@hielding Wealth It’s a Matter of Trust for Promoters

From startup IPOs to legacy houses, families Shlft shares to safeguard assets, ease succession and avoid messy disputes

ReenaZachariah

. Mumbai: Business families and startup
founders are increasingly turning to trust
structures to hold their shares, driven by
the need to safeguard wealth, enhance tax
efficiency; guard assets from creditors and
ease the handover of control.

The trend is noticeable in mast compani-
es that have gone public in recent times,
with first-time entrepreneurstransferring
part of their stakes to private trusts before
hitting the primary market, as with
Groww. On September 1, its promoters La-
litKeshre, Harsh Jain, Neeraj Singh and Is-
han Bansal each transferred 15 million
shares of the investment tech company to
four family trusts-Sangam, Aarambh,
Fortune and Ikigai--as gifts. Groww's IPO
is currently in progress, with plans to list

on the bourses next week.

The pattern runs in legacy companies
as well. Amongthe 2,757 companies listed
on the NSE, promoters hold their shares
through trusts in 878 of them, according
toPrime Database numbers.

Several billionaires including Gautam Ada-
ni (Adani Enterprises), Radhakishan Dama-
ni (Avenue Supermarts/DMart), Pankaj Pa-
tel (Zydus Lifesciences), Falguni Nayar (FSN
E-Commerce/Nykaa), Glenn Saldanha
(Glenmark Pharma), BK Goenka (Welspun
Enterprises) and Siddhartha Lal (Eicher Mo-
tors) hoid a significant chunk of their stakes
through trusts. Insome cases, it’s 90% or even
100% of the entire promoter holdings.

While these are private family trusts, the-
re are also public trusts like the Tata
Trusts, which own a majority of Tata Sons,
the holding company of the Tata Group.
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India (Sebi) has beenreceivingan increa-
sing number of applications from family
trusts seeking waivers on open offers af-
teracquiring shares from individual pro-
maters or corporate bodies such as priva-

_te limited companies, said people with
knowledge of the matter.
Sebi grants these exemptions if the
transfers are non-commercial, don’t af-
fect public shareholder interest, mainta-

in promoter group holdings and avoid
any change in control triggers.

“Moving shares to trust structures stre-
amlines estate planning, facilitates smo-
oth succession, and ring-fences control,”
said Prime Database MD Pranav Haldea.

Globally; trusts form a key part of how fo-
unders spread out ownership, said Noshir
Dadrawala, programme director of the
Centre for Advancement of Philanthropy.

Tesla founder Elon Musk’s headline-
grabbing purchase of stock worth $1 bil-
lion in September was made through the

Elon Musk Revocable Trust, of which
he’satrustee.

Lawyers say they make passmg wealth
on easier, reducing family disputes and
drawn-out court fights although not fully
proof from them.

“Private irrevocable trusts safeguard fa-
mily inheritanceand ensure unity in share-

holdingafter thedeath of adominantshare-
holder;,” said Vishwang Desai, managing
partneratlawfirm Desai&Diwanji. “When
carefully structured—with precise langua-
ge and the informed consent of all interes-
ted parties—such trusts can offer greater
certainty and legal security than a traditio-
nallast will and testament.”

A will’s key feature is that it can be
changed. “This creates arisk that the tes-
tator may later act contrary to the fami-
1y’s prior understanding, as the underly-
ing shares and assets remain their perso-
nal property until death,” Desaisaid.

A senior counsel who has assisted seve-
ral south Mumbai promoters with estate
plansagreed.

“A will shifts with the wind. Children or
others can sway the writer. But putting as-
setslikeshares inatrustguardsagainst yo-
ur own changes. It also gives clear rules on
your estate and who gets what after;” he sa-
id. “In case of insolvency, the structure shi-
elds your assets from debt collectors.”



