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Expert Corporate Governance Service (ECGS) is a partnership created in 2001. 

ECGS helps institutional investors with global asset portfolios to understand the regulatory diversity in 
Europe by providing corporate governance research and proxy voting advice based on local market 
expertise. Governance structures and shareholder rights vary widely in different European or non-
European markets depending on legal framework and cultural traditions. Pursuing a consistent proxy 
voting or corporate governance engagement policy across markets therefore can be challenging for 
global investors. 

ECGS's mission is to provide fully independent corporate governance research to institutional 
investors and to improve governance standards amongst companies in Europe and the rest of the 
world. ECGS provides harmonised research and advice that reflects local frameworks. All research is 
undertaken by experts with in-depth knowledge of the local norms and conditions. 

ECGS recognises that a 'one size fits all' approach is inappropriate but that institutional investors 
support common international standards. Our voting advice assesses companies against accepted 
international standards of best practice such as OECD, ICGN and EU recommendations. The ECGS 
partnership model is unique in balancing local best practice with international standards based on an 
assessment by the local market expert in light of our ECGS Governance Principles for listed 
companies. 

 

www.ecgs.com 

 

 

 

 









http://ecgs.com/documents/ECGS%20response%20to%20the%20Stewardship%20code%202013.pdf
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circumstances in which performance measures may be adjusted, including the process and 
timing of disclosure of these actions. However, performance measures should never be 
adjusted after the performance period has past. Companies should seek shareholder 
approval regarding key amendments to executive incentive arrangements, including changes 
to performance targets in exceptional circumstances. 

The remuneration policy should provide significant flexibility for the Company to recover any 
incentive remuneration in circumstances where it is later determined to have been unearned 
or not justified. These polices should extend beyond the basic protections in law, as may be 
applicable, and should include circumstances beyond intentional misconduct. There should 
be an annual assessment of the reasonableness of realised pay to avoid unintended 
outcomes which can be mitigated by discretionary powers of the Board. For example, in the 
instance of windfall profits resulting from exceptional market circumstances due to oil prices 
or interest rates, bonus levels should be adjusted. 

As a general rule, the total on-target variable remuneration (at fair value on the grant date) 
should not exceed 200% of the base salary when objectives have been fully achieved. In 
cases of over-achievement of objectives, the maximum variable remuneration should not 
exceed 300% of the base salary. At least 50% of the variable remuneration should be linked 
to long term performance conditions.  

 

However, these limits are not uniformly applied across all jurisdictions and accordingly may 
vary based on market conditions and circumstances unique to a particular Company. ECGS 
may accept higher limits in specific cases where inter alia base salary is significantly below 
peers, overly challenging performance targets are set, compensation is predominantly linked 
to long term performance, and criteria are assessed against peers.  

ECGS could mitigate its voting recommendation when significant improvements have been 
made compared with the previous year and/or when the vote is binding.  
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associate or partner or other affiliate of the statutory auditing firm. ECGS requires companies 
to thoughtfully choose an alternate auditor capable of carrying out the audit in a transparent 
manner free of any conflicts. The appointment of an associate or partner or other affiliate of 
the statutory auditing firm is not in line with the legal obligation to avoid any possible conflict 
of interest.  
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14. MISCELLANEOUS 

14.1. Political donations 

ECGS does not favour the use of shareholder funds to support political organisations. However, 
exceptions can be made after careful consideration of donation limits proposed by companies 
and how they will be used during the year under review.  

For the UK, the authorised aggregate amount of political donations should not exceed £100,000. 

14.2. Luxury or non-tax-deductible expenses 

In countries where shareholders are provided with the opportunity to vote on luxury or non-tax-
deductible items, these expenses should be properly disclosed and justified particularly if they 
are deemed to be material. 
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Note: In the event where a discharge of liability is not put to a shareholder vote and potential 
misconduct or concerns to such an effect are detected on behalf of the Board and/or its 
members, ECGS may oppose the adoption of the annual report and/or consolidated financial 
statements or the election of Board members. 

