
Intro

470 sections Whole of India7 schedules

Applicable to

Company 
incorporated 

under this Act or 
previous Co. law

Insurance 
Companies

Banking 
Companies

Electricity 
Companies 

(generation/supply)

Body Corporate 
incorporated by 
any other act as 

CG may by 
notification 

specify in this 
behalf

Company 
governed by 
special Act

Company

Means a 
company 

incorporated

Is an 
incorporated 
association

Under this Act
Or 

Under any 
previous 

company law

Artificial 
person created 

by law

Having 
separate entity

With perpetual 
succession

And a common 
seal

Features of Co.
(CLAPS)

Common Seal
Artificial Legal 

Person
Limited 
Liability

Separate legal 
Entity

Perpetual 
Succession

Official 
Signature of 

company 

Artificial – 
Other than 

natural Birth

Limited by 
shares – 

unpaid value

Existence 
separate from 
its members

Company will 
go on till 

winding up

Optional
Legal – 

Created by law

Limited by 
guarantee – 

upto amount 
guaranteed

Own Property, 
have bank 

account, incur 
liabilities

Members may 
change or die

Sign of 
2 Directors or 
1 Director &  

CS, 
if appointed

Person – 
Clothed with 
rights of an 
individuals

Unlimited 
Company with 

unlimited 
liability

Shareholders 
are not owners 

of assets of 
company

Law alone can 
bring end to life 

of company

Except 
inconsistent 
with Banking 

Regulation Act, 
1949

Except 
inconsistent 

with IRDA Act, 
1999 or 

Insurance Act, 
1938

Except 
inconsistent 

with Electricity 
Act, 2003

As per 
Companies 
Act, 2013

THE COMPANIES ACT, 2013
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Corporate Veil

Refers to legal 
concept

Salomon Vs. 
Salomon and 

Co. Ltd.

Company is 
separate from 
its members

Members are 
shielded from 

company’s liability

Members enjoy 
corporate 
insulation

Lifting of 
Corporate Veil

Trading with 
Enemy

Formation of 
subsidiaries to 

act as agent

Corporate entity 
used to evade 

/circumvent tax

To avoid legal 
obligation

Incorporation 
for 

illegal/improper 
purpose

Daimler Co. Ltd 
Vs. Continental 

Tyre and Rubber 
Co.

Merchandise 
Transport 

Limited Vs. 
British Transport 

Commission

Dinshaw 
Maneckjee 

petit

Formation of co. 
to reduce bonus 

liability

Defeat law, 
defraud 
creditors

Test of control 
is adopted to 

ascertain

Private companies 
were sham and 

veil lifted to 
decide owner

By transferring 
its investments 

to subsidiary

Or avoid legal 
obligations

Court examine 
Character of 

person at helm 
of affairs of Co.

Application of 
Subsidiary 
rejected as 

Holding and 
Subsidiary 

treated as One

Court disregard 
the corporate 
entity to tax 

income

Court upheld 
the corporate 

veil

Gilford Motors 
Vs Horne

In Salomon vs. Salomon & Co. Ltd. the House of Lords laid down that a company is a 
person distinct and separate from its members. In this case one Salomon 
incorporated a company named “Salomon & Co. Ltd.”, with seven subscribers 
consisting of himself, his wife, four sons and one daughter. This company took over 
the personal business assets of Salomon for £ 38,782 and in turn, Salomon took 
20,000 shares of £ 1 each, debentures worth
£ 10,000 of the company with charge on the company’s assets and the balance in 
cash. His wife, daughter and four sons took up one £ 1 share each. Subsequently, the 
company went into liquidation due to general trade depression. The unsecured 
creditors to the tune of £ 7,000 contended that Salomon could not be treated as a 
secured creditor of the company, in respect of the debentures held by him, as he 
was the managing director of one-man company, which was not different from 
Salomon and the cloak of the company was a mere sham and fraud. 

