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1 Features of a company

97 27
Artificial Perpetual
legal succession
person

members of A company
company company a company may be
s a person have all the may die brought to
createdby rights todo change but an end by
law It acts like an company will a legalprocess
comes into individual remain calledwinding
existenceby op
a legalprocess

company the shares of
However a It can buy isunaffected company may
company sell lend by death change hands
cannot be borrow enter insolvency infinitely but
jailed take into contracts of members it doesn'taffect
a oath sued can be the existence of
maroyete sued in its the company

own name
since company is an artificial
person it can work only 37 Limited Liability
through a human agency
i e directors Directors are
agents to company not to In case of

a company
In case of compan

every member Limited by shares
the debts of the liability of
company will members will be
not totally be limited to the
the debts of extent of amount
sits unpaid on shares
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contd

147Common seal 157 Seperate Legal
existence

company is not common seal
a natural person shall be affixed the most striking
and therefore it on contracts difference between
require a human by officers company other
agency employees forms of organisations

is the concept of
common seal is seperate legal existence

the official signature
of the company

once registeredIt can enter It is a
company isin its own person that

contracts lend is recognised clothed with
money ele in the eyes legal personality

of law
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CASE LAW ON S L E

Salomon v15 Salomon co Ltd

Facts of the case Judgement

Salomon desire to Just by a mere reason
convert his sole that entire share capita
proprietor concern is virtually held by one
doing business of shareholder company
leather boots mant and members cannot
into a co be treated as one and
He transferred all the same
the assets and all
liabilities in name

company is at law is
altogether a different

of company and person from that of
demanded a consi the subscribers to the
deration of 381782 memorandum

The entire consideration though the same
is paid as follows business is carried

on by same person
and profits are Shar

Salomon wite 5 Children by same person
cash ish I shot both are not treated
8782 of 1 1 each as one and the same

Debentures each to each
secured child
10,000
Shares

of 1each
19,994
co also obtained unsecured
credit worth 7,000 and
later co went into liquidation since there is a
ban on leather and unsecured creditors claime
that pyt shall be first made to them and not
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to Salomon as Salomon company are one
and the same

CORPORATE VEIL AND LIFTING OF THE
CORPORATE VEIL

Basic concept Lifting of corporate
of corporate veil
veil

Generally a compan
will be treated as

Cx is a legal therefore a person separate from
concept where concept that of its members

will be treated 11 corporate to do anything woon

its members the courts may dis
Themembers regard the corpora

of the company status to know the
are not liable for real persons who
the acts of company are the wrongdoers

on this there are
5 case laws which
summarises as
follows

company formed to protect contract to avoid
for improper with an legal
conduct to defeat

revenue
con enemy obligation

law Tax Cor Bonus
evasion evasion

to make subsidiary
to act as the agents
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CA S E LA IN S

Gilford motor merchandise transportLtd
IIs HIS
Horne British transport commission

Facts of the conclusion Facts conclusion
case

where the A company
Horne entered device of wanted to
into a non incorporation apply for a
compete agreement is used for license to
with Gilford motor some improper operate the
co Ltd not to purpose like transport
compete him in the defeat any vehicles
same business law the CV But itcannot
He later started a shall be lifted do so due to
company claiming therefore Horne a prohibition
that non compete and his company against it
is with him and are treated as Therefore the
not with the co one and the prohibited co
He further argued same started a new
that company is company as its
a person different subsidiary and
from its members applied for the
and Gilford motor license
Co has NCA
with member of
the new company the license has been rejected also
and not with the to the subsidiary company as it
company is a mere agent to the holding

company sometimes it company is
formed as agents of another co it
looses its individuality
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contd

Re Dinshaw maneckjee Petit

Facts of the case conclusion
Dinshaw is a wealthy
man having huge prop court held that
er ties in form of shares the 4 private
and debentures companies that

are formed are
He then used to earn a mere sham for
huge income from the a cloak and the
shares debentures in corporate veil has
the form of dividend to be lifted to
and interest identify the real

owner
The dividend and interest Hence it is held
is subject to tax that Mr Dinshaw

and his 4 private
In order to evade the companies are one
payment of income tax and the same and
he started 4 private cos since there is a
transferred all investments tax evasion the
in its name to claim an corporate veil shal
exemption on income be lifted and entire
earned as dividend i'stamnabeinInéinterest income is exempt
in hands of co at that hands of Dinshaw
time