1.4. Related-party transactions 

VOTE FOR the proposal. ECGS will OPPOSE the proposal if one or more of the following 

conditions apply: 

a. The annual report and/or other proxy materials do not provide sufficient and relevant 
information about related-party transactions. 

b. Proposed related-party transactions are not compatible with the interests of all 
shareholders. 

Note: In the event where related-party transactions are not put to a shareholder vote and 
concerns regarding said transactions arise, ECGS may oppose the adoption of a discharge 
of liability, the annual report and/or consolidated financial statements, or the election of 
Board members implicated in and/or benefiting from said transactions.  
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2. BOARD OF DIRECTORS 

2.1. Election of Directors (executive or non-executive) 

VOTE FOR the proposal. ECGS will OPPOSE the proposal if one or more of the following 

conditions apply: 

a. A nominee with an incomplete profile which includes insufficient information regarding 
inter alia career description, personal details, external positions, shares held, and/or 
independence evaluations by the Board. 

b. Mandates for non-independent directors exceeding four years provided that they are in 
jurisdictions where the prevailing corporate governance code or market practice limits 
director mandates to four years.  

c. An excessive number of significant positions held in which one of the following is 
observed: 

i. The cumulative number of significant non-executive positions held by a nominee 
exceeds the lesser of five and the maximum number of such positions accepted 
by local best practices.  

ii. In the case where a candidate is nominated for an executive position, the number 
of significant external non-executive positions held exceeds the lesser of one and 
the maximum number of such positions accepted by local best practices. (Note: 
here ECGS will only vote against external non-executive positions in excess of the 
aforementioned limits). 

Note: When assessing the impact of cumulative mandates on workload, ECGS will pay 
particular attention to audit committee work commitments. Moreover, any Chairmanship in 
listed companies will always be counted as an equivalent of two Board memberships.  
 
Significant external positions include executive or non-executive positions at listed 
companies or large national and/or international organisations. This rule will not apply to 
managers of investment companies or trusts and does not include positions at subsidiaries 
or not-for profit entities. 
 
d. A nominee has missed 25% or more of all meetings (of the Board and/or committees) 

without adequate justification.  

e. A nominee holds more than one seat (and their respective votes) on a single Board, 
typically one seat as a physical person plus an additional seat as a representative of a 
legal entity. (Note: if positions are put to a vote during the same general meeting, ECGS 
will vote for the former and against the latter). 

f. A nominee has a major conflict of interest that is incompatible with Board membership. 

France: ECGS will OPPOSE the election or re-election of nominees who perform consulting 
services for the Company. The related-party agreement establishing such a consulting 
arrangement will also be opposed.  
 
g. A nominee with a record tainted by documented controversial behaviour including but not 

limited to actions harmful to shareholder interests.  

h. A nominee has been convicted of criminal charges that would compromise his/her 
integrity and professional reliability. (Note: nominees under investigation for misconduct 
or indicted for criminal charges will be assessed on a case-by-case basis).  

i. A nominee for a non-independent non-executive position to a Board lacking 
independence.  
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2.8. Grouped elections of Board members 

VOTE FOR the proposal. ECGS will OPPOSE the proposal if one or more of the following 

conditions apply: 

a. There are no legal requirements in the jurisdiction in question for a slate election of Board 
members.  

b. In case of a mandatory slate election in which one of the following conditions is observed: 

i. Elections where only one slate with insufficient independence is running. In this case, 
ECGS will oppose the election of the entire slate. 

ii. Elections where multiple slates are running. Rather than oppose the election of all 
slates, ECGS will strive to vote for the slate that would improve independence if 
applicable. 

c. Elections where multiple slates are running none of which improve an existing 
unsatisfactory Board composition. (note: here ECGS will oppose the election of all slates)  

d. The re-election of one or several directors does not respect ECGS guidelines and the 
approval of the entire slate is contrary to the interests of the Company and its 
shareholders. (note: here ECGS will oppose the election of the entire slate) 

Note: Slate elections apply in Italy, Finland and Sweden. 
 
