The public consultation is extended until 31 March 2012.
Responses should be sent to contactcom@amf-france.org

Report of the Working Group on General Meetings
of Shareholders of Listed Companies

Working Group Chairman
Olivier Poupart Lafarge,
Member of the AMF Board
7 February 2012

Report of the working group on general meetings of shareholders of listed companies

FOREWORD
General meetings are a privileged opportunity for shareholders, be they individuals or institutional investors, to
dialogue, obtain information and exchange views.
The organisation of general meetings and shareholder voting is governed by statutory and regulatory
requirements that seek in particular to ensure the legal certainty of key decisions. This is particularly important
since general meetings in France enjoy substantial powers.
In view of its duty to protect savings, the AMF pays special attention to ensuring that shareholders are able to
exercise their voting rights at general meetings. One of the actions adopted under the AMF’s latest Strategic Plan
is to pursue discussions with issuers and shareholders on organising general meetings so that shareholders can
play their full part.
In May 2001 the AMF Board decided to set up a working group of market stakeholders (issuers, institutional
investors, individual shareholders, statutory auditors, lawyers, academics and securities professionals) tasked
with formulating proposals on three topics: dialogue between shareholders and issuers at general meetings, the
functioning of general meetings, and voting on regulated agreements. The number of topics was restricted
deliberately to ensure that the group’s work would not extend to the entire field of listed company governance or
give rise to proposals that could be implemented quickly.
Before presenting the findings of the working group, it should be stressed that the group’s members, as well as
several of the experts they questioned – especially institutional investors that attend general meetings in other
countries, in particular the United States and the UK – expressed positive views on the way that general meetings
function in France.
Given this broadly positive response, the working group did not seek to call into question the existing checks and
balances but to identify developments that might be desirable in specific areas, based on situations sometimes
observed by shareholders.
This report presents the findings of the working group in four sections.
The first part deals with dialogue between shareholders and issuers. It stresses the need for ongoing dialogue
both before and after the general meeting. One important aspect of that interaction is the possibility for
shareholders to express their concerns. They can do so through draft resolutions or agenda items, as well as by
asking written or oral questions. The group also underscored the additional efforts needed to clearly explain the
content of and reasons for the resolutions put by the board to the meeting.
In terms of voting, the group proposed introducing a “third way” for shareholders to express themselves; this
would be done by enshrining a true abstention vote in French law, separate from “for” and “against” votes. It also
proposed improvements to the mechanism for transmitting the votes of non-resident shareholders. The present
system is fairly complex, but this is mainly due to the circuits it uses than to the law that governs it. The group also
put forward practical measures concerning possibilities for electric voting that would benefit all shareholders,
residents and non-residents alike.
The deliberations on the “committees” set up for general meetings sought to clarify some of the existing
practices and put them on a formal footing. The group wants formal recognition of the role played by the
“centraliser” in compiling attendance sheets. And it proposed that committee members should refrain from taking
part in decisions that concern them personally.
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The group considers that efforts are needed to make regulated agreements more transparent and easier to
understand. The respective roles of the various parties involved in approving and ratifying these agreements must
be reiterated and, in some cases, strengthened. The group calls on boards of directors to explain their reasons for
authorising regulated agreements. It also proposes improvements to the way that the scope of regulated
agreements is defined, possibly by excluding agreements with wholly owned subsidiaries. By contrast,
agreements between a senior manager or a director and a subsidiary should be brought to the attention of the
parent company’s shareholders and, in certain cases resulting from factual circumstances, be subject to the
regulated agreement procedure at parent company level.
Rules governing the convening, functioning and powers of general meetings are laid down in company law.
Consequently, some of the group’s proposals would entail legislative or regulatory amendments. However, when
formulating such proposals, the group sought to avoid burdening the existing legal framework, amended recently
when the European directive on shareholder rights was transposed into French law.
Some proposals are aimed directly at the market participants concerned, especially listed companies. The group
paid particular attention to small and mid-capitalisation companies, which, because of their characteristics, need
not adopt the proposals intended for larger companies – although they may voluntarily decide to follow them or
take inspiration from them in practice. The proposals not intended for small and mid-caps (unless they adopt them
of their own accord) are listed in the header section of the report.
All the group’s proposals can be applied by the market participants concerned – notably listed companies – as
soon as possible, except where legislative or regulatory modifications are necessary. The working group also
considers that, subject to the same caveat on legislative or regulatory amendments, the AMF could recommend
implementing the report’s proposals at the general meetings to be held from 1 January 2013.
The group examined several areas for progress in the course of its meetings, and the proposals it finally adopted
reflect a broad consensus among its members. It must be pointed out, however, that none of the members is
personally accountable for the proposals, since some may have expressed opinions that departed from the
consensus.
I extend my warmest thanks, on behalf of the AMF and personally, to all the members of the working group for
their involvement and active contributions. The meetings enabled me to appreciate their professional and
personal qualities. Thanks to those qualities, the discussions – though often lively – always took place in a
courteous and mutually respectful atmosphere, despite differences of culture, origin and viewpoint.

Working Group Chairman
Olivier Poupart-Lafarge
Member of the AMF Board
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SUMMARY OF PROPOSALS
I.

Ongoing dialogue between shareholders and issuers

Proposal 1
- Establish an ongoing dialogue between shareholders and companies before draft resolutions are published
and after the general meeting as well, to help resolve possible disagreements on points of voting policy for
different categories of shareholders.
- Develop new ways of dialoguing after the notice of meeting has been published, and allow time for
discussion.
- After the general meeting, to the extent possible, meet personally with shareholders who wish to discuss any
disagreements on important points brought up at the meeting, with a view to learning lessons for the next
general meeting..
Proposal 2
- Extend the practice of the issuer announcing the date of the following year's general meeting (or even the
dates of the next two AGMs) at the end of the current year's meeting. The date(s) are then published on the
issuer's website in the same section as its calendar for future financial reports.
- Ensure that the issuer's updated articles of association are posted on its website so that each shareholder
has access to full information from the company.
Proposal 3
- Foster practices that facilitate exercise of a shareholder's right to put items or proposed resolutions on the
agenda of the general meeting.
- Adopt a broad conception of agenda items that extends beyond what lies strictly within the decision-making
powers of the general meeting. Thus, agenda items could relate to the purpose of the company or to the
content of the literature provided to the general meeting.
- Sequence the general meeting so that agenda items and proposed resolutions relating to the same subject
are debated together, not separately.
Proposal 4
- Make the titles of resolutions proposed at general meetings more understandable and improve the wording
of the statement of reasons for each proposed resolution in order to clarify what is to be voted on and what
is at stake in the decision. In principle, the reasons should be stated identically in the report of the board and
in the “convening notice” sent to shareholders. Accordingly, these explanations ought not to consist merely
in recasting the legal terms of the resolution in plainer language. They should present the issues and the
reasons for the proposed resolution in a way that enlightens and informs the shareholder vote.
- Post the statements of reasons included in the board’s report on the proposed resolutions on the issuer's
website at the same time that the “meeting notice” is published in the legal gazette (BALO), not later than 35
days before the meeting. Include a link to the issuer's website in the AGM notice published in the BALO.
- At the general meeting, present and explain the proposed resolutions before they are voted on.
Proposal 5
- Justify new requests for authority to issue securities within the framework of the company's business
strategy, with due regard for the confidentiality of financial offerings.
- As soon as the meeting notice is published, post on the issuer's website, along with the board's statement of
reasons for the proposed resolutions, the summary table on how previous financing authorisations have
been used, if need be with explanations to aid understanding.
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Proposal 6
- Post a summary report on the general meeting on the company's website within three months.
- Draw up the minutes as soon as possible after release of the summary report on the meeting.
- Have a guide prepared by those involved (issuers, investors and directors in particular) using the same
subject headings as a minutes document.
- In information meetings that take place after the AGM, devote an agenda item to summarising the
discussions that took place at the meeting.

II.

Voting at general meetings

Proposal 7
- Institute a true vote of abstention in French law through new legislation.
- Redesign the mail-in voting form to clarify the intent of each vote, in particular to distinguish it from powers
granted without specifying the name of the proxy.
Proposal 8
Take measures that give importance to non-resident institutional investors:
- When communicating with investors, issuers should pay particular attention to non-resident shareholders (if
any), notably by providing English translations of the main general meeting documents (agenda, draft
resolutions, statements of reasons, management report).
- Large issuers with an international shareholder base should systematically put a suitable person in charge of
relations with non-resident investors in order to answer questions relating to the general meeting. The name
and contact details of this person should be provided in the issuer’s financial disclosures.
Proposal 9
- Ensure that non-resident shareholders are better informed about the key stages of the voting procedure by
providing them with clear, comprehensive documentation put together by issuers and other participants in
the French securities holding system.
- Make non-resident investors more aware of the relevance of the different methods of holding specific shares
under French law. In particular, let them know that, if they want to be sure of receiving relevant information
before and after a general meeting and of having their votes counted, they can be registered directly on the
issuer’s books.
Proposal 10
Without prejudice to other countries’ laws, align the information on non-resident investors with that required for
resident shareholders. To this end, ensure that the global mail-in voting forms sent via registered intermediaries
include a file giving details of the identity and votes cast of the shareholders concerned.
Proposal 11
- Put in place one or more electronic voting platforms that can provide prompt, reliable handling of data
flows between issuers and shareholders. Enable non-resident shareholders to benefit from this system by
encouraging all participants in the voting chain, including foreign intermediaries and especially proxy voting
agents, to take the steps needed to connect to these platforms as quickly as possible.
- Once the electronic voting system makes it possible for non-resident shareholders to vote via proxy voting
agencies, encourage non-resident investors and their service providers to vote electronically.
Proposal 12
Provide any person or nominee registered directly on the issuer’s books, upon prior request from the persons
concerned, with a document confirming that their votes have been properly taken into account.

7 / 42

Report of the working group on general meetings of shareholders of listed companies

Proposal 13
Study the feasibility of a system that would enable non-resident final investors to be informed that their voting
rights have been duly exercised where the voting is done electronically.

III.

General meeting committee: constitution, duties and practices

Proposal 14
- Insert the principle, in either the legislative or regulatory part of the Commercial Code, that a general
meeting committee must be formed and in place at the general meeting.
- In the regulatory part of the Commercial Code, specify that this committee is chaired by the same person
who presides as chair of the general meeting and that the committee’s decisions are taken by a majority of
its members.
Proposal 15
- Put in place a general meeting committee composed of a chairperson and two scrutineers, unless
circumstances duly explained in the meeting minutes make this impossible.
- To the extent possible, identify in advance the persons likely to be named as scrutineers, so that they can
familiarise themselves with the role they will play and the difficulties the committee may encounter during the
general meeting.
Proposal 16
- Prohibit a member of the general meeting committee from taking part in any decision within the committee's
powers that would affect that member, such as a decision on suspending voting rights, amending a
resolution or proposing a new resolution (regulated agreements, appointments, dismissals, etc.). Designate
an alternate who would take the place of the committee member prevented from participating in such
circumstances.
- Write this prohibition and this provision for designating alternates into the legislative or regulatory part of the
Commercial Code.
Proposal 17
Remind the general meeting of the role of the "centraliser". On the attendance sheet, mention that the scrutineers
have signed this document on the basis of information provided by the centraliser under the terms of its contract
with the issuer.
Proposal 18
Enshrine the policing power of the general meeting committee in the regulatory section of the Commercial Code.
Specify that this committee:
- ensures orderly debate. Accordingly, it may have to ensure orderly management of answers to
shareholders’ questions (in particular by distributing floor time);
- if necessary, decides whether to suspend the session, that is, to halt deliberations of the general meeting
momentarily;
- enforces the applicable rules on denial of voting rights based on evidence presented.
Proposal 19
In advance of the general meeting, take action to identify and verify situations and information that could entail
legal suspension of voting rights, so that this information can be transmitted to the committee on the day of the
meeting.
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IV.

