
G LO S S A RY

Professional Certificate in Company Law in the European Union

Shareholder Rights and Obligations

Annual General Meeting (AGM)
Concept: The principal forum where shareholders exercise key rights such as voting, receiving information,
and questioning directors. Related terms: ordinary resolution, extraordinary general meeting, notice of
meeting. Explanation: Under EU directives and national laws, the AGM must be convened at least once a
year. Shareholders receive the agenda, financial statements, and reports at least 21 days before the
meeting, unless a shorter notice is permitted. The AGM provides the venue for electing directors, approving
accounts, and appointing auditors. Example: A German AG (Aktiengesellschaft) calls its AGM on 15 June;
shareholders receive the prospectus on 20 May and may submit questions electronically. Practical
application: Companies must maintain a register of shareholders, schedule the AGM, and ensure electronic
voting platforms comply with the e‑Voting Regulation. Challenges: Coordinating global shareholders,
ensuring quorum, and managing proxy voting complexities, especially when shareholders hold shares
through nominee accounts.

Article 6 (1) of the Shareholder Rights Directive (SRD II)
Concept: EU provision granting shareholders the right to ask the company to call a general meeting.
Related terms: shareholder proposal, board of directors, threshold of 5 %. Explanation: If shareholders
holding at least 5 % of voting rights request a meeting, the board must convene one within three months,
unless a meeting is already scheduled. The request must be in writing and specify the purpose. Example: A
group of investors in a French SA holds 6 % of shares and submits a written request to the board to discuss
a potential merger. Practical application: Companies must monitor shareholdings and maintain procedures
for receiving and processing such requests promptly. Challenges: Verifying the authenticity of requests,
dealing with multiple simultaneous requests, and potential strategic abuse by activist investors.

Beneficial Owner
Concept: The natural person who ultimately enjoys the economic benefits of shares, regardless of the name
on the register. Related terms: nominee shareholder, transparent register, anti‑money‑laundering (AML).
Explanation: EU law requires identification of beneficial owners to combat illicit activities. Companies must
obtain and retain accurate information on the ultimate owners of voting rights and must disclose this to
competent authorities. Example: In a Dutch BV, shares are held by a trust; the trustee is the registered
shareholder, but the individual who receives dividends is the beneficial owner. Practical application: Firms
implement KYC (Know Your Customer) procedures and maintain updated beneficial‑owner registers.
Challenges: Complex ownership structures, cross‑border trusts, and privacy concerns under GDPR.

Board of Directors
Concept: The collective body elected by shareholders to manage the company’s affairs. Related terms:
independent director, executive director, fiduciary duty. Explanation: Directors owe duties of care, loyalty,
and obedience to the company and its shareholders. EU law harmonises certain governance standards, such
as the requirement for at least one independent director in listed companies. Example: An Irish PLC appoints
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three independent directors after a shareholder resolution mandates greater board independence. Practical
application: Directors must disclose conflicts of interest, maintain minutes, and act in the best interests of
the company while respecting shareholder rights. Challenges: Balancing strategic decisions with short‑term
shareholder expectations, and managing divergent interests among institutional and retail investors.

Call‑Off Rights
Concept: The ability of shareholders to request the cancellation of a planned meeting or agenda item.
Related terms: withdrawal of resolution, shareholder veto, notice period. Explanation: In certain jurisdictions,
shareholders holding a specified percentage may trigger a call‑off if they believe the agenda is inadequate.
The company must then reassess the agenda and possibly reconvene the meeting. Example: In an Italian
S.P.A., Shareholders with 10 % of voting rights request a call‑off of a meeting intended to approve a share
buy‑back that they deem undervalued. Practical application: Companies must monitor shareholder
communications and be prepared to adjust meeting logistics. Challenges: Potential for strategic delays,
increased administrative burden, and uncertainty for stakeholders.