Finland and Sweden: Despite their widespread use, slate elections are not a legal 
requirement in these jurisdictions. Nevertheless, ECGS may choose to vote FOR slates in 
these jurisdictions while urging local authorities to adopt individual Board elections. 
 
Italy: ECGS may OPPOSE the election or re-election of the entire slate if the identity of the 
Chairman and the holders of other key positions are not disclosed even when the slate is 
deemed independent. 

2.9. Director dismissal 

VOTE FOR a Board or shareholder proposal if one of the following conditions applies: 

a. A director has been convicted of criminal charges that would compromise his/her integrity 
and professional reliability.  

Note: Directors under investigation for misconduct or indicted for criminal charges will be 
assessed on a case-by-case basis.  
 
b. The justification given by the Company concerning the director dismissal is considered 

appropriate in light of ECGS corporate governance principles. 
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3. EXTERNAL AUDITORS 

3.1. Election or re-election of auditors 

VOTE FOR the proposal. ECGS will OPPOSE the proposal if one or more of the following 

conditions apply: 

a. The independence of the external auditor is compromised by recent significant links 
(within the past five years) to directors, major shareholders, senior managers provided 
that ECGS cannot oppose the re-election of said director at the meeting instead.  

Note: An external auditor with significant links to a Company is defined as someone who was 
directly involved with said Company or was a senior partner of the regional office or industry 
division in which the Company operates and is currently serving as director (If said director is 
up for re-election, ECGS would instead oppose his/her election). 
 

b. The audit firm (group) has been in office for more than ten years or twenty years if an 
audit tender has taken place after this initial engagement period.  

Note: The EU Regulation on specific requirements regarding statutory audit of public-interest 
entities (537/2014/EU) calls for the implementation of a ten-year audit firm rotation for all 
Public Interest Entities (PIEs). Following this first mandate, member states have the option to 
extend the mandate further up to a maximum of: ten years if a tender is undertaken or 
fourteen years if a joint audit process is adopted. The Regulation also includes general 
guidelines for transitional periods for incumbent auditors (ex: an auditor appointed in 1993 
does not have to be replaced before 17 June 2020) and several member states have their 
own transitional periods. Given that the aforementioned transitional periods can be quite long 
and clearly favour incumbent auditors, ECGS will implement the conditions of the EU 
Regulation itself rather than adhere to the transitional periods. 
 
Switzerland: The EU Regulation on specific requirements regarding statutory audit of public-
interest entities (537/2014/EU) does not apply in Switzerland. ECGS will oppose the re-
election of the audit firm (group) if it has been in office for more than twenty years. 
 
France: ECGS will OPPOSE the re-election of the audit firm (group) if it has been in office 
for more than three consecutive six-year terms (eighteen years in total).  
 
Netherlands: Since 1 January 2016, companies are required to rotate audit firms once every 
eight years. 
 
Italy: Pursuant to local legislation, it is not possible to re-elect the audit firm (group) if it has 
been in office for more than nine years without a three-year cooling off period. 
 

c. There is insufficient justification for a change of auditor. 

Note: The change of auditor after a tender process will be considered as sufficient 
explanation. This point aims to protect auditors who issue modified opinions and disagree 
with management. 
 
d. The election of the auditor presents a serious risk to audit accuracy and the audit 

process, including but not limited to:  

- Valid accusations recently levelled against the lead auditor in connection with his/her 
fulfilment of a similar mandate. 
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otherwise been awarded using prices on the grant date in order to account for dividend-
equivalent shares (usually calculated as dividends distributed during the vesting period 
divided by a share price determined on or prior to the vesting date). These dividend-
equivalent shares will be treated similarly to dividends used as a performance condition. 
ECGS may oppose such plans as they could incentivize companies to pay higher dividends 
that are not aligned with underlying performance.   
 
e. One or more performance criteria are used in both short-term and long term incentives 

and are deemed to significantly impact the award. 

