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In other words, ERAFP intends to 
be an active shareholder and, to 
that end, engage with those issuers 
in which it has either made or is 
considering an investment. 

This engagement includes all forms of 
dialogue between an institutional inves-
tor and a company/an issuer: 

 _ Public or targeted communications 
(e.g. via “customised” mailings), 

 _ Meetings with management, 

 _ Collaborative engagement initiatives,

 _ Voting at shareholders’ meetings, 

 _ etc. 

Depending on the investment method 
(direct or delegated to asset managers), 
the engagement may be performed 
directly by the investor or delegated to 
a service provider. 

The approach may be conducted indi-
vidually or collectively, for example 
through alliances or shareholder and 
institutional investor coalitions. 

The engagement process and its various 
components (e.g. exercise of voting rights) 
is more effective when circumscribed by 
guidelines. In the specific case of voting, 

the guidelines specify the investor’s posi-
tion on issues that may be addressed in 
shareholders’ meeting resolutions (equity 
transactions, composition of the Board 
of Directors, executive remuneration, 
social and environmental issues, etc.). 

ERAFP’s SRI guidelines on companies 
address — under the value of Good 
Governance and Transparency — certain 
subjects that come up for a vote at share-
holders’ meetings, but these guidelines 
are not sufficiently detailed to cover in 
a comprehensive manner all resolutions 
presented to the shareholders’ meeting 
for approval. 

ERAFP has therefore decided to adopt 
guidelines for engagement, including 
the exercise of voting rights. 

These guidelines serve as a reference 
for ERAFP’s proxies to fulfil their respec-
tive mandates. They therefore cover the 
following categories of activities: 

 _ Shareholder engagement; 

 _ Exercise of voting rights. 

The section of these guidelines relating 
to the exercise of voting rights is reviewed 
annually.

“ERAFP is determined to sup-
port, on a long-term basis, those 
organisations in which it has 
decided to invest, by exercising its 
responsibilities as shareholder 
or stakeholder in such a way as 
to sustainably promote, within 
these entities, practices that 
respect the values it supports.”

Under its 
SRI Charter,
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As a long-term investor, ERAFP has a duty to act in the long-
term interests of its beneficiaries. In this fiduciary role, ERAFP 
believes that environmental, social and governance (ESG) 
issues can influence investment portfolio performance. 

Since it was founded, ERAFP is convinced 
that taking ESG issues into account will 
make the Scheme more likely to satisfy 
its commitments to beneficiaries and 
align its investment activities with the 
general interests of society as a whole. 

In 2006, ERAFP became a signatory 
to the Principles for Responsible 
Investment (PRI) of the United Nations 
(www.unpri.org). 

ERAFP’s SRI policy therefore needs to 
be consistent with the PRI. 

Consequently, because it is compatible 
with our fiduciary responsibility, i.e. our 
responsibility to the Scheme’s benefi-
ciaries, we have made the following 
commitments: 

 _ We incorporate ESG considerations 
into our investment analysis and deci-
sion-making processes. 

 _ We are active owners and incorporate 
ESG issues into an ownership policies 
and practices.

 _ We ask appropriate disclosure on ESG 
issues by the entities in which we 
invest. 

 _ We promote the acceptance and imple-
mentation of the Principles within the 
investment industry. 

 _ We work with the other PRI signatories 
in order to enhance our effectiveness 
in implementing the Principles. 

 _ We report individually on our activities 
and progress towards implementing 
the Principles.
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ERAFP’s equity investments are made through French-regis-
tered investment funds (FCPs) whose management is delegated 
to investment companies. As a result, ERAFP:

 _ does not directly own the shares in 
the portfolio but instead owns shares 
in the FCPs; 

 _ does not therefore directly exercise 
the voting rights associated with the 
shares making up the portfolios. 

However, ERAFP’s investment mandates 
specify that “the mandate-holder agrees 
to exercise the voting rights attached to 
the FCP’s financial instruments in the 
exclusive interests of ERAFP, in accord-
ance with its orientations, and, in par-
ticular, in compliance with the SRI 
Charter”. 

Once ERAFP adopts guidelines for share-
holder engagement and the exercise of 
voting rights, these guidelines are to be 
followed by the investment mandate-hold-
ers in the review of the resolutions sub-
mitted to shareholders’ meetings and 
in the exercise of corresponding voting 
rights. 

