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Back In
Business

The Mistry family owns 18.4% stake in
Tata Sons, the holding company of the

group

Tatas may move SC against NCLAT order

Order appears to even go beyond the
specific reliefs sought by the appellant,
says Tata Sons general counsel

PIYUSH PANDEY
MUMBAI

The Tata Group is likely to
move the Supreme Court
against National Company
Law Appellate Tribunal
(NCLAT’s) order to restore
Cyrus Mistry as the executive
chairman of Tata Sons Ltd.
and director on the board of
other Tata companies for the
rest of the tenure.

The group is studying the
order to decide on the future
course of action.

“It is not clear as to how
the NCLAT order seeks to
overrule the decisions taken
by shareholders of Tata Sons
and listed Tata companies at
validly constituted sharehol-
der meetings.

“The order appears to
even go beyond the specific

reliefs sought by the appel-
lant. Tata Sons strongly be-
lieves in the strength of its
case and will take appro-
priate legal recourse,” said
Shuva Mandal, group general
counsel, Tata Sons.

The NCLAT said the sixth
meeting of the board of di-
rectors of Tata Sons held on
October 24, 2016, so far as it
relates to removal and other
actions taken against Mr.
Mistry, is declared illegal and
is set aside.

“Today’s judgment is not a
personal victory for me, but
is a victory for the principles
of good governance and mi-
nority shareholder rights.
For over 50 years, the Mistry
family, as the significant mi-
nority shareholder of Tata
Sons, has always endea-

October 2016: Cyrus

Mistry ousted as Tata

Sons chairman. Ratan Tata
named as interim

chairman

December 2016: Two Mistry
family-backed firms move
NCLT Mumbai, challenge Mr.
Mistry's removal

January 2017: Tata
Sons names

. 1
N. Chandrasekaran as chairman

February 2017: Mr. Mistry
removed as director on board
of Tata Sons

March 2017: NCLT Mumbai
sets aside plea of the
investment firms

April 2017: The investment
firms move NCLAT, challenging
NCLT order

In happier times: Today's judgment is a victory for minority
shareholder rights, Mr. Cyrus Mistry said. =pi

voured to play the role of a
responsible guardian of an
institution that the entire na-
tion is proud of,” said Mr.
Mistry in statement.

The NCLAT, at the request
on Tata Sons counsel Abhish-
ek Manu Singhvi, has sus-

pended a part of the judg-
ment relating to replacement
of the present executive
chairman N. Chandraseka-
ran and reinstatement of Mr.
Mistry as executive chairman
of Tata Sons for a period of
four weeks, meaning Tata

Group can approach the Su-
preme Court to appeal
against the NCLAT order.

However, the other direc-
tions, including the one or-
dering reinstatement of Mr.
Mistry as director of Tata
Sons and of three Tata com-
panies shall be complied
forthwith.

“The outcome of the ap-
peal is a vindication of my
stand taken when the then
board of Tata Sons, without
warning or reason removed
me, first as the executive
chairman, and subsequently
as a director of Tata Sons,”
said Mr. Mistry.

Stand vindicated

“[The] Tatas now need to off-
er seat to Mr. Mistry on the
board of Tata Sons and other
companies of Tata Group.
Our stand is vindicated by
the NCLAT order,” Somasek-
har Sundaresan, counsel for
Mr. Mistry told The Hindu.

allows pleas by the
two investment firms,
seeking waiver in filing

the matter.

September 2017: NCLAT

a case of oppression and
mismanagement against Tata
Sons, directs Mumbai-bench
of the NCLT to proceed in

challenging his removal as Tata

Sons chairman

August 2018: The two

investment firms approach the
NCLAT against NCLT order

May 2019: NCLAT reserves order

December 2019: NCLAT
restores Mr. Mistry as

“Tata Sons assures its sta-
keholders that it [always] act-
ed in accordance with the
law and will continue to do
so,” Mr. Mandal added.

According to Mr. Mistry,
for the Tata Group to prosper
as an institution, it is impor-

tant that the management of

individual companies, their

boards, the management of

Tata Sons, the board of Tata
Sons and the shareholders of
Tata Sons, all work harmo-
niously within a robust go-
vernance framework, that in
substance and form, protects
the rights of all stakeholders,
including shareholders, in-
vestors and the Tata Group
employees who represent
the strongest asset of the
group.

