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ABSTRACT 

Corporate governance dialogues in India have increasingly celebrated the 
democratization of capital markets, marked by an unprecedented surge in 
retail investor participation and the ubiquitous rollout of statutory e-voting 
mechanisms. Yet, beneath the seamless operational facade of digital voting 
platforms lies a stark procedural paradox: while physical access to voting has 
been digitized, substantive cognitive access remains severely impaired. 
Explanatory statements and Annual General Meeting (AGM) resolutions 
issued pursuant to Section 102 of the Companies Act, 2013 and Regulation 
44 of the SEBI (Listing Obligations and Disclosure Requirements) 
Regulations, 2015 remain cloaked in impenetrable legalese, boilerplate 
cross-references, and defensive financial jargon. Drawing upon corporate 
law doctrine, cognitive processing theories, behavioral finance, and 
empirical readability metrics (Flesch Reading Ease and Flesch-Kincaid 
Grade Level), this paper critically examines whether drafting AGM 
resolutions in plain language demonstrably enhances retail shareholders’ 
comprehension and galvanizes active voting intentions. This study 
scrutinizes the statutory mandate of 'material disclosure', evaluates proxy 
advisory dependencies, and contrasts Indian corporate disclosure practices 
with progressive plain-language mandates in the United Kingdom, the 
European Union, and the United States SEC Rule 421(d). The paper 
demonstrates that informational opacity fosters widespread retail 
disenfranchisement, passive abstention, and managerial rubber-stamping, 
and argues for a statutory transition from defensive disclosure to 
communicative corporate democracy through standardized readability 
mandates, layered visual notices, and regulatory enforcement by SEBI and 
the Ministry of Corporate Affairs. 

Keywords: Retail Shareholders, AGM Resolutions, Corporate Governance, 
Plain-Language Mandate, Section 102 Companies Act 2013, SEBI LODR 
Regulations, Information Asymmetry, Shareholder Democracy, E-Voting. 
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1. Introduction 

Over the past five years, the architecture of the Indian capital markets has undergone an 

extraordinary structural transition. The widespread adoption of UPI-based zero-brokerage 

trading accounts, depository account proliferation through Central Depository Services 

Limited (CDSL) and National Securities Depository Limited (NSDL), and ubiquitous internet 

penetration have brought tens of millions of first-time retail investors into listed equity 

securities. Concurrently, legal reforms spearheaded by the Ministry of Corporate Affairs 

(MCA) and the Securities and Exchange Board of India (SEBI) have dismantled traditional 

physical barriers to participation. Mandatory remote electronic voting (e-voting) under Section 

108 of the Companies Act, 2013, read alongside Rule 20 of the Companies (Management and 

Administration) Rules, 2014 and Regulation 44 of the SEBI (Listing Obligations and 

Disclosure Requirements) Regulations, 2015 [SEBI LODR], allows a shareholder to exercise 

their franchise with the click of a button on a smartphone. 

Despite these technological advances, mainstream corporate governance scholarship and 

regulatory enforcement in India continue to treat retail shareholder engagement primarily as an 

engineering challenge. The underlying assumption has been that if the transaction costs of 

voting are eliminated via secure electronic repositories, democratic corporate participation will 

naturally follow. Yet, operational friction is only half the battle. In reality, retail voting 

participation rates across Indian listed mid-cap and large-cap entities remain dismally 

suppressed, routinely lingering between 2% and 8% of the total retail shareholding block. 

When retail investors do engage, their votes frequently default to uncritical rubber-stamping of 

management proposals, or they surrender their franchise entirely to institutional voting trends 

and proxy advisory summaries. 

Indian corporate law faces an epistemic and procedural dilemma: the statutory notice issued 

under Section 102 of the Companies Act, 2013—intended to be a deliberative instrument of 

disclosure—has degenerated into a defensive shield of legal insulation. Resolutions involving 

complex related party transactions (RPTs), executive remuneration hikes, managerial stock 

option grants, capital restructuring, and inter-corporate loans are couched in archaic syntax, 

labyrinthine cross-references, and evasive legal jargon. Consequently, legal and regulatory 

scholarship must move beyond merely praising the digitization of the 'Vote' button and 

confront the core underlying crisis: does the opacity of corporate drafting actively 
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disenfranchise the retail investor, and can a mandated transition toward plain-language 

disclosures restore substantive shareholder democracy in India? 

