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III BBA  

COMPANY LAW AND SECRETARIAL PRACTICE 

UNIT – I 

Company- Definition-Features- kinds- Private Ltd Company Vs Public 

Company. 

    COMPANY INTRODUCTION 

The Companies Act, 2013 has been enacted to consolidate and amend 

the law relating to the companies. The Act has been implemented by a 

notification published on 12th September,2013. 

This Act was applicable to Whol of India. 

The provisions of Companies Act ,1956 is still in force . 

The Act came into force on 12th September 2013 with few changes like 

earlier private companies maximum number of member was 50 and now 

it will be 200. 

A new term of one person company is included in this act that will be a 

private compan 

Definition of company 



       A company is defined “as an artificial person ,invisible ,intangible 

and existing in the eyes of law “-cheif justice Marshall of USA  

“an association of many persons who contribute money or money’s 

worth to a common stock and employ it in some trade or business and 

also share the profit and loss,as the case may be arising therefrom “-lord 

justice lindley    

LEGAL FEATURES  

Separate Legal Entity  

 A company is regarded as an entity separate from its members 

(Case Law : Salomon vs.Salomon& com .Ltd-1987) 

Limited liablity 

 A limited by shares – The liablity of members is limited to the 

unpaid value of the shares  

 B limited by guarantee- The liablity of members is to such 

amount as the members may undertake to contribute to the assets of the 

company inthe event of its being wound up. 

Perpetual succestion(continuity of life ) 

 Members maycome and go but,the company can go forever-Gower 

Common seal 



 company .the common seal acts as the official signature of the company 

 

Transfarablity of shares 

 The share or other intrest of any member shaal be movable 

property ,transfarable in the manner provided for in the articles of the 

company 

Separate property 

 1.Gramophone typewriter co.,Ltd. Vs stanley (1960),  “the 

property of the company is not the property of the shareholder ; it is the 

property of the company .” 2. Perumal vs john deavin (1960),” No 

member  can claim himself to be the owner of the company’s  property 

during its existence or on it winding up.” 

Capacity to sue 

 Take legal action.  

 

 

 

 

 



 

 

KINDS OF COMPANIES 

 

On the basis of incorporation 

 a)charted companies- these are the companies which are 

incorporated under a special character (contract) granted by the King or 

Queen in England. 

 b) statuary companies – these are the companies which are 

created by special act of the legislature Ex.RBI,SBI. These are mostly 



concerned with public utilities Ex.Railway,Gas and ,Electricity 

companies. 

 c) registered companies- these are the companies which are 

formed and registered under the companies Act ,1956 or were under 

earlier companies act. 

On the basis of liablity 

A) Companieswith limited liablity. These may be 

 1)companies limited by shares or  

 2)companies limited by guarantee or 

          B)companies with unlimited liablity 

  1)sec .12 specifically provides that any seven are more 

person may form an incorporated company,with or without limited 

liablity  

  2)A company without limited liablity is known as an 

unlimited company  

On the basis of number of members  

 a)private company – a privte company means a company which 

has a minimum paid- up capital of Rs . 1 ,00,000 or such higher capital 

as may be priscribed by its articles . 



 b) public company- a company which has minimum paid –up 

capital of Rs . 5,00,000 or such higher capital 

On the basis of control 

A) Holding companies –sec.(4 ) a company is known as the 

holding company of another company if it has control over that 

other company . According to sec.4 (4) ,a company is “deemed 

to the  company of another if, but only if ,that other it is 

subsidary.” 

B) Subsidary company – A company is known as a subsidary of 

another  company when control is exercized by the  latter 

(called holding cocmcpany) over the former , called a 

subsidary company .According to section 4(1) ,a company (say 

company S) is deemed to be a subsidary of another company 

(ssay company H) in the following three cases  

1)company controlling composition of board of directors . 

2)holding of majorority of shares . 

3)subsidary of another subsidary. 

