
  8 
Prevention of Oppression and 

Mismanagement 

Note: Chapter XVI of the Companies Act, 2013 i.e. Prevention of oppression and 

Mismanagement covering sections 241 to 246 has been notified by the Ministry of 

Corporate Affairs on 1st June, 2016.  

Question 1 

What is meant by oppression’? State whether the aggrieved party would succeed in obtaining 

relief from Tribunal on the ground of oppression in the following cases: 

(i) The majority of the Board of directors override the minority directors and the minority 

directors apply to Tribunal complaining oppression by majority directors. 

(ii) A petition by majority shareholders complaining oppression by minority shareholders. 

Give your answer according to the provisions of the Companies Act, 2013. 

Answer  

Oppression: Oppression, according to the Dictionary meaning of the word, is any act 

exercised in a manner burdensome, harsh and wrongful. The meaning of the term ‘oppression’ 

was explained by Lord Cooper in the Scottish case of Elder v. Elder and Watson Ltd, as given 

below: 

“The conduct complained of should be at the lowest involve a feasible departure from the 

standards of fair dealing and the violation of the conditions of fair play on which every 

shareholder entrusting his money to the company is entitled to rely. 

(i)  Oppression of a member as a director: The oppression dealt with by section 241 of the 

Companies Act, 2013, is only oppression of members in their character as such; and it is 

only in that character they can involve section 241. The harsh treatment, for instance, of 

a member who is a director or other officer or employee, by the Board of directors or 

management does not come within section 241. It has been held in Re. Bellador Silk Ltd. 

that if the majority of the Board of directors override the minority directors the latter 
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cannot resort to section 241 and hence the minority directors will not succeed in getting 

relief from Tribunal on the ground of oppression. 

(ii) Right not confined to minority: According to section 244, the right to apply for relief 

under section 241/242 is given to 100 members or 1/10 th  of the total number of members 

or any member or members holding not less than 1/10 th of the issued share capital of the 

company. There is nothing in this section which suggests even indirectly that unless the 

application is made by minority shareholders it is not maintainable. The right to apply is, 

therefore, not confined to oppressed minority of the shareholders alone. It was held by 

Calcutta High Court in Re. Sindhri Iron Foundry (P) Ltd. that the oppressed majority also 

might apply for relief under section 241. Therefore, the petitioners are likely to succeed in 

getting relief provided the other condition laid down in section 242 (i.e. that to wind up the 

company would unfairly prejudice such members, but that otherwise the facts would 

justify the making of a winding-up order on just and equitable ground) is satisfied, even 

though the Delhi High Court held a contrary view in Suresh Kumar Sanghi v. Supreme 

Motors Ltd. 

Question 2 

ABC Private Limited is a company in which there are eight shareholders. Can a member 

holding less than one-tenth of the share capital of the company apply to the Tribunal for relief 

against oppression and mismanagement? Give your answer according to the provisions of the 

Companies Act, 2013. 

Answer 

Under section 244 of the Companies Act, 2013, in the case of a company having share 

capital, the following member(s) have the right to apply to the Tribunal under section 241: 

(a)  Not less than 100 members of the company or not less than one-tenth of the total 

number of members, whichever is less; or 

(b) Any member or members holding not less than one-tenth of the issued share capital of 

the company provided the applicant(s) have paid all the calls and other sums due on the 

shares. 

In the given case, since there are eight shareholders. As per the condition (a) above, 10% of 8 

i.e. 1 satisfies the condition. Therefore, a single member can present a petition to the Tribunal, 

regardless of the fact that he holds less then one-tenth of the company’s share capital. 

Question 3 

The issued and paid up capital of MNC Limited is ` 5 crores consisting of 5,00,000 equity 

shares of ` 100 each. The said company has 500 members. A petition was submitted before 

the Tribunal signed by 80 members holding 10,000 equity shares of the company for the 
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purpose of relief against oppression and mismanagement by the majority shareholders. 

Examining the provisions of the Companies Act, 2013, decide whether the said petition is 

maintainable. Also explain the impact on the maintainability of the above petition, if 

subsequently 40 members, who had signed the petition, withdrew their consent.  

Answer 

Right to apply for oppression and mismanagement:  As per the provisions of Section 244 of 

the Companies Act, 2013, in the case of a company having share capital, members eligible to 

apply for oppression and mismanagement shall be lowest of the following: 

100 members; or 

1/10th of the total number of members; or 

Members holding not less than 1/10th of the issued share capital of the company.  

The share holding pattern of MNC Limited is given as follows: 

` 5,00,00,000 equity share capital held by 500 members 

The petition alleging oppression and mismanagement has been made by some members as 

follows: 

(i) No. of members making the petition – 80 

(ii) Amount of share capital held by members making the petition – ` 10,00,000 

The petition shall be valid if it has been made by the lowest of the following : 

100 members; or 

50 members (being 1/10 th of 500); or 

Members holding ` 50,00,000 share capital (being 1/10 th of ` 5,00,00,000) 

As it is evident, the petition made by 80 members meets the eligibility criteria specified under 

section 244 of the Companies Act, 2013 as it exceeds the minimum requirement of 50 

members in this case.  Therefore, the petition is maintainable. 