Corporate Governance Code
Concept: A set of principles and best practices that guide the relationship between shareholders, the board,
and other stakeholders. Related terms: comply or explain, transparency, risk management. Explanation:
While not always legally binding, the EU encourages member states to adopt codes that promote
accountability, disclosure, and shareholder engagement. Companies listed on regulated markets must
disclose compliance with the applicable code. Example: A Spanish Sociedad Anónima publishes an annual
“comply or explain” statement detailing adherence to the Spanish Corporate Governance Code. Practical
application: Firms establish internal policies on remuneration, audit committees, and stakeholder
communication aligned with the code. Challenges: Aligning diverse national codes, avoiding “box‑ticking”
compliance, and ensuring meaningful disclosure.

Dividends
Concept: Distribution of a company’s profits to shareholders in proportion to their shareholding. Related
terms: interim dividend, final dividend, distribution policy. Explanation: Shareholders have a right to receive
dividends if declared by the board and approved by the AGM, subject to solvency and liquidity tests under
EU law. The amount and timing are usually set out in the company’s articles of association. Example: A
Swedish AB declares a 3 % interim dividend on 30 September, payable to shareholders of record on 15
October. Practical application: Companies must calculate dividend entitlements, withhold taxes where
applicable, and communicate payment details to shareholders. Challenges: Balancing dividend payouts with
reinvestment needs, managing expectations of dividend‑focused investors, and complying with
cross‑border tax regulations.

Drag‑Along Rights
Concept: A contractual provision allowing majority shareholders to compel minority shareholders to join in
the sale of the company on the same terms. Related terms: tag‑along rights, share purchase agreement,
minority protection. Explanation: Drag‑along clauses protect the interests of majority owners by preventing
minority blocks from obstructing a transaction. They must be exercised in good faith and often require a
minimum threshold (e.G., 75 % Of voting rights). Example: In a Dutch BV, shareholders holding 80 % trigger
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a drag‑along clause to sell the entire company to a private equity firm, obliging the remaining 20 % to sell
their shares on the same terms. Practical application: Companies draft shareholders’ agreements
incorporating drag‑along provisions, ensuring they are enforceable under national law. Challenges:
Potential abuse against minority shareholders, valuation disputes, and the need for clear procedural
safeguards.

Electronic Voting (e‑Voting)
Concept: The use of electronic platforms to cast votes at general meetings, enhancing accessibility and
efficiency. Related terms: digital signature, proxy voting, EU Regulation 2023/1234. Explanation: EU
directives promote e‑voting to increase participation, especially for cross‑border shareholders. Systems
must guarantee authentication, confidentiality, and auditability. Example: A French SA implements an
e‑voting portal that allows shareholders to vote on resolutions from any EU country, using a qualified
electronic signature. Practical application: Companies must select compliant e‑voting service providers,
integrate the platform with their register, and provide clear instructions to shareholders. Challenges:
Cybersecurity risks, varying national acceptance of electronic signatures, and ensuring equal treatment of all
voting methods.

Equity‑Linked Securities
Concept: Financial instruments whose value is tied to the underlying company’s equity, such as convertible
bonds or warrants. Related terms: conversion price, call option, rights issue. Explanation: Holders of
equity‑linked securities may acquire voting rights upon conversion, affecting shareholder composition. EU
law requires disclosure of their potential impact on control and voting power. Example: An Italian S.P.A.
Issues convertible bonds that can be converted into ordinary shares, potentially increasing the voting rights
of bondholders. Practical application: Companies disclose conversion ratios, timing, and potential dilution in
prospectuses and shareholder communications. Challenges: Managing dilution, anticipating changes in
voting dynamics, and complying with disclosure obligations.

Ex‑Post Shareholder Remedies
Concept: Legal actions available to shareholders after a breach of duty or violation of rights has occurred.
Related terms: derivative action, minority oppression, unfair prejudice. Explanation: EU law permits
shareholders to seek redress through courts, including claims for damages, injunctions, or orders to unwind
transactions. The threshold for standing varies by jurisdiction but often requires a minimum shareholding
(e.G., 5 %). Example: A group of shareholders in a Belgian NV brings a derivative action against directors for
approving an overpriced acquisition that harms the company. Practical application: Legal counsel assesses
the viability of claims, gathers evidence, and files proceedings in the appropriate jurisdiction. Challenges:
High litigation costs, proving director misconduct, and potential reputational damage to the company.

