Follow up to the European Parliament resolution on a corporate governance framework for European companies, adopted by the Commission on 12 June 2012
1.
Rapporteur: Sebastian Valentin BODU (EPP/RO)

2.
EP reference number: A7-0051/2012 / P7_TA-PROV(2012)0118
3.
Date of adoption of the resolution: 29 March 2012
4.
Subject: A corporate governance framework for European companies
5.
Competent Parliamentary Committee: Committee on Legal Affairs (JURI)
6.
Brief analysis/assessment of the resolution and requests made in it:
The resolution is the European Parliament's reply to a consultation exercise launched by the Commission in April 2011. The consultation in the form of a Green Paper (COM(2011) 164) looked at topical issues of European corporate governance (CG) with a view to seek input from all interested parties as to possible shortcomings in the field of corporate governance and ways forward.

As regards the scope of the European corporate governance framework, the resolution stresses the need for a basic set of CG measures to apply to all listed companies. Any new legislative initiatives would need to be subject to a thorough impact assessment.

As regards boards of directors, the resolution recognises the importance of having a broad and diverse set of skills and competences represented. It asks the Commission to come up with data on gender diversity and measures taken at company and Member State level. If need be, female representation on boards should be increased to 30% by 2015 and to 40% by 2020. Binding legislation such as quotas could be part of a possible response. On directors' mandates and external evaluations, the resolution speaks out in favour of voluntary measures. It also supports the disclosure of companies' remuneration policies and shareholder votes on such policies.

More generally with regard to shareholders, the resolution supports measures to incentivise long-term investment and a review of relevant legislation by the Commission to see whether current legislation encourages short-termism as an unintended consequence. The resolution is against privileging certain groups of long-term investors, but welcomes the development of stewardship codes in the EU. While being in favour of conflicts of interest rules, the resolution pleads for the incentive structure to be left to the contracting parties concerned (i.e. institutional investors and their asset managers). The Commission should analyse how shareholders' participation can be enhanced. In addition, the Commission should clearly define the concept of "acting in concert". The Commission is also asked to regulate the profession of proxy advisors. It should be ensured that companies issuing name shares have access to the identity of their shareholders. The Resolution sees a need for an initiative on related-party transactions. Employee ownership schemes, however, should be left to Member States.

Finally, on the regulatory approach as such, the resolution clearly concludes in favour of the "comply or explain" principle, which is a more dynamic tool than strict legislation as regards corporate governance matters.

7.
Response to requests and overview of action taken, or intended to be taken, by the Commission:
The resolution has to be seen in the context of the Green Paper consultation exercise. It is a useful contribution to the Commission's reflection process on the future of the European corporate governance framework. The European Parliament has expressed its views on a wide range of issues which deserve further analysis by the Commission.

The Commission is currently working on the follow-up to the consultation exercise on corporate governance. Given the close relationship of this policy field with company law, the Commission has decided to bring these two work streams together. In October 2012, the Commission will adopt a Communication setting out the policy initiatives for the second half of its current term. This action plan will contain both corporate governance and company law matters.

The Communication will certainly reflect Parliament's resolution. The Communication will also give details on the regulatory approach and more specifically its intention as regards the "comply or explain" principle. Pending the current consultation on the future of company law and the internal decision-making process of the Commission, it is yet too early to announce the exact content of the action plan. That said, diversity, transparency, management of conflicts of interest and long-term shareholder engagement belong to the issues currently under consideration.
----------
PAGE  
2

