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Professional Certificate in Company Law in the European Union

Corporate Governance and Compliance

Annual General Meeting (AGM)

Related terms: shareholder meeting, corporate reporting, voting rights. Explanation: The AGM is a statutory
gathering of a company’s shareholders, usually held once a year, where key matters such as the approval of
financial statements, election of directors, and remuneration reports are decided. Example: In a German
Aktiengesellschaft, the AGM must approve the auditor’s report and the management board’s remuneration
plan. Practical application: Companies schedule the AGM well in advance, circulate proxy materials, and
provide electronic voting platforms to maximise participation. Challenges: Ensuring quorum, managing
dissenting shareholders, and complying with differing national notice periods across EU member states.

Article 49 of the Treaty on European Union (TEU)

Related terms: EU competence, subsidiarity, member-state sovereignty. Explanation: Article 49 TEU outlines
the procedure for a member state to withdraw from the European Union, setting out the legal framework
for "exit” negotiations. Example: The United Kingdom invoked Article 49 to trigger Brexit, leading to a
complex withdrawal agreement. Practical application: Companies must monitor exit-related legal changes,
such as the re-registration of cross-border entities, to maintain compliance. Challenges: Uncertainty during
negotiations can affect capital markets, contractual obligations, and regulatory approvals.

Audit Committee

Related terms: Board committees, internal audit, external auditor. Explanation: A sub-committee of the
board of directors tasked with overseeing financial reporting, audit processes, risk management, and
compliance with statutory requirements. Example: The UK Corporate Governance Code recommends that at
least half of the audit committee members be independent. Practical application: The committee reviews
the auditor’s independence, assesses audit findings, and monitors internal control effectiveness. Challenges:
Balancing expertise with independence, handling conflicts of interest, and staying abreast of evolving
accounting standards.

Board of Directors

Related terms: Supervisory board, management board, fiduciary duty. Explanation: The highest governing
body of a company, responsible for strategic direction, oversight of management, and protection of
shareholders’ interests. Example: In a French société anonyme, the board may be a dual-tier structure
comprising a management board and a supervisory board. Practical application: Directors must assess
major investments, approve dividend policies, and ensure compliance with EU directives. Challenges:
Managing diverse stakeholder expectations, avoiding groupthink, and ensuring adequate competence
across all required skill sets.

Board Diversity
Related terms: Gender balance, skills matrix, inclusive governance. Explanation: The composition of the
board in terms of gender, age, ethnicity, professional background, and experience, aimed at enhancing
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decision-making quality. Example: The EU’s Non-Financial Reporting Directive (NFRD) encourages disclosure
of diversity policies. Practical application: Companies publish diversity statements, set targets for female
representation, and conduct regular board skill assessments. Challenges: Identifying qualified candidates,
overcoming unconscious bias, and measuring the impact on performance.

Business Ethics

Related terms: Corporate social responsibility, code of conduct, ethical culture. Explanation: The principles
and standards that guide behavior in business, ensuring actions are lawful, fair, and socially responsible.
Example: A multinational may adopt a global anti-bribery policy aligned with the UK Bribery Act. Practical
application: Training programs, whistle-blowing mechanisms, and regular audits embed ethical standards.
Challenges: Aligning diverse cultural norms, monitoring compliance across jurisdictions, and handling
ethical breaches swiftly.

Corporate Governance Code (UK)

Related terms: Best practice, compliance, “comply or explain”. Explanation: A set of principles issued by the
Financial Reporting Council that outlines standards for board effectiveness, remuneration, and shareholder
engagement in the United Kingdom. Example: The “comply or explain” approach allows companies to
deviate from the code if they provide a clear rationale. Practical application: Boards perform annual
self-assessments against the code and disclose deviations in their annual report. Challenges: Interpreting
vague provisions, ensuring meaningful explanations, and avoiding “box-ticking” compliance.

