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sarnlng Oblectlves .
o Understandme definition o a "company" ,
. Knowthaonginandtﬁst' '

« Know the types of oompany"
» Know the impact of Fannie Mae and Freddle Mac on the 2008 economic
crisis.

oing to read two articles. The first is entitied
¢ basic ldeas ofa company From this reading

you will ﬁnd the company history, the important role companies play in
, socio-eoonennc activities and the company types as well.
The seeond readingr is “Federal National Mortgage Association”

Part 1 Reading Skills and Strategies

Company

BEFORE YOU READ

n Previewing the Topic Look at the photos and discuss the questions.

1. What kind of roles does “Company” play in our daily lives?
2. Do you know which country “company” originated in?
3. Please look at the photos below and guess what is going on.

Chapter 1 Company 1



A Corporate roles A Company and the world

m Previewing Vocabulary Read the following words from the first reading.
Put a check mark (v ) next to the words you know. You can learn the other
words now or come back to them after you read.

Nouns Verbs Adjectives
company gain profit legal
business exist limited
capital represent financial
source register joint
registration wind up royal

law invest colonial
liability favor identical
affair grant permanent
proprietorship issue additional
stock combine managerial
charter tax automotive
settlement report taxable
partnership

corporation

entity

investment

attribute

income
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READ

m] Reading an Article Read the following article. Then do the activities that
follow.

Company .

A company is a business
organization. It is an association
or collection of individual real
persons and/or other companies,
who each provide some form of
capital. This group hasa common
purpose or focus and an aim of
gaining profits. This collection,
group or association of persons

can be made to exist in law

and then a company is itself ¥
legal person ;& A  considered a “legal person™. The A X crtoskampany
name company arose because, at

least originally, it represented or was owned by more than one real or legal person.

History
Act of Parliament (£ According to one source, “it may be formed by Act of Parliament, by Royal Charter,
Royal Charter & iﬁ’éi or by registration under company law (referred to as a limited liability or joint-stock
company’).” In the United Kingdom, the main regulating laws are the Companies Act
1985 and the Companies Act 2006°. Reportedly?, “a company registered under this Act has
reportedly #E#Ri& limited liability: its owners (the shareholders) have no financial liability in the event of
winding up the affairs of the company, but they might lose the money already invested in
it”. In the USA, companies are registered in a particular state—Delaware being especially

become incogg);zr Z{eﬁ(lj favored—and become Incorporated® (Inc).

In North America, two of the earliest companies were The London Company
(also called the Charter of
the Virginia Company of
London)—an English joint
stock company established
by royal charter by James I of

England on April 10, 1606 with

TRRMAE)

the purpose of establishing

=

i

]
Z==
x"'_»d
19 fm—
=
—

colonial settlements in North

i

America—and Plymouth
Company that was granted
an identical charter as part

of the Virginia Company.
A The East India Company The London Company was

Chapter 1 Company



the Jamestown Settlement

EBFBGER M

inadvertently FTEh,
AgEM

Ny

A Merchants of the Virginia Company of London

responsible for establishing the Jamestown
Settlement®, the first permanent English
settlement in the present United States in
1607, and in the process of sending additional
supplies, inadvertently’ settled the Somers Isles,

alias Bermuda, the oldest-remaining English

colony, in 1609.
A Charters

Types

The common forms of business organization are proprietorship, partnership,
corporation, or limited liability corporation.

A proprietorship is owned by one individual. More than 70% of the businesses in
the United States are organized as proprietorships. The popularity of this form is due to
the ease and the low cost of organizing. The primary disadvantage of proprietorships is
that the financial resources available to the business are limited to the individual owner’s
resources. Small local businesses such as hardware stores, repair shops, laundries,
restaurants, and maid services are often organized as proprietorships.

As a business grows and more financial and managerial resources are needed, it
may become a partnership. A partnership is owned by two or more individuals. Like
proprietorships, small local
businesses such as automotive
repair shops, music stores, beauty
salons, and clothing stores may
be organized as partnerships.
Currently, about 10% of the
businesses in the United States are
organized as partnerships.