European Securities and Markets Authority (ESMA)
Concept: The EU supervisory authority responsible for ensuring consistent application of securities
legislation, including shareholder rights. Related terms: MiFID II, Transparency Directive, Regulatory
Technical Standards. Explanation: ESMA issues guidelines on voting transparency, proxy voting, and
disclosure of shareholder engagement, influencing national implementation of the Shareholder Rights
Directive. Example: ESMA publishes a Q&A on the calculation of voting rights for shares held through

Read online: https://certificates.lsba.org.uk/glossaries/3922131/
shareholder-rights-and-obligations

London School of Business and Administration · 25 Jun 2026



G LO S S A RY

intermediaries, clarifying how to report ultimate beneficial owners. Practical application: Companies monitor
ESMA publications to align reporting practices and avoid regulatory breaches. Challenges: Keeping pace
with evolving guidance, interpreting technical standards across multiple jurisdictions, and integrating
compliance into existing processes.

Executive Compensation
Concept: Remuneration paid to senior executives, often tied to performance metrics and shareholder
approval. Related terms: say‑on‑pay, performance share plan, claw‑back clause. Explanation: EU regulations
require listed companies to disclose remuneration policies and seek shareholder approval for annual pay
packages. Transparency aims to align executive incentives with shareholder interests. Example: A UK plc
publishes a remuneration report and holds a non‑binding vote (say‑on‑pay) at its AGM, where 70 % of
shareholders support the proposed executive bonuses. Practical application: Companies design
compensation structures, prepare detailed disclosures, and engage with shareholders ahead of the vote.
Challenges: Balancing competitive pay with shareholder expectations, managing activist scrutiny, and
navigating differing national disclosure rules.

Extraordinary General Meeting (EGM)
Concept: A meeting convened outside the regular AGM schedule to address urgent or specific matters.
Related terms: special resolution, notice of extraordinary meeting, threshold for convening. Explanation: An
EGM can be called by the board, shareholders holding a statutory minimum (often 5 % or more), or by a
court order. The agenda is limited to the matters specified in the notice. Example: A Dutch NV calls an EGM
to approve a capital increase after receiving a request from shareholders holding 7 % of voting rights.
Practical application: Companies must issue a notice, ensure quorum, and record decisions in accordance
with national law. Challenges: Rapid organization, ensuring adequate shareholder participation, and
managing potential market reactions to urgent decisions.

Fair Value
Concept: The price at which an asset would change hands between knowledgeable, willing parties in an
arm’s length transaction. Related terms: valuation methodology, impairment test, IFRS 13. Explanation:
When assessing share buy‑backs, mergers, or minority exits, companies must determine the fair value of
shares to protect shareholder interests and comply with EU accounting standards. Example: A German AG
conducts a fair‑value assessment before a share repurchase program, using discounted cash flow analysis to
set the buy‑back price. Practical application: Finance teams engage independent valuers, document
assumptions, and disclose methodology in financial statements. Challenges: Subjectivity in assumptions,
market volatility, and potential disputes over valuation accuracy.

Founders’ Shares
Concept: A class of shares allocated to company founders, often carrying special rights such as enhanced
voting power. Related terms: dual‑class structure, protective provisions, minority shareholder rights.
Explanation: EU law permits dual‑class shares provided that the articles disclose the rights clearly and that
shareholders are informed. However, certain jurisdictions impose restrictions to safeguard minority
interests. Example: A French start‑up issues “founders’ A shares” with ten votes per share, while ordinary B
shares have one vote each. Practical application: Companies must draft articles specifying the rights
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attached to each class and disclose the structure in prospectuses. Challenges: Potential investor resistance,
regulatory scrutiny, and the risk of entrenchment of control.

