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8 
Prevention of Oppression and 

  Mismanagement 
 

Question 1           [ PRACTICE MANUAL .] 

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 s 

hareholders. 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 

 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 1/10th  of the total number of members    

or any member or members holding not less than 1/10th 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. 

 

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. 
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Question 2      [ MAY 2002 ]   [ PRACTICE MANUAL & NEW STUDY Q.] 

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  [NOV 2008, MAY 2013, MAY 2015] [ RTP & MTP MAY 2018] [PM & NEW STUDY Q.] 

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

equity  shares of Rs. 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 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 t he  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: 

Rs.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 – Rs.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 1/10th of 500); or 

Members holding Rs.50,00,000 share capital (being 1/10th of Rs.5,00,00,000) 
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       8.3 Corporate and Allied Laws 

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.] 

Question 4     [ NOV 1998, NOV 2008, NOV 2009]  [ PRACTICE MANUAL & NEW STUDY Q.] 

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       [ RTP NOV 2017 ]   [ PRACTICE MANUAL & NEW STUDY Q.] 

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: 
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(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 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 1/10th 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          [ NOV 2013]   [ PRACTICE MANUAL] 

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. 

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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Question 7 :        [ MAY 2017 ] 

A group of shareholders holding 20% of the issued  share  capital  of  DEF  Limited  have filed a 

petition before the Tribunal alleging the following: 

(i) Various acts of  illegal, invalid and  irregular transactions entered into the  name  of  

the company. 

(ii) Losses incurred due to mismanagement by the board of directors. 

(iii) Non-declaration of dividend despite having sufficient profits in the past years. 

               Answer: 

According to Sections 244 of the Companies Act, 2013, a group of shareholders of DEF 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 20% of the issued share capital they are 

entitled to file a petition before the Tribunal under Section 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 vs. Shri Sayaji Jubilee Cotton 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. 

Similarly, losses incurred due to mismanagement by the board of directors, cannot, by  itself, be 
regarded as oppression (Ashok Betelnut Co. P. Ltd. vs. M.L. Chandrakanth). 

Also, failure to declare dividends or payment of low dividends also does not amount to oppression. 

(Thomas Veddon V.J. vs. Kuttanad Robber Co. Ltd.). 

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. 

Question 8 :        [ MAY 2018 ]  

M/s Sunshine Oils Limited, a listed company as at 31st March, 2018 as per the audited financial 

statements is having 200 depositors with Rs.50 Crores of deposit in the company. Out of the 

total 200 depositors 20 depositors of the company have formed a group and  have appointed 

Mr. Ram (a practicing advocate who is not one of the depositor) as their representative to file 

an application in the National Company Law Tribunal  (NCLT)  to  bring a Class Action suit 

against the management of the company as they are of the opinion that the management and 

conduct of affairs of  the  company are being conducted in a  manner which  is  prejudicial to 

the interest of the depositors being oppressive. Will  the application of Mr. Ram be admitted 

by the Honourable Tribunal. Discuss  with  reference to the provisions of the Companies  Act, 

2013? 

               Answer: 

M/s. Sunshine Oils Limited, a listed company as at 31st March, 2018, as per the audited financial 

statements is having 200 depositors with Rs.50 crores of deposit in the company. Out of total 200 

depositors, 20 depositors of the company have formed a group and have appointed Mr. Ram (a 
practising Advocate who is not one of the depositors) as their representative. To bring a class action 
suit against the management of the Company. 

Section 245(3)(ii) of the Companies Act, 2013 prescribes that the requisite number of depositors 
to file an application shall not be less than  100 depositors or  not less  than  such percentage of the 

total number of depositors as may be  prescribed, whichever is  less. However, Section 245(3)(ii) of 

the Companies Act, 2013 is silent regarding the minimum percentage of the depositors and no 

Rules have been prescribed till date. 

Examine the merits of the above petitions  made under Section  241  of  the  Companies  Act, 

2013 in the light of the judicial pronouncements made in this. 

 regard. 
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Further, as per Section 432, a party to any proceeding or appeal before the Tribunal or Appellate 
Tribunal as the case may be, may appear in person or authorize one or more Chartered Accountant 

or Company Secretaries  or  Cost Accountants or legal practioners  or any other person to present 

his case before the Tribunal or Appellate Tribunal as the case may be. 

Section 245(10) states that subject to the compliances of this section, an application may be filed or 

any other action may be taken under this section by any person, group of persons or any 

association of persons representing the persons affected by any act or omission, specified in sub-

section(1). In view of the above, the application of  Mr.  Ram  who is a representative of depositors 

will be admitted by  the Hon’ble Tribunal, provided, the requirement of minimum number of members 

filing the application under Section 245(3)(ii) is fulfilled. 