Voting on regulated agreements

Proposal 20
Update the 1990 study by Compagnie Nationale des Commissaires aux Comptes (CNCC) on intra-group
agreements. Senior managers use this document, among other things, to determine what is covered by the notion
of “agreements on current operations entered into under normal terms and conditions”. The CNCC could initiate
an update in collaboration with the Haut Conseil du Commissariat aux Comptes (H3C) and the AMF, working in
liaison with organisations representing issuers and shareholders. The new guide could cover agreements
concluded both within and outside a corporate group.
Proposal 21
Have companies establish an internal charter to define an agreement and submit it to the regulated agreement
procedure. The charter would set forth the criteria adopted by the company, which would adapt the CNCC guide
to its own situation, in agreement with its statutory auditors.
Proposal 22
Amend the law so that agreements between a listed company and its 100%-owned (or equivalent) subsidiaries
throughout the financial year are excluded from the regulated agreement regime .
Proposal 23
Define, in the CNCC guide, what is meant by “indirectly involved person”, referring to the proposal of the Paris
Chamber of Commerce and Industry1: “A person not party to an agreement is considered to be indirectly involved
in that agreement if, by virtue of his or her links to the parties and of his or her powers to influence their conduct,
he or she derives a benefit from it”.
Proposal 24
Present agreements that have been concluded with a subsidiary, and that concern directly or indirectly a senior
manager and/or director of the listed company, in the report to the general meeting and also in the registration
document, if any.
Proposal 25
- Have the board of directors give its reasons for authorising a regulated agreement by explaining how the
company stands to benefit from the agreement and the related financial terms and conditions. These
reasons would be recorded in the meeting minutes and bought to the attention of the statutory auditors when
they are notified of the agreement;
- Ask the statutory auditors to make comments in their special report in the event that the merits of the
agreement is not, or not sufficiently, explained, on the understanding that the auditors assess neither the
advisability nor the usefulness of entering into the agreement;
- Amend the regulatory section of the Commercial Code to make it mandatory for the board of directors to
give reasons for their decision, to transmit those reasons to the statutory auditors and to have them set them
out in the auditors’ special report.
Proposal 26
-

1

Encourage the board of directors to appoint an independent appraiser whenever entering into an agreement
may have a very significant impact on the balance sheet or results of the company and/or the group;
Refer to the board of directors’ request for an independent appraisal in the special report and make it public,
with the exception of any factors that might compromise business secrecy.

Contribution by the Paris Chamber of Commerce and Industry to the industry initiative on “enhancing the effectiveness of the
regulated agreement procedure”, September 2011.
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Proposal 27
Have the board of directors ratify any agreements not previously authorised before they are submitted to the
general meeting for approval, barring exceptional circumstances where all the directors have a conflict of interest.
Proposal 28
Have the board of directors conduct an annual review of regulated agreements having a long-lasting effect on the
company.
Proposal 29
‐ Enhance the content of the information provided in the statutory auditors’ special report so that
shareholders can better appreciate the issues involved in agreements that have been concluded. In
particular, any information that might enable shareholders to assess the merits of entering into agreements
and commitments should be provided, especially in the case of service agreements with directors.
Achieving this objective will be facilitated if the board of directors transmits a clear, precise document
explaining why the agreement is in the company’s interest (see Proposal 25);
‐ Specify the persons concerned by the agreements and state their function, including for ongoing
agreements;
‐ Clarify the presentation of the terms and conditions of regulated agreements in the report in order to
identify more easily the issues involved for the issuer and the senior executives concerned. In this respect,
the report on regulated agreements should be organised into three sections:
o agreements with shareholders;
o agreements with companies that share senior managers, specifying the equity links between those
companies (i.e. ownership percentages);
o other agreements with senior managers.
‐ Present the financial details of these agreements, making a distinction between income, expenses and
commitments and specifying the amounts involved.
Proposal 30
Subject any significant agreement, authorised and concluded after the financial year-end, to the approval of the
next meeting, on condition that the statutory auditors have been able to analyse the agreement in time for the
publication of its report.
Proposal 31
Establish a link, if any, between the consolidated financial statement note concerning related parties with the
information presented on regulated agreements.
Proposal 32
Where the company prepares a registration document, the special report should be included so that shareholders
can promptly access relevant information.
Proposal 33
Encourage submission of a separate resolution to shareholder vote whenever there is a sensitive agreement
directly or indirectly involving a senior manager or shareholder, as required by law for deferred commitments for
the benefit of senior management.
Proposal 34
Present, in the board of directors' report to the general meeting, the new agreements submitted for approval and
indicate that only these agreements are to be voted on at the meeting.
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Prefatory remark regarding the scope of proposals addressed directly to
issuers
Most of the proposals set forth here are addressed directly to issuers and their boards.
Issuers should assess the scope and application of these proposals in terms of their shareholding structure, size
and organisation.
In this regard, several of the working group's proposals are not in principle intended for small and mid-sized
issuers, although these companies may voluntarily decide to follow them or take inspiration from them in practice.
The proposals meant primarily for large issuers are:
-

I.

ongoing dialogue between shareholders and issuers: proposals 1, 2, 3 and 6;
expression of votes in general meetings: proposals 8 and 9;
general meeting committee: proposals 15 and 19;
voting on regulated agreements: proposal 21.

Ongoing dialogue between shareholders and issuers

The remit of the working group was to debate the dialogue between shareholders and issuers at general
meetings, in particular the following aspects: how companies communicate on the resolutions they propose at
general meetings and their objectives in those resolutions; the meeting agenda and how shareholders can
contribute to it; and how questions from shareholders are handled.2

A.

Devote time to preparing for the general meeting

The board has a duty to take stock of the previous year's general meeting and set the agenda for the upcoming
one. It is essential that
‐ the board devote the time needed to work closely with senior management and the issuer's legal and
finance departments on preparing the draft resolutions. Where resolutions identical to those put forward in
previous years are to be proposed again, the board should review the voting outcome.
‐ all directors attend the general meeting.
The board and its committees may accordingly need to debate the following items that may be submitted for their
opinion or review:
- the structure and presentation of the resolutions, with a view to ensuring that the resolutions and the
grounds for them are presented clearly and any consequences for the company's capital structure and
dilution of shareholder rights are mentioned in the statement of reasons;
- the conduct of the general meeting, especially the agenda, the sequence of speakers and debates, the
handling of written and oral questions during the session, the presentations to be made, and how
committee chairs might intervene if the board so decides;
- the arrangements for calling the general meeting and permitting shareholders to attend it;
- providing shareholders with answers to written questions for the general meeting received in advance;
these answers are examined and approved by the board as soon as possible before the meeting begins
and posted in a special section of the company's website, as now provided by law (Article L225-108,
indent 4 of the Commercial Code). When this is done, the issuer may waive the requirement for the
board's answer to be read out during the session, barring a special oral request from a shareholder
present at the meeting. However, the meeting chair (or the meeting committee, if called upon) should not
use this type of legal provision as a pretext for avoid debating an issue if one or more shareholders
request such debate during the session.

2

Many references are made to Directive 2007/36/EC of 11 July 2007 on the exercise of certain voting rights of shareholders of
listed companies. The directive requires several changes in shareholder rights having to do with the dialogue between the
issuer, the shareholders and proxy voting agencies. This directive was transposed into French law by Decree 2010-684 of 23
June 2010, Order 2010-1411 of 9 December 2010 and Decree 2010-1619 of 23 December 2010.
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B.

Develop ongoing dialogue between shareholders and issuers

Many issuers have already developed a constructive, ongoing dialogue with their investors – not necessarily
linked to the general meeting – although further improvement is still possible. This dialogue can reduce the
number of challenged resolutions and provide explanations to the shareholders who ask for them. For their part,
investors also need to be active participants in this dialogue.
During its discussions, the working group advanced the idea of a complementary effort to look into establishing a
code for institutional investors, along the same lines as the Stewardship Code published in July 2010 in the
United Kingdom.
Dialogue with individual shareholders – besides responses provided by the dedicated shareholder relations
departments at large issuers and "Shareholder Letters" sent out periodically – could be fostered by setting up
shareholder committees or communication committees that would meet regularly, with the board chair present.
Lastly, the issuer-shareholder dialogue should not be suspended once the legal documentation for the general
meeting has been sent out.
Proposal 1
- Establish an ongoing dialogue between shareholders and companies before draft resolutions are
published and after the general meeting as well, to help resolve possible disagreement on points of
voting policy for different categories of shareholders.
- Develop new ways of dialoguing after the notice of meeting has been published, and allow time for
discussion.
- After the general meeting, to the extent possible, meet personally with shareholders who wish to
discuss any disagreements on important points brought up at the meeting, with a view to learning
lessons for the next general meeting.
The working group also discussed introducing a ban on proxy solicitation by persons convicted of criminal
charges or disciplined by an AMF sanction in the past.3 Some members of the group saw the power to represent
shareholders and vote on their behalf as being incompatible with a judgment issued against an individual for
financial violations (offences or infringements). However implementing such a prohibition would raise numerous
questions (scope of the sanctions that would be covered, statute of limitations, etc.), so the working group did not
proposed one.

C.

Announce the date and agenda of the general meeting as early as
possible

The working group found that the dates4 of 2011 annual general meetings of CAC 40 companies and, more
broadly, SBF 120 companies, were highly concentrated. However, the working group also recognised that in
practice, companies in the same business sector already have procedures for coordinating among themselves to
avoid scheduling AGMs on the same date at the same time of day. The working group encourages this kind of
coordination.

3

In this connection, the possibility of extended this prohibition to the role of the scrutineer was also discussed.

4

The annual general meeting must take place within six months of the close of the financial year (Article L225-100 of the
Commercial Code) under penalty of law (Article L242-10 of the Commercial Code). Article R225-73 of the Commercial Code
on the notice announcing the date of the AGM says that the meeting must not be held sooner than thirty-five days after
publication of the notice and provides (by reference to Article R225-66, indent 1 of the Commercial Code) that the notice must
indicate the date, time of day and place of the meeting. The convening notice published not later than fifteen days before the
meeting (Article R225-69 of the Commercial Code) must also indicate the date(s), time of day and place of the meeting as
well as its nature (ordinary, extraordinary or special) and the meeting agenda (Article R225-66, indent 1 of the Commercial
Code).
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Proposal 2
- Extend the practice of the issuer announcing the date of the following year's general meeting (or
even the dates of the next two AGMs) at the end of the current year's meeting. The date(s) are then
published on the issuer's website in the same section as its calendar for future financial reports.
- Ensure that the issuer's updated articles of association are posted on its website so that each
shareholder has access to full information from the company.
The working group notes that a number of listed companies voluntarily publish their meeting notice 45, 60, or
even 70 or more days before the meeting date (rather than the legal minimum of 35 days).
Moreover, the working group emphasised the importance of informal dialogue well in advance between the
company and its proxy advisors. The working group also noted that, in its Recommendation 2011-06 on proxy
advisory firms, the AMF recommended allowing a comment period of at least 24 hours after the agency has sent
its draft report to the company, provided the company has sent the agency certain documents at least 35 days
before the AGM date. Inasmuch as this AMF recommendation was issued in March 2011, the working group did
not wish to revisit its content, although some members said that a 24-hour comment period seemed somewhat
short.

D.

Be more forthcoming about requirements for proposed shareholder
resolutions and agenda items

The representativeness requirements for requests to put items or resolutions on the agenda of the AGM (0.5%5 of
shares in issue for SBF 120 companies) were a subject of debate within the group. Some participants found the
threshold too high, both for agenda items and for new resolutions, but no consensus emerged from the debates.
The working group emphasises the importance of the right of shareholders to put items and proposed resolutions
on the AGM agenda, and it recommends issuers to ensure these provisions are observed and to encourage
exercise of this right in practice.