General Meeting Minutes
Concept: The official written record of decisions taken and discussions held at a shareholders’ meeting.
Related terms: record of resolutions, authentication, public filing. Explanation: Minutes must accurately
reflect the resolutions passed, voting results, and any dissenting opinions. They are often required to be
filed with the commercial register or made publicly available. Example: After its AGM, an Irish PLC files the
minutes with the Companies Registration Office, noting a 95 % approval of the annual accounts. Practical
application: Secretaries draft minutes promptly, ensure they are signed by the chair, and store them in the
company’s statutory books. Challenges: Ensuring completeness, handling language translations for
cross‑border shareholders, and maintaining confidentiality where required.

Good Faith
Concept: A principle requiring shareholders and directors to act honestly and fairly in exercising their rights
and duties. Related terms: fiduciary duty, abuse of rights, legitimate expectation. Explanation: EU
jurisprudence interprets “good faith” as a standard that prevents shareholders from exercising rights
primarily to obstruct the company’s business. Courts may invalidate actions that constitute an abuse of
rights. Example: A minority shareholder repeatedly votes against all resolutions solely to delay a merger,
prompting the court to deem the conduct an abuse of rights. Practical application: Legal counsel advises
shareholders on the limits of dissent and prepares defenses against accusations of bad faith. Challenges:
Defining the boundary between legitimate dissent and abusive conduct, especially in activist campaigns.

Holding Company
Concept: A corporation that owns enough voting stock in another company to control its policies and
management. Related terms: subsidiary, group structure, consolidated financial statements. Explanation: EU
competition law imposes thresholds (e.G., 25 % Shareholding) for determining control. Shareholders of a
holding company indirectly influence the subsidiaries’ governance. Example: A Luxembourg holding
company owns 60 % of a French operating company, thereby directing its strategic decisions. Practical
application: Consolidation accounting, group governance policies, and intra‑group voting arrangements
must be aligned. Challenges: Navigating cross‑border regulatory regimes, ensuring transparency of ultimate
control, and managing minority interests in subsidiaries.

Indemnification
Concept: A company’s promise to compensate directors or officers for liabilities incurred in the performance
of their duties. Related terms: director’s insurance, liability shield, corporate resolution. Explanation: While
EU law does not mandate indemnification, many companies adopt clauses to attract qualified directors.
Indemnification must not contravene public policy or the duty to act in the company’s best interests.
Example: A Dutch NV adopts a resolution granting indemnity to directors for liabilities arising from lawful
corporate actions. Practical application: Boards approve indemnity clauses, and insurers provide
directors‑and‑officers (D&O) coverage. Challenges: Balancing protection with accountability, especially in
cases of gross negligence or fraud.
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Initial Public Offering (IPO)
Concept: The process by which a private company offers its shares to the public for the first time. Related
terms: prospectus, listing rules, underwriting. Explanation: EU prospectus regulation requires detailed
disclosure of rights attached to shares, voting structures, and shareholder protection mechanisms. The IPO
creates a broad shareholder base with diverse rights. Example: A Spanish start‑up files a prospectus with the
CNMV, outlining that each share carries one vote and detailing the dividend policy. Practical application:
Companies coordinate with advisors, regulators, and exchanges to structure the offering, set pricing, and
communicate rights to prospective investors. Challenges: Managing lock‑up periods, ensuring ongoing
compliance with disclosure obligations, and integrating new shareholders into governance processes.

Joint Stock Company (JSC)
Concept: A corporate form where capital is divided into shares that can be transferred freely, commonly
used in EU jurisdictions. Related terms: public limited company, share register, stock exchange. Explanation:
JSCs are subject to specific governance rules, including mandatory AGMs, audit committees, and
shareholder voting thresholds. The structure facilitates broad ownership and liquidity. Example: An Austrian
AG must hold an AGM within six months of the fiscal year‑end and file annual accounts with the commercial
register. Practical application: Companies maintain a share register, comply with reporting deadlines, and
facilitate shareholder communication. Challenges: Complex compliance in multi‑jurisdictional groups,
ensuring accurate shareholder records, and dealing with nominee holdings.

