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Companies Act, No. 07 of 2007

[Certified on 20th March, 2007]
L.D. — 0. 44/2005

AN ACT 10 AMEND AND CONSOLIDATE THE LAW RELATING TO
CoMPANIES

BE it enacted by the Parliament of the Democratic Socialist
Republic of Sri Lanka as follows :-

1. (1) This Act may be cited as the Companies Act, No. GFort title and
of 2007. date of
operation.
(2) The provisions of this Act shall come into operation
on such date (hereinafter referred to as the “appointed date”)
as the Minister may appoint, by Order published in the
Gazette.

PART |
INcorPORATIONOF COMPANIESAND RELATED MATTERS
ESSENTIALCHARACTERISTICSOF COMPANIES

2. (1) A company incorporated under this Act shall, biyegal status and
the name by which it is registered from time to time, beCapacity of a
body corporate. company.

(2) A company shall have, both within and outside Sri
Lanka—

(a8 subject to the provisions of section 13 of the Act,
the capacity to carry on or undertake any business
or activity, do any act or enter into any transaction ;
and

(b) subject to the provisions of any written law of Sri
Lanka or of any other country, all the rights, powers
and privileges necessary for the purposes of

paragraphd).

2 —PL 000786—425 (11/2005)
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3. (1) A company incorporated under this Act may be
either—

(8 a company that issues shares, the holders of which
have the liability to contribute to the assets of the
company, if any, specified in the company’s articles
as attaching to those shares (in this Act referred to as
a “limited company”) ; or

(b) a company that issues shares, the holders of which
have an unlimited liability to contribute to the assets
of the company under its articles (in this Act referred
to as an “unlimited company”) ; or

() acompany that does not issue shares, the members
of which undertake to contribute to the assets of the
company in the event of its being put into
liquidation, in an amount specified in the company’s
articles (in this Act referred to as a “company limited
by guarantee”).

(2) Where a limited company is incorporated as a private
company or as an off-shore company, the provisions of Part I
or Part Xl shall apply respectively, to such a company.

INCORPORATION OF COMPANIES

4. (1) Subject to the provisions of subsection (2), any
person or persons may apply to incorporate a company, other
than a company limited by guarantee, by making an
application for the same to the Registrar in the prescribed
form signed by each of the initial shareholders, together with
the following documents :-

(@) a declaration stating that to the best of such person
or persons knowledge, the name of the company is
not identical or similar to that of an existing
company ;
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(b) the articles of association of the company, if different
from the articles set out in the First Schedule hereto,
and signed by each of the initial shareholders ;

(¢) consentfrom each of the initial directors under section
203, to act as a director of the company ; and

(d) consent from the initial secretary under subsection
(2) of section 221, to act as secretary of the company.

(2) A company shall have not less than two shareholders,
provided that a company may have a single shareholder where
such single shareholder is the Secretary to the Treasury who
is holding shares on behalf of the Government of Sri Lanka
or is an individual or a body corporate.

5. (1) On receipt of a properly completed applicatiomcorporation of
for incorporation in the prescribed form, the Registrar shalla-company.

(@) enterthe particulars of the company on the Register ;

(b) assign a unique number to that company as its
company number ; and

(o) issue a certificate of incorporation in the prescribed
form to the applicant company.

(2) The certificate of incorporation issued under
subsection (1) shall specify—

(& the name and number of the company ;

(b) the date on which the company was incorporated ;

(0 whether the company is a limited company, an
unlimited company or a company limited by
guarantee ;

(d) whether the company is a private company ; and

(& whether the company is an off-shore company ;
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(3) A certificate of incorporation issued under this section
in-respect of any company, shall be conclusive evidence of
the fact that—

(a) all the requirements under this Act relating to the
incorporation of a company have been complied
with ; and

(b) the company has been incorporated under this Act
on the date specified in such certificate of
incorporation.