1.

Adopt a broad conception of agenda items and better coordinate
debates during the meeting

A request to put an item on the agenda is broader than one proposing a resolution, since it gives a shareholder a
means of addressing the issuer and other shareholders at the general meeting.
The working group believes that agenda items should be of general interest, not specific to any one shareholder,
and should relate to the purpose of the company or the contents of the literature provided to the general meeting.6
There can be no question of admitting an off-topic agenda item bearing no relation to the company's business
purpose (eccentric subject matter, current politics, ideological slogan, etc.) or to the documents sent to
shareholders for the meeting.
In practical terms, the working group recommends that debates on agenda items during the AGM should be
concentrated in the time slots reserved for discussions of proposed resolutions on the same subjects, to avoid
making the conduct of the session even more cumbersome.
5

Article R225-71 of the Commercial Code:
"A demand by shareholders representing at least 5% of the authorised share capital to put items or proposed resolutions on
the agenda of the general meeting shall be sent to the company's registered office by registered letter with acknowledgment
of receipt requested or by electronic telecommunication. However, where the share capital of the company is greater than
750,000 euros, the percentage of capital required to be represented for application of the preceding indent is reduced as
follows:
a) 4% on the capital up to 750,000 euros;
b) 2.50% on the capital between 750,000 and 7,500,000 euros;
c) 1% on the capital between 7,500,000 and 15,000,000 euros;
d) 0.50% on the capital in excess of 15,000,000 euros.

6

Documents (reports of the board of directors and the statutory auditors) sent to shareholders to inform their decisions.
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Proposal 3
- Foster practices that facilitate exercise of a shareholder's right to put items or proposed resolutions
on the agenda of the general meeting.
- Adopt a broad conception of agenda items that extends beyond what lies strictly within the decisionmaking powers of the general meeting. Thus, agenda items could relate to the purpose of the
company or to the content of the literature provided to the general meeting.
- Sequence the general meeting so that agenda items and proposed resolutions relating to the same
subject are debated together, not separately.

2.

Simplify and clarify the proposed resolutions and statements of reasons,
and put them in perspective

2.1

Pay attention to the wording of resolution titles, clarify the statements of reasons and
put them in perspective

In the working group's estimation, the titles of proposed resolutions are not always explicit enough for
shareholders to understand them properly.
Their significance could also be made much easier to grasp by improving the quality of writing in the statements
of reasons, which ought to take a more instructive.
On the other hand, the working group does not want to encourage the use of summaries or abstracts.7 Although
not enforceable from a strictly legal standpoint, such summaries, which can at times be overly concise and/or
incomplete, could still be invoked against the corresponding resolution.
Proposal 4
- Make the titles of resolutions proposed at general meetings more understandable and improve the
wording of the statement of reasons for each proposed resolution in order to clarify what is to be
voted on and what is at stake in the decision. In principle, the reasons should be stated identically in
the report of the board and in the “convening notice” sent to shareholders. Accordingly, these
explanations ought not to consist merely in recasting the legal terms of the resolution in plainer
language. They should present the issues and the reasons for the proposed resolution in a way that
enlightens and informs the shareholder vote.
- Post the statements of reasons included in the board’s report on the proposed resolutions on the
issuer's website at the same time that the “meeting notice” is published in the legal gazette (BALO),
not later than 35 days before the meeting. Include a link to the issuer's website in the AGM notice
published in the BALO.
- At the general meeting, present and explain the proposed resolutions before they are voted on.

2.2

Avoid multiplying the number of resolutions to delegate and authorise, and make sure
that the summary tables are clear

The working group observes that "broad-brush" resolutions authorising issuance of securities have proliferated
and their content has inflated. The need for quick reaction in the market partly explains the existence of such
sweeping resolutions.
The law8 requires the board to report on the use of such authorisations. Furthermore, in their registration
document (provided to the general meeting) issuers must have a summary table on their utilisation of financing
authorisations. The working group points out that industry associations have issued recommendations on this
topic.

7

Recall that the AMF recommendation of April 2006 on shareholder participation at general meetings encouraged the use of
such summaries. The working group proposes to take back this recommendation.

8

Articles L225-129-5 et R225-116 of the Commercial Code.
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Proposal 5
- Justify new requests for authority to issue securities within the framework of the company's
business strategy, with due regard for the confidentiality of financial offerings.
- As soon as the meeting notice is published, post on the issuer's website, along with the board's
statement of reasons for the proposed resolutions, the summary table on how previous financing
authorisations have been used, if need be with explanations to aid understanding.

2.3

Favour a more educational presentation of amendments to resolutions

The amendments to proposed resolutions that may be presented by shareholders or to the shareholders must be
limited to issues on the agenda.
Amending a proposed resolution is an exercise of the general meeting's power to modify any proposal presented
to it; this power is not limited to approving or rejecting a proposed resolution.9 No majority or percentage-of-capital
requirements have to be met to table amendments or resolutions during the general meeting.
Because the general meeting is sovereign, the right of amendment is fundamental. The working group noted the
importance of the order in which resolutions and amendments are put to vote and problems such as passing two
contradictory resolutions. To avoid such problems, amendments should be grouped with the resolutions to which
they relate, and the chair should explain clearly how voting will proceed.
The working group stressed the importance of presenting amendments in an instructive way during the session.

E).

Affirm the importance of questions asked by shareholders

1.

Limit commercial questions during the general meeting.

Issuers should be able to handle certain questions, such as those relating to commercial issues, through a
channel other than the general meeting. Thus, alongside the general meeting, issuers might have staff from the
business side on hand to answer questions of a strictly commercial nature.

2.

Improve the handling of written questions received before the general
meeting

2.1

Address the most relevant written questions at the general meeting

The working group debated the practice – now recognised in law (Article L225-108, indent 4 of the Commercial
Code) – of posting responses to written questions on the company's website ahead of the general meeting. If
used properly, this practice can improve the dialogue during the general meeting, which can then focus more
closely on essential matters. If necessary, the chair can always have the response to a much anticipated question
read out at the session, even if it has already been posted on the company's website.

2.2

Do better at communicating responses to written questions10

9

Legal doctrine recognises that the general meeting has this power to amend, which can be considered to flow from the very
broad language of the law (Articles L225-98 and L 225-105 of the Commercial Code), for example as regards the statutory
accounts or the appointment of directors and statutory auditors. The general meeting has the power to amend proposed
resolutions, certainly in part and even in toto, provided it does not stray from the agenda to do so.

10

Article L225-108 of the Commercial Code:
"… any shareholder shall be entitled to submit written questions, to which the board of directors or the management, as the
case may be, shall required to reply in the course of the meeting." Such written questions are to be sent to the company's
registered office by registered letter addressed to the chair of the board of directors or the management board, with return
receipt requested, or by electronic means to the address indicated in the convening notice, not later than four business days
preceding the date of the general meeting. French law is already in compliance with the Directive on this point. However,
Order 2010-1511 of 9 December 2010 ("the Order") makes two changes to the legal framework:
(i)
The Order states explicitly that a common answer may be provided to written questions where the substance is the
same, thereby restating a position that was previously allowed.
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The working group emphasised the difficulty of the board's job in responding to such questions exhaustively,
given the late deadline (four days before the general meeting) that the regulation sets for sending in questions
before the general meeting.
Shareholders should therefore send their written questions as far in advance as possible so that issuers can put
them on the agenda for a board meeting ahead of the meeting.
Posting responses to written questions on the Internet before the general meeting, so that shareholders can read
them before the AGM is held, and attaching the full response to the written questions to the minutes of the AGM,
are both good practices that are worth mentioning.

3.

Do more to democratise speaking time at the general meeting

Every shareholder should have the possibility of taking the floor at the general meeting. But shareholders, like the
issuer, must adopt a reasonable attitude. Before the session devoted to questions from the floor begins, the chair
should specify exactly how much time is allowed, in order to democratise the process and encourage speakers to
be concise. In keeping with best practices in this area, there should also be a time limit for responding to
questions.
Shareholders could be encouraged to read all the responses to the written questions or to make more use of that
procedure themselves, in order to free up speaking time during the general meeting.

F.

Encourage greater post-AGM transparency

1.

Develop video transmission of general meetings11

The working group wants to encourage the development of live video transmission of AGMs and eventually the
participation of shareholders attending via video feed. In time, it should be possible for shareholders to vote
remotely in real time and be counted in quorum calculations. The working group is aware, though, that the
technologies currently used for real-time remote voting do not seem far enough advanced to support a proposal
as this stage, and the working group declines to make one. Video transmission will also keep an additional
shareholder communication channel open after the general meeting.
In any event, it is the working group's view that the unity of debate at the general meeting must be assured from a
legal standpoint, even if the shareholders are physically in different halls or other venues.

2.

Ensure transparency of general meeting voting results

The working group believes that traceability12 can and must be ensured throughout the voting process13.
(ii) It adds that "a response to a written question is deemed to have been given once it appears on the company's website in
a section devoted to questions and answers".
11

If the articles of the company allow, shareholders make take part in debates and vote during the session by means of
electronic communications. Shareholders participating by such means are deemed to be present at the meeting for purposes
of calculating quorum and majority (Article L225-107 II of the Commercial Code).
Note that only the following means can be used:
videoconferencing, via the Internet or the telephone network, that enables shareholders to appear on a screen in the hall
where the meeting is being held;
secure means of telecommunication that permit identification of shareholders participating remotely at the general
meeting.
Companies whose articles of association permit shareholders to vote at general meetings by electronic telecommunications
must set up a website exclusively for this purpose. Shareholders cannot access this website until they have identified
themselves using a code provided to them in advance of the meeting (article R. 225-98 of the Commercial Code).
12
To bring French law into conformity with Article 14 of the EU Directive of 11 July 2007 on shareholder rights, Article R225106-1 of the Commercial Code (inserted by the previously mentioned Decree 2010-684 of 23 June 2010), requires companies
listed on a regulated market to post the results of shareholder votes on their website, in the section devoted to information for
shareholders pursuant to Article R210-20 of the Commercial Code, within 15 days after the general meeting. This article
specifies that listed companies must post voting results on their website with at least the following information:
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Furthermore, if they wish, shareholders should be able to receive confirmation that their votes have been
exercised, especially where the company offers an electronic voting service.14

3.

Provide the voting results, summary report and minutes of the general
meeting promptly

The working group stressed the difficulties caused by delayed publication of voting results15 in cases where votes
are contested, and it notes that the new Article R225-106-1 of the Commercial Code (Decree of 23 June 2010)
requires issuers to publish AGM voting results with 15 days.
Issuers are encouraged to make the voting results, summary report and minutes of the general meeting promptly
and systematically available to all shareholders.

3.1

Observe the 15-day time limit for releasing voting results

The results of votes by shareholders of a company listed on a regulated market must be published on the Internet
within 15 days after a general meeting.

3.2

Expand the practice of providing summary reports and shorten the time period for
releasing the minutes16

The working group supports the idea that a summary report of the general meeting should be posted on the
company's website within three months after the meeting.
The working group encourages this practice, among companies with a diluted shareholder base, in the form of
report that would include, for example, a summary of the oral questions and answers considered to be the most
important.
Written minutes of the general meeting must be drawn up after each meeting. This obligation stems indirectly
from the Commercial Code, which gives shareholders the right to obtain such a document (Article L225-117 of the
Code) and lays down requirements for drafting, signing and retaining meeting minutes (Article R225-117 of the
Code). The documents covered by this right of ongoing communication are those relating to the past three
financial years (Articles L225-117 and R225-15 of the Commercial Code), including, in the working group's
opinion, those drawn up on the occasion of the current financial year, allowing a reasonable period of time to
prepare them. The minutes of a general meeting are not intended for public release. They are to be provided to
shareholders who ask for them (Article L225-117 of the Commercial Code). Under current legislation, failure to
draw up the minutes of a general meeting is subject to criminal penalty (Article L242-15 of the Commercial Code).

