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Significant points of OPC:-

@ Only one person as member.

4 Minimum paid up capital — no limit prescribed.

4 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

e 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.
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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.

4 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.



= E
EE Rl -----
== Fy




[ |



o= EOEIE




Section 7 - INCORPORATION OF COMPANY
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Address for Correspondence till its
registered office is established

Particulars of Subscribers to MOA and
First Directors

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

Memorandum and Articles Duly
signed by all the subscribers

Proof of Identity of Subscribers to
MOA and First Directors

Written consent to Acts as director
of The Company

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

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












MOA

Content Charter of Co.
Contains object
Name Clause of Co. for which
it is formed
: Identifies
Registered possible scope
Office Clause of its operations

Liability Clause

Capital Clause

A 4

Association
Clause

Nominee Clause

MOA is a public
document u/s
399 of CA, 2013

A\ 4

Not include
person acting in
professional
capacity eg.
Banker, etc

Limited by shares

Limited by guarantee and not having share capital
Limited by guarantee and having a share capital
Unlimited Company not having share capital

Unlimited Company having share capital

Table A
Table B
Table C
Table D
Table E

Table F
Table H
Table G
Table J
Table |









Doctrine of
Ultra Vires

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

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
onit

Doctrines

Doctrine of
Constructive
Notice

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.

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

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.

Doctrine of
constructive
notice does in
no sense mean
that outsiders
are deemed to
have notice of
the internal
affairs of the
company

Exception to
Doctrine of
Indoor
Management

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.

2. Suspicion of
Irregularity
The doctrine in
no way, rewards
those who
behave
negligently

3. Forgery
It cannot apply
to forgery which
must be
regarded as
nullity.

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.

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.
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