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Verdlcts & Settlements

appellate process
$1.55 million _

Plaintiff Rama Madugula alleged
that he began working for defendant
Dataspace Inc. in late 2002, at which time
Dataspace was losing more than $50,000
per month. In less than a year, Madugu-
la’s efforts returned Dataspace to profit-
ability.

In light of Madugula’s substantial
contributions to the growth and sucecess
of the company, he became a 29 percent
shareholder in 2004. Madugula’s interest
increased to 36.25 percent in 2007 after
Dataspace redeemed another sharehold-
er'sinterest.

In his complaint, Madugula: alleged
that defendant Benjamin Taub terminat-
ed Madugula’s employment in breach of
a supermajority provision in a sharehold-
ers’ agreement. Plaintiff further alleged
Taub froze Madugula out of any involve-

dict for oppressmn totalmg approximate-
1y $1.3 million for a buyout and damages.

Taub appealed, arguing that (1) op-
pression is an equitable claim that should
have been tried by the court; and (2) the
breach of the supermajority provision was

just a bredch of contract and not evidence

of oppression. The Michigan Court of Ap-

peals denied the appeal on both grounds.

Taub then sought leave to the Michi-
gan Supreme Court, arguing the same
two points. The MSC — in the first share-
holder oppression case ever taken up by
the high court — held that the oppression
cause of action was an equitable claim, to
be tried by a jury, and that trial courts

may employ advisory juries when decid-.

ing claims alleging willfully unfair and
oppressive conduct, Madugula v. Toub,
496 Mich. 685 (2014). The MSC also held
that the breach of a shareholders’ agree-
ment can be evidence of oppression.

On remiand, the trial court used the

advisory jury’s findings and found op-

pression, writing: “Based on the facts:

produced at trial, the reasoning set forth
above and the governing law, the Court
concludes that Madugula’s: shareholder
interests were interfered with by Taub as

- a matter of law.”

The specific oppressive acts 1dent1-
fied in the order imclude: termination of
Madugula’s employment, - compensation
and benefits; denying-Madugula access
to information regarding Dataspace’s
operations; freezing Madugula out of de-

cision-making and involvement in- oper-

ations; and violation of the parties’ share-
holders agreement:
“"The court theh entered judgment in

’s specific oppresswe acts

favor ‘of Madugula, awarding a buyout
of $1.2 million and $191,675 in dam-
ages. After setting off amounts that the
court determined were owed to Taub,
the court entered a total net judgment
of $1,283,782.66 against Taub, with in-
terest payable at the statutory rate and
compounding annually. With interest, the
judgment reached $1.55 million. Defen-
dant filed a claim of appeal, and the court
ordered him to post a bond in the amount
of $600,000.

The case then settled for a confidential
amount.

Gerard V. Mantese, co-counsel for
plaintiff, provided case information.




