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Oppression & Mismanagement
(Sections 241-246 of Companies Act, 2013)

» Meaning

Oppression: When majority shareholders act unfairly against minority
shareholders.

Mismanagement: When company affairs are conducted in a harmful,
negligent, or fraudulent manner.

» Key Features

* Conduct must be:
* Harsh, wrongful, or lacking probity
* Against the interest of shareholders or company

* Continuous acts (not isolated incidents)



» Examples

* Denial of voting rights

* Diversion of funds

* Removal of directors without reason

* Fraudulent transactions

» Legal Provision

e Application can be made to National Company Law Tribunal (NCLT)
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Rights to Apply (Application Rights)

» Who Can Apply?
Under Section 244

* Members holding:
* At least 100 members, OR
* 10% of total members, OR
* 10% of share capital

» Waiver
Tribunal can waive eligibility requirements

» Purpose
To prevent frivolous litigation while protecting minority rights
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Powers of Tribunal (NCLT Powers)

» Tribunal Authority

The National Company Law Tribunal has wide powers under Section 242:
» Key Powers

* Regulation of company affairs

Removal of directors

Appointment of new directors

Cancellation or modification of agreements
Restriction on share transfer

e Recovery of undue gains

» Nature of Power

* Preventive + Curative

* Equity-based (justice oriented)
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Provisions Related to Compromises & Arrangements
(Sections 230—240)

» Meaning

Compromise/Arrangement: Agreement between company and
stakeholders (creditors/members)

» Types

* Reconstruction
 Amalgamation (merger)
* Debt restructuring



» Procedure

e Application to National Company Law Tribunal
* Tribunal orders meeting

e Approval by:

* Majority in number
e 3/4th in value

* Tribunal sanction

* Filing with Registrar

» Important Points

* Binding on all stakeholders

* Tribunal ensures fairness and transparency
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