“I believe it is now time
that all of us work together
for sustainable growth and
development of the Tata
Group, an institution that we
all cherish,” said Mr. Mistry.

Big win for Mistry, uncertain times ahead for Tata Group

Time for saner counsel on both sides, but prospects appear bleak going by Tatas’ reaction to the judgment

RAGHUVIR SRINIVASAN

The National Company Law
Appellate Tribunal’s
(NCLAT) decision in the Mis-
try vs Tata Sons case is a big
victory for Cyrus Mistry.

His plaint about being op-
pressed has been upheld;
the proceedings of the board
meeting on October 24, 2016
in so for as it relates to his re-
moval as Executive Chair-
man of Tata Sons has been
held as illegal; he has been
restored to his original posi-
tion as Executive Chairman;
the conversion of Tata Sons
from a public limited compa-
ny to a private limited com-
pany has been held to be ille-
gal and set aside and most
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18-12-2019 % CHANGE

Sensex 41,559 0.50
US Dollar 70.97 0.01
Gold 38,828 0.02
Brent oil 66.38 1.02

PRICE CHANGE
Adani Ports 374.50 3.25
Asian Paints 1778.45.....33.05
Axis Bank 741.85 -3.80
Bajaj Auto 3213.65 14.55
Bajaj Finserv 9362.60 0.85
Bajaj Finance 4119.35 16.40
Bharti Airtel 438.30. -1.65
BPCL 489.25 -6.80
Britannia Ind 3099.20....... 27.25
Cipla 467.80. 3.85
Coal India 197.75 1.55
Dr Reddys Lab 2873.45....46.55
Eicher Motors 21735.85 30.90
GAIL (India) 117.35 2.45
Grasim Ind 754.20 14.60
HCL Tech 564.70. 6.95
HDFC 2445.15......15.05
HDFC Bank 1292.35.....21.25
Hero MotoCorp 2311.95 7.00
Hindalco 213.65 -0.05
Hind Unilever 1928.55......-32.80
ICICI Bank 541.40 0.25
IndusInd Bank 1500.80. 8.05
Bharti Infratel 250.30 2.10
Infosys 732.45 2.75
Indian OilCorp 126.05 0.40
ITC 245.15 4.10
JSW Steel 264.40 5.45
Kotak Bank 1724.35 11.05
L&T 1319.35 1.40
M&M 522.65......16.80
Maruti Suzuki 7240.65....... 45.50
Nestle India Ltd. ... 14191.10....... 41.95
NTPC 114.15 -1.40
ONGC 125.10 -0.20
PowerGrid Corp 187.20 -0.85
Reliance Ind 1575.85 13.15
State Bank 326.95 -5.95
Sun Pharma 439.75 10.70
Tata Motors 174.80 -5.40
Tata Steel 444.75 5.35
TCS 2167.75 2.80
Tech Mahindra 786.65 9.30
Titan 1159.10. 1.75
UltraTech Cement.....4065.40......-54.15
UPL 566.25 2.15
Vedanta 152.80 0.45
Wipro 248.30 3.55
YES Bank 46.75 -0.85
Zee Entertainment...... 279.50 -0.25

Indicative direct rates in rupees a unit
except yen at 4 p.m. on December 18

CURRENCY TTBUY TTSELL
US Dollar 70.77 71.09
Euro 78.76 79.11
British Pound 92.69....93.14
Japanese Yen (100) ... 64.63......64.93
Chinese Yuan 10.11 10.16
Swiss Franc 72.15.....72.48
Singapore Dollar 52.20 52.44
Canadian Dollar 53.84....54.09
Malaysian Ringitt 17.10....17.18

Source:Indian Bank

BULLION RATES cHennai

December 18 rates in rupees with pre-
vious rates in parentheses

Retail Silver (1g) 47.7....(47.7)
22 ctgold (1 9) 3634.....(3627)
CM
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importantly, Tata Sons now
cannot invoke a contentious
article in its Articles of Asso-
ciation that would have ena-
bled the majority sharehol-
ders to force the minority
shareholders to sell their
shares.

The icing on Mr. Mistry’s
cake is that Justice S. J. Muk-
hopadhaya, Chairperson of
the NCLAT, who delivered
the judgement, has ticked off
the earlier judgment by the
National Company Law Tri-
bunal in the case which has
personal observations on Mr.
Mistry, unrelated to the case.

