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Chapter 4 

Company and is torrakoo 

Tnldu clian ororaBion 

A Coporaton is aaal entty croated by idimduale 
er Shareholdes in he toma oAuHHnational .Comopu 
ant stok company eBc. MHh Hhe aim o carnipq pnhi. 

Coxporation_í allouxd to enter into Contads, sue ad 
Can be SUed purdhase and Own ascek in tsame 

boTovO -the mong aund pau-he Hox 
iti 

Coporakion s moncged h ther elected board ok 
directors the ogonizotion 

MUlhnatonal compcaMOsOnt stotk compnu ad oiner 

large sole bucinoc ogani2oHions, as corporation came 

into exidtonce o m0et he lage scalor o pmduchion. 

nhpducion O Compan 

A companu an entulcrodtied y laO and sepait 

Eeparoied tmm i 0ners. 

ompany a corporato body tomd to cargaut 

cOstain Ochvitio tar a paricuar purpote 

Capihal aro kNOWN_ 
acdhareholdec. 

Shareholderc.arn the bdY tomed bythe personc vuho.0ohnbure 

Il Ownors otho_Compan 

Aonany is a roluntary ascodiation o an 

Viduale estalblished or Sonm0 
Conmman 

ain 



Date. 

A compon Asa volontary assodation_ a 
8up ok peaple uoiling p orpOut 0 bucingCE ar 

Ahich -Hhe amount ok aprtal u Collecied_ by si 
the shares 

an arihiial percan,_Ahich is Created hy the 
Spedic \au) Itna perpehual euccession. 

Characterishcc o_Company 

AD arthcal per son A company ii an aruhiúal pergon created lay he lau) and haing a cepaiate 
eistence cit own. ike 0 ea percon t on lou Or sell he pIDpetios in ís Own_ name Tt on Sue and can be sugd u othors. TH an conduct ai laumkul businecs and enter nto conttact IAth other 

SeparabgegaLentty A company enjoqus a benest ok a eparate 1egd enHy onA ownerc. The Oormpany tselk is lícbe to camy autRk achuies. So Sharehoers shall not bo Kable even helshe inyeshed a laroe aNaUNE _ok pital Due ta Hhis teoture, me companu an sue and cn_be sued a per the law. 

inabii oruna roholders do.not akect 
Come OL gobH the Conpanu_exist jor a long 

ercehual euccio0 compan i Created and Rausooked ong yane 1aM. he death, incolveng 
ho Rte 0Compang sharehaldors nal 

perind o hme 
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Roted abuny. The liability o everusharenolder 
Ok a comMpany inaitec o the oxtet othe 

ascets okhe company aro not suticient to pou the 
RabiHes ot he companu Sharpholders are nct 
Rable o Oy anuHhina nore han he fane valoe ot 
he shaes held uthem 

ace valug o the sharospurchatedi Even ftithe 

Transterabldy otSharesThe ptal o he conngan 
dimded into a number oont LAhich aro called 

Shaos hese dhares an0 ranckorrahle A sharoholdor 
roe to Hhdrauo Iais memberdhip 'mna he conmpan 

ou ranskernng haros. The hoding o shares can be 

Hanstered tmnm One percon o another 'mainlu ou 

wO o mle of chares 

Cornmon seal boing an arhcial porconthe compan 

connot ac and Sign telk H dckk -hmtgh t 

Hrerc A connwMoN senl he odid sgnature 

D Conpany. Al the CLcts o the compan 

aro authorized bu it Common seal AlL the documcnta 

X by he, Common ceator aEig vald. 

dDLUventc 

pecentalive manaIgement There ia separatian 

horoholders do not parti pate direct.inne 
on ownorshipand management oa compau 

dHo-dou management O6 ihe campanuSa, tn 

rosenhatives ma the Company on bahal iho elor 
repme 

heirropresenhath vacamrg 
themcelves: Ihg O 

horoholdes and hoy ara ealled 
directorsThe 

the 
ETDIorethe leaal repecentativeo 

Skarchstdors 



Tups oGmpan 

Pxivate Conmpans 
A pavate company i a compang udhich cannst 

iSuO he Srares fo the general pubtíc 

s por he pmviion o Cornpanu Act. 20t4L apivate 
Conngan can_ bo eshablihed ky a ingle person_ad fhe 
AOKiMUm number og_ sareholder.s iimtedoptD An 

A private (ompapu mut ure he nrds Pnvate 
Lnuhed CPvt. ltd in t narme 

Fentues frvaio (onpan 

Momoer memberg A pivate company mn be established and monoged by one member or pAayimLnm AL membera. Ihe numbor o sharoholdors e n the memnrandum oasocation ck the Cnonu 

SeposateJgal emyA pávate. company i an ohciol person which i creoted by law. Tt has Ate rahh to enter intd Codract and mn buy_ad cpll Ahe pmerdieín in Own name. Tt can OYrO dedie debti ond Conduct a lashl usinest Con ue ad can beSd in the court ok law, Soa hos 0 cOparatelaal entity t ie odependent ioA__mermbers 
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Ontinúted yabltty The liabilifty.opthe_members c Dovate Comgany Unlimied couord the investhrent prvate 

shaps n OLso dicsoktHon o the Conmpan e shargholderc Should sehle alL he lfabirtios o he Conmpagby solling their oin pnperfec 

Perpetual SucegSiOD 6oing an indopondent boly V 
He he litge o a_prvate companui not 
Connectec Wth he lite ok íts shareholdes The 
laN crocctos he Comparn dno he law ri ngr fo 
an end. s al Corporate bcdu, which iu nat 

dssalved due to the dealh, lönacy insolvenguard 
ternAmation _of a Shapholder. 

