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\ Chapter 5

Difference between Old and New Companies Act
Companies Act, 1956 CompaniesAct, 2013

658 Sections 470 Sections
15 Schedules | 7 Schedules 3 ol
| Few Rules lot of Rules

“Saiomon vsaiomon & Co,

Mr. Salomon was carrying on a boot
manufacturing business as sole
proprietor
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| Mr. Salomon was the managing director of the Company and two of
his wnlmﬂlcnthcrdimdth- company

| Mr. Salomon held Secured Debentures of hnc.nmgm-d

The Company almeost
immediately ran into difficulties

Total liabilities =
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Unsecured creditors claimed the whole of Company’s assets on
;rmndth.tsdmnonwnmmonbusimlnth- of

The court held that Salomon & Co. Ltd was a real company fulfilling all
the legal requirements.

i A company is a legal person Mnetfrom its members and could not




Lee v Lee Air Farming Ltd

Lee, a qualified pilot, held nearly all
the shares In the company, and by
its Articles was appointed

working director & chief pilot

Lee died while pilotihg
Company’s aircraft

o

W 4

'grgs L

A o wi . ——

His widow claimed compensation under Workmen’s
Compensation Act

Company opposed the claim stating that Lee was not the
worker as same person could not be employer and
employee

Decision of the Court

' The court held that Lee was a separate person from the
'company he has formed.

' Thus, there was a valid contract of service between Lee and
the company.

widow was entitled to the compensation

LAs Lee was killed in the course of his employment, his \
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Bacha F. Guzdar v Commiissioner of Income Tax

Mrs. Guzdar received dividend income in_raspect of shares
held by her in a tea company

Under the Income Tax Act, agricultural income is

exempt, from income tax. As income of the tea
company is partly agricultural, only 40% of the
company’s income is treated as income from

manufacturing and sale therefore liable to tax

' Mrs. Guzdar contented that her dividend
income should be treated as agriculture
income upto 60% as in the case of tea
company, on the ground that dividends
received by shareholders represented the
income the income of the company and thus
should be exempted from tax

Decision of the Court

| The Supreme court held that the company was a separate person
from its shareholders having its own business and its own

| income.

The income of the company was partly agricultural and thus

exempted from tax.
m_mmmwwmmu
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Company ! Hi

Section 2(20) of Companies Act, 2013

“Company™ means a company incorporated under this Act
or under any previous company law
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R | Restriction on the right to transferits shares

=P i Prohibition on making an invitation to public

[[ER——

Shaveholders

Cor porate veul

Company
_, Compan:




Section 2{a6) Holding Company, Section 2(87) - Subsidiary Company

No. of Sha_r-h_olders

Pﬁvate_

Maximum

Who can be
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e Conversion of OPC into Public / Private Company

If turnover > Rs. 2 Cr

-
Within 60 Days in INC5
4‘-%

Public Company

Pass GM — SR to alter MOA & AOA

In

(/) paid-up share capital of (#) turnover of which as per its last
which does not exceed fifty lakh profit and loss account for the
immediately preceeding finandal year

does not exceed two crore rupees or
such higher amount as may be
prescribed which shall not be more

than one hundred crore rupees

rupees'or such higher amount
as may be prescribed which
shall not be more than ten crore

rupees

Provided that nothing in this clause shall apply to -

{A) Holding company (B) Company (C) company or body
or subsidiary registered under corporate governed by
company section
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Chitable bject

dtn. Research, Sodial 2 The Company shall not pay
welfare, Environment business and ! dividend however it can pay
Protection, Charity mt""‘; 5&“':': | Interest on Debentures,
on
me:u. ““".meobm ‘ Deposits, etc.

' Net income from the

Restriction on Dividend

W .

to ROC then the ROC can give

if application is directly made

direct approval

Alteration of Object Clause of MOA by Section 8 Company will
require prior approval of CG
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Contravention

J

<

T
Company ntﬁ working as ‘ Provided wrong information J
per its Object during formation
—
’ | b SR
;r.;ﬁalty: Revocation of Company will be:
1. For Company license of Section | |1. Wound Up; or
2. For OfficerRs. 8 Company. 2. Amalgamated
25,000/- to Rs. 25 Thus, Company with other Section
lacs + 3 years of Jail cannot carry any 8 Company
charitable object
if future

INC-9

\llllj

Applicable

Private Co.

PublicCo.

Producer Co.
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I INC-32-Max3 Directors. DIN Apply
~ Company incorporation request
Max 1 Proposed Name

INC -34-A0A

Promoter/Applicant Shali_Sigh_énd Witness MOA and AOA and
attach a Scanned copy toe-form INC- 32

ROC

' Give Intimation |
— ' Resubmission

On examination .
_ Defective/

Finds such Incomplete
Application
Defective/
Incomplete

Application Defective/ Resubmis Defective/

Rej i Incomplete . Incomplete
ejection p sion

Resubmission
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Memorandum

1. Charter ifthe | e e

P >-ue: ] hernlier frrran

2. Defines power & 3.0 il
limitations on the Yo provide » proviee | 4. Liability

tﬂi information to the informaton to the |“ |

power | | thard parties as to mntending share IIM;_. ——

Lm I whether the holdet tegarding the 5 = ]

contacts they are purpose for which ks wh

| 3. Contains sandngto erter | | hismoney 6. Association of |

into with the 11 pOIng to be used

| ful'ld?mental company are by the company and lw |

conditions upon withan the objects the amount of risk Cause ﬂ.—j

.i s | clause of the he is making in the = E 1

1 which company ‘ company or not Investment 7. Nomination |

*\‘__;—
Case Law - Royal British Bank vs. Turquand

S YT T eEmaae

Momor andum

Articies of Rascclation

i ROYAL
BRITISH BANK

Articles of the c;o_mpény st_ate_d_that the dl_réctors of
the company could borrow money on behalf of the

company, if they are authorized by a resolution |
passed by shareholders in a General Meeting. _‘
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Directors borrowed money from Mr. Turquand without
obtaining any authorization from the shareholders !

Turquand had lent the money to the company assuming that
the authorization from shareholders has been taken

It was held that money bnrrnw-d by the directors without the
authorization from the shareholders amounted to mere internal
irregularity and thus Mr, Turquand could recover the loan.

An aountant of the company entered into a contract with a
third ird party to sell the property of the company

it was held that the third party could not assume e that an
accountant can have authority to sell

the property of the company.

And thus third party could not enforce such contract against
the company even though third

party acted in good faith.
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