The comments will now
be expunged from the earlier
judgment. NCLAT’s decision
is, however, bad news for the

Tata group which finds itself
plunged into uncertainty
that may extend over several
months, unless if saner
counsel prevails on both
sides.

But that saner counsel ap-
pears a far cry now going by
the first response of the Ta-
tas saying that it will take

NEWS ANALYSIS

“appropriate legal recourse”
which means that this case
will now head to the Su-
preme Court.

That will prolong the un-
certainty and shackle the top
management of Tata Sons
and all the group companies
from taking major decisions.

The appointment of N. Chan-
drasekaran as Executive
Chairman has been held as il-
legal which raises the ques-
tion of what happens to the
decisions that he has taken
since his appointment?

And what frame of mind
will Mr. Chandrasekaran be
in going forward when he
has to decide on major pro-
posals for the group? If Tata
Sons is shrouded in uncer-
tainty what will be the signal
for the group companies?

How will investors, espe-
cially foreign ones, react to
this? There was a sharp
markdown in some Tata
group shares soon after the
NCLAT judgment became
public but that could be an

initial, kneejerk reaction.

The main part of the judg-
ment — restoration of Mr.
Mistry as Executive Chair-
man — has been stayed for
four weeks but the direction
to appoint him a director in
Tata Sons and three other
group companies — Tata In-
dustries, Tata Consultancy
Services and Tata Teleservic-
es-- will have to be complied
with immediately.

So, will Mr. Mistry return
as a director in these compa-
nies?

It appears unlikely as Mr.
Mistry has always held that
this is a fight for principles
and governance and not for
his position. But these things
can never be said with cer-

tainty. The best course of ac-
tion now would be for the
two parties to settle their dif-
ferences out of court and
move on. Mr. Mistry has got
what he wanted.

The Tatas may have lost
but they should now look
forward rather than back-
ward. Prolonged uncertainty
will affect the functioning of
their companies.

Remember, the Tatas, as
majority owners of the
group, owe a fiduciary res-
ponsibility to the other sha-
reholders, many of them
common investors in their
listed companies.

This should be kept in
mind as they discuss the next
course of action.

Chandrasekaran writes A setback for Tata Group
to Tata Sons employees

Tells them to stay focused on business

LALATENDU MISHRA

MUMBAI

Tata Sons chairman N.
Chandrasekaran, in a letter
to employees, said that
though the NCLAT ruling
which, apart from other
things, had raised issues on
his appointment as execu-
tive chairman of Tata Sons,
the company firmly be-
lieved in the strength of its
case and will pursue the ap-
propriate legal recourse.

He said he was asked to
take up the role and respon-
sibilities of executive chair-
man in February 2017 and
since then, his efforts have
been primarily focused on
restoring stability and mov-
ing decisively towards a
healthier financial position
and conducting the busi-

nesses with the highest ethi-
cal standards, which the
group has been known for,
for over 150 years.

Also, “honouring our
commitments to all stake-
holders and resolving out-
standing issues; driving
growth and transforming
our businesses for the fu-
ture.” “Going forward, I as-
sure you that we have set
ourselves on a course that
will make the Tata Group
stronger and more vibrant
than it has ever been be-
fore,” he said. “I urge all em-
ployees to stay focused on
their businesses and the
welfare of our stakeholders.

“We will continue to work

towards deepening the lega-
cy of this unique institu-
tion,” he said.

Experts say he can still be removed by shareholders

LALATENDU MISHRA
MUMBAI

The NCLAT order restoring
Cyrus Mistry as Tata Sons’
chairman is a major setback
for the Tata Group and its
former chairman Ratan Tata
unless the Supreme Court re-
verses this judgment, ac-
cording to legal and compa-
ny law experts.

They also said though Mr.
Mistry had been reinstated,
he can still be removed by
the shareholders by follow-
ing the due process of law.

Hurried process

“It is surprising that the
NCLT’s order has been com-
pletely turned around by the
NCLAT. We have been saying
from the very beginning that
though the Tata Sons’ board
had all the rights to remove
Mr. Mistry, the process to re-

Infosys to settle visa violation
case in California for $800,000

Its employees had worked there on B-1 visas rather than H-1B

SPECIAL CORRESPONDENT
BENGALURU

Tech major Infosys will pay
California a sum of
$800,000 to settle visa relat-
ed allegations.

