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Protecting the company from the 
promoter family’s feud 
The role of independent directors is a critical pillar in corporate 
governance structures. Investors expect independent directors to 
separate the interests of the company from those of its promoters.  They 
now want independent directors to weigh in when there are disputes 
within promoter factions. Investors increasingly show low tolerance for 
ambivalent behaviour in the boardroom as they start to ask tough 
questions. 
 

 
 

The debate on whether independent directors are truly independent is a global one - 
India is no exception. With a large part of corporate India being family-controlled, the 
two things that are certain, are related party transactions and intra-promoter feuds. 
Therefore, in India, the role of Independent Directors extends beyond stewardship of 
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the company. An integral part of the role comprises managing the controlling 
shareholders, and often protecting the company from the promoters themselves.   

Yet, there are very few examples of Independent Directors successfully thwarting the 
unbridled ambitions of promoters or navigating a family feud. Perhaps all of this 
happens inside closed rooms and to that extent, there is little credit given to stronger 
boards. However, public disputes have been a cause for concern: in several instances, 
companies are being dragged into the family feuds.  

Take for example the Kirloskar family feud. Kirloskar Industries Limited’s (KIL) board is 
asking if Kirloskar Brothers Limited’s (KBL) independent directors have independently 
verified the claims made by Sanjay Kirloskar in relation to the Deed of Family Settlement 
– and more importantly, does the Deed of Family Settlement bind KBL? KIL’s board also 
questions whether KBL’s independent directors have approved the ensuing litigation, 
given that the company has been dragged into family dispute. Independent of the 
veracity of the claims from either side, stakeholders will ask if the companies need to be 
dragged into a fight between the brothers. 

When Rana Kapoor was fighting Ashok Kapur’s family (wife and daughter) on their right 
to nominate board members, Yes Bank1 was dragged into the family feud and the board 
took a position supporting Rana Kapoor, rather than distancing the bank from the feud. 
As a result, a significant time and focus of the board was spent on the dispute -including 
the Nomination and Remuneration Committee rejecting Madhu Kapur’s nomination to 
the board even though she had not even asked to be nominated to the board! The issue 
came to a head when RBI too was dragged into the battle and co-opted into the litigation.  

Another on-going battle is with the Finolex group – between the Prakash Chhabria and 
Deepak Chhabria factions. Prakash Chhabria controls, through promoter shares and 
public shareholding, over 45% of the voting rights in Finolex Cables Limited: these shares 
were, up till the 2021 AGM, voting against all independent directors’ appointments. As a 
result, Finolex Cables Limited was unable to stabilize its board and governance 
structures for three years. In the 2022 AGM, the resolutions to appoint independent 
directors were passed – perhaps there was a negotiated cease fire, or perhaps the 
regulatory change on appointment of Independent Directors drove better decision-
making.  

Where families fight, boards have a responsibility towards the company first. In the 
entire Cyrus Mistry – Tata Sons saga, some of the listed company boards showed 
maturity in being neutral and following due process, rather than simply picking a side. 
Family feuds can be settled outside the boardroom as well – some of the larger 

 
1 Yes Bank Limited is one of IiAS’ several shareholders 
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https://www.bseindia.com/stock-share-price/finolex-cables-ltd/fincables/500144/voting-results/
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businesses houses in India, including the TVS group recently, have managed a family 
separation without animosity between the factions. 

Family feuds may be prevented if boards proactively look at succession planning. Given 
the family construct, this is a sensitive issue and is usually left to the promoter family. In 
case of multiple sons and daughters, promoters tend to break-up parts of the business 
in an effort to ensure equitable distribution of wealth. But equality in terms of businesses 
is never exact and this could sow the seeds for a family feud in the future. 

Corporate history in India is replete with family feuds causing the downfall of companies. 
Learning from history and avoiding these mistakes is critical for boards. Independent 
Directors must ask whether the board needs to get embroiled with intra-promoter group 
disputes. While it is impossible for the disputes not to be taken to the board, it is the 
independent directors’ responsibility to protect the company from such battles. If not, 
the company will be dragged into endless litigation and the management will remain 
distracted. None of this is in the interest of the larger set of stakeholders. 

Over the past 12 months, the push-back on (re)appointment of independent directors 
has increased. Some investors have even sought the removal of independent directors 
in cases where they believed the board failed to protect their interests. Investors are 
losing patience with companies where families fight public battles. It is only a matter of 
time before they direct their ire at the independent directors.  