Lawful Exercise of Voting Rights
Concept: The right of shareholders to vote on resolutions in a manner consistent with legal and contractual
constraints. Related terms: proxy appointment, voting threshold, abuse of rights doctrine. Explanation:
Shareholders must adhere to procedural rules (notice, quorum) and cannot use voting power to achieve
unlawful objectives, such as colluding to block a legitimate takeover. Example: A coalition of shareholders
uses their combined votes to block a proposed merger, but the court finds the motive was to protect
personal interests contrary to the company’s best interests, deeming it an abuse. Practical application: Legal
teams review voting strategies and ensure compliance with statutory and contractual provisions. Challenges:
Distinguishing legitimate strategic voting from prohibited conduct, especially in contentious corporate
actions.

Minority Shareholder Protection
Concept: Legal mechanisms designed to safeguard the interests of shareholders who do not control the
company. Related terms: oppression remedy, derivative action, tag‑along rights. Explanation: EU directives
require that shareholders be able to bring actions for unfair prejudice, obtain information, and receive
equitable treatment in transactions. National laws often codify these protections. Example: A minority
shareholder in a Belgian NV files a petition for unfair prejudice after the majority dilutes their stake without
proper disclosure. Practical application: Companies adopt governance policies that include tag‑along
clauses, transparent reporting, and fair voting procedures. Challenges: Balancing protective measures with
the efficiency of decision‑making, and preventing frivolous litigation.

Nominee Shareholder
Concept: An entity that holds shares on behalf of the actual (beneficial) owner, often used by custodians
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and brokers. Related terms: intermediary, beneficial ownership register, voting proxy. Explanation: Under EU
AML directives, the nominee must disclose the identity of the beneficial owner to the company and relevant
authorities. Voting rights may be exercised through the nominee, who must follow the principal’s
instructions. Example: A Luxembourg custodian holds shares of a French SA as nominee for an institutional
investor, forwarding voting instructions received via an electronic portal. Practical application: Companies
maintain records of nominee arrangements and provide mechanisms for principals to submit votes.
Challenges: Ensuring accurate identification, dealing with multiple layers of intermediaries, and addressing
conflicts of interest.

Oppression Remedy
Concept: A legal claim available to shareholders who allege that the company’s affairs are being conducted
in a manner oppressive, unfairly prejudicial, or discriminatory. Related terms: unfair prejudice, derivative
action, court‑ordered buy‑out. Explanation: EU law encourages member states to provide mechanisms for
aggrieved shareholders to seek relief, which may include ordering the company to buy out the petitioner’s
shares at a fair value. Example: A minority shareholder in an Irish PLC alleges that the directors have
excluded them from strategic decisions, prompting the High Court to order a buy‑out at market price.
Practical application: Legal counsel assesses the merits of oppression claims, gathers evidence of
misconduct, and negotiates settlements where possible. Challenges: Proving oppression, quantifying
damages, and the potential disruption to corporate governance.

Participating Shares
Concept: Shares that entitle the holder to receive dividends and participate in the distribution of assets
upon liquidation. Related terms: preemptive rights, non‑participating preference shares, liquidation
preference. Explanation: Participating shares may have enhanced rights, such as a fixed dividend plus a
share of residual profits. EU law requires clear disclosure of these rights in the articles of association.
Example: A German AG issues participating preferred shares that receive a 5 % dividend and a proportionate
share of any remaining assets after liquidation. Practical application: Companies must calculate dividend
obligations and disclose participation terms in financial statements. Challenges: Complex allocation of
residual assets, especially when multiple classes of shares exist, and potential conflicts with ordinary
shareholders.

Pre‑Emptive Rights
Concept: The right of existing shareholders to maintain their proportional ownership by being offered new
shares before they are offered to external investors. Related terms: rights issue, subscription ratio, dilution
protection. Explanation: Under EU law, companies must offer pre‑emptive rights in proportion to existing
holdings unless expressly waived in the articles. The rights are usually exercisable within a set period.
Example: A French SA announces a rights issue, granting each shareholder one new share for every ten held,
with a subscription price of €10. Practical application: Companies prepare subscription documents, manage
the allocation process, and ensure compliance with timing rules. Challenges: Managing oversubscription,
coordinating with brokers, and addressing the impact on share price.

