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When shareholders don’t buy the 
numbers 
Last month, the resolution to approve the accounts of Dish TV Limited, a 
direct-to-home service provider was defeated for the third time. 
Regulations need to provide direction   regarding the way forward in such 
instances. 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Indian regulations give limited discretion to the board for decision-making. This 
is seen from the list of items on which shareholders are expected to vote – from 
director appointment to raising money to allowing companies to send 
documents to shareholders using a courier. How does this translate into 
practice? Once a resolution is placed before shareholders, apart from a few 
voicing their dissent, it is mostly approved, with the execution left to the 
discretion of company management.  
 

What if a resolution is not approved? If independent directors do not find 
support, they do not join the board. If an executive director fails to get 
shareholder support, they are expected to move on -- but usually companies 
approach shareholders again. If an executive director’s salary is not approved, 
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companies either revise the salary or go back to shareholders with more clarity. 
If a merger does not pass muster, companies can call off the transaction, modify 
the terms of the deal or go back to investors with additional details. But when 
accounts are not approved, one wades into unchartered territory, as regulations 
are silent. 
 

The accounts are prepared by the company management, audited by statutory 
auditors, signed by members of its board and the auditors before they are finally 
presented to the shareholders for approval. Once rejected, seeking shareholder 
approval for the same set of financial accounts for a second time serves limited 
purpose. The recent examples of a direct-to-home service provider, where the 
accounts were presented in three different meetings, and an airline, where 
account accounts were presented twice, are both proof. Doing the same thing, 
over and over again, but expecting different outcomes serves no purpose. 
Companies need to address investor concerns, which may possibly mean having 
to restate the accounts, before approaching shareholders again for an approval. 
 

Let us take the example of a company having large receivables that the 
management believes are recoverable and the auditors do not. The auditors  
 

decide to qualify the accounts. At this stage, the one approach where auditors 
have given a qualified opinion is for the board to respond to the qualifications by 
explaining its stance in the director’s report.  
 

The management may agree that the recoverable needs to be written off. They 
can make changes citing conditions that existed but could not be recognized, or 
quantified, at the time of preparing the accounts. Or conditions that did not exist 
at the time of filing the financial results and only surfaced later. 
 

It is for the shareholders to decide how convincing the management’s argument 
is. Once presented to the shareholders, if they still do not approve the financial 
statements, what happens next?  
 

If the accounts are qualified, the management can write-down the receivables, 
make the appropriate adjustments and re-present the accounts to shareholders. 
If there is new material information, that too can serve as a trigger to restate the 
accounts.  
 

It may be appropriate to mention that in the US accounts carrying audit 
qualifications cannot be presented to shareholders or filed with the regulators. 
The company and the auditors are expected to resolve all issues and differences 
at the time of finalizing the audit. 
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There are other twists. The shareholders may vote against the approval of 
accounts even if these are unqualified - bankers find it to be the more prudent 
way forward. It can be the other way around when shareholders approve 
qualified accounts. Recently, in the case of a power-utility controlled non-bank 
finance company (PTC Finance Limited) most investors argued that they voted 
for the accounts because they believed that voting against would have 
jeopardized their receiving a dividend. Although the resolution to payout 
dividend is a separate one, needing separate approval, in a somewhat pure 
sense, dividends can be paid provided the accounts are approved. But this payout 
can always be treated as an interim dividend, so investors might be over thinking 
it. We also see accounts of companies in IBC getting a thumbs down (- it has 
happened in Jet Airways Limited). And where there are other disputes.   
 

The Companies Act has half the solution; it says that where the accounts are not 
adopted by the shareholders, they shall still be filed with the registrar who shall 
take them on record as “provisional” till the adopted accounts are filed.  This 
suggests making the regulatory filings, stating that the financial statements have 
been audited and approved by the board, but not adopted by the 
shareholders.  Sai Venkateshwaran, partner assurance, KPMG, is of the opinion 
that “where the accounts are not adopted, a definite and binding process to have 
these provisional accounts adopted needs to be spelt out, so that it’s not a 
permanent impasse.”  
 

Having the accounts adopted is important as one year’s accounts are the base 
for the subsequent year. The closing balances for one year are the opening 
balances for the next. "Ensuring the accuracy of a prior period is vital. The entire 
edifice risks collapsing if the opening balance is being disputed or there is 
uncertainty around it,” adds Sai. 
 

Getting the shareholders to sign-off on the financial statements is crucial for a 
company’s continuing operations. These are the basis on which bankers lend, 
suppliers extend credit, distributors agree to carry the product and investors buy 
equity. It is imperative that regulators specify the process and regulatory 
framework in place to deal with contingencies when accounts are not approved.  
 
 

     
A modified version of this blog was published by Business Standard on 17 
January 2023. You can access the blog by clicking this link or typing this to your 
url: https://www.business-standard.com/article/opinion/when-shareholders-
don-t-buy-the-numbers-123011601234_1.html 

https://www.business-standard.com/article/opinion/when-shareholders-don-t-buy-the-numbers-123011601234_1.html
https://www.business-standard.com/article/opinion/when-shareholders-don-t-buy-the-numbers-123011601234_1.html
https://www.business-standard.com/article/opinion/when-shareholders-don-t-buy-the-numbers-123011601234_1.html


  Institutional  
EYE 

 

18 January 2023 iiasadvisory.com 4 

 
 
Disclaimer 
This document has been prepared by Institutional Investor Advisory Services India Limited (IiAS). The 
information contained herein is solely derived 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 and/or construed as legal opinion/advice. 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 information referred to 
in this document (including the merits and risks involved) and exercise due diligence while using this report. 
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 document as may be required from time to time; 
however, IiAS is under no obligation to update or keep the information current. Nevertheless, IiAS would be 
happy to provide any information in response to specific queries. No copyright infringement is intended in 
the preparation of this document. 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 this 
information. This report may cover listed companies (the ‘subject companies’); IiAS may hold a nominal 
number of shares in some of the subject companies to the extent disclosed on its website and/or these 
companies might have subscribed to IiAS’ services or might be shareholders of IiAS. IiAS and its research 
analyst(s) do not have any financial interest in any of the subject companies except to the extent disclosed 
on its website. 
 
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 without the written permission of 
IiAS. 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. 
 
Other Disclosures 
IiAS is a SEBI registered 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 800 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.  
 
This article is a commentary on general trends and developments in the securities market. 
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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 
opinions, research and data on corporate governance issues as well as voting 
recommendations on shareholder resolutions for over 950 companies that 
account for over 96% of market capitalization.  
 
IiAS provides bespoke research and assists institutions in their engagement with 
company managements and their boards. It runs two cloud-based platforms, 
SMART to help investors with reporting on their stewardship activities and 
ADRIAN, a repository of resolutions and institutional voting pattern. 
 
IiAS with the International Finance Corporation (IFC) and BSE Limited, has 
developed a Corporate Governance Scorecard for India to evaluate company's 
governance practices and market benchmarks. More recently, IiAS has extended 
its analysis to ESG and is also empanelled with AMFI as an ESG Rating Provider. 
 
IiAS has equity participation by Aditya Birla Sunlife AMC Limited, Axis Bank 
Limited, Fitch Group Inc., HDFC Investments Limited, ICICI Prudential Life 
Insurance Company Limited, Kotak Mahindra Bank Limited, RBL Bank Limited, 
Tata Investment Corporation Limited, UTI Asset Management Company Limited 
and Yes Bank Limited.  
 
IiAS is a SEBI registered entity (proxy advisor registration number: 
INH000000024). 
 

 

 

  