ERAFP asks that the reporting performed 
by the investment companies under their 
mandate contain a description of the 
manner in which they take into account 
its guidelines as regards shareholder 
engagement and the exercise of voting 
rights. 

ERAFP’s policy is to remain a non-con-
trolling shareholder, whose relative share 
ownership varies in accordance with the 
management decisions taken by its fund 
managers. Consequently, it does not 
need to be represented in the companies’ 
governance bodies.

Following the revision of the ERAFP’s 
SRI Charter in 2016, undertaken by the 
Board of Directors to accompany the 
diversification of the Scheme’s invest-
ments and adapt to extra-financial 
developments, the SRI approach was 
enhanced by a mechanism for more 
in-depth monitoring of controversial 
issues.

In this context, the management com-
panies are required to monitor the con-
troversial issues to which the issuers 
may be exposed. As part of ERAFP’s 
shareholder engagement, discussions 
are entered into with the companies 
involved in proven breaches of interna-
tional standards, particularly with regard 
to the following fundamental principles:

 _ Universal Declaration of Human Rights, 

 _ ILO Declaration on Fundamental Prin-
ciples and Rights at Work, 

 _ Rio Declaration on Environment and 
Development, 

 _ United Nations Conventions (particu-
larly that against corruption). 

These discussions are conducted by the 
ERAFP mandate-holder concerned by 
the investment.

A long-term 
committed 
shareholder
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TRANSPARENCY AS REGARDS 
ESG PERFORMANCE 

It is in the interests of shareholders and investors to have 
access to sufficient information on companies’ environmental, 
social and governance policies and practices in order to assess 
and compare their risks and performance in these areas. 

One obstacle to the incorporation of ESG 
performance criteria into investment 
decision-making is the lack of useful 
and comparable information. 

ERAFP prefers the most widely used 
reporting standards whose governance 
is transparent and includes the stake-
holders, such as the Global Reporting 
Initiative (GRI), Carbon Disclosure Project 
(CDP), and the Extractive Industries 
Transparency Initiative (EITI). 

ERAFP has expressed its interest in the 
Global Initiative Sustainability Ratings1 
(GISR), launched in June 2011 and aimed 
at improving the quality and reliability 
of company ESG performance assessment 
systems. 

ERAFP confirms its interest in reports, 
preferably those drafted by independent 
third parties, that assess the non-finan-
cial risks associated with a project, site, 

practice or type of product and that make 
recommendations on ways to improve 
the management of these risks. Moreover, 
ERAFP encourages the companies to 
disclose their discretionary financial 
contributions or other forms of contri-
butions to lobbying groups or political 
and non-governmental organisations.

Considering that the consequences of 
climate change are probably one of the 
risk factors most likely to have a long-
term impact on the valuation of its assets, 
ERAFP supports the recommendations 
of the Task Force on Climate-related 
Financial Disclosures (TCFD) aimed at 
measuring climate change-related risks 
and opportunities for investors and com-
panies. ERAFP also adheres to the 
requirements of article 173 of the French 
Energy Transition for Green Growth Act. 

1_  See http://www.ceres.org/press/press-releases/a-single-measure-unbiased-results-ceres-tellus-un-
veil-global-initiative-for-a-standardized-comprehensive-corporate-sustainability-rating
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ERAFP reiterates its wish that the companies in 
which it invests adopt policies and management 
systems in order to exercise their activities 
in accordance with the laws and regulations 
of their host countries and international law 
as established by treaties, declarations, con-
ventions and other laws widely adopted by the 
international community or that are multilat-
eral, in particular: 

 _ Universal Declaration of Human Rights; 

 _ United Nations Guiding Principles on 
Business and Human Rights; 

 _ Conventions adopted by the Interna-
tional Labour Organisation (ILO), 
specifically: 

 _ Convention 87 on the freedom of asso-
ciation; 

 _ Convention 98 on the right to organ-
ise and collective bargaining; 

 _ Conventions 29 and 105 on forced 
labour; 

 _ Convention 111 on employment dis-
crimination; 

 _ Convention 100 on equal remunera-
tion; 

 _ Conventions 138 and 182 on child 
labour; 

 _ Convention 155 on occupational safety 
and health; 

 _ International Covenant on Economic, 
Social and Cultural Rights; 

 _ United Nations Declaration on the 
Rights of Indigenous Peoples; 

 _ Rio Declaration on the Environment 
and Development;

 _ United Nations Convention Against 
Corruption; 

 _ OECD Convention on Combating Brib-
ery of Foreign Public Officials in Inter-
national Business Transactions; 

 _ OECD Guidelines for Multinational 
Enterprises; 

 _ OECD Principles of Corporate Gov-
ernance.