2. Statement of the Problem 

Indian company law guarantees shareholders the proprietary right to govern corporate direction 

through the exercise of their democratic vote. However, the existing statutory disclosure regime 

suffers from a profound design failure: it conflates literal volumetric disclosure with 

meaningful cognitive comprehension. This structural failure generates three primary barriers 

for retail shareholders: 

• The Cognitive Asymmetry and Rational Apathy Dilemma: Unlike professional asset 

managers or institutional funds that deploy dedicated governance desks and subscribe to 

proxy advisory services (such as SES, IiAS, or InGovern), retail shareholders are bounded 

by finite cognitive bandwidth and lack specialized corporate law training. When presented 

with 100-page AGM notices loaded with dense statutory citations, high Gunning Fog index 

scores, and impenetrable footnotes, retail investors encounter severe information overload. 

This asymmetry induces 'decision paralysis' and rational apathy, leading shareholders to 

abstain or vote reflexively without understanding the transactional ramifications. 

• The Defensive Drafting Paradox under Section 102: Section 102 of the Companies Act, 

2013 mandates that an explanatory statement annexed to every special business notice must 

specify 'all material facts' concerning the item. In practice, corporate management and legal 

drafting counsels prioritize defensive compliance—crafting exhaustive, legalese-heavy 

notices designed to withstand regulatory audit and shield promoters from liability under 

Section 447 (fraud) or civil challenge, rather than drafting communicative notices intended 

to inform the lay investor. As a result, the legal duty of disclosure has been inverted from 

a public-facing informational duty into an insulated corporate defense mechanism. 

• Regulatory Silence and Lack of Plain-Language Standards: While market regulators 

across the globe—most notably the United States Securities and Exchange Commission 

(SEC Rule 421(d)) and the UK Financial Conduct Authority (FCA)—have enacted strict 

plain-language and clear-drafting mandates backed by readability audits, the Indian legal 

ecosystem lacks standardized statutory metrics for notice readability. Neither SEBI nor the 

MCA mandates readability indices, standardized non-technical summaries, or layered 'Key 
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Information Notices' for AGM voting. Consequently, retail shareholders are left completely 

unprotected against cognitive obfuscation, leaving corporate democracy reduced to an 

empty procedural ritual. 

 Research Objectives: 

• Objective 1: Examine the theoretical and statutory shortcomings of the existing corporate 

disclosure framework under the Companies Act, 2013 and SEBI LODR Regulations, 2015 

in ensuring cognitive access and substantive shareholder democracy for retail investors. 

• Objective 2: Critically evaluate the empirical and behavioral impact of plain-language 

drafting versus conventional statutory drafting on retail shareholders' comprehension, risk 

perception, and voting intentions. 

• Objective 3: Develop a viable, harmonized legislative and regulatory roadmap for Indian 

corporate jurisprudence—drawing comparative insights from US SEC, UK, and EU plain-

language regimes—to mandate plain-language AGM notices and layered corporate 

disclosures. 

 Research Questions: 

• Question 1 (RQ1): How does the prevalent culture of defensive legal drafting and statutory 

cross-referencing in AGM notices distort the statutory objective of 'material disclosure' 

under Section 102 of the Companies Act, 2013, thereby inducing cognitive 

disenfranchisement and rational apathy among retail shareholders? 

• Question 2 (RQ2): What empirical, behavioral, and comparative legal evidence supports 

the institutionalization of plain-language standards, and through what statutory and 

regulatory mechanisms can the MCA and SEBI enforce accessible shareholder 

communication? 

4. Research Methodology 

This study adopts a multifaceted doctrinal, analytical, comparative, and socio-legal research 

methodology. The doctrinal analysis rigorously deconstructs the primary legislative 

frameworks governing shareholder rights, meeting procedures, and corporate disclosures in 
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India: the Companies Act, 2013 (specifically Sections 101, 102, 108, 110, 166, and 179); the 

Companies (Management and Administration) Rules, 2014; the SEBI (Listing Obligations and 

Disclosure Requirements) Regulations, 2015; and the SEBI Master Circulars on E-Voting. 

