check stock levels today instead of tomorrow there is a slight possibility
that you will get inaccurate information for the month.

8. It is possible that we are already using that supplier.

15. Below are six questions and answers. Complete the answers using may or
might. Use a negative form if appropriate.

1. Do you think this is a high-risk product?

2. Yes, it damage our reputation.

3. Why do you think we need to explain the project to the press?
4. If we don’t, the public misunderstand our intentions.

5. What are we going to do?

6. We’ll have an open day when everyone visit the factory.
7. Why do you want to explain everything about the product?

8. If we don’t, we get the support we want.

9. Did you tell the press they were not invited?
10. No, I said they come.
11. Do you think the newspapers will write about this problem?
12. I don’t know. They or they .
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16. Read the passage. Then put each example of can or could (numbered 1-7)
into the correct column in the table below, depending on its use.

During the first three years of the project the Board agreed we could (1) increase
investment in the TT5 each year by 5 %. Now we are told that we can (2) increase
investment by only 3 %. But we need to recruit more people. Without increased
technical support we cannot (3) compete with our rivals who, with better resources,
could (4) find solutions within one or two years. With more support we could (5)
have produced a prototype last year. The board say we can (6) do this within six
months — which is very optimistic. My view is that it could (7) take four years.

Ability Possibility Permissions
past present future present future past present

=) Assessment and Critical Thinking

17. Revise the topical vocabulary and be ready to respond to the sample
questions for academic discussion.

1. How does bond investing work? Why do some investors prefer buying bonds?

2. What is the difference between stocks and bonds?

3. How do you evaluate predictions of private ratings companies? Are they
always realistic?

4. What particular skills and abilities do you think an asset manager needs?
Do you think you have them? Would you like to do this job?

5. What are the advantages and disadvantages of bonds for companies that issue
them?

6. What economic situation is the most suitable to invest in bonds?

18. Discuss the following situations with a partner and provide your ideas and
solutions.

1. You are a financial advisor. Talk to your client about potential risks of
investing only in bonds. Dwell on interest rate risk, reinvestment risk, default risk,
inflation risk.

2. Your friend does not have background knowledge in security investments.
Give him/her advice on the type of shares and bonds to make safe investment.
Explain why investing in funds is the best choice for beginners.

3. You have some savings to invest in securities. What economic and non-
economic factors will you consider while making your investment? What questions
will you ask an investment expert?



Unit 6
VENTURE CAPITAL FINANCING

The biggest risk of all is not taking one.
Mellody Hobson

Topic for Communication. Defining startups and explaining the reasons for
their success; considering the essence of venture capital; analyzing the pros and cons
of venture capital and business angel financing.

Grammar Focus. Modal verbs review: should, must, ought to, have to.

Content Map.

Nature of startups Business angels

J .

Venture Capital
Financing

%
\

Venture capitalists Due diligence

=> Vocabulary File

Study the list of topical vocabulary and check the pronunciation if necessary.
Choose 2—-3 words from the vocabulary file to speak about each element of the
content map above.
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angel investor (syn.
business angel)

back v

business proposition

cash injection (syn.

cash infusion)

due diligence

emerging company

exit plan

feasibility »
economic ~
financial ~

founding team

institutional investor

return on investment
(ROIJ)
scalable adj

~ business model

seed money

(syn. seed investment)
stake n

startup n

track record

venture capital

viable adj
economically ~

«OW3HEC-aHTe», NHBECTOP, TOTOBBIN BKJIAIbIBAThH
CpelicTBa B KOMITAHWIO HA HAYAJIBHOM JTare ee
(bYHKITMOHUPOBAHUS

noJAep>KUBaTh ((PUHAHCOBO)

KOMMEpPUYECKOEe MPEIOKCHHE

BJIMBAaHUE KamuTaaa

MPEIUHBECTULIHOHHBIN ayJIUT

Pa3BHBAOIIASACS, HAUMHAIOIIAs KOMITAHUS

IJIaH BBIBOJIA WHBECTULIMI

OCYIIIECTBUMOCTD, 11€7I€CO00Pa3HOCTh
HKOHOMHUYECKAs 11e71ecO000pPa3HOCTh

(uHaHCOBasi OCYLIECTBUMOCTD

KOMaHJIa yupeauTesel KOMIaHuu
WHCTUTYUHOHHBIN WHBECTOP; HOPUIANYECKOE JIUIIO,
AKTUBHO WHBECTHPYIOIIEE B aKIIUKA U JPyTrUe (PUHAH-
COBBIE aKTHBBI (CTPAXOBbI€ KOMIIAHUH, IEHCUOHHBIE
U maeBbie (POH/IBI, KOPIIOPAIIIH)

