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The concept of Ultra Vires(&fﬁﬁﬁ% dIgr):

In the company law, the ultra vires means “to go beyond the object clause of a memorandum
of association of a company”. The company, being an artificial person, its objects and powers
are specified in the memorandum of association (MoA) of the company. The Memorandum is
the most crucial document for a company. It contains the object clause which enables the
company in achieving its purpose for which it was formed. In India, the doctrine of ultra vires
holds a very important role in the legal framework in order to restrain the companies from
surpassing its power as mentioned in the object clause of the memorandum. The doctrine, in
India, was first accepted in the case of Jahangir R. Modi vs Shamji Ladha in 1866. In this
case, the court held that the directors of the company had acted beyond their scope as
specified in its memorandum. Further, the new companies act, 2013, section 245(1)(a)[4]
aims “to restrain the company from committing an act which is ultra vires the articles or
memorandum of the company”. And under section 245(1)(b)[5] “to restrain the company
from committing the breach of any provision of company’s memorandum or articles”.
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The doctrine of ultra vires is applicable to all companies which are incorporated under
companies act and have separate legal existence in the eyes of law. The companies that are
not registered such as partnership and sole proprietorship will not have the applicability of the
ultra vires, however, the doctrine is applicable to Limited Liability Partnership (LLP) as it is
an artificial being, having separate legal existence and it is governed by LLP agreement
which prevents them from doing unauthorized act to protect the interests of the partners and




creditors and even if such an act is committed by the partners, LLP will not be liable, the
partners are personally held liable. Thus, the doctrine is applicable to only those companies
that are incorporated and have an independent existence in the law.
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The investor has this right as a result of the corporate doesn't become the owner of the money
because it is ultra vires to the corporate and also the investor remains the owner. Further, if
the corporate borrows cash in ultra vires dealings to repay a legal loan, then the investor is
entitled to recover his loan from the corporate.

Sometimes act that is ultra vires may be regularised by the shareholders of the corporate. for
instance:

e If act is ultra vires the facility of administrators, then the shareholders will validate it.
e Ifactis ultra vires the Articles of the corporate, then the corporate will alter the
Articles.

Remember, you cannot bind a corporation through ultra vires contract. Estoppel,
acquiescence, lapse of your time, delay, or approval cannot build it

A3 & U g SR § Fifeh HraRke U o1 Aifeid Tl §-d1 § adifdh I8 HIURT
& forg SHfIBRI & TR § 3R fFawe Hiferss off Ted 81 39 3@, afe HraRe B
BUIHH & (o8 SHFABRT & TR ST H g IUR AT 8, df FA=IH HIURe F SO
FUT TG B BT gHaR 5|

Fl-H1 T8 S o SHTYBRI & TTER BId ©, PIURCE b WRYRD! gRT Hfdd iy o
Ihd g | e & dR |

o TS RAIFTH SFIHRT & FTER U] & JfA4T €, dl WRURS 54 ARG BT |
o e RAIfFEH S & ol & favg §, A HU- ! &1 aed ot

re X, 319 Tt Fa ol SUHRI & d1eR SiaY & 1eay J §1e gl H Jobd |
TET0d, Wipld, 3Mud THG &1 g, <31, AT AT 39 e &1 gahdT g |

Effects of an Ultra Vires Act/ PRI & 913 fUaw & gue

The effects of an ultra vires act may be summed up as follows:

e Anultra vires act is going to be totally void and it'll not bind the corporate; neither the
company nor the outsider will enforce the contract. T 3fIHRI & dTex fAHTH
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Any member of the corporate will bring injunction against the corporate to stop it
from doing any ultra vires act. WW@% W} g foddt ot St RT & e
TF &l DR Y A & [y HRURT o Ry fHuurm argm

The administrators of the corporate are going to be in person susceptible to keep the
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Since ultra vires contracts are treated as invalid from the kick-off, it cannot become
intra vires by reason of rule of evidence or approval. i% BRI & dEx Gl_:],_d%ﬁ
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Ultra vires borrowing doesn't produce the link of mortal and person. the sole
attainable remedy in such case is in rem and not in personam. PRI & e FUR
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Types of Ultravires Acts/ SfRIPRI & S18% P MFUFTH & UHR

There are 3 sorts of ultra vires acts, that mentioned below:

Ultra Vires the memo by the corporate Acts performed by the corporate that are on
the far side or beyond the powers granted to that within the memo are ultra vires.

