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BCTYII

HaBuanpauit mocionmk «English for International Economics» mns cryaeHTiB
cnemianbHocTi 051 — ExoHOMIKa (MaricTepchKuil piBE€Hb) YKIAJEHO 3 METOI0
NOrJIUOJIEHHS 3HAHb CTYJICHTIB 3 1HO3€MHOI MOBM (QHIJIIMChKA) y Taily3l, JIGKCUKHU Ta
rpaMaTUKU Ha MaTepiajli aBTEHTUYHUX TEKCTIB Mpo(deciiiHOi TeMATHKH, 110 CHPUSITHME
PO3BUTKY 1X COIIOJIIHTBICTUYHOT Ta JIIHI'BICTUYHOT KOMIIETEHIIIMN.

BianoBimno 1o Ilporpamu HaBuyanbHOi AucHUIUIiHM  «IHO3eMHAa  MoOBa
npodecifHOro CIpsSMYBaHHS», HaBYaJIbHUM TOCIOHUK CTPYKTYpPOBaHUN CiMOMa

3MICTOBMMH YaCTHHAMM:

1) Unit 1. INTERNATIONAL ECONOMICS — WHAT’S IT ALL ABOUT?
2) Unit 2. INTERNATIONAL TRADE

3) Unit 3. FINANCING INTERNATIONAL TRADE

4) Unit 4. BUSINESS ACROSS CULTURES 1

5) Unit 5. BUSINESS ACROSS CULTURES 2

6) Unit 6. BUSINESS ACROSS CULTURES 3

7) Unit 7 CONTRACT FORMATION

VYeci 3MICTOBI YacTHMHU MICTATh HEOOXIIHMM JIGKCHYHUN MIHIMYM, JIEKCHUKO-
rpaMaTUyHl BIpPaBH, ABTEHTHUYHI TEKCTH 3 MPOQECciiiHOi TEeMaTUKH, KOMYHIKAaTHBHI
BIIPaBH, CIIPSIMOBAaHI Ha PO3BUTOK YCHOI'O Ta IMMCEMHOI'O MOBJICHHS.

HaBuanpHuit MOCIOHUK MICTUTH JOJATOK — JEKCUYHUN MIHIMYM 31 CIICIIIbHOCTI,
JIOBIIKOBMI MaTepiaj, L0 CHpUA€ PO3BUTKY HABUYOK MpOdeciiiHO-OpiEHTOBAHOTO

MOBJIEHHS Ta 3HIMA€ JIEKCUYHI TPYIHOILLI IPH pOOOTI 3 TEKCTaAMHU.

UNIT 1



INTERNATIONAL ECONOMICS - WHAT’S IT ALL ABOUT?

A. International economics is a field of study which assesses the implications of
international trade in goods and services and international investment.

There are two broad sub-fields within international economics: international trade
and international finance. International trade and finance became possible across nations
only due to the emergence of globalization.

Globalization can be defined as an integration of economics all over the world. It
involves an exchange of technological, economic, and political factors across nations
due to advancement in communication, transportation, and infrastructure systems.
However, globalization has marked an increase in international competition, which
results in decrease in the market share of organizations.

International economics refers to a study of international forces that influence the
domestic conditions of an economy and shape the economic relationship between
countries. In other words, it studies the economic interdependence between countries
and its effects on economy.

International trade is a field in economics that applies microeconomic models to

help understand the international economy. Its content includes the same tools that are
introduced in microeconomics courses, including supply and demand analysis, firm and
consumer behavior, perfectly competitive, oligopolistic and monopolistic market
structures, and the effects of market distortions. The typical course describes economic
relationships between consumers, firms, factor owners, and the government.
B. The objective of an international trade course is to understand the effects on
individuals and businesses because of international trade itself, because of changes in
trade policies and due to changes in other economic conditions. The course will develop
arguments that support a free trade policy as well as arguments that support various
types of protectionist policies. By the end of the course, students should better
understand the centuries-old controversy between free trade and protectionism.

International finance applies macroeconomic models to help understand the
international economy. Its focus is on the interrelationships between aggregate economic
variables such as GDP, unemployment rates, inflation rates, trade balances, exchange
rates, interest rates, etc. This field expands macroeconomics to include international

exchanges. Its focus is on the significance of trade imbalances, the determinants of



exchange rates and the aggregate effects of government monetary and fiscal policies.
Among the most important issues addressed are the pros and cons of fixed versus

floating exchange rate systems.

C. Language study deals with/is concerned with

What is the link between column A and column B?
A B
International economics economic activities
international trade goods-and-services flows

Column A4 lists a branch of economics. Column B lists things they are concerned with.
We can show the link between them in a number of ways:

1. International economics deals with economic activities of countries.

2. International economists deal with economic activities of countries.

3. International economics is concerned with economic activities of countries.

4. International economists are concerned with economic activities of countries.

5. Economic activities of countries are concerned with International economics.

Match each item in column A with an appropriate item from Column B and link the two

1n a sentence.

A B

1. international economics a) goods-and-services flows across international
2. international trade boundaries;

3. international investment b) the flow of capital across international financial
4. international finance markets;

c) selecting global investment instruments;
d) financial flows between countries.
e) economic activities of various countries and their

consequences.

TASKS
1.1 Look at A and B. Then match the sentences beginnings (1-5) with the correct
endings (a-e).



1. International economics deals  a) studies goods-and-services flows across

international boundaries.

2. International trade b) are those investments that are made outside the
domestic markets.

3. International investment c) the flow of capital across international financial
markets.

4. International finance studies d) provides a framework for analyzing money and

considers its functions.
5. Monetary economics e) with the economic activities of various countries

and their consequences.

1.2 Complete the text with the given words.

International economics, globalization, economic interactions, goods, countries,
international borders

(1) deals with the economic activities of various countries and

their consequences. In other words, international economics is a field concerned with (2)

of countries and effect of international issues on the world economic

activity.
It studies economic and political issues related to international trade and finance.
International trade involves the exchange of (3) or services and other factors of

production, such as labor and capital, across (4)

On the other hand, international finance studies the flow of financial assets or
investment across borders.

The scope of international economics is wide as it includes various concepts, such
as (5) , gains from trade, pattern of trade, balance of payments, and Foreign
Direct Investment (FDI). Apart from this, international economics describes production,
trade, and investment between (6)

International economics has emerged as one of the most essential concepts for
countries. Over the years, the field of international economics has developed drastically

with various theoretical, empirical, and descriptive contributions.

Over to you
Describe the role of International economics in Ukraine. How does globalization affect

its development?



UNIT 2
INTERNATIONAL TRADE
A. Trade

Most economists believe in free trade — that people and companies should be able
to buy goods from all countries, without any barriers when they cross frontiers.

The comparative cost principle is that countries should produce whatever they
can make the most cheaply. Countries will raise their living standards and income if
they specialize in the production of goods and services in which they have the highest
relative productivity: the amount of output produced per unit of an input (e.g. raw
materials, labour).

Countries can have an absolute advantage — so that they are the cheapest in the
world, or a comparative advantage — so that they are only more efficient than some
other countries in producing certain goods and services. This can be because they have
raw materials, a particular climate, qualified labour (skilled workers), and economies of
scale — reduced production costs because of large-scale production.

B. Balance of payment

Imports are goods or services bought from a foreign country. Exports are goods
or services sold to a foreign country.

A country that exports more goods than it imports has a positive balance of trade
or a trade surplus. The opposite is a negative balance of trade or a trade deficit. Trade
in goods is sometimes called visible trade. Services such as banking, insurance and
tourism are sometimes called invisible imports and exports. Adding invisibles to the

balance of trade gives a country’s balance of payments.

| BrE: visible trade; AmE: merchandise trade |

C. Protectionism

Governments, unlike most economists, often want to protect various areas of the
economy. These include agriculture — so that the country is certain to have food — and
other strategic industries that would be necessary if there was a war and international
trade became impossible. Governments will also want to protect other industries that

provide a lot of jobs.



Many governments impose fariffs or import taxes on goods from abroad, to make
them more expensive and to encourage people to buy local products instead. However,
there are an increasing number of free trade areas, without any import tariffs, in Europe,
Asia, Africa and the Americas.

The World Trade Organization (WTO) tries to encourage free trade and reduce
protectionism: restricting imports in order to help local products. According to the WTO
agreement, countries have to offer the same conditions to all trading partners. The only
way a country is allowed to try to restrict imports is by imposing tariffs. Countries
should not use import quotas — limits to the number of products which can be imported
— or other restrictive measures. Various international agreements also forbid dumping —
selling goods abroad at below cost price in order to destroy or weaken competitors or to

earn foreign currency to pay for necessary imports.