It was held by Lord Mac Naughten:

“The Company is at law a different person altogether from the subscribers to the 
memorandum, and though it may be that after incorporation the business is precisely 
the same as it was before and the same persons are managers, and the same hands 
receive the profits, the company is not in law the agent of the subscribers or trustees 
for them. Nor are the subscribers, as members, liable, in any shape or form, except to 
the extent and in the manner provided by the Act.”
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Co. limited by 
Shares

Section 2(22)

Liability of 
members is 

limited

To the amount 
unpaid on 

shares held by 
them

By its 
memorandum 
of association

Personal property 
cannot be called 

to meet company 
liabilities

Shareholder co-
owner of 

company, but 
not its assets

Co. limited by 
guarantee

Section 2(21)

Liability of 
members is 

limited

such amount 
mentioned in 

MOA

By its 
memorandum 
of association

To contribute to 
the assets of 

company

In the event of 
its being 

wound up

Unlimited 
Company

Section 2(92)

Not having any 
limit

Liability ceases 
when he ceases 
to be member

On liability of 
its members

Liability extend to 
whole company’s 

liabilities

Can claim 
contribution 
from other 
members

Private 
Company

Restrict the right 
to transfer 

shares in articles

Joint 
shareholder as 
one member

Limits 
members to 

200 

Exclude (Current 
employees & Past 

employees)

Prohibits invitation to 
public to subscribe 

securities

Public 
Company

Not a private 
company and 

Minimum 
members - 7

Has minimum 
capital as 

prescribed

Maximum 
members – no 

limit

Subsidiary of public co. is 
deemed public co.

Private company - significant points
◆ No minimum paid-up capital requirement.
◆ Minimum number of members – 2
◆ Maximum number of members – 200, excluding present employee-cum- 
members and erstwhile employee-cum-members.
◆ Right to transfer shares restricted.
◆ Prohibition on invitation to subscribe to securities of the company.
◆ Small company is a private company.
◆ OPC can be formed only as a private company.

Public company - significant points
◆ Is not a private company (Articles do not have the restricting clauses).
◆ Shares freely transferable.
◆ No minimum paid up capital requirement.
◆ Minimum number of members – 7.
◆ Maximum numbers of members – No limit.
◆ Subsidiary of a public company is deemed to be a public company.

Small Co.
Section 2(85)

Co. other than 
public company

Whose T/O does 
not exceed Rs. 

40 Crs

Whose PUSC 
does not exceed 

Rs. 4 Crs &

Clause does not 
apply- Holding Co, 

subsidiary Co, 
Section 8 Co.

company or body 
corporate 

governed by any 
special Act
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Significant points of OPC:- 
◆ Only one person as member.
◆ Minimum paid up capital – no limit prescribed.
◆ The memorandum of OPC shall indicate the name of the other person, who shall, 
in the event of the subscriber’s death or his incapacity to contract, become the 
member of the company.
◆ The other person whose name is given in the memorandum shall give his prior 
written consent in prescribed form and the same shall be filed with Registrar of 
companies at the time of incorporation of the company along with its e- 
memorandum and e-articles.
◆ Such other person may be given the right to withdraw his consent.
◆ The member of OPC may at any time change the name of such other person by 
giving notice to the company and the company shall intimate the same to the 
Registrar.
◆ Any such change in the name of the person shall not be deemed to be an 
alteration of the memorandum.
◆ Only a natural person who is an Indian citizen whether resident in India or 
otherwise 
• shall be eligible to incorporate a OPC;
• shall be a nominee for the sole member of a OPC.
◆ No person shall be eligible to incorporate more than one OPC or become nominee 
in more than one such company.
◆ No minor shall become member or nominee of the OPC or can hold share with 
beneficial interest.
◆ Such Company cannot be incorporated or converted into a company under 
section 8 of the Act. Though it may be converted to private or public companies in 
certain cases.
◆ Such Company cannot carry out Non-Banking Financial Investment activities 
including investment in securities of any body corporate.
◆ Here the member can be the sole member and director.