The income earned by
the company is again
taken by Dinshaw as a
pretended loan
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contd

Daimler co ltd workmen of Associated
HIS rubber industries cotta

HIScontinental tyred rubbercoLtd associated rubber Ind Ltd

Facts conclusion Facts conclusion

Daimlerco Ltd In case of AA Ltd has s c held
is a company trade with hugeprofits that the
incorporated in a enemy one and used to subsidiary
London same should adopt paymaximum has no
is with the test of control Bonus to its assets excep
case of latter employees those trans
company unless the It has a fered and
Both the companies public interest hugeincome no business
are english cos is in jeopardy in form of income the
but continental courts will not dividends only intention
is German cont crack corporate those are to start new
Tolled English shell added to company is
company profitsowing to evade
Dad entered into unlike natural to payment the payme
a contract with person a co of max bonus of bonus
c Ltd for which cannot have to evade to workmen
Dad has to pay mind conscience payment of Hence the
to cite and rejected and cannot be bonus co cu is lifted
to pay as cited is a friend con a transferred and subs.co
a enemy foe all shares and A Hd
CLtd contended are treated
that it cannot be

Hence when the to its
trade is with
enemy one should

subsidiary as oneand
treated as an the same
enemy since it is consider identityof
incorporated in London who are at helm
and is a Englishcompany of affairs of co
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2 KINDS OF COs

Kinds of companies on the basis of various factors

on the basis on the basis on the basis
of Of of

incorporation liability control

Private unlimited
co

Public company
co limited by company

Shares

General Holding Subsidiary
Private

One Person
company company co co

co limited by Associate
guarantee co

contd

on the basis on the basis

of of miscellaneous
Listing Activity volume

Listed
co

Unlisted Dormant
Co

Small
Co Co

Government Foreign
co

PFI company incorp
Co

Nidhi
Co rated for a

charitable obj
S 8Co
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I companies on the basis of incorporation

Private
company

Public
company

5 21687 5 26717

means a company means a company

and I end 2 end I end 2

having minimum By its which is having a
paid up share not a private

company
minimum

capital
articles

paid up
Sharecas

Note Deemed Public
Restricts Limits Prohibits company
transfer total no public a company
of of members subscription
shares to 1120011 of securities which is a subsidiary

to a company not
being a private co

Non inclusions Fate of
joint members shall be DEEMED

to be a public
resent Past Joint company
Employees employees members

who became shall be even if it continue
members while treated as to be a private
in employment a single company by its

member articles
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2 One Person Company S 20627 Rules

Definition Need for various
OPC Rules

one person company

means a to promote to promote
company entrepreneurship corporatisation

Of sole proprietor
in which there is business
only one person

to provide for to provide
as a member seperatelegal exemptions to

existence opes for its
Limited liability smoothfunctionlike a sole oning

proprietary concern
where business
liabilities becomes
personal liability

OPC is a private members can have Eligibilities Ineligibility
company 41 415 dir

member and cannot
Nomination clause nominee shall get status
mentions name of nominee who be of 5.80
becomes member upondeathCor Natural person cannot
in capacity of sole member Indian citizen start
Obtain prior written consent ofnominee stayed in India MBFacte
Nominee may withdraw consent for 4120days in ities
member also may change nominee PFY maymaynot Cincludin
Intimate Roc in case of change in be resident investing
nominee maximum member in BC

nominee in one or
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3 companies on the basis of its control

