
As a form of business organization, the word 'company' means a group of people 
who voluntarily agree to form a company for a common special purpose having a 
capital divided into shares. The  word 'company' is derived from the Latin word 
'com' i.e. with or together and 'penis' i.e. bread. Originally the word referred to 
an association of persons. However, in law 'company' is termed as company 
which is formed and incorporated under the Companies Act, 2013 or an existing 
company formed and registered under any of the previous company laws. As per 
this definition, there must be group of persons who agree to form a company 
under the law and once so formed; it becomes a separate legal entity having 
perpetual succession with a distinct name of its own and a common seal. Its 
existence is not affected by the change of its members. 
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 Essential Features of a Company: Following are the essential features of a company:  
 
1. Artificial Legal Person: A company comes into existence through the operation of law. 
Therefore, incorporation of company under the Companies Act is must. Without such 
registration, no company can come into existence. Being created by law, it is regarded as 
an artificial legal person. 
2. Separate Legal Entity: A company has a separate legal entity and is not affected by 
changes In its membership. Therefore, being a separate business entity, a company can 
contract, sue and be sued in its incorporated name and capacity. 
3. Limited Liability: The liability of every shareholder of a company is limited to the amount 
he has agreed to pay to the company on the shares allotted to him. If such shares are 
fully paid-up, he is subject to no further liability. 
4. Perpetual Succession: Since company has existence independent of its members, it 
continues to be in existence despite the death, insolvency or change of members. 
5. Common Seal: Company is not a natural person; therefore, it cannot sign the documents 
in the manner as a natural person would do. In order to enable the company to sign its 
documents, it is provided with a legal tool called 'Common Seal’. The common seal is 
affixed on all documents by the person authorized to do so who in turn puts his signature 
for and on behalf of the company. 
6. Distinction between Ownership and Management: Since the number of shareholders is 
very large and may be distributed at different geographical locations, it becomes difficult for 
them to carry on the operational management   of the company on a day-to-day basis. This 
gives rise to the need of separation of the management and ownership. 
7. Transferability of Shares: The capital is contributed by the shareholders through the 
subscription of shares. Such shares are transferable by its members except in case of a 
private limited company, which may have certain restrictions on such transferability. 
8. Maintenance of Books: A limited company is required by law to keep a prescribed set of 
account books and any failure in this regard attracts penalties.  
9. Periodic Audit: A company has to get its accounts periodically audited through the 
chartered accountants appointed for the purpose by the shareholders on the 
recommendation of board of directors. 
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 Types of Companies: 
 
1. Government Company: According to Section 2(45) of the Companies Act, 2013, 
"Government company' means  any company in which not less than fifty-one per cent of 
the paid-up share capital is held by the Central Government, or by any State Government 
or Governments,  or partly by the Central Government and partly by one or more State 
Governments, and includes  a company  which is a subsidiary company of such a 
Government company. 
2. Foreign Company; According to Section 2(42) of the Companies Act, 2013, "Foreign 
company' means any company or body corporate incorporated outside India which has a 
place of business in India whether by itself or through an agent physically or through 
electronic mode or conducts any business activity in India in any other manner. 
3. Private Company: Section 2(68) of the Companies Act, 2013 defines 'Private company' 
as a company which by its articles, 
(a) Restrict the right to transfer its shares. 
(b) Limits the number of its members to 200 (excluding of past and present employees). 
(c) Prohibits any invitation to the public to subscribe for any securities of the company. 
Shares of a Private Company are not listed on Stock Exchange. 
4. Public Company: Section 2(71) of the Companies Act, 2013 defines Public Company as 
a company which is not a private company; provided that a company which is a subsidiary 
of a company, not being a private company, shall be deemed to be public company for the 
purposes of this Act even where such subsidiary company continues to be a private 
company in its articles. 
5. One Person Company: Section 2(62) of the Companies Act, 2013 defines "One Person 
Company" as a company which has only one person as a member. 
6. Company limited by Shares: As per Section 2(22) of the Companies Act, 2013, 
''Company limited by shares" means a company having the liability of Its members limited 
by the memorandum to the amount, if any, unpaid on the shares respectively held by them. 
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7. Company limited by Guarantee: As per Section 2(21) of the Companies Act, 
2013,"company limited by guarantee" means a company having the liability of its members 
limited by the memorandum to such amount as the members may respectively undertake to  
contribute to the assets of the company in the event of its being wound up.  
8. Holding Company: According to Section 2 (46) of the Companies Act, 2103, "Holding 
company", in relation to one or more other companies, means a company of which such  
companies are subsidiary companies.  
9. Subsidiary Company: Section 2(87) of the Companies Act, 2013 defines "subsidiary 
company" as a company in which the holding company: 
(i) Controls the composition of the Board of Directors; or  
(ii) Exercises or controls more than one-half of the total share capital either at its own or 
together with one or more of its subsidiary companies.  
A company shall be deemed to be a subsidiary company of the holding company even if 
there is indirect control through the subsidiary company(ies), The control over the 
composition of a subsidiary company's Board of Directors means exercise of some power to 
appoint or remove all or a majority of the directors of the subsidiary company. 
10. Listed Company: As per Section 2(52) of the Companies Act, 2013,"listed company" 
means a company which has any of its securities listed on any recognized stock exchange.  
11. Unlisted company: The company, whose shares are not listed on any recognized stock 
exchange, is called "Unlisted Company': An unlisted company can be a public company or 
a private company.  
12. Unlimited Company: Section 2(92) of the Companies Act, 2013 defines "Unlimited 
company" means a company not having any limit on the liability of its members. 
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