SOCIAL AND SOCIETAL RESPONSIBILITY 
AND COMPLIANCE WITH NATIONAL AND 
INTERNATIONAL LAW 

Policies and 
management 
systems in 
accordance with 
national and 
international law
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ERAFP reiterates its emphasis on a 
dialogue with internal and external 
stakeholders, which represents a source 
of sustainable company performance: 
in order to manage their ESG risks effec-
tively, companies have an interest in 
discussing and reaching agreement with 
the stakeholders of their projects 
(employees, shareholders, lenders, 
suppliers, clients, local communities, 
NGOs). 

As a public service additional pension 
scheme naturally attached to public 
service and its related values, ERAFP 
is concerned about the growth on one 
hand of tax evasion and on the other of 
legally abusive structures designed 
essentially to avoid tax (aggressive tax 
optimisation). ERAFP is sensitive to the 
role played in the marked rise in this 
practice by territories considered to be 
legal and tax havens. ERAFP therefore 
advocates the application in corporate 
financial reporting of financial trans-
parency requirements, and in particular 
individual financial reporting for each 
country in which a company is present. 
It is with this in mind that ERAFP will 
support any shareholder or issuer-led 
initiatives that promote financial trans-
parency and the payment by companies 
of taxes due in the countries where they 
operate and produce or market their 
products and services.

Lastly, ERAFP welcomes the adoption 
by the 193 UN member states of the 
2030 Agenda for Sustainable Development, 
in September 2015. This programme is 
based on 17 sustainable development 
goals (SDGs)5 that, together with the 
Paris Agreement6 on climate change, 
aim to eradicate all forms of poverty, 
fight inequality and combat global warm-
ing, while ensuring that no stakeholder 
is excluded. While the SDGs are not 
legally binding, they are nevertheless a 
significant step forward as regards 
measuring the impact of corporate activ-
ities in these areas. ERAFP therefore 
encourages companies to commit to the 
SDGs and to uphold the Paris Agreement. 

These agreements provide universal references through which 
company behaviours can be objectively assessed and ensure 
the greatest comprehensiveness of topics discussed. 

ERAFP welcomes the adoption of the United Nations Guiding 
Principles on Business and Human Rights2. It also welcomes 
the OECD alignment of its Guidelines for Multinational 
Enterprises3 with this UN text and its conceptual “protect, 
respect and remedy” framework, and the adoption, to a lesser 
extent, by the International Finance Corporation4 of these 
same principles. Although these guiding principles are not 
legally binding, they nevertheless constitute a major step 
forward in terms of evaluating the impact of business activ-
ities on human rights. As such, ERAFP favours the implemen-
tation in OECD member states of National Contact Points with 
extensive powers. 

ERAFP underscores that respect for international law, nota-
bly the ILO principles, can have a positive impact as regards 
the working conditions of local employees. This improvement 
can then affect disposable income and consumption of health-
care and educational services and goods. Companies thereby 
indirectly contribute to improvements in the skills of workers 
even as they open up new markets. Since economic develop-
ment is closely correlated to the existence of political democ-
racy, this development enables companies to pursue their 
activities in a more stable and secure context. 

5_ https://www.un.org/sustainabledevelopment/fr/objectifs-de-developpement-durable/ 

6_  http://unfccc.int/resource/docs/2015/cop21/fre/l09r01f.pdf

2_  https://www.ohchr.org/Documents/Publications/GuidingPrinciplesBusinessHR_EN.pdf

3_ http://www.oecd.org/daf/inv/mne/48004323.pdf

4_  https://www.ifc.org/wps/wcm/connect/012f5800-acf6-42d1-807f-67f712a35420/UNGPsandIFC-SF-DRAFT.%20
pdf?MOD=AJPERES&CVID=jonf21S

An investor 
attached to public 
service and its 
related values
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LONG-TERM SHARE OWNERSHIP 

