
Public & Private Limited Companies 
 
Types of limited company 
There are two types of limited company: 
 The private limited company, which has the letters Ltd at the end of its name; 
 The public limited company, which has the initials PLC at the end of its name. 
 
How public and private limited companies differ 
 
Private company: 
 Must be at least 2 shareholders 
 Must be at least 1 director 
 Shares are issued but may not be sold to the public 
 Shares cannot be transferred freely. Shares can only be transferred with the 

agreement of the other shareholders 
 Must hold an AGM and send a copy of the accounts to shareholders and to the 

Registrar of Companies every year 
 
Public company: 
 Must have a minimum capital of £50,000 
 Must have at least 7 shareholders, although only 2 people are needed to sign the 

Memorandum of Association 
 Shares are sold to the public 
 Must hold an AGM where the directors present the Annual Reports and 

Accounts. The meeting approves the accounts and appoints directors. A copy of 
the Annual Report and Accounts must be sent to the Registrar of Companies at 
Companies House in Cardiff. The accounts can be inspected there by anyone with 
an interest in them 

 
Note that each limited company has LIMITED LIABILITY. This lets people invest 
money in businesses without risking their personal wealth.  
 
Incorporation 
 
All limited companies are incorporated. This means that they have separate legal 
existence of their own. In law, the company becomes separate from the people that 
own it. The company can be sued and it can sue others in its own name. it can 
commit crimes, such as fraud, and it can be fined, but not sent to prison!  
 
Setting up a limited company 
 
Every limited company must be registered with the Registrar of Companies. Before 
a limited company can start to trade it must send certain documents to the 
Registrar: 



Public & Private Limited Companies 
 
Memorandum of association 
 
This must include:  
 Company name, including either Ltd or PLC; 
 Address of the company’s registered office; 
 A statement that the shareholders have limited liability; 
 The amount of each type of share it can issue (its authorised capital) 
 The objects of the company – what its activities are intended to be 
 
The company will probably say its authorised capital is greater than it really needs. 
This allows it to raise more capital in the future without the cost of changing its 
Memorandum.  
 
The objects clause is very important. A company cannot legally do things that are 
not covered by its objects clause. It is therefore in a company’s interest to keep it 
as general as possible.  
 
Articles of association 
 
This sets out the rules for running the company. E.g. the voting rights of 
shareholders; when the Annual General Meeting (AGM) will be held; how profits will 
be distributed; the number, rights and duties of directors. 
 
Certificate of incorporation 
 
Once the Registrar is satisfied that all the formalities have been properly 
completed, the Certificate of Incorporation is issued. This makes the company a 
separate entity in law. At this point a private company can begin to trade.   
 
Prospectus 
 
Before a public company can sell its shares to the public it has to issue a 
prospectus. This gives details of the history of the company, its future plans and 
estimate of future profits. It must be truthful and give the public an honest basis 
on which to decide to invest. The law and the Stock Exchange lay down what the 
prospectus must contain.  
 
Trading Certificate 
 
A public company may not start trading until it has sold shares. A company must 
have enough capital to pay its debts and to trade effectively. When the Registrar 
of Companies is happy that the company has raised the capital it needs, a Trading 
Certificate is issued. Only then can it begin to trade. 