TASKS
2.1 Complete the crossword. Look at A, B and C to help you.
1
2 /3] | | Y.
s| || [ |
L6 | 7] |
8 || 9
10 |
11 || |
12 (13
14 || | ||
15 | | | ]
Across

2 — Countries that export a lot of oil or manufactured goods tend to have a positive
(7, 2,5).
5 — A country exporting more than it imports has a trade (7)

6 — In a free trade area, governments cannot impose a on imports. (6)



8 — A limit to the quantity of goods that can be imported is a .(5)

10 and 9 down — Adding trade in services to trade in goods gives youthe  of
(19

11 — Billions of dollars leave the USA every year because the country has a big trade
-

14 — Attempting to reduce imports in favour of local production is called . (13)
15 — The import and export of goods is called  trade. (7)

Down

I — Producing in large quantities becomes cheaper because of economies of . (5)
3 and 4 — if a country can produce something more cheaply than anywhere else in the
worldithasan . (8,9)

7 — Many economists encourage governments to abolish import taxes and have
completely . (4,5)

8 — See 10 across.

11 — A number of international agreements make itillegalto  goods on foreign
markets at a price that doesn’t give a profit. (4)

12 — The comparative ____ principle is that countries should make the things they can
produce the most cheaply. (4)

13 —The has established rules of trade between nations. (3)

Over to you
What are your country’s major exports and imports? Which industries in your country

would find it difficult to compete if there was completely free trade?

UNIT 3
FINANCING INTERNATIONAL TRADE

A. Documentary credits

A company which sells goods or services to other countries is known as an
exporter. A company which buys products from other countries is called an importer.
Payment for imported products is usually by documentary credit, also called a letter of
credit. This is a written promise by a bank to pay a certain amount to the seller, within a

fixed period, when the bank receives instructions from the buyer.



Documentary credits have a standard form. They generally contain:

* ashort description of goods;

* a list of shipping documents required to obtain payment

* a final shipping date;

* a final date (or expiration date) for presenting the documents to the bank.
Documentary credits are usually irrevocable, meaning that they cannot be

changed unless all the parties involved agree. Irrevocable credits guarantee that the
bank which establishes the letter of credit will pay the seller if the documents are
presented within the agreed time.

B. Bills of exchange

Another method of payment is a bill of exchange or draft. This is a payment
demand, written or drawn up by an exporter, instructing an importer to pay a specific
sum of money at a future date. When the bill matures, the importer pays the money to its
bank, which transfers the money to the exporter’s bank. This bank then pays the money
to the exporter after deducting its charges.

A bank may agree to endorse or accept a bill of exchange before it matures. To
endorse a bill is to guarantee to pay it if the buyer of goods does not. If a bill is endorsed
by a well-known bank, the exporter can sell it at a discount in the financial markets. The
discount represents the interest the buyer of the bill could have earned between the date
of purchase and the bill’s maturity date. When the bill matures, the buyer receives the
full amount. This way the exporter gets most of the money immediately, and doesn’t
have to wait for the buyer to pay the bill.

C. Export documents

Exporters have to prepare a number of documents to go with the shipment or
transportation of goods.

e The commercial invoice contains details of the goods: quantity, weight, number
of packages, price, terms of delivery, terms of payment, and information about the
transportation.

e The bill of loading is a document signed by the carrier or transporter (e.g. the
ship’s master) confirming that the goods have been received for shipment; it

contains a brief description of the goods and details of where they are going.



The insurance certificate also describes the goods and contains details of how to
claim if they are lost or damaged in transit — while being transported.

The certificate of origin states where the goods come from.

Quality and weight certificates, issued by private inspection and testing
companies, may be necessary, confirming that these are the correct goods in the
right quantity.

An export license giving the right to sell particular goods abroad is necessary in

Some cascs.

TASKS
3.1 Are the following statements true or false? Find reasons for your answers in A, B

and C.

l.

With a letter of credit, the buyer tells the bank when to pay the seller.

2. Letters of credit are only valid for a certain length of time.

3. An exporter usually has the right to change a letter of credit.

4.

5. With a bill of exchange, the seller can get most of the money before the buyer

The bill of lading confirms that the goods have been delivered to the buyer.

pays.
Bills of exchange are sold at less than 100%, but redeemed at 100% at maturity.

3.2 Put the sequence of events in the correct order. The last stage is b. Look at B to

help you.

a.

b.

0 a0

A bank accepts or endorses the bill of exchange.

The accepting bank pays the full value of the bill of exchange to whoever bought
it.

The exporter sells the bill of exchange at a discount on the money market.

The importer receives the goods and pays its bank.

The importer’s bank transfers the money to the accepting bank.

The seller or exporter writes a bill of exchange and sends it to the buyer or

importer (and ships the goods).

|2 | 3 | J4 | s | Je b




3.3 Find verbs in A, B, and C that con be used to make word combinations with the

nouns below. Then use the correct forms of some of the verbs to complete the

sentences.
A bill of exchange
documents goods

1. Exporters can get paid sooner if a bill of exchange is by a bank.

2. The bill of lading and the insurance certificate both the goods.

3. Exporters goods to foreign countries.

4. The transporter a document confirming that it has the goods.

5. In order to be paid, the exporter has to the shipping documents to a specific

bank.

Over to you

Which banks in your country specialize in trade finance? Which aspects of trade finance

would be the most interesting if you worked in this field?

UNIT 4
BUSINESS ACROSS CULTURES 1

A. Cultures and culture
Alexandra Adler is an expert in doing business across cultures. She is talking to a
group of British businesspeople.
‘Culture is the “way we do things here”.”Here” may be a country, an area, a social
class or organization such as a company or school. You often talk about.
e company or corporate culture: the way a particular company works, and the things

it believes are important.




* canteen culture: the ways that people in an organization such as the police think
and talk, not approved by the leaders of the organization.

* long-hours culture: where people are expected to work for a long time each day.

* macho culture: ideas typically associated with men: physical strength,
aggressiveness, etc.
But you must be careful of stereotypes, fixed ideas that may not be true.’

B. Distance and familiarity
Distance between managers and the people who work under them varies in

different cultures. Look at these two companies.

In Country A, managers are usually
easy to talk to — accessible and
approachable — and there is a tradition
of employees being involved in
decision-making as part of a team of

equals.

In Country B, managers are usually
more distant and remote. Employees
may feel quite distant from their
managers and have a lot of deference
for them: accepting decisions but not

participating in them.

- Call me, Stefan.

- Call me, Mr Johnson.

This company is not very hierarchical,

with only three management layers.

Companies in Country B tend to be
more hierarchical than those in Country

A, with more management layers.

Deference and distance may be shown in language. Some languages have many
forms of address that you use to indicate how familiar you are with someone. English
only has one form, ‘you’, but distance may be shown in other ways, for example, in
whether first names or surnames are used.

TASKS
4.1 Look at A opposite. Which word combination with ‘culture’ describes each of the

following?
1. The men really dominate in this company, they don’t make life easy for women at
all. All they talk about is football.
2. Among the management here we try to be fair to people from different minorities,

but there are still elements of racism among the workforce.



3. Of course, the quality of the work you do after you’re been at it for ten hours is
not good.

4. There was a time when managers could only wear white shirts in this company —
things are a bit less formal now.

5. Here the male managers talk about the market as if it was some kind of battlefield.

6. They say that if you go home at 5.30, you can’t be doing your job properly, but

I’m going anyway.

4.2. Read the information about two very different companies and answer the
questions.

The Associated Box Company (ABC) and the Superior Box Corporation SBC)
both make cardboard boxes.

At ABC there are three levels of management between the CEO and the people
who actually make the boxes. At SBC, there is only one level.

Managers at ABC are very distant. They rarely leave their offices; they have
their own executive restaurant and the employees hardly ever see them. Employees
are never consulted in decision-making. At SBC, managers share the same canteen
with employees. Managers have long meetings with employees before taking
important decisions.

Managers and the CEO of SBC have an open-door policy where employees
can come to see them about any complains they might have. At ABC, employees
must sort out problems with the manager immediately above them.

At ABC, Employees call their managers “Sir”, everyone uses first names.

1. Which company:

a. is more hierarchical?

b. is more informal in the way people talk to each other?
2. In which company are managers:

a. more approachable?

b. more remote?
3. In which company are employees:

a. more deferential?

b. on more equal terms with their bosses?



Over to you
Is your organization more like ABC or SBC above? Which type of company would you

prefer to work for? What are the advantages and disadvantages of each type of

company?

UNIT 5
BUSINESS ACROSS CULTURES 2
A. Names
In the English-speaking business world, people use first names, even with people
they do not know very well. But if you aren’t sure, use Mr and the family name for men,
and Mrs or Miss and the family name for women, depending on whether they are
married or not. Ms often replaces Mrs and Miss. You don’t use Mr, Mrs. Miss or Ms
with only the first name (e.g. Mr John) or by itself.
You can listen:
1) — My real name is Thomas, but please, call me Tom.
2) - 'm from the US. The ‘R’ stands for Robert — that’s my middle name .
My dad is also called Douglas R. Baxendale, so he puts Sr (senior) after his
name, and I put Jr (junior). This is unusual in the UK.

3) — They stand for John Gregory, if you really want to know.

B. Dress

In Alphaland, businesspeople dress quite formally. The business suit is common,
but for men, wearing non-matching jacket and trousers is also a possibility.