ERAFP is, by its nature, a long-term 
investor inclined to hold securities in 
its portfolio over a number of years. In 
a decision taken at its meeting of 10 
November 2005, ERAFP’s board of direc-
tors resolved to “adopt an investment 
policy that takes into account the public 
interest, in a proactive and ongoing 
manner. Indeed, the board of directors 
believes that investments made with a 
sole view to maximise financial profit 
ignore social, economic and environ-
mental impacts. By contrast, by invest-
ing in accordance with pre-established 
values, as reiterated in these guidelines, 
the board seeks to both increase the 
value of the businesses, companies, 
public authorities and governments that 
comply with this set of values and con-
tribute to their wider application.”7 

With this in mind and in respect of its 
equity investments, ERAFP is commit-
ted to promoting the strategies of com-
panies that require the short, medium 
and long-term economic, social and 
environmental impact of decisions to 
be taken into account in an integrated 
manner. Accordingly, the assessment 
of a company’s performance cannot be 
based solely on the analysis of financial 
factors, but must also include that of 
criteria giving a broader appreciation of 
the consistency of its business plan with 
sustainable and responsible development 
goals. For example, ERAFP seeks to 
promote: 

 _ profit distribution policies that prior-
itise maintaining the necessary balance 
between investment capacity, debt, 
employee remuneration and share-
holder remuneration. As such, ERAFP 
supports the concept of the “respon-
sible dividend”; 

 _ executive pay systems that incentiv-
ise managers to seek to improve the 
company’s social and environmental 
practices.

For ERAFP, the issue of securing share-
holder loyalty is crucial. It is therefore 
sensitive to the various proposals that 
encourage and reward long-term share-
holder engagement. 

The two mechanisms most frequently used by companies to 
attract and keep shareholders are the introduction of double 
voting rights and the use of the loyalty dividend, for which 
investors are eligible if they hold shares on a registered basis 
for two or more years. 

ERAFP believes that shareholders’ voting rights should be 
proportional to their respective holdings, as the allocation of 
double voting rights can lead to significant distortions between 
the share of a company’s capital that a shareholder owns and 
his actual level of control. 

Using a loyalty dividend does not carry the same risk and can 
therefore be considered an appropriate way of rewarding 
shareholders who have held their shares for a number of 
years, especially as in some countries - France, for example - 
there is little interest for an influential shareholder to abuse 
this practice because the law8 limits: 

 _ the dividend gross-up to 10%;

 _ the shareholder’s maximum holdings eligible for the loyalty 
dividend to 0,5% of the company’s equity. 

However, neither of these two mechanisms constitutes a 
genuinely effective incentive to long-term share ownership, 
at least for an institutional investor like ERAFP. This is because 
only investors with registered shares are likely to benefit from 
this type of system, whereas most institutional investors hold 
shares in bearer form to avoid the associated bureaucracy 
and the cost involved in transferring shares into a registered 
account. 

An assessment based 
on ESG criteria

7_  Extract from ERAFP’s SRI Charter 8_  Article L.232-14 of the French commercial code (Code de commerce)

An investment 
policy that takes 
into account 
the public interest
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In 2022, ERAFP will focus in particular on col-
laborative initiatives and investor coalitions 
covering the following main themes: 

 _ promoting strategies that comply with the objectives of the 
Paris Agreement, including clearly defined objectives and 
action plans to achieve carbon neutrality by 2050;

 _ promoting a clearly defined governance framework that 
includes the management of climate change-related risks 
and opportunities at the highest level of responsibility of a 
company’s management bodies;

 _ contributing positively to the SDGs by encouraging the 
assessment of activities’ impact on the SDGs and by dis-
seminating best practices;

 _ combatting aggressive tax optimisation, in particular by 
promoting greater transparency in financial reporting by 
multinational groups;

ERAFP’s position on matters likely to be sub-
ject to discussion at shareholder meetings is 
detailed in the following section on voting policy. 
In 2022, in the context of implementing this 
policy, ERAFP will pay particular attention to 
the following themes:

 _ transparency of the company’s business and its financial 
position;

 _ the implementation of responsible dividend distribution 
policies;

 _ the proportion of women on boards;

 _ the promotion of the principles of transparency, equity and 
moderation in determining executive remuneration;

