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NEPEIMOBA

MertoauuHi BKa3iBKHM MiATOTOBIEHI nua cryaeHtiB Il xypcy 3a cme-
[iaJbHICTIO: NHWBIJIBHE MpPaBO Ta MIANPUEMHHUIITBO; JIEpXKaBHE YyIpaB-
JMiHHA, a TaKOX JMJJIs MaricTpiB IeHHOi Ta 3ao4Hoi (OopM HaBYAHHS.

lomoBHa 3amaya METOOWYHHX BKa3iBOK — mpodeciiiHo-MOBHA TMif-
TOTOBKA CTYZCHTIB, TOOTO aKTHBHE 3aCBOEHHS HUMH JEKCHUYHUX OJH-
HUNOb [ TEepeKiIafxy TeKCTiB 3a CHemialbHICTIO, a TaKOX YCKIJaJHe-
HUX TpaMaTHYHUX CTPYKTYp Ta BMIHHS CIUIKYyBaTHUCA Ha mpodeciiHi
TEMH.

CTpykTypa METOOWYHHUX BKa3iBOK MOUIMTHCSI Ha TPU MOAYIi, Oyno-
Ba SKHX HAJa€ MOXIHWBICTh €()EKTHBHO 3aCBOIOBATH Y4YOOBY TEpMiHO-
Joriro Ta (aKTHYHHH MaTepiad 3 aHTIIHCHKOI MOBH.

Koxuuit mMoxynp MicTuTh 0a30BHH HeagalTOBaHUM TEKCT i3 Cy-
YaCHHUX JIKEpela [iT0BOi aHTIIHCBKOI MOBH, [0 SKOTO JOJAOTHCH
rpaMaTHYHi Ta JIEKCHYHI BIIpaBH, TEMaTH4YHI MHTAaHHSA, TEPMIiHOJO-
rideuil caoBHUK. JluciumiiHa MicTUTh B c0o0i TeMaTHYHHH Martepian
HampsAMKY mpo¢eciiiHol AiSTBHOCTI AEpXKaBHOTO CIYyXOOBIS 3 Tmpa-
Ba Ta MiANPHEMHUITBA B MaWOyTHBOMY.

Tectn Ta BHpaBH pi3HI 3a CKIAAHICTIO B JEKCHYHOMY Ta Tpama-
THYHOMY acleKTaX, TOMY IpW HaBYaHHI JIJIOBI MOBI HaJaeThcs
npeporaTHBa iHAWBINAyalbHUM BHAaM poOOTH fAK B ayguTopii, Tak i
BOMA.

JesaxkuM TekcTaM HagaeThCAd IepeBara B Iepekasi Ta OOTOBOpPEHHI.

[IpakTu9Hi 3aHATTS MalOTh Ha MeTi mojganbmie (GOpMyBaHHS MOB-
HUX HaBHYOK 1 BMiHb, Ta IX MHPaKTHYHOTO 3aCTOCYBAaHHS MUISIXOM
BUKOHAHHS CllyXxadaMH pPEKOMEHJOBAaHMX KOMYHIKaTHBHHUX BIIpaB Ta
3aBJaHb 3a BIANMOBIZTHUMH TeMaMU MOAYNiB. g AOCATHEHHS NEBHO-
ro YyCIHixXy, HEOOXiTHO TaKoXX OBOJOITH TEPMIHOJOTIYHUM MOBHHUM
MiHIMyMOM, SKHH OyB CKIaJeHUH SK IHTEeTpalbHa YacTHHA Kypcy.

JI. B. Huoicnuxosa



CHAPTER 1

Bankruptcy
Active  Vocabulary

produce [pr3' dju:s] v, mpembsABIATH, MPEIOCTABIATH; IIPOU3BOJUTH;
NPUHOCHUTH, JaBaTh; CO3JaBaTh - NpPEA'SBIATH, XaBaTtu (BiggaBaTH),
BUPOOJIATH, NIPUHOCUTH, CTBOPIOBATHU

income [' inkam] nm noxon; mpuxox; 3apaboTOK - MPUOYTOK, NPHXij,
3apmjara

bill [bil] m cueT; cHHCOK, HWHBEHTAph, OWJIb, 3aKOHOMPOCKT -
pPaxyHOK, CIHCOK, IHBEHTap; Oijlb, 3aKOHONPOEKT

lose [lu:z] v TepsTh; yTpaTuTh, NOTEPATh; IPOUrPHIBATH - BTpa-
4aTH, BTPAaTUTH, NpOrpaBaTu

invest [in' vest] v momemarh, BKJAJbIBATh KamUTal - MOMIIIATH,
BHOCHTH KamiTami

damage [ 'deemidj] v moBpexnaaTh, MOPTUTh, HPUYHUHATH yuIiepO -
YUIKOJO)KYBAaTH, IOMIKOJXXKYBAaTH, 3amofisiTH MIKOAY

destruction [dist ' rJIk/(3)n] n paspylieHHE; YHUYTOXKEHHE - PO3-
pyxa, 3HHUIIEHHS

lawsuit [ 'b:sju:t] n cyneOHBIE mpolecc - CyAOBHH mpoIec

cause [ko:z] v OBITh NPUYMHON; BBI3BIBATH; NPUYUHATH - OyTH
NPUYMHOI, BUKIHMKATH, 3aIlOAISATH

failure [ 'feilja] n Heynmaua, mpoBaj, HECOCTOSTEIBHOCTH, Kpax -
HeBJaya, IpOBajuWHA, Kpax

handle [ 'haendl] v oOpamarbcs; TpakToBaTh; YNPaBIsATh, KOHT-
pojupoBaTh - 3BEpPTATHCS, TPAKTyBaTH, KEpyBaTH, KOHTPOJIOBATHU

deal (with) [di:]] v umeTp meno; crajikuBaTbCs, OOPOTHCS - MaTH
CIpaBy, CTHUKAaTHCI, OOpOTHUCSH

owner [' ouna] n coOCTBEHHHWK; BJajeiel - BJIACHUK

subject [' sAbdjikt] a mogBepiKeHHBII; MOABIACTHBIA - IiABIATHUI

protect [pra' tekt] v 3amumiate, NpeaOXpaHITh - 3axHINaTH, ybepiratu

result [ri' zAlt] v wumerb pe3ynbTaTOM, HPUBOIHMTH - MaTH Ha-
CHimoK (MaTu pe3ynbTaT), NPUBOIUTHU

speculate [ 'spekjulativ] a HecTpaxyeMblii, PUCKOBaHHBIA, KOM-
MEpUYeCKUd - PHUCKOBAHMM, HECTpaxyeMHil, KOMepuUidHUU

speculate [spekju 'leit] v pa3MbpInIATh, OOMYMBIBATh; CIEKYJIHPO-
BaTb - pO3IyMyBaTH, OOJIyMyBaTH, CIEKYJIIOBATH

outcome [ 'autkAm] n wucxon, pesyibTaTr - pe3yibTar

face [feis] v CTOSATH JIMIIOM K; CTAJKHBATHCS C - CTOATH OOJHYYSIM
J10, CTUKAaTuCs 3

enterprise [ 'entarpraiz] n npeaupusTHE; NPEANPUUMYUBOCTD; NpPEI-
MPUHUMATEIBCTBO - MIIIPUEMCTBO, 3aMOB3STICTh, MIJIPUEMHHUIITBO
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reduce [ri' dju:sj v CHHXXaTh, yMEHBIIATh, COKpANIaTh - 3HIKY-
BaTh, 3MCHINYBAaTH, CKOpOYYyBAaTHU, MNOHUNKATU

sound [saund] a kpemkuii; MPOYHBIN; HANEKHBIA - MINHUN, HATIAHUN

profitable [' profitabl] a npuOBUIBHBIA, MOXOIHBINH, BBITOJHBIN -

npuOyTKOBUM, HOXIAHUH, KOPHUCHUU
market demand [' ma:kit di' ma:nd] pBIHOYHBIH cHOpPOC - PHUHKO-

BUWA TOMUT
[iks' pensiz] pacxonabl, HU3AEPXKKH - BUTPATH

expenses
insolvent [in' SDlv(e)nt] a HemmarexecnocoOHbIN, HECOCTOSATENb-
HBIIl - HEeNmJIaTO3J4aTHUW, HEMJIaTOCIPOMOXHUMN

declare [di' kka] v 3acraBusTh; 0O0BIBIATH; O0O0HapOIOBAThH -
NpUMyLIyBaTH, 00'sBIsiTH, OOHapoayBaTH

liability [ ,laia 'biliti] 1 OTBEeTCTBEHHOCTH; 00s3aTEILCTBO; Pi JOJTH,
3aJI0JDKHHOCTBH - BIJNOBiZaJIbHICTh, 00OB'I30K, OOpru, 3a00proBaHiCcTh

assests [' «sets] n UMymIecTBO (IOJDKHMKA); aKTHUBBI - MAalHO, aKTHBU

receiver m IHI0, YHpaBIsfMoOIlee HMYIIECTBOM OaHKpPOTa, pacmo-
psaguTens - ocoba, Kepyroua MaiWHOM OaHKpOTa, PO3MOPSAHUK

go under v pasopsATHCSA - PO3OPATHCS

to the tune n Ha cymMMmy - Ha cymy

destroy [dis'troi] v pa3pylaTh; YHHUYTOXaThb - PYWHYBaTH, 3HH-
IyBaTHU

extend [iks 'tend] v mpocTupaTh; yBEIWYUBATh; IPEAOCTABIATH (3aii-
MBI, KpEIHUT, I[OMOINb) - 30UNbIIyBaTH, HAJaBaTH KpPEOUT, JONOMOra

supplier [sap'iaia] n MOCTaBIIMK - MMOCTAYaJIbHHUK

halfway house n kommpommucc - KOMIIpoOMic
reach (an agreement) 37. NpPUNUTH K COTJIAIICHUIO - MPUNTU 0 3TOAH

O3HAKOMUTEJBHBIA TEKCT (1000 3HakoB)
(for skimming reading)

Basic Business Operations-Finance.
A company that imports cheese from France for resale in the

United States operates under the basic risks that it may not be
able to produce enough income to pay its bills. Owners risk losing
some or all of the money they invested to start and operate the
company. Beyond this, however, the company is subject to risks
that have nothing to do with the usual shifts in the economy. A
shipment of cheese may be damaged at the dock or may sink at
sea. A warehouse may burn down, resulting in the destruction of
large amounts of expensive inventory. A delivery truck may strike
a pedestrian or a loading dockworker, resulting in a lawsuit against
the company. The company's president may die from a heart



attack, causing loss of income and affecting the management of the
company.

These and other kinds of occurrences threaten the security of
businesses. They cost money, and they may cause business failure.
Through the years, various kinds of insurance have been developed
to share these risks. Insurance protects businesses from many types
of losses. For large corporations, the variety of insurable risks and
the ways of dealing with them are so numerous that special
departments are often established to handle risk management.

1. Choose the right statement from the text;

1. Owners are sure of receiving enough income to pay the bills.

2. Owners always risk losing some or all of the money they
invested to start and operate the company.

3. Owners never risk losing some or all of the money they
invested to start and operate the company.

4. Owners can prevent the business failure.

5. Owners can be immune to losing their money <o start and

operate the company.