In Betatania, the dark business suit is obligatory for men. Some companies allow
women to wear trouser suits.

In Gammaria, the business suit is almost as necessary as in Betatania, but with
more variation in colours. Some companies require employees to wear formal clothes
from Monday to Thursday, and allow less formal ones on what they call casual Fridays
or dress-down Fridays. In some places, many banks and shops require people dealing
with consumers to wear uniforms so that they all dress the same.

In Deltatonia, people dress more casually at work than in the other countries. For

men, suits and ties are less common than elsewhere. This is smart casual.



TASKS

5.1 Look at A opposite and decide whether these pieces of advice about the English-
speaking business world are true or false.

1. It’s possible to introduce yourself by saying your family name then your
first name.
It’s possible to use Mr, Mrs or Miss on its own, or with a first name.
British people use Sr and Jr to refer to a father and his son.

Americans often show their middle name with an initial.

AR e

You can always use someone’s first name to talk to them, even if you don’t
know them very well.
6. Ms is being used more and more as a title for women.

7. You can show your qualifications after your name on your business card.

Over to you
How are names used in business in your country?

How do people dress at work? Do any companies have dress-down days in your

country? What are the advantages and disadvantages of how people dress?

UNIT 6
BUSINESS ACROSS CULTURES 3

A. Entertaining and hospitality
Alexandra Adler continues her seminar on cross-cultural issues. Entertaining and
hospitality vary a lot in different cultures.

* In Alphaland, entertaining is important. There are long business lunches in
restaurants, where deals are discussed. Professional and private life are separate,
and clients are never invited home.

* In Betatania, evenings are spent drinking and singing in bars with colleagues and

clients.



* In Gammaria, lunch can be important, but less so than in Alphaland. Important
contacts may be invited to dinner at home. Corporate hospitality is a big industry,
with clients invited to big sports events.

* In Deltatonia, restaurants are rare outside the capital. Some entertainment take
place when important clients are invited to people’s houses for dinner, or go
sailing or to country houses for the weekend, etc.

B. Time

Attitudes towards time can vary enormously.

In Busyville, people start work at eight, and officially finish at six, though many
managers stay much longer. There is a culture of presenteeism: being at work when you
needn’t to be.

There 1s a two-hour lunch break, and a lot of business is done over restaurant
lunches. (Lunch is the main meal. The working breakfast is rare.) there are no snacks
between meals, just coffee, so eat properly at meal times.

As for punctuality, you can arrive up to 15 minutes ‘late’ for meetings. If invited
to someone’s house (unusual in business), arrive 15-30 minutes after the time given.
Don’t phone people at home about work, and don’t phone them at all after 9 p.m.

There are a lot of public holidays (about 15) during the year. Busyville is empty in
August, as many companies close completely for four weeks. Employees have five

weeks’ holiday a year and they usually take four of them in August.

BrE: holiday, AmE: vacation

C. Cross-cultural communication
Here are some other areas of potential cultural misunderstanding:

a. distance: when talking to people: what is comfortable?

b. eye contact: how much of the time do people look directly at each other?

c. gesture: do people make lots of facial gestures? How much do they move their
arms and hands?

d. greetings/goodbyes: do people shake hands every time? Are there fixed phrases
to say?

e. humour: 1s this a good way of relaxing people? Or is it out of place to some

contexts?



f. physical contact: how much do people touch each other?
g. presents: when should you give them? When should you open them? What
should you say when you receive one?
h. rules of conversation and the role of silence: how long can people be silent before
they feel uncomfortable? Is it acceptable to interrupt when other are speaking?
TASKS
6.1 In which country from A opposite might you hear these things?
1. How about a trip out tomorrow afternoon? We could see some horse racing and
have a glass of champagne.
2. Do come out with us this evening! I know some great bars. How’s your singing?
3. What are you doing this weekend? You could come to our summer cottage.
You’ll meet my family and we can take the boat out.
4. Let’s get out of the office to discuss the deal. I know a nice restaurant near here,
with some very good local dishes.
6.2 Look at B opposite. Tick (\/) the things this visitor to Busyville does right, and put
a cross (X) by the mistakes.

I phoned my contact to her office at 7.30 pm. (1...) I suggest a working breakfast
the next morning. (2...) She wasn’t keen , so I suggested lunch. (3...) We arranged to
meet at her office at 12.30. I arrived at 12.45 (4...) and we went to a restaurant, where
we had a very good discussion. That evening I wanted to check something, so I found
her name in the phone book and phoned her at home. (5...) She was less friendly than at
lunchtime. 1 said I would be back in Busyville in mid-August (6...). Not a good time,
she said, so I suggested September (7...).

6.3 Which points in C opposite are referred to in this story?

Sally, a student, is working for a company abroad for work experience. The
company has employees from all over the world. The head of the company, Henrik,
invites Sally to a barbeque for his employees at his home, at 3 pm on Saturday.

She i1s the first to arrive, at exactly 3 o’clock. When the others arrive, some shake
hands with each other. Some kiss on one cheeks. Others arrive and say hello without
kissing or shaking hands. (1...). Some bring wine or flowers, which the host does not

open and puts to one side. Others bring nothing. (2...).



In conversations, some people move their arms around a lot and seem to make
sign with their hands, others keep their hands by their sides. (3...). Some people do not
let others finish what they are saying, and others say almost nothing; the people with
them seem upset and move away when they can. (4...). Some people look directly at the
person they are talking to. Others look away more. (5...). Some touch the arm of the
other person whenever they are speaking to them. (6...). She notices that some people
seem to be slowly moving backwards across the garden as the conversation goes on,
while the person with them is moving forward. (7...).

Later, somebody makes a joke but nobody laughs. Everyone goes quiet. (8...).
People start saying goodbye and leaving.

Over to you
What should visitors to your country know about the points in A, B and C opposite?

UNIT 7
CONTRACT FORMATION
LEAD-IN

Negotiation is something which many people do regularly on a day-to-day basis.
It is what is done when the family discusses which TV programme to watch, or when a
couple decide what to eat for dinner, or when the neighbours play their music too loud.
Business people negotiate prices and delivery dates. Politicians negotiate over spending
public funds. Diplomats negotiate borders and international trade treaties.

Negotiations go through a series of stages, and understanding these stages is
useful in trying to work out potentially useful language. The following steps might be
involved:

* Preparation: deciding what is important, defining goals, thinking ahead how to
work together with the other party.

* Relationship building: getting to know the other party, understanding how you
and the other are similar and different, and building commitment toward
achieving a mutually beneficial set of outcomes.

» Information gathering: learning what you need to know about the issues, about
the other party and their needs, about the feasibility of possible settlements, and

about what might happen if you fail to reach agreement with the other side.



» Information using: at this stage, negotiators assemble the case they want to make
for their preferred outcomes and settlement, one that will maximize the
negotiator’s own needs. This presentation is often used to ‘sell” the negotiator’s
preferred outcome to the other.

* Bidding: the process of making moves from one’s initial, ideal position to the
actual outcome. Bidding is the process by which each party states their opening
offer, and then makes moves in that offer, towards a middle ground.

* Closing the deal: the objective here is to build commitment to the agreement
achieved in the previous phase. Both the negotiator and the other party have to
assure themselves that they reached a deal they can be happy with, or at least live
with.

* Implementing the agreement: determining who needs to do what once the hands
are shaken and the documents signed. Not uncommonly, parties discover that the
agreement 1s flawed, key points were missed, or the situation has changed and
new questions exist. Flaws in moving through the earlier phases arise here, and
the deal may have to be reopened, or issues settled by arbitrators or the courts.

(From “Managing Strategic Relationships” by L. Greenhalgh)

An effective contract is an invaluable tool that will help your organization and the
contractor understand what is expected, and how to resolve any problems. The process
of writing and then negotiating through the contract is in some ways as important as the
words chosen. It sets a tone for how you work together and hopefully displays a balance
of flexibility as well as focus and excellence.

The contract defines the parameters of your ongoing working relationship. First
you'll need to negotiate a specific scope of work for a particular price and payment
schedule. Remember that any contract, especially one with lots of technical details in it
can be confusing and full of language that leaves things open to interpretation. Before
you sign on the dotted line, you may want a legal opinion on the proposed contract and
have your organization's lawyer review it. You might also want it reviewed by a
consultant who is experienced in this area so you can avoid any pitfalls and decode any

technology jargon. The couple hundred dollars that you spend for an independent



consultant to look at a contract can be an excellent way of ensuring a good project. The
contract is a document to guide your work together.

Do you agree with the opinion that no piece of paper will replace the assurance
that comes with working with a provider that you know is honest, flexible, and

responsive?

Read the following definition, analyze and memorize it before studying reading

section on different aspects of contract formation.

Contract is any legally binding agreement between two or more parties. To be
effective according to law, it is essential that the parties to a contract have legal capacity
(power) and freedom of contract;

. they must intend it to be binding;

. they must be agreed on the purpose of the contract and the purpose must not be
illegal;
. there must be valuable consideration, i.e. some payment or service or sacrifice

must be promised by each party;

. meaning of the agreement must be clear enough to be understood.