 _ the consideration of CSR issues, particularly climate change, 
in corporate governance.
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The guidelines listed below describe ERAFP’s 
policy for exercising voting rights during the 
2022 shareholders’ meeting season. This policy 
consists of two parts: 

 _ the first describes the voting principles for each major topic 
of resolutions submitted for a shareholder vote;

 _ the second constitutes a working tool for internal use and 
for use by investment companies to which ERAFP has del-
egated the management of equities; this tool indicates the 
specific criteria obtained from the previously defined prin-
ciples that would lead to a recommendation to vote against 
a resolution. 
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ERAFP’S VOTING POLICY IS 
ORGANISED AROUND SIX 
SUBJECTS: 

Approval of financial statements and 
management 
Transparency as regards the company’s activity and its financial 
and extra-financial situation, effectiveness of the audit and con-
trol systems 

Board of Directors or Supervisory Board 
Good governance - Balance of powers and effectiveness of delib-
erative and executive bodies

Profit distribution, management of 
shareholders’ equity and equity transactions 
Respecting long-term shareholders, giving priority to investments 
and distributing profits fairly 

Executive remuneration 
Fairness, moderation and transparency of remuneration 

Shareholder rights 
Fair treatment of shareholders - Respect for the “one share, one 
vote” principle 

External resolutions, particularly of an 
environmental or social nature 
Transparency as regards and anticipation and restriction of the 
environmental and social impact of the company’s activity 

SUMMARY 

ERAFP manages the assets of a large number of beneficiaries. 
In order to best defend the long-term interests of the people 
that it represents, ERAFP directly or indirectly exercises all 
of its shareholder rights, starting with voting rights. 

ERAFP believes that adherence to cor-
porate governance best practices is 
indispensable to the creation of sustain-
able value for all stakeholders. The voting 
policy presented herein therefore aims 
to improve corporate governance prac-
tices and protect to the greatest extent 
possible the assets of the Scheme’s 
ultimate beneficiaries, as part of an 
overall responsibility. 

This policy for exercising voting rights 
is consistent with the Socially Responsible 
Investment Charter defined by ERAFP 
and its commitment to “support, on a 
long-term basis, those bodies in which 
it has decided to invest, by exercising 
its responsibilities as shareholder or 
stakeholder in such a way as to sus-
tainably promote, within these entities, 
practices that uphold the values it sup-
ports.” 

Indeed, voting during shareholders’ 
meetings of listed companies represents 
an opportunity to take a position on the 
set of values defined in this Charter, in 
particular: 

 _ good governance (balance of powers 
and effectiveness of deliberative and 
executive bodies, effectiveness of audit 
and control systems, method for 
determining remuneration of company 
executive officers, promotion of CSR 
principles, in particular combating 
climate change, etc.); 

 _ equitable sharing of added value 
through promoting the concept of 
responsible dividends; 

 _ transparency and responsibility with 
regard to tax and lobbying;

 _ transparency as regards the activity 
and financial situation (existence, 
quality and certification of annual 
reports, etc.);

 _ certain environmental issues (in par-
ticular managing climate change-re-
lated risks and contributing to the 
energy transition) and social issues, 
when the applicable regulatory pro-
visions make it relatively easy to include 
resolutions on these subjects on the 
agenda. 
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More generally, ERAFP encourages the 
publication of country-by-country report-
ing for all sectors. 

The failure to report substantial payments 
made by companies in the extractive and 
forestry sector to the governments of 
countries in which they operate in a 
separate annual report, broken down 
per country and per project, may lead 
to a negative vote. The types of payments 
disclosed in these reports must be com-
parable to those published by companies 
that adhere to the Extractive Industries 
Transparency Initiative (EITI) and comply 
with the European Directive on the trans-
parency of the extractive industries13.

The absence of sufficiently detailed and 
credible extra-financial reporting to 
realistically estimate the company’s 
environmental and social impacts as 
well as the policies it has developed and 
the measures it has taken to control 
these impacts may also lead to a neg-
ative vote. 

