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CRUCIAL ANALYSIS OF DOCTRINE OF CONSTRUCTIVE NOTICE 

 

EVOLUTION 

 

The European Communities Act, 1972 contained the provisions of constructive notice which 

was now abrogated.  The person who enters into a contract with the company has the right 

to know about the internal and external operations and also the individual or group of 

persons right in the company where it is contented in the public documents like 

Memorandum of Association, Articles of Association Etc. The same is produced before the 

registrar to get registration of the company and the documents are open to all the persons 

entering into the contract. The inspection of public documents was done by the registrar. This 

procedure was inserted after the 1989 amendment was made to the Companies Act, 1985  

providing that a person shall not be taken to have notice merely that is contained in the 

public documents subsequently Companies Act, 2013 was amended. 

 

DOCTRINE OF CONSTRUCTIVE NOTICE 

 

The constructive notice means the article of association and any public documents of the 

company that are publically filed with the registrar. This notice prevents outsiders from suing 

the company with grounds of not understanding the company’s objectives and powers. 

 

The company documents like Article of association expressed the internal affairs of the 

company and Memoradum of Association deals with external affairs of the company are the 

public documents must be registered with the registrar. There are also other existing 

documents to be submitted before the registrar. The office of the registrar is the public office 

and it is the duty of the registrar to inspect the public documents. The public documents are 

open to all the outsiders who entered into the contract of the company. When the 

constructive notice is given it is presumed under the eyes of law, that the contents of the 

public documents are known to the persons who are entered into the contract even though 

he is not aware of. In other words, he may be in the same position as if he reads it i.e. 

“mistake of fact is excusable but mistake of law is not excusable”. Any person entering into 

contract must aware of the individual rights, and obligation as well the conditions of the 

company. 
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ESSENTIALS OF CONSTRUCTIVE NOTICE 

 

1. On entering into the contract the persons shall be aware of company conditions. 

2. To know the individual obligations. 

3. It regulates to sue and to be sued. 

4. To express the liability of the individual towards the company and vice-versa. 

5. Constructive notice of ownership - recording the ownership document like 

Memorandum of Association, Articles of Association, Minute meeting, Employment 

agreement, company bye laws for operation etc., in public record. 

 

PROVISIONS 

 

Sec.399(1) Companies Act, 2013 - Electronically inspect any document kept by the Registrar, 

being documents filed or registered by him in pursuance of Sec 610 of the Companies Act, 

1956 - Memorandum of Association and the Articles of Association are public documents. It is 

the registrar duty to inspect and ask for production and evidence of documents kept by 

registrar. 

 

Sec.2(5) of the Companies Act, 2013 - Articles of Association of a company as originally 

framed or as altered from time to time in pursuance of any previous company laws or of the 

present Act. 

 

Sec.2(56) of the Companies Act, 2013 - Memorandum of Association of a company as 

originally framed or as altered from time to time in pursuance of any previous companies law 

or of this Act.  

 

Sec.9 of the European Communities act, 1972 has abrogated the doctrine of Constructive 

notice and later amended Sec 35 of the companies Act 1985. 

 

Sec .117 A of Companies Act 1985 was introduced to abolish constructive notice and never 

been implemented. Therefore, only Sec 35 B dealt the constructive notice. 
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DOCTRAINE OF INDOOR MANAGEMENT 

 

Doctrine of Indoor Management is the exclusion of doctrine of constructive notice. It was first 

laid on the case Royal British Bank v. Turquand. 

 

The person entering into the transaction of the company need to satisfy that it is not 

inconsistent with the articles or memorandum of the company. The articles or memorandum 

is considered as public documents and are open to the public for inspection as it presumed 

to be the constitution of the company. But, what may or may not have taken place within 

the doors that are closed to him. If he did not know the internal irregularities and the internal 

arrangement of the company. It puts bars to the doctrine of constructive notice and it 

protects the third party who has acted in good faith. 

 

CASE LAWS 

 

Case 1 

Royal British bank vs. Turquand (1856) 6 E. & B. 327 

 

A company is bound by its own resolution. A person dealing with limited liability companies is 

deemed to have notice of its memorandum and articles of association, but he is not bound 

to inquire into the internal management, and will not be affected by any irregularity of which 

he has had no notice. He has a right to assume that nothing has been done or permitted to 

be done which is not permitted by the memorandum and articles of association or by the 

statute incorporating the company itself.  

 

But actual or constructive notice of any irregularity prevents a third person contracting with 

the company from obtaining the protection. That all matters of internal or indoor 

management must be deemed by outsiders to have been duly and properly complied with. 

If the outside party is put on inquiry by reason of the circumstances under which the 

transaction was put through, or by the nature of the transaction itself, or by any other 

surrounding circumstances, and disregards the facts which put him on inquiry as to the 

irregularity, he cannot get the benefit of the rule. 
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Case 2 

Gunmala Sales Pvt.Ltd vs. Anu Mehta & Ors., [(2015) 1SCC 103] 

 

The doctrine of ‘Indoor Management’ would be a relevant factor to be considered while 

assessing the averments to be made to satisfy the requirements of Section 141 of the NI Act. A 

complainant to whom a cheque is issued by a company may not be aware of the functions 

performed by a particular Director in the company. The responsibility of each of the Directors 

is exclusively the internal management of the company itself. 