One Person 
Company

Procedure 
simplified 
through 

exemptions

Only one 
person as a 

member

No minimum 
paid up capital

Nominee 
clause in MOA

Significant Points of Section 8 Company
◆ Formed for the promotion of commerce, art, science, religion, charity, protection of environment, sports, etc.
◆ Requirement of minimum share capital does not apply.
◆ Uses its profits for the promotion of the objective for which it is formed.
◆ Does not declare dividend to members.
◆ Operates under a special licence from Central Government.
◆  Need not use the word Ltd./ Pvt. Ltd. in its name and adopt a more suitable name such as club, chambers of 
commerce etc.
◆ Licence revoked if conditions contravened.
◆ On revocation, Central Government may direct it to
–Converts its status and change its name
–Wind – up
–Amalgamate with another company having similar object.
◆ Can call its general meeting by giving a clear 14 days’ notice instead of 21 days.
◆ Requirement of minimum number of directors, independent directors etc. does not apply.
◆Need not constitute Nomination and Remuneration Committee and Shareholders Relationship Committee
◆ A partnership firm can be a member of Section 8 company.

Section 8 
Company

Deals with 
formation of 

company 

Apply its profits 
in 

Co. Which are 
formed to 
promote 

charitable 
objects

Promote its 
objects

Prohibit 
payment of 
dividend to 
members
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Subsidiary 
Company

Section 2(87)

In relation to 
other company

In which holding 
company 

Means a 
company

Company 
includes any 

body corporate

Layer in relation 
to holding 

company means 
its subsidiary

Controls 
composition of 

board of 
directors

controls more 
than one –half 

of the total 
voting power

Either at its own 
or together with 
its subsidiaries 

co.

Can appoint or 
remove all or 
majority of its 

directors

A company is 
holding co.

In relation to 
one or more 

another 
companies

Of which such 
companies are 

subsidiaries 
companies

Means a 
company

Company includes 
any body 
corporate

Associate 
Company

Section 2(6)

In relation to 
other company

In which other 
company has 

significant 
influence

Means a 
company

Which is not a 
subsidiary co.

Includes a joint 
venture 

company

Control at least 
20 percent of 
total voting 

power

Participation in 
business 

decisions under 
agreement

Listed 
Company

Section 2(52)

Which has any 
of its securities

Provided such 
class of 

companies 

Listed on any 
recognized stock 

exchange

Which have listed 
or intend to list 

such class of 
securities

As prescribed in 
consultation 

with SEBI

Shall not be 
considered 

listed companies

Unlisted Company means a company other than listed company
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Foreign 
Company

Section 2(42)

Means Co. or 
body 

corporate

Which has place 
of business in 

India

Incorporated 
outside India

And conducts any business 
activity in India in any other 

manner

Whether by 
itself or through 

an agent

Physically or 
through 

electronic mode

Govt. 
Company

Section 2(45)

Means any 
company

And Includes a 
company which 
is subsidiary of 

Govt.  Co.

In which not less 
than 51 % of paid 
up share capital

Held by Central 
Govt.

Or any State 
govt. or State 

Govts

Or partly by CG 
and partly by 

one or more SG

Nidhi or 
Mutual benefit 

society

Means a 
company

In the official 
gazette

Which the CG may, by 
notification 

Declare to be 
Nidhi or Mutual 
benefit Society

Public 
Financial 

Institutions 
(PFI)

includes
Conditions to be 

notified as PFI

Life Insurance 
Corporation of 

India

Infrastructure 
Development 

Finance Co. Ltd.