II. Give the main idea of the text.

RISK

The possibility of loss or damage

For a business, risk is the possibility of the loss of invested
money or the loss of or damage to other valuable possessions.
Accordingly, there are two main classes of business risks:

speculative and insurable.

SPECULATIVE RISK

The uninsurable chance of failure

Owners who invest money in a business are speculating on the
outcome of the business operations. They hope that their
investments will increase in value as the business grows and makes
profits. They always face the possibility, however, that they may
lose some or all of their investments if the business fails. Speculative
risks are basic to the private enterprise system.

Managers must always use care in trying to reduce speculative
risk. They must try to manage product development and quality,
prices, distribution, and the availability and cost of materials to
produce a sound and profitable business. They must juggle the
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constantly changing influences of market demand, interest rates,
and government regulations. No matter how carefully managed,
business cannot be immune to speculative risk as long as private
capital is invested with the expectation of making a profit. There
is always the possibility that a point may be reached where income
is not sufficient to meet expenses and the business becomes
insolvent. 1f that occurs, the firm may be declared-or declare itself-
bankrupt. Bankruptcy is the legal condition where liabilities exceed
assets with no hope of reversing this condition. When this happens,
the courts will appoint a receiver to liquidate the firm, that is, to
sell off its assets so as to pay the firm's creditors.

Commercial Bankruptcy. In the last decade there have been
spectacular business bankruptcies such as those that saw W. T. Grant
(discount chain), A. M. International (formerly Addressograph-
Multigraph office machines), and Branniff International (airlines) go
under to the tune of several hundred millions of dollars. Big or
small, however, the reason is the same: debt that is far larger than
the company's assets and growing faster than it can possibly be
paid off. Bankruptcy not only destroys the individual firm; it also
does damages to its employees and suppliers in the form of unpaid
wages and bills. It is not unusual for a sinking company to drag
its suppliers down with it - those who risked their own business
safety by continuing to extend trade credit when it was no longer
prudent.

There is a sort of halfway house for firms on their way to
complete bankruptcy. It is called Chapter 11 bankruptcy because
Chapter 11 of the Federal Bankruptcy Law allows the receiver to
try to reach an agreement with the firm's creditors short of
liquidation so that the firm may reform its financial structure and
recover. One way or another however, the number of firms being
compelled by their creditors to declare bankruptcy or who do so
on their initiative has risen dramatically in recent years.

Exercise 1. Put questions of different types: general, alternative,
special, disjunctive.

. Different kinds of occurrences threaten the security of businesses.
2. For a business, risk is the possibility of the loss of invested

money or the loss of or damage to other valuable possessions.
3. There are two main classes of business risks: speculative and

—_

insurable.
4. Bankruptcy is the legal condition where liabilities exceed

assets with no hope of reversing this condition.



Exercise 2. Choose the necessary word and put it in the

sentence.
1. are basic to the private enterprise system.
2. Managers must always use care in trying .. speculative
risk.

3. There is always the possibility where income is not sufficient

to meet expenses and the business becomes

4. There is a sort of . . . = for firms on their way to complete
bankruptcy.

5. Owners face the possibility that they may lose some or all of
their ... if the business fails.

6. When the business fails, the courts will appoint a receiver
the firm, that is to sell off its .. so as to pay the firm's
creditors.

7. Owners hope that their investments will increase in value as
the business grows and

1. to reduce 2. halfway hose 3. make profits 4. to liquidate
5. speculative risks 6. insolvent 7. investments 8. assets.

Exercise 3. Translate into English.

1. Hapsaay ¢ KOMMEpYECKMMH NPEANPHUATHIMU OT/AENIbHBIC JHUIA
TOXe MOTYy o0paTuThcsi B (eaepajbHbld Cyl 4YTOOBI OOBSIBUTH
cebs1 O0aHKPOTOM.

2. IlpyunHa OaHKPOTCTBA B TOM, 4YTO AOJT Pa3opHUBIIETOCS JIHIlA
0oJIbIIE, YEM JOXO.

3. CornacHo 3aKOHY O OaHKpPOTCTBE, JIMI[0, KOTOPOE OOBSABICHO
0aHKpPOTOM, JOJKHBI MO3BOJHUTH pacnpojarb CBOM aKTHBBI C
TE€M, 4YTOOBl pacCUUTaTbCi C KpEeJUTOpaMH H3 BBIPYUYCHHOM
CyMMBl M TIOTaCHUTh JOJT.

4. SlcHO, 4TO 3eMIieBlajeNblbl, (UHAHCOBHIE KOMIAHUU U IpY-
rue KpeJUTOpbl OrOPYEHBl, KOTJa JIMIA, KOTOPHIM OHH IpEeno-
CTaBWJIM JEHbIM B KPEIHUT, BBIHYXKJEHbl OOBSBUTH O CBOEM
0aHKpPOTCTRBE.

5. DTo - OCHOBHas MNpUYMHA, 1O KOTOPOH KOMMEpUYECKHUE
npeanpusiTHs H (QUHAHCOBBIE YUpEXJEHHS 3a4acTyl Tak
OCTOPOXHBI B MPEJOCTABICHUH NOTPEOUTEIBCKOTO Kpeau-
Ta.

6. CoriacHo rnaBe 13-0oif 3akoHa O OaHKpPOTCTBE [OJKHUK BBII-
J1auyuBaeT BECh CBOM JOJI MJIM 4YacTh Ha IPOTAKEHUU TPEX
JeT 1O IUIaHy, YCTaHOBJICHHOMY CyJIaMH.



Exercise 4. Underline the subordinate clauses in the following
sentences and then classify them in the table below.

There is one of each type.

—_—

. The committee met to discuss a river pollution problem.
2. If the pollution was caused by local industries, they would

have to pay compensation.
3. The pollution concerned chemicals which had leaked into the

river.

4. The problem was noticed when dead fish were found in the

river.

5. Although companies had strict regulations on the disposal of

chemicals, mistakes occurred.

6. The inquiry asked what training workers had been given.

7. The Manager said her company had done everything possible

to avoid the leakage of chemicals into the river.

Reported | Condition | Time Relative | Contrast | Purpose | Reported |

Question clause speech 1

Dialogue

Jim Hi, Alice. How are you getting on?

Alice Fine, as usual, thanks, Jim. What about you?

Jim I'm OK. It's nice to see you.

Alice You too. I'm glad you are not in a hurry and
we have time to talk.

Jim Sure.

Alice I'm thinking of starting my own business - a cafe.
I guess I must learn about the responsibilities and
risks of going into business.

Jim Yes, I have to tell you about the risk involved.

Alice What do you mean?

Jim First of all, the most important risk is that you
have unlimited liability. It means that you are
responsible for all your business debts.

Alice So, if the business fails, I have to declare personal
bankruptcy, don't I?

Jim That's what I mean. You can lose your personal assets.

Alice Well, it is rather disappointing. And what may
cause business failure?

Jim The reason is always the same - bankrupts owe

far more than they can ever expect to pay back.
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Alice It makes me sad. And what does it mean?
It means that individuals who are declared bankrupt
must allow the courts to sell their assets to pay
their creditors as much as possible from the proceeds
and cancel whatever debt is remaining.
Alice Is there any way out?
Jim Yes, there is. Individuals are able to seek chapter
13 bankruptcy. This provides for the debtor to
pay all or part of his or her debts over a period
of three years under a plan approved by the courts.
Alice Well, thank you very much. Now I seem to know
a lot about business and bankruptcy. But I'll try
to do my best to avoid it.
Jim Good luck! It's time to go now.
See you later. Bye.

Jim

Make up your own dialogue. You are going to start your own
business. Ask a lawyer or an experienced person how to do it and

to avoid failure in business.

Materials for self-study

BANKRUPTCY
1. Introduction. The law of bankruptcy governs the situation

where, when a person is unable to pay his creditors, his property
is distributed among them pro rata (with certain exceptions). The
law also provides for the discharge (ie release from future liability)

of the bankrupt person in certain circumstances. The rules relating
to bankruptcy are contained in the INSOLVENCY ACT 1986.

2. Terminology:

a. Adjudication order. This is the Court order which makes the

debtor "bankrupt" and causes his property to vest in a
trustee for the benefit of his creditors.
b. "The debtor" and "The bankrupt". When referring to a person
before the adjudication order is made he should be designated
"the debtor"; subsequently he is referred to as "the bankrupt".
"Bankruptcy" must be carefully distinguished from "Insolvency".
The former term should only be applied after the making of
the adjudication order. Insolvency means that a person is
unable to pay his debts as they fall due.

3. The Petition. A petition for a bankruptcy order to be made
against an individual may be presented to the court by, for example:

10



C.
1)

3)

. The court may, if it

The individual himself;

. The Official Petitioner where a criminal bankruptcy order has

been made;
A creditor, or jointly by two or more providing:

The amount of the debt is at least £750;
The debt is a liquidated sum payable either immediately or

at some certain future time, and is unsecured; or

It appears that the debtor is either unable to pay or has no
reasonable prospect of being able to pay.
. Receivership:
is shown to be necessary for the

protection of the debtor's property, appoint the official
receiver to be the interim receiver of the debtor's property.
This is after the petition and before the bankruptcy order.

The debtor is required to give an interim receiver an

inventory of his property and any other information which

the interim receiver shall reasonably require to carry out his

function.
The receiver's function is to protect the debtor's property and he

may sell or otherwise dispose of any of the bankrupt's goods

which are perishable or whose value is likely to diminish. He
may summon a meeting of the bankrupt's creditors.
It is the duty of the official receiver to investigate the

conduct and affairs of a bankrupt and make such a report to

the court as he thinks fit.

Ascertainment and Investigation of a Bankrupt's Affairs. When
a bankruptcy order has been made, other than on the
bankrupt's petition, the bankrupt must submit a Statement
of Affairs to the official receiver. The statement of affairs
includes, for example, his assets, liabilities and a list of

creditors.
Public Examination of the Bankrupt. The official receiver may

at any time before discharge of the bankrupt apply to the

court for public examination of the bankrupt in regard to
his affairs, dealings, property and causes of his failure.
The Trustee in Bankruptcy:

The trustee is usually appointed by a general meecting of the

bankrupt's creditors, but may be appointed by the Secretary
of State or the court. Until a trustee is appointed the official

receiver is in control.
It is wusual for a trustee to work under supervision of a

committee of creditors.
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The INSOLVENCY ACT 1986 specifies in great detail the
powers, duties and responsibilities of the trustee. Some powers
may only be exercised with the sanction of the committee, for
example carrying on the Dbusiness of the bankrupt, or
mortgaging any of the property of the bankrupt to raise
money to pay his debts. Other powers may be exercised
without sanction, for example selling any property of the
bankrupt. In general the duty of the trustee is to realise the
property of the bankrupt and to discharge the liabilities in
respect of which the creditors have proved.

The trustee is entitled to such remuneration as is fixed by the
creditors or the committee of creditors. He must, of course,
keep accounts which are subject to audit by the committee
of creditors.

The Property of the Bankrupt. The property of the bankrupt
vests in the trustee, subject to following exceptions:

Such tools, books, vehicles and other items of equipment as
are necessary to the bankrupt for his personal use in his
employment or business.

Such clothing, bedding, furniture, etc. as are necessary for
satisfying the basic domestic needs of the bankrupt and his
family.