- number of shareholders present or represented at the general meeting;
- number of votes held by shareholders present or represented at the general meeting;
- for each resolution, the total number of votes cast, with details of the number of shares and proportion of the share capital
that they represent; the number and percentage of votes in favour of the resolution; and the number and percentage of
votes against the resolution, including abstentions.
13

"Improving the exercise of shareholder voting rights in France", AMF, September 2005.

14

Point advocated in the AFG Code, Recommendations on corporate governance, January 2011.

15

Not later than 15 days after an ordinary AGM: posting on the company's website of the voting results (including at least the
detail called for by Article R225-106-1 of the Commercial Code, in particular: number of shareholders present or represented;
for each resolution: total number of votes cast, percentage of votes in favour, percentage of votes against, percentage of
capital on each side of the vote.

16

The first indent of Article R225-106 of the Commercial Code says that "the minutes of the deliberations of the general meeting
shall indicate the date and place of the meeting, the means by which it was convened, the agenda, the composition of the
general meeting committee, the number of shares participating in the voting, the quorum attained, the documents and reports
submitted to the general meeting, a summary of the debates, the texts of the resolutions put to vote and the results of the
votes. The minutes shall be signed by the members of the general meeting committee."
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Regarding the time limit for making the minutes available, the view of the members of the working group is that it
should be reasonable and the deadline should come shortly after the summary report is made available. A time
limit of six months was suggested. The working group also recognised that in practice long periods of time may
elapse between the date of the general meeting and the date that the minutes are made available. In this regard,
it considers that the sanctions that would apply17 if the minutes are not communicated within a reasonable time
(yet to be specified) could usefully be reviewed.
The working group concluded its discussions on this subject by indicating that it was in favour of improving the
quality of AGM minutes and by referring back to an article on this topic that appeared in the monthly bulletin of the
COB.18 In this connection, the working group is also in favour of having a guide put together by the various players
involved (issuers, investors and directors, notably) covering the major sections of a minutes document.

4.

Expand post-AGM communication by issuers

The working group noted the substantial expansion of issuers' post-AGM communication efforts in recent years
(communication via the Internet, letters to shareholders, information meetings in cities where the AGM is not held,
etc.) and encourages issuers to continue their efforts in this area.
Also noted was the fact that a large number of financial information meetings are held throughout the year,
especially in cities where the AGM is not held, and that shareholders can initiate a dialogue with the senior
managers present at these meetings.
Proposal 6
- Post a summary report on the general meeting on the company's website within three months.
- Draw up the minutes as soon as possible after release of the summary report on the meeting.
- Have a guide prepared by those involved (issuers, investors and directors in particular) using the
same subject headings as a minutes document.
- In information meetings that take place after the AGM, devote an agenda item to summarising the
discussions that took place at the meeting.

17

Current law imposes a fine as penalty for failure to draw up minutes recording the decisions of the general meeting (Article
L242-15 of the Commercial Code)

18

The article in question was published in April 1974 in the monthly bulletin of the COB under the title, "Le compte rendu de
l’assemblée générale".
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II.

Voting at general meetings

A.

Enable shareholders to cast a true “abstention vote”

1.

Highlight the merits of casting a true abstention vote

1.1

Drawbacks of treating abstention as an “against vote”
1)

Abstention is treated by the law as an “against” vote

The Commercial Code provides that shareholders’ decisions are taken by majority vote of those shareholders
present or represented.19
The basis for the calculation is the sum total of votes of shareholders who are present at the general meeting, or
have voted by mail or have delivered a proxy document.
In positive law, abstentions are thus automatically treated as “against” votes. This is expressly stated in Article
L225-107 of the Commercial Code20, with specific reference to postal voting.
Approval of resolutions consequently requires the full backing of a majority of the shareholders, since the votes in
favour have to exceed not just the votes against but also the abstentions.
2)

This treatment has certain drawbacks

The current system tips the balance towards the opposition, since it increases the number of “for” votes in favour
needed to attain the majority for passing the resolution.
It forces the shareholder to make a “binary” choice: for or against. Thus, a shareholder with no opinion, or no
desire to express one, can only approve the resolution or reject it.
In practice, the only way for shareholders to abstain is not to participate in the general meeting, so that their votes
will not be included in the denominator when the majority is calculated.
The clarity of a system that treats abstaining in the same way voting against has been criticised, especially by US
and UK investors, who do not understand it.

1.2

Instituting a true abstention vote would give shareholders a more graduated choice.
1) Instituting a true vote of abstention is technically feasible

This would mean that only the number of votes cast for or against would be included in the denominator. Thus,
abstentions would be counted as such but would not the influence the calculation of the majority, which would be
obtained by dividing the number of “for” votes by the sum of “for” and “against” votes. In the current system, the
denominator includes the votes for, the votes against and also abstentions.
2) It would give shareholders a more graduated choice

19

Article L225-96 of the Commercial Code:
“It [the extraordinary general meeting] rules on a majority of two thirds of the votes held by the shareholders present or
represented.”
and Article L225-98 of the Commercial Code:
“It [the ordinary general meeting] rules on a majority of the votes held by the shareholders present or represented.”

20

Article L225-107 of the Commercial Code:
“Forms not indicating any vote or expressing an abstention shall be considered negative votes.”
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Abstention would thus be a “third way” for shareholders to express an opinion by voting.
It would not be without significance or impact, because it could be correctly interpreted as a warning signal to
management and the board.21 For this reason, instituting a true abstention vote would be unlikely to relieve
shareholders of their responsibility. On the contrary, it would enable them to express their position on a given
subject in a new form.
As a simple illustration, a shareholder who is opposed on principle to combining the functions of board chair and
CEO but who does not wish to vote against renewing the incumbent CEO’s seat on the board – for example,
because his management of the company has not been called into question – could now choose to abstain. In
this particular case, abstention would be a signal in favour of renewing the CEO’s term of office (the shareholder
is not opposing re-election to the board) but also a sign of opposition to the dual roles (the shareholder is not
voting in favour of renewing the term of office). Here, abstention becomes a new way of dialoguing with the
company.
Although this reform could make resolutions easier to pass by mathematically lowering the threshold for a
majority, it would not reverse the current situation. Rather, it would tend to rebalance it, by not putting a premium
on “for” votes.

2.

Support recognition of a true abstention vote in EU law

2.1

Constraints set by the EU directive of 13 December 1976

Under Article 40.1 of the Second Council Directive of 13 December 1976,22 “The laws of the Member States shall
provide that the decisions referred to in Articles 29 (4) and (5) [elimination of pre-emptive subscription rights], 30,
31 [capital reductions], 35 and 38 [redemption of capital] must be taken at least by a majority of not less than twothirds of the votes attaching to the securities or the subscribed capital represented.”
According to the working group’ analysis, current French legislation is in compliance with Article 40.1. French law
even extends the rule of calculating the denominator on the basis of shares represented, prescribed by the
directive only for certain cases, to all decisions taken by the general meeting.
As explained previously, the suggested reform amounts to determining a majority on the basis of a smaller
denominator than under the current system. Thus, for the decisions set forth in Article 40.1, the suggested reform
would seem not to be in line with the working group’s interpretation of the EU directives that specify a minimum
majority based on the number of shares represented.

21

Report of the AMF on improving the exercise of shareholder voting rights in France:
“Recommendation 16: To increase voting, abstentions should be counted separately from “yes” and “no” votes. This will
require major legal and technical changes.”

22

Directive on coordination of safeguards which, for the protection of the interests of members and others, are required by
Member States of companies within the meaning of the second paragraph of Article 58 of the Treaty, in respect of the
formation of public limited liability companies and the maintenance and alteration of their capital, with a view to making such
safeguards equivalent.
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2.2

Compliance with the European company statute

It should be pointed out, however, that this reform would be consistent with the method of calculating the majority,
established as a principle in Articles 5723 and 5824 of Regulation (EC) 2157/2001 of 8 October 2001 on the Statute
for a European company. These two articles provide that the majority is calculated only on the number of votes
validly cast, which includes neither abstentions nor blank or spoilt ballots.25

2.3

Reflections prompted by the suggested change

When the EU rule – or its interpretation – evolves to the point that a change in the French system can be initiated,
the following measures will have to be considered.
-

Since the rules for calculating the majority are laid down in the Commercial Code, changing them will
require new legislation and/or amendment of existing law, possibly supplemented by regulatory
provisions.26

At the technical level, reforming the way abstentions are taken into account will require:
-

-

redesigning the mail-in voting form to clarify the intent of the vote cast – abstention would then be
equivalent to a “neutral” vote, unlike a proxy form with no name in the box, which will result in a Yes or No
vote depending on the position taken by the board – and altering the associated data processing system;
and
ensuring that abstentions are logged properly and systematically in any type of electronic voting system
that might be used at a general meeting.

Proposal 7
- Institute a true vote of abstention in French law through new legislation.
- Redesign the mail-in voting form to clarify the intent of each vote, in particular to distinguish it from
powers granted without specifying the name of the proxy.

23

“Save where this Regulation or, failing that, the law applicable to public limited-liability companies in the Member State
in which an SE's registered office is situated requires a larger majority, the general meeting's decisions shall be taken by a
majority of the votes validly cast.”.

24

“The votes cast shall not include votes attaching to shares in respect of which the shareholder has not taken part in
the vote or has abstained or has returned a blank or spoilt ballot paper.”

25

Note also that positive company law already establishes calculation of the majority on the number of votes expressed
for the category of workers' co-operatives.
Article L225-265 of the Commercial Code:
“The general meeting of the workers' co-operative shall take valid decisions only if, at the first time of asking, two thirds of the
members of the co-operative are present or represented at the meeting. The memorandum and articles of association shall
fix the requisite quorum for a meeting held at the second time of asking. If the memorandum and articles of association
contain no such provisions, the quorum shall not be less than half the members of the co-operative, present or represented.
The general meeting shall take decisions on a simple majority of votes cast. Where a secret ballot is held, blank votes shall
not be included in the count.
Nevertheless, for amendments to the memorandum and articles of association and other decisions listed thereby, the quorum
shall not be less than half the members of the co-operative. Furthermore, the same decisions shall be taken on a two-thirds
majority of votes cast. Where a secret ballot is held, blank votes shall not be included in the count.”

26

During the discussions, a member of the working group said that a true abstention vote could not be introduced in French law
without also raising the majority required for adoption of resolutions in ordinary and/or extraordinary general meetings. This
member also expressed the opinion that powers granted without specifying a proxy, which in practice are exercised by the
chair, should be eliminated. The working group did not take up these suggestions.
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B.

Facilitate voting by non-resident shareholders

1.

Bear in mind the importance of voting by non-resident shareholders at
general meetings of listed companies

A study by the Banque de France in its Bulletin for second quarter 201127 reveals that as of 31 December 2010,
42.4% of the market capitalisation of the 37 French companies in the CAC 40 was held by non-residents. This
amounts to a net holding of €395.5 billion on a total market capitalisation of €933.2 for these companies.
Geographically, the majority of non-resident holders are based in Europe and North America.
Given the magnitude of non-resident shareholding at CAC 40 companies, issuers should pay particular attention
to this segment of their shareholder base.
Proposal 8
Take measures that give importance to non-resident institutional investors:
- When communicating with investors, issuers should pay particular attention to non-resident
shareholders (if any), notably by providing English translations of the main general meeting
documents (agenda, draft resolutions, statements of reasons, management report).
- Large issuers with an international shareholder base should systematically put a suitable person in
charge of relations with non-resident investors in order to answer questions relating to the general
meeting. The name and contact details of this person should be provided in the issuer’s financial
disclosures.

