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Alembic Limited: Will a set of small
shareholders be able assert themselves?
A set of small, yet discerning shareholders in Alembic Limited have woken
up to the fact that their ownership of shares in a company need not be
passive: they are seeking a seat on the board Alembic Limited. Will the
voice of these small shareholders be heard, or will it get drowned under
the weight of an untested Companies Act? It is for Alembic Limited’s
Independent Directors to shoulder this responsibility. This is a seminal
case because it is the first time a set of sophisticated domestic investors
are taking a firm stance. IiAS believes this case will define the equation
between companies and their shareholders, but importantly, assess the
protection regulations offer the small investor.
Alembic Limited’s management has confirmed (to IiAS) that the board will
consider a notice it received under section 151 (See Annex 1 and Annex 2) to
appoint a small shareholder director at its next board meeting, which is
scheduled for 28 July 2017. While small shareholders have attempted to get
board seats in the past through this route, this is possibly one of the first cases
where a set of sophisticated, discerning shareholders are leveraging this
regulation. Therefore, how the board, particularly the independent directors,
decide will be reflective of the company’s (and perhaps a large set of corporate
India) attitude towards small shareholders.
On 12 July 2017, the company had received a notice from Unifi Capital Private
Limited (under the signature of Sarath Reddy, its Managing Director), which
proposed Murali Rajagopalachari’s candidature for being appointed as a small
shareholder director under section 151 of the Companies Act 2013.

Exhibit 1: Alembic Limited’s correction to the process of appointing a small shareholder director
On 18 July 2017, Alembic Limited filed an addendum to its AGM notice (Annex 3): it added resolution 8 to appoint
Murali Rajagopalachari (DIN: 00759040) as a director liable to retire by rotation under section 152 of the Companies
Ac 2013. However, the appointment was to be made as a small shareholder director under section 151, and not under
section 152 as a non-independent director. There are several critical differences between director appointments
under the two sections (See Annex 2). The company has, since then, corrected its stance and withdrawn the addendum
(Annex 4).

Unifi Capital Private Limited (which has proposed Murali Rajagopalachari’s
appointment as a small shareholder director) is a 16-year old portfolio
management company with over Rs. 25.0 bn of assets under management.
Murali Rajagopalachari is Vice-President, and part of Unifi Capital’s research
team (Exhibit 2).
Exhibit 2: Murali Rajagopalachari’s background, as listed on Unifi Capital’s website
Murali is a Management Graduate from the Asian Institute of Management, Manila. He has more than 16 years’
experience in the field of Corporate Finance. He has worked in various capacities initially with Alpic Finance Ltd, an
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NBFC and thereafter with Navia Markets Ltd, a Chennai based NSE Member. His functions in these companies
included Client Sourcing, Credit Evaluation, Transaction Structuring & Completion, Private Placement of Debt/Equity,
Identification of Potential Investors and Post transaction services. He then served as the Chief Financial Officer with
Enmail.com P Ltd, and was responsible for Budget & Management Control, Corporate Strategy, Financial Strategy
and Management. Murali joined Unifi in March 2002.

Regulations allow a small shareholder director on the board with the specific
intent of having the interest of small shareholders represented in the decisions
made by the board. Market infrastructure companies, like the stock exchanges
and depositories, have shareholder directors (or public interest directors) on
their board. Public sector banks too, under RBI regulations, are required to have
shareholder director representations on their boards. The Companies Act 2013,
in providing for at least one small shareholder director appointment in nonpublic-sector companies, attempts to achieve the same goal.
Through its provisions, the Companies Act 2013 tried to balance the agenda of
both, the shareholders and the company. For shareholders, regulations
demand that at least 1,000 shareholders, or 10% of small shareholders, can
together nominate a ‘small shareholder’ director. In asking for these numbers,
regulations have attempted to ensure that there is a serious agenda that backs
the request for a small shareholder director. Even so, it may happen that small
shareholders may nominate an individual that may not be competent
(although not disqualified under the Companies Act 2013). To protect
companies and boards from having to embrace such individuals, and from the
potential threat of greenmail, regulations provide discretionary powers to the
board in acquiescing to the demand for a shareholder director, on the
understanding that it will be used judiciously.
Independent directors’ decisions under scrutiny
Whether Alembic’s board is serious about the shareholders’ notice under
section 151 is unclear. The board has remained quiet on its opinion of Murali
Rajagopalachari’s appointment as a small shareholder director. Even upon
receiving a notice to appoint Murali Rajagopalachari’s as a small shareholder
director on 12 July 2017, the company failed to make the required disclosures
to the stock exchanges. Receiving notice under section 151 is not an everyday
event. IiAS believes this is a material event which affects a larger set of
shareholders – therefore, it should have been disclosed. Not doing so raises
red-flags.
Alembic Limited’s Independent Directors’ (Exhibit 3) silence is indeed eloquent.
In decisions that were significantly more public and controversial, Tata group’s
independent directors were responsible in providing shareholders with their
opinion, and it was then left to shareholders to decide if they agreed with that
point of view. While one may argue that the independent directors did not
have sufficient time to make a decision, their protracted reticence on this
matter raises questions about their own independence, about their ability to
tide the company through difficult times, and about how seriously they take
their responsibilities as representatives of non-promoter shareholders.
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Occupation

