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ARTICLES OF ASSOCIATION

The Articles of Association of a company shall contain the regulations for management
of the company. The articles of association of a company are its bye-laws or rules and
regulations that govern the management of its internal affairs and the conduct of its
business. The articles play a very important role in the affairs of a company. It deals with
the rights of the members of the company inter se. They are subordinate to and are
controlled by the memorandum of association. The general functions of the articles
have been aptly summed up by Lord Cairns, L.C. in Ashbury Railway Carriage and Iron
Co. Ltd. v. Riche (1875) as follows:

“The articles play a part that is subsidiary to the memorandum of association. They
accept the memorandum of association as the charter of incorporation of the company,
and so accepting it, the articles proceed to define the duties, rights and powers of the
governing body as between themselves and the company at large, and the mode and
form in which business of the company is to be carried on, and the mode and form in
which changes in the internal regulations of the company may from time to time be
made... The memorandum, is as it were... the area beyond which the action of the
company cannot go; inside that area shareholders may make such regulations for the

governance of the company as they think fit”.
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Distinction between Memorandum and Articles of Association

The main points of distinction between the memorandum and articles are given below:

1. Memorandum of association is the charter of the company and defines the
fundamental conditions and objects for which the company is granted incorporation.
Articles of association are the rules and regulations framed to govern this internal

management of the company.

2. Clauses of the memorandum cannot be easily altered. They can only be altered in
accordance with the mode prescribed by the Act. In some of the cases, alteration
requires the permission of the Central Government or the Court. In the case of
articles of association, members have a right to alter the articles by a special
resolution. Generally there is no need to obtain the permission of the Court or the

Central Government for alteration of the articles.

3. Memorandum of association cannot include any clause contrary to the provisions of
the Companies Act. The articles of association are subsidiary both to the Companies

Act and the memorandum of association.

4. The memorandum generally defines the relation between the company and the
outsiders, while the articles regulate the relationship between the company and its

members and between the members inter se.

5. Acts done by a company beyond the scope of the memorandum are absolutely void
and ultra vires and cannot be ratified even by unanimous vote of all the shareholders.

But the acts of the directors beyond the articles can be ratified by the shareholders.



Lecture Notes: Business Law Prof. Abhishek Shahu

Contents of Articles of Association

The articles set out the rules and regulations framed by the company for its own
working. The articles should contain generally the following matters:

. Exclusion wholly or in part of Table F.

. Adoption of preliminary contracts.

. Number and value of shares.

. Issue of preference shares.

. Allotment of shares.

. Calls on shares.

. Lien on shares.

. Transfer and transmission of shares.
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. Nomination.

10. Forfeiture of shares.

11. Alteration of capital.

12. Buy back.

13. Share certificates.

14. Dematerialisation.

15. Conversion of shares into stock.

16. Voting rights and proxies.

17. Meetings and rules regarding committees.

18. Directors, their appointment and delegations of powers.
19. Nominee directors.

20. Issue of Debentures and stocks.

21. Audit committee.

22. Managing director, Whole-time director, Manager, Secretary.

23. Additional directors.
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24. Seal.

25. Remuneration of directors.

26. General meetings.

27. Directors meetings.

28. Borrowing powers.

29. Dividends and reserves.
30. Accounts and audit.

31. Winding up.

32. Indemnity.

33. Capitalisation of reserves.

Prof. Abhishek Shahu

Utmost caution must be exercised in the preparation of the articles of association of a

company