Reshreien oaacderana4 

euichion on dransjorability dShore A pivate 
Companu_ has nO he pDviK ion o ranserabiiy.og 
sharo mADeDn to ancther So the Sharehode 
otthe a0 mpany cOnnot iranyer-her sharec 

One 

PODIicly A sharo holder can cell hil her sharac 
10 Anothor wHh tho Consent-ot other chareholders 

iilkge o Pavato Carmpanu 
VATe orMpang oan bo actablithed buasrg 

not ncod donubkh a pDSpectuk at the 

imA o he icUO.o oisShares 
inot necossapi to abtain he cerhicorte o 

BENLAQFAÍA-e 5 commontement a inec hetare 
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Starting he hustoes activtie 

not recescay to hold a statuto meeinq 

2 Poblic Componi 

A pobic commnu k a companu wihich callectr 
mayorpoion o pihal bu sSuing the shares 

tothe penera qublic. 

A ublic Aeee companu needie at lead eyon 
membo r i ormaHon but the maximUm 
number oShareholders ngt limited 

he amtjnt ok Opal o the company icgbvemed. ku he aUthonzed Capítal_Hh ulkhích fis 
nisted 

he shares ap rangkeralble om one. DOKcon f0 another 

can sel debeuras in narkot raiso addihonol aopital as loanc. 

fFeatuxos ck Poolic Companu 

Separcteegal entit A companuk an ariRia person Ahich is cKDAHed g lalo T+ has a.gepa nttu dependent om îtk members aratte 
So an enjgy D enter into cothracds and o land sellhe papporties in tt aan Name, boo dett and condu o lauul ouswness 

an ariiiol 

nd buy 
bomtu 



Pepetual etencei cng an indopondent hody-he 
&e ot the company noct connected with the ite 
ek s sha0 holdersThe compary ucroated and 

Rquidated y he lauw. be chareholders ot Hhe 
Company mqu Hanskor ther sha fo another 
easily wtnbit Hhe concent ot the manggement 
o the conpanu: The shareholders may aone ard 
go but he exístence of the company f not 
tectd due tn he movement okthe shateholdes 

nthed Rdbility Lnited liability ancther eatoel 
o a Dobic companL In ace ot he liquidation 
o Hhe company,he liabili o the gharchaldes 
lRmited upto the amDunt of shoror held b-hem 
Tn othor words, the shamholder is not liadle to 

bear he exra 'MOnOu ather han the amoUnt o 
investment made loy úm her Gn shares 

uo shares A hyge amount1C Copi ir 
equired kor pnducion and laperations othe coompant 
DObliccompanu hos ony he naht to itsu0 he 

Snores to ho generall pubic or roukig tho amOunE 
CopiHa 

ahsoralo lity _otSharec he shaac ak a public 
are eOKT Hanstordble mm one percon Connpain 

Cnoher nidhout porrission oHh0 tompan-
Management. A shaeholder can Convert his lher 

n oher persons thDugh stock orchane Tho itclnsge 
no osh easiu ether bysellng-the shaes 

shares Nger chonag the ounershaip but doemot attec 

uiar tunchoníno ottha coapciy 
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bepresentative marnagementA public compary 
hols a large number o shareholders who 

annot taKe active participafion in he marggement 

he Company These shaseholders elect their 
epresentaes tor managioa he.company hee 
elected eprecetatives aoo Knoon S directorg 

Ihe goup o directors i KnaAN asthe board oE 
directors Thus, the board ok directors it reoponsle 
or the administraio0 and manqgement he 
Companya 
emocraiC mondaepeNt A poblic company is a 
democahc organizcthon berause he decisíong ar 
aken in he annual general meeting and board 
meekpa y olloming the pínoiples o democraq 

The board ck the Compary i electod and dinuikss 
accoroing tn the therest o the majonty o stareholden. 

Pubiatonek inandal StaomentA pDblic companu 
hMLUSt publith ik nancial satementi on neular 
baú tor public inomaton and kobdladge. chnud 
uith ditkeret types otinancial staBement like ocome satement balanco Shecte cash tloo staBement 
in a oqular basís. 

