
THE RULE OF FOSS V S HARBOTTLE

The legal definition of Rule in Foss v Harbottle is A rule of corporations law: shareholders have no separate cause of
action in law for any wrongs which may .

The rule from Foss v. Prunty comments, "whether these characterisations are accurate or not, one point is
clear: in Foss v. Thus, Kelly ruled that there was no case to warrant the court's intervention, much less a very
strong one. His Honour also discussed both Hichens v. Whilst the Court may be declaring the acts complained
of to be void at the suit of the present Plaintiffs, who in fact may be the only proprietors who disapprove of
them, the governing body of proprietors may defeat the decree by lawfully resolving upon the confirmation of
the very acts which are the subject of the suit. Wrongdoers in control â€” If wrong doers to the company are in
control of the company, they will certainly not allow the company to file an action against such wrong doers.
Minority Shareholders: Major re-organizations: A minority shareholder has the right to disagree to a the
alteration of the corporate articles to revise the provisions concerning to the issuance or shift of shares, or to
modify or take away any constraint on the business the corporation may carry on; b the merging of the
corporation with a corporation that is not a additional or parent; c the maintenance of the corporation in
another jurisdiction; or d the corporation selling, hiring or exchanging all or significantly all of its property.
Harbottle, where litigation will be allowed. Foss, one of the shareholders brought a derivative suit alleging that
the promoters had conspired together to profit by the establishment of the company, and at the expense of the
company. If a man intervenes in the affairs of another he must do so honestly, whatever be the character of
that intervention. Kanhaiya Lal, where the plaintiff, who was a shareholder of a respondent company,
complained about several investments being made by the company without adequate security, which was
contrary to the memorandum and therefore, seeked a permanent injunction against the company making any
such further investments. Reiterating this principle in MacDougall v. The courts further clarified that if the
directors of company are supported by the majority shareholders in what they do, the minority shareholders, in
general, can do nothing about it. The corporation might elect to adopt those transactions, and hold the directors
bound by them. Moreover, it is not imperative for the court to find cause for winding up in cases of
mismanagement to grant relief. The Court would then have been in a position to determine the merits of the
plaintiffs claim. The Secretary of State has the freedom to appoint inspectors under any of the available
grounds of appointment without having to specify which of the ground has been relied on. As Maloney
comments, "[a]ll are independent actions regardless of the Foss v. Exceptional cases however, may exist
where no majority shareholders can approve or affirm. This, being beyond the powers of the corporation, may
admit of no confirmation whilst any one dissenting voice is raised against it. The mortgagees are not
Defendants to the bill, nor does the bill seek to avoid the security itself, if it could be avoided, on which I give
no opinion. He must grapple with the intricacies of fraud, control, ratification and standing to sue, together
with subsidiary matters such as discovery and costs. Furthermore, in the case of, Bagree Cereals v. This point
is justifiably subject to criticism by Prentice. Legislative Reform The rule in Foss v. It should be kept in mind
that, a purchaser of shares who has not yet been registered may not be allowed relief against oppression. Ultra
vires and illegality The directors of a company, or a shareholding majority may not use their control of the
company to paper over actions which would be ultra vires the company, or illegal. This is mainly the
underlying principle governing the rule of majority.


