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YOUTUBE/CMA ABHISHEK SHARMA 

The Companies Act, 2013 

Section 241 to 246 

 

  

 

 

 

MAJORITY RULE BUT MINORITY PROTECTION 

Foss v. Harbottle 

 

 

 
 

Non-interference with the internal management of company by the court 

Exceptions to the Rule in Foss v. Harbottle - Protection of Minority Rights and shareholders 

remedies 

 Ultra Vires Acts 

 Fraud on Minority 

 Wrongdoers in Control 

 Resolution requiring Special Majority but is passed by a simple majority 

 Personal Actions 

 Breach of Duty 

 Prevention of Oppression and Mismanagement   
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Application to Tribunal for relief in cases of oppression 

 

 

  

 

 

                                                                      NCLT 

 

 

   Any member of a company who complains that,  

 

i. The affairs of the company have been or are being conducted in a manner prejudicial to 
 

 public interest or 

 interests of the company or 

 member’s interest  

or 

ii. The material change, has taken place in the management or control of the company, 

whether by an alteration in the Board of Directors, or manager, or in the ownership of the 

company’s shares and that by reason of such change, it is likely that the affairs of the 

company will be conducted in a manner prejudicial to its interests or its members.  

 

May apply to the Tribunal 

 

 The Central Government, if it is of the opinion that the affairs of the company are being conducted 

in a manner prejudicial to public interest, it may itself apply to the Tribunal  
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          Powers of Tribunal 

 

                                                                            

                                                  

 

 

 

 

 

I. 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 and, 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 

the ground that it was just and equitable that the company should be wound up, the 

Tribunal may, with a view to bringing to an end the matters complained of, make such order 

as it thinks fit. 

 

II. Powers 

 

a) Regulation of conduct of affairs of the company in future. 

b) 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 as aforesaid, the consequent 

reduction of its share capital 

d) Restrictions on the transfer or allotment of the shares of the company 

e) Termination or modification of any agreement, between the company and the 

managing director, any other director or manager 

f) Termination or modification of any agreement between the company and any person 

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  

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 

j) The manner in which the managing director or manager of the company may be 

appoint 

k) Appointment of persons as directors, who may be required by the Tribunal to report 

to the Tribunal 

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. 
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I. Certified copy of the order of the Tribunal shall be filed by the company with the Registrar 

within thirty days of the order of the Tribunal 

II. Where an order of the Tribunal under Sub-Section (1) makes any alteration in the 

memorandum or articles of a company, the company shall not have power to makes any 

further alteration, whatsoever which is inconsistent with the order, either in the 

memorandum or in the articles, except  without the leave(approval) of the Tribunal 

III. A certified copy of every order altering, or giving leave to alter, a company’s memorandum 

or articles, shall within thirty days after the making thereof, be filed by the company with 

the Registrar  

          Consequence of termination or modification of certain agreements 

 
 

 

Where an order made under Section 242 (mention above-(II) powers- d/e) terminates or modifies 

an agreement  

I. such order shall not give rise to any claims whatever against the company by any person for 

damages or for compensation for loss of office  

II. No managing director or other director or manager whose agreement is so terminated or 

set aside shall be appointed as the managing director or other director or manager in the 

same company, for a period of five years from the date of the order terminating or setting 

aside the agreement, without the leave (approval) of the Tribunal. 
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                                                          Right to apply 
 

 

The following members of a company shall have the right to apply under Section 241 

a) In the case of a company having a share capital, ( whichever is less) 
 

 one hundred members of the company or 

 one-tenth of the total number of its members or 

 any member holding not less than one tenth of the issued share capital of the company 

 
 

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

number of its members 
 

Notes: 

 Shares are held by two or more persons jointly, they shall be counted only as one member 

 Applicant or applicants has or have paid all calls and other sums due on his or their shares 

(Fully paid-up) 

 

 

 

          Class action 

 

             

 Such number of member or members, depositor or depositors, if they are of the opinion that 

the management or conduct of the affairs of the company are being conducted in a manner 

prejudicial to the interests of the company or its members or depositors, file an application 

before the Tribunal on behalf of the members or depositors for seeking all or any of the 

following orders :- 
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i. to restrain the company from committing an act which is ultra vires the articles or 

memorandum of the company. 

ii. to restrain the company from committing breach of any provision of the company’s 

memorandum or articles 

iii. to declare a resolution altering the MOA or AOA of the company as void if the resolution 

was passed by suppression of material facts or obtained by mis-statement to the members 

or depositors. 

iv. to restrain the company and its directors from acting on such resolution 

v. to restrain the company from doing an act which is contrary to the provisions of this Act 

vi. to restrain the company from taking action contrary to any resolution passed by the 

members 

vii. to seek any other remedy as the Tribunal may deem fit. 

 

Claim damages or compensation or demand any other suitable action from or against 

 

 company or its directors for any fraudulent, unlawful or wrongful act 

 auditor including audit firm of the company for any improper or misleading statement 

 any expert or advisor or consultant for any incorrect or misleading statement made to 

the company 

 

 

 Where the members or depositors seek any damages or compensation or demand any other 

suitable action from or against an audit firm, the liability shall be of the firm as well as of each 

partner who was involved in making any improper or misleading statement 

 

 

 The requisite number of members provided in Sub-Section (1) shall be as under 
 

 In the case of a company having a share capital, not less than one hundred members of the 

company or not less than five percent of the total number of its members(applicants has or 

have paid all calls) or not less than five percent(unlisted) or two percent(listed) of the total 

number of its share capital (lower) 

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

number of its members 

 The requisite number of depositors provided in Sub-Section (1) shall not be less than one 

hundred depositors or not less than five percent of the total number of depositors (lower) 

 

 If an application filed (Form NCLT-9) under Sub-Section (1) is admitted, then the Tribunal shall 

have regard to the following, namely: 
 

 public notice shall be served on admission of the application to all the members or 

depositors 

 all similar applications prevalent in any jurisdiction should be consolidated into a single 

application, the Tribunal shall have the power to appoint a lead applicant 

 two class action applications for the same cause of action shall not be allowed 
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 Order passed by the Tribunal shall be binding on the company 

 Where any application filed before the Tribunal is found to be frivolous or vexatious, for reasons 

to be recorded in writing, reject the application and make an order that the applicant shall pay 

to the opposite party such cost, not exceeding one lakh rupees 

 This Section shall not apply to a banking company 

 

 

  Application of certain provisions to proceedings under Section 241 or Section 245   

 

 the provisions of Sections 337 to 341 (both inclusive) shall apply ‘mutatis mutandis’, in relation to 

an application made to the Tribunal under Section 241 or Section 245 

 

 

 

- SUMMARY - 

 

Section 241 Application to Tribunal for relief in cases of oppression 

Section 242 Powers of Tribunal 

Section 243 Consequence of termination or modification of certain agreements 

Section 244 Right to apply 

Section 245 Class action 

Section 246 Application of certain provisions to proceedings under Section 241 or Section 245   

 