2.

Improve the effectiveness of voting by non-resident shareholders

2.1

Reforms already implemented

The working group recognised the difficulty of adapting the processes generally used for non-resident shareholder
voting to France’s particular requirements, since these processes are linked closely to characteristics of
international markets (especially the US market) and have been developed by foreign investors and their service
providers. This said, the working group wishes to underscore the efforts that French market participants have
already made to facilitate voting by non-resident shareholders.
Since 2001, the French market has sought to make it easier for shareholders, including non-resident investors, to
vote their shares. New laws and regulations to this end include the following:
-

-

-

27

Act 2001-420 on 15 May 2001 on new economic regulations (indent II of Article L225-107 of the
Commercial Code), introducing pre-meeting electronic voting.
Decree 2002-803 of 3 May 2002, which provides for shareholders to use an “electronic signature process”.
This is often interpreted as requiring a certified electronic signature within the meaning of the Civil Code
(Article 1316-4), even though certification greatly narrows the practical scope of this measure.
Decree 2002-803 of 3 May 2002 implementing the third part of Act 2001-420, which allows shareholders to
be convened via the Internet provided they are contacted in writing. This contact requirement has
effectively restricted this option to shareholders listed by name on the company’s share register.
Act 2005-842 of 26 July 2005 on confidence and modernisation of the economy, which reduced quorum
requirements.
Decree 2006-1566 of 11 December 2006 amending Decree 67-236 of 23 March 1967 on commercial
companies, which allows an issuer to set up a special website for pre-meeting electronic voting, if the
company’s articles of association so authorise, and simplifies the electronic signature process.

Banque de France, Bulletin 184 – “Non-resident shareholding of CAC 40 French companies at year-end 2010.”
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-

The same December 2006 decree also introduces a record-date rule to replace the existing share-blocking
mechanism, which providers of proxy voting services deemed too close to the general meeting date but
which ensured that the person voting was indeed a shareholder.

In addition, France’s transposition of the EU directive on the rights of shareholders of listed companies,
authorised by Act 2010-1249 of 22 October 2010 (Banking and Financial Regulation Act) and implemented by
Order 2010-1511 of 9 December 2010 and various decrees in 2010, has permitted:
- designating proxies by electronic means,
- allowing proxy designations to be revocable,
- allowing any person, including a non-shareholder, to be named as proxy,
- establishing the notion of “active solicitation” of proxy powers and a framework of rules for it (Article L225106-2 of the Commercial Code).

2.2

Provide information about the main features of a complex process

The difficulty of gathering votes from non-resident shareholders is attributable to the technical complexity of a
system that has to cover the long chain of service providers used by non-resident institutional investors and their
custodians. The system’s overall complexity is not always fully appreciated by the shareholders themselves.
The longer the chain of service providers, the greater the operational risks of mishaps. From this standpoint,
investors who hold a relatively stable equity stake in an issuer and who want to make sure their votes are always
counted would do well to favour certain methods of holding their shares. Some are better suited to this purpose
than others.28 Non-residents shareholders who have their shares of French issuers held by a custody accountkeeper established in France (of French or foreign nationality) reduce the chain of service providers to its simplest
form.
Shares can be held in custody directly by the issuing company in registered form, as book entries in its share
register, or by an intermediary custodian in bearer form. An in-between option in France is to have the shares
registered with the issuer but administered by an intermediary (i.e. held in “administered” registered form). In all
these cases, a sale order can be executed extremely quickly. An investor who holds shares in registered rather
than bearer form can be certain of receiving relevant information from the issuer both before and after the general
meeting, ensuring that the investor’s vote is taken into account.
Proposal 9
- Ensure that non-resident shareholders are better informed about the key stages of the voting
procedure by providing them with clear, comprehensive documentation put together by issuers and
other participants in the French securities holding system.
- Make non-resident investors more aware of the relevance of the different methods of holding
specific shares under French law. In particular, let them know that, if they want to be sure of
receiving relevant information before and after a general meeting and of having their votes counted,
they can be registered directly on the issuer’s books.

2.2.1

Bear in mind the key role of voting intermediaries

Voting by non-resident shareholders, especially US investors, is increasingly inseparable from the role of the
service providers that handle the logistics of voting or the analysis of the draft resolutions, or both.

28

The Commercial Code explicitly provides that “the transferable securities issued by joint-stock companies take the form of
bearer securities or registered securities, with the exception of companies in respect of which the law or the articles of
association impose the registered form only for some or all of the capital”. (Article L228-1, indent 3 of the Commercial Code).
Where the securities are in registered form, a distinction must be made according to whether they are held in a securities
account maintained directly by the issuer, in which case the securities are said to be in “pure” registered form, or held in a
mirror account maintained by a custody account-keeper, in which case they are said to be in “administered” registered form
(Articles R211-2 et seq. of the Monetary and Financial Code and Article 521-1 of the AMF General Regulation). Where the
securities are in bearer form, they are held in a securities account maintained by an authorised financial intermediary.
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In this regard, it should be remembered the infrastructure systems used to route voting information across
national borders must first send the available information to investors and then send investors’ instructions back
to the issuer. As a rule, these systems do not set up specific voting processes on a market-by-market basis.
Besides providing logistic services, proxy advisors analyse resolutions proposed at shareholder meetings and
issue voting recommendations to their investor clients. Accordingly, issuers must not only establish solid relations
with their investors but also ensure that these proxy advisors have properly understood the reasons for the
resolutions.
The swiftness of the communication process is vital if investors and their intermediaries are to analyse the
documentation and decide how to vote, company by company and resolution by resolution. In the case of France,
foreign service providers are critical of what they see as unduly tight time constraints in the process.
Bear in mind here that the process is constrained by the following requirements:
-

-

-

Publication in the BALO of the “meeting notice” – equivalent to the “convocation” within the meaning of the
11 July 2007 EU directive, and therefore requiring all the information specified that directive – must occur
not later than 35 days before the general meeting.
The “convening notice” (in its French meaning, that is, the confirmation of the convocation initiated before
the 35-day deadline) is to be published in the BALO or other newspaper of record for legal notices not later
than 15 days before the general meeting. This second notice includes any items or draft resolutions that
entitled shareholders have moved to put on the agenda. This system, actually quite favourable to
shareholders, is often misunderstood by foreign intermediaries.
The right to participate in the general meeting is evidenced by the record of shares held either in registered
form, i.e. in a securities account in the name of the shareholder or the shareholder’s nominee on the
issuer’s books, or in bearer form, i.e. in a securities account maintained by a financial intermediary, at 0:00
hours CET on the third business day preceding the general meeting.

In practice, CAC 40 companies publish their “meeting notice” (i.e. convocation in the EU sense) 50 days before
the general meeting, or even 65 or 75 days before – well ahead of the regulatory deadline. This somewhat makes
up for the tight deadlines in the voting process that foreign intermediaries complain of. Except when
circumstances make it impossible, this should be the standard procedure for French companies with a substantial
non-resident shareholder base. On the question of how the information is presented and published, please refer
to Proposals 4 and 5.

2.2.2

Identify the principal stages in the circuit

The non-resident shareholder voting process is complex for all the parties involved, especially during the stage
when the voting forms are returned. Until very recently, these were still supposed to be signed by hand by the
shareholder or the shareholder’s nominee.
2.2.2.1 Facilitate the process of sending out information on the general meeting
In practice, as soon as the issuer’s AGM information is made public, specialised custodians working on behalf of
institutional investors, especially non-resident investors, summarise the main features of the general meeting and
the substance of each resolution. They generally send this summary information by SWIFT message to every
institutional client with a position in the stock in question. On a dedicated website, they put all the detailed
documentation that the global custodians will then need to forward to the investors and proxy voting agencies.
Coordination between global custodians and proxy voting agencies is essential. The custodians distribute
information, but the agencies analyse all the information needed to determine what the position of each of their
clients should be on each of the resolutions. Each of the protagonists sets its own procedures and time limits for
the process.
Proxy voting agencies can, if they agree, dialogue with the issuer as soon as the meeting is announced, before
deciding on their position. This is especially desirable because an analysis of recent general meetings shows that
the time elapsing between the meeting notice (notice of convocation in the EU sense) and the convening notice
remains highly stable, at 35 and 15 days before the AGM date respectively. The working group is in favour of
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having proxy voting agencies provide their analyses of draft resolutions to issuers as soon as possible after the
meeting notice – indeed, of having as much dialogue as possible before the general meeting, including informal
discussion before the meeting notice. The working group reminds issuers of the AMF’s recommendation on this
subject, published 18 March 2011. 29
The global custodian, depending on its contractual relation with its investor clients, then determines which of its
clients should be informed about the forthcoming general meeting. If it is the investor’s policy to vote, the global
custodian waits for a signed voting form to be returned after the proxy voting agency has made its voting
recommendations to the client.
2.2.2.2 Ensure end-to-end electronic transmission of voting forms
The global custodian relies on a network of local custodians operating directly in national markets. A global
custodian that has registered as the clients’ intermediary can group its clients’ votes and send them to the issuing
company or the French financial intermediary at which its account is held. The voting forms, accompanied by the
custodians’ attestations of entitlement to vote, are routed either to the issuing company or to the centralising bank.
French issuers sometimes engage proxy solicitors to ensure that foreign shareholders have been informed of the
general meeting and responded to the meeting notice. In some cases, it may be hard to trace votes that have
apparently been returned, especially for the following reasons:
-

There is a time delay between when an investor accepts the firm’s proposal and when that firm actually
has the voting forms in hand.
An investor will often have positions in the same stock at several funds which do not all have accounts at
the same custodian.

Furthermore, it must be recognised that there is a distortion in France regarding anonymity. Voting non-residents
enjoy de facto anonymity through the registered intermediary system, whereas voting residents are required to
reveal their identity.
In some other countries, Italy being one, this asymmetry does not exist. The investors and the various service
providers in the voting chain are similar to those operating in France, but all shareholder voting is by name of the
registered holder, and the platforms transmit all the information.
The technical resources for handling this type of information does exist in France: as it is, registered
intermediaries send their French custodian a global mail-in voting form compiled by them on the basis of positions
and voter identities retrieved and processed by the platform or the proxy, except where Objecting Beneficial
Owners (OBOs) have declined to be identified. In other words, the information is largely there, but it is not
systematically transmitted; only if the issuer voluntarily initiates a legal procedure to indentify its true non-resident
shareholders is it required to be transmitted.

29

AMF Recommendation 2011-06 of 18 March 2011 on proxy advisory agencies.
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Proposal 10
Without prejudice to other countries’ laws, align the information on non-resident investors with that
required for resident shareholders. To this end, ensure that the global mail-in voting forms sent via
registered intermediaries include a file giving details of the identity and votes cast of the shareholders
concerned.
To send the voting forms, most global custodians use voting platforms that are in general highly automated.
French voting forms used to require special handling by the proxy voting agencies when signatures on paper
ballots had to be processed manually. With the deployment in France of an electronic platform for voting bearer
shares (Votaccess) and simplification of the disclosure formalities, especially for electronic shareholder
identification,30 notable progress has been made in facilitating voting by residents and non-residents. The
objective is to enable votes to be recorded electronically in a secure virtual “ballot box” while ensuring that the
votes correspond to positions entitled to vote. Authorisation to digitise paper voting forms will also facilitate
transmission to the centraliser.
Global custodians and proxy voting agencies sometimes delay sending in votes because under the rules in
France, unlike some other markets, once investors have made an initial choice as to how to participate in the vote
at a general meeting, they cannot then choose another way unless the issuer’s articles state otherwise.
Given the complexity of the procedure for non-resident shareholder voting and the numerous intermediaries
involved in various roles along the chain, operational errors can arise from many different sources that are hard to
identify precisely. Errors can occur at any of the following links, although the list is not exhaustive:
- the shareholder,
- the shareholder’s immediate custodian, which may have failed to comply with the orders received from the
shareholder,
- the proxy voting agency, which may have neglected or mishandled the shareholder’s instructions at its
level,
- the global custodian / intermediary of record, which may (for example) have failed to sign or forward the
voting instructions to the intermediary in France,
- the intermediary in France, which may (for example) have received the voting instructions too late or which
does not have custody of the shares in question.
The working group notes that the errors encountered are often operational and typically result from manual
handling. It should be noted, though, that errors can also be generated by differences in the legal systems under
which the numerous intermediaries in the chain operate.
Proposal 11
- Put in place one or more electronic voting platforms that can provide prompt, reliable handling of
data flows between issuers and shareholders. Enable non-resident shareholders to benefit from this
system by encouraging all participants in the voting chain, including foreign intermediaries and
especially proxy voting agents, to take the steps needed to connect to these platforms as quickly as
possible.
- Once the electronic voting system makes it possible for non-resident shareholders to vote via proxy
voting agencies, encourage non-resident investors and their service providers to vote electronically.