pPEHTA0EIbHOCTh MHBECTUIUH, OKYIIaeMOCTh
BIIOYKEHU U

MacIITabupyeMblid, UMEIOUINI TOTEHIIMATBHBIA POCT
MOJIEJIb IIOCTPOCHUSI KOMIIAHUH, UMEIOIIast
BO3MOYKHOCTH MOTEHIHAIBHOTO POCTA

KalnuTaJ, BIIOKCHHBIM HAa CaMOW paHHEWU CTaJIuHu
IIPOEKTa

N0JI y4acTUsl B KaluTaje

KOMITAHUSI ¢ KOPOTKOM MCTOPUEU ONEPaIMOHHON
NEATEIIbHOCTH, MOJIO/Iasi KOMITaHUS

MPEXKHUE JOCTUXKEHUS (KOMITAHUM ), PE3YJIBTAThI
paboThl KOMIIAHUU

KaluTall, BIIOXKEHHBIA B HOBOE MPEIIPHUSITHE,
CBA3aHHOE C PUCKOM

KU3HECTIOCOOHBIN, KOHKYPEHTHOCIIOCOOHBINH
KU3HECTIOCOOHBIN B KOHKPETHBIX YKOHOMUYECKHUX
YCIOBUSAX

= Starting Point

1. Pronounce the international words correctly:

‘contacts a'ssociate in.sti tu.tional ‘op.ti.mal
‘cont.ract inno vation po ten.tial per 'spec.tive
‘gene.rate in'vestor pro ‘jec.tion va'ri.ety
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2. Organise the word combinations related to the topic Venture Capital
Financing in the table below. Work with a partner and compare your answers.

A scalable business model, emerging companies, high growth potential, an
ownership stake, to earn significant returns, experienced business executives, to get
guidance, a deep industry experience, a good track record, institutional investors,
financial feasibility, a competitive analysis, due diligence, a one-time injection,
mentoring and guidance, seed money.

Startups Venture capitalists Business angels

3. Answer these questions.

1. What are the main ways that established companies raise capital? Are they
efficient in your opinion?

2. If you started your own business, what would it be? How would you raise
money for your company?

3. What problems would you expect to have if you started your own business?

4. What kind of business would you invest in?

@ 4. A. You are going to watch a video clip about venture capital investing.
Before watching, check your understanding of the words and phrases in the
box by matching them with their definitions (1-9).

deploy v e seed funding e hesitant adj e high-rewarding adj
institutional investors e buzz n e reshape v
dough n e outweigh v

1) giving you a good feeling that you have done something valuable, important,
etc.; giving you money or profit;

2) bring into effective action, to utilize;

3) tentative, unsure, or slow in acting or speaking;

4) an atmosphere of excitement and activity;

5) the money raised to begin developing an idea for a business or a new product;

6) form (something) differently or again;

7) a business entity which pools money to purchase securities, real property,
and other investment assets or originate loans;

8) be heavier, greater, or more significant than;

9) money (informal).

Capital, Watch This First” at https://drive.google.com/file/
d/16vwvAG3YbVhmyDofpF0xS2XrsV1a-oaV9/view?usp=sharing
and answer the questions that follow.




1. What is the origin of money deployed by a VC firm?
2. What business documents from a startup are required by a venture capitalist?

3. Who needs a back-up plan in “the VC game™?

4. What factors do VC firms have to consider when putting money into a

startup?

5. Why do VC firms prefer investing in tech startups?
6. What investment stages are mentioned in the video?

7. When does an IPO take place?

=) Reading

Text 1. Understanding Startups and Venture Capital

5. A. Before reading the text check your understanding of some relevant
words/word combinations by matching up the following Russian equivalents

with their English ones:

1) nosicHuTENnbHAs 3aMKUCKa, KOMMEHTapH
2) peHTabeIbHOCTh MHBECTUIINN, OKYTTAeMOCTh
BIIOKEHUU
3) npexxHue AOCTHKEHUS (KOMIIaHWH)
4) oCylIeCTBUMOCTb
5) KOMIaHUs, YbH aKIIUU HE TOMYIICHBI
K OupkeBOMYy 000pOTY
6) TJIaH BBIBO/IAa MHBECTUIIUH
7) mporHo3 oobema pean3alnuu
8) moHectu yOBITKU
9) cybcunupoBarh, (pUHAHCUPOBATH
10) orpanudeHHbBI TOBapOOOOPOT (00BEM
(bMHAHCOBBIX MOCTYTUICHUN)
11) ¢puHaHCOBBIC JOKYMEHTHI
12) pykoBOAMTENb BBHICHIETO 3BEHA

a) unquoted company
b) exit plan

c¢) incur losses
d) sales projection
e) financials n

f) return on investment
g) back v

h) track record

1) executive

) feasibility n

k) statement n
1) limited revenue

B. Scan the text for the information about the essence of startups and the

nature of venture capital funding.

The term “startup” refers to a company in the first stages of operations. Startups

are founded by one or more entrepreneurs who want to develop a product or service for
which they believe there is demand. These companies generally start with high costs
and limited revenue, which is why they look for capital from a variety of sources
such as venture capitalists. According to a startup guru Steve Blank, this business
entity is a “temporary organization designed to search for a repeatable and scalable
business model”.
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The word “startup” was originally coined in the early tech revolution in 1970s,
referring to a new breed of small companies with astonishing growth potential.
However, startup became a popular term in the 1990s and early 2000s business boom
with brands like Microsoft or Apple scaling up at a faster pace than ever seen before.

Venture capital is a form of financing that provides funds to early stage, emerging
companies with high growth potential, in exchange for equity or an ownership stake.
Venture capitalists take the risk of investing in startup companies, with the hope that
they will earn significant returns when the companies become a success. They are
wealthy enough to take losses that may be incurred by investing in unproven, high-
risk companies. When choosing companies to invest in, they consider the company’s
growth potential, the strength of its management team, and the uniqueness of its
products or services.

Venture capital allows entrepreneurs with minimal operating history and
inadequate funds to secure capital to launch their business and also get guidance
from experienced business executives. Entrepreneurs might have been unable to
access bank financing due to the lack of experience in business and the high-risk
nature of startup businesses, and venture capitalists come in as a relief.

Contrary to public opinion, VCs do not normally fund startups from the onset.
Rather, they must be seeking to target firms that are at the stage where they are looking
to commercialize their idea. The VC fund will buy a stake in these firms, nurture their
growth and look to cash out with a substantial return on investment (ROI).

Venture capital firms typically comprise small teams with technology
backgrounds (scientists, researchers) or those with business training or deep
industry experience. Just as management teams compete for finance, so do venture
capital firms. They raise their funds from several sources. To obtain their funds,
venture capital firms could have demonstrated a good track record and the prospect
of producing returns greater than can be achieved through fixed interest or quoted
equity investments. Most venture capital firms raise their funds for investment from
external sources, mainly institutional investors, such as pension funds and insurance
companies.

It is typical for venture capital investors to identify and back unquoted companies
in high technology industries such as biotechnology and IT.

The investment process, from reviewing the business plan to actually investing
in a proposition, typically takes a venture capitalist between 3 and 6 months. To
support an initial positive evaluation of your business proposition, the venture
capitalist will want to assess the technical and financial feasibility in detail. They
will assess and review management information systems; forecasting techniques
and accuracy of past forecasting of the company; the latest available management
accounts, including the company’s cash/debtor positions; bank facilities and leasing
agreements; pensions funding; employee contracts, etc. Venture capital firms will
judge a startup company by the following critical documents:
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Business Summary. 1t is a brief statement covering the main points that includes
a discussion of management, profits, strategic position, and exit plan.

Business Plan. A detailed document that outlines what you are going to do and
how you are going to do it; the management team (including full resumes; business
strategy); marketing plan (sales projections, distribution, market, and competition;
financials) and a competitive analysis.

Due Diligence. The due diligence process serves not only as a function to
better understand companies, but also to quickly screen out those that may not
be successful or fit within the fund guidelines. Due diligence is the term used to
describe what an investor does to evaluate a potential investment opportunity.
For venture capitalists, this is both a very critical step and a challenging one. This
is because the thorough investigation across a founding team, market, business,
products, and financials involves lots of assumptions and often few reliable
signals.

Marketing Material. Any document that directly or indirectly relates to the sales
of your product or service.