READING 1: DRAFTING OF CONTRACTS

1 Read the text. Does a contract give you full legal protection? What does it give

you? If you sue and win the judgment, how do you make up for the lost time?

2. Read the text again and answer the following questions:
- What can help you avoid litigation and keep your business moving forward?
- What is the best legal strategy for contracts?

- What can poor investigation and negotiation result in?

A contract is only as good as the relationship with the other party in the contract.
Many lawyers see contracts as a legal end-all - if you have it signed and in writing, you

are legally protected. Legal textbooks would call them correct.



From a business perspective, however, they could not be more wrong. A contract
only gives you the right to sue, and everybody knows how expensive and time-
consuming suing can be. But even a successful suit may not solve your problems. You
may win a case because your supplier failed to supply you, but how do you stay in
business in the interim? Who makes up for the lost time until you win the judgment?
And, perhaps most importantly, who explains to your impatient customers that the
matter is “in litigation”? So relying on a written contract alone to get you through a deal
is poor legal strategy. Fruitful negotiations and a good working relationship with the
other party or parties will be far more effective in limiting contract problems, avoiding
litigation, and keeping your business moving forward.

The best legal strategy for contracts is to negotiate everything up front. You also
need to have a good understanding of your business and that of the other party so that
the contract is appropriately written, addresses the needs of both parties, and anticipates
the types of problems that can arise because of the nature of both businesses. The
signing of the contract should be the end of a great deal of work, not the beginning of
the relationship. Poor investigation and negotiation can result in ambiguities, disputes,

and, frequently, litigation.

Give English equivalents and use them in your own sentences:
1HIIIa CTOPOHA B JIOTOBOPI
y MUCHbMOBOMY BUIJISII

y IPOMDKHUHN TIepioJt

3

1

2

3

4.  JOMOMOTTHU JOBECTH YTOay A0 KIHIISI

5. moraHa/ HeBIana HOPHUIAYHA CTPATETIA

6.  Xopolle po3yMiHHS BalIoro 6i3Hecy 1 613HeCy 1HIIOI CTOPOHH
7. o0 KOHTpakT BigOMBaB MOTpeOM 000X CTOpIH 1 BpaxoByBaB MpoOJeMH, SIKi
MOXYTh BUHHUKHYTHU

8.  MIANHUCAHHS KOHTPAKTY

9. HemocTaTHE BUBYEHHS MUTAHHA 1 HE3a10BUIbHI IEPErOBOPHU
10. mpu3BecTd 10 ABO3HAYHOCTI

11. 3axomam, K1 CJiJ BXKUTH



4. Fill in the gaps with prepositions:
1.relationship ... the other party ... the contract
2.How do you stay ... business?
3.Who makes up .. the lost time?
4.Who explains ... your customers that the matter is ... litigation?
5.relying ... a written contract alone
6.the best legal strategy... contracts
7.your business and that... the other party
8.the signing ... the contract
9.the beginning ... the relationship
10. can result... ambiguities
Over to you
Think of points you would like to discuss during preliminary negotiations. What do you
think should be paid most attention to?

7.5. Translation. Translate the following part of an agreement in writing.
Validity of quotation
Lux Limited reserves the right to refuse acceptance of a purchaser’s interpretation
of a quotation unless the quotation is authorised, in writing, by an official representative
of Lux Limited. The quotation will remain open for no longer than 60 days from issue,
unless stated otherwise in writing. In the event that no quotation has been issued by Lux
Limited and an order to supply has been received, Lux Limited refer the purchaser to the

Terms and Conditions of Sale.

READING 2: PRELIMINARY STEPS

1 Read the text. If you want to sign a contract with somebody, what must you find

out about them? How can you check the background of a firm?

2. Read the text again and answer the following questions:



. Why do new subcontractors often underbid a project?

Why do new subcontractors sometimes find themselves in debt?

. Under what circumstances may the hirer find its property subject to liens?

. What kind of checks would it be wise to make on the other party?

. How is it possible to conduct such checks?

*  What can happen if a subcontractor goes bankrupt in the middle of the project?

. How can you get references for the other party and how can you verify them?

Before a contract is signed or even written, businesses have to do their
homework. Because a contract is only as good as the working relationship behind it, the
parties need to understand whom they will be working with and what work will be
involved.

Do Background Checks. You need to know the party or parties with whom you
are contracting. The best contract in the world will do you little good if you are working
with someone unreliable. Therefore, find out how long the person or firm has been in
business. Ask for references and talk to previous customers. Check with state agencies
and private complaint bureaus to discover how many complaints or other problems the
firm has experienced. Most legal problems that arise after a contract is signed come
from business problems that could have been uncovered by a background check, yet, sad
to say, many businesses check the backgrounds of prospective employees more carefully
than they check those of companies with which they sign multimillion-dollar contracts.

Particularly in the construction industry, many firms are discovering that the
lowest bid is not always the best-bid. New subcontractors often underbid a project in
an effort to get started. They get the work, then find themselves in debt and unable to
complete the job. The hiring business is men left with a mess, made of unfinished work
and work that has no warranty. Furthermore, if the subcontractor has not paid
suppliers and laborers, the hirer of the subcontractor may find its property subject to
liens that tie up property closings. The “cheap” subcontractor thus ends up costing a
considerable amount more than was saved by the difference in bids. A background
check revealing lack of work experience or the presence of previous complaints might

prevent these problems.



It would be wise to check the other party for court judgments, property liens,
tax liens, and other types of judicial actions. If the party is involved in any suits, check
to see whether the suits are the result of the way the party does business. Suits can also
be the indication of financial troubles that may come to a head during the course of
your contract performance. A subcontractor who goes bankrupt in the middle of a
project can cause confusion about who will give and receive payment and who will
guarantee the work performed prior to bankruptcy.

Check with others who have done work for the party. Ask for references and
verify the references and previous projects listed. If the firm deals with consumers,
check with the Better Business Bureau for complaints. Check with the state fraud offices
and licensing bureaus if the business is licensed. Public records will show whether a

company has a litigious nature or has difficulty in dealing with others.

3. Fill in the gaps with prepositions:

1. the party or parties ... whom you are contracting

2. how long the person or firm has been ... business

3. Ask ... references and talk ... previous customers.

4. Check ... the state agencies and private complaint bureaus.

5 Most legal problems come ... business problems that could have been uncovered
... a background check.

6 an effort to get started ...

7. a mess made up ... unfinished work and work that has no warranty
8 the hirer ... the subcontractor

9 more than was saved ... the difference in bids

10. lack ... work experience

11. the presence ... previous complaints

12.  if the party is involved... any suits

13. anindication ... financial troubles

14.  during the course ... your contract performance

15. confusion ... who will give and receive payment

16. the work performed ... bankruptcy

17.  Check with others who have done work ... the party.

18. ifthe firm deals ... consumers



19.  The company has difficulty in dealing ... others.

4. Translation. Translate the following part of an agreement in writing.
Prices
Unless otherwise authorised in writing, all orders are executed subject to trade
prices and discounts applicable at the time of dispatch. Any price list of Lux Limited,
published or not, shall not affect the right of Lux Limited to charge for goods in
accordance with this clause. All prices are subject to Value Added Tax at the appropriate

rate.

Over to you
What problems could be caused by a poor understanding of the business specific

aspects?

READING 3: LEARN THE NATURE OF THE BUSINESS
1. Read the text. How can you learn the nature of the business you are going to be

involved with? Why is it advisable to learn the trade jargon? Why is it necessary that

the other party understand your needs and your use of the goods?

2. Read the text again and decide whether these statements are true (T) or false
(F).
1. You should investigate both the character of the individual contractor and the
nature of business.
2. Itis not necessary to learn the trade jargon.
3. All industries have the same standards.
4. Constraints are usually easier to discover.
5. In computer sales to businesses more than 50 percent of new systems have
problems.
6. In producing layettes thread costs are minimal.

7.  Parts and supplies are always included in the contract price.



In addition to investigating the character of the individual contractor, you should
investigate the nature of the business with which you will be involved. For example, a
company that sells thread to large firms for mass production will be different from a
company that sells thread to tailors for custom product use. The two will have different
timetables, different needs in terms of quantity and quality and different consequences
of a contract breach. If you do not already know it, learn the trade jargon. Find out the
meaning of any specialized terms or language that might appear in the contract. For
example, if a contract says “Grade poultry”, does that mean that all chickens must be
Grade A, or can there be a few stragglers in there? What standards are used to
determine whether a chicken is Grade A? What margins for error are allowed? Also,
be certain that the other side understands your needs and your use of the goods. For
example, the timing of a shipment of meat to a luxury cruise liner is more critical than
that of a shipment to a restaurant because ships must leave at a certain time, whereas a
restaurant could change its menu temporarily if it had to. In the clothing manufacturing
market, there are certain rules about sizes, including the number of each size
manufactured and shipped at any given time. In computer sales to businesses, more than
50 percent of new systems have problems (with some sellers, that figure is over 70
percent), and the average installation period is one year. Before signing a computer
purchase contract, establish when “acceptance” of the computer is deemed to take place
— how much testing will be done and when the system will be considered to be up to
speed.

