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Active listening: Boards must open-up 
to investors  

A change is underway in the market. Investors, for long the receivers of 
what companies dished out, are pushing to be heard. And funds are starting 
to drive this change. Unifi Capital, India Horizon Fund and now Florintree 
Advisors. Managements will need to step-up, else risk getting knocked-
down.   
 
Investors want an active voice in how the company manages its returns – and, if 
their concerns are not addressed, they now seem to want either a seat on the 
board or, in extreme cases, a complete board refreshment. While some have 
pursued a legal remedy, others are choosing to seek shareholder support to have 
their representatives on the board.  
 
In July 2017, Unifi Capital sowed the seat for active participation in the company’s 
decision-making process. They asked for a board seat under the ‘small 
shareholder director’ provisions, on the board of Alembic Limited.  In early 
September 2017, India Horizon Fund, together with IDBI Trusteeship, went all-in: 
it moved the Delhi Bench of the National Company Law Tribunal (NCLT), and is 
seeking ouster of Religare Enterprises Limited’s (REL) board for mismanagement 
and oppression of minority shareholders.  
 
India Horizon Fund’s petition against Religare Enterprises Ltd (REL) 
India Horizon Fund Ltd (IHFL), which holds 5.6% in REL (jointly 11% with IDBI Trusteeship, 
a consenting party to the petition), has moved the NCLT seeking dissolution of the 
company board on grounds of mismanagement and oppression of public shareholders. 
The crux of their charges relates to alleged fraud and frequent and unexplained write-offs 
by the company and its subsidiaries. IHFL has sought the appointment of an administrator 
until a new board can be set up and has asked NCLT to stop a proposed investment of Rs.5 
bn in its wholly owned subsidiary, Religare Capital Markets . NCLT has kept the case on 
hold (because of lack of clarity on IDBI Trusteeship’s role in the petition) and the matter is 
currently sub-judice. 
 
In the most recent instance, Florintree Advisors Private Limited (‘Florintree’) is 
seeking a non-executive directorship on the company’s board. The company has 
put out a notice and is sending an addendum to shareholders    
 
The underlying rationale in demanding a seat on the high table in both cases – 
for Unifi and for Florentree - is the same. One, the shares trade at a discount to 
what these fund managers perceive their intrinsic value to be. Two, there are 
obvious fixes that stare boards and managements in the face. Three, a seat on 
the board will foster meaningful discussion on such repairs and should there be 
consensus on the proposed path, all shareholders – including the ‘promoters’ will 
benefit.     
 
Unifi identified the difference between Alembic Limited’s share price, and the 
market value of the shares it holds in Alembic Pharmaceuticals Limited. For 
Florintree, it is PTC India’s inefficient capital structure that has resulted in sub-
optimal returns since listing.   
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Florintree has highlighted (to IiAS) that the PTC’s return ratios have trailed its 
peers - this is despite its dominant market share. This is reflected in the numbers 
(See Exhibit 1). Florintree attributes the relatively lower RoE to the company’s 
inefficient use of capital, resulting in a ‘negative value’ for its stand-alone 
business. Florintree has asked the board to take a hard-look at its capital 
employed: that almost 40% deployed in non-core investments, the cash on its 
balance sheet and a virtually debt free status, all have depressed the RoE. 
Florintree’s pitch is that the company should get rid of the non-core investments, 
and return excess cash of upto Rs 6.0 billion to shareholders. Should the company 
leverage even moderately, the shareholders should expect an additional Rs 3.0 
billion. There is merit in their thinking.  
 
While Unifi had hoped to have a seat on the board (Exhibit 2) under Section 151, 
Florintree is pressing for a seat under Section 160 (the differences under then two 
is detailed in Exhibit 3).  Detail apart, Florintree is seeking the same end result - 
the ability to look the independent directors in the eye when asking for change. 
This approach fits in with Florintree’s stated philosophy of being a ‘friendly 
activist’ which to them means to educate and nudge managements of companies 
to undertake actions that are easy to undertake. 
 
Florintree has proposed Mathew Cyriac as their candidate to the board. Mathew, 
now a part of Florintree, was till recently the co-head of private equity at 
Blackstone India. He has served on numerous boards, including CMS Info 
Systems Limited (formerly CMS Info Systems Pvt. Ltd.), FINO, Gateway Rail Freight 
Limited, International Tractors, MTAR and Gokaldas Exports Ltd. Florintree 
expects that given his substantial experience, Mathew will add value to the board.  
 
Speaking at an ICGN event last summer, Microsoft’s chairman John Thomson, 
recounted receiving a call from ValueAct Capital. Having acquired a large position 
in the company, ValueAct was seeking a seat on the board. Thomson’s initial 
reaction was to dismiss this request, afterall a US$2 billion position, while large 
for the fund, represented less than 1% of the company’s shares. But Thomson he 
felt he owed it the company to do his homework before turning down the 
request. What he heard from a cross section of companies, surprised him. He was 
told that ValueAct was a thoughtful fund, and that having Mason Morfit, 
ValueAct’s president and CIO on the board, will be helpful. Thomson then invited 
Morfit to the Board, who has since become an important member of the board. 
 