Corporate Governance Framework

Related terms: Governance structure, policies, oversight mechanisms. Explanation: The overall system of
rules, practices, and processes by which a company is directed and controlled, encompassing board
composition, risk management, and stakeholder relations. Example: The EU’s Shareholder Rights Directive 2
(SRD 1) influences governance frameworks by enhancing transparency. Practical application: Companies
develop governance charters, assign clear responsibilities, and implement monitoring tools. Challenges:
Integrating disparate policies, adapting to regulatory changes, and maintaining board independence.

Corporate Governance Principles (EU)

Related terms: EU directives, stakeholder model, transparency. Explanation: The European Commission’s
non-binding principles that promote good governance, covering board structure, shareholder rights, and
disclosure obligations. Example: Principle 4 stresses the need for a clear division of responsibilities between
the management and supervisory bodies. Practical application: Firms benchmark their practices against the
principles to improve investor confidence. Challenges: Translating principles into actionable policies and
reconciling them with national corporate law variations.

Corporate Governance Risk

Related terms: Governance risk, board risk, compliance risk. Explanation: The potential for loss arising from
ineffective governance structures, inadequate oversight, or non-compliance with legal obligations. Example:
Failure to disclose related-party transactions can trigger regulatory sanctions and reputational damage.
Practical application: Boards conduct governance risk assessments, integrate findings into enterprise risk
management (ERM) frameworks, and monitor remediation plans. Challenges: Measuring intangible risks,
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ensuring board awareness, and aligning risk appetite with governance standards.

Corporate Social Responsibility (CSR)

Related terms: Sustainability reporting, ESG, stakeholder engagement. Explanation: A company'’s
commitment to operate in an economically, socially, and environmentally responsible manner, going
beyond legal compliance. Example: The EU’s Sustainable Finance Disclosure Regulation (SFDR) requires
financial market participants to disclose CSR-related information. Practical application: Firms publish CSR
reports, set measurable targets for carbon reduction, and engage communities. Challenges: Balancing profit
motives with societal expectations, avoiding green-washing, and integrating CSR into core strategy.

Cross-Border Merger

Related terms: EU Merger Regulation, transnational acquisition, due diligence. Explanation: A merger
involving companies incorporated in different EU member states, subject to the EU Merger Regulation
(EUMR) for competition clearance. Example: A French and a German firm combine under a cross-border
merger, needing approval from the European Commission. Practical application: Parties conduct EU-wide
market analysis, prepare a merger notification, and cooperate with competition authorities. Challenges:
Harmonising corporate governance structures, reconciling differing shareholder rights, and managing
cultural integration.

Data Protection Compliance

Related terms: GDPR, privacy impact assessment, data breach. Explanation: The set of obligations that
companies must fulfil to protect personal data, ensuring lawful processing, transparency, and security under
the General Data Protection Regulation. Example: A banking institution must appoint a Data Protection
Officer and conduct regular DPIAs for high-risk processing activities. Practical application: Implementing
consent mechanisms, maintaining records of processing activities, and training staff. Challenges: Navigating
cross-border data transfers, handling subject-access requests promptly, and responding to regulatory
investigations.

Directive 2013/34/EU (Accounting Directive)

Related terms: Financial statements, annual report, audit exemption. Explanation: EU legislation that
harmonises the content and presentation of annual accounts, consolidates reporting thresholds, and sets
audit requirements for companies. Example: Small and medium-sized enterprises (SMEs) may be exempt
from statutory audit under the directive if they meet size criteria. Practical application: Companies prepare
balance sheets, profit and loss accounts, and notes according to the directive's templates. Challenges:
Keeping abreast of amendments, ensuring consistency across subsidiaries, and managing audit scope.