Note: In line with recommendations of the European Central Bank (ECB), banks are highly 
encouraged to include, in their variable remuneration plans, a vesting schedule in the form of 
a linear path towards achieving fully-loaded capital requirements. Analysts are encouraged to 
evaluate remuneration plans based on said criterion.  
f. The Remuneration Report or Remuneration Policy were highly contested in the prior 

period and the Company has failed to introduce changes that address shareholder 
concerns. 

Note: Analysts are free to determine what constitutes the threshold for a highly contested 
resolution as this may vary by Company. Generally, any resolution with an opposition rate of 
15-20% or more is considered to be highly contested.  
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a. The special authorisation exceeds 10% of issued share capital and the Company.  

b. In cases where the special authorisation requests that securities be converted to CET1 
instruments at a discount to the prevailing share price at issue date that is deemed to be 
excessive relative to recent issuances at other Companies with similar risk profiles. 

Note: The conversion of contingent convertible capital securities will take place, if at all, 
during a significant credit event at the Company in question, implying that its share price 
would have deteriorated significantly since the issue date.  
 
c. The coupon rate, if it can be reasonably estimated, applicable to the contingent 

convertible capital securities, is deemed excessive relative to recent issuances at other 
Companies. 

Note: A relatively high coupon rate may run a higher risk of being cancelled by the Company 
should it be faced with liquidity needs in the future. Moreover, the mere act of cancelling the 
coupon could spook markets creating further volatility and uncertainty thereby undermining 
the confidence that these instruments were intended to convey in the first place. 
 
d. The Company has requested approval to continue paying a dividend (whether it is an 

increase or decrease) and/or to repurchase shares at the same AGM. 

Note: In cases, where the Company is requesting approval of a scrip dividend at the same 
AGM, and in which shareholders can opt to receive said dividend in cash, analysts will 
assess the historical levels of cash dividends paid, should such information be available, in 
order to determine whether the amounts distributed are excessive.  
 
e. In cases where contingent convertible capital qualifies as T2 capital, the time to maturity 

is in excess of 5 years and there is no specified call date at or before the fifth anniversary 
post-issue date. The size of the authorisation and the level of coupon payment will be 
taken into consideration vis-à-vis the aforementioned items.  

Note: Analysts should always weigh the benefits attributable to contingent convertible capital 
securities versus those of issuing ordinary shares with pre-emptive rights. Whereas, 
contingent capital can serve as a buffer between creditors and shareholders and can 
contribute to the stability of a credit institution, it may significantly dilute existing 
shareholders, and, in cases where a coupon is eventually suspended, produce an undesired 
effect in the form of increased risk and uncertainty. Nevertheless, the conditions detailed 
herein are to be evaluated against the possibility that a credit institution may fail to remain 
viable in the absence of a contingent convertible issue, especially if demand for ordinary 
shares is subdued.  ECGS remains committed to the view that, barring any extenuating 
circumstances, the best way to ensure the long term viability of a credit institution is to issue 
ordinary shares with pre-emptive rights (or without pre-emptive rights so long as they respect 
the dilution limits set herein). 
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8. SHAREHOLDER RESOLUTIONS 

Shareholder resolutions are assessed on a case-by-case basis in accordance with ECGS 

Corporate Governance principles.  

VOTE FOR a shareholder resolution if one or more of the following conditions apply:  

a. It is coherent and valid.  

b. It adheres to corporate governance best practices and ECGS Corporate Governance 
principles.  

c. It is in line with the long term interests of the majority of stakeholders.  

d. It improves corporate governance or enhances social and environmental responsibility.  

e. It calls for a special audit deemed beneficial to the interests of the Company and its 
stakeholders.  

Note:  A special audit would reinforce shareholder trust in management and alleviate doubt 
should misconduct arise.  
 
Note: ECGS will OPPOSE any motion by the Board or shareholders to submit a proposal to 
a vote should it fail to appear as an agenda item sufficiently in advance of a general meeting. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  




