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Key excerpts from the 368 pages NCLT order dismissing Mistry group’s petition against 
Tata Sons 
 
“It was Monday, 24.10.2016, like any   other   day, but   to Bombay House -  Tata Sons Ltd 
registered   office, it is not the same. It Is the day that caused Inflection   to the annals   of the 
company. In more than 100 years' history of the company, change of guard happened only six 
times.” 
 
“On 24.10.2016,   Tata Sons   Ltd.  (in short "the company/Tata Sons/TS") held Board Meeting 
with  several  agenda    items  including agenda   of   "any   other   ltern", where   under, Chairman      
of   the Company,  Mr.   Cyrus Pallonji   Mistry (hereafter called “Mr.    Cyrus”) was removed from 
the position   of Chairman of the company under the   head   of   "any   other   item", without being 
given 15 days prescribed notice to Mr.  Cyrus, which the petitioners - Companies   of   Pallonji 
family having above 18% equity of the company - to file this   Company Petition..” 
 
The petitioners had sought the following reliefs: 
  

a) The necessity of an affirmative  vote of the  majority  of directors  nominated  by the Trusts, 
which are majority shareholders,  be deleted; 

 
b) The Petitioners   be entitled to proportionate   representation on the Board of Directors of 

Respondent No .1; 
 

c) The   Petitioners     be   entitled    to   representation   on    all committees   formed     by    
the    Board    of    Directors     of Respondent No.1; and 

 
d) The Articles of Association  be amended accordingly. 

 
NCLT dismissed this petition on July 9, by observing as follows: 
 

 On the issue of Mr. Tata’s prejudicial conduct w.r.t. non-payment of its share of arbitration 
award by Siva Group Company (Sterling), in TTSL-Docomo arbitration, NCLT observed, 
“No material has been placed either by petitioners or by Cyrus Mistry saying that 
petitioners moved some action against Mr. Siva for recovery of monies to which Mr. Tata 
raised an objection” 

 

 “For no money has been paid by any of the Tata group companies for the acquisition of 
TTSL shares by Siva group, it cannot be attributed that the company incurred loss by 
acquisition of shareholding of TTSL by Siva group co.” 

 

 “As for TTSL acquisition, it cannot be said as a careless decision taken by management 
at that time…” 

 

 “It appears that Cyrus Mistry, because of heartburn he had due to being removed as 
Executive Chairman of Co., they tried to stream roller all these business decisions upon 
Mr. Tata as mismanagement of the affairs causing prejudice to the company, so as to bully 
the answering Respondents (Tata Sons, Mr. Ratan Tata ) by using Sec. 241 as a device.” 
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 On the allegation that occurrences of some acts in Air Asia India Pvt. Ltd. caused prejudice 
to the interest of the Company/Petitioners, NCLT stated, “Air Asia decision was not a fait 
accompli upon Cyrus Mistry…” 

 

 “All sorts of allegations regarding Air Asia transaction have been made with impunity by 
Cyrus Mistry flouting all legal principles…” 

 

 “Cyrus Mistry took active part in Air Asia incorporation, presided over a meeting to further 
fund it.” 

 

 “Cyrus Mistry and petitioners have gone ahead to make a scurrilous statement, without a 
shred of paper, that Mr. Tata funded one terrorist through Hawala with diversion of Air 
Asia funds…” 

 

 On the question of whether the business transactions between Mr. Mehli Mistry and Tata 
Power Co. Pvt. Ltd. under the Chairmanship of Mr. Tata were prejudicial, NCLT observed, 
“All these allegations are for fetching without any point or material, we can with all humility 
say it is a futile exercise made by the petitioners as well as Mr. Cyrus putting this bench 
through all this voluminious documentation, inspite of it, not even a mole is present after 
digging the mountain.” 

 

 As regards the Nano project, NCLT found that allegations were made without making Tata 
Motors a party to the case. It further noted that almost all the suggestions on Nano project 
from Mr. Tata came on being solicited. 