Director’s Duties

Related terms: Fiduciary duty, duty of care, duty of loyalty. Explanation: Legal obligations imposed on
directors to act in the best interests of the company, exercise reasonable care, and avoid conflicts of
interest. Example: Under the German Stock Corporation Act, directors must avoid any personal advantage
that conflicts with the company’s interests. Practical application: Directors maintain registers of interests,
recuse themselves from conflicted decisions, and document deliberations. Challenges: Identifying indirect
conflicts, balancing short-term pressures with long-term sustainability, and managing liability exposure.
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EU Anti-Money Laundering (AML) Directive

Related terms: Customer due diligence, suspicious transaction reporting, risk-based approach. Explanation:
A series of directives that establish a coordinated framework to prevent money laundering and terrorist
financing across the EU, requiring firms to implement robust AML controls. Example: The 5th AML Directive
expands the definition of “politically exposed persons” (PEPs) and tightens beneficial-owner transparency.
Practical application: Financial institutions perform CDD, monitor transactions, and file SARs with national
financial intelligence units. Challenges: Keeping AML programs up-to-date, managing high-risk client
onboarding, and dealing with divergent national implementations.

EU Competition Law

Related terms: Antitrust, abuse of dominance, cartel. Explanation: A body of EU legislation, principally
Articles 101 and 102 TFEU, that prohibits agreements restricting competition and the abuse of a dominant
market position. Example: A dominant telecom operator cannot impose exclusive contracts that foreclose
market entry for competitors. Practical application: Companies conduct competition risk assessments,
obtain legal counsel before entering into agreements, and cooperate with investigations. Challenges:
Interpreting market definitions, assessing vertical restraints, and managing cross-border coordination.

EU Corporate Governance Framework (EU-CGF)

Related terms: European Commission, governance guidelines, stakeholder model. Explanation: An
overarching set of recommendations issued by the European Commission to promote transparent,
accountable, and sustainable corporate governance across member states. Example: The EU-CGF
encourages long-term shareholder engagement and the integration of ESG considerations into board
decisions. Practical application: Companies align internal policies with EU-CGF recommendations, disclose
governance practices, and engage with institutional investors. Challenges: Voluntary nature leads to varied
adoption, and aligning with national corporate codes can be complex.

EU Directives on Corporate Transparency

Related terms: Beneficial ownership register, anti-corruption, public disclosure. Explanation: Legislative
instruments such as the Transparency Register and the Fourth Anti-Money Laundering Directive that require
companies to disclose information on owners, controllers, and financial interests. Example: Companies must
register ultimate beneficial owners (UBOs) in a national register accessible to authorities. Practical
application: Firms collect shareholder data, verify identities, and update registers annually. Challenges: Data
accuracy, privacy concerns, and harmonising registers across jurisdictions.

EU Directive on Whistle-Blowing (EU-WBD)

Related terms: Protected disclosures, internal reporting channels, retaliation safeguards. Explanation: A
directive that establishes minimum standards for the protection of whistle-blowers, requiring companies to
set up secure reporting mechanisms and protect employees from retaliation. Example: A multinational must
implement an internal hotline and preserve confidentiality for disclosures related to fraud. Practical
application: Companies draft whistle-blowing policies, train managers, and monitor reports for remedial
action. Challenges: Ensuring anonymity, handling false allegations, and complying with varied national
implementation timelines.
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EU General Data Protection Regulation (GDPR)

Related terms: Data subject rights, lawful basis, data controller. Explanation: A comprehensive regulation
that governs the processing of personal data of EU residents, imposing strict obligations on data controllers
and processors. Example: A marketing firm must obtain explicit consent before sending promotional emails
to EU citizens. Practical application: Conducting DPIAs, appointing DPOs, and maintaining breach
notification procedures within 72 hours. Challenges: Interpreting “legitimate interest,” managing
cross-border data flows, and facing substantial fines for non-compliance.

EU Shareholder Rights Directive 2 (SRD Il)

Related terms: Voting transparency, remuneration report, institutional investor engagement. Explanation: A
directive that strengthens shareholders’ rights, enhances corporate transparency, and promotes long-term
shareholder engagement across the EU. Example: Companies must disclose voting results for each agenda
item and publish a detailed remuneration report. Practical application: Firms establish electronic voting
platforms, disclose proxy voting policies, and engage with institutional investors on ESG matters.
Challenges: Aligning reporting practices with diverse national laws, handling proxy voting complexities, and
ensuring timely disclosure.