Cowmpany NAMES

Requirements as 6. The name of every—
to name.
(@ limited company other than a listed company, shall
end in the word “Limited” or by the abbreviation
“Ltd" ;

(b) private company, shall end in the words “(Private)
Limited” or by the abbreviation “(Pvt) Ltd" ; and

(¢) limited company which is a listed company, shall
end in the words “Public Limited Company” or by
the abbreviation “PLC".

Restrictions on 7. (1) A company shall not be registered by a name
names. which—

(8 is identical with the name of any other company or
of any registered overseas company ;

(b) contains the words “Chamber of Commerce”, unless
the company is a company which is to be registered
under a licence granted under section 34 without
the addition of the word “Limited” to its name ; or
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(¢) s in the opinion of the Registrar, misleading.

(2) Except with the consent of the Minister given having
regard to the national interest, no company shall be registered
by a name which contains the words :(—

(@ “President”, “Presidential” or other words which in
the opinion of the Registrar suggest or are calculated
to suggest, the patronage of the President or
connection with the Government or any Government
Department ;

(b) “Municipal”, “incorporated” or other words which
in the opinion of the Registrar suggest or are
calculated to suggest, connection with any
Municipality or other local authority or with any
society or body incorporated by an Act of
Parliament ;

() “Co-operative” or “Society” ; or

(d) “National”, “State” or “Sri Lanka” or other words
which in the opinion of the Registrar suggest or are
calculated to suggest, any connection with the
Government or any Government Department.

(3) In determining for the purposes of subsection (1)
whether one name is identical with another, the following
words shall be disregarded :—

(@ theword “the”, where it is the first word of the name ;

(b) the following words and expressions, where they
appear at the end of the name :

(i) “company” ;
(i) “and company” ;

(i) “company limited” ;
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(iv) *“and company limited” ;
(v) “limited” ;
(vi) “unlimited” ;
(vii)y “(Private) limited” ;
(viii) “Public Limited Company” ;

(c) abbreviations referred to in section 6, where they
appear at the end of the name ;

(d) type and case of letters, accents, spaces between
letters and punctuation marks ; and

(¢ “and” or“&".
Change of 8. (1) A company may change its name by special
name. resolution with the prior approval in writing of the Registrar.

(2) Where a company has resolved to change its name
under subsection (1), it shall within ten working days of the
change, give notice of the change to the Registrar in the
prescribed form.

(3) Upon receiving notice that a company has changed
its name, the Registrar shall—

(@) enter the new name on the Register in place of the
former name ; and

(b) issue a fresh certificate of incorporation in the
prescribed form, altered to indicate—

() the change of name ; and

(i) where the company has become or has ceased
to be a private company, the fact of that change.
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(4) The change of name shall not affect any rights or
obligations of the company, or render ineffective any legal
proceedings by or against the company. Any legal
proceedings that might have been continued or commenced
against it by its former name, may be continued or commenced
against it by its new name.

(5) Where a company fails to comply with
subsection (2)—

(@ the company shall be guilty of an offence and be
liable on conviction to a fine not exceeding fifty
thousand rupees ; and
(b) every officer of the company who is in default shall
be guilty of an offence and be liable on conviction
to a fine not exceeding fifty thousand rupees.
9. (1) A company shall within thirty working days ofpyplic notice of
its incorporation under this Act, give public notice of itsame.
incorporation, specifying —

(@ the name and company number of the company ;
and

(b) the address of the company’s registered office.

(2) Where a company changes its name in accordance
with the provisions of section 8, it shall within twenty working
days of such change give public notice of it, specifying—

(@) the former name of the company ;

(b) the company number ;

(¢) the address of the registered office of the company ;
and

(d) the new name of the company.
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(3) Where a company fails to publish the notice required
under subsection (1) or (2) :—

(@ the company shall be guilty of an offence and be
liable on conviction to a fine not exceeding fifty
thousand rupees ; and

(b) the Registrar shall cause the relevant notice to be
published.