Industry custom is a part of every contract, whether it is or is not negotiated. For
example, a garment manufacturer who was new to the industry agreed to include thread
as part of the price quoted for the manufacture of jackets. The manufacturer has been
used to producing layettes, in which thread costs were minimal. However, long-sleeved
jackets require a significant amount of thread. As a result, the manufacturer lost almost
fifty cents per jacket on the deal, when there was a profit margin of only seventy-five
cents per jacket. The loss was caused by a poor understanding of the ways that
manufacturing of particular items of clothing can differ. Every industry has its own set
of standards, and discovering those standards is a key to negotiating a good contract. For
example, when contracting for vehicle services, you need to find out whether parts and
supplies are included in the contract price. Many quotes are for labour only, yet

recipients of the quotes often believe they have a full-service contract. Constraints are



also important and are sometimes harder to discover. For example, hiring a computer

programmer involves immense possibilities in terms of what the programmer can do,

but an understanding of the proposed project in particular as well as programming in

general 1s needed in order to understand the scope of the contract. In such technical

contracts, using a programmer to hire a programmer is probably a wise business

practice.

3. Give English equivalents and use them in your own sentences:

1. BHBYHTH XapakTep Oi3HECY

2.  KOMIIaHis, 10 MPOJA€ HUTKH

3. HEOIHAKOBI MOTPeOH 3a KITBKICTIO 1 SKicTIO ( "in terms of'')

4.  HaACIIIKU NOPYIICHHS KOHTPAKTY

5. mpodeciitHa MOBa

6. TepMiH NMOCTaBKM NapTii M'sica

7. TpoAaX KOMIT'HOTEPIB KOMIAHISIM

8. mepioja yCTaHOBKHU

9. 1o mianmucaHHS KOHTPaKTy Ha KYMIBJIIO KOMIT'IOTEpa

10. He3anexHO BiJ TOTO, Y1 OOTOBOPIOETHCS BiH B MPOIIEC IEPETOBOPIB

11. 1mina, npu3HaYeHA 3a BUTOTOBJICHHS KypPTOK

12. BUPOOHUK 3BUK pOOUTH MpuaaHe i1 HoBoHapokeHuX ("'be used to")

13. mpulyTok y po3mipi smie 75 nenTiB 3a KypTky ("of" and "per")

14. yknagamouu KOHTPAKT HAa OOCIYrOBYBaHHS aBTOTPAHCIIOPTY

15. uym BKJIIOYEHI 3amacHi YacTUHU 1 JOMOMIDKHI MaTepiaid B KOHTPAKTHY IIHY
("whether")

16. ©OaraTo mpono3uuiil BKIIOYAIOTh TUIBKU OIIaTy poOoTH

17. Benuye3Hl MOXIJIMBOCTI 3 TOYKU 30py TOTO, IO 3AaTHUI poOuTu nporpamicT ("in
terms of™)

4. Fill in the correct preposition:

l.
2.
3.

a company that sells thread... large firms
different needs in term ... quantity and quality

what margins ... error are allowed



your needs and your use ... the goods
acceptance ... the computer
a manufacturer who was new ... the industry

The manufacturer has been used ... producing layettes.

© N o w o

The manufacturer lost almost fifty cents ... jacket.

5. Match the words from the list with their definitions.

a) loss b) constraint c) jargon d) acceptance ¢) industry

f) recipient g) immense h) scope 1) breach ]) shipment

1. an amount of goods carried on a ship, plane, train, or truck
extremely large, syn. enormous

an action that breaks a law, rule, or agreement

2
3
4. something that limits you freedom to do what you want
5. opposite to profit

6. when you officially agree to take something that you have been offered

7.  words and expressions used in a particular profession or by a particular group of
people, which are difficult for other people to understand

8.  businesses that produce a particular type of thing or provide a particular service

9. the range of things that a contract deals with

10. someone who receives something

6. Translation. Translate the following part of an agreement in a written form.
Variation

In the event of variation or suspension of the work by the purchaser’s instructions or

lack of instructions, the quoted price may be altered to reflect costs involved. Lux

Limited reserve the right to adjust prices where units ordered are of a smaller quantity

than those quoted.

QOver to you
Discuss the provision in pairs. Why can the company alter the price? Use the helpful

expressions below to say what you think.




USEFUL LANGUAGE

I wonder if you’d mind telling me... I want: -to clarify

Can you give me some information about... -to explain

I’'m afraid I need to know... -to put another way
Let me spell out... -to put in other words

Is that clear?

READING 4: NEGOTIATIONS

1. Read the text. Why do both parties to a contract need to understand the purpose

of the contract?

2. Read the text again and decide whether these statements are true (T) or false

(F).

1. Both parties to a contract need to understand the purpose of a contact.

2. Failure to include needs and expectations into the contact terms can lead to
litigation.

3. Form agreements are an ideal way of doing business.

4. Form agreements are safer than drafting an agreement.

5. When parties draft an agreement they reflect their true understanding and
intentions.

6. The terms of the agreement must be complete and clear.

Once you have done your background homework, you are ready to negotiate the
terms of your contract. Work carefully to make the terms of the agreement as complete
and clear as possible.

Understand the Purpose of the Contract. Both parties to a contract need to
understand what they and their opposite number hope to accomplish with the contract
and how they hope to achieve it. A contract to purchase sand, for use in making cement

will read very differently from a contract to purchase sand for filler. In one case, Mobil



Oil needed bulk plastic for making garbage bags. The plastic had to have a certain
density to be usable for this purpose. When Mobil tested a shipment of the plastic, it,
found that the density was unsatisfactory. The supplier and Mobil then went through a
bizarre series of events that involved shipping plastic back and forth, across Texas and
eventually burying it. Later litigation relied on provisions of the Uniform Commercial
Code and its application and interpretation, to determine who was right and who was
wrong (AskcoEngineering Corp. v. Mobil Chemical Corp., 1976).

None of that should have been necessary. The contract should have spelled out
the density standards the plastic would have to meet and the testing procedures that
would be used to determine whether those standards had been met. It should also have
included preliminary shipping instructions and instructions on what to do if the plastic
proved to be unacceptable. The problem was that the two parties had different
understandings of the contract's purpose. For one side, the contract was simply for
purchase of bulk plastic. For the other, the contract was for the purchase of plastic that
was the right density and durability for garbage bags. Lack of understanding of buyer's
particular needs and expectations, and failure to incorporate those needs and
expectations into the contract terms, created great confusion, added expense, and
resulted in litigation.

Avoid Relying on Form Contracts. Form agreements are a common way of
doing business. In some cases, the buyer sends a purchase order with all sorts of printed
terms on it to the seller, and the seller responds with an inveice containing printed terms
that do not match those of the buyer. If problems result, no one will be certain what
rights are afforded by the jumbled agreement.

Form agreements are not created for a particular contract or set of business
circumstances and have a high potential for causing difficulties for both parties. If the
parties use a form agreement that has some blank spaces for filling in details, they may
fill in details that contradict the terms in the form. Drafting an agreement that reflects the
particular transaction and the parties' true understanding and intentions is generally

safer and more functional than using form contracts.

3. Give English equivalents and use them in your own sentences:
1. sK TUIBKM B BUKOHAJIM MiAroTOBYYy poboTy ( "once"

2.  YMOBH KOHTPAaKTy



o0uBi cTOpOHU B KOHTpakKTi (the preposition "to")

Oyzne copMyIbOBaHMI MO-1HIIOMY

HEOJTHAKOBE PO3YMIHHS METH KOHTPAKTY

HEBKJIFOYEHHS IIUX MOTPeO 1 HaMIpPIB B YMOBU KOHTPAKTY ...
MOIIUPEHUH CIOC1O BEJICHHS TOPT1BIII

110 He 30Irar0ThCsl 3 YMOBAMH MOKYTILIS

XNy Ew

MPOITYCKH JIJIsl BIIUCYBAaHHS MOAPOOUIH

10. Oe3neuHilie 1 paioHaIbHIIIE, HIXX BUKOPUCTAHHS TUIIOBUX KOHTPAKTIB

4. Answer the following questions:

1. What was the cause of litigation between Mobil Chemical Corporation and its
supplier?

2. What should have been done to avoid litigation in that case?

3. Did the two parties have different understanding of the contract’s purpose?

4.  What are the advantages and disadvantages of form contracts?
5

What is generally safer and more functional than using form contracts?

5. Fill in the gaps with prepositions:
the terms ... your contract
the terms ... the agreement
the purpose ... the contract

both parties ... a contract

1
2
3
4
5. what they hope to accomplish ... the contract
6. bulk plastic ... making garbage bags

7. abizarre series ... events

8. instructions ... what to do if the plastic proved to be unacceptable
9. The contract was simply ... the purchase ... bulk plastic.