EU Sustainable Finance Disclosure Regulation (SFDR)

Related terms: ESG, sustainability risk, taxonomy alignment. Explanation: A regulation that requires financial
market participants to disclose how sustainability risks are integrated into investment decisions and the
impact on returns. Example: An asset manager must publish a “principal adverse impact” statement
covering carbon emissions and biodiversity. Practical application: Firms develop ESG data pipelines, adopt
the EU taxonomy, and produce periodic sustainability reports. Challenges: Data quality, consistency across
product lines, and reconciling differing ESG methodologies.

EU Taxonomy Regulation

Related terms: Green investment, climate-related activities, classification system. Explanation: A classification
framework that defines environmentally sustainable economic activities, guiding investors and companies
towards green financing. Example: A renewable-energy project may be classified as “substantial
contribution” to climate mitigation under the taxonomy. Practical application: Companies assess activities
against taxonomy criteria, disclose alignment percentages, and adjust investment strategies. Challenges:
Interpreting technical screening criteria, reporting transitional activities, and avoiding double-counting.

European Court of Justice (ECJ) Jurisprudence on Governance

Related terms: Case law, precedent, legal interpretation. Explanation: Judicial decisions of the ECJ that shape
the interpretation and application of EU corporate governance and compliance rules. Example: The
“Starlight” judgment clarified the scope of shareholder voting rights in cross-border mergers. Practical
application: Legal teams monitor ECJ rulings to update internal policies and advise boards. Challenges:
Keeping abreast of evolving case law, applying principles to domestic law, and managing litigation risk.

Executive Compensation
Related terms: Remuneration policy, incentive scheme, claw-back. Explanation: The total financial and
non-financial rewards provided to senior executives, including salary, bonuses, long-term incentives, and
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benefits. Example: A performance-linked share-based plan aligns executive interests with shareholder value.
Practical application: Boards design remuneration frameworks, benchmark against peers, and disclose
details in the annual report. Challenges: Balancing short-term performance with long-term sustainability,
avoiding excessive pay, and meeting stakeholder expectations.

External Auditor

Related terms: Audit opinion, independence, audit committee. Explanation: An independent accounting firm
appointed to examine a company’s financial statements and provide an opinion on their fairness and
compliance with applicable standards. Example: Under the EU Audit Regulation, auditors must rotate after a
maximum of ten years on the same client. Practical application: Companies engage auditors, provide access
to records, and implement audit recommendations. Challenges: Maintaining auditor independence,
managing audit scope, and addressing audit findings promptly.

Fit-and-Proper Test

Related terms: Suitability assessment, regulatory approval, director eligibility. Explanation: An evaluation
process used by regulators to determine whether individuals possess the requisite integrity, competence,
and financial soundness to hold senior positions. Example: The European Banking Authority requires
fit-and-proper assessments for board members of credit institutions. Practical application: Companies
conduct background checks, verify qualifications, and submit documentation to supervisory authorities.
Challenges: Interpreting subjective criteria, handling cross-border appointments, and updating assessments
regularly.

General Meeting of Shareholders (GMS)

Related terms: Ordinary general meeting, extraordinary general meeting, voting thresholds. Explanation: A
gathering where shareholders exercise their voting rights on matters such as capital changes, mergers, and
director appointments. Example: An extraordinary general meeting may be convened to approve a
significant asset sale. Practical application: Notices are sent in accordance with statutory periods, and voting
may occur in person or via electronic means. Challenges: Achieving quorum, managing proxy voting, and
addressing dissenting votes.

Good Corporate Governance (GCG)

Related terms: Best practice, ethical standards, stakeholder model. Explanation: A set of principles that
promote transparency, accountability, and fairness in the management of a company, fostering trust among
investors and the public. Example: The OECD Principles of Corporate Governance provide a global
benchmark for GCG. Practical application: Boards adopt governance charters, conduct regular
self-assessments, and disclose governance structures. Challenges: Tailoring GCG to specific industry
contexts, measuring effectiveness, and preventing “box-ticking” compliance.