Proxy Voting
Concept: The delegation of voting rights to another person (the proxy) to act on the shareholder’s behalf at
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a meeting. Related terms: proxy form, authorised representative, electronic proxy. Explanation: Shareholders
may appoint a proxy by completing a form that specifies how the proxy should vote. EU regulations require
that proxies receive the same information as the shareholder. Example: A shareholder in a Dutch NV
appoints their legal counsel as proxy, providing written instructions to vote for the remuneration report.
Practical application: Companies must accept proxy forms, verify their validity, and record proxy votes in the
meeting minutes. Challenges: Ensuring authenticity, preventing double voting, and handling electronic
proxies in jurisdictions with differing legal acceptance.

Qualified Majority
Concept: A voting threshold higher than a simple majority, often required for fundamental corporate
decisions. Related terms: special resolution, super‑majority, capital reduction. Explanation: EU law typically
sets a qualified majority at 75 % of votes cast for resolutions such as amendments to articles of association,
mergers, or dissolution. The exact percentage may vary by national law. Seeks to amend its articles to
introduce a dual‑class share structure, requiring a 75 % vote at an EGM. Practical application: Boards
calculate voting outcomes, communicate the required threshold to shareholders, and plan for potential
shortfalls. Challenges: Achieving the higher threshold, especially in dispersed shareholder bases, and
managing dissenting minority groups.

Rights Issue
Concept: An offering of new shares to existing shareholders, usually at a discount, to raise additional capital.
Related terms: subscription price, pre‑emptive rights, dilution. Explanation: The Shareholder Rights Directive
mandates that rights issues be accompanied by clear information on the purpose, pricing, and impact on
voting rights. The issue must be proportionate to existing holdings unless waived. Example: A Spanish
Sociedad Anónima launches a rights issue offering one new share for every five held, at €8 per share, to
fund a new production line. Practical application: Companies coordinate with underwriters, prepare a
prospectus, and manage the subscription process. Challenges: Market perception of the issue, potential
oversubscription, and ensuring adequate take‑up by shareholders.

Shareholder Activism
Concept: The practice of shareholders using their rights to influence corporate behaviour, policies, or
governance. Related terms: proxy contest, environmental, social, and governance (ESG), board challenge.
Explanation: Activist shareholders may propose resolutions, demand changes in management, or launch
public campaigns. EU law provides mechanisms for submitting proposals and voting on them, subject to
thresholds. Example: An activist hedge fund in the UK files a resolution calling for the removal of two
directors, citing poor ESG performance, and circulates the proposal to all shareholders. Practical application:
Companies monitor activist activities, engage with shareholders, and may negotiate settlements or adopt
reforms. Challenges: Balancing short‑term market pressures with long‑term strategy, managing reputational
risk, and dealing with hostile takeovers.

Shareholder Agreements
Concept: Private contracts among shareholders that supplement the articles of association, governing
relationships, voting arrangements, and exit mechanisms. Related terms: drag‑along clause, tag‑along
clause, deadlock provision. Explanation: While not part of public company law, shareholder agreements are
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enforceable under contract law and often contain provisions on voting, transfer restrictions, and dispute
resolution. They must not contravene mandatory statutory provisions. Example: A group of founders of a
Dutch BV signs a shareholders’ agreement that includes a deadlock‑breaking mechanism requiring
mediation if a 50 % voting split cannot be resolved. Practical application: Legal counsel drafts and reviews
agreements to ensure compliance with EU and national law. Challenges: Enforcing provisions against
non‑signatory shareholders, aligning the agreement with public filings, and managing confidentiality.

Shareholder Dispute Resolution
Concept: The set of procedures and forums available to resolve conflicts between shareholders or between
shareholders and the company. Related terms: mediation, arbitration, court litigation. Explanation: EU law
encourages alternative dispute resolution (ADR) mechanisms to reduce litigation costs and preserve
business relationships. Many jurisdictions provide specialized commercial courts for corporate disputes.
Example: Two minority shareholders in a French SA dispute the allocation of a dividend; they agree to
mediate under the French Chamber of Commerce’s ADR scheme. Practical application: Parties select an ADR
method, appoint a neutral mediator, and agree on binding outcomes where appropriate. Challenges:
Enforcing ADR decisions across borders, ensuring confidentiality, and achieving a satisfactory resolution for
all parties.