Property held by the bankrupt as a trustee for any other person.

Rights of action for personal injury.

Old age pensions and other payments granted under
statutory provisions, for example, the SOCIAL SECURITY
ACT 1975. The trustee may make an application to
appropriate part of these payments as and when required.

. Claims of Creditors:

Before the trustee distributes the money collected as a result
of the realisation of the bankrupt's property he will require
evidence of the creditors' claims. This evidence consists of
proofs which must be submitted by creditors before their
claims will be submitted.

. A debt may be proved by delivering or sending through the

post an affidavit verifying (if required by the official receiver),
or otherwise an unsworn claim. The claim must give details
of the debt and specify the vouchers, if any, by which the
debt can be substantiated. If the creditor holds security that
fact must be stated in the proof, otherwise the security will
be deemed to have been surrendered.

. Provable debts:



ii.

il.

iil.

ii.

—

iil.

iv.

Subject to the exceptions mentioned below, all debts and
liabilities, present or future, certain or contingent, to which
the debtor is subject at the date of the receiving order, or to
which he may become subject before his discharge by means
of any obligation incurred before the date of the receiving
order, are provable.

If the debt is contingent, i.e. dependent on the happening of
some future event, the trustee must assess its value and make
allowance for it. If the creditor disagrees with the assessment

he can appeal to court.

Non-provable debts:
Demands in the nature of unliquidated damages arising

otherwise than by reason of a contract, promise or breach of
trust. (Such demands would therefore usually arise out of a

tortious act of the debtor).
Debts which, in the opinion of the court, cannot be fairly

estimated.

Debts unenforceable at law, for example debts founded on
an illegal consideration or statute barred debts.

Secured creditors. A secured creditor is a person holding a
mortgage, charge or lien on the property of the debtor, or
any part thereof, as a security for a debt due to him from
the debtor. In the bankruptcy of the debtor there are 4
courses of action available to him. He may:

Surrender his security and prove for the full amount of the
debt;

Retain his security and not prove at all;
Realise the security, proving for the balance still outstanding,

if any, or accounting for any surplus;

Estimate the value of his security and prove for the difference.
A fully secured creditor would almost certainly take no
action. The facts would appear in the statement of affairs.
The trustee would have to decide whether to pay the debt in
full and sell the security for the benefit of the estate, or allow
the creditor to retain the security in full satisfaction for the

debt.
Some classes of debts carry interest at law.

Interest on debts.
In other cases the parties may have agreed that interest is
payable. The proof in respect of such debts should include

details of the interest due up to the date of the receiving order.
Interest cannot be claimed for a period after the receiving
order since one effect of the order is to stop interest running.
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g.

10. Distribution of Assets.

V.
vi

vi
X

— 9 O

Set-off. Where a creditor is himself under an obligation to
the estate as a result of his dealings with the debtor he may
set off the amount owed by him against the amount due to
him and to prove for the net amount. The debts must be due
between the same parties. Thus a joint debt owing by a
partnership cannot be set off against a separate debt owing
to one of the partners. Set-off is only allowed in respect of
dealings which result in a money payment, and not for
example where specific goods are to be returned.

Upon realisation of the assets, and
after payment of the costs connected with realisation, the
trustee must apply the proceeds in the following order:
Costs of administration, for example, his own remuneration.
Debts having special priority, (pro-preferential debts), for
example funeral expenses of a deceased debtor.

Debts having general priority, (preferential debts). These include:

Income tax due for 12 months.

. VAT for the period of 6 months.
i. Car tax due.
iv. Betting duty.

Social Security contributions.
Amounts owed to employees up to four months subject to
a limit of £1800 in any one case.

ii. Holiday remuneration.
. Repayment of any sum advanced for payment of any of the

1.

above.
Preferential debts rank equally, and in the event of the estate

being unable to satisfy all claims they abate equally, i.e. each
creditor receives an equal proportion of the amount owed to
him.

Unsecured creditors. Like preferential debts unsecured debts
rank and abate equally.

. Creditors for interest.

Deferred debts, for example debts between husband and wife.

. Any surplus is returned to the debtor.

1. Discharge of the Bankrupt. In the case of bankruptcy as a
result of a criminal bankruptcy order, or a person who has
been an undischarged bankrupt in the past 15 years, the
bankrupt must obtained discharge by court order after 5
years. Otherwise where a certificate for the summary
administration of the bankrupt's estate has been issued; the
bankrupt is automatically undischarged after 2 years and in



any other case, 3 years. An undischarged bankrupt is under

the following disabilities:
He cannot act as the director of any company, or directly or

a.
indirectly take part in the management of any company, except
by leave of the court by which he was adjudged bankrupt.

b. He cannot act as a receiver or manager of the property of the
company on behalf of debenture-holders, wunless he is
appointed by order of the court.

c. He cannot be elected to either House of Parliament.

d. He cannot be appointed or act as a Justice of the Peace or
a member of a local authority or other public body.

e. He cannot act as a solicitor.

Vocabulary

adjudication [3, djudi' kei/(3)n] n cyaeOHBIH TPUTOBOP - CYJIO-
BUI BHUPOK

debtor ['dets] n moykHHK, nebutop - OOpKHHK, nebGiTop

insolvency [in ' s3lv(a)nsi] HemaaTekecnoCOOHOCTh, HECOCTOSTEINb-
HOCTh - HEIUIATOCHPOMOXKHICTH

petition [pi' ti/(?)n] n 3asBIeHHE - 3asBa

petition for a bankruptcy - 3asBienue o OaHKpPOTCTBE - 3asiBa
npo OaHKPYTCTBO

vest (in) v mepexoauth (00 MMyILIECTBE) - MEPEXOJUTH (PO MaKHO)

trustee [trAs 'ti:] m nHomeYMTENb; ONEKYH - OIIKYH, HIKJIyBallbHUK

trustee in bankruptcy/of bankrupt's - ympaBusiomuii KOHKYpCHOU
Maccoil - Kepyrod4uil KOHKYPCHOK Macom

receivership m craryc nuia, ynpapisiolero HMYIIECTBOM HECOCTOS-
TEJIBHOTO JOJDKHHKA - CTAaTyC O0COoOM, Kepyrdoro MaiHOM OOpKHHKA

summon a meeting Vv CcO3bIBaTh, COOUpaTh, NPHU3BIBATH - CKIHKA-

TH, 30upaTu
ascertainment [, aesa' teinmant]
3'ﬂcyBaHH5[, YCTaHOBJICHHA
remuneration [ri, mju:na ' rei(a)n] omnjara, KOMHEHcauus - OILIa-
Ta, KOMIIEHCALis
creditors claim - mpaBo kpexuTopa Ha BocTpeOOBaHWe g0Jra -
npaBo KpeauTopa Ha BUTpeOyBaHHsS Oopry
provable debts - moka3yemsie g0drd - OOpTH, SKi JOBOAATHCS
evidence of debt - nonroBoil JOKYMEHT - OOpProBUH IOKYMEHT
non-provable debts - Hemokasyemble JOJTH - OOPru, MO HEIOKa-

3YIOThCS, J0Ka3zaHi Oopru

N BBISICHEHHUC, YCTAHOBJICHHUEC -



secured creditor - kpenuTOop, UMEHONHKA OOeCIeYCHUE OOJTra, Kpe-
JUTOpP MO oOecrneyeHHOMY JOJITy — KpPEAUTOp, L0 Mae 3abe3nedyeH-
Hsa Oopry, kpeautop mo 3abe3lmeyeHHOMY Oopry

set off (a debt) - xoMneHcupoBaTh, 3aCUUTHIBATH B CYET YETO-TO -
KOMIICHCYBAaTH, 3apaxoOByBaTH Ha pPaxyHOK OyAb-4oro (40roch)

uhdischarged bankrupt - HeBoCCTaHOBIEHHBIM B IpaBax OaHKpPOT-
HEBCTAHOBJEHHUII B mpaBax OaHKpPOT

discharge m - ocBoOOXJeHHE OT ymJIaThl J0Jra - 3BIJBHCHHS BiJ
cniaatu  Oopry

discharge v - ocB0o0OIUTH HECOCTOATENHHOrO JOJDKHMKA OT YILia-
Thl O0OJTOB, BOCCTAHOBUTHL B IIpaBaX HECOCTOATCJIHLHOIO AOJI’)KHHUKaA -
3BIIBHUTH HE3JaTHOro OOpXHHMKa BiJx cnjatu OOpriB, BIJHOBUTH B
npaBax He3JaTHOTO OOpKHUKA

Exercise 1. Translate into Russian paying attention to relative clauses.

1. The machine which produced this printout has been withdrawn.

2. Pat Smith, who heads the Administration Department, will
meet you on your next visit.

. Last year we sold the site where we started up our company.

4. I'm afraid we can't relax our payment terms at a time when
others are tightening theirs.

5. The only person who can give you the information is out of
the office at the moment.

6. The INS-300, which produced reasonable copy quality, has
been replaced by the INS-400.

W

Exercise 2. Combine the following pairs of sentences using the
conjunctions given.

1. The market has probably passed its peak.
Computer sales are still very high, (although)
2. Costs have come down.
The advances in computer technology have Dbeen
considerable, (though)
3. More people own computers.
The number of manufacturers has gone down, (while)
4. Machines are more reliable.
They are more complex, (but)
5. Computing capability has increased.
The physical size of the equipment has diminished, (whereas)
5. Users experience difficulties with compatibility.
A lot of money has been spent on this problem, (even though)



Exercise 3. Provide subordinate clauses to combine with the given
main clause. Use the type of subordinate clause

indicated by the prompt in brackets.

1. The press were critical of the company
(cause or reason)> staff training had not improved.

2. The company organised a press conference
(purpose)> answer criticisms.

3. The chairman said
(reported speech)> safety record relatively good.

4. The Health and Safety Executive supported the company
(time) > they investigated safety procedures.

5. Every precaution had been taken
(result)> management confident.

6. The press wrote articles
(relative clause)> exaggerated problems.

7. ... accidents can still happen
(contrast)> company carries out regular cheeks.

Exercise 4. Write some sentences about the political or economic
situation in your country including different kinds of

subordinate clause.



