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A Companyisavoluntary association of personsformedfor somecommon purpose, with capital divisible
into parts, known asshares, andwith alimitedliability. I tisacreation of lawandisknown asan artificial
person with a perpetual succession and a common seal. Law divides personsinto two categories, viz (i)
Natural person ashuman beings, and (ii) Artificial personslike companieswhich arecreated by a person
of law. These people may also be human persons asa Man, Woman or child or legal persons. A legal
person isany one, human or otherwise, who hasrightsand dutiesat law. All human personsfell intothis
category and a human person isalegal person all hislife. It should however be noted that where asall
human personsarelegal persons, not all legal personsare human. Thenon-human legal personsare
called companies or corporations which are created by process other than natural birth.

Introduction:

The term 'Corporation' (a word derived
fromtheLatin' Corpuse’ whichmeans"body")is
also used for acompany. A corporation isan as-
sociation of individual sso constitutedinlaw asto
be invested with an independent collective per-
sonality. Inthelegal sense, thecorporationisitsel f
an entity or "person” with its own name, whose
rightsand obligationsaredistinct fromthoseof its
constituting members, and it is endowed with a
perpetual succession and a common seal where
bytoidentifyinacts. Ingeneral way incorporation
a company becomes a body corporate or corpo-
ration with aperpetual successionandacommon

Incorporation offers certain advantages
to the business community which other types of
businessorgani zation generally, donot enjoy. The
doctrine of separate legal entity may be referred
as "the veil of incorporation. The effect of this
doctrineisthat thereisfictiona veil betweenthe
company and its members; that is, the company
hasacorporate personality whichisdistinct from
its members. A corporation soleis acorporation
constitutedinasingleperson. He, inright of some
officer or function, has a corporate statute. For
example of corporation sole are to be found in
perpetual offices such as the President, Gover-
nors, Crown, Minister etc. A Corporation aggre-
gate consists of agroup of persons contempora-

neously associated so that they form asingle per-
son, e.g., limited Company, a Municipality, or a
Municipal Corporation.

The object of this research paper is to
analyzetheconcept of corporatepersonality with
the help of statutory provisions and case law re-
lating to corporate body, is the creation of law.
Under section 34(2) of the companiesAct, 1956
providesthat from the date of incorporation, the
subscribes to the memorandum and other mem-
bers shall be abody corporate by the name con-
tai nedinthememorandum, capabl e of exercising
al thefunctionsof onincorporated company and
having perpetual succession and acommon seal.
In other words, meansthat an incorporated com-
pany exists as a complete being by virtue of its
legal personality and is often described as an ar-
tificial personincontract withahumanbeingwho
isanatural person.

Thecompany asalegal entity isseparate
and distinct from its promoters, share holders,
director's officers or employeesand assuchit is
capable of enjoying rights and being subject to
dutieswhich are not the same asthose enjoyed or
borne by its members. The property of the com-
pany belongstoitand not suedinitsown name; it
may enter into contracts with third parties inde-
pendently and even the membersthemselvescan
enter into contract with the company. Partner ob-
served regarding the advantages of an incorpo-
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rated company asfollows: " Thebenefitsfollowing
fromincorporationcanhardly beexaggerateditis
because of incorporation that the owner of the
business ceases to trade in his own person. The
company carriesonthebusiness; theliabilitiesare
thecompany'sliability for anything the company
does, although, asprincipal shareholder, heisable
to take full advantages of profit which the com-
pany makes'.

The Importance of the separate entity of
thecompany wasvery well brought outinthecase
of SalomanVsSaloman & Company LTD? Inthis
case one saloman was a boot and shoe manufac-
turer having sound business with surplus of ar-
restsover liabilities. Heincorporated acompany
named Saloman & Company LTD. for carrying
onhisbusiness. Theseven sharehol derswhowere
subscribersto the memorandum of thiscompany
were Saloman, his wife, and daughter and four
sons. Saloman's wife and hisfive children held
oneshareeachinthecompany andall theremain-
ing shareswere held by the Saloman himself, the
business was transferred to the company for
40,000, by way of payment Salomantook 20,000
shares of 1 each and debentures worth $ 10,000.
These debentures created a charge on the assets
of the company. The company went into liquida-
tion3 within ayear and its assets amounting to $
6,000 were insufficient to pay the debenturesin
full, and the ordinary creditorsreceived nothing.
Theliquidator sought to havethe debenturescan-
celled onthegroundthat thecompany wasonly an
agent of Saloman.

