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ITC’s succession plan: Letting it go 
IiAS recommends voting AGAINST ITC’s decision to pay a monthly 
remuneration to Yogesh Deveshwar, the company’s non-executive 
chairperson. IiAS believes the board structure, and the proposed 
remuneration, signal Yogi Deveshwar’s continuing control over the 
company, which undermines the recently appointed CEO Sanjiv Puri. Once 
Yogi Deveshwar has stepped down, he must let go. 
 

There is no doubt that Yogesh ‘Yogi’ Deveshwar’s reign over ITC has 
created tremendous value for its stakeholders. He has been at the 
company’s helm for over 20 years, during which the company’s revenues 
grew almost 12x to Rs. 604.9bn and profits grew 40x to Rs.105.2bn in 2016-
17. The market capitalization also grew over 70x to the current Rs.3.9 
trillion, as investors cheered the company’s reduced dependence on 
cigarettes. Notwithstanding his astounding accomplishments, now that 
ITC has a new CEO, Yogi Deveshwar needs to let go and the board of ITC 
must quickly get used a new normal. 
 

ITC has been one of the handful professionally-managed and 
institutionally-owned S&P BSE SENSEX companies where succession 
planning has been a concern with investors. Driven by the larger-than-life 
Yogi Deveshwar, there was a sense of nervousness on how the company 
will transition to a new leadership. Therefore, investors welcomed the 
board’s announcement of a succession plan in May 2016: Yogi Deveshwar 
would step down from his executive responsibilities at the end of his term 
in February 2017, and the mantle would be passed on to his hand-picked 
successor, Sanjiv Puri. To ensure a smooth transition, Yogi Deveshwar 
would continue as a non-executive chairperson for a period of three year. 
It all seemed sorted out, but reality seems to be charting a different path. 
 

IiAS believes the board’s recent decision to pay a monthly remuneration 
to Yogi Deveshwar undermines the position and responsibilities of the 
CEO. At an aggregate remuneration estimated at Rs.127.1 million1, his 
remuneration is higher than 90% of CEO’s and whole-time directors of the 
S&P BSE 500 companies2. Although Yogi Deveshwar’s proposed 
remuneration is in the same range as that of the CEO, Sanjiv Puri, IiAS 
estimates that, based on the past, his remuneration – in actual terms – will 
be higher than that of Sanjiv Puri.  
 

This apart, the message in paying a monthly remuneration and perks (not 
just the quantum) suggest that Yogi Deveshwar will be actively involved 
in running day-to-day operations, and that he will continue to influence 
key decisions. While we believe a smooth transition is in the best interest 
of the company and all its stakeholders, the need for Yogi Deveshwar to 

                                                 
1 Including sitting fees for board meetings and board committee meetings 
2 Source: www.iiascompayre.com  
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continue after having relented his executive position raises concerns on 
whether he provided the appropriate level of mentoring and leadership 
development while he was in the driver’s seat. 
 

In making this decision, the board seems to remain beholden to Yogi 
Deveshwar.  He remains, after all, a member of the nomination and 
remuneration committee, which decides director (re)appointments, 
director removals, and remuneration. They are also leaving the door open 
for a battle between the existing management and the old guard – 
something which we are now all too familiar with.  
 

Exhibit 1: Comparison of remuneration payable to Yogi Deveshwar and Sanjiv Puri 
 (Rs. Mn.) Yogi Deveshwar Sanjiv Puri 
 FY17 Proposed  FY17 Proposed  

Maximum IiAS estimate 
Fixed salary 125.3 120.0 12.7 17.6 17.6 
Performance bonus / commission 86.4 6.0 4.2 43.2 20.7 
Sitting fees - 1.1 - - - 
Annual remuneration  211.7 127.1 16.9 60.8 38.3 
Stock options (at weighted average fair 
value) 

148.5 Not 
disclosed 

74.3 74.3 74.3 

Aggregate remuneration (incl ESOPs) 360.2 127.1 91.2 135.1 112.6 
Remuneration terms include: • Rent-free furnished 

accommodation 
• Medical expenses for 

self and spouse 
• Chauffeur-driven 

company car 
• Personal accident 

insurance 

• Rent-free furnished accommodation 
• Medical expenses for self and family 
• Chauffeur-driven company car 
• Personal accident insurance 
• Leave travel concession for self and 

family 
• Club fees 
• Sampling of company’s products 

Notes: 
1. Weighted average fair value of stock options is Rs.550.67 
2. Sitting fees assumed for 6 board meetings, 6 NRC meetings, and 3 CSR committee meetings 
3. Sanjiv Puri’s value of stock options in the proposed remuneration has been assumed at FY17 levels. 
4. Sanjiv Puri’s performance bonus estimated based on Yogi Deveshwar’s performance bonus (as Chairperson and CEO) payout levels in FY17. 
5. Under ITC’s remuneration policy, non-executive non-independent directors are eligible to receive stock options. 
  

 
IiAS believes that for succession planning to be effective, Sanjiv Puri must 
be allowed to step away from Yogi Deveshwar’s shadows. Therefore, 
instead of relying on Yogi Deveshwar’s continued presence and guidance, 
the board needs to reduce his involvement. If the board does not have 
enough faith in Sanjiv Puri’s competence and believes it needs Yogi 
Deveshwar’s active presence, then perhaps Sanjiv Puri is not the right 
choice for a successor. If the board believes Sanjiv Puri is indeed the right 
successor, it must allow him a free rein. In either circumstance, the board 
needs to make its position clear, rather than send mixed messages to its 
stakeholders. 
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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 Policy 
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 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 of 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. 

• 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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