10. Lack ... understanding created great confusion.

11. to incorporate those needs and expectations ... the contract terms
12. resulted...litigation

13. acommon way ...doing business

14. sends a purchase order... the seller

15. The seller responds ... an invoice



16. what rights are afforded ... the jumbled agreement
17. a set... business circumstances

18. some blank spaces ... filling... details

6. Match the words from the list with their definitions.

a) durability b) spell out ¢) incorporate | d) draft ¢) transaction

f) preliminary | g) bizarre h) purchase 1) invoice ]) contradict

1. to disagree with smth, especially by saying that the opposite is true

2. toinclude smth as part of a contract

3. staying in good condition for a long time, even if used a lot

4. a list of goods that have been supplied or work that has been done, showing how
much you owe for them

to explain smth clearly and in detail

very unusual and strange

to write a contract that will need to be changed before it is in its finished form

happening before smth that is important, often in order to prepare for it

A SRR AN

a business deal or action, such as buying or selling smth

10. smth you buy, or the act of buying it

7. Translation. Translate the following text in writing:
LETTER OF INTENT FOR POSSIBLE CONTRACT FOR SALE OF ASSETS
This is a non-binding letter of intent that contains provisions that are being
discussed for a possible sale of the Business named above from the possible Seller
named above to the possible Buyer named above. This is not a contract. This is not a
legally binding contract. This is merely an outline of possible contract terms for
discussion purposes only. This is being signed in order to enable the potential Buyer to
apply for financing of the purchase price. This letter of intent is confidential and shall
not be disclosed to anyone other than the parties and their employees, attorneys and
accountants and the possible lenders of the Buyer. The terms of the transaction being
discussed are attached hereto, but the terms (and the possible sale itself) are not binding

unless and until they are set forth in a written contract signed by Seller and Buyer. The




word "shall" is used in the attached terms only as an example of how a contract might

read, and it does not mean that the attached terms are or ever will be legally binding.

8. Discussion. Discuss in pairs the Letter of intent from exercise 7. Use the helpful

expressions below to express your ideas:

USEFUL LANGUAGE

I’d like to point out... Have you considered...?

- emphasise... Don’ t you think...?

- draw your attention to... There’s another way of looking at this.
Interrupting Accepting the interruption

Do you mind if I just interrupt? Certainly/ Please, do go ahead/ Sure
Can I just say something here? Refusing the interruption

Could I say a word about... If you could just allow me to finish

In other words, that means, namely, that is to say
In addition, moreover, furthermore, besides
In particular, in detail, especially, chiefly, mainly

In conclusion, finally, to conclude

READING 5: IRON OUT THE DETAILS

1 Read the text. What is the role of an abandonment clause in a contract? What
is the role of a price review or increase provision? Does the price increase provision
protect the buyer or the seller? Can you describe any residential development near the

place you live?

2. Read the text again and decide whether these statements are true (T) or false
(F).

1.  Provisions for all steps should be included in the contract.

2. Ironing out details during negotiations results in many kinds of misunderstandings.
3. Two joint venturers were at odds because one of them had little residential

development experience.




4.  You should review similar to your transactions in order to see what unforeseen
events may happen.

5. The oil glut demonstrated the need for protection for the seller.

6. If a product needs testing, the contract must specify what will happen if the product

fails to pass the tests.

Parties should carefully spell out their expectations concerning time, defects,
corrections, and so on, and even include an abandonment clause to be used in case the
project proves to be futile. The contract should list the steps involved in the business
transaction and contain provisions for all the steps, including option to be invoked if
things go wrong. For example, many contracts have a price review or increase provision
for the seller, particularly in cases where prices can vary tremendously, such as fuel
contracts. The clause has generally been for the protection of the seller, but the recent oil
glut has demonstrated the need for the same protection for the buyer if the price greatly
decreases. Many firms are now litigating this issue, and future buyers are likely to insist
on two-sided price protection.

If a product or service needs testing, be sure to have the contract describe what
tests will be performed and what will happen if the product fails to pass the tests. The
Mobil case showed what can happen if this is not done.

Ironing out details during negotiations can prevent many kinds of unhappy
misunderstandings. For example, in one joint venture for the development of a
subdivision, the parties failed to specify matters such as whether homes could be built
on speculation, who would maintain the project, and who would carry the cost of
building a model. All of these issues were resolved in the mind of one joint venturer,
who was an experienced developer. But the other joint venturer, who had little
residential development experience, did not realize the costs involved and assumed that
the lots would sell very quickly. When the lots did not sell, the parties found themselves
at odds, quibbling over interim loan fees for the model and the number of spec homes
that should be built. Before deciding on the terms to be spelled out in a contract, it is
wise to review earlier, similar transactions to see how they progressed and what
unforeseen events occurred. Then the contract can provide as many details and as much

coverage as possible.



3. Give English equivalents and use them in your own sentences:
YCYHYTH MOJKJIUBI CYTIEPEUKH Yepe3 eTaii

JOKJIQIHO BUKJIACTU CBOI BUMOTH

BKJIFOUMTH 3aCTEPEKEHHS PO BIAMOBY BiJl I030BY

Ha BUMAJOK, SIKIIO MPOEKT BUSBUTHCSA MapHuM ( "in case"
BKJIIOUAIOYM BapiaHTH, JI0 SIKUX MOXKHA OyJie BAATUCS B pa3l HEBaul
3aCTEPEKEHHS PO MePerdisl a0o 301IbIIIEHH] IIHU

y BUIIaJIKaX, KOJIM IIIHU MOXKYTh pi3ko 3MiHIOBatHcs ( "where")

SIKIITO TPOYKIIiS HE TPoiiie BUTPOOYBaHHS 3a10B1LIHHO

A S RSN AR T o A

HepIll, HiXK BUBHAYUTH, SIKI YMOBHU MTOBUHHI OyTH 00YMOBIIEH1

[E—
e

paHilie yKJiajaeHi aHaJoT14Hl yToau

[—
[—

SK1 Herepe0aueHi 00CTaBUHU BUHUKIN

J—
et

JeTaIbHUN 1 IOBHUH KOHTPAKT

4. Fill in the correct preposition:

The parties should spell out their expectations ... times, defects, etc.
contain provisions ... all the steps

a price review or increase provision ... the seller

the need ... the same protection for the buyer

to insist...two-sided price protection

ironing out details ... negotiations

in one joint venture ... the development... a subdivision

quibbling ... interim loan fees

AR R AN AR o A

the number ... spec homes that should be built

J—
e

before deciding ... the terms to be spelled out... a contract

5. Match the synonyms. Use a dictionary if necessary.

1.futile a) differ 7. unforeseen g) temporary

2. to quibble b) hope 8. spec h) get rid of problems
3. to iron out c) pointless 9. expectation | 1) to state

4. to specify d) to use 10. to vary 1) specification

5. lot ¢) unexpected 11. to invoke k) land

6. interim f) to argue




OVER TO YOU
Find a contract sample in the Internet. What parts does it consist of? Pay attention to

the contract title. Why is it important to specify the subject of a contract in its title?

READING 6: THE CONTENT OF THE AGREEMENT
1 Read the text. What issues can arise in case of a government contract? What is

the best question the parties can ask when choosing the language for a contract? How
can you check whether the person or persons signing the contract have the authority

to enter into the contract? Who should drafts be reviewed by before being signed?

Regardless of the type of contract, certain basic steps should be followed in its
preparation. These steps are often overlooked, but paying attention to them can help
greatly in avoiding confrontation later.

Drafting. As noted earlier, no major contract should rely on forms (Forms for
minor, routine contracts such as customer retail contracts and small supplier contracts
may be perfectly acceptable, however, and the old purchase-order-and- invoice system
will work quite well for simple purchases.) However, for major contracts, it is risky
business to use boiler-plate contracts for protection. In fact, boiler-plate contracts are
the things commercial litigation is made of; so often, although the transaction does not
fit the language, the parties keep trying to make their conduct fit the language, and,
inevitably, a disagreement results. Granted, some language should be boiler-plate - the
attorney's fees clause, the state where trials will be held, and what law applies - but
there should be direct language governing the transaction itself. Most sales contracts use
boiler-plate forms, with the subject matter of the contract and a price added on a few
blank lines. What if the goods do not arrive? Are there peculiar problems that will result
for non-timely performance? What if the sale involves livestock — what testing
procedures will there be, and what time limits will be imposed? If it is a government
contract, are there security issues and late performance penalties? All of these issues
are contract specific and will not be addressed as part of a standard contract, but many

firms continue to use the same standard contracts for all transactions.



The best question the parties can ask when choosing the language for the contract
is “What if?” This question anticipates all the difficulties that may arise that are peculiar
to the contract, the business, or the industry. For example, in the case of a mineral
supply contract, what if the supply is affected by an embargo? In the case of an
instalment contract what if the buyer has financial problems during the period the
contract covers? In the case of a construction contract, what if a supplier puts a lien on
the project for non-payment by a subcontractor? What if a contract payment is late? The
contract should reflect the parties' working knowledge of the industry and the business
and anticipate the types of difficulties encountered in their areas.