 

 NCLT also rejected allegations on Jayem Auto getting benefited due to association with 
Mr. Tata. 
 

 NCLT dismissed reference to Mr. Tata as well as Mr. Soonawala as “Shadow Directors”, 
while remarking “The petitioners so disgustingly tried to drag in the concept of shadow 
directors to tag Mr. Tata and Mr. Soonawala”. It observed “the concept of shadow Director 
cannot be equated to the advices and suggestions given by Mr. Tata and Mr. Soonawala, 
moreover the word shadow itself indicates as something done lurking behind (and) 
normally this term is used only when foul play has taken place by the advice of somebody.” 

 

 It further elaborated “We have not found any merit in the argument that Majority rule has 
taken a back seat by introduction of corporate governance in Companies Act, 2013. It is 
like Corporate democracy is genesis, and Corporate governance is species. They are 
never in conflict with each other; the management is rather more accountable to the 
shareholders under the present regime”. 

 

 NCLT also held that Mr. Tata advising in relation to affairs of a company cannot be 
construed as conducting the affairs of the company. 

 

 NCLT found that not a single instance in history of the company or in Tata group, atleast 
in Cyrus Mistry’s tenure that Mr. Tata’s advice has been directly put into action without 
placing before the respective board. 
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 Further, by virtue of Tata Trusts holding 2/3 stake in Tata Sons and Mr. Tata heading the 
trusts, as per rule of democracy, these companies had to be run at the wish of majority ... 
i.e the Trusts headed by Mr. Tata. 

 

 “It makes no difference whether they opt for affirmative vote or electing majority directors 
in the company ... the result is one and the same.” 

 

 “Is it the idea of Cyrus Mistry that the majority shareholders should not say anything about 
the business of the company wherein the Trusts have majority shareholder?” 

 

 “There is fleet of letters from Cyrus Mistry asking advice on various issues ... When such 
is the case , can it be held out that Mr. Tata suggesting business idea for the cause of the 
company is wrong ?” 

 

 NCLT further rejected the allegation of Mr. Tata being privy to insider information. It stated, 
“It is inconceivable to understand how providing such information will become interference 
with the affairs of Tata Sons or flouting SEBI Regulations..” 

 

 “Mr. Tata being Chairman of Tata Trusts, by virtue of Art. 121(A) , Tata Sons is bound to 
provide information of the group companies to Tata Trusts prior to bringing the same 
before Board of Tata Sons.”. NCLT remarked, “Seeking information will never amount to 
conducting the affairs of the company.” 

 

 NCLT rejected Cyrus Mistry allegations that Mr. Tata tried to favour Ola Cabs in which he 
has an investment stating that “Nowhere did Mr. Tata say that Tata Motors should not 
have any deal with Uber and have a deal only with Ola.” 
 

 NCLT found the petitioners’ plea challenging conversion of Respondent Company to be 
“preposterous” primarily on three grounds – 
 

-       “As per law, the only requisite to make it private is as per Section 43A(2A), the 
company has to apply for making it from public to private…the Registrar of Companies 
even cannot go into as to whether it is in compliance with Section 31 of the Companies 
Act 1956 or not because under Section 31…it has been said subject to the provisions of 
the 1956 Act, and to the conditions contained in its memorandum, a company may, by 
special resolution, alter its Articles when it is to convert from public to private, but it has to 
be approved by the Central Government. Now on the advent of 2013 Act, this power has 
been conferred upon the National Company Law Tribunal….It is only mere information 
that has to be given to ROC as per sub-section 2A.” 
 
-       “The company has not altered any of the Articles of Association so as to bring any 
new entrenchment to the Articles already in existence. Therefore, it cannot be said that 
the management in the company has applied to slap some action upon the petitioners 
herein so as to cause prejudice to the rights already in existence. Of course majority is 
always at liberty to alter the Articles, but that has also not happened here.” 
 