Managing Director and CEO
from 1-Feb-2017

4

(Ms.) Malika Chirayu
Amin (Promoter
group)
Chirayu Amin
(Promoter group)
Udit C. Amin
(Promoter group)
Abhijit Joshi

5

CP Buch

6

RC Saxena

7

Milin Mehta

8

Sameer Khera

1

2
3

ED: Executive Director
NED: Non-Executive Director
ID: Independent Director
Pay: Remuneration in FY17

Chairperson
Resigned as MD from 31Jan-2017
Experience in the pharma
industry
Visiting faculty, Faculty of
Law at MS University
Partner - Trivedi & Gupta, a
law firm
Senior Partner - K. C. Mehta
& Co, a CA firm
Founder trustee - SEE
Foundation
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Exhibit 3: Alembic Limited’s board composition
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AC: Audit Committee
NRC: Nomination and Remuneration Committee
SRC: Stakeholder Relationship Committee
CSR: Corporate Social Responsibility Committee

The company’s announcement of a board meeting on July 28, 2017 (before its
AGM) has a stated agenda of only considering the results of the first quarter
ended 30 June 2017. Alembic’s management has separately confirmed to IiAS
that the board will consider Murali Rajagopalachari’s appointment as a small
shareholder director under section 151 at that meeting.
The board has discretionary powers – and not absolute, as many argue, and
may consider quashing Murali Rajagopalachari’s appointment as a small
shareholder director. But, these discretionary powers are given to the board
to protect the company against frivolous agendas, or incompetence, or both.
For the board to use these discretionary powers to turn down a genuine
agenda will be a misuse of the regulatory headroom it has been provided. In
any case, turning down the demand for a small shareholder director will not be
easy: the board has a responsibility towards all public shareholders to provide
a thoughtful and considered rationale for its decision.
Should the board acquiesce to the shareholders’ demand for an appointment,
the company will then have to issue a postal ballot – in which only small
shareholders will be eligible to vote. Murali Rajagopalachari can then be
appointed through a simple majority.
Watch this space
If Alembic’s shareholders are required to vote on this resolution, they have little
to go by. The board’s radio silence is providing neither guidance nor clarity on
the context of the resolution. Unifi Capital, on the other hand, must provide
clear guidance to all shareholders if it is to undertake actions that create
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shareholder value, and garner their votes through a more public discourse of
their agenda.
Unlike previous attempts, this is the first time that a set of astute shareholders
have decided to act, compelling the company and its board to make thoughtful
decisions. How this plays out will have far reaching consequences for the
development of India’s equity market.
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Annex 1: Appointment of a small shareholder director
Annex 1(a): Section 151 of the Companies Act 2013
A listed company may have one director elected by such small shareholders in such manner and with such terms and
conditions as may be prescribed.
Explanation - For the purposes of this section “small shareholders” means a shareholder holding shares of nominal
value of not more than twenty thousand rupees or such other sum as may be prescribed.