ERAFP does not favour the inclusion of 
a request for discharge of duties on the 
meeting agendas. The discharge of duties 
could impede the initiation of a liability 
suit against the company officers and 
directors by investors who have previously 
voted in favour of it. Third-party asset 
management companies might view this 
request for discharge of duties as harm-
ful to their fiduciary responsibility, since 
it is difficult to grant this favour to com-
pany officers and directors while still 
looking to protect the interests of their 
own shareholders or the companies 
giving them the investment mandate. A 
concession may nevertheless be granted 
if the request for discharge of duties is 
associated with the approval of the finan-
cial statements, in order to avoid their 
rejection, or in certain countries where 
it has no legal value.

VOTING PRINCIPLES 

I. Approval of financial statements 
and management 
Transparency as regards the company’s activity and its financial and 
extra-financial situation, effectiveness of the audit and control systems 

I.1  APPROVAL OF FINANCIAL STATEMENTS  
AND DISCHARGE OF DUTIES 

Company information must be available 
within time periods that enable all share-
holders to analyse these matters in 
advance. In particular, companies must 
comply with the deadlines introduced 
by the transposition of the European 
Directive on shareholder rights as regards 
online posting of financial statements 
and statutory auditors’ reports, namely 
at least 21 days prior to the sharehold-
ers’ general meeting. The information 
must be truthful and coherent, and the 
strategy presented must be transparent 
and stable. Controversial changes in 
accounting methods will be viewed neg-
atively. Comments by statutory auditors 
deemed significant may also result in 
a vote against the resolution. 

The absence in the annual financial 
statements of individual financial report-
ing for each country in which a company 
is present may lead to a vote against 
the resolution. In this area, ERAFP 
focuses on financial sector companies9 
for which financial transparency has a 
particular significance10. ERAFP defines 
financial reporting as all information 
required by the French monetary and 
financial code (Code monétaire et finan-
cier)11, namely, for each state or terri-
tory12: 

1° Name of sites and type of business; 

2° Net banking income or net turnover; 

3° Full time equivalent headcount; 

4° Pre-tax profit/loss; 

5°  Amount of income tax due attribut-
able to company sites; 

6° Public subsidies received. 

9_  i.e., in the financial sector corresponding to the level 1 “40” code in the GICS classification, the two banks 
and diversified financials “industry groups” whose level 2 codes are 4010 and 4020 - source GICS struc-
ture & sub-industry definitions.

10_  In accordance with the CRD IV European Regulation, adopted by the European Union in 2013  
(https://eur-lex.europa.eu/legal-content/FR/TXT/?uri=CELEX:32013L0036)

11_  Law no. 2013-672 of 26 July 2013 on the separation and regulation of banking activities 
http://www.legifrance.gouv.fr/affichTexteArticle.do;jsessionid=2AF627D9AA12D7283541C81489308783.
tpdjo05v_1?idArticle=JORFARTI000027754658&cidTexte=JORFTEXT000027754539&dateTex-
te=29990101&categorieLien=id 

12_  For the information referred to in points 2 to 6, data is aggregated at the level of the states or territories 
in question

13_  Directive 2013/34/EU of the European Parliament and of the Council of 26 June 2013: https://eur-lex.
europa.eu/legal-content/FR/TXT/PDF/?uri=CELEX:32013L0034&from=FR
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Note lastly that article L.225-40 of the 
French commercial code stipulates in 
particular that: 

 _ The chairman of the board of directors 
must obtain the statutory auditors’ 
opinion on all authorised agreements 
and submit these agreements for the 
general meeting’s approval. 

 _ The statutory auditors must present 
a special report on these agreements 
to the general meeting, which must 
then put this report to the vote.

ERAFP therefore considers that the 
general meeting should be able to vote 
on all regulated agreements, including 
ongoing ones that have already been 
approved, through the vote on the stat-
utory auditors’ special report. With this 
in mind, ERAFP will use its vote to show 
its disapproval of the continued imple-
mentation of regulated agreements that 
have already been approved but do not 
comply with its voting policy principles. 

I.3 STATUTORY AUDITORS 

The statutory auditors play a critical role 
in the effectiveness of the control systems 
and confidence in the group’s financial 
statements. ERAFP’s voting policy aims 
to help monitor the independence of the 
statutory auditors. In this regard, certain 
rules aimed at encouraging the rotation 
of the statutory auditors and restricting 
fees unrelated to accounts certification 
duties can help limit potential conflicts 
of interest.

