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ABSTRACT

The commentary pertains to the highly significant and contemporary issue of corporate
governance, board autonomy, and minority shareholder rights under the Companies Act, 2013,
highlighted through the landmark Supreme Court judgment in Tata Consultancy Services Ltd.

v. Cyrus Investments Pvt. Ltd. (2021). The paper discusses the complex legal friction arising from
the abrupt removal of Cyrus Mistry as Executive Chairman of Tata Sons and the subsequent
allegations of oppression and mismanagement under Sections 241 and 242 of the Companies Act,
2013. It addresses the fundamental need to strike a balance between the functional autonomy of
company boards to make leadership decisions and the protection of substantial minority
shareholders from oppressive corporate actions. By examining the Supreme Court's critical
evaluation of tribunal jurisdiction, the reinstatement of directors, the business judgment rule, and
the legal validity of converting a public company to a private company, the paper underscores the
high legal threshold required to prove oppression. Furthermore, it highlights the emerging judicial
preference for exit and monetary remedies over structural management interventions, offering a
critical comparative perspective on the future of corporate governance and minority protection

mechanisms in India.
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INTRODUCTION

The judgment of the Supreme Court of India in Tata Consultancy Services Ltd. v. Cyrus
Investments Pvt. Ltd.!, marks one of the most consequential pronouncements on corporate
governance and minority shareholder protection under the Companies Act, 2013.2 Delivered on 26
March 2021 by a Bench comprising Chief Justice S.A. Bobde, Justice A.S. Bopanna, and Justice
V. Ramasubramanian, the decision arose out of the very public boardroom dispute between the
Tata Group and the Shapoorji Pallonji (SP) Group, triggered by the abrupt removal of Cyrus Mistry
as Executive Chairman of Tata Sons in October 2016. The case is significant not merely for its
commercial stakes, but because it was the first matter concerning allegations of oppression and
mismanagement under Sections 241 and 242 of the Companies Act, 2013, to reach the Supreme
Court, thereby settling several unresolved questions regarding the boundaries of tribunal

intervention in internal corporate affairs.
FACTUAL BACKGROUND

Cyrus Mistry was appointed Executive Chairman of Tata Sons in 2012, succeeding Ratan Tata.
During his tenure, friction emerged within the Board over strategic decisions, including past
investments such as the Corus Steel acquisition and the AirAsia venture, which Mistry
characterised as having caused financial setbacks to the group. On 24 October 2016, the Board of
Tata Sons removed Mistry from his position as Chairman, citing a loss of confidence in his
leadership, though he continued as a Director until his eventual removal as a director of the
company in 2017. Aggrieved by this, Mistry, through Cyrus Investments Pvt. Ltd. and other SP
Group entities, approached the National Company Law Tribunal (NCLT), Mumbai, alleging that
his removal amounted to oppression of minority shareholders and mismanagement of the
company's affairs, in violation of Sections 241-242 of the 2013 Act.’> The NCLT dismissed the
petitions, finding no merit in the allegations. On appeal, the National Company Law Appellate
Tribunal (NCLAT) reversed this finding in December 2019, controversially reinstating Mistry as

Executive Chairman and holding several corporate actions, including the conversion of Tata Sons

'Tata Consultancy Services Ltd. v. Cyrus Investments Pvt. Ltd., (2021) 9 SCC 449 (India).
?The Companies Act, No. 18 of 2013, India Code.
3’The Companies Act, No. 18 of 2013, §§ 241-242, India Code.
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from a public to a private company, to be illegal. Tata Sons and TCS appealed this order before

the Supreme Court.
ISSUES BEFORE THE COURT

The Supreme Court was principally called upon to determine three questions: first, whether the
removal of Cyrus Mistry as Executive Chairman constituted an act of oppression or
mismanagement within the meaning of Sections 241 and 242; second, whether the NCLAT had
exceeded its jurisdiction in granting the relief of reinstatement, a remedy that had not even been
specifically sought by the respondents; and third, whether the conversion of Tata Sons from a

public company to a private company, effected decades after incorporation, was valid in law.
HOLDING AND REASONING

The Supreme Court allowed the appeals filed by Tata Sons and TCS in their entirety, setting aside
the NCLAT's order. On the central question of oppression, the Court held that the removal of a
chairman or director through a valid board resolution, exercised strictly in accordance with the
Articles of Association, does not by itself amount to oppression or mismanagement under Section
241, particularly where the affected individual continues to enjoy his rights as a shareholder and
director is not simultaneously extinguished without due process. The Court emphasised that
personal or strategic disagreements between board members, however significant commercially,
do not meet the high threshold of 'oppression', which requires conduct that is burdensome, harsh,

and wrongful to the minority, conducted in a manner that is not in accordance with fair play.

