
Characteristics of a company:

• Transferability of shares:

The capital of a company is divided into parts, called shares. The
shares are said to be movable property and, subject to certain
conditions, freely transferable, so that no shareholder is
permanently or necessarily wedded to a company. When the joint
stock companies were established, the object was that their shares
should be capable of being easily transferred. Section 44 of the
Companies Act, 2013 enunciates the principle by providing that the
shares held by the members are movable property and can be
transferred from one person to another in the manner provided by
the articles. If the articles do not provide anything for the transfer
of shares and the Regulations contained in Table “F” in Schedule I to
the Companies Act, 2013, are also expressly excluded, the transfer
of shares will be governed by the general law relating to transfer of
movable property.



Limitation of action:

• A company cannot go beyond the power stated in its
Memorandum of Association. The Memorandum of
Association of the company regulates the powers and fixes
the objects of the company and provides the edifice upon
which the entire structure of the company rests. The
actions and objects of the company are limited within the
scope of its Memorandum of Association. In order to
enable it to carry out its actions without such restrictions
and limitations in most cases, sufficient powers are granted
in the Memorandum of Association. But once the powers
have been laid down, it cannot go beyond such powers
unless the Memorandum of Association, itself altered prior
to doing so.



Capacity to sue and be sued:

• A company being a body corporate, can sue and be
sued in its own name. To sue, means to institute legal
proceedings against (a person) or to bring a suit in a
court of law. All legal proceedings against the company
are to be instituted in its name. Similarly, the company
may bring an action against anyone in its own name. A
company’s right to sue arises when some loss is caused
to the company, i.e. to the property or the personality
of the company. Hence, the company is entitled to sue
for damages in libel or slander as the case may be. A
company, as a person distinct from its members, may
even sue one of its own members.



Contractual rights:

• A company, being a legal entity different from its members, can
enter into contracts for the conduct of the business in its own
name. A shareholder cannot enforce a contract made by his
company; he is neither a party to the contract, nor be entitled to
the benefit derived from of it, as a company is not a trustee for its
shareholders. Likewise, a shareholder cannot be sued on contracts
made by his company. The distinction between a company and its
members is not confined to the rules of privity but permeates the
whole law of contract. Thus, if a director fails to disclose a breach of
his duties towards his company, and in consequence a shareholder
is induced to enter into a contract with the director on behalf of the
company which he would not have entered into had there been
disclosure, the shareholder cannot rescind the contract.


