
CHAPTER# 1 

Define Joint Stock Company? 

It may be defined as an artificial person recognized by laws, with a distinctive 

name, a common seal, a common capital comprising transferable shares carrying 

limited liability and having a perpetual succession. 

Define Separate Legal Entity? 

A joint stock company is the creation of law. It has a separate legal entity of its 

own which is recognized by law as distinctive from persons forming it. It can sue 

or be sued in its name. It can own and transfer the title to property. 

Explain Perpetual Existence? 

A joint stock company has long life compared to other forms of business 

organizations. When company is formed and commence business, it has then a 

continuous life. The shareholders can come or go. It can be wound up through 

compliance with the provisions of companies ordinance 1984. 

Define Common Seal? 

Joint Stock company is an artificial person created by law, it therefore cannot sign 

documents for itself. The common seal with the name of the company engraved 

on it is, therefore used as a substitute for its signature. 

What is Company Limited by Shares? 

This is the principal from of company which is registered with the registrar of joint 

stock company under the companies ordinance 1984. Its capital is divided into 

number of shares. The shares can be freely transferred and sold. The liability of 

members is limited to the amount if any, unpaid on the shares held by them. 

Define Private Limited Company? 



It can be formed (a) at least by two persons and its total membership cannot 

exceed 50 (b) the company by its articles also restricts the right to transfer it 

shares (c) it also prohibits any invitation to the public for investment. 

Define Public Limited Company? 

It can be formed by atleast seven members and there is no limit to the maximum 

number. It can intivates applications from investors through advertisement in the 

news papers. 

What is  Company Limited by Guarantee? 

It is the company in which the liability of its members is limited by the 

memorandum of association 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. It is formed mostly when the work is of non-profit making nature. 

Define Unlimited Company? 

It is that company in which the liability of its members is unlimited. Every member 

of the company is personally liable to the full extent of his personal assets for all 

the debts of the company while has was a member. These companies due to 

great risk do not exist here. 

What is association not for profit? 

It is registered u/s 42 of the companies ordinance. It enjoys all the privileges of a 

limited company without using the word limited or private limited. It is mainly 

formed for the promotion of commerce, art, religion, charity etc. The Federal 

Government grants the licence for the association. 

Explain memorandum of Association? 

It is the basic document of the company. It is known as charter of the company. If 

contains the fundamental conditions upon which alone company can be 

incorporated. It sets out the limits outside which the action of the company 

cannot go. 



Its main purpose is to enable shareholders and creditors and all those who deal 

with it to know its permitted range of enterprise. 

Define Articles of Association? 

It is second important document in the incorporation of a company. It contains 

the rules and regulations for the internal management of the company. 

Define Prospectus? 

Prospectus has been defined as “any document described or issued as prospectus 

and includes any notice, circular, advertisement or other communication, inviting 

offers from the public for the subscription or purchase of any shares”. 

OR 

 

It is a valuable document issued by the company for raising of the capital. 

What is object of Prospectus? 

The main object of prospectus is to arouse the interest of the investors in the 

proposed company and to induce them to invest in its shares and bonds etc. 

Define Shares? 

The total capital of the company is divided into smaller units.Each unit is called 

share. 

Define Share Capital? 

The total capital of the company is divided into a large number of shares. This 

pool is, therefore, called share capital. 

What you know about Authorized Capital? 

It is the amount of capital with which the company is registered. This capital is 

mentioned in the memorandum of association. This capital is also known as 

norminal capital or registered capital. 



Define Issued Capital? 

Shares offered to the general public for contribution are known as shares issued. 

The total par value of shares is called issued capital. 

What is Subscribed Capital? 

Out of the total number of shares offered (issued) by the company , that number 

of shares which is taken up by the public are known as shares subscribed. The 

total par value of such shares is called subscribed capital. 

Define Called up Capital? 

A company may require the payment of the par value either in installments or in 

one lump sum. This amount is known as called up capital. 

Define Un-called Capital? 

The difference between the subscribed capital and the called up capital is known 

as un-called capital. 

What you know about Paid up Capital? 

The total amount received by the company out of the total called-up amount is 

known as the paid up capital. 

Define Reserve Capital? 

It is the portion of the subscribed capital which the company, through a special 

resolution, reserve to call in the event of winding up. 

What is Primary Expenses? 

These are the expenses which are incurred in the initial stages of 

incorporation.e.g legal fees, remuneration of promoters, cost of preparing and 

printing of various documents etc. 

Define Underwriting Commission? 



The commission which is paid to underwriter, to take the risk of unsold share is 

known as underwriting commission. 

Define Par Value of Share? 

This is the value assigned to a unit of share. This is arbitrarily determined. This 

value is authorized by the memorandum. It is also as normal value or face value 

of the share. 

What is Book value of Share? 

It is the value of the shares according to the books of accounts of the company. 

Define Market Value of Share? 

This is the value of a share as quoted on the stock exchange. The market value 

suggests the amount at which the buyer is willing to purchase and the seller is 

willing to sell a share. 

Define Over Subscription? 

Over subscription means to receive more applications than shares offered to 

general public. 

Define Under Subscription? 

Under subscription means to receive less applications than shares offered to 

general public. 

What you know about Issue of share at Discount? 

If a share of Rs. 10 is issued for an amount less than Rs.10 the shares are said to 

have been issued at a discount. The difference between par value and amount 

received on the shares is known as discount on issue of shares. 

 

 