Greenwashing

Related terms: False sustainability claims, ESG misrepresentation, regulatory penalties. Explanation: The
practice of presenting a company’s products, policies, or activities as more environmentally friendly than
they truly are, often to attract investors or customers. Example: A firm advertises a “carbon-neutral” product
line without third-party verification. Practical application: Companies implement robust ESG verification,
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engage independent auditors, and maintain transparent reporting. Challenges: Detecting deceptive claims,
managing reputational risk, and facing enforcement actions under EU consumer protection law.

Internal Control System (ICS)

Related terms: COSO framework, risk management, compliance monitoring. Explanation: A set of policies,
procedures, and mechanisms designed to ensure the reliability of financial reporting, operational efficiency,
and adherence to laws. Example: A multinational adopts the COSO model to standardise internal controls
across subsidiaries. Practical application: Boards receive periodic internal audit reports, monitor key control
indicators, and remediate deficiencies. Challenges: Aligning controls with diverse regulatory environments,
preventing control fatigue, and ensuring timely remediation.

Joint Venture (JV)

Related terms: Strategic alliance, equity partnership, shared governance. Explanation: A business
arrangement where two or more parties combine resources for a specific project, sharing profits, losses, and
governance responsibilities. Example: A French automotive firm and a German battery manufacturer create
a JV to develop electric-vehicle technology. Practical application: Parties negotiate a shareholders’
agreement, establish a joint board, and define decision-making thresholds. Challenges: Reconciling differing
corporate cultures, allocating control rights, and handling exit strategies.

Key Performance Indicator (KPI)

Related terms: Metric, performance measurement, strategic objectives. Explanation: Quantifiable measures
used to evaluate the success of an organization, department, or individual in achieving defined goals.
Example: A KPI for a compliance department could be the percentage of training completions within a
reporting period. Practical application: Boards link executive remuneration to ESG-related KPIs to promote
sustainable performance. Challenges: Selecting relevant KPIs, avoiding metric overload, and ensuring data
integrity.

Legal Entity Management (LEM)

Related terms: Entity register, corporate registry, compliance lifecycle. Explanation: The systematic
administration of a company’s legal entities, encompassing formation, governance, filing obligations, and
dissolution. Example: A global firm uses a central LEM platform to track entity ownership and filing
deadlines across 30 jurisdictions. Practical application: Automated alerts for statutory filing dates,
consolidated reporting, and risk dashboards for non-compliance. Challenges: Maintaining data consistency,
integrating with legacy systems, and adapting to regulatory changes.

Limited Liability Company (LLC)

Related terms: Private limited company, corporate veil, member-managed. Explanation: A corporate form
that limits the liability of its owners (members) to the amount of their capital contributions, commonly used
for SMEs in the EU. Example: In the Netherlands, an "BV" (Besloten Vennootschap) operates as an LLC with
flexible governance structures. Practical application: Founders draft articles of association, appoint
managers, and comply with annual filing requirements. Challenges: Balancing limited liability with
transparency, managing capital requirements, and ensuring proper governance.

Market Abuse Regulation (MAR)
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Related terms: Insider trading, market manipulation, disclosure obligations. Explanation: EU legislation that
aims to preserve market integrity by prohibiting insider dealing, unlawful disclosure of insider information,
and market manipulation. Example: A listed company must publish price-sensitive information promptly to
avoid insider trading allegations. Practical application: Companies implement insider lists, monitor trading
activity, and provide staff training on prohibited conduct. Challenges: Detecting subtle manipulation,
coordinating disclosures across multiple exchanges, and handling investigations.

Management Board (Executive Board)

Related terms: Supervisory board, dual-tier system, executive authority. Explanation: The body responsible
for the day-to-day management of a company, typically composed of CEOs and senior executives,
especially in jurisdictions with a two-tier board structure. Example: In a German AG, the Management Board
executes the strategic decisions approved by the Supervisory Board. Practical application: The board
prepares annual budgets, reports to the supervisory board, and ensures compliance with legal obligations.
Challenges: Maintaining independence from the supervisory board, managing delegation of authority, and
aligning operational execution with strategic goals.