The consent to be given by a shareholder is reckoned at the beginning of the proceedings.  

The withdrawal of consent by any shareholder during the course of proceedings shall not 

affect the maintainability of the petition [Rajamundhry Electric Corporation Vs. V. Nageswar 

Rao A.I.R. (1956) Sc. 2013.] 
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Question 4 

A group of members of XYZ Limited has filed a petition before the Tribunal alleging various 

acts of oppression and mismanagement by the majority shareholders of the company. The 

Petitioner group holds 12% of the issued share capital of the company. During the pendancy 

of the petition, some of the petitioner group holding about 5% of the issued share capital of the 

company wish to disassociate themselves from the petition and they along with the other 

majority shareholders have submitted before the Tribunal that the petition may be dismissed 

on the ground of non-maintainability. Examine their contention having regard to the provisions 

of the Companies Act, 2013.     

Answer 

The argument of the majority shareholders that the petition may be dismissed on the ground of 

non-maintability is not correct. The proceedings shall continue irrespective of withdrawl of 

consent by some petitioners. It has been held by the Supreme Court in Rajmundhry Electric 

Corporation vs. V. Nageswar Rao, AIR (1956) SC 213 that if some of the consenting members 

have subsequent to the presentation of the petition withdraw their consent, it would not affect 

the right of the applicant to proceed with the petition. Thus, the validity of t he petition must be 

judged on the facts as they were at the time of presentation. Neither the right of the applicants 

to proceed with the petition nor the jurisdiction of Tribunal to dispose it of on its merits can be 

affected by events happening subsequent to the presentation of the petition. 

Question 5 

A group of shareholders consisting of 25 members decide to file a petition before the Tribunal 

for relief against oppression and mismanagement by the Board of Directors of M/s Fly By 

Night Operators Ltd.  The company has a total of 300 members and the group of 25 members 

holds one –tenth of the total paid –up share capital accounting for one-fifteenth of the issued 

share capital. The main grievance of the group is the due to mismanagement by the board of 

directors, the company is incurring losses and the company has not declared any dividends 

even when profits were available in the past years for declaration of dividend. In the light of 

the provisions of the Companies Act, 2013, advise the group of shareholders regarding the 

success of (i) getting the petition admitted and ( ii) obtaining relief from the Tribunal. 

Answer 

Section 244 of the Companies Act, 2013 provides the right to apply to the Tribunal for relief 

against oppression and mis-management.  This right is available only when the petitioners 

hold the prescribed limit of shares as indicated below: 

(i)  In the case of company having a share capital, not less than 100 members of the 

Company or not less than one tenth of the total number of its members whichever is less 

or any member or members holding not less than one tenth of the issued share capital of 
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the company, provided that the applicant(s) have paid all calls and other dues on the 

shares. 

(ii)  In the case of company not having share capital, not less than one-fifth of the total 

number of its members. 

Since the group of shareholders do not number 100 or hold 1/10 th of the issued share capital 

or constitute 1/10 th of the total number of members, they have no right to approach the 

Tribunal for relief.   

However, the Tribunal may, on an application made to it waive all or any of the requirements 

specified in (i) or (ii) so as to enable the members to apply under section 241.  

As regards obtaining relief from Tribunal, continuous losses cannot, by itself, be regarded as 

oppression (Ashok Betelnut Co. P. Ltd. vs. M.K. Chandrakanth).  

Similarly, failure to declare dividends or payment of low dividends also does not amount to 

oppression. (Thomas Veddon V.J. (v) Kuttanad Robber Co. Ltd).   

Thus the shareholders may not succeed in getting any relief from Tribunal. 

Question 6 

Examine the merits of the following petitions made under Sections 241 of the Companies Act, 

2013 in the light of judicial pronouncements made in this regard:  

A group of shareholders holding 12% of the issued share capital of Unique Products Limited 

have filed a petition before the Tribunal alleging various acts of illegal, invalid and irregular 

transactions entered into in the name of the Company.  

Answer 

According to Sections 244 of the Companies Act, 2013, a group of shareholders of Unique 

Products Limited must hold atleast 10% of the issued share capital of the Company or satisfy 

other requirements under section 244 of the Companies Act, 2013. Since the group holds 12% 

of the issue capital they are entitled to file a petition before the Tribunal under 241 of the 

Companies Act, 2013 by alleging that the affairs of the Company are being conducted in a 

manner prejudicial to public interest or in a manner oppressive to any member or members of 

the Company. However, on the basis of Sheth Mohanlal Ganpatram V. Shri Sayaji Jubilee 

Colton and Jute Mills Company Ltd., mere illegal, invalid or irregular transactions entered into 

in the name of the company do not constitute a ground for invoking the provisions of section 

241 unless it is proved that they are oppressive to any shareholder or prejudicial to the 

interest of the company or to the public interest. 
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Thus, in the present case, the petition filed by the group of shareholders will fail unless they 

can prove to the satisfaction of the Tribunal that the acts complained of in the petition are 

oppressive and prejudicial to the interest of the company and the public interest. And that to 

wind up the company would unfairly prejudice such member or members, but that otherwise 

those facts would justify the making of a winding up order on the ground that it was just and 

equitable that the Company should be wound up. 
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