A corporation is organized
under state or federal statutes as
a separate legal taxable entity.

A Stockinformation : ] The ownership of a corporation

is divided into shares of stock. A

corporation issues the stocks to individuals or other businesses, who then become owners
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tax return B RIRE

or stockholders of the corporation.

A primary advantage of the corporate form is the ability to obtain large amounts
of resources by issuing stock. For this reason, most companies that require large
investments in equipment and facilities are organized as corporations. About 20% of
the businesses in the United States are organized as corporations. Given® that most
large companies are organized as corporations, over go% of the total dollars of business
receipts are received by corporations. Thus, corporations have a major influence on the
economy.

A limited liability corporation combines attributes of a partnership and a
corporation in that it is organized as a corporation, but it can elect to be taxed as a
partnership®. Thus, its owners’(or members’) liability is limited to their investment in
the business, and its income is taxed when the owners report it on their individual tax
returns.

(647 words)
( ARESCKIE . http://en.wikipedia.org/wiki/Company &% Thomson 20054 i Financial Accountings—% )

Notes The following Chinese notes will help you to understand the article.

1. legal person: A A . IERIBEICIEFIRY, H—ENAEAYMAMEIIAM=, &
NMREBFNNHSAELA, WAS., HHA%., ZARIZEFESEREISHEXNRSE
BF, AEENHOREXS (K3lF “BAAN” ) .

2. alimited liability or joint-stock company: — 2 8 FR 3R fF/A 5] Sk B 1 A 51 .

3. the Companies Act 1985 and the Companies Act 2006: 3 E 1985 F F02006 5 18 1T #9
PNEE,

4. reportedly: IEHRIE. XN ENEAEBAXRSIH—NEF. 40: The band have reportedly
decided to split up. #BIH XN RBAEZRERE

5. become incorporated: AR B EARBI AT ; HBAE

6. the Jamestown Settlement: EBHIFERK ., EBHBIEXBEE AT EIZIMHES
B, EBHREREEILENE—NBINER S, 1607F5A148, 1058%EH
ARBEZEHSEIN, BIUEBHE, MLEFATEZENBE,

7. inadvertently: TEHE, RELEH, #0: We had inadvertently left without paying the
bill. MNEBZ P RNKREFFT -

8. given: MMid, BEEE “ZIEE|, £F” . @: Given her interest in children,
teaching seems the right job for her. ZREIERZ F, HXEEXRERESHH
Tk, XPH given that AYEZEIE, 20: Given that they had raised taxes so much, it
was surprising the government was re-elected. & AMRFME, BFERKRST
XAZNEREET .

9. it can elect to be taxed as a partnership: o] BUEBR{E A Sk hF . RIBHERER
EASRBRNAINEREUYNREN, EEREALTHRE, ETURR
Sk, (BIEESR ESREI O NENR. )
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Discussing the Reading Read and discuss the questions below in small
groups.

1. What is the definition of “company”?
2. Can you name the two of the earliest companies in North America?
3. What are the common forms of company?

Part 2 Reading Skills and Strategies

Federal National Mortgage Association

S oo oo

T AT o T
" S B WIS T RS B e R PR

A Fannie Mae

BEFORE YOU READ

I] Previewing Vocabulary Read the following words from the second reading.
Put a check mark (v ) next to the words you know. You can learn the other
words now or come back to them after you read.
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Nouns Verbs Adjectives
juggernaut misuse implicit
guarantee back shoddy
boom enrich additional
taxpayer announce battered
bailout eke out competitive
slowdown peak loosened
delinquency shrink

portfolio exhaust

dividend take over

reduction turn over

holding accelerate

bubble hit

bust debate

meltdown pursue

profitability promote

constraint

panel

culprit

dissent

READ

m Reading an Article Read the following article. Then do the activities that follow.