Check Authority. One simple, yet very important part of a contract is the

signature on the bottom line. Both sides should be assured that the party signing the
contract has the authority to enter into the contract. For example, a firm accepted the
signature of another company's bookkeeper on a promise of indemnification. Since
bookkeepers generally do not have the authority to perform such a transaction, the
contract should have been cleared with an officer of the corporation. The best contract
in the world is not valid if it is not signed by someone who has the authority to agree to
it.

In some firms, certain employees can negotiate but do not have the authority to
sign contracts. When this is the case, the limit and the scope of the negotiating parties'
authority should be established early on, and drafts should be reviewed by those who
will actually sign the completed contract.

The signature section of a contract should identify the capacity of the person who
signs the agreement. The title should appear after the name so it is clear that the signer
is acting on behalf of the firm and intends to bind the firm. In many cases, a copy of a
board resolution authorizing the transaction is also necessary. For example, in land
transactions, a title company will not go through with a sale until a copy of the

approving resolution from the corporate board is obtained.

Give English equivalents and use them in your own sentences:
3MICT yrojau
HEe3aJIeXHO BiJ TUILy KOHTpakTy ("regardless of'")

cucrema '"3aMOBJICHHS HAa MIOKYIIKY — HaKjiajaHa'"

b=

34CTOCYBAHHA 1a0JIOHHUX KOHTpaKTiB



5. Xoua yroja He BiAIoBigae GOpMyIIOBAHHIO ...
6. ... B pe3yJbTaTi BUHUKAE CYNEPEUHICTb ...
7.  OUIBIIICTH KOHTPAKTIB HA MPOJAXK

8.  HECBO€YaCHE BUKOHAHHS

9. nuTaHHA O€3MeKU

10. cnenudiyHUi 4S9 JAHOTO KOHTPAKTY

11. mepenbavatu BCl MOKJIUBI TPYIHOIII

12. KOHTpPAKT Ha MOCTAaBKY MiHEPAJIiB

13. mepiof, 10 OXOIUTFOETHCSI KOHTPAKTOM
14. mepeBipUTH NOBHOBAKCHHS

15. BctynuTH B yroay ("into")

16. wmexa 1 po3Mip TOBHOBAXEHb CTOPIH

3. Fill in the gaps with prepositions:

regardless ... the type of contract

paying attention ... them

will work quite well ... simple purchases

Boiler-plate contracts are the things commercial litigation is made ...
to use the same standard contract ... all transactions

when choosing the language ... a contract

the difficulties that are peculiar ... the contract

What if the supply is affected ... an embargo?

A S RSN AR T o

the signature ... the bottom line

f—
e

someone ... the authority to agree to the contract

[—
[—

the title should appear ... the name

J—
et

a copy ... the approving resolution

Over to you
Using internet sites find some facts about different clauses which companies include in

contracts in order to anticipate problems that may arise.



BRAINSTORMING
1. In what circumstances might you do the following? Think of as many reasons as

possible.
sign a contract  negotiate a contract  break a contract cancel a contract
draft a contract award a contract renege on a contract take out a contract

2. Calisto Instruments have drawn up a contract to supply JZ Music with 500 tenor
saxophones for the Christmas market. Read the extract from the contract, and find

expressions which mean:

1. accepted 6. pay the bill

2. in this document 7. considered as

3. promises 8. for whatever reason

4. not later than 9. inform

5. later in this document 10. impossible to change

This agreement, made and entered into this fourth day of June by and between Calisto
Instruments, the Seller, and JZ Music Ltd, the Buyer:

1. The seller hereby undertakes to transfer and deliver to the buyer on or before 1
November, the goods as specified hereinafter.

2. The buyer hereby undertakes to accept the goods and pay for them in accordance with
the terms of the contract.

3. The buyer shall make payment within 30 days of reception of the goods.

4. Goods shall be deemed received by the buyer when received by him at the port of
Southampton...)

5. The risk of Joss from any damage to the goods regardless of the cause thereof shall be
on the seller until the goods have been accepted by the buyer.

6. The buyer shall have the right to examine the goods on arrival, and he must give
notice to the seller of any claim for damages within seven business days after such
delivery. The failure of the buyer to comply with these rules shall constitute irrevocable

acceptance of the goods.

3. Use the expressions from Exercise 2 to complete this second extract from the

contract.



9. The seller (1) (2) to provide maintenance and repair for one calendar year.

The buyer shall be required to (3) _ to the seller of any request for repair. On expiry
of the warranty, an extension agreement may be (4)  :the buyer shall (5)  of'the
annual fee before any repair work can be undertaken, (6) . Signature of the
warranty extension shall constitute (7)  acceptance of the terms and conditions (8)

specified. Warranties not renewed (9) 1 April shall be (10) lapsed.

4. Choose the correct word to complete the paragraph about litigation.

A legally (1) holding / binding / sticking contract is one which can be (2)
obliged / inflicted / enforced by the legal system. Many contracts include a (3)
penalty / punishment / price clause which (4) concerns / applies / effects if deadlines
are not met. A company which fails to respect its commitments can be (5) charged /
processed / sued for (6) violation / breach / breaking of contract. However, in some
cases the two (7) participants / parties / factions can avoid the expense of litigation by
agreeing an out-of-court (8) settlement / agreement / conclusion. If the case (9)
moves / goes / takes to court, the loser may be ordered to pay millions in (10) payments

/ damages / expenses.

5. Calisto and JZ Music have now signed the contract. Discuss what will happen if...
Calisto deliver on 1 December.

Calisto deliver 500 alto saxophones instead of 500 tenor saxophones.

Calisto send JZ Music an invoice on 1 September.

the saxophones are delivered to Portsmouth.

some of the saxophones are damaged during shipping.

JZ inform Calisto of the damage in January after the Christmas holidays.

JZ refuse to pay.

S U A o

JZ forget to extend the warranty.

5. Translate the contract sample into Ukrainian. Pay attention to its organization.

CONTRACT NO. 1
FOR SALE OF GOODS



This Contract for Sale of Goods is made this  day of , 20 by and between
, a [state of organization or residence| [corporation/ partnership/ sole
proprietorship/ resident], with its principal place of business at [complete address],

(“Seller”) and , a [state of organization or residence] [corporation/

partnership/sole proprietorship/resident], with its principal place of business at
[complete address] (“Buyer”) for the purchase of the goods described below:

1. Term
This Contract shall begin on , 20, and end upon the last delivery, which
shall be shipped, with or without requisition for the balance of goods then unshipped,

by , 20, unless the parties agree otherwise. However, if as of such date,

Buyer is in arrears on the account, Seller may then cancel this Contract and sue for its
damages, including lost profits, offsetting the deposit there against, and further recover
its cost of suit including attorney fees.

2. Delivery

Buyer will give Seller days’ advance notice regarding the quantity requested for

delivery. Upon receipt of the request for delivery, Seller will arrange for delivery
through a carrier chosen by Seller, the costs of which shall be F.O.B.
3. Risk Of Loss

The risk of loss from any casualty to the Goods, regardless of the cause, will be the

responsibility of the Seller until the Goods have been received by the Buyer.
4. Acceptance
Buyer will have the right to inspect the goods upon receipt, and within __ business days
after delivery, Buyer must give notice to Seller of any claim for damages on account of
condition, quality, or grade of the goods, and Buyer must specify the basis of the claim
in detail. Failure of Buyer to comply with these conditions will constitute irrevocable
acceptance of the goods by Buyer. All notices between the parties must be in writing and
delivered by courier or by certified mail, return receipt requested.
5. Charges
Seller shall invoice Buyer upon and for each shipment. Buyer shall pay all charges on

terms of . Any late payment shall bear 103 a late charge of

%. Overdue invoices shall also bear interest at the rate of % per . If Seller

undertakes collection or enforcement efforts, Buyer shall be liable for all costs thereof,



including attorney fees. If Buyer is in arrears on any invoice, Seller may, on notice to
Buyer, apply the deposit thereto and withhold further delivery until the deposit and all
arrearages are brought current.
6. Deposit

Upon signing this Contract, Buyer shall pay Seller a deposit of $ toward the
total price as a precondition for Seller's performance, which deposit is to be credited to
the last shipment.

7. Warranty
Seller warrants that the goods sold hereunder are new and free from substantive defects
in workmanship and materials. Seller's liability under the foregoing warranty is limited
to replacement of goods or repair of defects or refund of the purchase price at Seller's
sole option. No other warranty, express or implied, is made by Seller, and none shall be
imputed or presumed.

8. Taxes

All sales taxes, tariffs, and other governmental charges shall be paid by Buyer and are
Buyer's Responsibility Except As Limited By Law.

9. Governing
Law This Contract shall be governed by the laws of the State of . Any disputes
hereunder will be heard in the appropriate federal and state courts located in [name of
county], [state].

