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‘Lesson One
" Text

The Ownership of a Company

A company may be owned in different forms. It may be
state-owned , collective-owned , individual-owned and privately
owned. In China the state-owned companies are the major rev-
enue contributers. The rest are beneficial supplements to the
country’s economy.

In the United States and most Western countries, howev-
er, most businesses are privately owned. They take the form
of ; the sole proprietorship, the partnership and the corpora-
tion.

The sole proprietorship is the oldest and most common
form of business.in the United States. A sole proprietorship is
a business owned by one person. It is the classic example of en- '
treprenerur. Those small businesses include. restaurants,: beau,
ty shops, repair shops and so on. The owners make their own
decisions without consultant partners or board of directors, so
that they can put-their policies into:effect quickly. Yet :they
have unlimited liability and are responsible for all their business
debts. Once the business fails, they have to declare -personal
bankruptcy and could lose personal assets, too.

A partnership is an association of two or more people to
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carry on a business for profit. This may bring in new capital or
expertise. A partnership may have unlimited liability as well as

limited liability. In Britain, the unlimited liability partnership

is just like the sole proprietorship unlass it ig registered under
the British Limited Partnership Act of 1907. In these cases, li-
ability is limited to the amount of their subscribed capital. In
most cases, though, a partner is liable for the debts and obliga-
tions of the firm while he is a partner. A partnership is formed
by agreement, which is usually involved in a written statement
in the form of a deed called Article of Partnership. The rights,
powers and duties of partners are clearly set out in these Arti-
cles. A partnership is legally ended upon the death, withdraw-
al, or insanity of a partner. '

A corporation is a seperate and legal entity apart from its
owners. There-are two types of corporation based on owner-
ship. One is the private corporation which is organized, owned
and operated by private investors like the Ford Motor Compa-
ny. The other is the public corporation which is organized,
owned and operated: by the government like the Federal De-
posit Insurance Company. The owners of a corporation are its
stockholders whose shares of ownership are represented by
stock certificates. A stockholder owns part interest in the en-
tire corporation.: The value of that part -varies as the value of
the stock changes. This is determined by the supply of and de-
mand for the shares on.the market.

The corporation stockholders are not the corporation. The
corporation is .a seperate and legal entity. The stockholders,
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therefore, have limited financial liability. This is its advantage
over the sole proprietorship and the partnership. If vou buy
stock in a corporation, the most you can lose is what you pay
for your shares, regardless of how much the firm owes its
creditors.

Corporations have several advantages over other form of
ownership. It can attract large amount of capital, and make
large investment in plants, equipment and research. It also en-
joys a long life. Since it can offer high salaries, it can attract
talented managers. |

The Corporate Structure;

Voting stockholders

elect
The board of directors

elect

Chairperson of the board and other board officers such as

vice chairperson and a secretary

hire

The corporation’s officers, or top management such as

president, vice presidents, secretary and treasurer

hire

Middle and lower level managers

hire

other corporate employees




New Words And Expressions

n. (ER#OZ N ;B
n. HRE

n. 3%b ;32

n. A @A
consultant n, Jii [d]

debt n. % ;HK

declare vt. F¥;EAR
bankruptcy n.. B @A
asset n. B ;9™

association n.BE&, 81K

n. AR FIHE

n. P& A8

expertise n. L JHfE

revenue
contributer
supplement

entrepreneur

profit

capital

n. T/ (pl. ) a1,
4% (opp. assets)

subscribe v. 4 ;1AH
obligation n. ERW, X%, ®{E
deed n. QITH @Y
legally ad. SikHl, R L#
insanity n. H&EL

entity n. K&K

n. }EHE
stockholder n. B3R

share n. B

creditor n. QMBA @R HF
talented . a. H A BERY

liability

investor

Collocations

revenue n.

defraud the revenue # G B
customs revenue BT A
national revenue EZK 3 A
loss in revenue WK

revenue from tax BUE

debt n.

avoid debt SRt

clear a debt incurred iF iK%

collect debt i 8] K 3K

extinguish a debt it &

pay one’s debt 3L

refund the debt by means of a bank
4

loan ABITRKBELRF
external (internal) debt #h(Pg){#
passive(active) debt 7& 8 (H B M
%

in debt 1 {#t _

out of debt &M

asset n:

assess assets 25 ¥¥ = {r
capitalize on assets 54> F ¥t ™
freeze assets TR &5 ¥E

inherit assets k&M 7™

tangible assets H L

profit n.



chase profit 18 & ¥} 18

clear a profit of25% 18 25% &4
g

divide profit 4 ZL#|

extortionate profit 3|

gross profit &8, & F]
monopoly profit ZEWrF]iE

small profits and quick returns #l
7 5 B R

do sth. for profit B & A HIERHK
a transaction without profit JGH|#
x5

a profit from business 7 Al #1118
the profit over cost UK EEH
Fiig

an annual profit over expenditure

of MBR -+ X i J5 Hy 4 FIig

profits upon investments in shares

BRREFHMR

capital n.

circulating (floating) capital #i

A
financial capital & fié ¥F 2

Conversation ;

fixed capital B E ¥ A&
foreign capital #h%F

‘working capital ¥ A

the relations between labour and
capital HHF X &

capital and interest £ & 5 F] B
capital assets YA BF 7=

capital bonus ZLH], it &

capital expenditure X674~ # 13 # H
capital goods FEE

capital intensive Bt K B HEH
capital structure ¥4 Hj i

liability n. .
accept liability for damage & 8 #i

FHRERE

liquidate one’s liabilities il =¥ %
heavy liabilities YT 9B &
limited (unlimited) liability & F#
(ERO R

be under no liability toss Xf---FR&K

HIEAE
liability for a debt & 1818 %

Jack: Hi, Kathy. How are you?