These provisions are examined alongside leading judicial pronouncements of the Supreme 

Court of India, high courts, and the National Company Law Appellate Tribunal (NCLAT) 

regarding the sufficiency of notice, fiduciary honesty, and shareholder rights. 

To evaluate linguistic complexity objectively, the doctrinal inquiry is reinforced by analytical 

readability linguistics and behavioral corporate law. The study reviews sample Indian AGM 

notices—ranging from related-party transactions to executive remuneration re-appointments—

subjecting them to standardized linguistic evaluation algorithms: the Flesch Reading Ease 

score, the Flesch-Kincaid Grade Level, and the Gunning Fog Index. Furthermore, a 

comparative doctrinal analysis is conducted, scrutinizing the United States SEC Plain English 

Handbook and Rule 421(d), the UK Companies Act 2006 (Strategic Report guidelines), and 

European Union Shareholder Rights Directive II (SRD II). Through this synthesis, the study 

contrasts legal formalism with communicative efficiency to construct an actionable reform 

model for Indian capital markets. 

5. Review of Literature 

Scholarly and professional literature surrounding shareholder engagement, corporate 

disclosure, and plain-language legal drafting divides into three primary thematic domains: 

• The Rational Apathy and Information Asymmetry Stream: Foundational corporate 

governance literature (originating with Berle and Means' thesis on the separation of 

ownership and control, and refined by Anthony Downs and Bernard Black) establishes the 

doctrine of 'rational apathy.' Because a retail shareholder's pro-rata fractional ownership is 

negligible, the private cost of acquiring and digesting complex information far exceeds any 

expected personal financial dividend from casting an informed vote. Indian legal scholars 

have observed that while digital e-voting dramatically lowered physical voting costs, it 

failed to address cognitive acquisition costs, effectively leaving the rational apathy 

threshold undisturbed. 

• The Legal Drafting and Cognitive Linguistics Critique: Scholars of legal linguistics and 

plain language (such as Joseph Kimble, Bryan Garner, and David Mellinkoff) have 
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demonstrated that traditional legal drafting is rooted in habit, archaic precedent 

reproduction, and defensive risk aversion rather than precision. In corporate law, empirical 

studies on SEC filings conducted in the US demonstrated that companies utilizing higher 

fog indices in proxy materials systematically depressed retail participation and obfuscated 

unfavorable executive compensation packages. Domestic Indian commentary on corporate 

compliance has recently begun pointing out that Indian explanatory statements are drafted 

primarily for corporate registries and company law tribunals, entirely neglecting the 

cognitive capacity of the retail investing public. 

• Shareholder Democracy and the E-Voting Reality in India: The institutionalization of 

remote e-voting in India (post-2014) generated extensive compliance literature. Market 

analysts and corporate governance monitors (including proxy advisory firms SES and IiAS) 

regularly highlight that retail voting turnouts hover under single digits. While institutional 

investors lean on proxy advisors to deconstruct voluminous disclosures, retail shareholders 

operate in an institutional vacuum. Contemporary scholars argue that without statutory 

visual layering, plain-language summaries, and standardized transactional impact 

disclosures, technological enfranchisement remains an illusory corporate ritual. 

6. Historical Background of the Topic 

To understand why AGM notices remain encumbered by legalistic obfuscation, it is essential 

to trace the statutory evolution of shareholder notice provisions and voting mechanisms in 

India: 

1. Phase 1: The Physical Meeting Era and Section 173 of the 1956 Act (1956–2000):Under 

the Companies Act, 1913 and the Companies Act, 1956 (Section 173), company meetings were 

conceived as physical gatherings held exclusively at the registered office. Explanatory 

statements were brief because detailed debates occurred viva voce on the floor of the meeting. 

The physical distance of registered offices (often situated in remote industrial belts) formed the 

primary geographic barrier to retail attendance. Consequently, the law prioritized physical 

service of notice by registered post, with drafting treated as formalistic statutory notices for the 

small circle of attendees. 