10. Force Majeure
Seller may, without liability, delay performance or cancel this Contract on account of
force majeure events or other circumstances beyond its control, including, but not
limited to, strikes, acts of God, political unrest, embargo, failure of source of supply, or
casualty.
11. Miscellaneous

This Contract contains the entire agreement between the parties and supersedes and
replaces all such prior agreements with respect to matters expressly set forth herein. No
modification shall be made to this Contract except in writing and signed by both parties.
This Contract shall be binding upon the parties and their respective heirs, executors,

administrators, successors, assigns and personal representatives.



Jonarok
UNIT 7: Key vocabulary

Reading 1

make up (v) BIJIIIKO/TYBATH, HAJOTYKUTH
litigation (n) IUBUILHUHN CYIOBHUH TIPOIIEC
negotiation (n) eperoBopu

negotiate (v) BECTHU MIEPETOBOPHU

up front 3a3qajeriab



address (V)
investigation (n)
ambiguity (n)
dispute (n)
drafting of a contract
Reading 2
business (n)
background (n)
state agency (n)
bid (n)
subcontractor (n)
underbid a project

the hiring business
warranty (n)
supplier (n)

lien (n)

subject to liens
closing (n)
tie up property

the other party
property lien
tax lien

judicial action
indication

to come to a head
contract performane
verify (v)

public record
litigious nature
Reading 3
consequence (n)

3aiimMaTucs (MMUTaHHSIM )
BUBYCHHS (TUTAHHS)
HESICHICTb, JBO3HAYHICTh
cynepeuka

CKJIaJIaHHS IPOEKTY KOHTPAKTY

crpaBa, MiANMPUEMHUIbKA SUTbHICTD

Oiorpadiuni xani, GoH, 3aHIN MJIaH

YCTaHOBA IIITATy, ACP>KaBHUN OpraH

CTaBKa, 3asBKa, 1[1HA

CyOmiApsTHIK

MIPU3HAYMUTH 3aHAJITO HU3BKY IJIaTy 32 BUKOHAHHS
MPOEKTY, 30UTH IIHY

bipMma, sxa HalHsUIa (CyOniapsAHUKA)

rapanTis

MOCTaYaIbHUK

MpaBo yTpUMaHHs MaiiHa 710 CIIaTU O0pTy, IPaBo
apelTy MaitHa 3a O0pru, 3aCTaBHE yTPUMAaHHS
M1/Ia1a€ T apernT

JKBIJALIS, 3aKPUTTS

3aBa/INTH OCTATOYHOMY O(DOPMIIEHHIO JJOKYMEHTIB PO

paBoO BJIACHOCTI

KOHTPareHT

apeT MaitHa 3a 6opru

3acTaBHE MPABO HA MAWHO B 3a0€3MEUEHHS CIIJIATH
MO/TaTKy

aKT CyJ0BOI BJIaJx

O3HaKa, BKa31BKa

JOCSITTH KyJIbMIHAITT

BUKOHAHHS KOHTPAKTY

NepeBIPSATH, BUBIPATH, BHOCUTH B CITUCOK
JOKYMEHT My OIIYHOTO XapaKTepy
CYTSDKHUIIBKUH XapaKTep

HACJIIIOK



contract breach
grade (n)
poultry (n)
straggler (n)

a margin for error
shipment (n)
ship (v)
acceptance (n)
deem (V)

to be up to speed
industry (n)
garment (n)
layette (n)
profit margin
loss (n)

vehicle services
recipient (n)
Reading 4
once... (conj)
terms (n)

term (n)
opposite number
filler (n)

bulk plastic
density (n)
bizarre (adj)
spell out (v)
meet standards
durability (n)
incorporate (v)
form contract
form agreement
purchase order
invoice (n)
afford (v)

HNOPYILIEHHS! KOHTPAKTy
COpT

JIOMAIIHS NTULS

BIJICTAJINH

MeXa TTOMUIIKU

BiJIBAHTAKEHHS, MapTis (TOBapy)
BIJIBAHTAXKYBaTU

MIPUNMaHHS

BBAYKATH

OyTH y IOBHOMY TOPSJIKY

rajy3b

peaIMET OATY

IIPUIaHE HOBOHAPOHKEHOTO
npuOyTOK, KOe(Ili€HT MPUOYTKOBOCTI
BTpaTa, 30MTOK

00CIIyroByBaHHS aBTOTPAHCIIOPTY
oJlep>KyBau

SK TUTBKH

YMOBHU

TE€pPMiH, CTPOK

KOHTpareHt

TITaKJIiBKa

HepadiHOBaHa IIacTMaca
IITBHICT, TYCTOTA

JTVUBHUM, XUMEPHUI

SICHO BUKJIACTU

BI/IMOBIAATH CTaHJAApTaM
3HOCOCTINKICTD

BKJIIOYATH, 00'€THYBaTH
TUIIOBUM / CTAHAAPTHUNA KOHTPAKT
TUTIOBA / CTaHAApTHA yroja
3aMOBJICHHS Ha TIOKYTIKY
paxyHoK-(hakTypa / HakjIaaHa
Ha/1aBaTu



jumbled (adj)
blank (n)

draft (v)
transaction (n)
Reading 5

iron out (V)
abandonment (n)
futile (ad))
option (n)
invoke (V)

price review

oil glut

litigate (v)
development (n)
subdivision (n)
specify (v)

on speculation
joint venturer (n)
developer (n)
residential development
lot (n)

be at odds
quibble

interim loan fees
interim loan
spec home

coverage

Reading 6

regardless of (adv)
overlook (v)

retail (n)

boiler-plate contract
commercial litigation
the attorney's fees clause

MepeILTy TAHU I

HE3alIOBHEHU I

CKJIAJIaTH IIPOEKT, IPOECKTYBaTH
yroaa

yCyBaTH, 3TJ1a/KyBaTH

B1JIMOBA Bi/Jl [1030BY

MAapHUH, JapeMHUN

BUOIp, MpaBo BUOOPY, MPABO 3aMiHU
3aCTOCOBYBATH CTATTIO / 3aCTEPEKEHHS / IPELIEIEHT
NEePEeTJIsI IIHU

NepeHACUYCHHS pUHKY Ha(TOIO

CYJIUTHUCS, OCKap)KyBaTH (Ha Cy/ii)

rOCIoIapchKke OCBOEHHS, 3a0ya0Ba

3eMebHa JUISHKA i )KUTIIOBE Oy IIBHUIITBO
KOHKPETHU3YBaTH, ITEPEPaxX0OByBaTH

3 PU3UKOM

YYaCHHK CHUTBHOTO IiAMPUEMCTBA

Oy/liBEJIbHUK, 320y TOBHUK

OCBOEHHS 3¢MJI1 3 METOIO KHTJIIOBOTO Oy IIBHUIITBA
HIArOTOBJIEHY JUISTHKY AJi OyI1BHULTBA OYJIMHKY
MOCBAPUTHCS, PO3XOIUTUCSA

CBApUTHCS, BUIITYKYBATH HEIOTIKA

BHECKH 332 KOPOTKOCTPOKOBY TO3UKY

poMi>kHE (DiHAHCYBaHHS

HOBUM OyJIMHOK 0€3 0CTaTOYHOi 00pOOKH, OOy J0BaHUI
JUTSL TIPOAKY

OXOTUICHHSI

HE3aJIeKHO B1J, HE3BAXKAIOUU Ha
MPOIMYCKATH, HE IOMIYaTH

po3apiOHa TOPriBiIs

1abJTIOHHUI KOHTPAKT

CYJIOBI TIPOLIECH B 3B'A3KY 3 TOPTiBIIECIO
CTaTTs PO BUHATOPOY aJBOKaTaM



subject matter of the contract

late performance penalty
installment (n)
installment contract
construction contract
put a lien

encounter (v)
indemnification (n)
clear (v)

identify (v)

capacity (n)

title (n)

on behalf of

title company

go through with something
corporate board

MpPEeIMET KOHTPAKTY
CaHKIIis 32 3aTPUMKY BUKOHAHHS

YACTKOBUH TUIATIXK, YEPTrOBUN BHECOK

JIOTOBIP 3 OIUIATOIO B PO3CTPOUYKY

JIOTOBIp Ha OyiBEJIbHI pOOOTH

HAKJIACTH aperiT

3yCTpIiTH(CSI), 3ITKHYTHUCS 3

KOMIICHCAITis, BIIITKOAYBAHHS IIIKOIH
BUIIPABIOBYBAaTH, OYUIIIATH BiJ M1103p

BCTAaHOBUTH, 17IeHTU(]IKYBaTH

1mocajga, KOMIETEHIIS

3BaHHS, TUTYJ, ITOcaa

B1JI IMEHI Ta 3a JIOPYYCHHAIM

KOMIIaHisl, 110 3aliMA€EThCS CTPAXyBAaHHAM BiJ 1e(DEKTIB
MIPaBOBUX TUTYIIIB

3aBEPIIUTH I10-HEOY b, JOBECTH A0 KIHIIS

paza JupeKTOpiB Koproparii
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