30

cf. Decree 2011-1473 of 9 November 2011.
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2.2.2.3 Confirm to shareholders that their votes have been cast and counted.
The working group noted that, in studies conducted among non-resident investors, their main concern when
voting at a French general meeting was not necessarily with the voting procedure itself, which is generally
considered efficient, but with the absence of feedback to confirm that their votes have been duly cast. Nonresident shareholders may feel disgruntled if they fail to receive acknowledgment that their voting instructions
have been received and executed. In this regard, a point mentioned above bears repeating: shareholders for
whom this is a concern would benefit by holding their shares in registered form on the issuer’s books or in bearer
form with a custody account-keeper established in France.
Proposal 12
Provide any person or nominee registered directly on the issuer’s books, upon prior request from the
persons concerned, with a document confirming that their votes have been properly taken into account.
Proposal 13
Study the feasibility of a system that would enable non-resident final investors to be informed that their
voting rights have been duly exercised where the voting is done electronically.

2.3

Anticipate forthcoming regulatory changes

Article 7.3 of the directive on shareholder rights (Directive 2007/36/EC of the European Parliament and the
Council of 11 July 2007) provides that the record date for shareholder voting cannot be more than 30 days before
the general meeting and must be set at least 8 days after the last date for convocation of the general meeting.
The rule currently in effect in France is laid down by Article R225-8531 of the Commercial Code, which specifies
that the record date is 0:00 hours CET on the third day before the issuing company’s general meeting.
This time period had been chosen for consistency with the deadline for settlement of trades of financial
instruments under Article 570-232 of the AMF General Regulation, which is also the date that determines when
ownership of securities has been transferred by a trade. This rule ensures that all persons entitled to vote at the
general meeting are necessarily the owners of the securities that confer the right to vote.
Indent II of Article L211-17-1 of the Monetary and Financial Code, resulting from the Banking and Financial
Regulation Act of 22 October 2010, provides that this time period will shrink from three days to two. This provision
will take effect “on the date that an equivalent harmonisation provision at EU level comes into force”. This change
is therefore set to come about when the draft EC regulation “on improving securities settlement in the European
Union and on central securities depositories (CSDs)”, which reduces the settlement period from three days to two,
is adopted and comes into force.33
31

Article R225-85 I of the Commercial Code:
“I. Any shareholder of a company whose shares are admitted to trading on a regulated market or to performing transactions
of a central depositary is entitled to participate in a general meeting of the shareholders of such company provided that the
shares he holds in that company are registered in that shareholder's name, or in the name of the registered intermediary on
the shareholder's behalf, as set out in L228-1, seventh indent, of the Commercial Code, not later than three business days
before the date of the shareholders' meeting at 00:00 hours Paris time, either with the company or the company's share
registrar for shares registered in the name of the shareholder, or with a registered intermediary mentioned in Article L211-3 of
the Monetary and Financial Code.”

32

Article 570-2 of the AMF General Regulation:
“In a trade of financial instruments mentioned in point II (Order of 30 July 2009) of Article L211 of the Monetary and Financial
Code, on a market mentioned in Title I or Title II of Book V, the transfer of ownership mentioned in Article L211-17 (Order of
20 August 2010) of the Monetary and Financial Code results from the entry of the transaction in the account of the buyer.
This account entry takes place on the effective trade settlement date specified in the operating rules of the payment and
settlement system, when the account of the buyer's custody account-keeper, or the account of the agent of this custody
account-keeper, is credited on the books of the central depository. Barring the exceptions provided for in Articles 570-3 to
570-8 and 322-65 (Order of 5 August 2008) of the Code, the date on which the trade is effectively settled and simultaneously
the account entry is made at the central depository comes at the end of a period of three trading days following the order
execution date. The same date applies when the financial instruments of the buyer and the seller are recorded on the books
of the same custody account-keeper.”

33

Article 5. Settlement periods: “Any participant to a securities settlement system buying or selling, on its behalf or on behalf of
a third party, transferable securities which are admitted to trading on regulated markets or traded on MTFs or OTFs shall
settle its obligation no later than on the second business day after trading takes place.”
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Keeping the record date aligned with the settlement period and the transfer of ownership in a trade is likely to
generate operational problems when the settlement period is shortened. In view of these problems, an industrywide study group should set to work quickly to examine whether these two notions ought to be treated separately.
Adopting separate procedures could mean accepting the principle that persons who are not shareowners on the
date of the general meeting would nevertheless be allowed to vote.

III.

The general meeting committee: constitution, duties
and practices

A.

Clarify the requirements regarding the constitution,
composition and operation of the general meeting committee

1.

Establish the principle that a general meeting committee must be
constituted

The law does not expressly state that companies are required to constitute a committee (bureau) at a general
meeting.
It does, however, refer to this committee in Articles L228-60-1,34 242-1535 and L245-1336 of the Commercial Code.
The law requires that decisions taken at each general meeting shall be recorded in minutes that must be "signed
by the members of the committee which are entered in a special register kept at the registered office.” The
minutes must also list the members of the general meeting committee. Failure to meet these requirements is
subject to criminal penalties (Articles L242-15 and L245-13 of the Commercial Code).
The regulatory part of the Code includes several additional indications.
First, the meeting committee may attach the proxy forms and mail-in voting forms to the attendance sheet.37

34

Article L228-60-1 of the Commercial Code:
"An attendance sheet is kept for each meeting.
The decisions taken at each meeting are recorded in minutes signed by the members of the committee which are entered in a
special register kept at the registered office.
The elements that must be included in the attendance sheet and the minutes are determined in a Conseil d'Etat decree."
35

Article L242-15 of the Commercial Code:
"The fact of the chairman or the directors of a public limited company committing the following offences shall incur a fine of
3,750 euros: […] 3. Failure to record the decisions of any meeting of shareholders in minutes signed by the members of the
committee which indicate the date and place of the meeting, the means by which it was convened, the agenda, the composition
of the general meeting committee, the number of shares participating in the voting, the quorum attained, the documents and
reports submitted to the general meeting, a summary of the debates, the texts of the resolutions put to vote and the results of
the voting."
36

Article L245-13 of the Commercial Code:
"The fact, on the part of the chairman of the general meeting of bondholders, of failing to record the decisions of any general
meeting of bondholders in minutes which indicate the date and venue of the meeting, the means used to convene it, the
agenda, the composition of the committee, the number of bondholders participating in the voting and the quorum achieved, the
documents and reports submitted to the meeting, a summary of the proceedings, the text of the resolutions put to the vote and
the results of the voting shall incur a fine of 4,500 euros."
37

Article R225-95 of the Commercial Code:
"[…] The general meeting committee may attach to the attendance sheet the proxy or mail-in voting form bearing the last name,
first name and home address of each shareholder voting by proxy or by mail, the number of shares held and the number of
votes attached to those shares. In such case, the committee shall indicate the number of proxy or mail-in voting forms attached
as well as the number of shares and voting rights corresponding to the attached forms. The proxy and mail-in voting forms shall
be communicated at the same time and on the same conditions as the attendance sheet.
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Article R225-10138 of the Commercial Code prescribes the composition of the general meeting committee: a
secretary and two scrutineers in addition to the chairperson. The committee members must sign the minutes of
the general meeting, which lists the members of the meeting committee.39
Lastly, if a general meeting is unable to deliberate for want of the required quorum, the Code provides that the
meeting committee shall nevertheless draw up minutes of this meeting.40
Despite the presence of these provisions, nowhere does the law explicitly establish the principle that a general
meeting committee must exist.

2.

Clarify the issue of who chairs the meeting committee

In practice, the chair of the committee is also the chair of the general meeting, who is either the chair of the board
of directors or the supervisory board, as noted by Article R225-100 of the Commercial Code.41 In the chair's
absence, the person designated by the articles of association presides as chair of the general meeting. Failing
this, the general meeting itself elects a chairperson.
Although the universal practice is for the chair of the general meeting to chair the meeting committee, there is no
specific legal requirement.

3.

Affirm the principle that committee decisions are taken by majority vote

Under the regulatory part of the Code, the general meeting committee is composed of three voting members: a
chairperson and two scrutineers. In practice, decisions are taken by majority,42 but nowhere does the law
prescribe this as the rule.
Proposal 14
- Insert the principle, in either the legislative or regulatory part of the Commercial Code, that a general
meeting committee must be formed and in place at the general meeting.
- In the regulatory part of the Commercial Code, specify that this committee is chaired by the same
person who presides as chair of the general meeting and that the committee’s decisions are taken
by a majority of its members.

The attendance sheet, duly initialled by the shareholders present and the proxies of those not present, shall be certified as
accurate by the general meeting committee."
38

Article R225-101 of the Commercial Code:
"The two members of the general meeting having the greatest number of votes at their disposal shall be the scrutineers of the
meeting, if they accept to serve in this capacity.
The general meeting committee shall appoint the secretary, who may be chosen from outside the body of shareholders, barring
provision in the company's articles of association to the contrary."
39

Article R225-106 of the Commercial Code:
"The minutes of the deliberations of the general meeting shall indicate the date and place of the meeting, the means by which
it was convened, the agenda, the composition of the general meeting committee, the number of shares participating in the
voting, the quorum attained, the documents and reports submitted to the general meeting, a summary of the debates, the
texts of the resolutions put to vote and the results of the voting. The minutes shall be signed by the members of the general
meeting committee (…)".

40

Article R225-107 of the Commercial Code:
"If, for want of the requisite forum, a general meeting cannot validly deliberate, this shall be recorded in minutes by the
meeting committee for this meeting."

41

Article R225-100 of the Commercial Code:
"General meetings of shareholders shall be chaired by the chair of the board of directors or the supervisory board, as
applicable, or in the absence of this person, by the person designated in the articles of association. Failing this, the general
meeting itself shall elect a chairperson. In the case of a general meeting called by the statutory auditors, a court-appointed
administrator or the liquidators, the meeting is chaired by the person or one of the persons who called it."

42

In the scenario where the meeting committee consists of the chairperson and only one shareholder, it would be desirable to
provide that in the event of a split vote, the vote of the chair prevails.
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4.

Bear in mind the collegial nature of the committee

The two members of the committee other than the chair, who serve as scrutineers, are the two shareholders
present in the hall controlling the greatest number of votes (personally or as proxy) at that moment, provided they
agree to serve.
In practice, if the shareholders present with the greatest number of votes at their disposal decline to serve as
scrutineers, this office is then proposed to the shareholders present who come next in order of the number of
votes they can cast, and so on until two agree to serve.
Although several members of the working group underscored the importance of the collegial nature of the meeting
committee, others highlighted a practical consideration: a rule that the committee must necessarily be composed
of three members could be difficult to enforce, especially for small and mid-capitalisation issuers.

