
 

TABLE OF CONTENTS 
EXAM NOTES .................................................................................................................................................................... 2 

TOPIC 2: REGISTRATION AND EFFECTS  ........................................................................................................................ 3 

TOPIC 3: TYPES OF COMPANIES   .................................................................................................................................. 8 

TOPIC 4: THE CONSTITUTION AND REPLACABLE RULES  ............................................................................................ 13 

TOPIC 5: SHARE CAPITAL, DEBT CAPITAL AND DIVIDENDS  ........................................................................................ 18 

TOPIC 6: DIRECTORS, MEMBERS AND CORPORATE DECISION-MAKING  ................................................................... 30 

TOPIC 7: CORPORATE CONTRACTING  ........................................................................................................................ 42 

TOPIC 8: DIRECTORS’ DUTIES  ..................................................................................................................................... 49 

TOPIC 9: CONSEQUENCES OF CONTRAVENTION AND RELIEF FROM LIABILITY  ......................................................... 73 

TOPIC 10: MEMBERS’ REMEDIES ................................................................................................................................ 78 

TOPIC 11: CORPORATE MORTALITY  ........................................................................................................................... 89 

 

LEGIGLATION PACK  ........................................................................................................................................................ 93 

TOPIC 2: REGISTRATION AND EFFECTS  ...................................................................................................................... 94 

TOPIC 3: TYPES OF COMPANIES   .............................................................................................................................. 111 

TOPIC 4: THE CONSTITUTION AND REPLACABLE RULES  .......................................................................................... 118 

TOPIC 5: SHARE CAPITAL, DEBT CAPITAL AND DIVIDENDS  ...................................................................................... 126 

TOPIC 7: CORPORATE CONTRACTING  ...................................................................................................................... 151 

TOPIC 8: DIRECTORS’ DUTIES  ................................................................................................................................... 154 

TOPIC 9: CONSEQUENCES OF CONTRAVENTION AND RELIEF FROM LIABILITY  ....................................................... 172 

TOPIC 10: MEMBERS’ REMEDIES .............................................................................................................................. 196 

TOPIC 11: CORPORATE MORTALITY  ......................................................................................................................... 205 

 

 

 

 

 

 

 

 



 

 

 

 

 

 

 

 

 

 

CORPORATIONS LAW  

NOTES 

  



TOPIC 2: REGISTRATION AND EFFECTS 

 

I. CREATING THE SEPARATE LEGAL ENTITY 

Registering a company  

A process as per Section 117 CA, which must include information listed in section 117(2) 

- Section 117(2): Type of company, proposed name, details of shares, details of members and directors etc. 

- Section 118 CA: ASIC will issue a certificate of registration when section 117 CA has been complied and issue 

certificate stating company name (188 (1)(c)(i)) and ACN (188(1)(c)(ii)  

II. THE COMPANY BECOMES A SEPARATE LEGAL ENTITY 

As per section 119 a new (artificial) legal person comes into existence, separate and distinct from 

shareholders/directors and employees (Salomon) 

Attributes of a separate legal personality  

1. A shareholder’s liability for the company’s debts is limited to paying any unpaid purchase price for the 

shares – section 516 

• E.g. A company issues 100 shares at $1 per share. Company accepts part payment of $50 and the 

other called some other time. Hence, a debt of only $50 needs to be paid when required and no 

more 

2. The company has perpetual succession 

• A company will continue to exist until deregistered. Even if directors change or shareholders change 

the company will continue to exist  

3. The company has some special legal powers and capacities – section 124(1) 

• The company has all the legal powers of an individual PLUS a number of powers that are particular 

to bodies corporate. These include the power to –  

‐ Issue or cancel shares 

‐ Issue debentures: A kind of load agreement where lenders together lend a sum to the 

company 

‐ Grant options over unissued shares: If an employee performs well, then the company will 

give 5000 shares as a reward  

‐ Give security over uncalled capital  

• However, a company cannot appear in court or marry  

4. Companies are independent legal entitles separate from their corporate groups (Walker). A subsidiary of a 

company is legally independent from the holding company (Industrial Equity)  

5. A member of a company (even if sole member) can function in a dual capacity and enter into contracts with 

the company (Lee) 

 

III. THE SEPARATE LEGAL ENTITY (SLE) DOCTRINE AND LIMITED LIABILITY 

Salomon v Salomon & Co Ltd (1897) 

FACTS:  
Mr Salomon a sole trader (hence no protection of assets as a sole trader). Under the consolidation act, requires 7 
shareholders as required back then. Mr S was a creditor. Mr S gathered 7 people however Mr S owned almost all 
the shares – leaving only a few for the rest of his shareholders.  Company still owed 10000 pounds to Mr S. Mr S 
secured the repayment of 10000 with a charge over the company’s assets. If company fails to pay back the 
amount, and becomes insolvent, then Mr S can sell the assets of the company to recoup the money owed to him. 
If company is broke and cannot pay up, people with a security gets paid first. Company became insolvent and 
owed money to unsecured trade creditor who was a claim in debt in court. Mr S however had a security over the 
property of the company.  
ISSUE:  



Is a 7-member company legitimate if just one shareholder has control?  
Could that shareholder be a creditor of the company, with priority over other (unsecured) creditors? 
Who was entitled to what? 
HELD:  
Court of Appeal: Legislation was never intended to be used by a sole trader. To allow such arrangement was a 
scandal – as a shareholder not required to pay. 
House of Lords: Court of appeal was completely wrong. Plain reading of the act (black letter). What the act 
actually said. The company had been registered a separate legal entity. Business belonged to the company and 
not Mr S. Company required 7 members. Act says nothing about having equal number of shares. Irrelevant that 
Mr Shad most of the shares. Nothing illegitimate, even if one person controlled the business, or that the business 
wad the same even before incorporation (same), profits flowing into the same hands Mr S.  
As the company was separate from the incorporated it was quite legal and proper for S to be a secured creditor 
and shareholder, to lend money and have a security and seek repayment of money owned. S had priority as he 
was secured.  
 
 

 