Materiality Assessment

Related terms: Significance threshold, non-financial reporting, stakeholder relevance. Explanation: The
process of determining which information is sufficiently important to influence the decisions of users of
corporate reports, guiding disclosure decisions. Example: A company may deem climate-related risks
material if they could impact earnings by more than 5%. Practical application: Boards review quantitative
and qualitative factors, document judgments, and disclose materiality criteria. Challenges: Subjectivity in
assessment, evolving stakeholder expectations, and ensuring consistency across reporting periods.

Member State

Related terms: EU country, national legislation, supranational law. Explanation: A sovereign nation that has
joined the European Union and is bound by EU treaties, regulations, and directives. Example: France, as an
EU member state, must transpose the EU Corporate Governance Directive into French law. Practical
application: Companies operating in multiple member states must harmonise compliance programs with
both EU and national requirements. Challenges: Navigating divergent implementation timelines, dealing
with language barriers, and reconciling conflicting legal provisions.

Non-Financial Reporting Directive (NFRD)

Related terms: ESG disclosure, sustainability information, corporate transparency. Explanation: EU legislation
that mandates large public-interest entities to disclose environmental, social, and governance information in
their annual reports. Example: A listed energy company must report on greenhouse-gas emissions,
employee diversity, and anti-corruption measures. Practical application: Firms develop ESG data collection
processes, integrate disclosures into the management report, and undergo third-party assurance.
Challenges: Data comparability, aligning with emerging standards such as the European Sustainability
Reporting Standards (ESRS), and managing reporting costs.

Non-Executive Director (NED)
Related terms: Independent director, board oversight, external perspective. Explanation: A board member
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who does not partake in the day-to-day management of the company, providing independent judgment
and oversight. Example: An NED may chair the audit committee to ensure impartial review of financial
statements. Practical application: NEDs attend board meetings, contribute to strategy formulation, and
monitor management performance. Challenges: Maintaining sufficient independence, avoiding conflicts of
interest, and staying informed about operational details.

Operating Permit

Related terms: Licensing, regulatory authorisation, compliance condition. Explanation: A legal authorisation
granted by a competent authority allowing a company to conduct specific business activities, often subject
to ongoing compliance checks. Example: A financial services firm requires a licence from the national
regulator to offer investment advice. Practical application: Companies maintain a register of permits,
monitor renewal dates, and implement conditions stipulated by the regulator. Challenges: Navigating
differing licensing regimes, handling conditional approvals, and managing revocation risk.

Parent Company

Related terms: Holding company, subsidiary, group structure. Explanation: An entity that controls one or
more other companies (subsidiaries) by owning a majority of voting rights or exercising decisive influence.
Example: A Dutch holding may own a German manufacturing subsidiary and a French sales arm. Practical
application: The parent consolidates financial statements, sets group-wide governance policies, and ensures
compliance across the entire corporate group. Challenges: Coordinating governance standards, managing
cross-border tax implications, and handling divergent regulatory obligations.

Performance Share Plan (PSP)

Related terms: Long-term incentive, vesting condition, shareholder alignment. Explanation: A remuneration
scheme that awards shares to executives based on the achievement of predefined performance targets over
a set period. Example: A PSP may tie award vesting to total shareholder return relative to a peer index.
Practical application: Boards set performance metrics, disclose plan details in the remuneration report, and
monitor outcomes annually. Challenges: Selecting appropriate benchmarks, avoiding excessive risk-taking,
and ensuring transparent communication to shareholders.

Public Limited Company (PLC)

Related terms: Listed company, share capital, statutory reporting. Explanation: A corporate form that can
offer its shares to the public and is typically subject to stricter governance and disclosure requirements.
Example: In the UK, a PLC must comply with the Companies Act 2006 and the UK Corporate Governance
Code. Practical application: PLCs maintain a register of shareholders, publish interim financial statements,
and hold AGMs. Challenges: Managing market expectations, complying with continuous disclosure
obligations, and handling activist shareholder pressures.