-       Of course legally, nothing available on record to say that the company by filing an 
application to declare it as Private is unlawful or in violation of the Articles of 
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Association…an application under Section 14 is in no way can be construed as action to 
cause prejudice or oppression against the petitioners” 
 

 As to interplay of old and new enactment, NCLT observed, “for Section 43A has not been 
repealed in the year 2000, it cannot be said that section 43A companies registered before 
13.12.2000 would not continue as deemed public companies.” 
 

 “For this Company has become deemed public company by operation of law, and there 
being no other definition to private company under the new Act other than old definition, it 
cannot be called that it has to be treated as public company.” 
 

 Rejecting petitioners’ reliance on NCLAT ruling in Dr. M.A.M. Ramaswamy Chettiar of 
Chettinand Charitable Trust vs. M/s Chettinad Cement Corporation Ltd which held that 
conversion proceedings cannot be stayed or stalled on the ground that appellant would 
initiate 241 proceedings against the company, NCLT remarked, “This is no way helpful to 
the Petitioner indeed it is a finding suicidal to the case of the Petitioners.” 
 

 On the question of whether Articles 104B, 121, 121A and 75 of the AoA are per se 
oppressive against the petitioners and whether the same Articles were / have been used 
or expected to be used as tools of oppression and mismanagement, NCLT noted the 
modifications approved thereto during the 82nd AGM by father of Mr. Cyrus (Mr. P.S. 
Mistry) and in the EGM held on December 6, 2012 under the Chairmanship of Mr. Cyrus. 
NCLT further noted that in the EGM held on April 9, 2014, under the aegis of Mr. Cyrus, 
Articles 104B, 118, 121, 121A and 121B were altered conferring affirmative right in favour 
of the Trusts’ directors making it a requisite to the Board for an affirmative vote of the 
nominee directors for passing resolution. 
 

 As regards Article 75, NCLT observed, “This Article has been there by the time the 
petitioners have acquired shareholding in the company. For they have come into the 
company knowing fully well, restriction on transfer of shares in the mode mentioned in 
Article 75 is binding on them… When no rights or expectations have been conferred upon 
these petitioners with respect to the covenants of the Article 75, these petitioners could 
not raise any  objection to  continuation of this Article 75 on the ground it is oppressive 
against  the petitioners..” ; 
 

 Perusing the documents on record including minutes dated June 29, 2016 and arguments 
of both sides on power of affirmative vote of Trust directors and Petitioners’ right of 
proportional representation, NCLT opined, “it appears the facts taken place are slightly 
otherwise from the version presented by the petitioners’ counsel”. 
 

 “As per Article 121 r/w  Article 121A,  it is evident that any matter affecting the shareholding 
of the  Tata Trusts in  the company (TS)  or the rights conferred upon the Company by the 
Articles  of the Company  or the shareholders   of the company  in  any 
Tata  company,  if  not  already  approved  as part  of the annual business plan, shall be 
placed before the board of directors of the company,  before any of  the group  company 
(mentioned in Article 121A-(h)) has decided  in   respect  to making 
any  investment   exceeding Rs. 100 crores.” In Welspun matter, though papers appear to 
have been sent to the Trust nominee directors, Mr. Cyrus did not hold any board meeting 
before Tata Power Company signed the documents. It stated, “Let alone exercising the 
powers under Article 121-A, when substantial investment to such acquisition was to be 
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made by Tata Sons, is it not the duty of Mr. Cyrus to hold board meeting to take the 
approval of the board for acquisition of Welspun before TPCL proceeded with this 
transaction on 12.6.2016?” 
 

 Noting that Mr. Tata had resolved the issue by asking the Trust nominee director to 
approve the resolution, NCLT remarked, “Whose action in this episode is prejudicial?...For 
the petitioners have filed this company petition, we have not gone any further over this 
issue leaving it to the wisdom of the petitioners as to realise that the action of Mr. Cyrus 
is prejudicial to the interest of the company, or Mr. Tata.” 
 

 NCLT observed, “these petitioners made an attempt to portray that these two trusts 
nominee directors causing havoc to the functioning  of  the  company,  the  petitioners' 
counsel who vociferously  argued  this, has not placed single  minutes of  the  meeting, 
showing the trusts nominee directors vetoing the resolution by exercising their affirmative 
vote.” 
 

