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Abstract 

Class action suit which was introduced by the effect of 2013 amendment act 

under the companies act mentions about filing a suit in class. This type of suit 

simply connotes that if there is a violation in the rights of the depositors of any 

company and such infringement is against the same person or the company itself 

then these people can file one suit in a group against such person or company. 

Tribunals play a very important role while dealing with the cases filed under 

class action suit. This very amendment under the companies’ act needed an hour 

in order to safeguard the interests of depositors in a company. Through this 

research article the researcher tries to out show the need to introduce class action 

suit in India and how it protects the depositors from any ultra vires act of the 

directors or the company itself. 
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Having similar analogy as to Public Interest Litigation, Class Action Suit is also a suit brought up 

by a class of people or a group of people having similar type of injury which is against the same 

person and which is under the same enterprise. Whenever the shareholders or creditor/depositors 

feel that the management of a company is conducting affairs which are prejudicial to the interests 

of the shareholders or depositors or both, they can together file a class action suit by few people 

representing the whole group of aggrieved persons. Class Action Suits which was introduced by 

the Companies Act amendment of 2013 was one of a major changes which was brought under the 

dimension. The major objective behind such change was in order to safeguard the interest of 

minority shareholders of the company against wrong practices done by the directors or any other 

authority of the company. If there were no class action suits in existence then there would have 

been a chaotic situation as for same injury there would have been different suits which could have 

adversely affected in pendency of suits, judges pronouncing different judgements with different 

interpretation on the similar issue. 

Under the Companies Act of 1956 there was no mention of the term Class Action Suits but 

although the act mentioned about individual rights of the people involved in the company. Due to 

the absence of this very mechanism there were many issues and wrongful practices getting done 

by the companies, basically the rights of the minority were hampered and they weren’t being able 

to represented well also companies engaged themselves in many scams and committed offences, 

due to not having Class Action Suits the problems and suits were filed in the traditional way but 

with time when number of scams started increasing there was felt a need for having such a 

mechanism which would help in resolving the disputes and grievances and punishing the 

wrongdoer. 

Following such scams there was a major scam namely the Satyam1 scam which afterwards initiated 

for having a necessary call for Class Suits Actions. A company named as Satyam Computer 

Service Limited (2003-2008) was one of the biggest company at that time which was based on IT 

and computers, it was a very first company to regularize IT in 2009 in India. This company also 

contained 43 thousand foreign shareholder and 3 lakh Indian Shareholder.  

 
1 Writ Petition No.37487 of 2012 
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Raju Ramlingum was the founder of this company, he was engaged in making wrong financial 

reports and he used to take funds from the shareholders and used to invest in his daughter’s 

company. As after having knowledge of the fraud all the shareholders filed individually different 

suits with regard to the provisions as mentioned under the Companies Act of 1956. As there were 

43 thousand foreign shareholder as well hence, as US had provision related to Class Action Suits 

it was introduced in the year 1938 only over there and it’s also known as representative suits they 

all filed a class action suit together and they had a bilateral agreement so they got their money 

back. Whereas Indian shareholders were not able to get their money back in such a short time, they 

were not able to follow such easy mechanism and even after a time period when the case was 

getting solved even then the individual interest was not fulfilled as the company was penalized and 

people involved were also punished but the money which was invested by the shareholders was 

not returned therefore it was a mockery made of Indian law globally. 

There were end number of scams following in this particular time period there was a Sahara2 scam 

too following after the Satyam scam, after facing all these scams and the directors out casting the 

shareholders there was a need to bring fruitful changes for the interest of the shareholders. These 

scam showed India the necessity of having Class Action Suit following to which the 2013 

amendment to the Companies Act introduced Class Action Suits in India. 

Sub-Section (3) of Section 245 notices regarding the expected number of individuals for filing an 

application. The essential number of individuals or depositors for filing the application under Sub-

Section (1) of Section 245, preceding the Tribunal, is explained through the new amendment 

brought in Rule 84 of the National Company Law Tribunal Rules, 2016, which has endorsed the 

imperative number and subsequently has led to the National Company Law Tribunal (Second 

Amendment) Rules, 2019. As per such amendment, if there should be an occurrence of an 

organization having share-capital, there ought to be 5% of the absolute number of individuals from 

the company or 100 individuals from the company, whichever is less (or) part or individuals who 

hold at least 5% in the gave share capital of a company assuming it is unlisted; part or individuals 

holding at least 2% in the gave share capital in the event that the company has noted.  