CHAPTER 11

Sale of Goods
Active  vocabulary

1. contract ['kantrakt] - moroBop - yrona

2. discharge of contract - npexpamenue o00s3aTeNbCTB U3 JOTO-
BOpa - TNpPUIMHEHHSA 3000B's3aHb 3a A0roBopoMm (yrojaoio)

3. invalidate [in ' vaelideit] - rop. nUmIaTh 3aKOHHOW CHJIBI, JCJIaTh He-
JNEHCTBUTENBHBIM - IOp. 1030aBUTH 3aKOHHOI CHJIM, POOUTH HEIIHCHUM

4. contract of sale of goods - noroBop mpogaxu TOBApoOB - yronaa
Npoaaxy TOBapiB

5. property in the goods - mpaBo COOCTBEHHOCTH Ha TOBap - MPaBO

BJIACHOCTI Ha TOBap
6. ownership [ ' ouna/ip] - cOOCTBEHHOCTH, BJAaJCHHE - BIACHICTH,

BOJIOJIHHS

7. make a contract - 3aKkJIOYUTb JOTOBOP - YKJIACTH Yroay

8. possession [p>3'ze/(a)n] - m, BmageHue, oOiafaHWe - BOJOMIHHS

9. to be in possession of smth. - Bnagerp 4ém-1. - BonoAiTH Oyab-uUM

10. specific goods - ToBap, omnpeaenéHHbIH HWHIUBUIYaTbHBIMHU
NnpU3HaKaMu - TOBap, BH3HAYEHUH OCOOMCTHUMH O3HAKAMU

11. party to a contract - cTopoHa IO JAOrOBOPY - CTOPOHA 3a YI'OJOIO

12. agreement [a'gri:mant] - corjamieHue, NOTOBOpP, JOTOBOPEH-
HOCTh - Yyroja, JOTOBip, JIOMOBJIEHHICTh

13. binding [ ' baindirj] - oOs3aTenbHbId - 000B'A3KOBHI

14. ascertained goods [, sesa'teind] - WHAMBHAYaJIU3UPOBAaHHBIN
TOBap - IHJWBigyasdi30BaHUN TOBAp

15. unascertained - HeWHIMBUIYyaluW3UPOBAHHBIH - HEIHIUBiAya-
Ji30BaHUN TOBap

16. earmark [i3'ma:k] - v, mpexHasHayaTb - NPHU3HAYUTH

17. chattels [t/aetlz] - nBuXKMMOE HUMYIIECTBO - pPyXOoMe MaifHO

18. high-purchase contract - n1oroBop 0 MOKyIKe B pPaccpoudky -
yroga MNpo KYyHiBJIIO 3 PO3CTPOYEHHSIM

19. rescind a contract - pacTOprHyTh JOTOBOp - PO3ipBAaTHU YTOIY

20. avoid a contract - aHHYJIMpPOBaTh JOTOBOP - aHYJIIOBAaTH YTOIY

21. perform a contract - HWCHOJHUTH JOTOBOP - BUKOHATHU YTOAY

22. fraud [fra:d] - oOmaH, MomIeHHMYECTBO - 0OMaH, MIaXpaiicTBO

23. contract of exchange and barter - noroBop ToBapooOMeHa -
yroga TOBapoOOMiHY

24. sell goods by description - mponaBaTh TOBaphl MO OMUCAHUIO-
poJaBaTH TOBAapu 3a OIKHCOM

25. sell goods by sample - mpomaBaTh TOBaphl IO 00pasmy - Mpo-

JaBaTu TOBapu 3a 3pa3koM
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26. warranty [' waranti] - mpocroe ycioBHE, TapaHTUs - HpOCTa

yMOBa, TapaHTis

27. terms [ta:mz] - yCJIOBHUS - YMOBHU

28. breach of a contract - HapymeHue A0roBopa - MNOpPYLIEHHS
yroau

29. impose liability - Bo3nmarath OTBETCTBEHHOCTH, OOS3aHHOCTH -

MOKJIaJaTH BIANOBIAIbHICTE, 00OB'A3KHU

30. warrant - v, rapaHTHpPOBaTh, pydaThCs; MOATBEpPXKAATh - Ta-
paHTyBaTH, PYy4YaTHUCS, MIATBEPIKYBATH

31. assortment [»e' socmant] - accOpTUMEHT TOBapa - acoOpPTH-

MEHT TOBapy
32. retailer [ri' teila]
TOPTiBEJIBLHUK
33. customer
34. wholesaler [' hou 1, secila] -
ONTOBHIl TOPriBeJIbHHUK, ONTOBUK
35. guarantee f'gaeranti] - m, rapaHTHs, 3aJ0T - rapaHTisd, 3acTaBa
36. channels (of distribution) [t/aenlz] - cucrema cObiTa TOBapa -
cucrema 30yTy TOBapy
37. consumer [kaens'ju:ma] - n , moTpeOHTENb - CHOXKHUBAY
38. revoke [ri' vouk] - oOmeHsTh, aHHYJAMpOBaTh - OOMIHATH,

aHyJIOBaTHU

- n, PO3HUYHBIH TOProBel - pO3IPiIOHUI

[ kAstama] - m, moxkymnareiab - MOKYIelb
ONTOBBIA TOProBel, ONTOBHK

Introduction

A large number of contracts involve sales of goods; they are
essential to healthy national and international trade. Statute has
played a crucial role in the development of special rules of law in
this area since the first Sale of Goods Act in 1893. This was
primarily concerned with the needs of commercial buyers and
sellers. In the twentieth century the interests of consumers have
become increasingly recognised, and this is reflected by the Sale of
Goods Act 1979. This Act, recently amended by the Sale and
Supply of Goods Act 1994, contains the current legislation.

The formation of sale of goods contracts, the elements which
may invalidate them and, to a large extent, their discharge are all
still largely regulated by common law. The Sale of Goods Act
(SGA) 1979 primarily focuses on the contractual elements which
are particularly crucial to the needs of the buyer and seller of
goods, like the terms governing the nature and quality of goods
sold, the transfer of ownership, performance obligations and means

of enforcement. This chapter examines:



1. The meaning and scope of the statutory definition of the sale

of goods contract.
2. The terms implied by the SGA 1979 into every sale of goods

contract.

Choose the right statement from the text:

1. The Sale of Goods act 1979 doesn't focus on the contractual
elements, which are crucial to the needs of the buyer and
seller of goods.

2. The Sale of Goods act 1979 primarily focuses on the
contractual elements, which are not important to the needs

of the buyer and seller of goods.

3. The Sale of Goods Act 1979 primarily focuses on the
contractual elements which are particularly crucial to the
needs of the buyer and seller of goods.

4. The Sale of Goods Act !979 focuses on the elements which do
not involve the needs of the buyer and seller of goods.

5. The Sale of Goods Act 1979 exclude the most essential
elements of sale of goods between the buyer and seller.

THE SALE OF GOODS CONTRACT

This is defined "as a contract by which the seller transfers or
agrees to transfer the property in goods to the buyer for a money
consideration called the price. Two types of contract are contained
in this definition:

1. A contract of sale.

2. An agreement to sell.

A contract of sale

Here the "property in the goods", which means the title or
ownership, is transferred immediately upon the contract being
made. This is what usually happens when you buy goods over the
counter in a shop: you immediately become the owner in
possession of the chocolate bar, sandwich or socks handed to you
by the sales assistant.

A contract of sale exists only if the goods already exist and are
in possession of the seller and allocated to the contract; they must
be specific goods which have been identified and agreed upon at the
time of sale. 1f they do not fulfil these criteria, ownership in them
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cannot be transferred by the seller and the parties will have formed
an agreement to sell only.

An agreement to sell

An agreement to sell is a binding contract which will become a
contract of sale once the goods exist and are specific in the eyes
of the law so that the ownership of them is capable of being
transferred. This is commonly the situation when you buy a new
car; you do not become the owner until you are notified that the
car is ready for delivery to you.

The buyer does not obtain ownership of the goods immediately
upon agreement to buy them, since the goods are not ascertained,
because either:

1 the transaction concerns "future goods", i. e. goods which
have not yet been manufactured or acquired by the seller; or

2 the goods have not yet been made specific. This occurs, for
example, when the buyer wants to buy six tons of potatoes from
the seller's bulk stock of 80 tons. Here the goods are described as
unascertained. They will become specific only when irrevocably

earmarked for the buyer.

Price

Section 8 of the SGA 1979 clarifies the term "price" in section 2(1).
The consideration provided by the buyer must be money, but the
actual sum need not be specified in the contract (section 2(1)). If it
is not specified, this does not invalidate the contract, since the statute
says that a reasonable price is payable. What is reasonable is an issue
of fact and must be decided according to the relevant circumstances.

Goods

Under section 61 of the Act, "goods" in section 2(1) includes all
personal property (chattels) capable of physical possession and
control, but not property interests like shares in a company, or
intellectual property such as a trade mark or copyright. Land (real
property) is not goods; its transfer is governed by an entirely
distinct set of rules. However, crops and other things attached to
the land which are to be severed before sale or under the contract
of sale come within the definition of "goods".
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Exercise 1. Put all kinds of questions:

1.

2.
3.

In the twentieth century the interests of consumers have become
increasingly recognised.

The Sale of Goods Act 1979 contains the current legislation.
The formation of sale of goods contracts is largely regulated
by the common law.

The Sale of Goods Act (SGA) 1979 focuses on the contractual
elements like the term governing the nature and quality of
goods sold, the transfer of ownership, performance obligations
and means of enforcement.

Exercise 2. Choose the necessary word and put it in the sentence.

I. ..

.O‘\

is the most expensive link in a chain between a producer
and a customer.

is an important link between a producer and a customer.
I can't .. you good quality of service.
Usually a wholesaler has a large .. of items.
There are different ... of distribution helping to bring goods
to the market.
The department store gives a 30% ... on all Chinese shoes,
(assortment, retailer, customer, wholesaler, discount, guarantee,

channels)

Exercise 3. Translate into English.

1.

2.

8.

W3y4yeHue pbelHKa MO3BOJNSAET MpeAcKa3plBaTh o0O0I[He Hampas-
JIEHUsI CcIpoca Ha TOT WJIM HHOHU TOBap.
[MoTrpeOuTenn XOTAT MOKYNaTh JYyYIIHW TOBap MO CaMOW HU3-

KOM IIeHe.
Cnpoc Ha TOBap OYE€Hb YYBCTBUTEJIEH K HM3MEHEHHIO LIEHBI.

JlesATenbHOCTh OW3HECMEHOB HAMpaBlieHa Ha MPOJABHUKCHHE
TOBapoOB M YCIYyr K MHOTpeduTento.
Bce mronm pearupyloT Ha pekiaMmy

. ToBapbl 3TOW (GUPMBI MOJB3YIOTCS OOJNBIIMM CIPOCOM Ha

MHUPOBOM pBIHKE.
Hama ¢upma exeromHo mnpencraBiseT cBoi ToBap Ha Jleiin-
LUTCKOM sipMapke.

Bce ToBapel M ycoyrm HMMEIOT CBOIO IIEHY.

Exercise 4. Translate into Russian and answer the questions.

The Seller will take care of, and bear all the expenses connected
with, obtaining the necessary licence for exporting the goods under
the present Contract from the Post of Origin to the Ukraine.
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Not later than a month from the effective date of the Contract,
the Seller is to advise the Buyer if the export licence has been

granted or is not required.

If the Seller if unable to obtain the export licence and the
Buyer is unable to obtain the import licence within the time
stipulated above, or the export/import licence is revoked by the
appropriate authorities of the Seller's/Buyer's country before the
deliveries are completed, the Seller/Buyer will have the right to
cancel the Contract wholly or partially.

1. Who is supposed to obtain the export/ import licence?

2. What right will the parties exercise if the appropriate authorities

revoke the import/export licence?

SUBORDINATE CLAUSES

A. Sample sentences
At the AGM the chairman said that he was satisfied with the

progress made. After he had presented the results, he invited
comments and questions from the audience so that the shareholders
could ask for whatever other information they wanted. Although the
results were good, many shareholders felt that the company could

have achieved better results.

