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SUMMARY

The Supreme Court of Texas held that the directors’ refusal to meet with prospective purchasers of a
minority shareholder’s stock was not oppressive conduct under the Texas receivership statute. The
Court further held that the statute did not authorize a court-ordered buyout of the minority
shareholder’s interests and declined to recognize a common-law cause of action for minority
shareholder oppression. The Court reversed the court of appeals’ judgment and remanded for
consideration of the shareholder’s breach-of-fiduciary-duty claim.
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QUESTIONS PRESENTED

1. What does the term "oppressive" mean under former article 7.05 of the Texas Business Corporations Act
and section 11.404 of the Texas Business Organizations Code?

2. Did the directors' refusal to meet with prospective purchasers constitute oppressive conduct under the
receivership statute?

3. Does former article 7.05 authorize a court-ordered buyout of a minority shareholder's shares?

4. Should Texas recognize a common-law cause of action for minority shareholder oppression in a closely
held corporation?

HOLDINGS

1. Directors or managers engage in oppressive actions under former article 7.05 and section 11.404 when
they abuse their authority over the corporation with intent to harm one or more shareholders, act
inconsistently with the honest exercise of business judgment, and thereby create a serious risk of harm to
the corporation.

2. The directors' refusal to meet with Rupe's prospective purchasers was not oppressive conduct under the
receivership statute.

3. Former article 7.05 authorizes only appointment of a rehabilitative receiver for oppressive actions; it
does not independently authorize a court-ordered buyout of a minority shareholder's shares.

4. Texas does not recognize a new common-law cause of action for minority shareholder oppression in
closely held corporations.

KEY QUOTATIONS

“We hold that this conduct was not “oppressive” under the statute on which the minority shareholder relies,
and in any event, the statute does not authorize courts to order a corporation to buy out a minority
shareholder’s interests.”

“We thus reverse the court of appeals’ judgment. Because the court of appeals upheld the judgment based on
the oppression claim and did not reach the breach-of-fiduciary-duty claim, we remand the case to the court of
appeals.”

“We decline to recognize a new common-law cause of action for “minority shareholder oppression” in closely
held corporations.”

FACTUAL BACKGROUND

Rupe, trustee of a trust owning an 18 percent interest in closely held Rupe Investment Corporation, sought to sell
her shares after relations with the controlling shareholders and directors deteriorated. The directors made
redemption offers but declined to meet with prospective outside purchasers, citing the corporation's interests and



securities-law risks. A jury found for Rupe on her claims and valued the shares at $7.3 million, leading the trial
court to order a corporate buyout.

PROCEDURAL HISTORY

Rupe sued the corporation and its directors, alleging oppressive conduct and breaches of fiduciary duty, and
sought an accounting, valuation, and a buyout or receivership. The jury found largely for Rupe, and the trial
court ordered the corporation to purchase her shares for $7.3 million. The court of appeals held that the directors'
refusal to meet with prospective purchasers was oppressive, upheld the buyout remedy, and remanded for
redetermination of the shares' value. The Texas Supreme Court reversed the oppression ruling and remanded
because the court of appeals had not addressed the fiduciary-duty claim.

DISPOSITION

reversed_and_remanded

REMAND INSTRUCTIONS

Remand to the court of appeals to address the breach-of-fiduciary-duty claim and any remedies available on that
claim, consistent with the Supreme Court's holdings.
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