C. Complete the following sentences and translate them into Russian.

1. Venture capital is a form of financing that

2. Venture capital allows entrepreneurs with minimal operating history and
inadequate funds

3. The VC fund will buy a stake in these firms :

4. Venture capitalists take the risk of

5. Venture capital firms typically comprise small teams with technology
backgrounds or

6. It is typical for venture capital investors

7. Due diligence is the term used

Vocabulary

6. Match the words with their synonyms:

1) achievability, possibility a) track record

2) accomplishments b) financials

3) unlisted company c) back v

4) forecast d) assess v

5) ownership stake e) feasibility

6) sponsor v f) unquoted company
7) yield, profit g) projection

8) accounting statements h) equity

9) evaluate v 1) return
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7. Match the words/word combinations in the box with their definitions below:

feasibility e unlisted company e return on investment e to back
a track record e competitive analysis e due diligence e an executive
(an)institutional investor e bank facilities e scalable e a stake

1) a company, whose shares are not traded on a stock exchange;

2) the portion owned or invested in a business venture;

3) a performance measure used to evaluate the efficiency of an investment or
compare the efficiency of a number of different investments;

4) the past achievements or performance of a person, organization, or product;

5) the state or degree of being easily or conveniently done;

6) a company or organization that invests money on behalf of other people.
Mutual funds, pensions, and insurance companies are proper examples;

7) a comprehensive appraisal of a business undertaken by a prospective buyer,
especially to establish its assets and liabilities and evaluate its commercial potential;

8) a person with senior managerial responsibility in a business;

9) to give financial, material, or moral support to;

10) used to describe a business or system that is able to grow or to be made larger;

11) is the process of categorizing and evaluating your competitors to understand
their strengths and weaknesses in comparison to your own;

12) financial assistance programs offered by banks and lending institutions to
help companies.

8. Fill in the gaps. Choose the right variant from the words given in the box.

cash flows e return on investment e acquisition e entrepreneurs
crowd funding e startups e exit event e angel investors e ventures

Venture capital is one source of financing for 1) and i1s an important
source of funding for startups that do not have access to other capital or the ability
to generate sufficient operating 2) through revenue from launch. Venture
capital is offered with the expectation of generating a 3) , typically through an
4) such as an initial public offering (IPO) or 5) of the company. Smaller
ventures sometimes will first rely on family funding, loans from friends, personal
bank loans, or 6) . Larger projects or more experienced 7) may turn to
8) or venture capital companies that specialize in financing new 9)

Discussion

9. Work in pairs and discuss the following questions.

1. What kind of information is given about startups in the text?
2. What do venture capitalists take into consideration when choosing companies
to invest in?
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3. Why do entrepreneurs seek the financial support of VCs?

4. When do VCs start supporting startups?

5. What are the essential features of venture capital firms?

6. How much time does the investment process take?

7. What are the critical documents that venture capital firms use to evaluate a
startup?

8. What is the purpose of the due diligence procedure?

Text 2. Business Angels

10. A. Before reading the text match the Russian word combinations with
their English equivalents:

1) oOiieHanmoHaabHOE TPU3HAHUE a) counterpart
2) MOryImMii ObITh PEAMETOM OOCYKIEHUS b) to foster innovation
3) OOBIKHOBEHHBIEC aKLIUU c) viability
4) CIBUHYTHh «C MEPTBOM TOUYKH» d) expertise
5) NEeHEeXXHBIN JT0XO/ e) negotiable
6) cnocoOCTBOBaTh Pa3BUTHIO MHHOBAIUI f) national recognition
7) )KU3HECIIOCOOHOCTb, g) equity shares, common
KOHKYPEHTHOCIIOCOOHOCTh stock
8) mesTenpbHOCTH Ha Oyaro oOIecTBa h) voting right(s)
9) cnenuanbHbIC 3HAHUS, OIBIT 1) monetary return
10) mpaBo rosoca j) to get off the ground
11) nuiio, 3aHMMalOIIee aHATOTUYHBINA TOCT k) community involvement
B JIPyTOM OpraHU3aluu

B. Read the text and focus on advantages and disadvantages of obtaining
capital via business angels.

There are various options of funding available for those who wish to start their
new businesses. One of them is finding an angel investor.

Angel investors (or business angels) are most often individuals (friends, relations
or entrepreneurs) who want to help other entrepreneurs get their businesses off
the ground — and earn a high return on their investment. They provide a one-time
injection of seed money or ongoing support (between $150,000 to $1.5 million) to
the person rather than the viability of the business to carry small startup companies.