On the basis of ownership 

 A)Government company-A government company means any 

company in which at least 51% of the paidup share capital is held by the 

cenrtal government or state government  



 B)foreign company-A foreign company is any company 

incorporated in outside india which has a place of business in india . 

Private Limited Company 

A private limited company, or LTD, is a type of privately held small 

business entity. This type of business entity limits owner liability to their 

shares, limits the number of shareholders to 50, and restricts 

shareholders from publicly trading shares. 

Advantages 

Let's look at some of the advantages of having a private limited 

company. 

Limited Liability 

During the recent recession, which lasted from December 2007 - June 

2009, many businesses experienced financial problems and permanently 

closed. One advantage of owning a private limited company is that the 

financial liability of shareholders is limited to their shares. Therefore, if 

a private limited company was in financial trouble and had to close, 

shareholders would not risk losing their personal assets. Although, 

perpetrating a fraud related to the private limited company would negate 

an owner's limited liability protection. 

Restricted Trade of Shares 



The restriction placed on the sale or transfer of shares may be considered 

an advantage or disadvantage, depending on your outlook. It is an 

advantage to some shareholders because shareholders who want to sell 

shares cannot sell them to outside buyers. Shareholders must also agree 

to the sale or transfer of shares; therefore, the risk of hostile takeovers is 

low. The restriction placed on the sale of shares is a disadvantage 

because shareholders have limited options for liquidating shares. 

Continued Existence 

Another advantage of a private limited company is its continued 

existence, even after the owner dies or leaves the business. Private 

limited companies are incorporated. When a business incorporates, it 

becomes an independent legal entity, meaning it is able to sue or own 

assets separate from the company owner. A private limited company 

differs from a sole proprietorshipin that the latter is owned by a single 

individual who is personally responsible for the company's business 

debts and essential to its continued existence. 

public limited company 

A public limited company is a voluntary association of members that are 

incorporated and, therefore has a separate legal existence and the 

liability of whose members is limited. 

Public limited companies are listed on the stock exchange where it’s 

share/stocks are traded publicly. 



Its main features are; 

1. The company has separate legal existence apart from its members who 

compose it. 

2. Its formation, working and it’s winding up all its activities are strictly 

governed by rules, laws, and regulations. 

3. A company must have a minimum of seven members but there is no 

limit as regards the maximum number. 

4. The company collects Its capital by the sale of its shares and those who 

buy the shares are called the members. The amount so collected is called 

the share capital. 

5. The shares of a company are freely transferable and that too without the 

prior consent of other shareholders or subsequent notice to the company. 

6. The liability of a member of a company is limited to the face value of 

the shares he owns. Once he has paid the whole of the face value, he has 

no obligation to contribute anything to pay off the creditors of the 

company. 

7. The shareholders of a company do not have the right to participate in the 

day-to-day management of the business of a company. This ensures the 

separation of ownership from management. The power of decision 

making in a company is vested in the Board of Directors, and all policy 



decisions are taken at the Board level by the majority rule. This ensures 

the unity of direction in management. 

As a company is an independent legal person, its existence is not 

affected by the death, retirement or insolvency of any of its shareholders. 

Advantages of a public limited company  

 Led by Board of Directors 

 Limited Liability 

 Number of Members 

 Transferable shares 

 Life Span 

 Financial Privacy 

 Large Capital 

Led by Board of Directors 

Public limited companies are headed by a board of directors. The 

composition of the board of directors is set out in the company’s articles 

of association. 



Normally it comprises a minimum number of two members and a 

maximum of 12. 

These are elected from the shareholders by the shareholders during the 

annual general meeting. They act as the representatives of the 

shareholders in the management of the company. 

Limited Liability 

Shareholder liability for the losses of the company is limited to their 

share contribution only. This is what makes it a separate legal entity 

from its shareholders. 

The business can be sued on its own and not involve its shareholders. 

The company does not belong to any person since one person can own 

only a part of it. 

Number of Members 

A public limited company has a minimum number of seven shareholders 

or members and a limitless number of members. It can have as many 

shareholders as its share capital can accommodate. 