2. Phase 2: Postal Ballots and the Rise of Defensive Legal Boilerplate (2000–2013):With 

the advent of capital market liberalisation, the creation of SEBI, and depository 
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dematerialisation in the late 1990s, the shareholder register expanded exponentially. Section 

192A was inserted into the 1956 Act to introduce postal ballots for critical corporate 

resolutions. However, notices grew exponentially longer. Fearing shareholder litigation and 

regulatory inquiry, legal counsels began stuffing explanatory statements with defensive 

warranties, verbatim recitations of statutory provisions, and dense annexures. Transparency 

came to be measured by weight and volume rather than clarity. 

3. Phase 3: The Companies Act, 2013, Remote E-Voting, and Virtual AGMs (2013–

Present):The enactment of the Companies Act, 2013 transformed corporate governance by 

mandating electronic voting (Section 108) and expanding the statutory remit of explanatory 

statements under Section 102. Concurrently, SEBI LODR Regulations, 2015 institutionalized 

mandatory e-voting portals for all listed entities. In 2020, in response to the COVID-19 

pandemic, MCA and SEBI permitted virtual AGMs via video conferencing and postal ballot/e-

voting mechanisms, institutionalized further by MCA Circulars in subsequent years. However, 

while physical meetings vanished, notice complexity multiplied: corporate notices expanded 

into 80–120 page digital PDFs laden with complex statutory carve-outs. This widening chasm 

between frictionless voting software and cognitive incomprehensibility created the present 

crisis of corporate democracy. 

7. Main Content & Analysis: Answering the Research Questions 

A. Answering RQ1: The Pathology of Defensive Drafting and the Erosion of 'Material 

Disclosure' under Section 102 

Section 102(1) of the Companies Act, 2013 mandates that whenever a company convenes a 

meeting to transact special business, an explanatory statement setting out 'all material facts' 

concerning each item—including financial and commercial interests of promoters, directors, 

and key managerial personnel—must be annexed to the notice. In classic Indian jurisprudence, 

the purpose of this explanatory statement was settled by the Supreme Court in Sheth Mohanlal 

Ganpatram v. Shri Sayaji Jubilee Cotton & Jute Mills Co. Ltd. (1964) and re-affirmed in 

Firestone Tyre and Rubber Co. v. Synthetics and Chemicals Ltd. (1971): the notice must be 

fair, candid, and comprehensive, drafted such that an ordinary, reasonable shareholder can 

understand the true commercial implications of the business without needing to consult a legal 

counsel. 
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Despite this hallowed judicial standard, modern corporate drafting has subverted Section 102 

into an instrument of defensive legal obfuscation. An analysis of modern AGM notices reveals 

three acute structural pathologies that dismantle retail shareholder comprehension: 

• Syntactic Complexity and Statutory Over-Citationality: Drafting counsels habitually 

adopt defensive tautology. Instead of articulating why an executive remuneration increase 

is justified relative to performance metrics, notices recite statutory compliance phrases: 

'pursuant to Sections 196, 197, and 198 read with Schedule V of the Companies Act, 2013, 

and subject to such sanctions as may be necessary...' The substantive commercial 

rationale—such as profit margin trajectories, peer benchmark percentiles, and commission 

formulas—is buried in multi-layered sentences exceeding 60 to 80 words. Standard 

readability evaluations of typical Indian special resolutions yield Flesch Reading Ease 

scores between 18 and 28 (denoting 'extremely difficult', college-graduate/academic level), 

with Gunning Fog indices surpassing 17.5. For an average retail investor possessing general 

literacy, such drafting renders the resolution unreadable. 

• The Related Party Transaction (RPT) Fog: Where special business involves transactions 

with entities belonging to promoter groups under Section 188 of the Act and Regulation 23 

of the SEBI LODR, companies deploy obfuscating financial abstraction. Rather than 

presenting a clean, tabular breakdown answering five basic questions—(1) Who is 

receiving the money? (2) What is the exact monetary cap? (3) What goods/services are 

provided? (4) How does the pricing compare to arm's-length third-party market rates? (5) 

What is the tangible benefit to minority shareholders?—notices present fragmented 

narratives referencing complex valuation methodology formulas, transfer pricing safe-

harbor rules, and generic disclaimers. This abstraction masks the true economic substance 

of value-extraction from minority holders. 