Kathy: Fine, thanks, jack. How are you?

Jack; Fine. It’s good to see you.

Kathy: You, too. I’m glad you have time to have lunch with
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me today.
Jack: Sure.
Kathy: I’d like some advice from you.
Jack: Well, I'd be happy to help.
Kathy: You know, I’ve been a hair — dresser for quite some

time. I’'m always interested in new hair—styles. I'm

thinking of starting my own business a beauty
parlor.

Jack; That might be a good idea.

Kathy: It’s exciting to be one’s own boss, is’t it? But I need
to learn about the responsibilities of going into busi-
ness.

Jack: Are you going into this business all by yourself?

Kathy: Yes. I'd like to register with my own name,

Jack; Ok, let me tell you something. If you go into business
alone, it’s called a sole proprietorship. Of course, the
local and state law require licenses and permits. |

Kathy; OK. What other things can you tell me?

Jack: You pay only personal income taxes on its profits. There
is no income tax on the firm as a seperate entity.

Kathy: It sounds good.

Jack; Wait a minute. 1 have to tell you about some of the risks
involved, too.

Kathy: What sort of risks?

Jack: The most important risk to remember is that you have
unlimited hability. You risk losing everything you own.

Kathy: Really?
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Jack : Suppose you go out of business, you sell your inventory,
equipment and other business property. But you still
own your creditors $ 10,000. Those creditors can legal-
ly lay claim on your personal property such as furniture,
car, personal savings and even home. This unlimited lia-
bility exists because there is no legal distinction between
you and your business.

Kathy: It sounds frightening.

Jack: Don’t be discouraged. Many successful businessmen
start their business from sole proprietorship.

Kathy: As usual, you have good advice, Jack.

- Work on the Text
1. What are the three common forms of business ownership in
the West?
(2)What are the advantages of private proprietorship? - -
(3) What are the disadvantages of proprietorship?
(4) What does unlimited liability mean? o
(5) What would happen to a proprietor if his business fails?
(6) What are-the advantages and disadvantages of: p&rtrmrshlp?
(7) How is the partnership formed?
(8) When :will .a partnership be ended? -
(9) What is a corporation?. '
(10) What is the ditference between a private corporation and
a public corporation?
(11) Who are the owners of a corporation?

(12) What determines the value of stock certificatés?



(13) What are the advantages of a corporation over a sole pro-

prietorship and a partnership?

2. Oral Topics:

" Describe the three kinds of ownership in the private owned

company.

3. Vocabulary

(1) Translate ;

1) A A

2) BA . .BEKHFE . ABRE
3) ERWMBH EEREE
) dkE

5) kiFHEHES

6) H IR %

) TRAAMTE

8) HEFHA . EX

9) ﬁ%ﬁlﬁﬂ‘ﬁiﬂﬁ‘ﬁ:ﬂi?ﬁﬁ
N

10) Eﬁﬁ"?ﬂ‘]ﬁ% AL
11) i@t v dH
12) S8

(2) Give the related nouns;

13) ~BEHHKARELT. R,
Wi RN
14) REREER LKL

15) HRARREAR HE

AR

- 16) HEBRBMEERRAH]

17) B FHRRAERT L&
itk

18) B BR

19) MV MRk

- 20) He-EHILRE
C 2D BT RS
. 22) BEIEAEWELE AR

contribute, supply, consult, declare, bankrupt,-liable, sub-

scribe, oblige, legal, insane, invest, represent. .

(3) Fill in the blanks..

1) I have invested all my money

2) She invested a house.

.- 3) Spring invests the trees -

8

____cotton.

leaves.



4) His investments amount ____ millions of dollars.

5) He had run ____debts totaling more than 2000 dollars.
6) The shopkeeper couldn’t __ his debits.

7) His losses put him __ debt.

8) Heis  debt.

9) She must be getting _ debt.

10) 1 wish 1 could get debt.

Key to Lesson one
3. Vocabulary
1) the ownership of a company
2) state owned, collective owned jand. individual owned
3) the major revenue contributers .. = -
4) the sole proprietorship
5) partners or board of directors
6) have an unlimited liability
7) lose personal assets -
8) bring in new capitel and expertise .~ -
9) liablity is limited to their subscribed: capital -
10) liable for the debts and obligations of a:firm
11) be formed by agreement
12) article of partnership
13) upon the death, withdrawal or msam{y of the partner"
14)-a partnership is legally ended | _
15) organized, owned and operated by private investors
16) the Federal Deposit Insurance Company -
17) be 'determined by the supply of and démand for the the
) 9