Specified co. in 
Unit Trust of 

India Act, 2002

Institutions 
notified under 

old or this act by 
CG

Established 
under any 

Central or State 
Act

Or not less than 
51 percent of 
the paid up 

share capital 

Is held by CG, 
SG, partly by CG 
and SG, partly by 
one or more SGs

Not include 
person acting in 

professional 
capacity eg. 
Banker, etc.CA G
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Payment

of fees to 
registrar

For maintenance 
of its office and 

records

made by it to fulfil 
requirements or 
this act or any 

other law

Allotment of 
shares to fulfil the 
requirements of 

this Act

Inactive 
Company

Not carrying 
any business 

or operation or

Has not filed any 
financial 

statements and 
annual returns

Not made any 
significant 
accounting 

transactions

Significant 
accounting 
transaction

means any 
transaction 
other than

During the last 2 
financial years

Dormant 
Company

(Section 455)

Company 
formed & 

registered under 
this Act

Or Inactive 
Company

And has no 
significant 
accounting 
transaction

For a future 
project or 

To hold an asset 
or intellectual 

property 

may make an 
application to 

Registrar

For obtaining 
status of 

dormant co.

Person 
required to 

subscribe MOA

Public Co. One Person Co.Private Co.

7 or more 
persons

1 Person only
2 or more 
persons

Promoter
Section 2(69)

As per Act Simple terms

Named as such 
in prospectus

Identified by the 
co. in annual 

return

Who has control 
over the affairs 

of Co.

Accordance with 
whose advice, 

BOD 
accustomed to 

act

Person who 
form the 
company

Who conceive 
the idea of 
forming the 

company

Take all 
necessary steps 

for its 
registration

Not include 
person acting in 

professional 
capacityCA G
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Promoter ROC

Files SPICE+ 

form

with info 

and 

documents 

and 

declaration

RoC issues Certificate of 

Incorporation

SPICE+ = Simplified Proforma for Incorporating a Company Electronically 
Plus

CORPORATE IDENTIFICATION NUMBER

Section 7 – INCORPORATION OF COMPANY
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Information Documents Declaration

Address for Correspondence till its 
registered office is established

Memorandum and Articles Duly 
signed by all the subscribers

Declaration by person engaged in the 
formation of Co. 
(Advocate/CA/CMA/CS in practice) 
and by person named in articles as 
(director manager or secretary)
- All the requirements of this Act and 
rules thereunder have been complied 
with

Particulars of Subscribers to MOA and 
First Directors

Proof of Identity of Subscribers to 
MOA and First Directors

Particulars of interest of the person 
named as First Directors in Other Firm or 
Body Corporate

Written consent to Acts as director 
of The Company

Declaration from each Subscribers to 
MOA and First Directors 
- Not convicted of Offence involving 

promotion/formation/ 
management of the Company

- Not found guilty of fraud, 
misfeasance, breach of duty under 
this Act during last 5 years

- All documents filed with RoC 
contain correct, complete and true 
info  CA G
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Pre - Incorporation :-  

If any person furnishes any false or incorrect particulars of any information or suppresses any 
material information, of which he is aware in any of the documents filed with the Registrar in 
relation to the registration of a company, he shall be liable for action for fraud under section 447.

1)

2)
Post - Incorporation :-  

Where, at any time after the incorporation of a company, it is proved that the company has been 
got incorporated by furnishing any false or incorrect information or representation or by 
suppressing any material fact or information in any of the documents or declaration filed or made 
for incorporating such company, or by any fraudulent action, the promoters, the persons named 
as the first directors of the company and the persons making declaration under this section shall 
each be liable for action for fraud under section 447.
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Where a company has been got incorporated by furnishing false or incorrect  information or representation or by 

suppressing any material fact or information in any of the documents  or declaration filed or made for incorporating such 

company or by any fraudulent action, the Tribunal  may, on an application made to it, on being satisfied that the situation 

so warrants

2)

pass such orders, as it may think fit, for regulation of the management of the company including  
changes, if any, in its memorandum and articles, in public interest or in the interest of the  
company and its members and creditors; or

direct that liability of the members shall be unlimited

Declaration that not convict/ not filed guilty for fraud 

direct removal of the name of the company from the register of companies; 

pass an order for the winding up of the company

Give the company shall be given a reasonable opportunity of being heard in the matter &

1)

3)

4)

5)

1)

shall take into consideration the transactions entered into by the company,  including the 
obligations, if any, contracted or payment of any liability.