Attorney General, State of
California Department of
Justice, Xavier Becerra said
an $800,000 settlement was
announced against Infosys
and its BPM (business pro-
cess management) subsidi-
ary. Some 500 Infosys em-
ployees were working in the
state on Infosys-sponsored
B-1 visas rather than H-1B vi-
sas between 2006 and 2017,

»

as per an official post availa-
ble on the website of State of
California.

Avoided taxes
This misclassification result-
ed in Infosys avoiding Cali-
fornia payroll taxes such as
the unemployment insu-
rance, disability insurance,
and employment training
taxes. H-1B visas also require
employers to pay workers at
the local prevailing wage,
the post said.

“Today’s settlement
shows that attempting to
evade California law doesn’t

pay,” said Attorney General
Becerra. “Infosys brought in
workers on the wrong visas
in order to underpay them
and avoid paying taxes. With
this settlement, California
has been made whole.”

Responding to the settle-
ment announcement, Info-
sys said, “Infosys’ agree-
ment concludes the
California Attorney Gener-
al’s investigation into allega-
tions related to the payment
of state payroll taxes for
some employees travelling
on B-1 visas dating back to
2006.”

move him was hurried and
not proper,” said J.N. Gupta,
co-founder and MD, Stake-
holders Empowerment Ser-
vices, a proxy advisory firm.

“The manner in which he
was removed could be debat-
able but shareholders have
every right to remove an ex-
ecutive chairman, there
should not be any confusion
on this. So, even if Mr. Mistry
is reinstated, it will be a
short-lived one because, he
can still be removed by sha-
reholders by following the
due process of law,” said Mr.
Gupta, a former SEBI ED.

He said one had to read
the full judgment to com-
ment properly.

Vaibhav Bhure, advocate,
Bombay High Court, said,
“[The] NCLAT order has cer-
tainly brought huge respite
to Mr. Mistry.

“Under the Companies
Act, majority has power to
remove any director in ac-
cordance with the articles of
association. The board is un-
der no statutory obligation to
provide any reason for the
removal,” said Mr. Bhure.

“Thus, the NCLAT deci-
sion to declare removal of
Mr. Mistry as illegal and con-
sequentially restoring him to
the position of executive
chairman of Tata Sons Ltd.
has to clear the litmus test
before the apex court. In all
likelihood, the said direction
will be stayed by the apex
court pending the appeal.
Equally, the other direction
to reinstate Mr. Mistry as di-
rector of the three Tata com-
panies forthwith would be
unsustainable as he himself
resigned from other group
companies,” he added.

July 2018: NCLT Mumbai
dismisses pleas of Mr. Mistry,

Sons

Losing ground

more than 4%.

executive chairman of Tata

Tata Global Beverages was the worst-hit with the stock shedding

(ALL FIGURES IN )

Intraday high | CMP*
TCS 2,165.65 2,203.60 2,167.25
Tata Steel 439.50 454,70 444.60
Tata Motors 180.20 184.50 174.70
Tata 654.10 661.00 643.30
Chemicals
Tata Power 56.05 56.25 55.50
Tata Global 325.25 32740 311.80
Beverages
Tata Coffee 95.30 95.00 91.60

*CMP: CLOSING MARKET PRICE SOURCE: BSE

Tata stocks slide in

last minutes of trading
TCS fell by about 165% from day's high

SPECIAL CORRESPONDENT
MUMBAI

The impact of the ruling by
the National Company Law
Appellate Tribunal (NCLAT)
was clearly visible on Tata
Group stocks on Wednesday
as shares of all group enti-
ties came off the day’s highs
during the fag end of the
trading session when the or-
der details emerged in pu-
blic domain.

Further, most of the
group stocks ended the day
in the red even as the bench-
mark Sensex gained 206.40
points to close at a new re-
cord high of 41,558.57.

“If one notices, shares fell
significantly from their rul-
ing prices, hit new lows for
the day and then recovered
marginally,” said Arun Kejri-
wal of Kejriwal Research &
Investment Services.

“Going forward, one
would expect Tatas moving
Supreme Court in the mat-
ter.

“Meanwhile, stocks
should stage a recovery but
the recovery could be a little
muted considering the mat-
ter now becomes legal,” ad-
ded Mr. Kejriwal.