Qualified Institutional Investor (Qll)

Related terms: Professional investor, regulatory exemption, market access. Explanation: An investor that
meets specific criteria regarding assets, expertise, and experience, granting them access to certain
investment opportunities and reduced disclosure requirements. Example: Under MiFID I, a Qll can invest in
non-public offerings without the full prospectus requirements. Practical application: Companies verify
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investor status, maintain documentation, and tailor offering memoranda accordingly. Challenges:
Conducting due-diligence on investor qualifications, monitoring changes in status, and ensuring compliance
with prospectus regulations.

Regulatory Sandbox

Related terms: Innovation hub, pilot testing, fintech regulation. Explanation: A controlled environment
created by a regulator that allows firms to test innovative products, services, or business models under
relaxed regulatory conditions. Example: The European Banking Authority’s sandbox permits a fintech
start-up to trial a new payment solution with limited licensing requirements. Practical application:
Companies submit sandbox applications, outline risk mitigation measures, and report outcomes to the
regulator. Challenges: Balancing innovation with consumer protection, scaling successful pilots, and
transitioning to full regulatory compliance.

Remuneration Report

Related terms: Executive pay disclosure, transparency, shareholder voting. Explanation: A section of the
annual report that details the remuneration policies, components, and outcomes for directors and senior
executives. Example: Under SRD Il, companies must disclose the ratio between the CEO’s remuneration and
the average employee salary. Practical application: Boards prepare the report, obtain shareholder approval
for the remuneration policy, and publish it alongside the financial statements. Challenges: Aligning pay with
long-term performance, addressing stakeholder scrutiny, and complying with evolving disclosure
thresholds.

Risk Management Framework (RMF)

Related terms: Enterprise risk management, risk appetite, internal audit. Explanation: A structured approach
that identifies, assesses, monitors, and mitigates risks across an organization, aligning with strategic
objectives. Example: An RMF may categorise risks into strategic, operational, compliance, and reputational
buckets. Practical application: Boards approve risk appetite statements, oversee risk registers, and integrate
risk considerations into decision-making. Challenges: Ensuring risk culture permeates all levels, dealing with
emerging risks such as cyber threats, and maintaining proportionality.

Shareholder Activism

Related terms: Proxy contest, ESG agenda, engagement strategy. Explanation: The practice of shareholders
using their voting rights and influence to effect change in corporate policies, governance, or strategy.
Example: An activist fund may propose a resolution to improve board diversity or adopt a climate-neutral
target. Practical application: Companies develop engagement policies, respond to shareholder proposals,
and communicate rationale to the market. Challenges: Managing hostile campaigns, balancing short-term
market reactions with long-term value creation, and integrating activist demands into governance
structures.

Shareholder Rights Directive (SRD)

Related terms: Voting transparency, institutional investor disclosure, shareholder engagement. Explanation:
EU legislation that enhances shareholders’ ability to influence corporate decisions, improves transparency of
voting, and encourages long-term investment. Example: SRD Il requires institutional investors to disclose
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their voting policies and how they exercise voting rights. Practical application: Companies provide electronic
voting platforms, publish voting results, and engage with shareholders on ESG matters. Challenges:
Harmonising voting procedures across multiple exchanges, handling proxy voting in dual-class share
structures, and meeting reporting deadlines.

Stakeholder Engagement

Related terms: Materiality, ESG dialogue, community relations. Explanation: The process of interacting with
parties who have an interest in the company’s activities, including employees, customers, suppliers,
regulators, and NGOs. Example: A mining company conducts regular consultations with local communities
to address environmental concerns. Practical application: Firms develop stakeholder maps, set engagement
objectives, and document outcomes in sustainability reports. Challenges: Balancing conflicting stakeholder
interests, measuring the impact of engagement, and integrating feedback into strategic planning.

Strategic Alliance

Related terms: Partnership, joint venture, collaborative agreement. Explanation: A cooperative arrangement
between two or more firms to pursue common objectives while remaining independent entities. Example:
An EU airline forms a strategic alliance with a Middle-Eastern carrier to expand route networks. Practical
application: Parties negotiate alliance agreements, define governance mechanisms, and establish
performance metrics. Challenges: Protecting intellectual property, managing governance complexity, and
ensuring alignment of strategic goals.