2)

Before passing order, Tribunal

pass such other orders as Tribunal may deem fit:6)
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Section 9 - EFFECT OF REGISTRATION

2)

From date of incorporation, Company is separate from Subscriber to MoA ( Separate legal entity)

A company purchase 100 percent shares of other company but still they are different

Central Govt owns 100 percent shares of all the company but still it is not an agent of Govt

Any money payable by members to company will be considered as debt due to company

1)

3)

4)

Section 10 - EFFECT OF MOA AND AOA

2)

where the MOA and AOA when registered, shall bind the company and the members

All monies payable by any member to the company under the MOA or AOA shall be a debt due 
from him to the company.

1)
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MOA

Content Charter of Co.

Name Clause

Registered 
Office Clause

Liability Clause

Capital Clause

Contains object 
of Co. for which 

it is formed

Identifies 
possible scope 

of its operations

MOA is a public 
document u/s 

399 of CA, 2013

Not include 
person acting in 

professional 
capacity eg. 
Banker, etc.

Association 
Clause

Nominee Clause

Type of Company MOA AOA

Limited by shares Table A Table F

Limited by guarantee and not having share capital Table B Table H

Limited by guarantee and having a share capital Table C Table G

Unlimited Company not having share capital Table D Table J

Unlimited Company having share capital Table E Table I
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Content of 
AOA

Regulations Other Matters

The articles 
may contain 

provisions for 
entrenchment 

(to protect  
something) to 
the effect that 

specified 
provisions of 
the articles 

may be altered 
only if 

conditions or  
procedures as 
that are more 

restrictive than 
those 

applicable in 
the case of a 

special 
resolution, are 

met  or 
complied with.

The provisions 
for 

entrenchment 
shall only be  
made either 
on formation 
of a company, 

or by an 
amendment in 

the articles 
agreed to by 

all the 
members  of 
the company 

in the case of a 
private 

company and 
by a special 
resolution in 
the case of a 

public  
company.

Where the 
articles contain 
provisions for  

entrenchment, 
whether made 
on formation 

or by 
amendment, 
the company 

shall give 
notice to the  
Registrar of 

such 
provisions in 

such form and 
manner as 

may be 
prescribed.

Forms Optional
Co registered 
under this Act 

contain the 
regulations for 
management 

of the 
Company

Contains 
matters as are 

prescribed 
under the 

rules

Entrenchment Provision

Table F,G,H,I & 
J in Schedule I

A company 
may adopt all 
or any of the 
regulations 

contained in 
the model 

articles.

registered 
articles do not 

exclude or 
modify the 
regulations 

contained in 
the model 

articles, those 
regulations 

shall, so far as 
applicable, be 

the regulations 
of that 

company in 
the same 

manner and to 
the extent as if 

they were 
contained in 

the duly 
registered 

articles of the 
company.
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Classification of Capital

Authorized 
Capital

Section 2(8)

Subscribed 
Capital

Section 2(86)

Issued Capital
Section 2(50)

Called-up 
capital

Section 2(15)
Paid-up Capital

Authorized by 
MOA of Co.

Part of capital 
which is for 

the time being

Capital issued 
from time to 

time for 
subscription

Part of the 
capital, 

Total amount 
paid/credited

Maximum 
amount of 

share capital

Subscribed by 
members of 

the Co.

Part of 
authorized 

capital

Which has been 
called for 
payment

as paid up on 
shares issued

Upon which it 
pays stamp 

duty

Nominal amount 
of shares taken 
up by the public

Includes shares 
allotted for 

consideration 
other than cash

Total amount 
called up on 

shares issued

=Called up 
capital-calls in 

arrears

Kinds of share 
capital

Equity share 
capital

Preference 
share capital

With uniform 
voting rights

Preferential 
right with 
respect to

With differential 
voting rights 

(DVR)

a) Payment of 
dividend 

AND

b) Repayment of 
capital in case of 

winding up

Where any notice, advertisement or other official communication or any business letter, bill head 
or letter paper of a company states the authorised capital, the subscribed and paid-up capital must 
also be stated in equally conspicuous characters. A default in this regard will make the company 
and every officer who is in default liable to pay penalty extending Rs. 10,000 and Rs. 5,000 
respectively.