B. Form
A subordinate clause depends on a main clause - it cannot stand

by itself as a sentence.

subordinate clause main clause

After he had presented the results, he invited comments and

questions from the audience.
1. A subordinate clause starts with one of the following:

a. that

The chairman said that he was satisfied with the progress made.
b. a subordinating conjunction

Although the results were good, many shareholder felt that the

company could have achieved better results.

c. a wh-word
We can't predict when the money markets will react to the news.

d. an infinitive + to
We went there to hear the results.

e. a verb ..ing
While listening to the presentation, the

difficult  questions.

audience asked some
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f. a verb ..ed
Based in the UK, the company has already moved into Europe.

g. inversion
Should you wish to claim a refund, you must bring all the documents.

2. A subordinate clause contains:

a. a finite verb in the active or passive:

The chairman said that he was satisfied with the progress made.
b. a non-finite verb, i. e. infinitive, verb ...ing or verb ...ed.

We went there to hear the results.

Notes

1. The use of the subjunctive verb forms is possible in that clauses
after the following:

demand require insist suggest be necessary/obligatory

They demanded that he settle the bill immediately.

We suggest that you all be there at least ten minutes before your
interview.

The subjunctive has the form of VI in all persons. We use the
subjunctive mainly in formal style; in informal style we use should +

infinitive:
We suggest that you should all be there at least ten minutes before

your interview.
The subjunctive is more widely used in American English.

2. The were subjunctive in clauses of condition and contrast is
also used:

If I were you, I wouldn't ask for a rise at the moment.

Dialogue: Mr Petrenko is making all necessary preparations for
the Draft Contract. He wants to talk to different people as to
improving management at his company. Mary Elliot is assisting
and escorting him.

— Let me introduce our Sales Trainee to you, sir. His name is
Fred. He's engaged in examination of packing and checking
transportation documents.

— How do you do?

— How do you do?
— Are salesmen paid salaries instead of being on commission?

— Yes, we get regular weekly salary. That's great. And we are
accustomed to travel much as we have to deliver goods to

customers.
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— Thank you, Fred.

AB:
SA:
AB:
SA:

AB:
SA:

AB:
SA:

AB:
SA:
AB:

SA:
AB:
SA:

AB:
SA:
AB:
SA:
AB:

the one hand, of such physical activity as

Right. Besides, how do you personally understand "marketing"?
The origin of this word is the Latin word "mercuri", meaning
"to track and barter". Marketing therefore is made up, on
transporting,
storing and selling goods, and on the other hand, of series of
decisions that must be reached by any organization
undertaking any part of the process of moving goods from
the producer to the consumer. And it is also necessary to
make «the hot line» for consumer inquiries and complaints
to facilitate feedback from the market to producer.
I would like to have such a competent
trainee as you are in our company. But now I must phone

and talk to Advertising Manager...
Learn the following dialogue by heart:

Er ... excuse me.
I'm sorry. I didn't see you. Can I help you?

Yes. I want to buy some crockery and cutlery for the office.
Well this is our furniture department. Our range of crockery
is over there. What exactly do you want?

Just cups, saucers and plates.

I see. Well we have these plain dark blue ones or this pink
flower design is very attractive.

The dark blue ones. I think. How much are they?

The small plates are £1,80 each, the cups are £1,90 and the

saucers are £1,20.
They're too expensive, I'm afraid. Have you got anything

cheaper?

Um...What about these with dark blue stripes? The plates
and cups are 80p and the saucers are 60p.

That's quite cheap and they're very nice. I'd like twenty of
each. Er... do you give a discount on that quantity?
Yes. I can give you 10% on 20.

And can you deliver them? Our office is on Dockside.
Yes. We'll bring them round this afternoon. Will that be

all right?
Fine.
Now what about cutlery? It's over here.
Something very simple. These plain ones will be fine.
Certainly. What exactly do you need?
Half a dozen knives and twenty teaspoons,
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f. a verb ..ed
Based in the UK, the company has already moved into FEurope.

g. inversion
Should you wish to claim a refund, you must bring all the documents.

2. A subordinate clause contains:

a. a finite verb in the active or passive:

The chairman said that he was satisfied with the progress made.
b. a non-finite verb, i. e. infinitive, verb ...ing or verb ..ed.

We went there to hear the results.
Notes

1. The use of the subjunctive verb forms is possible in that clauses
after the following:

demand require insist suggest be necessary/obligatory

They demanded that he settle the bill immediately.

We suggest that you all be there at least ten minutes before your
interview.

The subjunctive has the form of VI in all persons. We use the
subjunctive mainly in formal style; in informal style we use should +
infinitive:

We suggest that you should all be there at least ten minutes before

your interview.
The subjunctive is more widely used in American English.

2. The were subjunctive in clauses of condition and contrast is
also used:

If I were you, I wouldn't ask for a rise at the moment.

Dialogue: Mr Petrenko is making all necessary preparations for
the Draft Contract. He wants to talk to different people as to
improving management at his company. Mary Elliot is assisting
and escorting him.

— Let me introduce our Sales Trainee to you, sir. His name is
Fred. He's engaged in examination of packing and checking
transportation documents.

— How do you do?

— How do you do?
Are salesmen paid salaries instead of being on commission?

Yes, we get regular weekly salary. That's great. And we are
accustomed to travel much as we have to deliver goods to

customers.
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— Thank you, Fred.

AB:
SA:
AB:
SA:

AB:
SA:

AB:
SA:

AB:
SA:
AB:

SA:
AB:
SA:

AB:
SA:
AB:
SA:
AB:

Right. Besides, how do you personally understand "marketing"?
The origin of this word is the Latin word "mercuri", meaning
"to track and barter". Marketing therefore is made up, on
the one hand, of such physical activity as transporting,
storing and selling goods, and on the other hand, of series of
decisions that must be reached by any organization
undertaking any part of the process of moving goods from
the producer to the consumer. And it is also necessary to

make «the hot line» for consumer inquiries and complaints

to facilitate feedback from the market to producer.

I would like to have such a competent
trainee as you are in our company. But now I must phone
and talk to Advertising Manager...

Learn the following dialogue by heart:

Er ... excuse me.
I'm sorry. I didn't see you. Can I help you?

Yes. I want to buy some crockery and cutlery for the office.
Well this is our furniture department. Our range of crockery
is over there. What exactly do you want?

Just cups, saucers and plates.

I see. Well we have these plain dark blue ones or this pink
flower design is very attractive.

The dark blue ones. I think. How much are they?

The small plates are £1,80 each, the cups are £1,90 and the

saucers are £1,20.
They're too expensive, I'm afraid. Have you got anything

cheaper?

Um...What about these with dark blue stripes? The plates
and cups are 80p and the saucers are 60p.

That's quite cheap and they're very nice. I'd like twenty of
each. Er... do you give a discount on that quantity?
Yes. I can give you 10% on 20.

And can you deliver them? Our office is on Dockside.
Yes. We'll bring them round this afternoon. Will that be

all right?
Fine.
Now what about cutlery? It's over here.
Something very simple. These plain ones will be fine.
Certainly. What exactly do you need?
Half a dozen knives and twenty teaspoons,
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SA: Right. Six knives. That's £2.10. And 20 teaspoons. That's
£3 for the teaspoons. There's no discount on those I'm afraid.

AB: That's all right.

SA: So your bill comes to er... £44.70 altogether. Will you pay
in cash or by cheque?

AB: By cheque please. I've got a cheque card.

SA: That will be all right then. Make it out to Household
Designs & Company Ltd please.

AB: Household Designs & Co Ltd. Forty-four pounds, seventy
pence. There you are.

SA: Thank you.

AB: Could you give me a receipt please?

SA: Of course. Will the till receipt be all right or would you
like a written one?

AB: A written one please.

Materials for self-study

Contracts outside the I 979 Act

From the above definitions you can see that not all contracts
involving goods come within the SGA, 1979. The following types
of contract all involve goods but do not come within the Act.

Goods and services contracts

Here the sale of goods is incidental to the provision of a service.
For example, having double glazing installed, or getting new brake
pads fitted to your car. Such contracts are regulated by the Sale
of Goods and Services Act 1982. Some more information about
these contracts can be found at the end of this chapter.

Hire-purchase contracts

Such contracts are regulated by the Consumer Credit Act 1974
and the Supply of Goods (Implied Terms) Act 1973. Under a hire-
purchase contract, the person supplied with the goods is, in the
eves of the law, the hirer not the buyer. The contract gives the hirer
possession of the goods, but not ownership. The hirer is entitled to
exercise an option to buy the goods, but only when all the
instalments have been paid. The hirer becomes the owner of the
goods if and when the option is exercised. This topic is covered
more fully in Chapter 17.

Hire contracts

These are regulated by the Supply of Good and Services Act
1982. Possession, but not ownership, of the relevant goods passes to

the hirer.
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Contracts of barter
These are regulated by the Supply of Goods and Services Act

1992. In a bartering situation the parties exchange goods or services;
even if goods are involved, it is not a sale of goods contract as no
money changes hands. A part-exchange contract is generally treated
as a sale of goods contract under which the buyer is given the
option to tender goods in part satisfaction of the contract price.

A "free" gift linked to a sale contract

Such transactions are probably regulated by the Sale of Goods
and Services 1982, since this covers contracts not regulated
elsewhere under which title to goods will pass.

Goods supplied in return for trading stamps

These contracts arc regulated by the Trading Stamps Act 19h4.

All the buyers and hirers in the above contracts enjoy similar
protection to the buyer in a sale of goods contract if the goods are

defective.

THE TERMS IMPLIED BY THE SALE
OF GOODS ACT 1979

Under sections 12-15 of the SGA 1979, a seller automatically
assumes certain obligations to the buyer as a result of terms, which
are automatically implied in every contract regulated by the Act.
The seller is required by statute to promise that:

1. The seller has lawful authority to transfer ownership of the goods.

2. The goods will match their description.

3. The goods will be of satisfactory quality.

4. The goods will be suitable for any purpose specified by the buyer.

5. The goods will match any sample shown to the buyer prior

to the contract being made.

These terms apply to all sales of new or secondhand goods,
apart from terms 3 and 4 which apply only to sellers who are
acting in the course of a business.

Breach by the seller of any of these terms puts the buyer in a
strong position because:

1. These terms all impose strict liability on the seller. The seller
is liable for breach of contract without the buyer having to prove
that the seller is at fault. Indeed, it is irrelevant for the seller to
prove that it is blameless and that it was not aware of the alleged
defect in the goods. The seller will still be liable.
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2. All of these terms are defined by the Act as being conditions of the
contract. Breach of a condition enables victims to refuse further
performance of their contract obligations and enables them to recover
any money or other property which they have tendered. (Sec Chapter 6.)

These implied terms are now examined in more detail.

Vocabulary

1. hirer [' haiara] n Oepymwuii HanpokaT; HaHUMaTedb - TOH XTO
Oepe Hampokar, Haiimau

2. installment [ins' ta.lmant] uyacTuuHBId muaTex (IpH paccpouke) -
4acTKOBa IiaTa (MpUA PO3CTPOUILL)

3. exercise of an option - peanu3oBarTh ONTOM - peanizyBaTH ONTOM

4. tender v mnpemiarath, JeliaTh NpPEJJIOKEHUE - IPONOHYBATH,
poOHUTH NPOMO3UIII0

5. transfer v mepenaBaTh - mepemaBaTu

6. be liable for breach of contract - HecTH OTBETCTBEHHOCThH 3a Hapy-
LIEHUS KOHTPaKTa - HECTH BiJINOBIAAJNBHICTh 32 MOPYUIEHHS KOHTPAKTY

7. perform contract obligations - BBRIIOJHATH KOHTPaKTHBIE (JOTO-
BOpHBIE) 0053aTelbCTBA - BUKOHYBAaTH KOHTPAaKTHI (JOTOBipHi) 30-
00B'sI3aHHS

8. recover [ri' kAva] v B3bICKMBaTh B CyJeOHOM HOpSJKE - CTATY-
BaTH B CYJOBOMY IOPSAKY

SUBORDINATE CLAUSES

Below are the main types of subordinate clauses.
1. Cause or reason:
The company opened because they saw a gap in the market.