Federal National Mortgage Association

Fannie Mae BE#|% The Federal National Mortgage Association (Fannie Mae') is the nation’s largest

mortgage buyer and a financial juggernaut that affects the lives of tens of millions of

home buyers. It was taken over by the federal government on September 8, 2008, along

Freddie Mac 1%  with Freddie Mac’, as the two mortgage giants struggled with deep losses and investors
lost confidence in the pair.

The federal government created Fannie and Freddie to increase the availability of
loans. Largely because of investors’ belief in an implicit government guarantee, these
so-called government sponsored entities were able to lower the cost of millions of

mortgage #:#8 mortgages’. But during the housing boom, they misused the government’s support to
enrich shareholders and executives by backing millions of shoddy loans. Fannie and
Freddie lost more than $30 billion, in part as a result of the deals, losses that were borne
mostly by taxpayers.

In May 2012, Fannie Mae announced that it made a profit in the first quarter and

bailout money E&®Rt that it did not need additional bailout money —a first since the federal government took
B2 Bh 7R
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Treasury (EXEZEER)

8

W BUER
portfolio IEFAE, B
Has

cap = BREN

it over in fall 2008. The company reported quarterly net income of $2.7 billion, up from a
$6.5 billion loss in the first quarter of 2011.

A slowdown in the decline of home prices and in the number of homes entering
serious delinquency allowed the company to eke out’ a profit after paying its dividend to
the Treasury. Fannie Mae also said losses on its portfolio of home mortgages had probably
peaked and that it expected better profits in the future, a sign that the worst might be
over for the battered American housing market.

Fannie received about $16 billion from the Treasury over the previous three and a
half years and paid back about $23 billion in dividends. Its brother institution, Freddie
Mac, received about $72 billion and paid back about $18 billion.

On Aug. 17, 2012, the Treasury Department announced it was changing the terms
of its bailout agreement with Fannie Mae and Freddie Mac in a way that will shrink
the holdings of the two mortgage giants more quickly and will require payment to the
government of all quarterly profits the companies earn.

The department announced the changes in an effort to deal with concerns that the
companies could at some point exhaust the federal support they were guaranteed when
they were taken over by the government in September 2008 during the financial crisis.

The two firms would have to turn over all profits they earn every quarter. They would
also be required to accelerate the reduction of their mortgage holdings to hit a cap® of $250
billion by 2018, four years earlier than
planned.

Under the new arrangement, the A ‘F‘]‘k)({( l itl
8 Mac

"2 { Fannie

firms’ portfolios can be no larger than

$650 billion each at the end of 2012.

The role of Fannie and Freddie in i
the housing bubble and bust has been €.
hotly debated since the 2008 financial
e A Logos of Freddie Mac and Fannie Mae

The Financial Crisis Inquiry Commission, which was created by Congress in 2009,
heard testimony from former Fannie Mae executives and former regulators that the fine
balance between the company’s financial and mission goals led to conflicts between
pursuing profitability and public policy, between paying competitive salaries and not
wasting taxpayer money, and between choosing loosened financial constraints or tough
regulation.

The six Democrats on the 10-member panel concluded that Fannie Mae and Freddie
Mac “contributed to the crisis but were not a primary cause.” And in a finding likely to
upset conservatives, it said that “aggressive homeownership goals” set by the government
as part of a “philosophy of opportunity’” were not major culprits.

One of the four Republican members, Peter J. Wallison®, a former Treasury
official and White House counsel to President Ronald Reagan, wrote a dissent, calling
government policies to promote homeownership to low-income investors the primary
cause of the crisis.

(650 words)
(% A http://topics.nytimes.com/top/news/business/companies/fannie_mae/index.html Updated: Aug. 17, 2012 )
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m Notes The following Chinese notes will help you to understand the article.

1. Fannie Mae: BFI%. AIEBERMPEAMDS, ML F1938F, EZKRH
“EEBFEHLLY” , NEERLVE, AN RASE_LERERATS

ERNEEITINAM, 200859 KA RFRIK, HEERFEEE/mEE
T, MNANIERFTR™

2. Freddie Mac: FHb3E, RIEXBEERRIMW LT, BF - ANEXEBFHEE®
W, BUHBESCRTFEFE, 1970FHESML, SEFHEERE ZRED
%, ENRERIFMENSFERKHEESEA.

