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COMPANIES/CORPORATIONS

What is a company?

Company — an artificial legal person created by law to hold assets and carry on a business or other
activity separate from participants in that activity. In economic terms, it is a type of business
structure; in legal termes, it is a type of body corporate (corporation). A company is an association of
people who form a separate legal entity by complying with the registration requirements in the
Corporations Act 2001.

e A company is a separate legal entity. It can do things a human can do, with the capacity of a
legal person and a body corporate. It is an artificial entity that works through humans.
e Type of corporation

o Corporation or body corporate, are used to describe all artificial legal entities that
have the attribute of separate legal personality.

o Corporations are a way for individual’s to maximise interests (utility)

o Corporations may be formed:

= By Royal Charter
= By special Act of Parliament (eg. City of Brisbane Act 2010)
= Under an Act of Parliament conferring power on some person to create
corporations (eg. CA 2001)
e An artificial person created by the law
e Atype of business vehicle
e Registered under the Corporations Act 2001. The Corporations Act is the statute that
governs the formation, conduct, and termination of companies in Australia.
e Used for both small and large businesses
¢ Important characteristics of companies:

o Separate Legal Personality: s119 CA ; Salomon v Salomon & Co Ltd

o Corporate Capacity: s124, s125 CA

o Limited Liability: s9 CA; Salomon v Salomon & Co Ltd

e Existence:

o Comes into existence through a process of registration with ASIC (application is put
in by a person or group who wishes to use a company to carry on a particular
activity)

o Comes to an end when it is deregistered.

e Function: In a legal sense, hold assets (property) and to carry on a business or other activity
as an entity separate from the participants (investors, managers) in that business or activity.
e History:

o Historically: Companies developed as a means of allowing a number of people to
pool their resources to undertake an enterprise too large for a single individual.
Creating a separate legal person to hold and incur the rights and obligations of the



enterprise simplified dealings between the enterprise and those with whom it
conducted business.

o Middle 19t Century: With the introduction of limited liability, certain types of
companies (in particular, companies limited by shares) also provided a way for

participants in an enterprise to limit the extent to which their own personal wealth
was put at risk if the enterprise failed.

How important are companies in Australia?

e Majority of corporations that are used to carry on business in Australia are companies

e Companies are the most popular form of business in Australia
Number: More than 2.11 million Australian companies. More than 99% of those are companies
limited by shares. There are about 2000 Australian entities listed on the ASX. Largest entity listed
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