Direction to 10. (1) Notwithstanding the provisions of section 7, the
change name.  Registrar may direct a company to change its name in the
following circumstances :(—

(@ where through inadvertence or otherwise, it has been
registered with a name which contravenes the
provisions of section 6 ;

(b) a request is made to the Registrar to do so within
three months of the company giving public notice
of the name objected to under section 9, by another
company or by a registered overseas company,
where—

(i) the name of the first-mentioned company is
so similar to the name of the requesting
company thatitis likely to cause confusion ;
and

(ii) the requesting company was registered with
its current name before the first-mentioned
company was registered with the name
objected to ; or

() arequest is made to the Registrar to do so by any
person and the Registrar is satisfied that the name
was not applied for in good faith for the purpose of
identifying the company.
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(2) A company shall comply with a direction issued by a
Registrar under subsection (1) within a period of six weeks
from the date of the issue of such direction, or such longer
period as the Registrar may in his discretion permit.

(3) A company which fails to comply with a direction
issued under this section shall be guilty of an offence and be
liable on conviction to a fine not exceeding two hundred
thousand rupees.

11. (1) Where acompany ceases to be a private compathange of name
it shall be deemed to have resolved to change its nameien change of
accordance with the provisions of subsection (1) of sec'uﬁl’a\t”S of
8, by omitting the word “(Private)”. mpany.

(2) Where a company which was not a private company
becomes a private company under section 29, it shall be
deemed to have resolved to change its name in accordance
with the provisions of subsection (1) of section 8 by
substituting for the word “Limited” at the end of its name, of
the words “(Private) Limited”.

(3) Where a limited company becomes a listed company,
it shall be deemed to have resolved to change its name in
accordance with the provisions of subsection (1) of section 8
by substituting for the word “Limited” at the end of its name,
of the words “Public Limited Company”.

(4) Where a limited company ceases to be a listed
company, it shall be deemed to have resolved to change its
name in accordance with the provisions of subsection (1) of
section 8, by substituting for the words “Public Limited
Company” at the end of its name, of the word “Limited”.

(5) Where a company is deemed to have resolved to
change its name under this section, it shall within ten working
days of such change, give public notice of the change and
send a copy of such notice to the Registrar, and the provisions
of subsections (3) and (4) of section 8, shall apply to and in
relation to such change of name.
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(6) Where a company fails to comply with the
requirements of subsection (5) —

@)

(b)

12.

the company shall be guilty of an offence and be
liable on conviction to a fine not exceeding fifty
thousand rupees ; and

every officer of the company who is in default shall
be guilty an offence and be liable on conviction to
a fine not exceeding fifty thousand rupees.

(1) A company shall ensure that its name and its

company number are clearly stated in—

@)
(b)

©

(d)

©®

)

all business letters of the company ;

all notices and other official publications of the
company ;

all bills of exchange, promissory notes,
endorsements, cheques and orders for money or
goods signed on behalf of the company ;

all invoices, receipts and letters of credit of the
company ;

all other documents issued or signed by the
company which creates or is evidence of a legal
obligation of the company ; and

the company seal, if any.

(2) Every company shall ensure that its name and its
company number are clearly displayed at its registered office.

(3) Where a company fails to comply with the provisions
of subsection (1) or subsection (2)—

@)

the company shall be guilty of an offence and be
liable on conviction to a fine not exceeding fifty
thousand rupees ; and
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(b) every officer of the company who is in default shall
be guilty of an offence and be liable on conviction
to a fine not exceeding fifty thousand rupees.

(4) Where—

(@) a document that creates or is evidence of a legal
obligation of a company, is issued or signed by or
on behalf of the company ; and

(b) the name and company number of the company are
not correctly stated in the document,

every person who issued or signed the document will be
liable to the same extent as the company if the company
fails to discharge the obligation, unless-

(¢) the person who issued or signed the document
proves, that the person in whose favour the
obligation was incurred was aware at the time the
document was issued or signed, that the obligation
was incurred by the company ; or

(d) the court is satisfied that it would not be just and
equitable for that person to be so liable.

(5) Forthe purposes of subsections (1) and (2), a company
may use a generally recognized abbreviation of any word in
its name, unless it is misleading to do so.