 As regards the allegation of petitioners of the breach of fiduciary duties by the Trust’s 
nominee directors on Tata Sons, NCLT perused Section 166 of Cos. Act 2013 and 
observed, “…the first and foremost   clause mentioned in this section is, subject to the 
provisions of the Act, a director of the company   shall act in accordance with the 
articles of the company. As to other sub-sections are concerned, it has been said that 
director shall work for the benefit of its members as a whole, in the interest of the 
company…”; 
 

 “The ire of the petitioners against independent directors and the directors of the company 
is that they voted in favour of removal of Mr. Cyrus as an Executive chairman of the 
company. Can it be called directors approving a resolution for the removal of an employee 
from the company amounts to the directors not discharging their duties?” 
 

 “As to the role of the independent directors along with other functions, it is true that they 
have to safeguard the interest of all stakeholders particularly the minority shareholders as 
well, but to say about protection of minority, it is a pre-requisite to show minority rights are 
prejudiced, here in this case we could not conceive as to what right of minority 
shareholders is adversely affected by the action of the answering respondents.” 
 

 W.r.t. the appointment of Mr. Cyrus as Chairman on the ground that their group company 
has 18.34% shareholding in the company, NCLT stated that “fitness being the criteria to 
recommend Mr. Cyrus to the post of Executive Chairman by the selection committee, how 
could his removal by the board of Tata Sons would become a grievance to minority 
shareholders? When that is not the grievance of minority shareholders, the petitioners 
could not even make it an allegation that removal of Mr. Cyrus as Chairman of Tata Sons 
as the grievance of minority shareholders, Mr. Cyrus would be considered at the most as 
an employee to the company for servicing his skills. The board removed him as Executive 
Chairman for the Trust has lost confidence in him.” 
 

 “If at all corporate governance does not mean that having five years' plan, demarcating 
roles of Tata Sons and Tata Trust. Basic idea of the corporate governance is to have 
transparency, accountability and fairness. Has it been said anywhere that so and so thing 
happened in the company is devoid of transparency? Moreover, this argument of 
Corporate Governance is in fact applicable against Mr. Cyrus because he is the person 
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continued in the management. However, since there is no Company Petition from the 
Respondent side before us asking a relief that Mr. Cyrus had run the company in violation 
of Corporate Governance, we cannot be on that point.” 
 

 “Corporate Governance is not an anathema to corporate democracy, in fact it is corollary 
to the corporate democracy to strengthen corporate democracy, the three principles set 
out in corporate governance are transparency, accountability and fairness.” 
 

 “If you see the Welspun issue, it is evident Mr. Cyrus refusing to provide space to Tata 
Trust and, besides this, other issues would also clearly reveal that Tata Trust has been 
put to the receiving end, in fact it is fight for upmanship. Mr. Cyrus tried to have ride over 
the majority shareholders by virtue of the position of Executive Chairmanship given to 
him.” 
 

 As to Article 121, it is nothing but furtherance to Article 1048 for saying that the matter that 
has come before the Board shall not be decided without affirmative vote of majority of the 
Directors appointed pursuant to Article 1048. Yes, to have majority control, they have 
opted the route of affirmative vote, since the majority limited its strength to 1/3'dof the 
Board of Directors, they have to have affirmative vote, otherwise how a majority rule will 
work out. Had there been directors from the majority side, entire Board would have been 
occupied by the directors of the majority, that not being the situation, to have their majority, 
they have settled to affirmative vote. Affirmative right having not given anything more than 
majority by strength, we don't see anything as per se oppressive in this article against the 
interest of the Petitioners.” 
 