The French system is characterised by 
the operation in tandem of two principal 
statutory auditors and the appointment 
of two alternate statutory auditors that 
play a less significant role15. As a result, 
statutory auditors, who must be able to 
carry out their assignment in a fully 
independent manner, may be subject 
to less strict rotation rules than in for-
eign systems with single statutory audi-
tors. 

As such, in France, the principal statu-
tory auditors or their representative, who 
are/is elected for a six-year term, should 
not be elected more than three times 
in a row at the same company (i.e. the 
maximum tenure should be 18 years) 
nor certify the financial statements of 
affiliated listed companies or the con-
trolling shareholder. 

ERAFP also promotes the independence 
of statutory auditors by requesting that 
any fees other than those received as 
part of the legally required certification 
of the financial statements be clearly 
disclosed and not substantial. 

As regards the alternate statutory audi-
tors, they should be able to take over 
the auditing responsibilities from the 
principal statutory auditors if there is a 
sudden vacancy in the auditing assign-
ment, for example in the event of a 
resignation following a conflict, and 
therefore the alternate statutory auditors 
should not belong to the same firm as 
the principal statutory auditors.

I.2 APPROVAL OF RELATED-PARTY AGREEMENTS 

Related-party agreements are a key 
topic, since they involve shareholders 
being asked to approve agreements 
signed with related parties. It should be 
noted that directly or indirectly interested 
parties should abstain from voting. 

In their special report on regulated 
agreements, the statutory auditors must 
provide all information enabling share-
holders to vote, so as to satisfy article 
R.225-31 of the French commercial code 
(Code de commerce)14. 

The agreements must all be signed in 
the interests of all shareholders, which 
implies that they must be clearly laid 
out and strategically justified and that 
their conditions must be equitable as 
regards the interests of all shareholders. 

14_  Article R225-31 Version in effect at 25 January 2012, since 27 March 2007  
The statutory auditors’ report covered under paragraph 3 of article L. 225-40 contains:  
1. The listing of agreements and commitments submitted to the shareholders’ meeting for approval;  
2. The names of interested directors;  
3. The name(s) of the interested chief executive officer or deputy chief executive officer(s);  
4. The designation of the interested shareholder or shareholders holding a voting block of more than 
10% and, if it involves a shareholding company, the controlling company as defined by article L. 233-3;  
5. The nature and purpose of these agreements and commitments;  
6. The essential provisions of these agreements and commitments, notably the indication of prices or 
rates applied, rebates and commissions agreed to, payment deadlines granted, stipulated interests, 
collateral extended, the nature, amount and methods for granting each of the benefits or indemnities 
mentioned in articles L. 225-22-1 and L. 225-42-1 and, where applicable, all other indications 
enabling shareholders to assess the interest at stake in the conclusion of the agreements and 
commitments being reviewed;  
7. The list of agreements and commitments entered into and authorised during previous financial 
years which remained in effect during the last financial year and which were reviewed by the Board of 
Directors in accordance with article L. 225-40-1, as well as, where applicable, any information 
enabling shareholders to assess the interest for the company of maintaining the listed agreements 
and commitments, the importance of the goods delivered or services provided as well as the amount 
of payments made or received during the year, pursuant to these agreements and commitments.  
Source: https://www.legifrance.gouv.fr/affichCodeArticle.do?cidTexte=LEGITEXT000005634379&idArti-
cle=LEGIARTI000029325885 

15_  Since Act 2016-1691 of 9 December 2016, the appointment of one or more alternate statutory auditors 
is now a legal requirement only if the holder of the office is an individual or a one-person company. 
Alternate statutory auditors may however still be appointed voluntarily, in the same way as principal 
statutory auditors.
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In that regard it is important to note that 
the description of a director as free of 
conflicts of interests is not a value judg-
ment. This description does not mean 
that the person will necessarily act in 
the interests of shareholders to a greater 
extent, but merely states the objective 
situation of a director who is not consid-
ered to have potential conflicts of inter-
est. Specifically, it does not apply to:

 _ managers and former managers 
(including managers of acquired enti-
ties or subsidiaries); 

 _ employees and former employees 
within the past five years; 

 _ shareholder(s) owning at least 3% of 
the voting rights and its/their repre-
sentatives (which includes any person 
who has ties to this/these sharehold-
er(s)); 

 _ parents and relatives of the managers; 