Transferable shares 

Shares of a public limited company are bought and sold in a stock 

exchange market. They are freely transferable between its members and 

people trading in the stock exchange. 

Life Span 

A public limited company is not affected by the death of one of its 

shareholders, but her shares are transferred to the next of kin and the 

company continues to run its business as usual. 

In the case of a director’s death, an election is held to replace the 

deceased director. 

Financial Privacy 

Public limited companies are strictly regulated and are required by law 

to publish their complete financial statements annually. 

This ensures that they reveal their true financial position to their owners 

and potential investors so that they can determine the true worth of its 

shares. 



Large Capital 

Public limited companies enjoy an increased ability to raise capital since 

they can issue shares to the public through the stock market. 

They can also raise additional capital by Issuing debentures and bonds 

through the same market from the public. Debentures and bonds are 

unsecured debts Issued to a company on the strength of its integrity and 

financial performance. 

Disadvantages of a Public Limited Company 

A Public Limited Company (PLC) means, first, that the firm is parceled 

out into shares and sold “publicly” on any or the entire globe’s stock 

exchanges. 

Secondly, it means that those who invest in the firm are protected from 

extreme loss if the company fails. 

This is called “limited liability.” This means that if one invests in a firm 

that fails, only that investment money can be claimed by the firm’s 

creditors. 

More abstractly, “limited” means that only the existing assets of the firm 

can be seized for the payment of a debt. 

So, some disadvantages of a public limited company are; 



 High Costs. 

 Public Books. 

 Greedy Shareholders. 

 Takeover. 

 Power. 

 Slow Decisions. 

High Costs 

A PLC is normally a complex thing to start. The firm banker (or 

“underwriter”) then offers the initial shares to the public (and keeps a 

substantial commission). 

Often, the costs of setting up a public firm and Initial Public Offering 

(IPO) can run into hundreds of thousands of dollars. 

Public Books 

The term “public” here is to be taken literally. Once a firm goes public, 

the firm is open to public inspection. The financial books and records of 

the firm are open to anyone, allowing the competition to see precisely 

how much profit or loss the firm is experiencing. 



Greedy Shareholders 

Those who buy shares have no particular interest in the firm except in 

that it makes a quick buck. 

Most companies, however, have an interest in laying out a longterm 

growth plan that takes patience and planning It is not often many 

shareholders see it this way. 

Takeover 

Since the company is now “public,” anyone can buy up shares, and there 

is no limit as to how many shares one can buy. 

Under certain circumstances, hostile investors might buy up a large 

amount of stock, giving them a strong voice on the board of dimeters. 

In this case, a firm that was built up by one group (or poison) can now 

be taken over by others since the firm has gone public 

Power 

Going “public” means a certain lack of control by the founders of the 

firm. In some cases, the firm can be controlled by a board of directors 

who do not necessarily have the time for hands-on business 

management. 



Therefore, ownership can be separated from control. If this is the case, 

then those who control the business do not own it and do not see a profit. 

This is not an incentive (necessarily) to rational management. 

Slow Decisions 

If the company is public, it must have a board of directors representing 

the main and most powerful stockholders. 

Difference between private and  Public ltd company   

 PUBLIC COMPANY PRIVATE 

COMPANY 

Minimum number  7 2 

Maximum number  No restriction 50 

Minimum capital Rs.5,00,000 Rs. 1,00,000 

Directors Atleast 3 Directors . A 

person can act as a 

Director for a 
maximum of 15 

companies. 

At least 2 Directors. 

One can act as a 

Director in any 
number of private 

limited company 

Statutory meeting  Within 6 months from 

date of 
commencement of 

business . 

Need not hold any 

statutory meeting 

Qualification of 

shares  

Directors acquire the 
prescribed 

qualification shares. 

Need not acquire 
qualification share. 

Quorum 5 2 

Mangerial 

remuneration 

Overall managerial 

remuneration  

11% of net profits 

No limit 
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