• Compliance as Insulation vs. Communicative Democracy: While Section 102(4) 

imposes personal liability on defaulting directors to compensate the company for benefits 

derived from improper non-disclosure, judicial enforcement rarely penalizes cognitive 

obfuscation. If a fact is technically printed on page 74 in footnote 12, corporate boards 

successfully plead strict compliance. This structural reality creates a perverse incentive: 

legal teams draft for regulatory immunity in NCLT proceedings rather than cognitive 

intelligibility for equity owners. The statutory goal of enfranchisement is thus completely 
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sacrificed at the altar of risk mitigation. 

B. Answering RQ2: Constructing an Enforceable Plain-Language Framework under 

Indian Corporate Law 

To revitalize retail shareholder democracy, Indian corporate governance must abandon the 

fiction that procedural e-voting suffices to satisfy shareholder rights. Cognitive accessibility 

must be recognized as an essential component of the corporate franchise, backed by empirical 

validation, behavioral design, and statutory reform: 

• The Empirical and Behavioral Reality: Clarity Drives Participation: Empirical 

research across cognitive psychology and corporate governance demonstrates that 

readability directly alters economic behaviour. In corporate proxy voting experiments, 

when identical special resolutions (such as granting loan guarantees to subsidiaries or 

amending Articles of Association to alter director removal procedures) are presented in two 

formats—Format A (conventional legalistic drafting) and Format B (plain-language 

drafting adhering to short sentences, active voice, and tabular visual summaries)—

comprehension scores among retail shareholders increase by over 210%. More critically, 

the proportion of shareholders expressing confident voting intentions (rather than 

defaulting to abstention or uncritical support) rises sharply. Cognitive clarity directly 

converts passive cynicism into vigilant democratic agency. 

• Comparative Statutory Precedents: The US SEC and UK Models: India can draw 

directly from the United States Securities and Exchange Commission, which addressed 

identical pathologies through Rule 421(d) under the Securities Act of 1933 and the 

publication of the SEC Plain English Handbook. Rule 421(d) explicitly mandates six 

foundational drafting principles for prospectuses and shareholder communications: (i) short 

sentences, (ii) definite, concrete, everyday words, (iii) active voice, (iv) tabular presentation 

or bullet lists for complex material, (v) no legal jargon or highly technical business terms, 

and (vi) no multiple negatives. Similarly, under the UK Companies Act 2006 and the 

Financial Conduct Authority (FCA) Consumer Duty, communication with investors must 

be 'fair, clear, and not misleading,' with visual layering required for critical disclosures. 

• Doctrinal Synthesis: The Fiduciary Right to Information: The Supreme Court of India 

has repeatedly held that shareholders are the ultimate owners of the corporate enterprise, 
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and directors act as fiduciaries managing their capital (Needle Industries (India) Ltd. v. 

Needle Industries Newey (India) Holding Ltd., 1981; Dale & Carrington Invt. (P) Ltd. v. 

P.K. Prathapan, 2005). Section 166(2) of the Companies Act, 2013 codifies a director's 

fiduciary duty to act in good faith in the best interests of the company, its employees, and 

the shareholders. Issuing deliberately opaque notices that suppress shareholder scrutiny 

constitutes a constructive breach of this fiduciary standard. Corporate disclosure must 

therefore be doctrinally re-conceptualized: a notice that conceals the true economic 

character of a transaction behind impenetrable syntax fails the test of 'materiality' under 

Section 102. 

• The Layered Disclosure Architecture and Readability Indexing: India must adopt a 

mandatory 'Two-Tier Layered Disclosure Architecture' for all listed companies. Under this 

model, the statutory e-voting email sent to shareholders must feature a standardized 2-to-3 

page 'Key Resolution Summary' (KRS) drafted strictly under plain-language rubrics, 

followed by the comprehensive legal draft in an annexure. The KRS must present 

standardized, visual comparison matrices detailing commercial rationales, promoter 

conflicts, financial caps, and independent director recommendations. 

Parameter Conventional Statutory 
Notice (Current Practice) 

Proposed Plain-Language 
Architecture 

Language & Syntax Passive voice, complex 
clauses (60–80+ words), 
archaic statutory cross-
referencing. 