Shareholder Engagement
Concept: Ongoing communication between the company and its shareholders to inform, consult, and
involve them in corporate matters. Related terms: investor relations, annual report, materiality threshold.
Explanation: The Shareholder Rights Directive requires companies to disclose how they engage with
shareholders, including the frequency and methods of communication. Effective engagement enhances
transparency and reduces the risk of activist interventions. Example: A German AG publishes an investor
relations webpage detailing its ESG strategy, upcoming meetings, and a Q&A portal for shareholder
queries. Practical application: Companies develop engagement policies, schedule regular updates, and track
feedback from shareholders. Challenges: Managing diverse shareholder expectations, addressing language
barriers, and integrating feedback into strategic decisions.

Shareholder Loans
Concept: Debt provided by shareholders to the company, often on flexible terms, that may convert into
equity. Related terms: subordination, interest rate, conversion clause. Explanation: EU law treats shareholder
loans as ordinary debt, but they may be subject to scrutiny if used to circumvent capital maintenance rules.
Interest must be at arm’s length, and conversion rights must be disclosed. Example: A French SA receives a
€5 million loan from a shareholder, with a convertible option to acquire 10 % of the company’s shares at a
future date. Practical application: Companies document loan terms, ensure compliance with capital
adequacy, and disclose the arrangement in financial statements. Challenges: Balancing the benefits of
flexible financing with the risk of perceived preferential treatment of insiders.

Shareholder Resolutions
Concept: Formal proposals submitted by shareholders for consideration and voting at a general meeting.
Related terms: ordinary resolution, special resolution, resolution threshold. Explanation: Resolutions may
cover a wide range of matters, from approving accounts to amending articles. EU law sets procedural

Read online: https://certificates.lsba.org.uk/glossaries/3922131/
shareholder-rights-and-obligations

London School of Business and Administration · 25 Jun 2026



G LO S S A RY

requirements for submission, including minimum shareholding percentages and notice periods. Example: A
shareholder group holding 6 % of voting rights submits a resolution to request a review of the company’s
remuneration policy at the AGM. Practical application: Companies receive resolutions, verify compliance
with filing requirements, and schedule them for discussion at the meeting. Challenges: Managing a high
volume of proposals, ensuring adequate time for deliberation, and addressing contentious issues.

Shareholder Rights Directive (SRD II)
Concept: EU legislation (Directive 2017/828) that modernises and strengthens shareholders’ rights, aiming
to improve corporate governance and long‑term investment. Related terms: transparency, activism,
remuneration reporting. Explanation: SRD II introduces measures such as mandatory disclosure of voting
behavior, enhanced reporting on ESG policies, and the right to ask for a general meeting. It harmonises
certain aspects of shareholder participation across the EU. Example: A listed company in Spain must publish
an annual report on how it has implemented the SRD II requirements, including the proportion of votes cast
on each resolution. Practical application: Boards implement internal controls to track voting, engage with
shareholders on ESG matters, and ensure timely filing of disclosures. Challenges: Aligning diverse national
implementations, handling the administrative burden of additional reporting, and integrating ESG
considerations into strategy.

Shareholder Voting Thresholds
Concept: The minimum proportion of votes required for a resolution to be adopted. Related terms: simple
majority, qualified majority, quorum. Explanation: EU law distinguishes between ordinary resolutions
(typically a simple majority of votes cast) and special resolutions (requiring a qualified majority, often 75 %).
Certain matters, such as dissolution, may have even higher thresholds. Example: An Irish PLC seeks to
approve a merger, which under its articles requires a 75 % qualified majority of votes cast at the AGM.
Practical application: Companies calculate expected voting outcomes, communicate thresholds to
shareholders, and may conduct pre‑meeting polls to gauge support. Challenges: Achieving sufficient
support, especially when shareholders are fragmented, and dealing with abstentions that affect the
calculation of percentages.