ARTICLESOFASSOCIATION
13. The articles of association of a company may provid@ntents of
for any matter not inconsistent with the provisions of this Agfticles.
other than the First Schedule hereto, and in particular may

provide for—

(@) the objects of the company ;
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(b) the rights and obligations of shareholders of the
company ; and

() the management and administration of the company.

14. The articles of association set out in the First
Schedule hereto (hereinafter referred to as “model articles”)
shall apply in respect of any company other than a company
limited by guarantee, except to the extent that the company
adopts articles which exclude, modify or are inconsistent
with the model articles.

15. (1) Subject to the provisions of this Act and any
conditions contained in its articles, a company may at any
time by special resolution —

(2) adopt new articles ;

(b) if it has articles which differ from the articles of
association set out in the First Schedule, adopt such
articles as its articles ; or

(o) alter its articles.

(2) Where a company by a special resolution alters its
articles, it shall give notice of such resolution to the Registrar
within ten working days, setting out in full the text of the
resolution and of any new articles or of any alterations to the
company’s articles.

(3) Where a company fails to comply with the requirement
of subsection (2)—

(@) the company shall be guilty of an offence and be
liable on conviction to a fine not exceeding fifty
thousand rupees ; and

(b) every officer of the company who is in default shall
be guilty of an offence and be liable on conviction
to a fine not exceeding fifty thousand rupees.
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16. Subject to the provision of section 89, the articles &ffect of articles.
a company shall bind the company and its shareholders as if
there were a contract between the company and its
shareholders. In particular, all money payable by any
shareholder to the company under the articles, shall be a debt
due from that shareholder to the company.

17. (1) Where the articles of a company sets-out thfect of
objects of the company, there shall be deemed to bé&tement of
restriction placed by the articles in carrying on any busint%? iféz_m
or activity that is not within those objects, unless the articles

expressly provide otherwise.

(2) Where the articles of a company provide for any
restriction on the business or activities in which the company
may engage—

(@) the capacity and powers of the company shall not
be affected by such restriction ; and

(b) no act of the company, no contract or other
obligation entered into by the company and no
transfer of property by or to the company, shall be
invalid by reason only of the fact that it was done in
contravention of such restriction.

(3) Nothing in subsection (2) shall affect —

(@) the ability of a shareholder or director of the
company to make an application to court under
section 233 to restrain the company from acting in a
manner inconsistent with a restriction placed by the
articles, unless the company has entered into a
contract or other binding obligation to do so; or

(b) the liability of a director of the company for acting
in breach of the provisions of section 188.
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Right of 18. (1) A shareholder has a right at any time to request
Shareh?'tdhe's 0 a 3 company in writing for a copy of the articles of the company,
e/l and subject to subsection (2), the company shall comply
' with such request within five working days of the date of
receipt and such request.

(2) A company to which a request is made under
subsection (1) may—

(a) require the shareholder to pay a fee of not more than
five hundred rupees before providing a copy of the
articles; or

(b) decline to provide a copy of the articles, if a copy
has been provided to that shareholder within the
previous six months.

(3) Where a company fails to comply with the
requirements of subsection (1) —

(@) the company shall be guilty of an offence and be
liable on conviction to a fine not exceeding two
hundred thousand rupees; and

(b) every officer of the company who is in default shall
be guilty of an offence and be liable on conviction
to a fine not exceeding one hundred thousand
rupees.

Company ConTRACTSETC.

Method of 19. (1) A contract or other enforceable obligation may
contracting. be entered into by a company as follows :—

(@ an obligation which, if entered into by a natural
person is required by law to be in writing signed by
that person and be notarially attested, may be
entered into on behalf of the company in writing
signed under the name of the company by —

() two directors of the company;
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(iiy ifthere be only one director, by that director ;

(i) if the articles of the company so provide, by
any other person or class of persons; or

(iv) one or more attorneys appointed by the
company,

and be notarially executed;

(b) an obligation which, if entered into by a natural
person is required by law to be in writing and signed
by that person, may be entered into on behalf of the
company in writing signed by a person acting under
the company’s express or implied authority;

() an obligation which if entered into by a natural
person is not required by law to be in writing, may
be entered into on behalf of the company in writing
or orally, by a person acting under the company’s
express or implied authority.