2. Condition:
If they had invested more in R&D, they could have developed a better product.

3. Contrast:
Even though their resources were limited, their results were excellent.

4. Purpose:
They moved to a greenfield site so that they would have room to expand.
5. Result:

The company had invested enough money so (that) they could cover their bad debts.
Note that this is different from the adverbial connector of reason so:

The Finance Manager had earned enough money, so he could cover their bad debts.
6. Time:

We left after the deal was reje
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7. Reported speech:
She replied that the offer was not really attractive.

8. Reported questions:
Their accountant wanted to know why the bills had not been paid.

9. Relative clauses:
First she answered the questions which had been uppermost in our minds.
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CHAPTER 1II

Insurance

Active  vocabulary

insurer [in'/u3r3] n CcTpPaXxoOBUIUK - CTPaxiBHHUK

insured [in'Juad] a 3acTpaxoBaHHBIH - 3acTpaxOBaHHUM

insurance [in'Juarans] n cTpaxoBaHHE - CTpaxoBKa

insurance policy - cTpaxoBoil moJyiuMc - CTpaxoBHH moJic

insurance premium - cTpaxoBas NpeMHs - CTpaxoBa IpeMis

predict [pri' dikt] v npenBopsTh; ynpexnaaTh, NMpeaylpexIaTh - MOIe-
pelKyBaTH

redistribute [' ri:dis ' tribjut] v mepepacupenensTs, MOBTOPHO, pac-
NpeAesaTh - MEePepo3NOAUISTH, IOBTOPHO, PO3MOAIIATH

insurance agent (broker) - cTpaxoBoi areHT - CTPaxOBHUH areHT

insurance pool - crpaxoBoil (oHa; 00BbeAMHEHHWE CTPAXOBIIHKOB -
crpaxoBuii (OHI, O0O0€IHAHHS CTPaxiBHUKIB

suffer losses - TeprneTh yOBITKH, MOTEpPU - TEPIiTH, 30MTKH, BTPATH

be exposed - moaBeprath (OMaCHOCTH, CIY4YaWHOCTSIM) - MmifJaBa-
TH HeOe3meli, BHUIIAJKOBOCTAM

cover [' kAva] v cTpaxoBaTh - CTpaxyBaTu

coverage [' kAvaridj] n obmas cymMMa pucKa, MOKPBITas JOTOBOPOM
CTpaxOBaHMs - 3arajibHa CyMa pH3HKY, HOKPHUTa YTOJIOKI CTpaxy-
BaHHS
underwriter [' Anda, raita] n cTpaxOBIIUK, CTPaxoBaTelib - CTPaxiBHHK

underwriting n - cTpaxoBaHHE - CTpaxoOBKa

compensation [, kampen 'sei/(n)] n BO3MENEHHE, KOMIICHCAIHSA -
BIAIIKOMYBaHHS, KOMIICHCAIis

claim for compensation - uck o BO3MemeHHH YOBITKOB - IO3UB
npo BIAIIKOIYBaHHS 30UTKIB

indemnity [in'demniti] n kommencarnus (yObITKOB) - KOMIIEHCa-

uiss  (30MTKIB)
insurance indemnity - cTpaxoBoe BO3MEIIEHHE - CTPAaxXxOBE BIiJLIKO-

JlyBaHHS
indemnify [in' demnifai] Bo3Memarhs yOBITOK; KOMIEHCHPOBATH -

BIAIIKOIYyBaTH 30UTOK, KOMIIEHCYBATH
prone [proun] adj - CKJIOHHBIH (K 4YeMy-TO) - CXMJIbHHMU (10 YOTOCbH)
policyholder n - gepxatens CcTpaxoBOTO IMoOJUca - YTpUMYyBau

CTPaxoBOTO TMoJica
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The text for skimming reading (1000 3H)

Legal principles of insurance

Contract of insurance form a special class of contract in that the
law requires both parties to them, the insured and the insurer, to
exercise the utmost good faith towards each other. In particular
when anyone applies for insurance (he is known as the proposer)
he must tell the prospective insurer every fact that he knows or
ought to know which would influence a prudent insurer in
deciding whether to grant the insurance and, if so on what terms.
To take an example, a proposer for life insurance must reveal if he
has recently had a heart attack as this may be a sign that he is
more likely to die prematurely. Similarly if a motorist is seeking
to insure his car and has had a number of recent road accidents
he must reveal that fact so that the insurer can decide whether to
charge him an above-normal premium because he appears to be
especially prone to accidents. If any fact of the kind described is
not disclosed by the proposer, or if any fact is misstated, even
unintentionally, the insurer is entitled to refuse to pay a claim
under the policy. Insurers maintain that this is only right because
the proposer knows the facts and the insurer does not. The insurer
needs to be put in a fair position to decide whether to accept an

insurance and on what terms.

Give the main idea of the text.
Choose the right statement from the text.
1. The insurer needs to be put in an unfair position to decide

whether to accept an insurance and on what terms.
2. The insurer needs to be put in a fair position to decide whether

to refuse the acceptance of an insurance.

3. The insurer needs to be put in a fair position to decide whether
to accept an insurance and on what terms.

4. It is not necessary to put the insurer in a fair position to

decide whether to accept an insurance.
5. The insurer has always to grant the insurance and in case

even if the proposer conceal some important facts about his
life, habits and financial difficulties.

The Base Text (2000 3H.)

Unit 1 The basis of insurance
In this unit there are two texts about ideas which are essential

to the operation of insurance. The first text gives a description of
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how insurance works financially. The second text looks at three

fundamental legal principles of insurance.

Text 1.1. A financial definition of insurance

Pre-reading
Why do you think insurance developed? How would our lives
be different today if there was no insurance available?

Skim and scan
(a) Is the style of writing in this text formal or informal?
(b) From which of the following do you think this text was taken?
(i) a newspaper
(ii)) a children's book
(iii)) a textbook
(iv) an advertising brochure

A financial definition of insurance

1. Throughout human history, unexpected economic losses have
occurred. Such losses would continue to occur whether or not a
system of insurance had ever been devised. But through the
operation of insurance system, losses can be predicted before they
occur. The predictability of losses in advance is basic to an
insurance system's operations. Because an insurance system allows
losses to be predicted in advance, it allows the cost of losses to be
financed and redistributed in advance.

2 The first definition of insurance that we will examine is the
financial one. In this instance, insurance is a financial arrangement
that redistributes the costs of unexpected losses. The insurance
arrangement involves the transfer of many different exposures to
loss to one insures pool, which combines the numerous exposures.

3 An insurance system accomplishes the redistribution of the
costs of losses by collecting a premium payment from every
participant in the system. In exchange for the payment of the
premium, the insured receives a promise from the insurance system
to be compensated in the event of a loss. In most insurance
systems only a small percentage of those insured suffer losses. Thus,
an insurance system redistributes the costs of losses from the
unfortunate few members who experience them to all the members
of the insurance pool (including those who suffer losses) who have

paid premiums.
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Diagram 1 illustrates the way in which a fire insurance pool
redistributes the costs of losses. Assume that each member of the
pool is exposed to loss of his home by fire. Each member willingly
contributed a premium - $§ 800 - to the insurance pool in exchange
for the promise of payment in the event of fire. Assume that
homeowner # 4644 loses his house in a fire. He will collect $ 100,000,
the insured value of his house, from the insurance pool. If there
were no insurance pool, the unfortunate victim would lose
$100,000. But instead, all the members of the pool have each paid
$800 to provide funds to pay for losses. Thus, each insured has
paid a part of the $100,000 loss experienced by one member.

Diagram 1: Insurance redistributes the costs of losses

You will fili in the spaces A-H for Exercise 2, page 3.

[#464! #4642 l #4643 #4644 l #4645
4

The burden of loss falls on the unfortunate homeowner where there is no insurance system ’

Y r
Cost to any homeowner A B C if his/her house burns
Total loss D
where an i gystem operat '

[ The burden of loss redistributed 1o all h

#4641 —! #4642 J #4643 ’#4644 ' 4645

E__ E_ N\ E_ \ZE__
E—-—-
Cost to each homeowner G__ p———pF
Total loss H Fire Insurance
Pool
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The $800 premium each insured paid in advance was calculated
from the losses predicted by the insurance system. When the year
began it was not predicted that home # 4644 would burn but,
rather, that 33 houses from among the 5,000 insured would burn.
From this prediction came the decision to charge each homeowner
$800 for his or her insurance.

An insurance system is able to operate because all the insureds
are willing to substitute a relatively small certain outlay, the
insurance premium, for a relatively large uncertain loss. It is
generally assumed that most people find the possibility of suffering
a large loss unpleasant to contemplate. Therefore people are willing
to pay an insurance premium to be relieved of the uncertainty about
a loss, as well as to be compensated if the loss actually occurs. Thus,
even if no loss occurs during a year, as will be the case for most
insureds, value has still been received in the form of a reduced or
eliminated unpleasant mental state, the anxiety about a loss.

Exercise 1.

There are six paragraphs in the text. Match each paragraph with
one of the headings below. The first one has been done for you.

Heading Paragraph number
() Losses are shared by insurance, 3
(ii) Premiums are based on prediction.
(ii1) How an insurance pool works.
(iv) Insurance is defined financially.
) Insurance provides peace of mind.
(vi) Future losses can be predicted.

Exercise 2.
Comprehension

The following amounts are missing from Diagram 1:

$800 $100,000 $0
Decide in which space in the diagram they should go. Some
amounts must be used more than once.
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Space in Diagram | Amount

{(T)m Space A

!(ﬁ) Space B
i)y Space C

[(iv) Space D
!(v) Space E
l(vij  SpaceF
(viiy  Space G
i(viii)  Space H

Exercise 3.

Say whether the following statements are true or false according
to the text. Identify the paragraphs in which you find the answers.

Para graph_’
number [

i True/false

I
( Statement

ﬁ (i) Insurance has stopped economic losses
’ from happening.
I (i) Imsurance is only possible because
[ losses can be predicted.
(iii) An insurance system means that the
| cost of losses is limited to a few people.
} (iv) An insured person only benefits from
1 his insurance when he suffers a loss.

Exercise 4.

Using each of the words below once only, complete the following
paragraph so that it is correct according to the text.

compensation exposure pool redistribution premium

is the sum of money which each individual in an

The
. As a result of paying this,

insurance scheme pays into the
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the individual protects himself against to loss and he
receives if he does have a loss. In this way there is
a(n) of an individual's loss among all the scheme's members.

Exercise 5.

Match the clause on the left with an appropriate clause on the right
to create a meaningful text. The first one has been done for you.

The Chairman said = <¢———————— how long this will take.

The industry has suffered setbacks, to explain our case.