Angel investors can provide the basic capital for a new business in return for:

1. Capital in exchange for equity shares. Typically, the angel investor takes no
more than 15-30 percent equity in their invested company.

2. Stock options. Common stocks represent a unit of ownership in which the
holder has voting rights in company decisions, while preferred stockholders do not
carry corporate voting privileges. With stock options, the angel investor would hold
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a seat on the board and have the power to postpone the dividend payments he would
receive from his stock.

3. Assistance of associates. An angel investor might have invited one or two of
his associates to help out with regular company operations. The angel investor will
make sure his invested company is performing at its optimal state.

There are some distinct advantages of business angels. They are as follows.

1. Business angles are characterized by flexible business agreements. Because
they are investing their own money, their business deals can often be negotiable.
Because of this flexibility, they are more likely to be excellent sources of capital for
early-stage businesses.

2. Angels can bring forth vast knowledge and experience to a new company.
Many angel investors were once entrepreneurs themselves and can offer desired
support, expertise, and contacts in making a business grow.

3. Angels do not require high monthly fees.

4. One more advantage of business angels is their community involvement.
Many angel investors choose to invest locally, which creates employment
opportunities and helps stimulate economic growth by encouraging consumers to
purchase their products. Many angel investors take pride in using their expertise in
giving back to their community.

5. Angels are located everywhere, practically all industries. They invest in
nearly all markets worldwide. Regardless of the market sector that an angel is
involved in, what attracts an angel investor to a specific venture is the potential for
a company’s profitability and growth.

However, business angels cannot be considered an ideal means of funding. They
also have drawbacks for an entrepreneur. Among them are the following.

1. Can actually be deceptive. While the majority of angel investors truly look
beyond the promise of monetary return, there are a few angel investors who are
greedy and motivated by money rather than in promoting the good of the firm. They
are less patient with new entrepreneurs and do not provide any mentoring or guidance
during a company’s early stage of development.

2. Can be costly. In exchange for providing the needed startup capital for a
new company, many angel investors often require a certain percentage of stake in a
company, starting at 10 % or more, and expect a large ROI for their exit. From their
perspective, this is a reasonable exchange since they are investing in very young and
risky businesses that have not yet been established. In addition, angel investors may
hire skilled professionals to ensure the day-to-day business operations.

3. Do not have national recognition. While there are well-documented directories
of venture capital firms available, there is no national register for angel investors.
Due to these differences, angel investors do not have the national recognition as their
VC counterparts.
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Angel investing has grown over the past few decades as the lure of profitability
has allowed it to become a primary source of funding for many startups. This, in
turn, has fostered innovation which translates into economic growth.

C. Complete the following sentences and translate them into your language.

1.

Angel investors are most often individuals who want to help other

entrepreneurs

2.

AN

7.

With stock options, the angel investor would

Because angel investors are investing their own money

Many angel investors choose to invest locally

Regardless of the market sector that an angel is involved in,

Business angels can be less patient with

In exchange for providing the needed startup capital for a new company,

many angel investors

8. While there are well-documented directories of venture capital firms
available
Vocabulary
11. Match the two parts of these collocations. Translate them into Russian:
1) voting a) payments
2) raise b) investment
3) dividend c) support
4) community d) rights
5) high-risk e) injection
6) ongoing f) capital
7) one-time g) recognition
8) monetary h) involvement
9) national 1) return

12. Read and decide if the following refers to a venture capital firm or a
business angel?

l.

PN

100

is attracted by more equity at a lower price in the market.
pretends to be a co-owner of the company.

helps his friend get business off the ground.

applies hands on approach in his practice.

applies hands off approach in his practice.

pools money from different sources.

will receive modest returns.

makes follow-on investment.



9. has no national recognition.

10. minimizes the risk by investing later-stage companies with a proven
track record.

11. has vast industry knowledge and professional investment experience.

12. is seen in limited industries.

Discussion

13. Discuss with your partner whether the following statements are true or
false according to the information in the text.

1. An angel investor is usually a high-net-worth individual who funds startups
at the early stages, often with their own money.

2. Angel investors typically take care of pooled money from other investors
and place them in a strategically managed fund.

3. Essentially, angel investors are the opposite of venture capitalists.

4. Business angels are generally considered an ideal means of funding.

5. Due to a certain flexibility, angel investors are more likely to be poor sources
of capital for early-stage businesses.