This is not to say that all investors should get an automatic entry in the company’s 
boardroom. Engagement with the board on external forums/general meetings 
may be a more apposite option for both. Funds must also consider being more 
public with their views and garnering support from a wider base of investors. This 
will lend greater credibility to their concerns and demands.   
 
On their part, PTC’s shareholders, particularly the promoters, should deliberate 
the pros and cons of supporting Mathew Cyriac’s appointment to the board. It is 
easy to dismiss the call for his appointment as being a stroppy call by a bloody-
minded fund manager. Alembic’s board made the mistake of not doing their 
homework and dismissing Unifi’s call. PTC’s board is giving its shareholders a 
chance not to make the same mistake.  

 

https://www.icgn.org/keynote-interview-john-w-thompson-chair-board-microsoft-ken-bertsch-executive-director-cii
https://www.icgn.org/keynote-interview-john-w-thompson-chair-board-microsoft-ken-bertsch-executive-director-cii
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Exhibit 1: PTC RoE data 
  PTC India - Standalone ROE 
(Rs. mn.) FY14 FY15 FY16 FY17 
Standalone PAT           2,512            2,031               2,344            2,909  
Standalone Networth         25,084          26,386            28,857          30,749  
RoE (%) 10.4% 7.9% 8.5% 9.8% 
          
  PTC India - Consolidated ROE 
(Rs. mn.) FY14 FY15 FY16 FY17 
Consolidated PAT           4,500            3,934               4,063            5,058  
Consolidated Networth         34,430          36,573            42,989          46,896  
RoE (%) 16.2% 13.1% 12.2% 13.7% 
     
  RoE for Power Trading Companies 
  FY14 FY15 FY16 FY17 
Tata Power Trading Company Limited 37.2% 22.4% 11.1% NA* 
NTPC Vidyut Vyapar Nigam Limited 36.6% 22.2% 23.0% NA* 
Indian Energy Exchange Limited 47.0% 42.1% 51.3% 48.3% 
Source: ACE Equity, *FY17 data not available for these companies   
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Exhibit 2: Board Composition (on 7 September 2017) 
S 

No Name Occupation Categor
y 

Age 
(yrs) 

Tenur
e (yrs) 

1 Deepak Amitabh (C) CMD ED 57 10 
2 Ajit Kumar Director (Commercial & Operations) ED 58 2 
3 Arun Kumar Director (Finance) & CFO ED 62 2 
4 Rajib Mishra Director (Marketing and Business Development) ED 55 3 
5 Kulamani Biswal Nominee, NTPC NED 56 2 

6 Chinmoy Gangopadhyay 
WTD (Projects), Power Finance Corporation 
Nominee Director NED 58 1 

7 Mahesh Kumar Mittal 
WTD (Finance), NHPC 
Nominee Director NED 57 1 

8 Ravi Prakash Singh Nominee, POWERGRID NED 58 5 
9 Krishna Singh Nagnyal Zonal Manager, LIC Nominee NED 55 1 

10 Arun Kumar Verma Joint Secretary at Ministry of Power  
Nominee Director NED 58 1 

11 Harbans Bajaj Former chairperson, Central Electricity Authority ID 72 6 
12 Jayant Purushottam Gokhale Chartered Accountant ID 61 1 
13 Rakesh Kacker Retired IAS officer ID 64 1 
14 Anil Razdan Ex-Secretary, Power Ministry, GoI ID 69 6 
15 Dhirendra Swarup Certified Public Auditor ID 73 6 

ED: Executive Director, WTD: Wholetime Director, ID: Independent Director, NED: Non-executive Non-independent director, 
(P): Promoter, (C): Chairperson  
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Exhibit 3: Section 151 vis-à-vis Section 160 of Companies Act 2013 

 under section 151 under section 160 

Applies to Small shareholder director 

Directors other than retiring directors, i.e. 
additional director, director appointed to fill 
casual vacancy or any other person seeking 
appointment as director 

Nature of 
appointment Small shareholder director Independent / Non-independent director 

Rotation Not liable to retire by rotation As per the terms of appointment 

Nomination 
process 

Lower of 1,000 small shareholders, or 1/10th of 
the total number of small shareholders can 
nominated a small shareholder director 

Shareholder to serve a notice on the company 
nominating himself or proposing the nomination 
of another person at least 14 days before the 
general meeting with a deposit of Rs. 1 Lac 

Powers of the 
board 

The board has discretionary powers and may 
decide to quash any shareholder application 
for the appointment of small shareholder 
director – under such circumstances, the 
appointment will not even be put to a 
shareholder vote 

On receipt of the nomination, the Board is 
obliged to inform the shareholders regarding the 
candidature of the person nominated for the 
office of a director 

Notice Only through a postal ballot Included in the general meeting notice 

Shareholder 
voting Only small shareholders can vote All shareholders, including promoters, can vote 

Resolution 
passing 
thresholds 

Ordinary resolution – a simple majority (50% + 
1 vote) of the small shareholders’ votes will 
determine passing of resolution 

Ordinary resolution – simple majority of the total 
votes will determine passing of resolution 

Director term Maximum 3-year term As may be decided by the Board 

Reappointment 
Not eligible for reappointment on expiry of the 
term 

Can be reappointed subject to shareholder 
approval in line with the applicable provisions of 
law 
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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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