Holding subsidiary associate
company company company
5.21467 5.21877 S 2667

t.co in subsidiarycompany Sc Associate company
relation to Cad in relation
one more in relation to any other to other company
other cos company that is to
means a co say a holding company means a compan

in which other co
n which means a company
Uch onemore
other Cos are in which Has a Not
Ts subsidiaries significant

mode I
con

mode
influence sac

H co controls H CO controls 112 OfTVP SH BOD
composition either at its own Cor
of BOD together with one more 420 control

of its S.C Typ participate
in business
decisions

Notes on A Covotesonit.co Notes on subsidiary company
shares held incompany company includes a B C

includes SH control may be of another fiduciary capacity
B C subsidiary of H co Deemed Asst co
may have subsidiary Joint venture
morethan control of composition of BOD A.CO
subs co means having a right to Ju partieshat

appoint remove majority I right over NAV
all of its BOD of arrangement
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4 companies on the basis of liability

company company limited unlimited
limited by by guarantee company
shares

Definition other
definition other S 26217 points
5.21227 points

when the liability Liability of
when the For the debts of the members members is
iability of the company is limited by its limited to
f members a member may mon to the extent guaranteegiven
s limited be called upon of amount the CLBSECLBG
y itsmon to contribute to members undertake are same interms
0 theextent assets but that tocontributeto the of seperatelegal
of unpaid amount cannot assets at the time existence limited
amount on exceed unpaid of windingup it liability etc
Shares it amount on Sc is called company CLBG differ from
s called as His personalassets limited by Bs in termsof
CL BS cannot be subject guarantee timing of liability

to company'sdebts In case of CBS
A member is co owner the liability may
to the companyand arise either beforeduring a up
not to company's But in case of CLBG liability
assets will arise only at the time of
since company is a w up
legal person assets
continue in name of
company

There is no limit liability ceases liability is liability
on liability of it he ceases to unlimitedat extendsto
members S21923 be a member the time of personal

w up assets
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5 miscellaneous Part I

Government Listed co unlisted co Nidhi co
company 5 21527
5.21457 Any company A Nidhi
1 Anycompany otherthan a a mutual

means a whose securities listedcompany benefit
company are listed on society is

any RSE a company
n which notified as

such byCG

mode 1 mode 2

251 of PSC Subsidiary
is held by of a govt
CG SGest partly company
by CG and
partly by one
Cor more sols

Foreign Public financial
company institution PF
S 21427 5.26723

means
means having

company Place of LIC IDFC UTI Institutions
BC incorporated business in notified byCG
outside India India cos

It formed under It 451 PSC
central state any is held byCG

either by itself physically act other than SG combination
Cor throughagents electronically companies Aet
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6 miscellaneous Part II

small companies incorporated Dormant
company with charitable objects5.83 company
521857 S 4553

company formed to
means a companies that
company promote Apply prohibits can apply for
satisfying commerce profits payment Dormant status
both the arts science for of areas under
conditions sportscharity promoting dividend

etc its

end 2
Objects

and I
Not a public Limits Anycompany an inactive
company which is regd company
Not a holding

pg
t

to
under this

company Act An
Not a subsidiary 4 inactive
company 740 7400 company
Not a section 8

for a
con means a

company To hold Has no company
Not acompany future assets significant
BC incorporated project intellectual accounting
underspecialAet properties transactions

SAT
or or

which has no which has no which has
businessCor SAT in 2PFYs not filed
operations fin Sts Cor

Note meaning of sat Annual retro
SAT means a transaction other than in 2 Pfys

sagment offees paymints made Allotment of Payment for
maintenance ofto Roc under any Act shares
office records
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33 MEMORANDUM AND ARTICLES OF
1 ASSOCIATION

Topics covered Definitions and various clauses
by this chapter of memorandum

Definition of
memorandum Definitions various
Definition of clauses
articles of MOA
Various clauses MOA AOA

Of MOA MOA is a

Analysis on means charter doc
objects clause of a compan
Variousdoctrines MOA It definesth
Doctrine of constitution

constructive notice con scope of
Doctrine of as originally as altered the company

indoor mat framed from time the following
Doctrine or to time are various

ultra vires
AOA will

clauses of
Section 10 AOA MOA
Articles of have regulations
association and means and not clauses
its contents
miscellaneous AOA

Cor
as originally as altered
framed from time

to time

Name clause situation clause objectsclause Liability
clause

Association clause capital clause
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2 Analysis on various clauses of mon