5.

Prepare the formation of the committee in advance

The working group recommends that, to the extent it is physically feasible to do so, companies should identify in
advance the persons likely to be named as scrutineers – that is, not only the two shareholders with the greatest
number of votes to cast, but also the other shareholders with significant numbers of votes who would be asked to
serve if the either or both of the top two decline – so that they can familiarise themselves with the role they will
play and the difficulties the committee may encounter during the general meeting.
Proposal 15
- Put in place a general meeting committee composed of a chairperson and two scrutineers, unless
circumstances duly explained in the meeting minutes make this impossible.
- To the extent possible, identify in advance the persons likely to be named as scrutineers, so that
they can familiarise themselves with the role they will play and the difficulties the committee may
encounter during the general meeting.

6.

Prevent conflicts of interest on the committee

The general meeting committee exists in part to sort out difficulties that arise during the course of the general
meeting and, acting as a group, to take any needed decision within its powers.
In the working group's view, however, a member of the meeting committee should not to be able to take part in
any decision in which the member himself or herself would be affected and would thus have a conflict of interest.
This would be the case in a decision that would suspend the member's voting rights or one regarding new
proposed resolutions (on regulated agreements, appointments or dismissals) concerning the member.
In such circumstances, the member concerned should temporarily withdraw from the committee and, if necessary,
be replaced by an alternate – chosen from among the other shareholders present – for the purposes of this
decision.
Proposal 16
- Prohibit a member of the general meeting committee from taking part in any decision within the
committee's powers that would affect that member, such as a decision on suspending voting rights,
amending a resolution or proposing a new resolution (regulated agreements, appointments,
dismissals, etc.). Designate an alternate who would take the place of the committee member
prevented from participating in such circumstances.
- Write this prohibition and this provision for designating alternates into the legislative or regulatory
part of the Commercial Code.
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B.

Specify the duties and powers of the committee

1.

Highlight the role of the centraliser in carrying out tasks assigned to the
committee

The members of the general meeting committee are requirement by law to sign the meeting minutes.43
Moreover, Article R225-95 of the Commercial Code provides that the meeting committee certifies the accuracy of
the attendance sheet, duly initialled by the shareholders present and by the proxies of those not present.
At the general meetings of a large number of issuers, however, an outside institution acting as "centraliser" is
brought in to count shareholder votes and compile the attendance sheet.
In view of the nature of the centraliser's role in the process, the working group recommends that those attending
the general meeting be reminded of it. In addition, the attendance sheet should clearly state that the scrutineers
have signed and certified it on the basis of information gathered by the centraliser.
Proposal 17
Remind the general meeting of the role of the "centraliser". On the attendance sheet, mention that the
scrutineers have signed this document on the basis of information provided by the centraliser under the
terms of its contract with the issuer.

2.

Enshrine the committee’s policing powers

Legislative and regulatory provisions detailing the powers of the general meeting committee are, if not absent
altogether, certainly sparse.
However, a degree of consensus seems to have formed on the view that the committee is in charge of “policing"
the meeting, even though no law expressly says so.
As part of this policing power, the general meeting committee:
-

ensures orderly debate. Accordingly, it may have to ensure orderly management of answers to
shareholders’ questions (in particular by distributing floor time);
if necessary, decides whether to suspend the session, that is, halt deliberations of the general meeting
momentarily;
sees to it that the applicable rules on exercise of shareholders' voting rights – primarily, the rules
prescribed by law on denial of voting rights – are enforced.

In the working group's view, this policing power, as defined above, should be recognised by enshrining it in
regulations.
Regarding the rules on exercise of voting rights more specifically, the working group believes that, in the light of
recent court rulings, the general meeting committee cannot take upon itself to suspend a shareholder's right to
vote, except in obvious cases where only a purely physical finding of fact is required, without further factual or
legal assessment on its part. Thus, assuming for example that a change in a major shareholding has not been
notified pursuant to Article L233-744 of the Commercial Code, the general meeting committee will have to apply
43

Article L228-60-1 of the Commercial Code.

44

Article L233-7 of the Commercial Code:
"I. - When the shares of a company having its registered office in France are admitted to trading on a regulated market or a
financial instruments market which permits trading in shares which may be entered in the books of an authorised intermediary
as provided for in Article L211-4 of the Monetary and Financial Code, any natural person or legal entity, acting alone or jointly,
who comes into possession of a number of shares representing more than one twentieth, one tenth, three twentieths, one
fifth, one quarter, one third, one half, two thirds, eighteen twentieths or nineteen twentieths of the capital or voting rights shall
inform the company of the total number of shares or voting rights it holds within a time limit determined in a Conseil d'Etat
decree commencing on the day on which the equity participation threshold was exceeded."
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the suspension of voting rights prescribed by Article L233-1445 of the same Code on the basis of objective factual
information in its possession.
On the other hand, the meeting committee is not empowered to deem that an action in concert exists where none
has been declared or where the presumed concert parties would contest its existence.
Proposal 18
Enshrine the policing power of the general meeting committee in the regulatory section of the
Commercial Code. Specify that this committee:
- ensures orderly debate. Accordingly, it may have to ensure orderly management of answers to
shareholders’ questions (in particular by distributing floor time);
- if necessary, decides whether to suspend the session, that is, to halt deliberations of the general
meeting momentarily;
- enforces the applicable rules on denial of voting rights based on evidence presented.
To facilitate the exercise of this power to suspend voting rights and head off situations during the general meeting
that could result in litigation, the working group recommends that companies prepare for them in advance by
identifying any situations or facts that could entail suspension of voting rights. This presupposes that, for example,
the company has accurate information on the shareholder base at the record date, has made a list of known
cases of changes in major holdings not reported to the company, and also has a detailed statement of all changes
that were reported to the company during the year, with mention of any delay in notification.
Proposal 19
In advance of the general meeting, take action to identify and verify situations and information that could
entail legal suspension of voting rights, so that this information can be transmitted to the committee on
the day of the meeting.

3.

Encourage the development and use of best practice guides for
committee members

For the working group, guides to best practices are a good way to ensure that general meeting committees
operate on the basis of consistent, widely shared rules. Ideally, best practice guides are developed as a joint
effort with the various participants in general meetings (issuers, shareholders, centraliser institutions, etc.), and
they provide committee members with tools for handling issues and reliable, practical solutions to difficulties that
may arise during a general meeting.
For this reason, the working group recommends that best practice guides be prepared and distributed to
members of general meeting committees. As an example, the working group cites the Vade Mecum prepared by
AFEP in liaison with ANSA, first issued in November 2005 and updated in March 201146.

45

Article L233-14 of the Commercial Code:
A shareholder who has not made the declaration referred to in VII of Article L233-7 is stripped of the voting rights attached to
the securities exceeding the fraction of one tenth or one fifth referred to in that same paragraph for any shareholders' meeting
held within two years of the date of effective notification."

46

Vade-Mecum for members of general meeting committees prepared by AFEP in liaison with ANSA, March 2011.
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IV. Voting on regulated agreements

47

A.

Clarify the notion and scope of regulated agreements

1.

Clarify the meaning of “agreements on current operations entered into
concluded under normal terms and conditions”

The regime governing so-called regulated agreements was introduced into French law to prevent conflict-ofinterest situations that directors and/or significant shareholders48 may face if they enter into an agreement with the
company. The regime consists of a complex authorisation and oversight procedure49 aimed at discouraging
corrupt practices by the parties concerned. These agreements are authorised by the board of directors and
approved by the general meeting of shareholders, after a special report from the company’s statutory auditors has
been read out.
Although convergence at European level is desirable, the procedures to be put in place must take account of
country-specific governance measures.50
To capture the greatest possible number of conflict-of-interest situations, French law lays down broad-brush
provisions that determine the scope of this procedure, which in practice is determined by the criteria stemming
from Articles L. 225-38 and L. 225-39 of the Commercial Code51, in particular the notion of “agreements on current
operations entered into under normal terms and conditions” (Article L. 225-39), which draws a distinction between
“regular” agreements and those subject to the authorisation procedure (Article L. 225-38).
Combining these criteria results in a multiplicity of regulated agreements, even though no potential conflict-ofinterest situation exists.
The European Corporate Governance Forum has recommended applying “materiality” criteria when scrutinising
agreements and transactions that might have a significant impact on a company’s assets. However, owing to the
diversity of situations to be dealt with, it would be difficult to determine what materiality criteria to select. Whatever
the outcome, if the idea of introducing materiality criteria were adopted, the Commercial Code would have to be
amended accordingly.

47

These proposals apply to the commitments referred to in Articles L.225-102-1 and L.233-5-1, which come under the
procedure referred to in Articles L.225-38 et seq. of Commercial Code, where appropriate.

48

The scope of regulated agreements is stipulated in Article L. 225-38 of the Commercial Code:
“Any agreement entered into, either directly or through an intermediary, between the company and its general manager, one of
its assistant general managers, one of its directors, one of its shareholders holding a fraction of the voting rights greater than
10% or, in the case of a corporate shareholder, the company which controls it within the meaning of Article L. 233-3, must be
subject to the prior consent of the board of directors. The same applies to agreements in which a person referred to in the
previous paragraph has an indirect interest. Agreements entered into between the company and another firm are also subject to
prior consent if the company's general manager, one of its assistant general managers or one of its directors is the owner, an
indefinitely liable partner, a manager, a director or a member of that firm's supervisory board or, more generally, is in any way
involved in its management.”

49

Concerning the procedure, Article L. 225-40 of the Commercial Code provides: “The interested party must inform the board
immediately upon becoming aware of an agreement to which Article L. 225-38 applies. They may not participate in the vote on
the requested prior approval of the Board. The chairman of the board of directors shall advise the auditors of all agreements
authorised and shall submit them to the general meeting for approval. The auditors shall present a special report on the
agreements to the meeting, which shall rule on this report. The interested party may not participate in the vote and their shares
shall not be taken into account for the calculation of the quorum and the majority”.

50

See Annex 2: extract form the Green Paper on corporate governance concerning relations with related parties and the
answers in the feedback statement published in November 2011.

51

Article L. 225-39 Commercial Code:
“The provisions of Article 225-38 are not applicable to agreements relating to current operations entered into under normal
terms and conditions.”
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Proposal 20
Update the 1990 study by Compagnie Nationale des Commissaires aux Comptes (CNCC) on intra-group
agreements. Senior managers use this document, among other things, to determine what is covered by
the notion of “agreements on current operations entered into under normal terms and conditions”. The
CNCC could initiate an update in collaboration with the Haut Conseil du Commissariat aux Comptes (H3C)
and the AMF, working in liaison with organisations representing issuers and shareholders. The new guide
could cover agreements concluded both within and outside a corporate group.
Proposal 21
Have companies establish an internal charter to define an agreement and submit it to the regulated
agreement procedure. The charter would set forth the criteria adopted by the company, which would
adapt the CNCC guide to its own situation, in agreement with its statutory auditors.

2.

Exclude intra-group agreements in the strict sense of the term
(agreements between a parent and its wholly owned subsidiaries) from
the scope of regulated agreements

Agreements between an issuer and its wholly owned subsidiary:
-

make up the bulk of the agreements presented in the special report (subject to the regulated agreement
procedure simply because the two entities share a director);
come into the scope of regulated agreements only if there are senior managers in common (otherwise,
they are exempt from the authorisation procedure);
do not present real conflicts of interest.

The group questioned the relevance of continuing to classify agreements between wholly-owned or 99.9% owned
subsidiaries (statutory requirements on a specific number of partners have to be taken into account) as regulated
agreements.
Proposal 22
Amend the law so that agreements between a listed company and its 100%-owned (or equivalent)
subsidiaries throughout the financial year are excluded from the regulated agreement regime .

3.

