
 

 
 

 
 
 
 

30 January 2015 
 
To the attention of the Deputy Permanent Representatives of the Member States 
 
Proxy Advisors and the Revision of the Shareholder Rights Directive 
 
 
Dear Ambassadors, 
 
The signatory organisations, AFEP (the French Association of Large Companies), IV (the Federation of 
Austrian Industries) and the US Chamber of Commerce call upon the Council of the European Union 
for immediate action on proxy advisors. 
 
Today, public company investors are inundated with a broad array of shareholder resolutions, and 
often retain the services of proxy advisors. The signatories acknowledge the usefulness of this service 
when properly performed. 
 
Companies on both sides of the Atlantic are, however, faced with the same issues regarding proxy 
advisors: lack of transparency regarding the formulation of their policies and recommendations, 
analytical and reporting errors, the absence or inadequate dialogue with issuers to prevent errors, use 
of outdated or misinterpreted corporate data, uniform and inflexible voting policies which they apply 
without regard to whether the policies, if followed, would actually enhance shareholder value, and 
without adequately checking whether their policies are appropriate to the actual situation of the 
company in question or even applicable to the local legal context of the country in which the company 
is operating, conflicts of interests in particular with regards to issuers to which they sell various services 
such as governance rating, concentration of the market.  
 
As a first step, a code of conduct has been elaborated by the proxy advisory industry at the request of 
ESMA. However, the code’s content is too weak, and proxy advisors are not even obliged to follow or 
make reference to this code. 
 
At the same time, the fact that proxy advisory firms claim they are not liable for any errors in their 
recommendations and are not subject to any economic consequences for their voting 
recommendations, underscores the need for careful reconsideration of how these firms operate. 
 
Therefore, our organisations urge the Council of the European Union to integrate in the revised 
Shareholder Rights Directive specific provisions to ensure that proxy advisors perform their activities 
responsibly, professionally and, most importantly, in a manner intended to enhance shareholder value. 
The current text of article 3i, as discussed at the Company Law Working Party, goes in the right 
direction, but should be further improved by including or reinforcing the following features: 
 

 Mandatory reference to a code of conduct and comply or explain: proxy advisors shall refer 
to a code of conduct. When they depart from their code, they shall disclose that they have 
departed from the code and explain the reason(s) that they have done so (implementation of 
the ‘comply or explain’ principle). 
 



 

 
 

 
 

 Obligation to engage in dialogue with issuers: proxy advisors should be required to initiate a 
dialogue with issuers—both before formulating their recommendations, and once a position 
has been taken—in order to avoid misunderstandings or factual errors, reliance upon stale 
information, and to avoid recommendations that do not improve the economic status of 
company shareholders, and they should do so in a manner that maximizes the ability of issuers 
to provide feedback prior to the general meeting. Even where proxy advisory firms do not 
make changes in their recommendations, the written positions and explanations provided by 
issuers should be sent along with the voting recommendations to the proxy advisor’s clients. 
The rationale for the recommendation of the proxy advisory firm should be explained in light 
of those countervailing arguments. 
 

 Mandatory disclosure of the voting policy and obligation to tailor it to the economic interests 
of shareholders, the specific circumstances of the company to which the recommendation 
relates, and the requirements of each country in which shareholders and the subject 
company are located: the voting policy should be transparent, available in due time, free of 
charge, formulated in a clear and concise manner, designed solely to advance the economic 
interests of shareholders, and tailored to the legislation and regulation of each country. To 
avoid misleading descriptions or errors, the policy should contain the methodology and the 
definitions of concepts being used, and all other relevant information, including the source(s) 
of information on which their recommendations are based.  
 

 Right skills and resources: the persons in charge of the analysis of the draft resolutions should 
have the right skills and competences to perform their duty. Proxy advisors should also develop 
and disclose an appropriate methodology to ensure that they devote appropriate resources to 
each assignment. 

 

 Mandatory disclosure of specific (as well as generic) conflicts of interests and 
implementation of a strong policy to prevent them: conflict of interests should be disclosed 
by proxy advisors both to their clients and to issuers. They should also implement policies and 
organisational structures that mitigate conflicts: Chinese walls should separate their proxy 
voting services from advisory or consulting services. 
 

 
Yours sincerely, 
 

 

 
 
  

 

François Soulmagnon 
Director General, AFEP 

Christoph Neumayer 
Director-General, IV 

Tom Quaadman 
Vice President, U.S. Chamber 
Center for Capital Markets 
Competitiveness 

 