 W.r.t. Article 121A “Welspun is a tell-tale example as to how Tata Sons Board to take the 
decision in respect to investment for acquisition of Welspun. It need not be said separately 
all these group companies either acquired by Tata Sons or promoted by Tata Sons. All 
these group companies virtually have been set up by Tata family members to spread its 
business and to use the funds for the well-being of the society. Since the investments of 
Tata Sons lying in various group companies, it is always good to take collective decision 
in the Board of Directors whenever any money is to be invested in the group companies. 
That being the purpose and object of this Article, it is sordid on the part of the petitioners 
to plead that Articles have become all of sudden per se oppressive against the interest of 
Petitioners. We remind that this is also an Article that has been approved in the EGM held 
on 09.04.2014 headed by Mr. Cyrus as Executive Chairman. To us, nothing appears per 
se oppressive against the interest of the Petitioners. Of course, the petitioners 
subsequently filed a memo deleting the relief for annulment of this article” 
 

 W.r.t. Article 75 (empowering a company to cause a compulsory transfer of its members 
shareholding) “per se existence of Article 75 is not oppressive against the interest of the 
Petitioners.” “A company running with characteristics of private, therefore, this company 
asking ROC to restore its status as private company cannot make this Article per se 
oppressive against the Petitioners. If at all the Petitioners feel that existence of such an 
Article in the company is in violation of any of the laws in force, they have to seek civil 
remedy before Civil Court, of course, how much it stands after passing 100 years is a 
million-dollar question” 
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 “Here it Is a company   worth   of Rs.6, 00, 000 corers, out of which, Rs. 5,00,000 crores 
worth economic interest is lying with   Tata Trusts   and individuals whereas these 
petitioners    according to the petitioners   had only Rs. 1,00,000crores economic interest.”  

 

 “Here Mr. Tata has never said that board meeting should not happen, he has never tried   
to rewrite   any  of  the  minutes   of  the   board  meetings,    the petitioners     have  also  
failed   to  show  minutes   of  a  single    meeting that   either   the  petitioners   or  the 
answering    respondents   differing with  each other.” 
 

 “Mr. Tata as well as Mr. Soonawala gave advises on being solicited... for they being richly 
experienced over the affairs of Company…..what is wrong in giving suggestions and in 
what way, it has affected the affairs of the company?” 
 

 “….the petitioners cannot generalize by showing some letters saying that Mr. Tata and 
Soonawala jeopardising the interest of the company….protecting the rights of majority in 
the Articles can never become either oppression against the Petitioners or 
mismanagement of the affairs of Tata Sons.” 
 

 “To establish   grievance u/s 241, the complainant    has to  pass various   tests  as 
stated  in   Section   241   and  242,  and  then  alone  a relief  could   be 
passed.  Section   242 reliefs cannot be invoked just by seeing 
abstract arguments like   this without any proof of oppression or 
unfairness   and  prejudice  against   the   Petitioners.” 
 

 W.r.t. the removal of Mr. Cyrus as Executive Chairman of the Company “can it be said 
that the shareholders, who were required for appointment could not vote at the time of 
removal, if that is the case, it is nothing but mockery of corporate democracy, therefore, 
we don't find any merit in this argument saying that the Trust nominee director should have 
abstained themselves from on the proposal moved by them. Accordingly, this issue has 
been decided against the petitioners and M. Cyrus.” 
 

 “…removal of an employee from the company by any stretch of imagination could not 
become a ground u/s 241 because removal of a person appointed on remuneration cannot 
be said as conducting the affairs of the company, it can at best be employment dispute” 
and “it cannot become a bugbear in the hands of the minority shareholders to stifle the 
freedom of functioning and freedom of management lying with majority.” 
 

 “….petitioners raised hue and cry in the company petition that the people outside of the 
board i.e. Mr. Tata and Soonawala sought unpublished price sensitive information of the 
listed companies…here the majority in the company belongs to Tata Trusts. If at all any 
such thing happens, the first loser will be Tata Trusts. Is that majority will do damage to 
themselves? Normally not”. 
 