6. Business angels get hefty monthly fees.

7. Many angel investors are known for their contribution to the community
development.

8. The majority of angel investors are only focused on the promise of monetary
return.

9. Angel investors do not have the same recognition within a country as their
VC counterparts.

14. Angel investors and venture capitalists are both essential parts of the
startup funding. Discuss with a partner and complete each cell of the table
with 2-3 words or phrases about venture capital and business angels. Use
the information from the texts and your background knowledge, browse the
Internet if necessary.

Typical criteria/features Angel investors Venture capitalists

capital injection

time period of investment

stage of investment

requirements

advantages

disadvantages
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=) Grammar Workshop

Modals Verbs Review: Should, Ought to, Must, Have to

o Should is used for expressing advice and showing that you have to do something
or are obliged (required) to do something.
e.g. You should talk to your supervisor if you have a problem. (4dvice)
e.g. | should finish this report by Friday. (Obligation)
O Must is used to express strong obligation. Use this verb to discuss things that
absolutely have to happen.
e.g. You must turn off the lights if you are the last person to leave the office. (Obligation)
o Will can be used to indicate a request.
e.g. Will you take this up to the marketing department on the 12th floor? (Request)
o The modal verb would is used to show a wish or preference. It can also be used
to give advice.
e.g. | would rather go to work early than stay late. (Preference)
e.g. | would talk to the manager if [ were you. (Giving advice)
o It can also be used in requests, in a way that is similar to the use of will but more
polite.
e.g. Would you take this up to the marketing department on the 12th floor? (Polite
request)
o A semi-modal verb ought to may have the following uses: probability, necessity,
advice.
e.g. Higher oil prices ought to hit exports. (Probability)
e.g. You ought to get permission first. (Necessity)
e.g. We ought to increase our spending on PR. (4dvice)
o Note. To express lack of obligation or necessity we might use semi-modal verbs
have to and need in the negative forms.
e.g. We don’t have to get an import licence.
e.g. We needn’t do it now. We will do it later.

15. A trainer is giving feedback on a speaker’s presentation skills. Complete
the sentences with must, needn’t or mustn'’t.

1. You try and speak a bit louder, or people at the back won’t be able
to hear you.

2. You prepare your talks more carefully; they still sound disorganized.

3. You spend weeks and weeks on preparation, but two or three days is
a good guideline.

4. You move about too much when you are talking — stay still.

5. You use PowerPoint if you don’t want to — a good handout will be fine.

6. You try and make eye contact with the audience — it makes them and
you feel more relaxed.

7. You read from a script — they have come to hear you speak, not read aloud.
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8. You go too fast — go too fast — remember that some of the audience
will not be native speakers.

9. You answer questions as you go along — you can ask your audience
to save questions until the end.

16. The sentences below describe some company rules about the use of
computers in an office. Circle the best modal verb to complete each sentence.

1. Staff must not/can/should not access the Internet, but only for work-related reasons.
They certainly must/must not/don 't have to do online shopping during work hours.

2. Members of staft should/should not/dont have to tell anyone else their
password.

3. Staff must/must not/dont have to use the company screensaver. They can
choose another one if they prefer.

4. Staff should/must not/don t have to bring their own floppy disks to work, in
case they infect the system with a virus.

5. Staff should/should not/don t have to place drinks near a computer keyboard.

6. Managers must/can/cant monitor use of emails and the Internet but they
must not/should/dont have to tell staff that they are going to do so. They must/
should not/dont have to open employees’ emails without a valid reason.

=) Assessment and Critical Thinking

17. Revise the topical vocabulary and be ready to respond to sample questions
for academic discussion.

1. How are angel investors different from venture capitalists?

2. How do you know which one you should turn to when you are raising money
for your startup?

3. If you were a business angel, what start-ups would you invest in? In what fields?

4. What is important when looking for finance to start up a business?

5. What are likely disadvantages of business angels’ funding?

18. Discuss the following situations with a partner and provide your ideas and
solutions.

1. You run a startup and a business angel (BA) is planning to invest in your
project. What spheres of business will you allow him to engage in and which will
you control by yourself? Share your ideas.

2. You are a representative of a venture capital fund and you are negotiating a
deal with aspiring entrepreneurs. Discuss the stages of your investment.

3. Venture Capitalists (VCs) conduct in-depth research before investing in any
new startup business. Come up with the list of steps you would like to take before
investing in a certain startup.
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