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LONDON: Customers queue to enter the Selfridges department store in central London yesterday to shop during the post-Christmas, Boxing Day sales. —AFP 

Tata’s market value took a hit after Mistry clash 

A distinct set of governance rules led to spat in India’s largest conglomerate
NEW DELHI/MUMBAI: When Ratan Tata
retired as chairman of Tata Sons Ltd in
2012, he proposed a change in the laws
governing the relationship between India’s
largest conglomerate and its key share-
holder, according to sources familiar with
the situation.

Until then, the Tata Trusts - public chari-
ties owning two-thirds of the company -
had easily protected its investment.  A Tata
family member had for decades held the
chairmanship at both the Trusts and the
company, whose businesses include cars,
software and steel. But an outsider, Cyrus
Mistry, had just taken the top job at Tata
Sons. Tata wanted to make sure the Trusts,
that rely on Tata Sons for dividends to fund
their charitable work, could keep having a
major say in company decisions, the
sources said.

Mistry agreed, and in doing so sowed the
seeds of his ouster from the company last
October, according to interviews with more
than half-a-dozen current and former Tata
executives and advisors, and a review of
meeting minutes, emails and a court peti-
tion that Mistry has filed against Tata Sons.

Mistry’s departure - and the reinstate-
ment of the 78-year-old Tata as interim
chairman - has triggered a bitter, public
spat that has contributed to nearly a $10
billion decline in the market value of Tata’s
many listed companies. Even if the conflict
is resolved, the company could face future
governance issues as the structure remains
unchanged, which means it could weigh
on any new chairman. “It is going to be very
difficult for an external person to take the
role,” said Shriram Subramanian, founder of
proxy advisory firm InGovern Research.

Mistry wrote in a letter to the Tata Sons
board on Oct. 26 that Tata improperly used
the change in bylaws to interfere in the
affairs of the company and created an alter-
nate power center at the group, which
made it hard for him to do his job.

Tata Sons spokesman Debasis Ray said
Tata asked Mistry to do only what was in
the bylaws and got involved in the compa-
ny’s affairs when he was asked. Tata Sons
has cited Mistry’s performance as the main
reason for firing him, holding him responsi-
ble for rising expenses and impairment
provisions.

Still, interviews with sources on both
sides and the review of documents show
that the changes in bylaws helped create
the conditions that caused friction
between Mistry and Tata and increasingly
hindered smooth functioning of the group.

Over the past 30 months, Mistry met Tata

- often along with fellow trustee Noshir
Soonawala - more than two dozen times to
update them on deals and other strategic
decisions at group companies. In several
cases, the meetings and explanations led to
disagreements, the sources said.

Changes to bylaws
The changes in bylaws, which were final-

ized in 2014 after more than a year of dis-
cussions, substantially increased the
accountability of the chairman of Tata Sons
to the directors nominated by the Trusts.
The Trusts can nominate one-third of Tata
Sons’ directors.  The new bylaws require
major decisions, such as deals and changes
to the company’s capital structure, be
approved by a majority of the Trusts’ nomi-
nees. The chairman was also now required
to present five-year and annual business
plans to the board and have them
approved by a majority of the nominees,
the bylaws show.

The chairman, though, was not directly
accountable to any of the trustees, includ-
ing Tata. The Trusts’ nominees were expect-
ed to represent their interests on the Tata
Sons board, sources familiar with the rules
on both sides of the conflict said.

Mistry said in his letter that the family’s
patriarch nevertheless continued to direct-
ly interfere in the conglomerate’s affairs
and called the nominees “postmen” who
did Tata’s bidding.

Mistry also wrote that Tata’s interference
“severely constrained” his ability to make
the necessary changes to turn around
many of the conglomerate’s loss-making
businesses.

Of the three nominees of the Trusts on
the nine-member Tata Sons board at the
time of Mistry’s ousting, one declined to
comment and two others could not be
reached. Tata Sons’ Ray denied that Tata
interfered with operational matters after
stepping down. Tata never attended the
group’s board meetings and any interac-
tion between Tata and Mistry was at
Mistry’s behest, Ray said.

The dispute is now being litigated.
Mistry filed a petition on Dec. 20 at the
National Company Law Tribunal, a quasi-
judicial body that deals with corporate
grievances in India.

In his petition, Mistry has asked the
court to stop Tata and the trustees from
interfering in the affairs of the company,
replace the entire Tata Sons board and

order an investigation into the role of the
trustees. Tata Sons has called his accusa-
tions baseless and malicious and said it
believes that Mistry’s petition is not main-
tainable in law.

Many meetings
While the extent of Tata’s influence

remains in dispute, sources on both sides
acknowledged that Tata and Mistry often
met to talk about the affairs of the compa-
ny, and sometimes disagreed on the best
course of action.