 

The appellants’ plea of Indoor Management is totally misconceived. This doctrine is limited to 

protecting outsiders regarding internal infirmities of Memorandum of Articles. Its real 

application in a cheque bouncing case would have been if a plea was taken that the 

company never had a power to incur debt and hence there is no legal liability.  

 

This doctrine cannot be invoked to give a carte blanche to an outsider to list all Directors for 

prosecution without even giving their “role” or “part played”Moreover, in commercial world, 

whether a person deals with a company at the company’s office or enters into a commercial 

transaction by e-mail, in both cases, there is an awareness of the persons responsible for the 

act of giving a cheques, without the intention of honouring it. There is, therefore, complete 

non- applicability of the doctrine of Indoor Management in such cases. 

 

Case 3 

Dehra Dun Mussorie Electric Tramway Co. Ltd vs. Jagmandar DasÂ AIR 1932 All 141 

 

The memorandum and articles should be read by the outsiders who are going to deal with 

that company so that if any problem there afterwards occur to the outsider then the 

company will not be held liable as it is been presumed that they being dealing with the 

company has read the articles and memorandum of the company because these two 

documents are the first and foremost thing to be read before dealing with the company and 

there is no as such procedure to go through the public documents of the company there by.  

 

As this doctrine of constructive notice is made to protect the insiders not the outsiders to the 

company. As this is been presumed or his presumption of knowledge that the outsiders have 

gone through the public documents in which internal management and the special clauses 

and incorporation of the company has been discussed. 
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Case 4 

Smt. Muniyamma vs. D. Nagaraja Chetty on 30 January, 2020 

 

Once such an instrument is registered, the said registration has the effect of informing and 

giving notice to the world at large that such a document has been executed. Registration of 

the document is a notice to all the subsequent purchasers or encumbrances of the same 

property. The Doctrine of constructive notice is attracted. Therefore, the effect of registration 

of an instrument not only affects the rights of the parties to the instrument but also affects 

parties who may claim under them 

 

 

Case 5 

B.Ramalinga Raju vs. Sebi AIR 2018 SC 2411 

 

The alleged account charge agreement executed was ultra vires the constitutional 

documents of the Company as there was no authorisation of the then shareholders and it 

was beyond the scope of authority of even the Board of Directors and therefore the 

Managing Director was acting beyond the scope of authority. Hence, SEBI shall not apply 

doctrine of indoor management in the circumstances set out above more particularly when 

such alleged acts were alleged to be committed were ultra vires being in clear violation of 

Section 372A of Companies Act, 1956 and the provisions of Articles of Association due to 

application of Doctrine of constructive notice. 

 

The doctrine of indoor management is an exception to the rule of constructive notice. It 

imposes an important limitation on the doctrine of constructive notice. According to this 

doctrine, persons dealing with the company are entitled to presume that internal 

requirements prescribed in memorandum and articles have been properly observed. 

Therefore doctrine of indoor management protects outsiders dealing or contracting with a 

company, whereas doctrine of constructive notice protects the insiders of a company or 

corporation against dealings with the outsiders. However suspicion of irregularity has been 

widely recognized as an exception to the doctrine of indoor management. The protection of 

the doctrine is not available where the circumstances surrounding the contract are suspicious 

and therefore invite inquiry. 
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Case 6 

Aero Industries vs. Shree Shree Radha Swamy Plastics Ltd., 2017 Scc Online Nclat 104 

 

In view power vested under sub-section (2) of Section 242 of the Companies Act, 2013, it is 

open to the Tribunal to decide as to what relief to be granted, if it gives declaration of 

oppression and mismanagement. The Tribunal having power to declare an agreement invalid 

or void can set aside the same. The aggrieved party as a matter of right cannot claim to save 

any action or agreement, following the Doctrine of Indoor Management. 

 

 

Case 7 

Makkhan Singh vs. Shyam Singh And 3 Others (2020) 136 ALR 616 

 

In order to attract the provisions under Order XXXIX Rule 2A there has to be not mere 

'disobedience' but it should be a 'willful disobedience' and the act of willful disobedience is 

required to be proved by cogent evidence and a person cannot be held to be guilty of the 

disobedience merely on the basis of a constructive notice or a presumption with regard to 

service of noticefor constituting willful disobedience of the injunction order the disobedience 

must be willful and both should be proved by cogent evidence. A person cannot be held 

guilty of such disobedience merely on the basis of constructive notice or surmises." 

 

 

Case 8 

Kotla Venkataswamy vs. Chinta Ramamurthy And Ors. AIR 1934 Mad 579 

 

If an illegality does appear on the face of the bond, the plaintiff will not be thus protected. 

What are the obligations of a person dealing with a company will be found given at length in 

Palmer's Company Law. He must be taken to have read the Companies Act and the Articles 

of Association of the company he is dealing with, and thus to have had constructive notice 

of their contents. 
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DISCLAIMER 

 

This write up has been sent to you for information purposes only and is intended merely to highlight 

legal maxim. The information and/or observations contained in this issue do not constitute legal advice 

and should not be acted upon in any specific situation without appropriate legal advice. The views 

expressed in this issue do not necessarily constitute the final opinion of M/s. Wallcliffs Law Firm and 

should you have any queries in relation to any of the issues set out herein or on other areas of law, 

please feel free to contact us on mail@wallcliffs.com 