Now we must rebuild our image the outlook will be bleak.

I don't know we deserve fair treatment from
the press.

Should we fail, choosing those that will be most
effective.

We need to look at the alternatives some of which could have been
avoided.

We must take every opportunity ~ “— that the industry faced a public
relations challenge.

Having explained our position, which is essential for future
prosperity.

Exercise 6. Listening comprehension

Listen to the tape and put pictures 3 to 6 on page 29 in the
right order.

Which date goes with which picture?

(a) the 16th century (b) the 17th century (¢) the 18th century

(d) the 20th century

Mark these statements true or false.

1 The first kind of insurance was fire insurance.

2 Insuring ships is called marine insurance.

3 The first fire brigades were employed by insurance companies.

4 The people who arrange insurance are called brokers.

5 The people who actually insure property are called brokers.

3 Lloyd's is a coffee house.
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KJ: Welcome to "Introduction to Business". On today's
programme we have David Constable, who is going to
talk about insurance. David, when did insurance first

start?
The history of insurance in Britain is a long one. In the

DC:
early days there was a lot of marine trade between Britain
and India and America. So at that time, in the 16th
century, people were insuring their cargo ships.

KJ: So the first kind of insurance was marine insurance?

DC: Yes. Then in 1666 there was the Great Fire of London.
Before then there were no fire brigades, but after the Great
Fire insurance companies employed their own fire brigades
to protect the buildings they insured.

KJ: How did people take out insurance?
Well, the people who sell insurance are called underwriters,

DC:
because they write their names under their promise to pay.
In the 18th century, customers and underwriters used to
arrange insurance in a coffee house which belonged to a
man called Lloyd. Today Lloyd's is the name of a famous
insurance market in London.
KJ: So if I want to insure a ship today, I must go to Lloyd's?
DC: No. You go to an insurance broker. The broker then goes
for you with the

to Lloyd's and arranges insurance
underwriters who will give you the cheapest price.

Exercise 7. Insurance

Play a game: you want to insure your shop or house. Ask your
insurer how to do it using the words on the left. The insurer gives
you full explanation using the definitions on the right and the text
below. In conclusion you may discuss the case with Mr Bean using
the information about insurances of property given below.

Mr Bean wanted to insure his shop. He wanted 1 . . . . against
fire and theft. He filled in the 2 .. . . and sent it to his 3. ... . who
arranged the insurance with an 4 . . . Mr Bean had to pay quite
each year, but it was worth it because a lot of goods
were stolen. Mr Bean put in a 6 .. . for 7... . .. Unfortunately, the
8. ... refused to pay him the full amount. Mr Bean had not read

the 9. . . .. in his 10 .. . properly.
Find out (use a dictionary) which definition on the right
matches which word on the left. Decide which word goes in which

gap in the passage above.
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A person who advises on insurance

a premium i

b underwriter ii. A document which proves you are insured
¢ insurance company iii. Payment for insurance

d broker iv. Insurance protection

e claim v. A form you fill in when you apply for insurance
f compensation vi. An insurer at Lloyd's of London

g small print vii. A limited liability company selling cover
h

The conditions and clauses in a document

of insurance, usually in small writing

You are paid... when your insured

property is damaged

X. A request for payment when your insured
property is damaged

policy/insurance viii.
certificate
i proposal form ix.

j cover

Further, in insurances on property or against liabilities the law
applies the principle that the policyholder must not make a profit
if the event insured against happens. The insurance contract is said
to be one of indemnity, to make good the insured's loss and no
more. Suppose, for example, that property is insured for more
than its value and is destroyed as a result of an event insured
against. The insured's recovery will be limited to the actual value.
Again, if the property has been insured twice over and is
destroyed, the insured will not be entitled to recover in all more
than its total value. And if insured property is destroyed in
circumstances which give the insured a right to claim both against
his own insurer and against some other person who was responsible
for the damage, the insured must allow the insurer to have the
benefit of the right to claim against the other person.

Materials for self-study.
Principles of insurance law

1. The Contract of Insurance

a. Insurance is a contract whereby the insurer, in return for of
money called the premium, contracts with the insured to pay a
specified sum of the happening of a specific event, for example
death or accident, or to indemnify the insured against any loss
caused by the risk insured against, for example fire.
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b. It differs from a wager in that, although risk is the essence
of the contract, the insured takes out insurance to guard against
the risk of loss, whereas in a wager the contract itself creates the
risk. In the insurance the insured must therefore have some interest
apart from the contract, ie an insurable interest.

c. Many insurance contracts provide that the answers submitted
by the insured in his proposal form are "the basic of the contract".
This has the effect that all the terms of the contract are treated as
conditions and the insurers will be able to avoid liability if the
proposal form is incorrect, even if the wrong answer was given
innocently and does not relate to a material fact. For example:

In DAWSONS v BONNIN (1922) In response to a question on
a proposal form as to where a lorry would be garaged, the proposer
inadvertently inserted the wrong address. The lorry was later lost due
to fire and a claim was made under the policy. It was held that
since the proposal form was expressed to be "the basic of the
contract"., all answers were conditions, the innaccuracy of which
entitled the insurer to avoid the policy, even if, as in this case, the
answer to the question did not affect the premium charged.

2. The Principle of Good Faith

a. All contracts of insurance are uberrimae fidei. They are
therefore voidable at the option of the insurer for non-disclosure of
any material fact which was known, or ought to have been known,
to the insured at the time of making the contract.

b. A fact is material if it would influence the judgement of a
prudent insurer in deciding whether to accept the risk, and if so at
what premium and on what conditions.

In LONDON ASSURANCE v MANSEL (1879) D failed to
disclose that several insurance companies had declined proposals to
insure his life. This was held to be a material factor which should
have been disclosed. Rescission of the contract was therefore granted.

c. A policy of insurance, like any other contract is voidable
for misrepresentation, whether innocent or fraudulent. The insurer
however can only avoid if the misrepresentation is materially and
substantially false. Where an insurer avoids a voidable contract,

they need not return any premiums paid.

3. Insurable Interest

a. Insurable interest means that the insured must be so
circumstanced in relation to the subject matter of the insurance as
to benefit by its existence or be prejudiced by its destruction.
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(LUCENA v CRAUFURD (1806)). Thus, for example a person
has an insurable interest in his property and in his own life or in

that of his wife.
b. The common law does not require the insured to have an

insurable interest. However:

i. If the contract is one of indemnity (see below) an insured
who has no interest at the time of the loss will have no claim -
he loses nothing, therefore no indemnity is necessary.

ii. Any policy in which the insured, at the time of the policy

has no insurable interest and no expectation of acquiring one is a
wager, and void under the GAMING ACT 1845.
iii. The LIFE ASSURANCE ACT 1774 provides that any insurance
on the life of a person is void unless the person taking out the policy
has an insurable interest in the life insured. Despite its name this Act
also applies to personal accident and fire insurance policies.

The effect of i.-iii. above is that an insurable inteixst must be
present in all contracts of insurance. What "insurable interest"
means in relation to specific types of insurance contract is
considered below under the appropriate heading.

4. Indemnity

a. An indemnity policy is one under which the insured will be
compensated (ie indemnified) for his actual loss so far as it does
not exceed the sum insured. For example if X insures his house for
£20,000 and it is burnt down, if £5,000 will restore it, then he may
claim £5,000 and no more. If it will cost £40,000 to restore it, then
he may claim £20,000.

b. A "valued policy" may however agree the measure of
indemnity at the time when the policy is issued instead of waiting
until the time of the loss. Such a contract is valid unless the
overvaluation is so gross as to amount to a wager. The insured can
recover the agreed value if the loss is total. If the loss is partial he
can recover such proportion of the agreed value as is represented by
the depredation in the actual value. For example:

In ELCOCK v THOMSON (1949) a house was insured against fire.
In the policy its value was agreed at £106,850. The house was damaged
in a fire. In fact its actual value before the fire was £18,000 and after
the fire was £12,600, ie the depreciation in actual value was £5,400.
The court therefore held that the insured was entitled to recover.

-M~*x106,850 = £32,055
18,000
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c. The insured can never recover more than the sum for which
the property is insured. For example:

In DARRELL v TIBBITTS (1880) a house was damaged by a
gas explosion. The landlord recovered £750 from insurers. The
tenant was however obliged under the terms of his lease to repair
the damage. He did this with money received from the Ilocal
authority (whose negligence caused the explosion). It was held that
the insurers could recover the £750 paid to the landlord because
clearly he had suffered no loss. To allow him to keep the money
would be to award him double compensation.

d. Provided the policy is not a "valued policy» the measure of
indemnity

i. In the event of total loss, not the cost price, but the market
value of the property at the time and place of the loss. For example:

In LEPPARD v EXCESS INSURANCE CO (1979) a cottage was
insured for £10,000, this sum being stated to be the amount necessary
to replace the property in its existing form if it was completely
destroyed. When the cottage was destroyed the insured claimed
£10,000. The Court of Appeal however only awarded him the market
value of the cottage at the time of its destruction, namely £3,000.

ii. In the event of partial loss, the cost of repairs.

e. If the property is under-insured, (ie insured for less than its
market value), the insurer is still liable for a partial loss up to the
full limit of the sum insured. Some policies guard against this by
including a "subject to average" clause, whereby if the amount
insured is less than the value the insurers are only liable for that
proportion of the actual loss which the sum insured bears to the
value of the property. For example the market value of X's house
is £20,000, but it is only insured for £10,000. If X suffers fire damage
to the extent of £5,000, he can only recover £2,500 from the insurer,

f. All contracts of insurance are contracts of indemnity except:

i. Life assurance.

ii. Insurance against accident to, or illness of, the insured himself.

5. Subrogation
a. If the contract is one of indemnity the insurers have a right
of subrogation, ie having paid the insured his compensation, they
are permitted to take over any rights that the insured has against
the person who caused the loss. The insurers bring the action in
the name of the insured, who must lend his name in return for
a promise that he will not be liable for costs. The insurers are
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said to "step into the shoes" of the insured, ie they are
subrogated to his rights. For example A has insured his property
against damage by fire with X Ltd. A fire is caused by B's
negligence. X Ltd must pay A under the policy, but they are
then entitled to sue B in negligence. If they recover the damages
from B which exceed the amount they have had to pay to A, the
excess received belongs to A.

b. If the insured renounces or compromises any right of action
he has against a third party, he must repay to the insurers the
benefit of which he has thereby deprived them. In PHOENIX
ASSURANCE v SPOONER (1905) D's premises were insured
against fire with P. The Local Authority then issued a compulsory
purchase notice, but before the purchase had been completed the
premises were destroyed by fire. The Local Authority then
completed the purchase having agreed with D to pay a sum which
reflected the fact that D had received some money from P. In
addition it was agreed that the Local Authority would indemnify
D against any claim brought by P. When P did claim it was held
that, since fire insurance is a contract of indemnity, P was entitled
to all the rights that D had against the Local Authority, and this
included a right to the full market value of the property. Since D
had accepted less than the market value (because she had received
some insurance money) she had deprived P of their opportunity to
obtain the market value from the Local Authority. D therefore
had to pay compensation to P, but could re-claim the amount

paid from the Local Authority under her agreement with them.