Annex 1(b): Rule 7 of the Companies Act 2013 Rules
7. Small shareholders’ director (1) A listed company, may upon notice of not less than one thousand small shareholders or one-tenth of the total number
of such shareholders, whichever is lower, have a small shareholders’ director elected by the small shareholders:
Provided that nothing in this sub-rule shall prevent a listed company to opt to have a director representing small
shareholders suo motu and in such a case the provisions of sub-rule (2) shall not apply for appointment of such director.
(2) The small shareholders intending to propose a person as a candidate for the post of small shareholders’ director shall
leave a notice of their intention with the company at least fourteen days before the meeting under their signatures
specifying the name, address, shares held and folio number of the person whose name is being proposed for the post
of director and of the small shareholders who are proposing such person for the office of director:
Provided that if the person being proposed does not hold any shares in the company, the details of shares held and folio
number need not be specified in the notice:
(3) The notice shall be accompanied by a statement signed by the person whose name is being proposed for the post
of small shareholders’ director stating (a) his Director Identification Number;
(b) that he is not disqualified to become a director under the Act; and
(c) his consent to act as a director of the company
(4) Such director shall be considered as an independent director subject to his being eligible under sub-section (6) of
section 149 and his giving a declaration of his independence in accordance with subsection (7) of section 149 of the Act.
(5) The appointment of small shareholders’ director shall be subject to the provisions of section 152 except that(a) such director shall not be liable to retire by rotation;
(b) such director’s tenure as small shareholders’ director shall not exceed a period of three consecutive years;
and
(c) on the expiry of the tenure, such director shall not be eligible for reappointment.
(6) A person shall not be appointed as small shareholders’ director of a company, if the person is not eligible for
appointment in terms of section 164.
(7) A person appointed as small shareholders’ director shall vacate the office if (a) the director incurs any of the disqualifications specified in section 164;
(b) the office of the director becomes vacant in pursuance of section 167;
(c) the director ceases to meet the criteria of independence as provided in subsection (6) of section 149.
(8) No person shall hold the position of small shareholders’ director in more than two companies at the same time:
Provided that the second company in which he has been appointed shall not be in a business which is competing or is
in conflict with the business of the first company.
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(9) A small shareholders’ director shall not, for a period of three years from the date on which he ceases to hold office
as a small shareholders’ director in a company, be appointed in or be associated with such company in any other capacity,
either directly or indirectly.

Annex 2: Difference in director appointment under section 151 and under section 152
under section 151
Small shareholder director

under section 152
Non-independent director
Liable to retire by rotation
The nomination and remuneration
committee nominates or selects the
director and proposes the appointment.

Notice

Not liable to retire by rotation
Lower of 1,000 small shareholders, or 1/10th
of the total number of small shareholders
can nominated a small shareholder
director.
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.
Only through a postal ballot

Shareholder voting

Only small shareholders can vote.

Resolution passing
thresholds

Ordinary resolution – a simple majority
(50% + 1 vote) of the small shareholders’
votes will determine passing of resolution.
Maximum 3-year term

Nature of
appointment
Rotation
Nomination process

Powers of the board

Director term

Reappointment

6

Not eligible for reappointment on expiry of
the term.

iias.in

Once the board nominates the director, the
appointment must be mandatorily
approved by shareholders.

Can be appointed by the board during the
year, but needs ratification at the ensuing
AGM.
All shareholders, including promoters, can
vote.
Ordinary resolution – simple majority of the
total votes will determine passing of
resolution.
• Executive director: Maximum 5 years
• Non-executive director: No specified
term, but will retire by rotation.
Can be reappointed subject to shareholder
approval
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Annex 3: Text of Alembic Limited’s Resolution 8 on appointment of a shareholder director
Addendum to the Notice dated 9th May, 2017 convening the 110th Annual General Meeting of the Company
scheduled to be held on Friday, the 28th July, 2017 at 12:30 p.m. at “Sanskruti”, Alembic Corporate Conference
Center, Opp. Pragati Sahakari Bank Limited, Alembic Colony, Vadodara - 390 003.
Notice is hereby given that the following item of business is added in the aforesaid Notice as Item No. 8 as a Special Business:
8.

To consider and if thought fit, to pass the following Resolution as an Ordinary Resolution:
Appointment of Mr. Murali Rajagopalachari (DIN: 00759040) as Director of the Company:
“RESOLVED THAT pursuant to the provisions of Section 152 and other applicable provisions, if any, of the Companies
Act, 2013 and rules framed thereunder, Mr. Murali Rajagopalachari (DIN: 00759040) in respect of whom the Company
has received a notice in writing on 12th July, 2017 from a member along with requisite deposit of ₹1 Lac, pursuant to
the provisions of Section 160 of the Companies Act, 2013 proposing the candidature of Mr. Murali Rajagopalachari to
the office of a Director, be and is hereby appointed as a Director of the Company, liable to retire by rotation.”