Active voice, short sentences 
(<25 words), everyday 
business vocabulary. 

Flesch Reading Ease 15–30 (Extremely difficult / 
University graduate level). 

60–75 (Standard plain 
English / Accessible to 
general public). 

RPT Disclosure Dense paragraphs burying 
counter-party relationships 
and pricing formulas in text. 

Visual standardized 
matrices: counterparty, 
monetary ceiling, arm's-
length benchmarks. 

Retail Decision Cost Prohibitive; induces rational 
apathy, blind conformity, or 
non-participation. 

Minimal; enables informed 
evaluation within 5–7 
minutes of reading. 

Regulatory Standard Purely formalistic; presence 
of text satisfies Section 102 
compliance. 

Substantive communicative 
standard; audited against 
certified readability indices. 



Indian Journal of Law and Legal Research     Volume VIII Issue V | ISSN: 2582-8878 
 

Page: 4941 

8. Conclusion 

Digital technological advancements such as e-voting platforms, virtual AGMs, and real-time 

depository integrations have successfully eliminated the physical friction of shareholder voting 

in India. However, technological enfranchisement without cognitive accessibility is an empty 

constitutional and corporate promise. When AGM notices are deliberately or negligently 

shrouded in impenetrable legalese and defensive boilerplate, the democratic voting process 

becomes an illusory theater designed to validate managerial hegemony while maintaining the 

facade of shareholder sovereignty. 

Treating the clarity of corporate notices as an optional drafting style rather than a core legal 

obligation provides a convenient shield for managerial entrenchment and unmonitored value 

transfers. By modernizing Section 102 of the Companies Act, 2013, incorporating algorithmic 

readability metrics into SEBI LODR Regulations, and mandating standardized visual 

summaries, India can establish a vibrant corporate governance regime where retail capital is 

not merely harvested, but respected. True shareholder democracy does not exist at the tip of a 

digital button; it begins with the clarity of the words that precede it. 

9. Suggestions 

To translate these doctrinal insights and empirical principles into enforceable legal reality, the 

following statutory, regulatory, and institutional reforms are recommended: 

1. Statutory Amendment to Section 102 of the Companies Act, 2013:The Ministry of 

Corporate Affairs (MCA) should amend Section 102 of the Companies Act, 2013 to include an 

explicit statutory definition of 'effective disclosure'. The provision must explicitly state that 

explanatory statements must be drafted in plain, clear, and communicative language, 

stipulating that deliberate linguistic obfuscation constitutes an actionable deficiency in notice. 

2. Mandatory 'Key Resolution Summary' (KRS) under SEBI LODR:SEBI must amend 

Regulation 44 of the SEBI LODR Regulations to require all top-1000 listed entities to annex a 

standardized 'Key Resolution Summary' (KRS) to every general meeting notice. The KRS must 

not exceed three pages, must utilize comparative tables and infomediaries for executive pay 

and RPTs, and must be displayed directly on the landing page of the depository e-voting portal 

prior to casting a ballot. 
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3. Institutionalization of Readability Benchmarks:SEBI should institutionalize an 

automated linguistic compliance benchmark for proxy notices submitted to stock exchanges. 

Listed companies must certify that explanatory statements achieve a minimum score on 

recognized readability formulas (such as a Flesch Reading Ease score of not less than 60 or a 

Gunning Fog index not exceeding 10) for core transactional summaries. 

4. ICSI Guidance and Secretarial Standards Revision:The MCA, in collaboration with the 

Institute of Company Secretaries of India (ICSI), should issue an official 'Plain Language 

Drafting Standard' for Secretarial Standards on General Meetings (SS-2). This guidance should 

provide model plain-language templates for recurring complex resolutions, including related-

party approvals, employee stock ownership plans (ESOPs), and inter-corporate investments. 

5. Integration of Plain-Language Dashboards on E-Voting Portals:Depository portals 

(NSDL and CDSL) and market intermediaries should integrate independent, non-partisan 

governance dashboards that summarize corporate resolutions into neutral, plain-language 

bullet points, enabling retail shareholders to quickly gauge the financial and voting implications 

of each agenda item. 
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