Supervisory Board

Related terms: Two-tier board, oversight function, non-executive directors. Explanation: In a dual-tier board
system, the supervisory board monitors the management board, appoints its members, and approves major
corporate decisions. Example: In a Dutch BV, the supervisory board may include employee representatives
to ensure stakeholder input. Practical application: The board reviews annual reports, oversees risk
management, and provides remuneration recommendations. Challenges: Maintaining effective
communication with the management board, preventing dominance by a single shareholder group, and
ensuring independence.

Takeover Bid (Public Offer)

Related terms: Merger, acquisition, tender offer. Explanation: A public proposal by an acquiring company to
purchase shares of a target company, usually at a premium, subject to regulatory approval and shareholder
acceptance. Example: An EU telecommunications firm launches a takeover bid for a competitor, triggering
the EU Merger Regulation review. Practical application: The bidder prepares an offer document, complies
with disclosure obligations, and negotiates with the target's board. Challenges: Managing hostile defenses,
meeting antitrust clearance timelines, and addressing minority shareholder concerns.

Transparency Register

Related terms: Lobbying disclosure, public accountability, EU institutions. Explanation: A database where
organisations and individuals disclose their activities aimed at influencing EU policy-making, enhancing
openness and accountability. Example: A trade association must register its lobbying activities with the
European Commission’s Transparency Register. Practical application: Companies submit quarterly updates
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on contacts with EU officials, funding levels, and policy positions. Challenges: Ensuring accurate reporting,
avoiding inadvertent omissions, and managing reputational risk.

Triple Bottom Line (TBL)

Related terms: Sustainability, people-planet-profit, ESG integration. Explanation: A framework that evaluates
corporate performance based on three dimensions: Social (people), environmental (planet), and financial
(profit). Example: A manufacturing firm reports on employee welfare, carbon emissions, and net income to
illustrate TBL impact. Practical application: Boards set targets for each pillar, integrate metrics into
performance dashboards, and disclose results publicly. Challenges: Balancing competing objectives,
quantifying social impact, and aligning TBL with shareholder expectations.

Ultimate Beneficial Owner (UBO)

Related terms: Beneficial ownership, transparency, anti-money laundering. Explanation: The natural person
who ultimately owns or controls a legal entity, either directly or indirectly, often required to be disclosed
under EU anti-money-laundering rules. Example: A shell company in Luxembourg must identify and register
its UBO in the national register. Practical application: Companies conduct ownership tracing, verify identity
documents, and file UBO information with competent authorities. Challenges: Complex ownership chains,
privacy concerns, and differing national implementation timelines.

Voting Rights

Related terms: Share classes, proxy voting, shareholder meeting. Explanation: The entitlements attached to
shares that allow holders to participate in corporate decisions, typically proportionate to the number of
shares owned. Example: Preferred shares may carry limited voting rights compared with ordinary shares.
Practical application: Companies maintain shareholder registers, issue voting cards, and provide electronic
voting platforms. Challenges: Managing dual-class structures, preventing vote dilution, and ensuring
equitable treatment of minority shareholders.

Whistle-Blowing Policy

Related terms: Protected disclosures, compliance hotline, retaliation safeguards. Explanation: An internal
framework that encourages employees to report misconduct, fraud, or regulatory breaches without fear of
retaliation. Example: A bank implements an encrypted whistle-blowing portal accessible to all staff
worldwide. Practical application: Policies outline reporting channels, investigation procedures, and
confidentiality guarantees. Challenges: Maintaining anonymity, handling false or malicious reports, and
ensuring timely remedial action.

Working Capital Management

Related terms: Liquidity, cash conversion cycle, financial ratios. Explanation: The administration of a
company's short-term assets and liabilities to ensure sufficient liquidity for operational needs. Example:
Efficient inventory turnover reduces cash tied up in stock, improving working capital. Practical application:
Boards monitor key metrics such as days sales outstanding (DSO) and days payable outstanding (DPO).
Challenges: Balancing supplier relationships, managing seasonal demand fluctuations, and mitigating credit
risk.
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