The unsecured Creditors, on their part,
contendedthat thoughincorporated under theAct,
the Saloman & Company, LTD had no indepen-
dent existence and it was impact only Saloman
who was the sole person behind it, he was the
managing director, the other directors being his
sons, were under his control. Thus in effect the
company was a one-Man's show and therefore
their existence was contrary to the spirit and
meaning of the company Law. The House of
Lords, however ruled that Saloman & Company
LTD.,wasarea company complyingwithall the
legal requirement of incorporation assuch, wasa
legal entity havingitsindependent existence, sepa-
ratefromitsmembers. Their hardship of thehouse

dumisduly signed and registered, through there
by only seven share taken, the subscribers are a
body corporate capable forthwith of existing all
the functions of an incorporated company . It is
difficult to understand how abody corporatethus
created by statute canloseit'sindividually by is-
suing the bulk of its capital to one person. The
company is at law a different person altogether
from the subscribers of the memorandum, and
though it may bethat after incorporationthebusi-
ness is precisely the same as before, the same
persons are managers and the same hands re-
ceive the profits, the company isnot in law their
agent or trustee. The statute exacts nothing asto
theextent or degreeof interest whichmay beheld
by each of the seven or as to the proportion of
interest, or influence possessed by onemaj ority of
the shareholders over other4. The principle of
separate corporate personality has many impor-
tant consequencesb for instant with reference to
the example of Ram & Co. LTD. given above.
a) Ramhastoinsurableinterestinthe property of
Ram & Co. Ltd.6
b) When the Ram dies, the company continuesin
existence. His shares and not the assets of the
business, vest in his personal representative.
¢) Thenationality of thecompany doesnot depend
on the nationality of Ram.

Referring to one-man company like that
Saloman & Company Ltd. Honorable Justice
Kania(ashewasthem) of theBombay High Court
observed. "Under the law, an in corporate com-
pany isadistinct entity, and although all theshares
may bepractically controlled by oneperson,inlaw
a company is a distinct entity and it is not the
directorsbel onged to the samefamily or whether
itis, ascompendiously described aoneman com-
pany.

It must however be pointed out that the
principal of distinct andindependent existenceof
company conseguent toitsincorporation hasbeen
recognized Salomon case. Thus in Re Kondoli
Teaco. Ltd.7theHigh Court of Cal cuttaobserved
that the company was altogether aseparabl e per-
son, different fromits shareholdersand therefore
the transfer was as much a conveyance, atrans-
fer of theproperty asif thesharehol dershad been
totally different persons. Inthiscasethemembers

of lordsinter aliaobserved " when thememoran- _transferred ateaEstateto acompany and claimed
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exemption from valorem duty on the ground that
they themselves being the share holders in the
company, itwasinfact atransfer tothemselvesin
another name. The Court however, rejected their
contention and ruled that in the eyes of law the
company wasdistinct independent person, sepa-
rate from its shareholders.

The question of Company'sindependent
existence, separatefromitsshareholder irrespec-
tive of the motives, intentions etc... Schemes or
conduct of individual shareholders come from
decisiononceagaininDhuliaAmler Motor Trans-
port Ltd. v/s Raychand Rupsi Dharamsi8. The
fact of the case were that a partnership firm was
carryingonthebusinessof playingbuseswhilethe
partnership was still a running concern, same of
the partners formed a private limited company.
The partners who formed the company sold the
buseswhichwere owned by themto thecompany
which were hitherto being used by thefirm. The
remaining partnerswho did not jointhecompany
andwereinminority, send thecompany claiming
their shareintheprofitonthegourdthatinreality
the company was not different from the firm as
the business carried on by at wasthe same asthat
on the partnership.

Re ectingthecontention of thepetitioner's
Bombay High Court ruled that they had noright to
suefor shareprofitsfromthe company'sbusiness
because the company was at altogether a third
personsand its entity was different from those of
its shareholders. The court further observed that
the motive of the partners for forming company
and becoming its sharehol ders was of no conse-
guence in the instant case. The issue whether a
person in total control of alimited company by
reason of hisshareholding and directorshipisca-
pabl e of stealing the property of thecompany and
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