            Question 9 :        [ RTP MAY 2017 ]    

ABC limited used the business resources of the company in favour of the majority 

shareholders and completely excluded the minorities from the affairs of the company. As 

of consequences, minority members filed an application to Tribunal to look  into the matter 

on the regulation of conduct of affairs of the company in future. State in the light of the 

Companies Act, 2013, the action to be taken by the Tribunal in the given situation. 

               Answer: 

The given problem is based on the section 242 of the Companies Act, 2013 which deals   with 

the powers of the Tribunal. According to the given  provision if, on any application made under 

section 241, the Tribunal is of the opinion that  the company’s affairs  have been or are being 

conducted in a manner prejudicial or oppressive to any member or members or prejudicial to 

public interest or in a manner prejudicial to the interests of the company, with a view to bringing to 

an end the matters complained of  the Tribunal may, on the application of any party to the 

proceeding, make any interim order which it thinks fit for regulating the conduct of the company’s 

affairs upon such terms and conditions as  appear to it to be just and equitable as per the 

section 241(4) of the Companies Act, 2013. 

Tribunal may on application of the minorities make any interim order of appointment of 

administrator/officer for overseeing the affairs of the company made on the application that 

established prima facie the fact that business resources of the company were being used only for 

the benefit of the majority shareholders and the minority shareholder was totally excluded from the 

affairs of the company. 

            Question 10 :        [ RTP NOV 2018 ]    

 A group of depositors in M/s. Bright Limited, a listed company, appointed Mr. Fair, an  

advocate as a representative to file an application in the National Company Law Tribunal 

(NCLT) on the behalf of the depositors to bring a Class Action suit against the management 

of the company as they are of the opinion that the management and conduct of affairs of  the 

company are being conducted in a manner which is prejudicial to the interest of the 

depositors being oppressive. 

Examine in the given situation, whether the appointment of Mr. Fair is valid as regards to 

the filling of the application before the Tribunal in the light to the provisions of the 

Companies Act, 2013? 

               Answer: 

 In the given instance, an appointment of Mr. Fair was made by a group of depositors of  M/s. Bright 

Limited(listed company), as their representative to bring a class action suit against the management 

of the Company. 
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The given problem will be dealt with Section 432 read with the 245(10) of the Companies Act, 

2013. Section 432 states that a party to any proceeding or appeal before the Tribunal or Appellate 

Tribunal as the case may be, may appear in person or authorize one or more Chartered Accountant 

or  Company Secretaries or  Cost Accountants or legal practioners  or any other person to present his 

case before the Tribunal or Appellate Tribunal as the case may be. 

Whereas, Section 245(10) of the Companies Act, 2013, provides that an  application may be filed or 

any other action may be taken under this section by any person, group of persons or any association 

of persons representing the persons affected by any act or omission, specified in section 245(1) 

subject to the compliances of this section. 

In view of the above, the appointment of Mr. Fair is valid and an application of Mr.  Fair  who is a 

representative of depositors, will be admitted by the Hon’ble Tribunal, provided,  the requirement of 

minimum number of members filing the application under Section 245(3)(ii) is fulfilled. 

            Question 11 :        [ MOCK TEST PAPER MAY 2018 ]    

The members of company with no paid up share capital, filed a complaint against change in the 

management of the company due to which it was likely that the affairs of the company will be 

conducted in a manner that it will be prejudicial to the interest of i ts 25 members. Total number 

of members of company were 100. On inquiry and investigation on the complaint, having a 

reasonable ground to believe that the transfer or disposal of assets of the company may be 

against to the interests of its shareholders. The Tribunal passed an order that such transfer or 

disposal of assets shall not be made during one year of such order. 

Evaluate on the basis of the given facts, the following situations according to the Companies 
Act, 2013: 

(i) Eligibility of the members to file a complaint. 

(ii) Where if the management dispose of the certain assets in contravention to the order of 
the Tribunal. 

           Answer: 

(i) Section 244 of the Companies Act, 2013 provides the eligibility of members who hold the right 

to file the application under section 241 for oppression and mismanagement with the Tribunal. 

These qualification as provided in section 244 ensure that only the persons with sufficient 

interest in the affairs of the company can file the petition under section 241 of the Act. According 

to the section in the case of a company not having a share capital, not less than one-fifth of the 

total number of its members are eligible to make an application before the Tribunal. Where any 

members of a company are entitled to make an application under Section 244 (1), any one or 

more of them having obtained the consent in writing of the rest, may make the application on 

behalf and for the benefit of all of them. 

In the given scenario, requirement of minimum numbers of members is fulfilled i.e. it is more than 

1/5th of the total number of its members of the company (1/5x 100= 20). So the members of the 

company are eligible to file the petition to tribunal under section 241. 

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

requirements specified in section 244, so as to enable the members to apply under section 241. 

