
Shareholder Rights Directive 
 

On 9 April 2014 the European Commission adopted a proposal for a directive on Shareholders 

Rights. The Commission argues that a more modern and efficient corporate governance 

framework is needed for European undertakings, investors and employees. Therefore, the EC 

aims to increase the long-term shareholder engagement.  They are of the opinion that the past 

years have highlighted some corporate shortcomings relating to companies’ and their boards, 

shareholders (institutional investors and asset managers) and proxy advisors and they identified 

that there is insufficient engagement of shareholders and a lack of adequate transparency.  

 

The EC wants to enhance the commitment of shareholders on long-term financing. To reach 

this objective, the following objectives are covered in the proposed directive: 

 

• Insufficient engagement of institutional investors and asset managers - increased 

transparency from asset owners and managers, including a requirement to develop an 

engagement policy.  

 

• Insufficient link between pay and performance of company directors - shareholders 

get the right to approve the remuneration policy and to vote on the remuneration 

report, which describes how the remuneration policy has been applied in the last year. 

 

• Lack of shareholder oversight on related party transactions - providing shareholders 

with a vote on significant (more than 5%) RTPs and oversight of smaller (more than 1%) 

RTPs.  

 

• Inadequate transparency of proxy advisors - requiring proxy advisors to adopt and 

implement measures to guarantee that their voting recommendations are accurate and 

reliable and not affected by existing or potential conflicts of interest.  

 

• Difficult and costly exercise of rights flowing from securities for investors - provide a 

right for listed companies to identify their shareholders and that rights are exercised by 

intermediaries.  

Recommendation on the quality of corporate governance reporting (‘comply or explain’) 

 

At the date of adoption of this proposal the Commission also adopted a recommendation on 

the quality of corporate governance reporting (‘comply or explain’). Institutional investors and 

http://ec.europa.eu/internal_market/company/docs/modern/cgp/shrd/140409-shrd_en.pdf
http://ec.europa.eu/internal_market/company/modern/index_en.htm#corporategovernancepackage


asset managers should comply with certain of the obligations on a ‘comply or explain basis’, for 

example on issues as remuneration of directors and on engagement policies with the 

companies they invest in. It aims to establish principles for good corporate governance in listed 

companies in Europe based on transparency, accountability and a long-term perspective.  

 

 


