ASHLEY COUTINHO
Mumbai, July 16

THE SHARE OF mutual fund
votes against company resolu-
tions has seen a steady uptick
over the past five years--from
2.5% five years ago to 13.1%
for the financial year ended
March 2026. This marks the
highest share of dissent on
record and assumes signifi-
cance given that funds now
own a significant chunk of
Indian equities.

Interestingly, smaller fund
houses are emerging as the
mostvocal institutional share-

holders, opposing as many as
threein every 10 companyres-
olutions. Groww Mutual Fund
voted against 30.7% of resolu-
tions in the year ended March
2026, followed by Angel One
Mutual Fund at 29.7%, Navi
Mutual Fund at 28.4% and
Zerodha Mutual Fund at
25.5%,according to datafrom
primeinfobase.com.

Larger fund houses such as
SBI MF, ICICI Prudential MF,
Aditya Birla Sun Life MF and
Tata MF have a far lower share
of such votes (less than 3.3%).
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SMALL MFs LEAD THE CHARGE
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“MUTUALFUNDSAS awholedo
seem to be finding their voice
and making their dissent
known towards some of the res-
olutions which companies are
passing. This is a positive sign,”
said Pranav Haldea, managing
director, PRIME Database. “The
rising number of ‘against’ votes
ties in with the growing heft of
mutual funds over the last 4-5
yearsand theincreasingpools of
capital they represent.”

The share of domestic
mutual funds in companies
listed on the NSE stood at
11.46% as on March 31 this
year.The net assets under man-
agement for equity schemes
stood at ¥37.3 lakh crore at the
endof June.

“Most of ustake proxyvoting
recommendations as a North
Star;” said Nilesh Shah, manag-
ing director of Kotak Mahindra
Asset Management Company.
“Any deviation has to be
explained to our trustees and
our board of directors. If the
share of negative proxyvotes go
up, collectively our industry’s
share of ‘against’ votes go up
too.”

Changesin capital structure,
a merger or acquisition not in
the interest of shareholders,
compensation or ESOP issues
usuallycome underthescrutiny
of institutional investors.

According to Shriram Subra-
manian, Founder and MD of
InGovern Research Services,
mostfundhouseswill followthe
proxy advisory firms when it
comes to the ‘for’votes but may
reject 50-70 per cent of the
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‘against’recommendations.
This is because the funds
often see the business exigen-
cies that the companies have
and their paradigm may be
somewhat different than that
of the proxy advisory firms.
For instance, funds don’t seea
proposal for executive com-
pensation or reappointment
in isolation but see it through
the lens of past performance
and promoter versus non-pro-
moter pedigree. Market
observers believe that the
‘against’ votes alone may not
be enough to stop the com-
pany resolutions--both ordi-
nary and specialresolutions--
from going through because if
the high promoter holding.
“With promoters holding
around 50% of the shares, they
wield significant influence over
voting outcomes. While regula-
tory measures such as special
resolutions and majority-of-
minority approvals offer some

_checks, they only partially limit

promoter control. This suggests
a need to introduce a share-
holderreviewor dissentmecha-
nism,’saidarecentnote putout
by proxyadvisory firm TiAS.

An ordinary resolution
passes when more than 50% of
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thevotes castarein favour,while
a special resolution requires
morethan 75% of thevotes cast
to support it. A majority-of-
minorityresolution needs more
than 50% of the minority
shareholders’ votes in favour,
while promoters orrelated par-
tiesare excluded from voting.
Given that most companies
are promoter controlled, voting
againstresolutions can putfund
houses in a tricky position and
impact theiraccess to the pro-
moters and management.
“There can be resolutions that
can create conflicts of interest
with the company. We have
become better at managing
these conflictsbut theyhavenot
gone away entirely. Sometimes,
there is extensive engagement
with the company manage-
ment before voting against a
resolution. Ultimately, we have
tothinkaboutwhatisappropri-
ate from the minority share-
holder’s and good governance
point of view,’said Shah.
Overthelast fewyears,com-
paniestoo have become vigilant
on the kind of resolutions they .
proposetopass.Thusisbecause
proposals that are questioned
by analysts during conference
calls or taken up by the media
canshowthecompanyinaneg-
ative light. “Companies are
engaging with the proxy firms
beforehand to get a sense of
how they view the proposals.
The proxy firmsarealso putting
out voting guidelines on the
kind of proposals that may or
maynotbeacceptable tothem,
said Haldea. |
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