
Oppression and Mis-management 

These terms are not defined under the companies act 2013 and are left to be 

decided by the court on the facts and merits of the case. The term 

mismanagement refers to the process or practices of managing ineptly, 

incompetently, or dishonesty. Some of the instances which can be termed as 

mismanagement are a violation of MOA, AOA, Statutory provisions etc 

The whole scheme of the Companies Act is to ensure proper conduct of the 

affairs of the company in public interest and preservation of the image of the 

country in public interest. 

The section which covers oppression and mismanagement is 241 of 

companies Act 2013 and chapter XVI which corresponds to a clubbed section 

of 397 and 398 of the erstwhile Companies Act, 1956. 

With reference to the management of the company the rule of the majority is 

followed and thereby courts ordinarily, do not interfere to protect the 

minority rights affected by such resolutions. However, Prevention of 

Oppression and mismanagement is an exception to this rule. This section can 

be invoked only and only when prejudice is caused to the public interest or 

companies interest or member’s interest. 

Sec 241: Application to the tribunal for relief in case of 

oppression 

Any member of a company who is of opinion that the affairs of a company are 

conducted in prejudice to public interest, any member or company’s interest 

or any Material change, not being a change brought about by or interest of 

creditors that can be through 
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 An alteration in the board of directors or managers or in the ownership 

of the 8 shares, 

 If it has no share capital, in its membership, or 

 In any other member 

Which will be prejudicial to the interest of Company/members 

Sec 242: The power of the tribunal 

The tribunal upon receiving an application under section 241 may order for 

winding up of the company or may pass any order as it deems fit. Other than 

the general powers, the tribunal may also provide for 

 Regulation of the conduct of affairs of the company in future 

 Purchase of shares /interests of any members of the company by other 

members 

 If any shares purchased its consequent reduction of share capital 

 Restriction on the transfer/allotment of shares 

 Termination, setting aside or modification of any agreement between 

the company and its Managing Director, any other director or manager 

 Termination, setting aside or modification of any agreement between 

the company and any other person 



 The setting aside of any transfer, delivery of goods, Payment, execution 

or Other act relating to property Made /done by/against the company 

within 3 months before the date of the application which would if made 

/done by/against an individual, be deemed in his insolvency to be a 

fraudulent preference. 

 Removal of managing director, manager or any director of the company 

 Recovery of undue gain made by any managing director , manager or 

director and the manner of utilization of the recovery. 

 Manner of appointment of managing director or manager of the 

company may subsequent to an order removing 

 Appointment of the such number of persons as directors. 

 Imposition of costs as may be deemed fit by the tribunal. 

 Any other matters which the Tribunal thinks it is just and equitable 

For the first time companies act has introduced the concept of the 

representative suit as provided in order 1 rule 8 of CPC in the form of Class 

Action Suits under section 245. The Requisite number of depositors for Class 

Action. 

 Shall not be less than 100 depositors/ such % of total number of a 

depositor, whichever is less OR 

 Any depositor/depositors to whom such company owes such % of total 

deposits of the company 



The members /depositors/any class of them are of the opinion that the 

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

manner prejudicial to the interests of the Company, or its 

members/depositors is when an application is to be filed 

Purpose of application 

 Restrain the company from committing act ultra vires to MOA/ AOA of 

the company 

 Breach of any provisions of MOA/AOA 

 To declare a resolution altering MOA/AOA of the company 

 Restrain the company and its directors from acting on such resolution 

 Restrain from an act contrary to the provisions of the act or any other 

law for the time being in force. 

 Restrain from taking action contrary to any resolution passed by the 

member 

 To claim damages /compensation/demand/suitable action from or 

against 

a. Company/Directors for any fraudulent, unlawful or wrongful or omission or 

conduct or it’s or their part 

b. The auditor including audit firm of the company for any improper 

misleading statement of particulars made in his audit report 



c. Any expert or advisor or consultant or any other person for any incorrect or 

misleading statement made to the company or for any fraudulent unlawful or 

wrongful act or conduct or any likely act or conduct or his part 

 To seek any other remedy as the tribunal may deem fit 

Liability of Audit Firm 

The liability shall be of the firm and each partner who was involved in making 

any improper or misleading statement of particulars in the audit report or 

who acted in a fraudulent, unlawful or wrongful manner. 

Considerations to the Tribunal 

 Whether member/members acting in good faith or making an 

application for seeking an order. 

 Whether there is any involvement of persons other than directors or 

officers of the company on any of the matters specified. 

 Cause of action is one which the member or depositor could pursue in 

his own right rather than through an order. 

 Views of the members/depositors of the company- no personal interest 

(direct or indirect) in the matter being proceeded. 

 Whether the cause of action is an act or omission that is yet to occur, 

whether the act or omission could be, and in the circumstances would 

likely to be 



– Authorised by the company before it occurs, or 

– Ratified by the company after it occurs. 

 Where the course of action is an act or omission which is already 

occurred whether act or omission could be an act in the circumstances 

would be likely to be ratified by the company 

Acceptance of application by Tribunal 

 Issue public notice to all the members/ depositors of the case 

 Consolidate all the similar application prevalent in any jurisdiction and 

appoint the lead applicant. 

 Two class action application for the same cause of action shall not be 

allowed. 

 Cost of expense shall be borne by the defrayed company/person 

responsible for an oppressive act. 

 Any other order passed by the tribunal shall be binding 

 

 

 



Conclusion 

Thus the new Companies Act 2013 in many ways ensures that the rights of the 

minority shareholders are protected in every possible manner. The stake held 

by them in a company is not in any manner subservient to the majority and it 

is the duty of the law to protect their interests from any odious activity of the 

latter. The Act and the Courts try to strike a fine balance between the Rights of 

Majority to rule and the protection of interests of the minority shareholders 

through the prevention of Oppression and Mismanagement.  
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