TCS, the biggest listed en-
tity of the Tata Group in

(:) Most of the group
stocks ended the
day in the red even

as Sensex gained
206.40 points

terms of market capitalisa-
tion, fell about 1.65% from
the day’s high to touch a low
of ¥2,152.35. The stock, ho-
wever, managed to recoup
its losses partially to close at
32,167.25.

However, Tata Motors,
Tata Chemicals, Tata Power
Company, Tata Global Bev-
erages and Tata Coffee all
ended the day in the red.

Tata Global Beverages,
which boasts of brands like
Tata Tea, Tetley, Good Earth
and Himalayan, among oth-
ers, was the worst-hit with
the stock shedding more
than 4%.

During the day it lost
nearly 5% to touch a low of
%305.05, before closing at
311.80. Tata Coffee also lost
nearly 4% while Tata Motors
was down by over 3%, after
shedding more than 5% dur-
ing intraday trades.

Interestingly, Tata Steel
managed to buck the nega-
tive trend among the group
stocks and ended the day
with a gain of over 1%.

FADA moves SC on sale,
registry of BS-IV vehicles

Seeks modification of deadline order

SPECIAL CORRESPONDENT
NEW DELHI

The Federation of Automo-
bile Dealers Associations
(FADA), on Wednesday, said
it had approached the Su-
preme Court for sale and re-
gistry of unsold BS-IV vehi-
cles beyond the current
deadline of April 1, 2020.

In a statement, FADA said
that on behalf of its mem-
bers, it has filed an Implead-
ment Application in the Su-
preme Court along with an
application seeking modifi-
cation in the apex court’s or-
der October 24, 2018, order
directing that “...no motor
vehicle conforming to emis-
sion standard Bharat Stage
-IV shall be sold or regis-
tered in the entire country
with effect from

01.04.2020.”

FADA president Ashish
Harsharaj Kale said that
with the current timeline of
all India BS-VI fuel availabili-
ty of April 1, 2020, most ma-
nufacturers would shift to
100% BS-VI vehicle produc-
tion only by end February,
2020 or first week of March,
2020.

“Looking at this timeline
of BS-VI production and the
current fluctuating demand
situation, despite putting in
the best of efforts, there is a
possibility that many of our
members are not able to en-
sure 100% liquidation of BS-
IV inventory purchased by
them in the course of busi-
ness before the deadline of
April 1, 2020,” Mr. Kale
added.

Bank mergers may pose cybersecurity risks’

CBS versions in use are different; security solutions, controls divergent: RBI ex-ED

SPECIAL CORRESPONDENT
HYDERABAD

Former executive director of
Reserve Bank of India (RBI)
G. Padmanabhan on Wed-
nesday cautioned that public
sector bank mergers were
likely to pose security chal-
lenges as divergent security
solutions and controls get
amalgamated.

Technology integration is
the toughest, the senior
banker, who is non-execu-
tive chairman of the Bank of
India, said, speaking on cy-
bersecurity challenges in the
financial sector, at the Insti-
tute for Development and
Research in Banking Tech-
nology (IDRBT) here .

G. Padménabhan

Though banks chosen for
merger had the same Core
Banking Solution (CBS), the
versions they used were dif-
ferent.

“Customisation is varied.
Security solutions and con-
trols are divergent. To bring

together all such systems ov-
er 2-3 years retaining and re-
building adequate security
solutions and processes is a
tough task,” he said.

Pointing out the process
of merger was complex, he
said the banks ought to be
conscious of the security
challenges. “Banks have
started discussions... but
they should focus on securi-
ty as much as on functionali-
ties or user interfaces,” he
said, adding skill set availa-
bility on security will be a
greater challenge.

Mr. Padmanabhan, who
was inaugurating the 15th in-
ternational conference on
Information Systems Securi-

»

ty (ICISS) 2019 at IDRBT, also
sought to flag linkages with
third-party partners.

“There is a lot of depen-
dency on service providers.
There is a significant cyber-
security risk in that a lot of
data is going back and forth
and held by third parties,”
he said, asking “will a merg-
er of different versions of
CBS enhance the challenge?”

Another challenge would
be merging of SOC opera-
tions of the banks.

Different banks may have
different set of controls and
until these are fully merged
the weakest link threat
needs to carefully monitored
and controlled, he said.
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