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Are your shareholders in your deal equation?  
A look at three transactions and the message the investors are passing 
to companies. 
 
Prabhat Diary Limited’s (Prabhat), is selling its dairy business to 
Groupe Lactalis, a French dairy company. The postal ballot seeking 
approval for the transaction was on 26 March 2019. If a ‘promoter’ 
has decided to exit a business, the shareholders are usually the last 
to ask them to continue to run it and certainly not the institutional 
investors – more on this later. Though the transaction went 
through, 99.52% of the institutional investors who cast their vote, 
voted against the sale (see Exhibit 1). 
 
Why this opposition to the sale? The IPO in March 2015 at a price of 
Rs 115 per share. When the deal was announced in January 2019, 
the share was trading at Rs 92. It is unlikely that the against vote 
was because the shareholders wanted the management to 
continue to make good this loss. Could it be that the dairy business 
being sold accounts for 98.24% of Prabhat’s revenues, and after this 
sale, the residual company has virtually no operations? It seems a 
compelling argument, yet 98.4% of the retail shareholders backed 
the sale. 
 
It appears that the reason institutional investors have not supported 
the transaction is that the company has not specified what will it do 
with the cash. Seeking their support without providing any clarity 
on what the company will do with the cash, is akin to taking all the 
winnings off the teen-patti table, without showing your hand: 
institutional investors are not likely to hand-over their cash. For 
them to do so it is imperative that the company state upfront what 
it intends to do with the cash.  
 
There is ofcourse this other matter with the vote. Six shareholders 
cast an invalid vote. With a holding of 21,429,755 shares, it was 
enough to reverse the outcome.  
 
Another similar transaction to that of Prabhat Dairy is that of Max 
India.  Max India is selling its health insurance business to True 
North, a private equity fund and hospitals business to Radiant Life 
Care Pvt. Ltd. (Radiant). As with Prabhat Dairy, the buyer and seller 
are not related to each other, nor is the seller taking a non-compete 
fees and both transactions have valuations that are broadly in line 

http://www.iias.in/SubscriptionDetls.aspx
mailto:solutions@iias.in
http://iias.in/downloads/EGM/Prabhath%20Dairy%20Limited_20190307164141.pdf
https://www.bseindia.com/xml-data/corpfiling/AttachLive/31a2d1df-9fe2-40fa-a587-3a53cbbf9812.pdf
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with market multiples. The similarity does not end here. The 
insurance and hospitals business accounts for ~ 94.27% of Max 
India’s sales. The nub here too is not what happens to the residual 
company after a substantial portion of the business is sold.  While 
shareholders get shares in the Max-Radiant business, the questions 
is what happens with the cash received. Prabhat’s management did 
to an extent address this issue by stating they will distribute a 
‘substantial’ portion of the cash received from the sale, after 
repaying outstanding debt and paying taxes, shareholder should 
expect the balance funds to flow to them. For investors this was still 
not good enough because they were unable to quantify substantial, 
nor did they have clarity on how the cash would be returned - 
through a buy-back, a dividend or a complete delisting. But by the 
time the management did commit a number, it was too late, as 
investors had voted.  Max India has so far been silent on this. It is 
not like them. The sooner they explain, the greater the support they 
should expect.    
 

Another recent transaction is that between Bandhan Bank and Gruh 
Finance Limited. Bandhan Bank is set to acquire and merge with 
Gruh Finance Limited. Although some investors have misgivings, 
there is synergy to be gained through thne merger. Geographically, 
Bandhan is strong in the East and Gruh in the West. Gruh’s products 
can be clipped on to Bandhan’s. And Bandhan serves the micro-
borrowers while Gruh built its business by serving the lower-income 
set, leaving the well-heeled to be served by its parent HDFC. The 
high price-to-book signalled that both are good currencies to use 
for an acquisition. Additionally, HDFC is being able to ‘monetise’ a 
strategic investment. It will get shares,  but needs to sell anything 
above 10% post-merger it holds in Bandhan. 
 
Unlike the earlier two transactions, HDFC does not necessarily have 
to state what it will do with the cash: being a finance company it can 
keep all of it as it does not have the same pressure as Max and 
Prabhat to distribute the money received. 
 
For the shareholders of Gruh - other than HDFC, the issues are 
somewhat different. Having invested in a housing finance company, 
under the HDFC banner, they are no doubt getting shares in a bank. 
There fear is that this bank was till recently a micro-finance lender, 
and that the mind-set has not changed enough. The HDFC brand 
umbrella too is being whisked away: opinion is still divided on 
whether being a part of bank can compensate for this change in 

https://www.bseindia.com/xml-data/corpfiling/AttachLive/6041e59a-ef27-454f-b012-788a9a65182b.pdf
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parentage, and the initial reaction is no. This is one of the rare cases 
where shareholders want the existing promoter to continue to drive 
the business.  And given that their shareholding is being moved to 
an entity with lower price-to book, to say nothing of a different 
business (albeit narrowly defined), Gruh shareholders should have 
been offered the option of either taking cash or shares. And given 
that Gruh shares took the price hit, post announcement, Bandhan 
should have explored attaching a small sliver of tier-II bonds, similar 
to how Vedanta sweetened the Cairn India deal, to get investor buy-
in. They can still apply this balm.  
 