Name clause 2 Situation clause 3objects clause

It contains
content other points the name content others

of State
contains the in whichcompany It shall If a co
name with is to be situated contain haschanged
which company its activities
is proposedto not reflected
be incorporated Objectsfor matters for by its name

which co furtherance
or a is proposed of main then it has
oublic to be inc objectsprivate to changeits
co co name within

Gms
seat end use atend
of name of name 5 capital clause 4Liability clause
limited private

limited
content Exempt contains nature

for a 5.8 For a OPC
age dividedBy

of liability of
company its members

use words into fixed
onepersonco ante no of

shares and Ltd to unpaid Ltd toam
is indicated shares ofguarantee

generally specialpoints oppositetonames to contribu
Yo need to use words like of Sim to assetson
use thewords forumfoundation G Association clause woopand

iii

Ltd put etc contains names of sm also costs
Ltd use ofelectoral who agreed to take shares expenses
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I

3 SPECIAL EMPHASIS ON OBJECTS CLAUSE

Objects clause registration of MOA
Of MOA

Objects clause It explain
content of Moa specify the scope

the object for of its
objects which company operations
clause of Moa is formed beyondwhich
contains the a company
objects for which cannot go
the company is
proposed to be mon once It enables SH
incorporated registered creditorscobany

It shall also with Roc persondealing
contain matters will become with company to
infurtherance publicdoc know what are
of objects Therefore the powers of the

every person company and what
dealing with activities it can
the company engage in
is presumed
to have know
sledge on MOA

Format ofmo

Table A Table B Table C Table D table E
MOA of
C Bg

MOA Ot MOA OO MOA Of ULC MOA of
CLB GK CBG ULC with
no se having sc sc
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4 Doctrine of constructive notice and Doctrine
of Indoor management

Doctrine of constructive Doctrine of Indoor
notice DCN management Dlm

Basics rule casemain Rule
content Law

Is per Sec 399 therefore any As per Dim Royal
any person may person can outsider British
inspect by elec also inspect Powe need
Donie means moat AoA since not enan v15

they are also about internal Turauanany document
panic documents affairs ofkept with Roc
as far as internal affairs

Any person can take are concerned outsider
a copy extract of may presume that co has
any document kept followed all formalitiesand
and registered with thus Dim acts in favour of
ROC
since moaenoa are pygitides

againstcompany

documents every person conclusion
dealing with company is

facts of the
RBBitd is expectedpresumed to have knowledge

case

of the contents of Moa AoA RBBLtdsanctioned to have knowledge o
and understand the contents Loanof 21000to contents of Moad AoA
in true perspective sight cud cud inAoA but not the resolutio
Sense mentionedthatLoan
This is a doctrine which of 2,000require RB Bud can have

protects companyagainst resolutionofsit Presumedknowledge of
ut sides and is a presumption Butcompanydidnt resolutions sincethey

pass anyresolution are related to internain favour of company andliquidatorCT
rejectedclaimofBBB workingsand therefore

Loan is enforceable
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5 Exceptions to Doctrine of Indoor mg t

knowledge 2Suspicion of 3 Forgery
of irregularity irregularity cases

concept case law concept case law

This rule doesn't Howard DIM will Anand
protect a PDWC Hls not protect Bihari Lal
who has actual Patent ivory those who Vs
constructive manufacture Dinshaw

knowledge of co Ltd If a transaction to
irregularity is suspicious Ruben

unusual the vis4É areaetingaacts conclusion outsidershould consolidated
company issued since issue is make enquiry Ltd
bonds todirectors made to them

conclusion
has to obtain cannot defend Anaccountant Dim shall notpro
permission ofsit Thedirector are who has no ect when contrac
But companyhas expected to have authority by is suspicious and
borrowedwithout knowledge that Moa Aoa sold inviting an enquiry
Sit permit assent ofGm is transferred suspicion should

not obtained co'sproperty arise when an offic
to an outsider is acting outsideth

scope of hisauthority
Therefore accountant cannot be
presumed to have authority to
transfer co's propertyand is void

Forgery notes
In case of a forgery there is no consent
at all and the contract is null void court
held that Dlm is never extended to cover
the forgery cases which are illegal
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G DOCTRINE OF ULTRA VIRES