 “It is highly “preposterous” on petitioners’ part and Mr. Cyrus making such unfound and 
serious allegations just as a “retribution to the heart-burn they had by the removal of Mr. 
Cyrus as Executive Chairman” 
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 In the context of removal of Mr. Cyrus Mistry as a Director NCLT accepted Respondents 
contention that “where a directorial dispute has no nexus with the shareholders' proprietary 
rights, the same cannot be entertained under oppression and mismanagement.” 
 

 Elucidating on how the concept of oppression and mismanagement law started brewing 
NCLT stated that “just and equitable ground would be in the cases where pre-existing 
partnership has been converted into a limited company, a stipulation for shareholders to 
participate in the conduct of business and restriction on the transfer of shares” and none 
of these grounds were applicable to Tata Sons. 
 

 NCLT stated, “…oppression and mismanagement concept is an exception to the majority 
rule, therefore applicability of it has to be limited to the extent as enunciated in the statute 
or else any person who has even one share also, through waiver route, can cause havoc 
to the companies running business”; 

 

 Asserting that the concept of oppression & mismanagement is not ‘declaratory’, NCLT 
remarked, “we should always remain very cautious in passing order u/s 241-242, because 
it is basic principle, that whoever invested more shall have his say over the affairs of the 
company that is run on his money….minority sailing along with majority is bound by the 
rule of majority….At the most, if oppression or prejudice or mismanagement is proved, 
then what right he gets is to extricate himself from company through exit route on fair 
valuation of his shares, but he will not get any right to impose his rule upon the shareholder 
who have majority in the company..” 
 

 “Therefore, even if anybody is identified doing wrong, it has to be limited to the wrong that 
has been done to such member, because by virtue of such wrong, company should not 
be put to sufferance”; 

 

 As per the closing clause to Section 242(1) of the Act, “relief that is to be passed is to bring 
an end to the matters complained of, not to declare what action is illegal or legal”; 

 
 

 “If you see the correspondence and transactions happened under the stewardship of Mr. 
Cyrus, it is evident on record that Mr. Cyrus created a situation that since he being the 
executive chairman of the company, he is not accountable either to majority shareholders 
or to the trusts nominee directors.”; 

 

 “Any executive chairman, for that matter, to all big companies will act, as a face of the 
company, but that does not mean that he is whole and sole and the majority will remain at 
the back and call of him”;   

 
 

 “The best example to prove that Mr. Cyrus tried to convey his way is highway is Welspun 
issue, where Mr. Cyrus on behalf of Tata Power entered into acquisition of an asset costing 
around Rs. 9000 crores even before Tata Sons passing a resolution as mentioned under 
Article 121A of AoA, which is nothing but bypassing the approval that was to be taken 
from the board of Tata Sons before entering into any understanding with other 
parties” inasmuch as acquisition in Tata Power is intrinsically connected to the economic 
interest of Tata Sons; 
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 “As to when Mr. Tata wanted to take some space on rent from Tata Motors Ltd, initially, 
Tata Motors itself offered the space to Tata Trusts since it was vacant for three years but 
subsequently changed its mind. That time Mr. Cyrus Mistry was the chairman of Tata 
Motors. Could it be said that Mr. Cyrus Mistry was not aware of Tata Motors conveying to 
Tata Trust to back out from the deal? In a situation like that, will it be that Mr. Tata writing 
a letter to Mr. Cyrus about this issue become interference with the affairs of its group 
companies?”; 

 

 “As to Ola and Uber, Mr. Tata tried to caution Mr. Cyrus to make sure that at least one out 
of these deals not slipped out from Tata Motors. It seems finally neither Uber nor Ola did 
a deal for Tata Motors cars. In a situation like this, when majority felt that Mr. Cyrus should 
not continue as executive chairman, they removed him, in the same time when he showed 
anxiety in sending bundles of papers to Income Tax authority without even putting it to the 
notice of principal officer, and leaking out information of the company to media, conflicting 
with the interest of the company, he was even removed as Director”; 

 

 Perusing the evolution of oppression and mismanagement remedy by examining the 
statutory provisions in India as well as in England, NCLT stated, “Now the interesting part 
under new regime that Companies Act, 2013, the Section for oppression and the section 
for mismanagement have been abridged into one section making just and equitable 
ground applicable to both scenarios…It is not that something new has come in the regime 
of 2013 Act, indeed the position that was in existence from 1951 to 1956 has been restored 
under 2013 Act. Now it is not open to any member to raise mismanagement ground saying 
that since mismanagement has been proved relief is to be granted. Now twin conditions 
have to be proved for mismanagement, i.e. mismanagement as well as ground for winding 
up under just and equitable ground.” 