For example, when Tata Power decided
to buy $1.4 billion worth of renewable
energy assets from rival Welspun Energy
this summer, Tata and Soonawala - who is
also a former Tata group finance chief and
close confidante of the family’s patriarch -
got involved. Emails from early July
between Mistry and Soonawala show that
Soonawala had ideas about how the deal
should be structured that were different
from the proposals made by bankers who
were advising the group.

Soonawala also told Mistry to get Tata’s
sign off before finalizing the deal, two
sources close to Mistry said, adding that
the involvement of the two men led to the
deal being delayed by several weeks.

Ray said Soonawala, 81, got involved
because he was asked by Mistry to do so.
Another Tata Sons spokesman said “there
were no delays because of consultation
with the trustees”. Sources close to Mistry
deny he asked for Soonawala’s advice.
Reuters could not independently confirm
whether such a request was ever made.

In another instance, just weeks before
an Indian telecom airwaves auction in the
autumn, Mistry met Tata and Soonawala on
three separate occasions to discuss Tata
Teleservices’ bidding strategy, two sources
close to Mistry said. They said the meetings
lasted for hours, as the two sides disagreed
on how much extra spectrum Tata
Teleservices should buy.

Reuters could not independently deter-
mine who asked for the meetings. Tata and
Soonawala wanted the purchase to be kept
at a minimum because the company was
already bleeding, but Mistry and Tata
Teleservices executives wanted to buy
more, arguing it could help increase value
and draw interest from suitors, the sources
said. Tata Teleservices ended up paying
46.2 billion rupees ($681 million) for some
of the spectrum being sold, government
data showed. What is not clear is who pre-
vailed in the internal argument over the
bidding. — Reuters

Saudi post-budget rally 

stalls, UAE bourses firm

DUBAI: The Saudi Arabian stock market’s post-budget rally
ran out of steam yesterday as the index neared technical
resistance, while United Arab Emirates bourses outper-
formed the region.

The Saudi index added 1.5 percent on Sunday in reaction
to Riyadh’s modestly expansionary state budget for 2017. But
it closed 0.3 percent lower at 7,166 points yesterday in lower
trading volume. Technical resistance lies at this year’s peak of
7,235 points, hit earlier this month.

Utility Saudi Electricity, which jumped 8.7 percent on
Sunday after the government said in the budget that it would
raise domestic fuel and electricity prices by unspecified mar-
gins later this year, fell back 2.6 percent. 

The petrochemical sector, which had outperformed after
the budget plan pledged not to raise gas feedstock prices
before 2019, slipped 0.4 percent. 

But Zain Saudi, which rose 1.9 percent on Sunday after say-
ing it was in talks to sell its mobile transmitter towers to a con-
sortium of TASC SAL and ACWA Holding, climbed a further 3.0
percent yesterday. In Dubai, the index rose 0.8 percent as trad-
ing volume expanded. Amusement park operator DXB
Entertainments gained 3.9 percent.

Shuaa Capital initially rose as much as 2.6 percent after it
bought 14 percent of Bahrain’s Khaleeji Commercial Bank, a
subsidiary of GFH Financial Group , on Sunday for 9.6 million
dinars ($25 million). But Shuaa closed down 1.3 percent.
Retail and hospitality firm Marka, which surged last week
after news that its chief executive Nick Peel had resigned,
continued pulling back, losing 2.6 percent.

Abu Dhabi rose 0.4 percent on the back of strength in
blue-chip banks such as Abu Dhabi Commercial Bank, up
1.6 percent. In Egypt, the index dropped 0.6 percent amid
profit-taking in blue chips such as Global Telecom, down 4.0
percent. But Arabia Cotton Ginning, which climbed 5.9 per-
cent on Sunday after its board approved splitting the com-
pany into two separate entities, rose by the same margin
again yesterday.

HIGHLIGHTS
SAUDI ARABIA
* The index dropped 0.3 percent to 7,166 points.
DUBAI
* The index rose 0.8 percent to 3,552 points.
ABU DHABI
* The index gained 0.4 percent to 4,456 points.
QATAR
* The index fell 0.5 percent to 10,344 points.
EGYPT
* The index dropped 0.6 percent to 12,182 points.
KUWAIT
* The index rose 0.3 percent to 5,714 points.
OMAN
* The index edged down 0.1 percent to 5,727 points.
BAHRAIN
* The index fell 0.3 percent to 1,208 points. — Reuters
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MUMBAI: Crisis erupted in Indian conglomerate Tatas after Cyrus Mistry (left) was
ousted as Tata Sons chairman on 24 October, 2016.