6. Contribution

Where there is more than one policy enforceable at the time
of loss covering the same subject matter, risk and interest the
insured may recover the total loss from either insurer.

b. Any insurer who pays more than his share may claim a
contribution from the others in proportion to the sum insured

with each.

a.

7. Risk

a. Loss resulting from negligence is covered.

In HARRIS v POLAND (1942) The insured deliberately hid her
jewellery in the grate of her fireplace. Later, having forgotten
this, she lit the fire, and damaged her jewellery. Her claim
succeeded even though she had been negligent and despite
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the fact that the fire had not escaped from its usual

boundaries.
b. Clearly loss resulting from negligence is precisely what motor

vehicle insurance is designed to cover. A claim will in fact lie
even if the driving is so negligent that it amounts to a

criminal offence.
c. A loss will not be covered if it is a loss of profits or if it is

caused by:
i. The insured's own wilful misconduct.
proving this lies on the insurer).

ii. Ordinary wear and tear.

(The burden of

Types of insurance contract

8. Life Assurance

a. A life assurance contract is one by which the insurer in return
for either a lump sum or annual payments over a specified period,
undertakes to pay the person for whose benefit the insurance is
made, a sum of money on the death of the person whose life is
insured. The term "assurance used where the event concerned must
occur, in this case death. The term 'insurance” is used when the
event may occur, for example an accident or theft.

b. Insurable interest:

i. The interest must be a pecuniary interest, and must exist at
the date of the contract but need not continue until the date of
the death. Thus a man may take out a policy on the life of his
wife, and even if they divorce he may claim under the policy when
his former wife dies.

ii. A person may insure his own life for his own benefit for any
sum he wishes, even though intends when insuring to assign the
policy to another person.

iii. Spouses have an unlimited insurable interest in each others
lives, but other relatives, such as father and son, have no insurable
interest in the lives of each other.

iv. A creditor has an insurable interest in the life of the debtor
up to the amount of the debt at the date of insurance.

v. An employee has an insurable interest in his employer's life
to the extent of his wages, ai an employer may insure against the
loss of his employee's services through death.

c. Suicide:
i. If the insured is insane when he commits suicide the insurance

money is recoverable unless the policy otherwise provides.
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ii. If the insured is sane the position is unclear. Prior to 1961
suicide was a crime, and since is contrary to public policy to allow
a person to profit from his crime the insurance money could not
be recovered by his personal representatives. Suicide is no longer a
crime, however it is probable that the money is irrecoverable,
because money is not generally payable under a policy when the
insured deliberately brings about the event insured against,

d. Assignment:

i. Assignment means that the right to receive the policy money
is transferred from the person originally entitled to the asignee.

ii. The assignee need not have an insurable interest in the policy.

iii. The assignee must protect his interest in the policy by

notifying the insurers.
iv. The assignee has a right to sue the insurers, if necessary, for

the policy money.

9. Fire Insurance

a. A fire insurance contract gives the insured an
covering loss caused by fire during specified period.

i. "Fire" means ignition and not merely overheating.

ii. "Loss caused by fire" does not merely include items burned,
it could include damage caused by the water used to fight the fire.

b. Clearly the insured cannot recover if he deliberately starts the
fire, but if the loss is mere caused by his negligence this does not
defeat his claim. - HARRIS v POLAND (1942) (See above).

c¢. In contrast to life assurance, since the contract is one of
indemnity, the insurable interest must exist not only when the contract
is made, but also when the loss occurs. Any legal or equitable interest
in the subject matter suffices as an insurable interest. For example an
interest as an owner, tenant, mortgage, trustee, beneficiary, or personal
representative. However sharecholder has no interest in and cannot insure
the property of a company, even if it is a "on man" company. -
MACAURA v NORTHERN ASSURANCE CO (1925).

d. Restoration of the building.

i. At common law the insured was not bound to use money received
from the insurance company to reinstate the property. He was
entitled to be indemnified in cash which he could use as he wished.

ii. However the FIRES PREVENTION (METROPOLIS) ACT 1774,
which despite its name applies throughout the country, provides that
any person, (for example a tenant), interested in a building destroyed
by fire can require the insurer to spend the insurance money on the

reinstatement of the building.

indemnity
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10. Motor Vehicle Insurance

a. Under the ROAD TRAFFIC ACT 1972 a motorist must
insure against any liability he may incur as a result of causing the
death or injury of a third party. The third party has a right to sue
the insurers direct despite the general privity of contract rule.

b. If the user of a motor vehicle is not insured against liability
for causing injury to third parties both the owner and the user
have committed a criminal offence. In addition to their criminal
liability any person who does not have the required compulsory
insurance ia liable to pay damages for breach of statutory duty if
there is no other remedy available to the injured party. In MONK
v. WARBEY (1935) D lent his car to a friend. The friend's driver
drove negligently causing injury to P. The friend was not covered
by insurance and D'a policy only applied when the owner was
driving it. D was therefore liable to pay damages to P for breach
of statutory duty.

c. A provision in the policy which purports to exclude the
insurer's liability to indemnify the insured because of his age,
physical or mental condition, the condition of his vehicle, or the
number of passengers carried is void. However a limitation as to
user, for example for "private" purposes only, will prevent a third
party from recovering damages from the insurer if he is injured while
the car is being used in another way, for example as a taxi.

d. Unsatisfied judgements. In 1946 motor vehicle insurers agreed
to set up the Motor Insurers Bureau (M.L.B.). The M.I.B. will
satisfy a judgement where the driver does not have the compulsory
cover, because for example he had not taken out a policy, or the
insurers have gone into liquidation. The conditions are:

i. Notice of proceedings is given to the M.I.B. before, or within
7 days after their commencement, and

ii, The liability is one that is required to be covered by the
Road Traffic Act.

e. The M.I.B. has also agreed to compensate
victims if:

i. Neither the owner nor driver can be traced.
ii. On the balance of probabilities the owner or driver would be
liable to compensate the victim.

iii. The victim was a compulsory risk within the

meaning of the Road Traffic Act.
iv. The accident was not a deliberate attempt to run down the

victim, and
v. The claim is made in writing within three years of the accident.

"hit and run"
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11. Insurance Against Theft

a. The principles applicable to life and fire insurance also apply
to theft. For example:

In ROSELODGE v CASTLE (1966) when insuring their stock
against theft diamond merchants failed to disclose that the sales
manager had a previous conviction for smuggling diamonds. It was
held that this amounted to nondisclosure of a material fact, and
the insurers could avoid the claim, even though the sales manager
was not the thief.

b. The insurer may avoid the contract if, for example

i. The property has been deliberately overvalued; or

ii. The stolen property was illegally imported, with the intention
of evading customs duty. The rationale here is that if the insured
was indemnified for the theft, he would profit from his illegal act of

importing the goods.

12. Accident Insurance

a. Life assurance policies usually also cover personal injury to
the policy holder.

b. A person who does not have life assurance may either insure
himself against personal injury or insure against liability arising from
injuries to third parties. He will not however be able to claim under
a liability policy in respect of a deliberate unlawful act by himself.

In GRAY v BARR (1971) D shot and killed Gray in a fight. He
was acquitted of both murder and manslaughter but Gray's personal
representatives made a claim against him under the FA TAL
ACCIDENTS ACT. D sought an indemnity under his accident
liability policy in respect of any damages he might have to pay. It
was held that even if the death was an "accident" within the terms
of the policy, the policy would not cover accidents which occurred
as a result of threatening unlawful violence with a loaded gun.

c. An injured third party may sue the insurer direct if the insured
is bankrupt, or if the insured is a company which has gone into

liquidation.

13. Employers' Compulsory Insurance. The EMPLOYERS'
LIABILITY (COMPULSORY INSURANCE) ACT 1969 makes it
compulsory for every employer (except nationalised industries and
local authorities) to insure himself against liability for injury or
disease sustained by his employees and arising in the course of their

employment.
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Vocabulary

contract of insurance - 1OroBOp CTpaxOBaHHsS - yroja CTpaxyBaHHS

insurable value - CcTOMMOCTH CTpaxyeMoro HUMYIIeCTBa - BapTICTh

CTpaxoBOro MalHa
subrogation [sAbre' gei/sn] m cyOporamus - cyOporaiis
contribution f, lontri' bju:/an] n xoHTpuOyuus - KOHTPUOYILis
life insurance - cTpaxoBaHHWE JKHM3HU - CTPaxyBaHHS IKUTTA
fire insurance - cTpaxoBaHWE OT MOXapa — CTpaxyBaHHsS BiJ IOXapy
motor vehicle insurance [' mouts ' viiikl] crpaxoBanue aBTOMOOH-

A - CTpaxyBaHHS aBTOMOOINIO
insurance against theft - cTpaxoBaHMe OT Kpaxxu - CTpaxyBaHHs

Bil KpaaiKKu
accident insurance ~ cTpaxOBaHHE OT HECYACTHOrO Ciydas - CTpa-

XyBaHHSl BiJl HEIIaCHOTO BUMNAJKY
employer's compulsory insurance - CTpaxOBaHHE OTBETCTBEHHOCTH

paboronmartens 3a TpaBMaTH3M CIHYyXalldX - CTpaxyBaHHs BiAIOBI-
MaJIbHOCTI POOOTOAABIS 3a TPaBMATH3M CIYXOOBIIB

Grammar

Exercise 1. Link the main clause on the left with a phrase or
clause of cause or reason on the right and add a
suitable connector. The first has been done for you.

we need someone with
postgraduate qualifications.

you are in work just now.
you want the job

1. We arc offering you the job.

2. Your academic record is ideal.
We nced you to start as soon
as possible.

4. You are cspecially suitable

(V%)

you are¢ the most
experienced candidate.

5. We understand that an your work in the oil sector

im-mediate start is a problem
6. You need to tell your
present cmployer today

7. Just say you have to leave

this sort of thing
happens all the time

we are beginning a new
research project this month

8. I’'m surc it will not be 2 this offer

problem
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Exercise 2. Write a single sentence containing a clause of
purpose. Use subordinating conjunctions: so that;
in order to; so as to; in order that; to.

1. A: Why are the distribution channels being changed?
B: To avoid delays at the ports.
2. A: Why do we need to spend so much money?
B: To guarantee a top quality product.
3. A: Why is it necessary to book in advance?
B: We won't need to worry about space on the ship.
4. A: Why will costs have to be reduced?
B: Then we can have increased profitability.
5. A: What is the read switch for?
B: It switches off the motor in an emergency.

Exercise 3. Rewrite the sentences containing the clause of time
in the correct order.

a. When we read it we were very optimistic.
b. Once we had agreed we needed an advertising campaign, we

contracted an agency.
As soon as they had finished this, they began work on a

marketing concept for the product.
d. Until they produced their report, we had not imagined the

market was so large.
After explaining the nature of the product, the agency began

to study the potential market.

Exercise 4. Classify the six sentences below according to the
following uses of the -ed or -ing clause.

Condition Contrast Cause or reason Time Manner
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1. Despite having innovative and stylish design, Alvo cars do

not reach a wide market.
2. Although they have performed well in rally sport, the cars

are not known for their reliability.
3. Having won fame in the domestic market, the company

pushed for sales in the United States.
4. If well received there, then the car would genuinely make an

international impact.



. Experiencing continual technical problems, the car failed to

convince.
. However, through
has improved its reputation.

improved quality control, the company
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