3. mortgage: %18 ( BIRTERME~MPRER) ; RBHEA.

4. bailout money: E2 WM BUEBI KT, bail outth o] B{EzNE%EE, 0: The
government had to bail the company out of financial difficulty. BUF R {SH Bz~
) EE M BEX,

5. eke out: EH A MR A . 40: She managed to eke out her student loan
till the end of the year. A Fi& AT A AR, FEERKRERTTFE.

6. cap: = PR, 40: The government has placed a cap on local council spending. B
Rt T WEHNE BRI HME T &= PR

7. philosophy of opportunity: #l= 8 &, BIENEHREHRERN, SH—1)0T6E
BIF BN S, gt TEX N FARIAHNEE: We understand that building
wealth means weighing the risks yet always pushing forward, searching for creative
solutions and strategizing for growth.

8. Peter J. Wallison: 118 « XFIFk. 1941 E4FAATH, BERENROHBSHE,
NFEXEERBIALER, BXHATFEEBANBR.

A A .

Discussing the Reading Read and discuss the questions below in small
groups.

1. What are the names of the two giant companies described in Reading B?

2. How did the two companies affect the world economy?

3. What did the six democrats on the 10-member panel conclude concerning the
loss of the two companies?

Vocabulary and Reading Skill Exercises

There are three sections in the exercises. They are section one Matching,
section two Multiple choices and section three Translation.

T3 o] o]} Questions 1-7 |

Read the following passage and then match the statements (1-7) to the letter (A, B, C or D).

Chapter 1 Company 9



A The Federal National Mortgage Association (Fannie Mae) is the nation’s largest
mortgage buyer and a financial juggernaut that affects the lives of tens of millions of
home buyers. It was taken over by the federal government on September 8, 2008, along
with Freddie Mac, as the two mortgage giants struggled with deep losses and investors
lost confidence in the pair.

B The federal government created Fannie and Freddie to increase the availability
of loans. Largely because of investors’ belief in an implicit government guarantee,
these so-called government sponsored entities were able to lower the cost of millions
of mortgages. But during the housing boom, they misused the government’s support
to enrich shareholders and executives by backing millions of shoddy loans. Fannie
and Freddie lost more than $30 billion, in part as a result of the deals, losses that were

borne mostly by taxpayers.

c In May 2012, Fannie Mae announced that it made a profit in the first quarter and
that it did not need additional bailout money—a first since the federal government
took it over in fall 2008. The company reported quarterly net income of $2.7 billion, up

from a $6.5 billion loss in the first quarter of 2011.

A slowdown in the decline of home prices and in the number of homes entering
serious delinquency allowed the company to eke out a profit after paying its dividend
to the Treasury. Fannie Mae also said losses on its portfolio of home mortgages had
probably peaked and that it expected better profits in the future, a sign that the worst

might be over for the battered American housing market.

D Fannie received about $116 billion from the Treasury over the previous three and a
half years and paid back about $23 billion in dividends. Its brother institution, Freddie
Mac, received about $72 billion and paid back about $18 billion.

On Aug. 17, 2012, the Treasury Department announced it was changing the terms
of its bailout agreement with Fannie Mae and Freddie Mac in a way that will shrink
the holdings of the two mortgage giants more quickly and will require payment to the

government of all quarterly profits the companies earn.

"

Fannie Mae and Freddie Mac received more money from the Treasury and paid back less.

2. Fannie Mae and Freddie Mac misused the government’s support and lost more than $30

billion.

3. The purpose for the government to create Fannie Mae and Freddie Mac was to increase

the availability of loans.
4. Fannie Mae expected the battered American housing market to recover from the worst.
5. Fannie Mae and Freddie Mac were taken over by the US government in 2008.
6. The two mortgage giants might be required to pay the government back in the future.

7. Fannie Mae reported quarterly net income of $2.7 billion.
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