Explanatory Statement as required under Section 102 of the Companies Act, 2013
Item No. 8
The Board of Directors of the Company had at its meeting held on 9th May, 2017, approved the Notice convening the 110th Annual
General Meeting (AGM) of the Company scheduled to be held on 28th July, 2017 and the same had already been circulated to the
members.
Subsequently, on 12th July, 2017, the Company has received a notice in writing dated 12th July, 2017 from Unifi Capital Pvt. Ltd., under
the signature of its Managing Director, Mr. Sarath Reddy, also a shareholder of the Company, proposing the candidature of Mr. Murali
Rajagopalachari, another shareholder of the Company, for being appointed as a small shareholders director under Section 151 of the
Companies Act, 2013 (“the Act”). Further, the Company has also received from Mr. Sarath Reddy, a cheque of ₹1 lac, stating that the
same is in terms of Section 160 of the Act.
Since Mr. Sarath Reddy has enclosed the requisite deposit amount under Section 160 of the Act, the Board has amended the Notice
convening the 110th Annual General Meeting by way of an addendum and inserted an agenda item for appointment of Mr. Murali
Rajagopalachari to the office of a Director, liable to retire by rotation.
Pursuant to Rule 13 of the Companies (Appointment and Qualification of Directors) Rules, 2014, r/w. Section 160 of the Act, the
Company is required to inform the members of the above referred candidature and place notice of such candidature on its website.
Accordingly, the Board of Directors has amended the Notice of the 110th Annual General Meeting by adding Item No. 8 by way of
addendum to the said Notice. The Proxy Form shall be deemed to be amended to include the above referred agenda item.
Pursuant to the provisions of Section 110 r/w. Section 151 of the Act and rules made thereunder, election of a small shareholders
director, if approved by the Board, can be considered by the members only by way of a resolution put for voting through Postal Ballot.
Hence the Board of Directors of the Company may consider the aforementioned notice under Section 151 of the Act at their ensuing
Board Meeting.
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The Details of the person seeking appointment, to the extent provided under the aforementioned notice are given hereunder:
Name of the candidate
Age
Qualifications
Experience
Terms and Conditions of appointment along with details of remuneration sought
to be paid
Remuneration last drawn (2016-17)
Nature of expertise in specific functional areas
Date of first appointment on to the Board
No. of Shares held in the Company as on 12th July, 2017 (as stated in the
above mentioned notice)
Relationship with other Directors, Manager and other Key Managerial
Personnel
No. of Meetings of the Board attended during the year
Directorship in other companies as on 12th July, 2017

Mr. Murali Rajagopalachari
53 years
Not Provided
Not Provided
Not Applicable
Not Applicable
Financial Services
Not Applicable
4050 *
Not Provided

Not Applicable
1. Unifi Financial Private Limited
2. UWM Investment Private Limited
Chairmanship / Membership of Committees of other Board
Not Provided
* As per the beneficiary position of members obtained from the Depositories and the RTA, the shareholding of Mr. Murali
Rajagopalachari as on 12th July, 2017 was 4,000 shares.
None of the Directors, Key Managerial Personnel and relatives thereof, has any concern or interest, financial or otherwise in the
resolution at Item No. 8 of this Notice.
Registered Office:
Alembic Road, Vadodara – 390 003.
Tel: (0265) 2280550 Fax: (0265) 2282506
Web: www.alembiclimited.com
Email Id: alembic.investors@alembic.co.in
CIN: L26100GJ1907PLC000033
Date : 18th July, 2017

By Order of the Board,
Drigesh Mittal
Company Secretary

Annex 4: Text of Alembic Limited’s withdrawal of the addendum to the AGM notice
Addendum dated 18th July, 2017 to the Notice convening the 110th Annual General Meeting of the Company scheduled to be held
on Friday, the 28th July, 2017 at 12:30 p.m. at “Sanskruti”, Alembic Corporate Conference Center, Opp. Pragati Sahakari Bank Limited,
Alembic Colony, Vadodara - 390 003, hereby stands withdrawn.
Registered Office:
Alembic Road, Vadodara – 390 003.
Tel: (0265) 2280550 Fax: (0265) 2282506
Web: www.alembiclimited.com
Email Id: alembic.investors@alembic.co.in
CIN: L26100GJ1907PLC000033
Date : 22th July, 2017
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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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