HIORET GRT AH! BT 3T IR HAT § - HIURE gRT fby 7T Ao S A &
iR <1 112 wfaadl @ 9gd R T1 ST W &, ISR & e B
Ultra Vires the Articles, intra vires the corporate These are acts performed on the far

side the powers granted to the corporate by its Articles of Association, however that
are still inside the powers of its memo. These acts are ultra vires the Articles, however
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Ultra Vires the administrators, however intra vires the corporate. These are acts
performed by the company’s administrators that are ultra vires their authority,

however intra vires the corporate as an entire. BRI o TR QSlfIiEIQEQ, gIdifdh
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Ultra vires acts cannot be sanctioned. this implies that when somebody commits
Associate in Nursing ultra vires act, that act cannot retroactively be created valid. it's




for good invalid and on the far side the scope of that actoror’s powers, as granted to

him by the company’s memo. PRI & dTER Wﬁ@ﬁﬂﬁ[ﬂﬁl
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Exception to the Doctrine of Ultravires/ IRPRI & digy bl ﬁl@'l?[ DT AYUdl

e An act, that is intra vires the corporate however outside the authority of the
administrators is also sanctioned by the shareholders in correct form. Udh &Ffﬁﬁtl'q,
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e Actthat is intra vires the corporate however drained the act in irregular manner, is
also valid by the consent of the shareholders. The law, however, doesn't need that the
consent of all the shareholders ought to be obtained at identical place and within the
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e |f the corporate has nonheritable property through an investment, that is ultra vires,
the companys right over such a property shall still be secured. gfe HIURT & U1y
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e Whereas applying philosophical system of ultra vires, the consequences that are
incidental or important to the act shall not be invalid unless they're expressly
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e There are sure acts underneath the corporate law, that tho' not expressly declared
within the memo, are deemed impliedly inside the authority of the corporate and so
they're not deemed ultra vires. for instance, a business company will raise its capital
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e If act of the corporate is ultra vires the articles of association, the corporate will alter
its articles so as to validate the act. TG &1 &1 HAFTY T & 3fwsal & (a9
g, A St ST & 717 A & e 3o ol o aRad= st |




Relevant Cases Related To Doctrine Of Ultra Vires/ @RI & 9183 & Rigid @
Ashbury Railway Carriage and Iron Company Ltd v. Riche, (1875) L.R. 7 H.L.. 653.,
Fact of the case/ HTHA BT d:

In this case, the objects of the corporate as expressed within the objects clause of its
memorandum, were to build and sell, or lend on rent railway carriages and wagons, and every
one styles of railway plaint, fittings, machinery and wheeled vehicle to hold on the business
of mechanical engineers and general contractors to get and sell as merchants timber, coal,
metal or different materials; and to shop for and sell any materials on commissions or as
agents. The administrators of the corporate entered into a contract with material resource for
finance a construction of a railway line in European nation. All the members of the corporate
legal the contract, however in a while the corporate unacknowledged it. Riche sued the
corporate for breach of contract.
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Issue of the case/ ATHA HT Hel

Whether the contract was valid and if not, whether or not it may well be legal by the

members of the company? T 38 IY YT 3R afE T, O o1 T8 HUt & Y=l gRIT
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According to House of Lords/ 813% A6 dAleg & IR

The contract was on the far side the objects as outlined within the objects clause of its
memorandum and so it absolutely was void. the corporate had no capability to formalise the

contract. IEY ISP JTUA & 3Heoiae Farsl & HiaR IfcaRad awgsli ¥ 9gd g T 3R
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Decision/ B

The House of Lords has control that associate ultra vires act or contract is void in its origin
and its void as a result of the corporate had not the capability to create it and since the
corporate lacks the capability to create such contract, however it will have capability to
formalise it. If the shareholders are allowable to formalise associate ultra vires act or contract,
it'll be nothing however allowing them to try and do the terribly factor that, by the Act of
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Parliament, they're prohibited from doing.The House of Lords has expressed the read that a
corporation incorporated beneath the businesses Act has power to try and do solely those
things, that are approved by its objects clause of its memorandum, and something not
therefore approved is ultra vires the corporate and can't be legal or created effective even by
the unanimous agreement of the members. The Company cannot be prosecuted supported

associate ultra vires Contract. WWE@WW%%WW%W
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Evans v. Brunner Mond & Company

Fact of the case/ HTHA BT dH

In this case, a corporation was incorporated for carrying on business of producing chemicals.
The objects clause within the memoranda of the corporate approved the corporate to try and
do all such business and things as perhaps incidental or semi-conducting to the attainment of
the higher than objects or any of them by a resolution the administrators were approved to
distribute a hundred thousand out of surplus backlog to such universities in U.K. as they may

choose for the furtherance of research project and education. g9 qHa ff, TG & IATGH
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The resolution was challenged on the bottom that it absolutely was on the far side the objects
clause of the memoranda and so it absolutely was ultra vires the facility of the corporate. the
administrators well-tried that the corporate had nice issue find trained men and also the
purpose of the resolution was to encourage scientific coaching of additional men to alter the

corporate to recruit workers and continue its progress. Wﬁﬂﬁmﬁ?ﬁﬂﬁ ot fop
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Decision/ m:

The court control that the expenditure approved by the resolution was necessary for the
continuing progress of the corporate as chemical makers and therefore the resolution was
incidental or semiconducting to the attainment of the most object of the corporate and
consequently it absolutely was not ultra vires. Acts incidental or ancillary are those acts, that
have an affordable proximate reference to the objects expressed within the objects clause of
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