
• Aim: to encourage long-term 
shareholder engagement and 
transparency of the relationship 
between traded companies 
and investors

• Came into force on 09 June 
2017 and member states have 
until 10 June 2019 to transpose 
into law

• EU member states will set 
effective, proportionate and 
dissuasive rules on measures 
and penalties

GENERAL SCOPE

SRD II relates to the general meetings of equity issuer shareholders, 
and shareholder rights attached to voting shares. The companies 
covered by this legislation are those that have both of the following: 

1. Their registered office in an EU member state; and
2. Their shares are traded on a regulated market situated or 

operating within a member state.

Where a company is registered in one member state and trades in 
another member state, the law of the member state in which the 
company is registered is applicable.

The most important topics covered by SRD II are identifying 
shareholders, the obligations on proxy advisers, and shareholders 
having a say on pay. Much of this legislation brings member states in 
line with current UK legislation.

SRD II states that it operates in relation to general meetings, so it is 
RD:IR’s belief that the legislation applies to the period running up to 
general meetings only, in line with current Dutch legislation, despite 
this time frame not being defined.

SHAREHOLDER IDENTIFICATION

Member states shall ensure that companies have the right to 
identify their shareholders.

Depending on the member state in which the issuer is registered or 
trading, there will be a shareholding threshold, above which an issuer 
can request identification. The threshold shall not exceed 0.5% of 
voting rights.

The information that must be provided by shareholders upon request 
without delay is:

• Name & contact details;
• If applicable, the shareholder’s registration number or unique 

identifier;
• The number of shares held;
• If requested, the classes of shares held and the date from 

which they have been held.

The EU’s amendment to the 
Shareholder Rights Directive I 
(SRD I), aptly named SRD II, will be 
transposed into law in Q2 2019. 
Yet, despite this legislative change 
to improve corporate governance 
among issuers, the lack of dialogue 
coming from the governments 
of the EU is disconcerting. We 
support this amendment with its 
stated aim of encouraging long-
term shareholder engagement 
and market transparency.

SRD II amends SRD I as applicable 
and seeks to improve and augment 
shareholder rights regarding 
general meetings. This paper 
focuses on two primary aspects: 
shareholder identification and the 
proxy process.
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SHAREHOLDER RIGHTS & THE PROXY PROCESS

SRD II is stringent on the role of intermediaries, making sure they 
facilitate the exercise of shareholder rights and they transmit 
information to shareholders when required. This is essentially to 
enable a more transparent engagement process between issuers and 
their shareholders.

Intermediaries must almost always act without delay in regard to 
passing information onto shareholders, to make certain that the chain 
between issuer and shareholder is working efficiently and not limiting 
a shareholder’s abilities to engage. Likewise, intermediaries must 
also send information related to the exercise of share rights from the 
shareholder to the company without delay.

When a general meeting is announced, intermediaries must arrange 
for shareholder rights to be exercised at the meeting and, if required, 
send the notice of participation to the issuer to enable the shareholder 
to exercise their rights.

When votes are cast electronically, an electronic confirmation of receipt 
must be given to the shareholder by the company. If an intermediary 
is involved, they must pass on the receipt without delay. Following 
this, the shareholder will be given the right to obtain confirmation that 
their vote has been counted and recorded by the company.

With regard to proxy advisers, they must disclose the code of conduct 
they apply. The rule to comply or explain then applies, where an 
adviser must report the code’s application or explain any departures 
from it. By extension, if no code of conduct is applied then this must 
be explained.

Proxy advisers are additionally required to disclose annually aspects 
of their research and advice, including the methodologies they apply, 
their main sources of information, their quality controls, their level of 
engagement with issuers, and how they manage conflicts of interest.
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REMUNERATION

Issuers will be required to establish 
a remuneration policy for directors 
that shareholders can vote on at 
the general meeting. The contents 
of the policy are strictly guided 
by SRD II and the policy must 
be submitted and voted upon 
every four years, unless there is 
a material change that requires a 
vote at the next general meeting.

Dates and results of votes for 
remuneration policies must be 
published without delay on 
the issuer’s website and made 
available for as long as the policy 
is applicable.

SRD II also legislates for 
the  directors’ remuneration 
report. This must be clear and 
understandable, and provide 
a comprehensive overview of 
remuneration. As with the policy, 
the report must be put to a vote, 
however this vote need only be 
advisory.

Following adoption of the report, 
it must be made available on the 
issuer’s website for ten years. In 
addition, the statutory auditor 
must check the report to ensure 
compliance with the law.

Liability falls on the directors to 
make sure the report and policies 
are drawn up and published.
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