 

 "Now the interesting part under new  regime  that  Companies Act,    2013,    the   Section   
for    oppression   and   the    section  for mismanagement     have  been abridged    into  
one section   making    just and   equitable      ground    applicable     to    both    scenarios,    
i.e.     for oppression as well as mismanagement. Now twin conditions have to be proved 
for mismanagement,     i.e.   mismanagement   as well   as ground for winding    up under 
just and equitable     ground." 

 

 "Justifying   these  two  given concepts   ls  somewhat   uphill    task  because  governance   
by  majority is  a rule;  protecting    minority   from  majority   is  an exception,   in  fact 
minority     protection     is    an   occasional  departure    devised    when majority   rule   
has become  a ruse to aim  at decimation of minority." 

 

 "Even though Executive Chairman   was appointed by Board of Directors, one point to   be   
remembered is, it    is   not   a   position    elected     by   the shareholders.     Though   
Executive   Chairman takes a lead in taking decisions but every such decision in respect  
to policy   issues  or  an Issue that  requires  Board  of Directors  approval,   it has to go 
through the  Board  of  Directors   only.    Executive   Chairman    post is not  an elected   
post;  therefore,    every  action  of the  Executive  Chairman   is amenable  to the  Board   
of  Directors. So is  the  case  in   Tata  Sons also.  It is  like  an Agreement  of employment   
for five years." 
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 Crushes Mistry’s assumption that he joined the Board as Executive Chairman with a free 
hand to run the affairs of the Company, owing to absence of any written reflection/ 
agreement indicating the same, the very idea being incongruous to the corporate 
governance and corporate democracy, thus holds that “this free hand rule concept is an 
antithesis to collective responsibility and collective decision making." 

 

 “Regarding leakage of information by Mr.   Cyrus to the outside people, the answering 
respondents submit   that soon after Mr.  Cyrus was replaced   as Executive Chairman of 
the company, he made unsubstantiated    allegations   casting   aspersions not only on 
Tata Sons but also   other  Tata  Group  companies   revealing   confidential information   
of  the   Tata   Sons  and  its   group   companies…” 

 

 “…it is evident that the information   that was not known to any outsiders in respect to Tata 
Sons and its group companies, because of this rift in   between  Mr. Cyrus   and   the   
board   of   Tata   Sons, the   business transactions   of Tata Sons   became public   for 
the letter captioned  as confidential   simultaneously    came  to media  and  the same  not  
been denied   either   by  the  petitioners   or  by  Mr.   Cyrus, the fact of this information 
coming out after Mr. Cyrus    was    removed on 24.10.2016 is undeniable. “ 
 

 “According   to law, a fact admitted   as done results into another action, such other action   
presumed to be remained   in the special knowledge  of  the  person   done  first   act,   it  
could   be inferred   as  done  by  him   only  as  envisaged   under  section    106   of 
Indian   Evidence    Act   unless    it   has  been  disproved    that   fact   of leaking  
information    is  proved  as done by somebody  else.” 

 

 “This company has run for more than 100 years; it was headed by Mr. Tata for more than  
12   years. Tatas dedicated   not only their   fortunes but their lives as well   for the good 
of the society   by giving   everything   to the   Trusts,   Mr.   Cyrus and   the   petitioners     
should    have   been   more   careful   in   making allegations       against     the   Trusts    
and   the   people   working    for  it.” 

