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Directive 2007/36/EC of the European Parliament and of the Council of 11
July 2007 on the exercise of certain rights of shareholders in listed companies

[F1CHAPTER Ib

TRANSPARENCY OF INSTITUTIONAL INVESTORS,
ASSET MANAGERS AND PROXY ADVISORS

Article 3g

Engagement policy

1 Member States shall ensure that institutional investors and asset managers either
comply with the requirements set out in points (a) and (b) or publicly disclose a clear
and reasoned explanation why they have chosen not to comply with one or more of those
requirements.

a Institutional investors and asset managers shall develop and publicly disclose an
engagement policy that describes how they integrate shareholder engagement in their
investment strategy. The policy shall describe how they monitor investee companies on
relevant matters, including strategy, financial and non-financial performance and risk,
capital structure, social and environmental impact and corporate governance, conduct
dialogues with investee companies, exercise voting rights and other rights attached to
shares, cooperate with other shareholders, communicate with relevant stakeholders of
the investee companies and manage actual and potential conflicts of interests in relation
to their engagement.

b Institutional investors and asset managers shall, on an annual basis, publicly disclose
how their engagement policy has been implemented, including a general description of
voting behaviour, an explanation of the most significant votes and the use of the services
of proxy advisors. They shall publicly disclose how they have cast votes in the general
meetings of companies in which they hold shares. Such disclosure may exclude votes
that are insignificant due to the subject matter of the vote or the size of the holding in
the company.

2 The information referred to in paragraph 1 shall be available free of charge on
the institutional investor’s or asset manager’s website. Member States may provide for the
information to be published, free of charge, by other means that are easily accessible online.

Where an asset manager implements the engagement policy, including voting, on behalf
of an institutional investor, the institutional investor shall make a reference as to where
such voting information has been published by the asset manager.

3 Conflicts of interests rules applicable to institutional investors and asset managers,
including Article 14 of Directive 2011/61/EU, point (b) of Article 12(1) and point (d) of 14(1) of
Directive 2009/65/EC and the relevant implementing rules, and Article 23 of Directive 2014/65/
EU shall also apply with regard to engagement activities.
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Article 3h

Investment strategy of institutional investors and arrangements with asset managers

1 Member States shall ensure that institutional investors publicly disclose how the main
elements of their equity investment strategy are consistent with the profile and duration of their
liabilities, in particular long-term liabilities, and how they contribute to the medium to long-
term performance of their assets.

2 Member States shall ensure that where an asset manager invests on behalf of an
institutional investor, whether on a discretionary client-by-client basis or through a collective
investment undertaking, the institutional investor publicly discloses the following information
regarding its arrangement with the asset manager:

a how the arrangement with the asset manager incentivises the asset manager to align its
investment strategy and decisions with the profile and duration of the liabilities of the
institutional investor, in particular long-term liabilities;

b how that arrangement incentivises the asset manager to make investment decisions
based on assessments about medium to long-term financial and non-financial
performance of the investee company and to engage with investee companies in order
to improve their performance in the medium to long-term;

c how the method and time horizon of the evaluation of the asset manager’s performance
and the remuneration for asset management services are in line with the profile and
duration of the liabilities of the institutional investor, in particular long-term liabilities,
and take absolute long-term performance into account;

d how the institutional investor monitors portfolio turnover costs incurred by the asset
manager and how it defines and monitors a targeted portfolio turnover or turnover range;

e the duration of the arrangement with the asset manager.

Where the arrangement with the asset manager does not contain one or more of such
elements, the institutional investor shall give a clear and reasoned explanation why this
is the case.

3 The information referred to in paragraphs 1 and 2 of this Article shall be available,
free of charge, on the institutional investor’s website and shall be updated annually unless there
is no material change. Member States may provide for that information to be available, free of
charge, through other means that are easily accessible online.

Member States shall ensure that institutional investors regulated by Directive 2009/138/
EC are allowed to include this information in their report on solvency and financial
condition referred to in Article 51 of that Directive.

