
Definition of Company:

Under the Companies Act, 1956, section 3 (1) (i)

"A company formed and registered under this Act or an existing 

company." 

Lord Justice Lindley, "an association of many persons who contribute 

money or money's worth to a common stock and employed for a 

common purpose. The common stock so contributed is denoted in 

money and is capital of the company. The persons who contribute it 

or to whom it belongs are members. The proportion of capital to 

which each member is entitled is his share. Shares are always 

transferable although the right to transfer is often more or less 

restricted."



CHARACTERISTICS OF A COMPANY

•Incorporated Association

•Separate Legal Entity

•Limited Liability

•Separate Property

•Perpetual Succession

•Transferability of Shares

•Common Seal

•Capacity to sue and be sued



Lifting the Corporate Veil:
Circumstances under which the corporate veil can be lifted:

•Common Law exceptions:

•Determination of character.

•Where company is a sham

•Prevention of fraud or improper conduct

•Where the company is acting as an agent of the shareholders

•Protection of revenue

•Avoidance of welfare legislation

•Punishment of contempt of court

•Ascertaining true nature of transaction of alleged as sham

•Determination of technical competence of company

•Formation of subsidiary company to act as an agent.



Statutory Exceptions:

1. Number of members below statutory minimum

2. Failure to refund application money

3. Company not mentioned on bill of exchange

4. Group Accounts

5. Investigation into related companies

6. Fraudulent trading

7. Investigation of ownership of company

8. Liability for Ultra-vires acts.



1. A company comes into existence 

when it is registered under the 

provisions of Companies Act, 1956.

1. But, a partnership is created by an 

agreement between the partners. 

Registration of a partnership under 

the Partnership Act is not 

compulsory.

2. A company is recognized by law as a 

person distinct from the members 

composing it whereas a partnership 

has no independent corporate 

existence apart from its members.

2. A partnership firm is not an entity or 

person in law, but is merely an 

association of individuals and the 

firm is only a collective name of 

those individuals who compose the 

firm.

3. The property in the case of a 

company belongs to the company 

and not to the shareholders. So long 

as the company continues to exist no 

shareholder can be said to have any 

interest, legal or equitable, in the 

properties and the assets of the 

company.

3. The partners, on the other hand, are 

the joint owners of the property of 

the firm.

COMPANY AND PARTNERSHIP DISTINGUISHED
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4. In a limited company the liability of the 

shareholders is limited to the extent of 

their share capital and the company 

cannot proceed against the private 

properties of the shareholders.

4. The liability of the partners In a 

partnership concern is joint and 

several. Each partner is liable to an 

unlimited extent for the debts of the 

firm incurred in the ordinary course of 

business.

5. Shares in a company (except in the 

case of a  private company) are freely 

transferable. A shareholder can 

transfer his shares without the 

consent of other shareholders of the 

company.

5. But a partner cannot transfer his share 

without the consent of other partners.

6. A company has perpetual succession, 

i.e. the death or insolvency of one or 

more of the shareholders does not 

affect its existence.

6. In a partnership firm, death 6r 

insolvency dissolves the firm, unless 

otherwise provided.
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7. A shareholder is not an agent of the 

company

7. Every partner is an agent of the firm 

and can bind the firm and the other 

partners by his acts done in the 

ordinary course of the business.

8. In a company, the shareholders cannot 

interfere in its affairs. The 

management of the company is 

placed in the hands of a special body 

of shareholders called directors.

8. But in the case of a partnership firm, 

all partners are entitled to take part in 

the management of the partnership 

business.

9. A shareholder of a company can enter 

into a contract with the company. 

9. However, a partner cannot enter into a 

contract with his own firm.
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10. The powers of the company are 

limited by the provisions contained ill 

the memorandum and articles of the 

company. If a company does anything 

beyond its object clause, such act is

ultravires.

10. On the other hand the partners in a 

firm enjoy unrestricted powers and 

they may make any agreement they 

like.

11. A company may have any number of 

members except in the case of a 

private company which cannot have 

more that fifty members (excluding 

past and present employees). In a 

public company there must not be 

less that seven persons and in a 

private company not less than two.

11. On the other hand, partnership firm 

cannot have more than 20 partners in 

any business and 10 in the case of 

banking.

12. A company is legally required to have 

its accounts audited annually by 

chartered accountant

12. In case of partnership fund accounts 

of a firm are audited at the discretion 

of the partners.

Company Partnership



13. There is a requirement of minimum 

paid-up capital for companies 

registered under the Companies Act. 

Every private company should have a 

minimum paid-up capital of one lakh

rupees. Similarly, a public company 

should have minimum paid-up capital 

of five lakh rupees.

13. There is no such requirement in the 

case of Partnership firm.

Company Partnership