AdvantageL Dabic Conmpanu 

The sharos drerancterable. 
The Kabilty oshasohoiders limitad 
dro0 o nvt Hhe public to buy t sharec and 

A lCyge capiHal noht excoadíng ho registered capial 

no 

dekenturos 

prtal 
eched tor Mas producfion D Ad etdent nmanggement s passibe 

An ettechive and 



Dikterencos betueo0 Prvate (onmpanuRblic conmpang 

Causo dteare Pavote Companu Poblic Covwpan 
umber oA pívoBe compan reeosA een uldlít company 

wmembe Ct laist one member tornpodi at least seen 
member 

ormaticn The maumum member orit 
number an be dos. kormatHon e Moximo 

number is ntt limited. 
Snvtathion tr connot invite tho pubi Tt i tree to invite 

to buy ft shares Hthe publi fo huu iH 
Sharer and dehentne 

Karonencemem in ommence tt T can commonceit 

O aines bucines immediatalu akterbxher oktor oblaining 
Hhe corHkcafe o he i incoporahon 

Commencerent of 
Buanex 

St nedenot usue a much isco ai 

pameciS 
onsechic 
Gatutony 
nreehng 

pDspethS 

needs Dot hold.Sohih musk Aald a 

meehogs and hle o saubry stahokory ywgetig 

DaM He a satutoy.opor 
enort 

Tanger o The hranser at tr shares iShe transor t 

sha 
Transer o 

not allowd ard hence fts Sancr allousdad 

ownership Cannot bo angenehenco 
itauineshp 

h lcan he twnskorreda 

re otword must Jo the uord 
uache nord 

aat 
t.Ldat 4he end o Hkdi.ct the end okii 

'Lnted ia namo 

name 



Main Docunmentt o ompany 

Memorandum o tcsoiation CMOA) 
For Puak and Pivate Lirnited Conapany 

Axkscte o Assadaton (AOA) 
for Aubic and Pravate nuited Conupany 

S.Prospectus 
For Publit linited Company Only 

Menaorandum o tsociction CMOA) 

Menaarancum oassociation i the main documet 
a onnganu. ia uYiten document_Lhich 

deinesthe tk obieiivee, pouwets dd ts platiorchip with pe outside kerd old. he dhaacter o he CompanyThe connpany woKs Witwn he anenrK oHe memoandum. 

Contents ok yemorardum c Assacíotion (MOR) 
he nanme ohe company The name oine plate udhero the Companrs reacterd oi i uated 
he beher he comans_ The iakntats janlty sharehttkrs e om0un o apial ot ihe_Campany Other pecekcay partiolars 



Article c Association CADA) 

Achcle ot Ascodabon ChOA) ia sithen doument which dleines the nahts, po/Alers ad duties othe 
MAanagemen do aryig ho husinecc xpdins 
Hhe variouc nier ad equldfions ha needh e 
kolloue.d pu a Comgany fo make smnoth uncHoníng 
o the bUsiness. elca showis thp alation betugen 
he companyand it emploue0. and Other imierral 
pasthes 

Conkert ol Aridle ab tssocidioni (AOA) 

Numb o dnectors and their denme ard condiions 
ne amount ok nwnimum suscipBion u direcorc 
Matters relatinq D the poceduro oE caullinq conmpanysi 
meena and noice to be given tor meehrg 

Mecor emuneration anod dllotwanco 
Righett and dutieo o dhe managing ddirectof 
Proysions elaino tn ha ues and aegulaion og 

internal momgemeniin 
OHher nececcmgpachulars. 

Yrospecuc 

Dcpek i an iniiiahon tothe ublic 0 purchate 

ndesor dobeMuras othe Campanu Apy Ciar 

ayecthisement, otter or aOY other documenE hu ohit h 

mpanugive inviaton to hepulalic to subseribe9 

D gharpc and dobentu roc nOun as poCpecic 
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ontents ok Pospectu.s 

he inkoruahion relaRg o re maOoement_and 
he objectivec o the compony 
he number o shares to be Subccribed by diectorc 

and he Cash o be recdived omhem 
Capital stuchre of the comgany ciided íntm 
Cuthornzed, issued,sibseribed ad paid up charm 
CsuphHa 
Tems ond made oPaument, iscue o Shaes an 

discount or premiUm. 
etails about bmkegge Underuwrg camnnicsion 

Dnd proiminau expenser. 
Ecimated ependithures qor he company ad 
ehmatd income at lenst or oming hroe cea 
Qther receccaru particuars 

Companu fotmatHon 

CompanuormafioD Uhe proces o_geting up 0 no buinesr yenture Hincludes all themced orosS Staring mm conceptua lizoion o he usiness den n osabluhment and 0gereHon . the pDoOSS k nCorporakion oa hainecs_OLooishotfen Ok 0 compan O per tho Companu Act ar Nepal 
Steps in amgan ornatRon 
Chep King up o on appicathon om Sten 2 Poument stration dee 

Step 8 Subriusio ruirod do 

Shep L Receinna he corihcato, ODtc 
intorpordtbon. Step Rereivina the ocateocommencem ement (n Cko o publit connpoLnL) 
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