Follow up to the European Parliament Resolution on remuneration of directors of listed companies and remuneration policies in the financial services sector, adopted by the Commission on 12 October 2010
1.
Rapporteur: Saïd EL KHADRAOUI (S&D/BE)
2.
EP reference number: A7-0208/2010 / P7_TA-PROV(2010)0265

3.
Date of adoption of the resolution: 7 July 2010

4.
Subject: Remuneration of directors of listed companies and remuneration policies in the financial services sector

5.
Competent Parliamentary Committee: Committee on Economic and Monetary Affairs (ECON)

6.
Brief analysis/assessment of the resolution and requests made in it:

The resolution follows two Commission Recommendations of April 2009 on remuneration policies, one on risk-taking personnel in financial institutions and the other on directors of listed companies.

It takes account of recent work in progress on remuneration, for example within the Financial Stability Board (FSB), and the Commission proposal to amend the Capital Requirements Directive (CRD III), which requires banks, on pain of sanctions, to develop remuneration policies that no longer reward personnel taking undue risks. The compromise text of this proposal was adopted by the European Parliament on 7 July 2010.

The resolution also takes account of the publication on 2 June 2010 of the Commission's Green Paper on corporate governance in financial institutions, and a report on the application of the two Recommendations of April 2009.

Parliament welcomes the initiatives taken by the Commission on remuneration policies in the financial sector and listed companies in general. It also notes the proposals in the report on the Capital Requirements Directives for binding principles on remuneration policies in the financial sector.

Parliament's main recommendations to the Commission are:

· to reinforce the Commission Recommendations of April 2009;

· to adopt strong binding principles on remuneration policies in the financial sector, building on the "CRD III" proposals;

· to promote a common international structure for disclosure of the number of individuals in pay brackets from EUR 1 million upwards;

· to consider the roles of both internal and external auditors as part of ensuring the full spectrum of effective corporate governance;

· to investigate strengthening the roles of non-executive directors, including in training, remuneration and interviews;

· to clarify in its legislative proposals the role of the supervisory authorities in remuneration policy;

· to set up an EU crisis management framework in order to avoid a new financial crisis;

· to encourage the Member States to remind listed companies and financial services companies of their social responsibility;

· to develop a European strategy to combat tax havens in order to implement the pronouncements made by the G20.

7.
Response to the requests and overview of the actions taken by the Commission or outlook of those actions which the Commission intends to take:

(1) In the financial sector:
The Commission agrees with the European Parliament that binding measures are necessary in the financial sector. It has already proposed binding rules on remuneration policies in banks under the CRD III that meet the recommendations of the resolution, and which have since been adopted by the co-legislators.

The Green Paper of 2 June 2010 on corporate governance in financial institutions examines the role of auditors and members of the board of directors as well as conflicts of interest, risk management and the role of shareholders and supervisors in financial institutions.

(2) Beyond the financial sector
To ensure fair competition between sectors, the Commission will take action beyond the financial sector.

The Green Paper of 2 June 2010 on corporate governance in financial institutions consults the public on possible measures concerning the remuneration of directors in listed companies in general. In 2011 the Commission intends to launch initiatives in the field of corporate governance in listed companies.

The resolution recommends encouraging the Member States to remind listed companies and financial services companies of their social responsibility. The Commission supports this measure, which could be part of both the follow-up to the Green Paper on corporate governance in financial institutions and the 2011 initiatives in the field of corporate governance in listed companies.

The Commission also welcomes Parliament's proposal for a common international structure that would publish the number of people who earn over EUR 1 million, taking into account salary, bonuses and pension pots.

(3) Other aspects: crisis management and combating tax havens:
The measures on remuneration would be futile without an effective legal framework for crisis management. Therefore, the Commission intends to present a communication on this subject in the autumn, and a legislative proposal in 2011, reflecting the work of the IMF and the G20.

The fight against tax havens is also a priority for the Commission, to promote transparency, exchange of information and fair fiscal competition. In April 2009 the Commission adopted a far-reaching fiscal governance strategy that builds on the international initiatives of the G20 and the OECD. Fiscal governance must allow equal opportunities for economic actors, and the fight against fraud in the EU and beyond. The Commission also plays an active part in the FSB working group on adherence to international financial standards. The FSB framework for supervision, cooperation and sharing of information was established in January 2010 and evaluations are already in progress in an initial group of countries. The process retains the possibility of publishing a list of the jurisdictions that do not comply with the framework by the end of 2010 and, if necessary, implementing counter-measures.
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