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1.1 Factors to be considered when choosing a form of ownership 

 The size and nature of the business 

 The way in which the business is controlled and managed/ Management 

 Who bears the risk/ Risk bearing 

 How capital is going to be raised 

 How profits and losses will be dealt with/ Sharing of Profit 

 Who is responsible for any debts made by the business/ Liability 

 Tax implications for profits earned by the business 

 The life span of the business/ Continuity  

 The vulnerability of the business in terms of lawsuits/ Legal person  

 

1.2 Differences between profit and non-profit companies 

 

Profit making Companies Non-Profit-making Companies 

 The company is established for 
only one aim and that is to make 
profit. 

 A company incorporated for 
financial gain for its shareholders. 

 The Memorandum of Incorporation 
sets out who the directors and 
shareholders are as well as their 
rights, duties responsibilities. 

 It also sets out the number of 
shares that the company is 
authorised to issue. 

 The company is established for charity 
purposes or to promote social and cultural 
activities 

 A non-profit company is an association 
incorporated not for gain. 

 The Memorandum of Incorporation 
defines the purpose and its operations 

 The company have an independent legal 
entity, but the board of trustee is 
protected unless found negligent or 
fraudulent. 

 

 

1.3 Forms of ownership 
 

 Sole trader 

 Partnership 

 Close Corporation (CC) 

 Personal liability Company (PLC) 

 Private company (Pty Ltd) 

 Public company (Ltd) 

 State Owned Company (SOC) 

 Non- Profit Company (NPO) 

 Co-operative 



1.4 Classification of forms of ownership according to profit and non-profit 
companies 
 

Forms of ownership: Companies  Classification according to non & 

non-profit companies  

 Private Companies: to be reflected 
as Proprietary Limited or (Pty) Ltd 

 Personal Liability Companies: to be 
reflected as Incorporated or Inc 

 Public Companies: to be reflected as 
Limited or Ltd 

 State-owned Companies: to be 
reflected as SOC Ltd 

 

 

 

Profit companies  

 Non-Profit Companies to be 
reflected as NPC 

Non-Profit companies 

 

 

******   TERMS AND DEFINITIONS 
 

TERM DEFINITION 

Form of ownership  The legal position of the business and the way it is owned. 

Continuity Continue to exist even if a change of ownership takes place, e.g a 
member or shareholder dies or retires. 

Surety If a person or business accepts liability for the debt of another 
person or business. 

Securities Shares and bonds issued by a company. 

Limited liability Loses are limited to the amount that the owner invested in the 
business. 
 

Unlimited liability The owner’s personal assets may be seized to pay for the debts of the 
business. 

Memorandum of 
Incorporation (MOI) 

The document that sets out the rights, responsibilities and duties of 
shareholders and directors. (Serves as a constitution of a company). 
 Sole Trader /Sole 

Proprietor 
A business is owned and controlled by one person who takes all the 
decisions, responsibility and profits from the business they run. 

Partnership  
 

An agreement between two or more parties that have agreed to finance 
and work together in the pursuit of common business goals. 

Co-operative society 
 

Autonomous association of persons united voluntarily to meet their 
common economic/ social needs/aspirations through a jointly owned 
and democratically controlled enterprise. 

Company  A company is a legal person who has capacity and powers to act on its 
own. 

Profit Companies  
 

A company incorporated for the purpose of financial gain for its 
shareholders. 

Non-profit company  
 

A non-profit company is an association incorporated not for gain. 

Public company  
 

A public company is a voluntary association of ONE or more persons, 
governed by the company Act 71 of 2008, incorporated in terms of the 
Memorandum of Incorporation. 



Private company 
 

A private company is a voluntary association of 1 or more persons. 

Personal liability 
Company 

A personal liability company is a voluntary association of 1 or more 
person. 

State-Owned 
company  
 

A state-owned company (SOC) is a legal entity that is created by 
the government in order to participate in commercial activities on 
its behalf. Partnership 

Article  
A document that contains exhaustive provisions with regards to 
the matters concerning the business and the partners. 

Prospectus  Prospectus is a document inviting the public to buy 
securities/shares. Annual General 

Meeting (AGM) 
A meeting held once a year where the shareholders receive a 
report stating how well the company has done. 

Directors 
 
 
 

People elected to the board of a company by the shareholders to 
represent the shareholders’ interests.  
 Audit Process where an organization’s accounts are checked to make 
sure its financial operations are honest  
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