 

  

 
 

A modified version of this column by Hetal Dalal was published on 
www.moneycontrol.com on 10 November 2022, and it can be accessed here: 
https://bit.ly/3E8PcJ7   
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Disclaimer 
This document has been prepared by Institutional Investor Advisory Services India Limited (IiAS). The information contained 
herein is solely derived from publicly available data, but we do not represent that it is accurate or complete and it should 
not be relied on as such. IiAS shall not be in any way responsible for any loss or damage that may arise to any person from 
any inadvertent error in the information contained in this report. This document is provided for assistance only and is not 
intended to be and must not be taken as the basis for any voting or investment decision and/or construed as legal 
opinion/advice. The user assumes the entire risk of any use made of this information. Each recipient of this document should 
make such investigation as it deems necessary to arrive at an independent evaluation of information referred to in this 
document (including the merits and risks involved) and exercise due diligence while using this report. The discussions or 
views expressed may not be suitable for all investors. The information given in this document is as of the date of this report 
and there can be no assurance that future results or events will be consistent with this information. This information is 
subject to change without any prior notice. IiAS reserves the right to make modifications and alterations to this document 
as may be required from time to time; however, IiAS is under no obligation to update or keep the information current. 
Nevertheless, IiAS would be happy to provide any information in response to specific queries. No copyright infringement is 
intended in the preparation of this document. Neither IiAS nor any of its affiliates, group companies, directors, employees, 
agents or representatives shall be liable for any damages whether direct, indirect, special or consequential including lost 
revenue or lost profits that may arise from or in connection with the use of this information. This report may cover listed 
companies (the ‘subject companies’); IiAS may hold a nominal number of shares in some of the subject companies to the 
extent disclosed on its website and/or these companies might have subscribed to IiAS’ services or might be shareholders of 
IiAS. IiAS and its research analyst(s) do not have any financial interest in any of the subject companies except to the extent 
disclosed on its website. 
 
Confidentiality 
This information is strictly confidential and is being furnished to you solely for your information. This 
information should not be reproduced or redistributed or passed on directly or indirectly in any form to any 
other person or published, copied, in whole or in part, for any purpose without the written permission of 
IiAS. This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen 
or resident of or located in any locality, state, country or other jurisdiction, where such distribution, 
publication, availability or use would be contrary to law, regulation or which would subject IiAS to any 
registration or licensing requirements within such jurisdiction. The distribution of this document in certain 
jurisdictions may be restricted by law, and persons in whose possession this document comes, should 
inform themselves about and observe, any such restrictions. The information provided in these reports 
remains, unless otherwise stated, the copyright of IiAS. All layout, design, original artwork, concepts and 
other Intellectual Properties, remains the property and copyright of IiAS and may not be used in any form 
or for any purpose whatsoever by any party without the express written permission of the copyright holders. 
 
Other Disclosures 
IiAS is a SEBI registered entity (proxy advisor registration number: INH000000024) dedicated to providing 
participants in the Indian market with independent opinions, research and data on corporate governance 
issues as well as voting recommendations on shareholder resolutions of about 800 listed Indian companies 
(https://www.iiasadvisory.com/iias-coverage-list). Our products and services include voting advisory 
reports, standardized services under the Indian Corporate Governance Scorecard, and databases 
(www.iiasadrian.com and www.iiascompayre.com). There are no significant or material orders passed 
against the company by any of the Regulators or Courts/Tribunals.  
 
This article is a commentary on general trends and developments in the securities market. 
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About IiAS 

Institutional Investor Advisory Services India Limited (IiAS) is an advisory firm, dedicated 
to providing participants in the Indian market with independent opinions, research and 
data on corporate governance issues as well as voting recommendations on shareholder 
resolutions for over 900 companies that account for over 95% of market capitalization.  
 

IiAS provides bespoke research, valuation advisory services and assists institutions in 
their engagement with company managements and their boards.  

 
IiAS has equity participation by Aditya Birla Sunlife AMC Limited, Axis Bank Limited, Fitch 
Group Inc., HDFC Investments Limited, ICICI Prudential Life Insurance Company 
Limited, Kotak Mahindra Bank Limited, RBL Bank Limited, Tata Investment Corporation 
Limited, UTI Asset Management Company Limited and Yes Bank Limited. 
 
IiAS is a SEBI registered entity (proxy advisor registration number: INH000000024). 
 

 

 


