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Boards on a rescue mission 

It is no longer business as usual for corporate boards - board members 
are now increasingly in the line of fire. Recent instances at Infosys, the 
Tata group and now ICICI Bank and Axis Bank, have created a new 
imperative for boards – to protect their companies’ reputation. IiAS 
believes for boards to gain the investors trust, they must be must be 
clear, proactive and transparent in their communication to stakeholders.  
 
Boards are the new custodians of their companies’ brand equity, whether 
they are prepared for this role or not.  In an environment where 
stakeholders have little patience for corporate excesses, and an 
unrelenting media that has become the new watchdog, boards need to 
be better prepared, and proactive in protecting the reputation of their 
companies. More so, given that even a hint of unease at the company 
makes investors nervous, which can have an enduring impact on a 
company’s market capitalization.  
 
Investors in Indian companies regularly complain about not having access 
to the board, especially the audit committee. To ensure that stakeholders 
support the company in times of controversy, boards must make the 
effort of building trust.  For this, IiAS recommends that boards begin 
proactively communicating with stakeholders (which is also a 
recommendation of the Kotak Committee). In rechristening the investor 
grievance committee to a stakeholder relationship committee, regulators 
too believe boards hold the primary responsibility towards stakeholders 
Therefore, boards must follow this regulatory intent to begin meeting 
investors, lenders, and other major stakeholders.   
 
Boards must be transparent in their communication and clearly answer 
investor concerns. Establishing better transparency will mean ensuring 
that appropriate processes are followed, and that relevant facts are 
disclosed. While ICICI Bank’s board has backed the CEO amid the recent 
allegations, its response has been compliance-driven and regulatory in 
nature, which has done little to assuage the market.  Nor has the board 
disclosed the process it followed in investigating the charges. The board’s 
weak defence has meant that the story continues to fester.  Contrast this 
to the Infosys’ board’s reaction when its CEO Vishal Sikka was accused of 
wrong-doing in the Panaya transaction. Infosys’ board hired a well-
reputed US-based law firm to run an independent investigation, which 
vindicated the board and the company’s CEO. Independent of the 
continuing onslaught of accusations by one of its promoters, Infosys’ 
board was able to maintain its own reputation and convince a larger 
audience.  
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Boards must also have a keen understanding of the criticality of the issue. 
Taking a specific event lightly may result in a more enduring impact on 
investors’ perception of the board’s governance practices. Given the 
current controversy regarding its CEO, investors prefer to hear a response 
from the Axis Bank’s board. More so, given that investors first learnt about 
RBI’s concerns over the reappointment through a media scoop, rather 
than from a controlled communication from the bank. Unfortunately, the 
bank’s response (which was filed with the exchanges) was legal and did 
not address stakeholders’ obvious questions. 
 
A timely response to events that cause reputation risk is of utmost 
importance. Nestle India’s board, for example, took too much time in 
responding to the allegations on product quality, which resulted in their 
brand image – and the stock price – plummeting rapidly. It then needed 
the global board to contain the reputational damage and fly down to India 
to show its seriousness. To that extent, this time, ICICI Bank’s board 
reacted in a timely manner by addressing the market noise.   
 
Whether intentionally or otherwise, board members are staking their 
individual reputations in taking up the mantle to protect a company’s 
reputation. Although M K Sharma addressed the media on the allegations 
surrounding ICICI Bank’s CEO, in not addressing the investors’ concerns 
and in cutting the conference short, he has done more of a disservice than 
helped matters. This is in sharp contrast to Infosys, where board members 
bore the brunt of the media onslaught.   
 
Because the perception of impropriety is usually more damaging than the 
reality, boards need to provide access and have a credible voice to counter 
allegations. Some voices are stronger than others. Narayan Murthy’s 
reputation was stronger than that of the then board, but Nandan 
Nilekani’s return quelled the public spat at Infosys almost immediately.  
 
Boards have become the first – and the last – line of defence for reputation 
risk. For their voice to be effective, it is imperative that board members 
remain actively engaged with stakeholders and become proactive by pre-
empting public furore.  
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Disclaimer 
This document has been prepared by Institutional Investor Advisory Services India Limited (IiAS). The information contained 
herein is solely 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. 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 the individual resolutions referred to in this document (including the merits and risks involved). 
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 
statement as may be required from time to time. However, IiAS is under no obligation to update or keep the information 
current. Nevertheless, IiAS is committed to providing independent and transparent recommendation to its client and would 
be happy to provide any information in response to specific client queries. 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 the information. 
The disclosures of interest statements incorporated in this document are provided solely to enhance the transparency and 
should not be treated as endorsement of the views expressed in the report. 