 

 “Whenever  any  241-242   proceedings    are  initiated,     it  should    not  be to  dig  out  
mountain   to  get  a mole   as to  whether  any  actions   are there  falling   under  section  
241   or 242,  it must  be manifest   enough to any bystander  to feel   that  something  
harm  has been done to the economic     interest      of    the     aggrieved     member,     it     
must    be unconscionable    conduct,   not  by  holding  out  some  “suggestions” as 
“interferences”. 
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CONCLUSION 
 

a)   Removal   of  Mr.   Cyrus   Mistry   as  Executive   Chairman   on 24.10.2016    is  
because the  Board of Directors  and Majority of   Shareholders,       ie.,    Tata   Trusts    
lost     confidence      in Mr.   Cyrus    as   Chairman,    not  because   by  contemplating 
that   Mr.    Cyrus   would    cause   discomfort    to  Mr.    Tata, Mr.   Soonawala   and  
other   answering   Respondents    over purported  legacy  issues.  Board of Directors  are  
competent to  remove   Executive     Chairman;   no  selection    committee 
recommendation     Is    required    before   removing    him   as Executive  Chairman. 

 
b)   Removal  of Mr.   Cyrus  Mistry   from  the  position  of Director is  because he 
admittedly  sent  the company  information  to Income  Tax  Authorities;    leaked   the  
company  information to Media   and openly  come  out  against  the Board  and the Trusts,  
which  hardly   augurs  well  for smooth  functioning of the company,  and we have not 
found  any merit  to believe that   his  removal   as  director    falls   within     the   ambit   
of section  241  of Companies  Act 2013. 

 
c)    We  have  not  found  any  merit   to hold   that   proportional representation  on Board  
proportionate   to the shareholding of  the  petitioners    is  possible    so  long    as   Articles   
do  not have  such  mandate   as  envisaged   under  section   163   of Companies Act,  
2013. 

 
d)   We have  not  found any  merit  in  purported   legacy issues, such  as   Siva   issue,  
TISL   issue,  Nano   car  issue,   Corus issue,  Mr.  Mehli issue and Air Asia  issue to state  
that  those issues  fall  within   the   ambit   of  section   241  and  242  of Companies Act 
2013. 

 
e)   We also   have   not   found   any   merit    to   say   that   the company  filing   application   
under  section   14  of Companies Act  2013  asking  this   Tribunal    to  make  it  from  
Public   to Private    falls   for  consideration    under   the   jurisdiction    of section  241  & 
242 of Companies  Act 2013. 

 
f)   We have also found  no merit  in  saying  that  Mr.  Tata & Mr. Soonawala   giving  
advices   and  suggestions   amounted    to interference   in   administering    the  affairs  
of  the  company, so  that   to  consider   their    conduct   as  prejudicial      to  the interest  
of  the  company  under  section   241   of  Companies Act 2013. 

 
g)  We  have  found  no  merit   in  the  argument   that   Mr.   Tata and     Mr.     Soonawala       
acted     as     shadow     directors superimposing   their  wish  upon the company  so that  
action to  be  taken  under  section   241    &  242  of  Companies    Act 2013. 

 
h)  We have not found  any merit  in  the argument  that  Articles 75,  1048,   118,    121    
of  the  Articles   of Association    per  se oppressive  against  the petitioners. 

 
i) We  have   not   found   any   merit    in   the   argument    that Majority    Rule    has  
taken  back  seat   by   introduction    of corporate   governance   in   Companies  Act,  
2013,   it  is  like corporate democracy is      genesis,       and     corporate governance is 
species.   They are never in  conflict  with  each other;  the  management   is rather  more  
accountable  to the shareholders  under  the present  regime.   Corporate governance    is   
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collective       responsibility, not   based   on assumed free-hand   rule   which  is  alien  to  
the  concept  of collective  responsibility    endowed  upon the Board. 

 
j)   We   have   observed    that    prejudice    remedy    has   been included   in   2013   Act  
in   addition   to  oppressive   remedy already    there   and  also   included   application     
of  "just   and equitable"    ground   as  precondition     to  pass  any  relief    in 
mismanagement   issues,  which   was not  the case under  old Act. 
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