Article 3i

Transparency of asset managers

1 Member States shall ensure that asset managers disclose, on an annual basis, to the
institutional investor with which they have entered into the arrangements referred to in Article
3h how their investment strategy and implementation thereof complies with that arrangement
and contributes to the medium to long-term performance of the assets of the institutional investor
or of the fund. Such disclosure shall include reporting on the key material medium to long-
term risks associated with the investments, on portfolio composition, turnover and turnover
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costs, on the use of proxy advisors for the purpose of engagement activities and their policy
on securities lending and how it is applied to fulfil its engagement activities if applicable,
particularly at the time of the general meeting of the investee companies. Such disclosure shall
also include information on whether and, if so, how, they make investment decisions based
on evaluation of medium to long-term performance of the investee company, including non-
financial performance, and on whether and, if so, which conflicts of interests have arisen in
connection with engagements activities and how the asset managers have dealt with them.

2 Member States may provide for the information in paragraph 1 to be disclosed together
with the annual report referred to in Article 68 of Directive 2009/65/EC or in Article 22 of
Directive 2011/61/EU, or periodic communications referred to in Article 25(6) of Directive
2014/65/EU.

Where the information disclosed pursuant to paragraph 1 is already publicly available,
the asset manager is not required to provide the information to the institutional investor
directly.

3 Member States may where the asset manager does not manage the assets on a
discretionary client-by-client basis, require that the information disclosed pursuant to paragraph
1 also be provided to other investors of the same fund at least upon request.

Article 3j

Transparency of proxy advisors

1 Member States shall ensure that proxy advisors publicly disclose reference to a code
of conduct which they apply and report on the application of that code of conduct.

Where proxy advisors do not apply a code of conduct, they shall provide a clear and
reasoned explanation why this is the case. Where proxy advisors apply a code of
conduct but depart from any of its recommendations, they shall declare from which
parts they depart, provide explanations for doing so and indicate, where appropriate,
any alternative measures adopted.

Information referred to in this paragraph shall be made publicly available, free of charge,
on the websites of proxy advisors and shall be updated on an annual basis.

2 Member States shall ensure that, in order to adequately inform their clients about the
accuracy and reliability of their activities, proxy advisors publicly disclose on an annual basis
at least all of the following information in relation to the preparation of their research, advice
and voting recommendations:

a the essential features of the methodologies and models they apply;
b the main information sources they use;
c the procedures put in place to ensure quality of the research, advice and voting

recommendations and qualifications of the staff involved;
d whether and, if so, how they take national market, legal, regulatory and company-

specific conditions into account;
e the essential features of the voting policies they apply for each market;
f whether they have dialogues with the companies which are the object of their research,

advice or voting recommendations and with the stakeholders of the company, and, if
so, the extent and nature thereof;

g the policy regarding the prevention and management of potential conflicts of interests.
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The information referred to in this paragraph shall be made publicly available on the
websites of proxy advisors and shall remain available free of charge for at least three
years from the date of publication. The information does not need to be disclosed
separately where it is available as part of the disclosure under paragraph 1.

3 Member States shall ensure that proxy advisors identify and disclose without delay
to their clients any actual or potential conflicts of interests or business relationships that may
influence the preparation of their research, advice or voting recommendations and the actions
they have undertaken to eliminate, mitigate or manage the actual or potential conflicts of
interests.

4 This Article also applies to proxy advisors that have neither their registered office nor
their head office in the Union which carry out their activities through an establishment located
in the Union.

Article 3k

Review

1 The Commission shall submit a report to the European Parliament and to the Council
on the implementation of Articles 3g, 3h and 3i, including the assessment of the need to require
asset managers to publicly disclose certain information under Article 3i, taking into account
relevant Union and international market developments. The report shall be published by 10 June
2022 and shall be accompanied, if appropriate, by legislative proposals.

2 The Commission shall, in close cooperation with ESMA, submit a report to the
European Parliament and to the Council on the implementation of Article 3j, including the
appropriateness of its scope of application and its effectiveness and the assessment of the need
for establishing regulatory requirements for proxy advisors, taking into account relevant Union
and international market developments. The report shall be published by 10 June 2023 and shall
be accompanied, if appropriate, by legislative proposals.]

Textual Amendments
F1 Inserted by Directive (EU) 2017/828 of the European Parliament and of the Council of 17 May 2017

amending Directive 2007/36/EC as regards the encouragement of long-term shareholder engagement
(Text with EEA relevance).
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