(2) The provisions of subsection (1) shall apply to a
contract or other obligation —

(@ whether or not that contract or obligation is entered
into in Sri Lanka; and

() whether or not the law governing the contract or
obligation is the law of Sri Lanka.

(3) For the purpose of this section, a company may use a
generally recognised abbreviation of any word in the name,
unless it is misleading to do so.

20. (1) Subject to its articles, a company may by a&ttorneys.
instrument in writing executed in accordance with the
provisions of section 19, appoint a person as its attorney
either generally or in relation to a specified matter.



16 Companies Act, No. 07 of 2007

(2) Any act of the attorney carried out in accordance with
the instrument referred to in subsection (1), shall be binding
on the company.

(3) The provisions of the Powers of Attorney Ordinance
(Chapter 122) and the law relating to powers of attorney
executed by a natural person, shall with necessary
modifications, apply in relation to a power of attorney
executed by a company to the same extent as if the company
was a natural person, and as if the commencement of the
liquidation or if there is no liquidation, the removal of the
company from the Register, was the death of a person.

Authority of 21. (1) A company or a guarantor of an obligation of

g]'(][ieccef:’srsénd the company or any person claiming under the company,

agents. may not assert against a person dealing with that company or
with any person who has acquired rights from the company,
that —

(@) the articles of the company have not been complied
with ; or

(b) the persons named in the most recent notice filed
under section 223 or the annual return delivered
under section 131of this Act, are not the directors or
the secretary of the company, as the case may be ; or

() aperson held out by a company as a director, officer
or agent of the company—

() has not been duly appointed; or

(i) does not have authority to exercise the powers
and perform the duties that are customary in
the business of the company or are normal for
a director, officer or agent of a company
carrying on business of the kind carried on by
that company; or
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(d) adocumentissued by any director, the secretary of
the company or by any officer or agent, with actual
or normal authority to issue the document, is not
valid or genuine,

unless that person has, or by virtue of that person’s position
with or relationship to the company, ought to have
knowledge to the contrary.

(2) The provisions of subsection (1) shall apply evenin a
situation where a person referred to in paragréaphs (d) of
that subsection acts fraudulently or forges a document that
appears to have been signed on behalf of the company, unless
the person dealing with the company or who has acquired
rights from the company, has actual knowledge of such fraud
or forgery.

22. Subjectto the provisions of subsection (3) of sectiot constructive
105, a person shall not be affected by or deemed to hagce.
notice or knowledge of the contents of the articles of company
or any other document relating to a company, by reason only
of the fact that it has been delivered to the Registrar for filing
or is available for inspection at any office of the company.

PRE-INCORPORATIONCONTRACTS

23. (1) For the purpose of this section and sections P%- _
. . “ . . _Incorporation
and 25 of this Act, the expression “pre-incorporatiof)iacts may be
contract” means — ratified.

(@) a contract purported to have been entered into by a
company before its incorporation; or

(b) a contract entered into by a person on behalf of a
company before and in contemplation of its
incorporation.
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(2) Notwithstanding anything to the contrary in any law,
a pre-incorporation contract may be ratified within such
period as may be specified in the contract or if no such period
is specified, within a reasonable time after the incorporation
of such company, in the name of which or on behalf of which
it has been entered into.

(3) A pre-incorporation contract that is ratified under
subsection (2), shall be as valid and enforceable as if the
company had been a party to the contract at the time it was
entered into.

(4) A pre-incorporation contract may be ratified by a
company in the same manner as a contract may be entered
into on behalf of a company under section 19.