1 Basics 2 Power of 3 Types an
MOA AOA legal

The term Ultra effects
means beyond of UV
and the term as per Henceevery txns
vires means powers s 399 persondealingand hence the word Montfort with the co there are
Ultra vires means are public is presumed 4 types
Beyond the powers documents to have the of UV

knowledgeof tins and
contents of they are
MOAI AOA as follows

once moat Aoa is registered
in no case company can depart
from the objects stated in the
MOA A company is not allowed
to do anything not permittedby
the MOA

Type I Type L

UV the Moa
type 3
UV the AOA UV the BOD
IN the mon Powers

Illegal
Not ratifiable
BOD personally liable Irregular
Co not liable Ratifiable

company liable
BOD not personal
liable
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CASE LAW ON ULTRA VIRES

Facts of the Judgement in the
case case

Ashbury Railway The court held that the
carriage Iron cotta term l general contractors
Richie doesn't mean to include

any contract but only
The objects clause to include such contracts
of the company having some relation with
provided for following mechanical engg
a to sell lease
hire Railway
carriges wagons

Hence in the given case
financing is outside the

b to carry on business scope of AB RC Ltd the
of mechanical engg tan is void and null
and generalcontractors It has no legal validity

AB RC Ltd is approached
by mo Richie whothen Hence Richie cant sue
requested for financing
a Railway line in Belgium

any one on a Uv ten

Initially ABRC has accepted
the proposal but later it
has refused since financing
is one which is outside
the scope of its objects
However Mr Richie has
contended that the co
has power to finance
from its Mort as it
uses the word General
contractors which includes
financingcontracts also
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7 ARTICLES OF ASSOCIATION

Definition contents of Ao

AOA
contents various Add 1

means forms of matters
contains
regulations

AOA
AOA A co May

for internal AOACmodel provide
mat of co Articles are formatters

as originally as altered contained in addition
framed from time

to time
in tablet to contents
G H I J covered by
to sch I of schedule I
The CA2013

Provisions w rit manner of apply
entrenchment ing model AOA

step2 Step38 Full Partial No
TIusion Alteration tiling adoption adoptiongdogEntrenchment Alteration
provisions may of entrenched whenever company
be added either regulations inserts entrenchment
at the time of require the provision in its AoA
formation there compliance either at the time o
after and if it most restricted formation thereafter
is made after than SR it shall intimate the
formation then Roc about such
put Pub.co insertion in its AoA

00 SR
approval approval
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4 SHARE CAPITAL

1 meaning 2 Types of 3 Share as 4 Number
of a share share capital a movable of

property shares
A Shoe

Equity preference since share All shares
s a share share is a movable held in

in the share
capital Igital property it physica

is movable form w

capital of conditions in the manner have an

Company sn Egfa
to satisfy provided in unique

articles number
capwith with shares are Note
voting differential transferable However
rights rights numbering

concept is
General PSC Participatory psc not applicabl

in case the
Psc shall be PPSC means that Psc shares are
given preference which has held by
than equity depository
in following 2 Benetici
cases namely In addition interest

to fixed dividend
Payment Repayment of has right to

ofdividend capital participate in

At the time of wtikidend
after

PSH Shall being paid
be paid the PSH will have a
Preference preferential sight over

to eatity

dividend in assets of company and In addition to the

priority to they may paid with repayment of capital
at w up has right toequity It without premium participate in excess

may with without tax assets after being paid toequity
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contd
5 Classification of capital

1 Authorised 2 Issued share
share capital capital

It is that part
Asc is also Asc is the of Asc which
known as maximum is actually issued
Nominal amount of
capital Cor capital that

for subscription

Registered a company 3 subscribed
capital may raise share capital

by its MOA
It is that part

Asc amount company has of Isc which is
is mentioned to pay stamp actually subscribe
in the capital duty on the by public
Clause of Asc along with
memorandum fees

4 called up share
s Paid up share capital
capital

It is that part
It is that part of of subscribed
called up share capital share capital which
which is paid up by is called up by
the SH the company from

time to time
Psc CSC calls in arrears
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