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. 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. 

IiAS Voting Guidelines 
IiAS' voting recommendations are based on a set of guiding principles, which incorporate the basic tenets of the legal 
framework along with the best practices followed by some of the better governed companies. These policies clearly list out 
the rationale and evaluation parameters which are taken into consideration while finalizing the recommendations. The 
detailed IiAS Voting Guidelines are available at www.iias.in/IiAS-voting-guidelines.aspx. The draft report prepared by the 
analyst is referred to an internal Review and Oversight Committee (ROC), which is responsible for ensuring consistency in 
voting recommendations, alignment of recommendations to the IiAS’ voting criteria and setting and maintaining quality 
standards of IiAS’ proxy reports. Details regarding the functioning and composition of the ROC committee are available at 
www.iias.in. In undertaking its activities, IiAS relies on information available in the public domain i.e. information that is 
available to public shareholders. However, in order to provide a more meaningful analysis, IiAS, generally seeks clarifications 
from the subject company. IiAS reserves the right to share the information provided by the subject company in its reports. 
Further details on IiAS policy on communication with subject companies are available at www.iias.in. 

Analyst Certification 
The research analyst(s) for this report certify/ies that no part of his/her/their compensation was, is or will be, directly or 
indirectly related to specific recommendations or views expressed in this report. IiAS’ internal policies and control procedures 
governing the dealing and trading in securities by employees are available at www.iias.in. 
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Conflict Management 
IiAS and its research analysts may hold a nominal number of shares in companies IiAS covers (including the subject company), 
as on the date of this report. A list of IiAS’ shareholding in companies is available at www.iias.in.  

However, IiAS, the research analyst(s) responsible for this report, and their associates or relatives, do not have 
actual/beneficial ownership of one per cent or more securities of the subject company, at the end of the month immediately 
preceding the date of publication of this report. A list of shareholders of IiAS as of the date of this report is available at 
www.iias.in. However, the preparation of this report is monitored by an internal Review and Oversight Committee (ROC) of 
IiAS and is not subject to the control of any company to which such report may relate and which may be a shareholder of IiAS. 

 
Other Disclosures 
IiAS is a SEBI registered research entity (proxy advisor registration number: INH000000024).  
 
IiAS further confirms that, save as otherwise set out above or disclosed on IiAS’ website (www.iias.in):   

• IiAS, the research analyst(s) responsible for this report, and their associates or relatives, do not have any financial interest 
in the subject company. 

• IiAS, the research analyst(s) responsible for this report, and their associates or relatives, do not have any other material 
conflict of interest at the time of publication of this report. 

• As a proxy advisory firm, IiAS provides subscription, databased and other related services to various Indian and 
international customers (which could include the subject company). IiAS generally receives between INR 10,000 and INR 
25,00,000 for such services from its customers. Other than compensation that it may have received for providing such 
services to the subject company in the ordinary course, none of IiAS, the research analyst(s) responsible for this report, 
and their associates or relatives, has received any compensation from the subject company or any third party for this 
report. 

• None of IiAS, the research analyst(s) responsible for this report, and their associates or relatives, has received any 
compensation from the subject company or any third party in the past 12 months in connection with the provision of 
services or products (including investment banking or merchant banking or brokerage services or any other products 
and services), or managed or co-managed public offering of securities of the subject company.  

• The research analyst(s) responsible for this report has not served as an officer, director or employee of the subject 
company in the past 12 months. 

• None of IiAS or the research analyst(s) responsible for this report has been engaged in market making activity for the 
subject company.   
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About IiAS  
Institutional Investor Advisory Services India Limited (IiAS) is a proxy 
advisory firm, dedicated to providing participants in the Indian market with 
independent opinion, research and data on corporate governance issues as 
well as voting recommendations on shareholder resolutions for over 650 
companies. IiAS provides bespoke research, valuation advisory services and 
assists institutions in their engagement with company managements and 
their boards.  

 
In addition to voting advisory, IiAS offers two cloud based solutions -  IiAS 
ADRIAN, and comPAYre. IiAS ADRIAN captures shareholder meetings and 
voting data and provides packaged data that can be used to gain insights on 
how investors view specific issues and gain greater predictability regarding 
how they might vote. comPAYre provides users access to remuneration data 
for executive directors across S&P BSE 500 companies over a five-year 
period.  
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