24. (1) Notwithstanding anything to the contrary in any
law, in a pre-incorporation contract, unless a contrary intention
is expressed in the contract, there shall be an implied warranty
by the person who purports to enter into such contract in the
name of or on behalf of the company—

(@) that the company will be incorporated within such
period as may be specified in the contract, or if no
period is specified, within a reasonable time after
the making of the contract; and

(b) thatthe company will ratify the contract within such
period as may be specified in the contract or if no
period is specified, within a reasonable time after
the incorporation of such company.

(2) The amount of damages recoverable in an action for
breach of an implied warranty referred to in subsection (1),
shall be the same as the amount of damages that may be
recoverable in an action against the company for damages
for breach by the company of the unperformed obligations
under the contract, if the contract had been ratified by the
company.
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(3) Where after its incorporation, a company enters into a
contract in the same terms as or in substitution for, a pre-
incorporation contract (not being a contract ratified by the
company under section 23), the liability of a person under
subsection (1) shall be discharged.

25. Where a company has acquired property pursuanktore to
a pre-incorporation contract that has not been ratified byatifg.
company after its incorporation, a court may on an application
made in that behalf by the party from whom the property was
acquired, make an order —

(a) directing the company to return property acquired
under the pre-incorporation contract, to that party;

(b) validating the contract in whole or in part; or

() granting any other relief in favour of that party
relating to that property acquired.

AUTHENTICATION OF DOCUMENTSBY COMPANY

26. A document or record of proceedings requirifghentication
authentication by a company shall be signed by a directafpcuments
secretary, or other authorised officer of the company. by company.

PART 1l
Private ComPANIES

27. The articles of a private company shall incluéigcles of a

provisions which— private
company.

(@) prohibit the company from offering shares or other
securities issued by the company to the public; and

(b) limit the number of its shareholders to fifty, not
including shareholders who are—

() employees of the company; or
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(i) former employees of the company who
became shareholders of the company while
being employees of such company and who
have continued to be shareholders after
ceasing to be employees of the company.

Company 28. (1) If a private company alters its articles in such a
ceasing to be a  way that the articles no longer comply with the requirments
private of section 27—

company.

(@) the company shall cease to be a private company;

(b) provisions of sections 30 and 31 shall cease to apply
to that company; and

(¢) the company shall be deemed to have changed its
name in accordance with section 11.

(2) If a private company fails to comply with the
requirements specified in section 27—

(@) the company shall cease to be a private company;

(b) provisions of sections 30 and 31 shall cease to apply
to that company; and

(¢) the company shall be deemed to have changed its
name in accordance with section 11.

(3) The court may determine that provisions of subsection
(2) shall not apply in respect of failure by a private company,
where it is satisfied that—

(@ the failure to comply was due to inadvertence;

(b) the failure to comply has been rectified; or

(¢) in all the circumstances of the case it is just and
equitable to reach such determination.
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29. Where a limited company alters its articles so thabmpany may
the articles comply with the requirement of section 27— become a private
company.

(@ the company shall become a private company; and

(b) the company shall be deemed to have changed its
name in accordance with the provisions of
section 11.

30. (1) A private company may by unanimouU%rivate
resolution of its shareholders dispense with the keepingcofpanies need
an interests register, and while such a resolution is in foré@ keep interests
no provision of this Act which requires any matter to be enteréd'>*®"
in the interests register of a company, shall apply to such
private company.

(2) A unanimous resolution under subsection (1) shall
cease to have effect, if any shareholder gives notice in writing
to the company, that he requires it to keep an interests register.

31. (1) Where all the shareholders of a private compaiyanimous
agree in writing to any action which has been taken, or isaﬁieemgt of
be taken by the company— shareholders.

(@) the taking of that action is deemed to be validly
authorised by the company, notwithstanding any
provision in the articles of the company to the
contrary; and

(b) the provisions contained in the list of sections of
this Act specified in the Second Schedule hereto,
shall not apply to and in relation to that action.

(2) Without limiting the matters which may be agreed to
under subsection (1), the provisions of that subsection shall
apply where all the shareholders of a private company agree
to or concur in —

(@) the issue of shares by the company;
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(b) the making of a distribution by the company;

(¢) the repurchase or redemption of shares in the
company;

(d) the giving of finan