Define what is meant by an “indirectly involved person”

At present the regulated agreements regime covers only those agreements concerning a person who has an
interest directly, indirectly or through an intermediary:
The notion of an “indirectly involved” person, referred to in the second paragraph of Article L. 225-38 of the
Commercial Code, is not defined precisely in law.
Proposal 23
Define, in the CNCC guide, what is meant by “indirectly involved person”, referring to the proposal of the
Paris Chamber of Commerce and Industry52: “A person not party to an agreement is considered to be
indirectly involved in that agreement if, by virtue of his or her links to the parties and of his or her powers
to influence their conduct, he or she derives a benefit from it”.

4.

Give information about agreements between a senior manager and a
subsidiary of the issuer

Regarding agreements entered into between a senior manager and/or director of a company, on the one hand,
and a subsidiary, on the other hand, the working group noted the analysis of the AMF. The French regulator
52

Contribution by the Paris Chamber of Commerce and Industry to the industry initiative on “enhancing the effectiveness of the
regulated agreement procedure”, September 2011.
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considers that, in certain cases, the factual circumstances are such that these agreements are likely to be subject
to the authorisation of the board of the parent company and to the vote of its shareholders, on the grounds that
they might be straw party agreements. This is the case in particular when the senior manager of the parent who
has entered into an agreement with a subsidiary is actually paid for services to the parent.
In the other cases, the group proposes that these agreements should be brought to the attention of the parent
company’s shareholders but should not be subject to the procedure involving board authorisation and a
shareholder vote.

Proposal 24
Present agreements that have been concluded with a subsidiary, and that concern directly or indirectly a
senior manager and/or director of the listed company, in the report to the general meeting and also in the
registration document, if any.

B.

Underscore the role of the board of directors in spelling out
the merits of agreements53

Under Article L. 225-38 of the Commercial Code, the board is required to consent to regulated agreements. This
provides it with an opportunity to assess the merits of entering into such agreements. The working group expressed
regret that the factors behind the board’s decision to authorise a regulated agreement are not presented to the
statutory auditors and shareholders.
Proposal 25
- Have the board of directors give its reasons for authorising a regulated agreement by explaining
how the company stands to benefit from the agreement and the related financial terms and
conditions. These reasons would be recorded in the meeting minutes and bought to the attention of
the statutory auditors when they are notified of the agreement;
- Ask the statutory auditors to make comments in their special report in the event that the merits of
the agreement is not, or not sufficiently, explained, on the understanding that the auditors assess
neither the advisability nor the usefulness of entering into the agreement;
- Amend the regulatory section of the Commercial Code to make it mandatory for the board of
directors to give reasons for their decision, to transmit those reasons to the statutory auditors and
to have them set them out in the auditors’ special report.
The board may decide to call in an independent appraiser if it believes that the terms and conditions of the
agreement will have a very significant impact on the company. In this case, the board will inform the shareholders
of the decision.
Proposal 26
- Encourage the board of directors to appoint an independent appraiser whenever entering into an
agreement may have a very significant impact on the balance sheet or results of the company and/or
the group;
- Refer to the board of directors’ request for an independent appraisal in the special report and make it
public, with the exception of any factors that might compromise business secrecy.
Since the board of directors has to consent to agreements before they are implemented, it must organise its
meetings in good time. Moreover, the board of directors has to authorise all regulated agreements. Failing this, the
fact that the agreements are in breach of the authorisation requirement must be mentioned in the statutory auditors’
report, but the situation can still be remedied by the general meeting. Barring exceptional circumstances where all
the directors have a conflict of interest, such a situation seems unsatisfactory since the board, whether deliberately
or not, is shirking its responsibility as regards the conclusion of the agreement.
53

Where reference is made to approval by the board of directors, it should be noted that in companies with a dual governance
structure (i.e. executive board / supervisory board), it is the supervisory board that gives the approval. Accordingly, the
working group’s proposal applies mutatis mutandis to the supervisory board.
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Proposal 27
Have the board of directors ratify any agreements not previously authorised before they are submitted to
the general meeting for approval, barring exceptional circumstances where all the directors have a conflict
of interest.
Concerning authorised agreements that remain in effect for several years, it may be useful to conduct an annual
review of the conditions in which such agreements were entered into.
Proposal 28
Have the board of directors conduct an annual review of regulated agreements having a long-lasting
effect on the company.

C.

Improve disclosure of information to the general meeting

1.

Improve the information disclosed by the statutory auditors in their
special report

1.1

Promote a clear, detailed presentation by the statutory auditors of the terms
and conditions of regulated agreements and their import for the company

Pursuant to the regulatory section of the Commercial Code, the main characteristics of agreements must be
presented in the special report. Further, any information that could help shareholders assess the merits of new
agreements must also be provided. Specifically, Point 6° of Article R. 225-31 of the Commercial Code states that
the special report of the statutory auditors must contain in particular “the essential modalities of these agreements
and commitments […] and, where such is the case, any other indications that allow shareholders to assess the
interest of entering into the agreements and commitments being analysed”.
The group considered that there was no need to amend the wording of the article but that issuers and statutory
auditors ought to give closer consideration to its meaning and scope so that shareholders are able to assess all the
interests at stake. Care should also be taken to ensure that the disclosure requirements set out in Articles R-225-31
and R-225-58 of the Commercial Code are properly implemented.
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Proposal 29
‐ Enhance the content of the information provided in the statutory auditors’ special report so that
shareholders can better appreciate the issues involved in agreements that have been concluded.
In particular, any information that might enable shareholders to assess the merits of entering into
agreements and commitments should be provided, especially in the case of service agreements
with directors. Achieving this objective will be facilitated if the board of directors transmits a clear,
precise document explaining why the agreement is in the company’s interest (see Proposal 25);
‐ Specify the persons concerned by the agreements and state their function, including for ongoing
agreements;
‐ Clarify the presentation of the terms and conditions of regulated agreements in the report in order
to identify more easily the issues involved for the issuer and the senior executives concerned. In
this respect, the report on regulated agreements should be organised into three sections:
o agreements with shareholders;
o agreements with companies that share senior managers, specifying the equity links
between those companies (i.e. ownership percentages);
o other agreements with senior managers.
‐ Present the financial details of these agreements, making a distinction between income, expenses
and commitments and specifying the amounts involved.

1.2

Encourage disclosure in the special report of regulated agreements concluded after
the financial year-end

In principle, an ordinary general meeting approves only those agreements authorised during the financial year for
which the accounts have been submitted for approval (i.e. for a standard accounting period, all agreements entered
into and authorised before 31 December).
The group looked into the situation of new, material agreements authorised and concluded after the year-end but
before the annual general meeting (generally between January and May or June). It concluded that these
agreements should be submitted for approval to the next meeting rather than the meeting to be held the following
year (in other words 14, 15 or even 18 months after they have been concluded).
Proposal 30
Subject any significant agreement, authorised and concluded after the financial year-end, to the approval
of the next meeting, on condition that the statutory auditors have been able to analyse the agreement in
time for the publication of its report.

2.

Improve disclosures by the company

2.1

Clarify the link between regulated agreements and relations with related parties

At present, no link is established between the information concerning regulated agreements and the information
presented in the consolidated financial statement notes concerning relations with related parties (IAS 24), even
though some agreements are presented on both counts.
It should be noted, however, that the scope of the requirements are not exactly the same. For example, the
purpose of IAS 24 is to present all significant relations with related parties at the level of the group, whereas
regulated agreements present the agreements entered into by the company.

Proposal 31
Establish a link, if any, between the consolidated financial statement note concerning related parties with
the information presented on regulated agreements.
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2.2

Make the special report easier to access

In most cases, listed companies post the special report prepared for the shareholder general meeting on their
websites. In future, web-posting of the report should be systematic. Note that under Article R. 225-83 of the
Commercial Code, the special report must be made available to shareholders, and it must now be made public on
the issuer’s website at least 21 days before the ordinary general meeting (new article R. 225-73-1, Commercial
Code).
Proposal 32
Where the company prepares a registration document, the special report should be included so that
shareholders can promptly access relevant information.

D.

Bear in mind the arrangements and procedures for voting at
general meetings

1.

Emphasise that resolutions concerning regulated agreements can be
presented separately

Voting on regulated agreements generally consists of a single “block vote” on the resolution covering regulated
agreements. It should be remembered that there is no legal requirement to present resolutions separately, unless
they concern senior executive compensation.
In some cases it may be preferable to separate resolutions, thereby improving disclosure (each separate
resolution contains its own statement of reasons) and avoiding a general abstention from voting by the persons
concerned by the agreements covered by the single resolution (as required under Article L. 225-40 of the
Commercial Code). Separate voting is therefore an option to promote in some cases. It should not be taken up
systematically, however, because this would needlessly weigh down the meeting agenda in other cases.
Furthermore, shareholders are entitled to ask, in particular before the meeting is held, for a separate vote on one
or other of the agreements.
Proposal 33
Encourage submission of a separate resolution to shareholder vote whenever there is a sensitive
agreement directly or indirectly involving a senior manager or shareholder, as required by law for
deferred commitments for the benefit of senior management.

2.

Bear in mind that the meeting’s approval covers new agreements only

Although the second section of the special report mentions pre-existing agreements still in effect, for information
purposes, only new agreements have to be approved. And yet voting is based on the full statutory auditors’ report.
There is thus a disconnect, underscored by the special report.
Proposal 34
Present, in the board of directors' report to the general meeting, the new agreements submitted for
approval and indicate that only these agreements are to be voted on at the meeting.
_____________________________
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ANNEX 2

EUROPEAN COMMISSION GREEN PAPER ON CORPORATE
GOVERNANCE IN THE E.U.

The European Commission published on 5 April 2011 a Green Paper on corporate governance in the European
Union. The paper stated in particular: “Controlling shareholders and/or boards can extract benefits from a
company to the detriment of minority shareholders’ interests in many ways. The main way is through ‘related
party’ transactions.
“Current EU rules already cover some aspects of related party transactions, basically accounting and disclosure.
Companies are required to include in their annual accounts a note on transactions entered into with related
parties, stating the amount and the nature of the transaction and other necessary information.
However, some investors with whom discussions were held during the preparation of this Green Paper argue that
the rules are insufficient. They believe that disclosure of related party transactions is not enough in all situations
and is not always timely.
“It has been suggested that, above a certain threshold, the board should appoint an independent expert to provide
an impartial opinion on the terms and conditions of related party transactions to the minority shareholders.
“Significant related party transactions would need approval by the general meeting. The publicity associated with
general meetings might dissuade controlling shareholders from some transactions and give minority shareholders
the chance to oppose the resolution approving the transaction. Some propose that controlling shareholders
should be precluded from voting”.
The feedback statement from consultation contained this answer:
“QUESTION 22
Do you think that minority shareholders need more protection against related party transactions? If so, what
measures could be taken?
The slight majority of respondents that provided an answer to this question, in particular companies, business
federations, the banking and financial services sector, share the view that sufficient safeguards are already in
place and that, accordingly, there is no need for regulatory intervention. In their view, the focus, if any, should be
on clarifying and simplifying existing rules on related party transactions. Furthermore, respondents suggest first to
assess the impact of new regulation before taking new measures into consideration. Some respondents stress
that the general meeting is not the right place to discuss transaction agreements.
The slight minority of respondents in favour of more protection consider that more and better information on
related party transaction is necessary. They also share the view that related party transactions above certain
thresholds (at least) should be subject to ex ante board or shareholder approval with interested parties being
excluded from voting. Many respondents think that common principles should be introduced at EU level on the
basis of the ECGF Statement5. Some respondents insist on the need of an independent opinion on the
transaction or wish to see the auditors' role extended and strengthened. Others, in particular retail investors,
suggest the introduction of an EU procedure when shareholders are squeezed-out.”
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