 
2 C.A. No. 9813 of 2011 and C.A. No. 9833 of 2011 
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On account of depositors, the essential number is5% of the absolute number of depositors of the 

company or 100 depositors of the company, whichever is less (or) the depositors or depositors to 

whom the company owes 5% of total deposits of the company. 

After filing the class action suit, the depositors can seek orders. The tribunal may put a restriction 

on the company for committing the act which was an ultra vires to the articles and memorandum 

of association of the company. Further, it can also hold the company accountable for committing 

any breach to the provisions of MOA and AOA. The tribunal can direct the company to alter its 

memorandum or articles as void if the particular resolution was passed by suppression or by 

misstatement of any depositor. 

The tribunal plays a very important role in this case scenario the tribunal is vested with absolute 

power while deciding any case where the subject matter is related to class action suit. On receipt 

of a class action suit application, the Tribunal will investigate the accompanying prior to letting it 

be known: 

• Whether the part or contributor is acting sincerely in making the application for looking for a 

request; 

• Any proof before it concerning the inclusion of any individual other than chiefs or officers of 

the organization on any of the issues; 

• Whether the cause of action is one which the part or contributor could seek after by his own 

doing as opposed to through a request under this segment; 

• Any proof before it regarding the perspectives on the members or depositors of the organization 

who have no private interest, immediate or roundabout, regarding this situation being continued 

under this segment; 

• Where the cause of action is a demonstration or oversight that is yet to happen, whether the 

demonstration or exclusion could be, and in the conditions would probably be approved by the 

organization before it happens or sanctioned by the organization after it happens; 

• Where the cause of action is a demonstration or oversight that has proactively happened, 

whether the demonstration or exclusion could be, and in the conditions would probably be, 

endorsed by the organization. 

 



           Volume II Issue II                                                                                      NYAAYSHASTRA LAW REVIEW | ISSN: 2582-8479   
 

pg. 5 

 

 

Assuming the application is conceded: The tribunal will have respect to the accompanying: 

 

• Public notification will be served on the confirmation of the application to every one of the 

members or depositors of the class in such way as might be endorsed; 

• All comparable applications pervasive in any ward ought to be combined into a solitary 

application and the class members or depositors ought to be permitted to pick the lead candidate 

and in the occasion, the members or depositors of the class can't come to an agreement, the 

Tribunal will have the ability to delegate a lead candidate, who will be responsible for the 

procedures from the candidate's side; 

• Two class action applications for a similar cause of action will not be permitted; 

• The expense or costs associated with the application for class action will be settled by the 

organization or some other individual liable for any harsh demonstration. 

Where any application documented before the Tribunal is viewed as negligible or vexatious, it 

will, because of motivations to be kept recorded as a hard copy, reject the application and make a 

request that the candidate will pay to the contrary party such expense, not surpassing one lakh 

rupees, as might be determined in the request. 

Any request passed by the Tribunal will be restricting on the organization and every one of its 

members, depositors and inspector including review firm or master or specialist or consultant or 

some other individual related with the organization. On the off chance that an organization neglects 

to consent to a request passed by the Tribunal under this segment will be culpable with fine which 

will not be under five lakh rupees yet which might stretch out to 25 lakh rupees and each officer 

of the organization who is in default will be culpable with detainment for a term which might reach 

out to three years and with fine which will not be under 25 thousand rupees yet which might reach 

out to one lakh rupees. 

The provisions of Class Action in the Companies Act guarantees that the administration of an 

organization focuses on the interest of the stakeholders and the organization against its own and 

make them liable to the stakeholders of the organization for their acts. It makes the administration 

more capable towards their trustee obligations according to the organization.  
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The legitimate sponsorship to a Class Action has given a more grounded traction to the minority 

investors of an organization to shield their premium through a delegate suit. In any case, this extra 

power ought not to be misconstrued as another strategy to hold the organization at deliver for their 

requests. When contrasted with different cures, Class Action is of a more genuine nature and 

includes grave implications on the off chance that the application is viewed as made with malafide 

goals or doesn't adjust to the measures recommended in the Companies Act. The investors or 

depositors wouldn't have the option to move away for recording a pointless or vexatious 

application without any problem. The candidates ought to painstakingly gauge their choices under 

various provisions of the Companies Act prior to continuing under this part. Considering the severe 

quantitative and subjective screening of all Class Action applications, a substitute cure under the 

Companies Act may some of the time end up being a more secure bet for the investors and 

depositors. Be that as it may, the chance of a Class Action suit documenting is a welcome 

presentation. 

 

 


