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Purpose of the provisions: The provisions relating to prevention of Oppression and Mismanagement aim to
strike a balance between the interest of the minority shareholders and the effective control of the company.
In a corporate entity, generally, the rule of the ‘majority’ prevails, however in certain circumstances, it
overshadows the minority rights and may prejudice the public interest or oppress a certain class of
shareholders, who are not in a controlling position. To curb such oppressive practices, the Companies Act,
2013 (the Act) has put in place sections 2471 to 246 for safeguarding minority rights. They ensure that the
interests of a company are protected and that no shareholder or member of the company faces undue bias
or prejudice.

Oppression: ‘Oppression’ though not specifically defined under the Act, the court of law defines it as
conduct that involves a visible departure from the standards of fair dealing in the affairs of the company and
violation of conditions that require morality with regards to the right of shareholders.

Mismanagement: It means that the company’s operations are being managed in a manner that is prejudicial
to the public interest or the company’s interests. Mismanagement refers to extreme negligence and cannot
be interpreted as simple corporate misconduct. It is the process or practice of managing operations in an
inadequate and dishonest manner.

Application to National Company Law Tribunal (NCLT) for relief in cases of oppression and mismanagement
(section 241)
Any member of a company can apply to the NCLT / NCLAT under the following circumstances:
(a) the affairs of the company have been or are being conducted in a manner prejudicial to:

a. public interest; or

b. oppressive to him or any other member; or

c. in a manner prejudicial to the interests of the company;
or
(b) the material change has taken place in the management or control of the company, whether by an
alteration in the board of directors/managers/in the ownership of the company’s shares/in its
membership/in any other manner due to which, it is likely that the affairs of the company will be conducted
in @ manner prejudicial to its interests or its members or any class of members.

Right to apply under section 241 (section 244)
The following members of a company shall have the right to apply under section 241, viz.
1. In the case of a company having a share capital,
a. not less than 100 members of the company or not less than 1/10th of the total number of its members,
whichever is less, or
b. any member or members holding not less than 1/10th of the issued share capital of the company,
subject to the condition that the applicant or applicants has or have paid all calls and other sums due
on his or their shares;
2. In the case of a company not having a share capital, not less than 1/5th of the total number of its
members.
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