The term ‘share’ which means a share in the share capital of a company and includes 
stock. Shares are a movable property. Every share shall be numbered.
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Doctrines

Doctrine of 
Ultra Vires

Doctrine of 
Indoor 

Management

Doctrine of 
Constructive 

Notice

Exception to 
Doctrine of 

Indoor 
Management

The Doctrine 
of Indoor 

Management 
is the 

exception to 
the doctrine of 

constructive 
notice.

This is the 
doctrine of 

indoor 
management 

popularly 
known as 

Turquand Rule.

Memorandum 
and articles of 
association of 

a company 
when 

registered with 
Registrar of 
Companies, 

become public 
documents, 
and they are 
available for 
inspection to 

any person, on 
the payment 
of a nominal 

fees. 

1. Actual or 
constructive 

knowledge of 
irregularity

The rule does 
not protect any 

person when the 
person dealing 

with the 
company has 

notice, whether 
actual or 

constructive, of 
the irregularity.

Any act done 
or a contract 
made by the 

company 
which travels 
beyond the 

powers of the 
company is 
wholly void 

and 
inoperative in 

law and is 
therefore not 
binding on the 

company

Doctrine of 
constructive 

notice does in 
no sense mean 
that outsiders 
are deemed to 
have notice of 

the internal 
affairs of the 

company

2. Suspicion of 
Irregularity

The doctrine in 
no way, rewards 

those who 
behave 

negligently

The impact of 
the doctrine of 

ultra vires is 
that a 

company can 
neither be 
sued on an 
ultra vires 

transaction, 
nor can it sue 

on it

Whether a 
person reads 

the documents 
or not, he is 

not only 
presumed to 
have read the 

documents but 
also 

understood 
them in their 

true 
perspective 

3. Forgery 
It cannot apply 

to forgery which 
must be 

regarded as 
nullity.

FACTS of the Royal British Bank vs. Turquand

Mr. Turquand was the official manager (liquidator) of the insolvent Cameron’s 
Coalbrook Steam, Coal and Swansea and Loughor Railway Company. It was 
incorporated under the Joint Stock Companies Act, 1844. The company had given a 
bond for £ 2,000 to the Royal British Bank, which secured the company’s drawings on 
its current account. The bond was under the company’s seal, signed by two directors 
and the secretary. When the company was sued, it alleged that under its registered 
deed of settlement (the articles of association), directors only had power to borrow 
up to an amount authorized by a company resolution. A resolution had been passed 
but not specifying how much the directors could borrow.

Held, it was decided that the bond was valid, so the Royal British Bank could enforce 
the terms. He said the bank was deemed to be aware that the directors could borrow 
only up to the amount resolutions allowed. Articles of association were registered 
with Companies House, so there was constructive notice. But the bank could not be 
deemed to know which ordinary resolutions passed, because these were not 
registrable. The bond was valid because there was no requirement to look into the 
company’s internal workings. This is the indoor management rule, that the company’s 
indoor affairs are the company’s problem.

Ashbury Railway Carriage and Iron Company Limited v. Riche-(1875).

The facts of the case are:
The main objects of a company were:
- To carry on the business of mechanical engineers and general contractors.
The directors of the company entered into a contract with Riche, for financing the 
construction of a railway line in Belgium, and the company further ratified this act of 
the directors by passing a special resolution. The company however, repudiated the 
contract as being ultra- vires. And Riche brought an action for damages for breach of 
contract. His contention was that the contract was well within the meaning of the 
word general contractors and hence within its powers. Moreover, it had been ratified 
by a majority of shareholders. 
Held :- However, it was held by the Court that the contract was null and void. It said 
that the terms general contractors was associated with mechanical engineers, i.e. it 
had to be read in connection with the company’s main business. If, the term general 
contractor’s was not so interpreted, it would authorize the making of contracts of any 
kind and every description, for example, marine and fire insurance.
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