On the question of relief, the Court was particularly critical of the NCLAT's decision to reinstate
Mistry, holding that tribunals exercising jurisdiction under Section 242 cannot grant reliefs that
were neither pleaded by the parties nor logically flow from the findings recorded. The Bench
underscored that reinstatement as an extraordinary remedy could not be imposed upon a company
where the Board had unambiguously lost confidence in an individual, since compelling such
cohabitation would be unworkable and contrary to commercial realities. This aspect of the ruling
effectively reinforced the business judgment rule, signalling that courts and tribunals must exercise

considerable restraint before substituting their own commercial wisdom for that of a company's

board.
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On the conversion of Tata Sons into a private company, the Court undertook a detailed examination
of Section 2(68) and Section 3(1)(ii1) of the Companies Act, 2013, alongside Section 43A of the
erstwhile Companies Act, 1956.4 It held that by virtue of Section 465(3), the definition of a private
company under Section 2(68) of the 2013 Act would prevail, and that Tata Sons retained the
character of a private company notwithstanding earlier deemed public company status under the

repealed provisions. The conversion was accordingly upheld as valid.

On the issue of Article 75 of the Articles of Association, which empowered Tata Sons to call upon
any shareholder to transfer their shares at a fair value, the Court declined to adjudicate upon what
would constitute fair compensation, leaving the SP Group at liberty to pursue an exit either under

Article 75 or through any other legally available remedy.
CRITICAL ANALYSIS: CORPORATE GOVERNANCE IMPLICATIONS

The judgment is significant for the clarity it brings to the scope of judicial and quasi-judicial
intervention in internal corporate governance. By reaffirming the business judgment rule, the Court
has signalled that company boards must retain functional autonomy to take decisions, including
decisions regarding leadership, without the constant threat of being second-guessed by tribunals
absent clear evidence of bad faith, fraud, or illegality. This is a salutary principle from the
standpoint of certainty in corporate administration; boards cannot function effectively if every
contested removal invites prolonged litigation over the wisdom, rather than the legality, of the
decision. At the same time, the ruling places a significant burden on minority stakeholders seeking
redress, since establishing the heightened threshold of oppression, namely conduct that is
burdensome, harsh, and wrongful, going beyond mere unfairness, is no easy task, especially

against a well-resourced majority.
CRITICAL ANALYSIS: MINORITY SHAREHOLDER RIGHTS

From the perspective of minority shareholder protection, the judgment has attracted considerable

academic scrutiny. The SP Group held a substantial minority stake of approximately 18.4 per cent

“The Companies Act, No. 18 of 2013, §§ 2(68), 3(1)(iii), 465(3), India Code; The Companies
Act, No. 1 of 1956, § 43A (repealed).
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in Tata Sons®, a holding far more significant than the term 'minority’' typically connotes in widely-
held listed companies. Critics have argued that the Court's narrow reading of oppression under
Section 241 may inadvertently weaken protections for substantial minority blocks in closely-held
and family-controlled enterprises, where majority control over board composition can effectively
be used to marginalise dissenting voices without technically breaching any procedural
requirement. The Court's reluctance to delve into the fairness of Article 75's compulsory exit
mechanism leaves open important questions about valuation and the adequacy of exit protections

for minority shareholders who find themselves at odds with majority will.

Equally, the Court's refusal to entertain reinstatement as a remedy, despite NCLAT's findings on
procedural impropriety in the manner of Mistry's removal, suggests an emerging judicial
preference for monetary or share-transfer remedies over remedies that interfere with ongoing board
composition. This has the practical effect of channelling minority shareholder grievances towards
exit and compensation, rather than continued participation in management, a trend that aligns with
comparative jurisprudence in jurisdictions such as the United Kingdom and Delaware, but one that
may not always serve minority shareholders who seek a genuine voice in governance rather than

a buyout.
CONCLUSION

Tata Consultancy Services Ltd. v. Cyrus Investments Pvt. Ltd. occupies a pivotal place in Indian
corporate jurisprudence as the first Supreme Court ruling interpreting oppression and
mismanagement under the Companies Act, 2013. The decision strikes a deliberate balance in
favour of board autonomy and commercial certainty, reinforcing the principle that tribunals must
not lightly interfere in internal management decisions taken through valid corporate processes.
While this furthers predictability for businesses and reassures boards against opportunistic
litigation, it simultaneously raises legitimate concerns about whether existing legal thresholds
adequately protect substantial minority stakeholders in closely-held corporate structures from
being systematically outvoted on matters of fundamental importance. Going forward, the judgment

will likely serve as the touchstone for oppression and mismanagement claims in India, even as

The exact shareholding figure has been widely reported in secondary commentary on the
judgment; readers should verify the precise percentage against the official judgment text or
company filings before relying on it for academic citation.
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legislative and judicial attention may need to turn towards strengthening minority protection
mechanisms, particularly around exit valuation and board representation, to ensure that corporate

governance reform keeps pace with the evolving realities of Indian enterprise.
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