Lesson 5

CORPORATIONS
Part1
Corporations as a form of _______________ arose as an alternative to partnerships, _______________, or such rarely used forms as a business _______________ or an unincorporated ____________________.

Within the partnership the investors directly manage their own money, rather than _______________ that task to others. Partners are “mutual agents” and each is able to sign contracts that are _______________on all the others. Such an arrangement is unsuited for strangers or those who are suspicious about each other’s _______________ or business capacities. Hence, the transfer of partnership interests is subject to restrictions.
In a corporation, by contrast, the shareholders do not personally manage their money. Instead, a corporation is _______________ by directors and officers who need not be _______________. Because _______________ authority is concentrated in the hands of directors and officers, shares are freely _______________ unless otherwise agreed. The splitting of management and ownership into distinct functions is the main corporate feature.

Shareholders receive voting rights to elect the board of directors, and the directors, in turn, elect the officers.

When a corporation is created, its officers, directors, and _______________ are usually the same people. They elect themselves or their nominees to the board of directors and then elect themselves as _______________ officers. When the corporation later goes public, the _______________ usually prefer to retain control because they value the additional capital and because they expect to continue to control the majority of votes on the board and thus to direct the company’s future policy and growth.
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VOCABULARY

____________________- legal entity created by a party ( trustor) through which a second party (trustee) holds the right to manage the trustor's assets or property for the benefit of a third party (beneficiary). 

____________________- units of ownership interest in a corporation or financial asset that provide for an equal distribution in any profits.

 ____________________- a legal form of business operation between two or more individuals who share management and profits.
____________________ a form of partnership in which some of the partners contribute only financially and are liable only to the extent of the amount of money that they have invested.
____________________-  a large company or group of companies that is controlled together as a single organization; a group of companies incorporated into one entity.
____________________-   involving a legal obligation that cannot be broken.

____________________- a project or undertaking, especially a bold, risky or complex one; a business or company.
____________________- not formed into a legal corporation.
____________________- any person, company, or institution that owns shares in a company and therefore gets part of the company's profits and the right to vote on how the company is controlled.
____________________- people elected by a corporation's shareholders to represent the shareholders' interests and ensure that the company's management acts on their behalf; governing body of an incorporated business.
____________________- the act, state, or right of possessing something.
Additional vocabulary
_______________ - an entity that creates a trust by giving real or personal property in trust to a trustee for the benefit of a beneficiary.
_______________- an individual or member of a board given control or powers of administration of property in trust with a legal obligation to administer it solely for the purposes specified.
_______________- a person who derives advantage from something, especially a trust, will, or life insurance policy.
_______________- a person who gives money or other help to a person or cause.
_______________- an enterprise that has gone through the formal legal process of becoming a corporation.
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Complete using appropriate prepositions

1. Corporations as a form of enterprises arose as an alternative _______ partnerships.

2. Each partner is able to sign contracts that are binding_______ all the others.

3. Such an arrangement is unsuited _______ strangers.

4. They are suspicious ________ each other’s integrity or business capacities.

5. The transfer of partnership interests is subject ___restrictions.

6. In a corporation, ______ contrast, the shareholders do not personally manage their money.

7. Instead, a corporation is managed ______ directors and officers who need not be investors.

8. Managerial authority is concentrated ________ the hands of directors and officers.

9. The splitting of management and ownership _______ two distinct functions is the main corporate feature.

10. They expect to continue to control the majority of votes_______ the board.
Quiz. Use the key words to form new ones and fill in the gaps
BLACK       MARKET            BUY              SELL

___________________________- a place where goods and services are bought and sold.
___________________________- the system by which people illegally buy and sell goods, or foreign currency.

___________________________-when there are more goods for sale than there are people wanting to buy them.
Seller’s market - a market characterized by excess demand in which buyers consequently experience difficulty in buying.

___________________________- able or fit to be sold (adjective)
___________________________- the part of business which is concerned with the way in which a product is sold.

Translate
 Mr. Brown had just been hired as the new CEO of a large high-tech corporation. The CEO who was stepping down met with him privately and presented him with three numbered envelopes.

“Open these if you run up against a problem you don’t think you can solve,” he said.

Well, things went along pretty smoothly, but six months later, sales took a downturn and he was really catching a lot of heat. About at his wit’s end, he remembered the envelopes. He went to his drawer and took out the first envelope. The message read, “Blame your predecessor”. The new CEO called a press conference and tactfully laid the blame at the feet of the previous CEO. Satisfied with his comments, the press – and Wall Street –responded positively, sales began to pick up and the problem was soon behind him.

About a year later, the company was again experiencing slight dip in sales, combined with serious product problems. Having learned from his previous experience, the CEO quickly opened the second envelope. 

The message read, “Reorganize.” This he did, and the company quickly rebounded.

After several consecutive profitable quarters, the company once again fell on difficult times. The CEO went to his office, closed the door and opened the third envelope. The message said, “Prepare three envelopes.”

____________________- the main person responsible for managing a company, who is sometimes also the company's president or chairman of the board;  the highest-ranking person in a company or other institution, ultimately responsible for taking managerial decisions.
____________________- a person who held a job or office before the current holder.
____________________- a person or thing that succeeds another.
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