(ii)  According to section 221 of the Companies Act, 2013, if it appears to the Tribunal, on a 

complaint made by members as specified under section 244(1) that the removal, transfer or 

disposal of funds, assets, properties of the company is likely to take place in a manner that is 

prejudicial to the interests of its members, Tribunal ordered that such transfer, removal or 

disposal shall not take place during such period not exceeding three years as may  be specified 

in the order or may take place subject to such conditions and restrictions as the Tribunal may 

deem fit. 
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Here in the given case, management disposed of the certain assets within 1 year of such  order of 

Tribunal. So accordingly, the company shall  be punishable with fine which shall  not be less than one 

lakh rupees but which may extend to twenty-five lakh rupees and every officer of the company who is 

in default shall be punishable with imprisonment for a term  which may extend to three years or with 

fine which shall not be less than fifty thousand rupees but which may extend to five lakh rupees, or with 

both. 

            Question 12 :        [ MOCK TEST PAPER NOV 2018 ]    

Mr. B. Dutt is the Managing Director of Food Plaza Restaurants Private Limited. FPRPL was 

incorporated in furtherance of a Joint Venture Agreement (“JVA”) between Mr. B. Dutt and Jack 

India Pvt. Limited (JIPL) in 2017, both having 50% of equal share in the said company. FPRPL 

was to be governed by the terms and conditions set out in its Memorandum of Association and 

its Articles of Association. 

JIPL held the Board meeting, without giving prior notice of such meeting to Mr. B. Dutt, took  

decision to remove Mr. B. Dutt with an allegation of mismanagement of fund in FPRPL. JIPL 

pressurised him to sell his shares at Rs. 5 crore, against Rs. 15 crore which is the fair market 

price of Mr. B. Dutt shares. 

Advise whether Mr. B. Dutt has right to claim any relief and would he succeed in obtaining relief 
from Tribunal on the ground of oppression  by JIPL? 

       
     Answer: 

As per the given instance, the act of JIPL to remove Mr. B. Dutt a Managing director of FPRPL and 

pressurizing him to sell his shares much below the fair market price is an act of oppression and 

violations of Section 241 and 242 of the Companies Act, 2013. Mr. B. Dutt was not given prior  

notice of board meeting and no chance to disprove the false allegations made against him. 

According to Section 242(2), the Tribunal without prejudice to the generality of the powers under 

sub-section (1) can order for - 

a. the regulation of conduct of affairs of the company in future; 

b. the purchase of shares or interests of any members of the company by other members thereof or 

by the company; 

c. in the case of a purchase of its shares by the company, the consequent reduction of its share 

capital; 

d. restrictions on the transfer or allotment of the shares of the company; 

e. the termination, setting aside or modification, of any agreement entered between the company 

and the managing director, any other director or manager, upon such terms and conditions as 

may, in the opinion of the Tribunal, be just and equitable in the circumstances of the case; 

f. the termination, setting aside or modification of any agreement between the company and any 

person other than those referred to in clause (e): 

Provided that no such agreement shall be terminated, set aside or modified except after due notice and after 

obtaining the consent of the party concerned; 

g. the setting aside of any transfer, delivery of goods, payment, execution or other act relating to 

property made or done by or against the company within three months before the date of the 

application under this section, which would, if made or done by or against an individual, be deemed 

in his insolvency to be a fraudulent preference; 

h. removal of the managing director, manager or any of the directors of the company; 

i. recovery of undue gains made by any managing director, manager or director during the period of 

his appointment as such and the manner of utilisation of the recovery including transfer to Investor 

Education and Protection Fund or repayment to identifiable victims; 
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j. the manner in which the managing director or manager of the company may be appointed 

subsequent to an order removing the existing managing director or manager of the company made 

under clause (h); 

k. appointment of such number of persons as directors, who may be required by the Tribunal to 

report to the Tribunal on such matters as the Tribunal may direct; 

l. imposition of costs as may be deemed fit by the Tribunal; 

m. Any other matter for which, in the opinion of the Tribunal, it is just and equitable that provision 

should be made. 

The above mentioned case, falls within the purview of the Section 241 and 242 of the Companies 

Act 2013, ensuring that the transfer of shares to the company (JIPL) by the member will not effect  

to the interests of the company or any of its shareholders. It gives broad powers to the Tribunal, 

leading to the establishment of its jurisdiction, even when a separate JVA exist. 

Tribunal can pass an order for purchase of shares/interest of any members of the company by  

other members thereof or by the company if it thinks fit. 

Under Section 242(2) of the Companies Act, 2013, Mr. B. Dutt can be reappointed as the Managing 

director of the company by the Tribunal and it can also issue orders for the future conduct of the 

company along with provision of just and equitable relief to the applicant (i.e. Mr. B Dutt). 
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