In times to come, companies will have to start to offer a menu of 
choices to investors, but that time is not quiet here yet. This may not 
be easy, but companies need to prepare. 
 
The message from the market is that not that these transactions 
should not happen. All three transactions have a lot going for them 
and need to be done. It’s that the time to look at deals only through 
the prism of the company is now behind us. The transaction has to 
work for both the company and its investors.   
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Exhibit 1: Prabhat Dairy Voting results  
Voting for the sale of entire investments (equity and preference) in its subsidiary, Sunfresh Agro 
Industries Private Limited to Tirumala Milk Products Private Limited and sale of dairy business 
undertaking of the Company to Sunfresh Agro Industries Private Limited and Tirumala Milk 
Products Private Limited. 

Category Mode of 
Voting 

No of Shares 
Held 

No of Votes 
Polled 

% of Votes 
Polled on 

Outstanding 
Shares 

No of Votes-
in Favour 

No of Votes-
Against 

% of Votes 
in Favour on 
Votes Polled 

% of Votes 
Against on 

Votes Polled 

    -1 -2 (3)=[(2)/(1)
]*100 

-4 -5 (6)=[(4)/(2)
]*100 

(7)=[(5)/(2)
]*100 

Promoter & 
promoter 
group 

E-voting  
 
 

4,89,35,584 

0 0 0 0 0 0 

Poll 4,89,35,584 100 4,89,35,584 0 100 0 

Postal 
ballot 

0 0 0 0 0 0 

Total 4,89,35,584 4,89,35,584 100 4,89,35,584 0 100 0 

Public 
institution 

E-voting  
 
 

85,28,766 

4747267 55.662 22356 4724911 0.471 99.529 

Poll 0 0 0 0 0 0 

Postal 
ballot(If 
applicable) 

0 0 0 0 0 0 

Total 85,28,766 47,47,267 55.662 22,356 47,24,911 0.471 99.529 

Public non 
institution 

E-voting  
 
 

4,02,11,781 

87,51,598 21.764 86,03,753 1,47,845 98.311 1.689 

Poll 4,19,058 1.042 4,19,058 0 100 0 

Postal 
ballot(If 
applicable) 

0 0 0 0 0 0 

Total 4,02,11,781 91,70,656 22.806 90,22,811 1,47,845 98.388 1.612 

Total   9,76,76,131 6,28,53,507 64.349 5,79,80,751 48,72,756 92.247 7.753 

         

For rejected votes: https://www.bseindia.com/xml-data/corpfiling/AttachLive/31a2d1df-
9fe2-40fa-a587-3a53cbbf9812.pdf 
 
Source: Company filing on BSE 
 

 
 
 
 
 
 
 

  

https://www.bseindia.com/xml-data/corpfiling/AttachLive/31a2d1df-9fe2-40fa-a587-3a53cbbf9812.pdf
https://www.bseindia.com/xml-data/corpfiling/AttachLive/31a2d1df-9fe2-40fa-a587-3a53cbbf9812.pdf
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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 our website. 
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 
https://www.iiasadvisory.com/about. 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 https://www.iiasadvisory.com/about. 
 
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 https://www.iiasadvisory.com/about. 
 
Conflict Management 
IiAS and its research analysts may hold a nominal number of shares in the companies that IiAS covers (including the subject company), as on 
the date of this report. A list of IiAS’ shareholding in companies is available at https://www.iiasadvisory.com/about.  
 
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 https://www.iiasadvisory.com/about. 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. 

 
  

https://www.iiasadvisory.com/voting-guidelines
https://www.iiasadvisory.com/about
https://www.iiasadvisory.com/about
https://www.iiasadvisory.com/about
https://www.iiasadvisory.com/about
https://www.iiasadvisory.com/about
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Other Disclosures 
IiAS is a SEBI registered research entity (proxy advisor registration number: INH000000024) dedicated to providing participants in the Indian 
market with independent opinions, research and data on corporate governance issues as well as voting recommendations on shareholder 
resolutions of about 750 listed Indian companies (https://www.iiasadvisory.com/iias-coverage-list). Our products and services include voting 
advisory reports, standardized services under the Indian Corporate Governance Scorecard, and databases (www.iiasadrian.com and 
www.iiascompayre.com). There are no significant or material orders passed against the company by any of the Regulators or 
Courts/Tribunals.  
 
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. 
• None of IiAS, the research analyst(s) responsible for this report, and their associates or relatives, have 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 in the past 
twelve months. 

• None of IiAS or the research analyst(s) responsible for this report have been engaged in market making activity for the subject company. 
 
Disclosures relating to the subject companies  
IiAS as a proxy advisor provides various services including publishing reports on corporate governance and related matters. The subject 
companies have not subscribed to any of IiAS’ services and IiAS has not received any remuneration from the subject companies in the past 
twelve months. 
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About IiAS  
Institutional Investor Advisory Services India Limited (IiAS) is an 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 750 
companies. IiAS provides bespoke research 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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