Shareholder Voting Rights
Concept: The entitlement of shareholders to vote on corporate matters, proportionate to the number of
shares held. Related terms: one share, one vote, dual‑class shares, voting trust. Explanation: EU directives
promote the principle of equal voting rights, though exceptions exist for dual‑class structures if disclosed.
Voting rights may be exercised in person, by proxy, or electronically. Example: A French SA issues Class A
shares with ten votes each and Class B shares with one vote each, a structure disclosed in the prospectus.
Practical application: Companies maintain a share register, provide voting instructions, and record results in
accordance with statutory requirements. Challenges: Managing dual‑class complexities, ensuring fairness for
minority shareholders, and complying with disclosure obligations.

Shareholder Voting Trust
Concept: An arrangement where shareholders transfer their voting rights to a trustee for a specified period,
often to consolidate voting power. Related terms: trust deed, beneficiary, voting agreement. Explanation:
Voting trusts are permissible under EU law provided they are transparent and do not undermine corporate
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governance. The trustee must act in accordance with the instructions of the beneficiaries. Example: A group
of shareholders in a German AG transfers their votes to a voting trust to collectively support a board
candidate at the AGM. Practical application: Parties execute a trust deed, register the arrangement with the
company, and the trustee votes as instructed. Challenges: Ensuring the trust does not concentrate undue
influence, complying with disclosure requirements, and handling potential conflicts of interest.

Shareholder Withdrawal of a Resolution
Concept: The ability of a shareholder to retract a previously submitted resolution before it is considered at a
meeting. Related terms: revocation, notice of withdrawal, procedural deadline. Explanation: EU law permits
withdrawal of a resolution if done before the meeting’s notice is published or before the meeting
commences, ensuring that the agenda reflects current shareholder intent. Example: A shareholder in a
Belgian NV submits a resolution to amend the articles but withdraws it two days before the AGM after
reaching a private agreement with the board. Practical application: The company updates the meeting
agenda, informs all shareholders of the withdrawal, and adjusts the documentation accordingly. Challenges:
Coordinating timing, preventing confusion among participants, and managing the administrative updates.

Shareholder Withdrawal of Proxy
Concept: The right of a shareholder to revoke a previously appointed proxy before the voting takes place.
Related terms: revocation notice, proxy form, timing of revocation. Explanation: Under EU regulations, a
proxy may be withdrawn at any time before the vote is cast, provided the revocation is communicated in a
manner prescribed by the company’s articles. Example: A shareholder revokes a proxy appointment via
email to the company’s secretary two hours before the AGM, instructing the company to record the
revocation. Practical application: Companies must have procedures to accept revocations, verify the identity
of the withdrawing shareholder, and update the voting register. Challenges: Ensuring the revocation is
received in time, preventing duplicate voting, and maintaining accurate records.

Shareholder Withdrawal of Shareholder Rights
Concept: The voluntary relinquishment by a shareholder of certain rights, such as voting or dividend
entitlement, often in exchange for consideration. Related terms: waiver, settlement agreement, rights
surrender. Explanation: While uncommon, shareholders may agree to waive rights as part of a restructuring
or settlement. Such waivers must be documented and, where required, filed with the commercial register.
Example: In a Dutch NV, a minority shareholder surrenders voting rights on a specific resolution in exchange
for a cash payment as part of a settlement. Practical application: Legal counsel drafts waiver agreements,
ensures compliance with statutory limits, and obtains necessary approvals. Challenges: Validity of the waiver,
potential challenges by other shareholders, and ensuring the transaction does not breach fiduciary duties.

Shareholder Withdrawal of Shareholder Proposals
Concept: The act of retracting a previously submitted proposal for a shareholder resolution before it is
placed on the meeting agenda. Related terms: proposal revocation, notice period, agenda amendment.
Explanation: EU law allows shareholders to withdraw a proposal if the withdrawal occurs before the meeting
notice is issued or before the meeting begins, preventing unnecessary discussion of obsolete items.
Example: A shareholder group in an Italian S.P.A.

Read online: https://certificates.lsba.org.uk/glossaries/3922131/
shareholder-rights-and-obligations
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