 _ current representatives or former 
representatives within the past three 
years of clients, suppliers, service 
providers (lawyers, consultants, audi-
tors, etc.), creditors, partners or any 
other contracting partner with the 
Group; 

 _ persons receiving significant and 
special remuneration for services 
provided to companies of a Group, its 
controlling shareholder or its man-
agers; 

 _ persons belonging to a Group admin-
istered by one of the company’s man-
agers (direct or indirect cross 
directorship); 

 _ persons who within the past three 
years have been involved in a major 
strategic transaction (asset transfer, 
merger, etc.);

 _ commercial and investment bankers, 
heads of large financial institutions 
and former bank managers who have 
held these positions within the past 
three years if the institution in which 
they work/worked has or has recently 
had a business relationship with the 
company concerned; 

 _ persons who hold political office (con-
flict of interest between public and 
private interests); 

 _ directors whose term of office or 
presence at the company or Group is 
equal to or greater than 12 years; 

 _ directors appointed through means 
other than a formal election by the 
shareholders’ meeting (positions 
provided for in articles of association 
or by law); 

 _ persons with ties to a competing com-
pany. 

II. Board of Directors or Supervisory Board 
Good governance: Balance of powers and effectiveness of deliberative 
and executive bodies 

II.1 ELECTION OF BOARD MEMBERS 

The Board’s composition should reflect 
a balance of expertise, experience and 
independence in the interests of the 
company and its shareholders. The pri-
mary quality of a Board lies in its com-
position: honest directors, who have a 
clear understanding of how the company 
works, pay close attention to the inter-
ests of all shareholders and stakehold-
ers and are sufficiently involved in the 
definition of the strategy and delibera-
tions to participate effectively in all the 
Board’s collegial decisions. 

The shareholders’ general meeting must 
be able to vote on each candidate sep-
arately, and ERAFP does not favour the 
practice of block voting. Nevertheless, 
in countries such as Italy where election 
by list is common practice, cases are 
assessed individually and ERAFP may 
sometimes vote in favour of a list if the 
proposed candidates do not pose a major 
problem. 

In publicly traded companies, it is impor-
tant to ensure that the company will be 
governed in the interests of all share-
holders and, more generally, its legiti-
mate stakeholders, and not just in the 
interests of one or more specific share-
holder(s). ERAFP therefore believes that 
it is important for a significant propor-
tion of the Board of Directors to be made 
up of directors who are considered 
independent or “free from potential 
conflicts of interest”. For large compa-
nies, independent directors should make 
up half of the Board. For controlled 
companies that cannot achieve this 
objective, the Board should strive to have 
at least one-third independent directors. 
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Salaried directors 

In order for a wider range of companies’ 
legitimate stakeholders to be represented 
on boards, ERAFP also intends to encour-
age boards to allocate seats to employee 
representative directors. 

Insofar as they are inclined to defend 
the interests of a specific stakeholder 
(the company’s employees), employee 
representatives cannot be considered 
to be completely free of conflicts of 
interest. Nonetheless, because they have 
no ties to the company’s management 
or shareholders, they are in a position 
to put forward critical arguments with 
respect to the latter. For this reason 
ERAFP believes that employee repre-
sentatives should not be taken into 
account when determining the board’s 
independent director ratio. 

Moreover, the law on security of employ-
ment of 14 June 201319, reinforced by the 
law on labour-management dialogue and 
employment of 17 August 201520 and arti-
cle 184 of the PACTE Act of 22 May 201921, 
provides for employee representation on 

the board of directors of French compa-
nies with at least 1,000 employees if their 
registered offices, including those of their 
subsidiaries, are in France, and with at 
least 5,000 employees if their registered 
offices, including those of their subsidi-
aries, are in France and overseas. There 
must be at least two directors represent-
ing employees in companies with more 
than eight directors and at least one in 
companies with eight or fewer directors. 
If a board has two directors representing 
employees, it must comply with the gender 
parity principle. 

Over the past few years, ERAFP has noted 
that certain French companies are 
deemed to fall outside the scope of 
application of the law given the “holding 
company” status of the parent company. 
If it is clear that the company is acting 
against the spirit of the law in question, 
ERAFP will recommend voting against 
the renewal of the appointment of mem-
bers of the appointments committee. 

Employee-shareholder directors

In order for a wider range of companies’ 
legitimate stakeholders to be represented 
on boards, ERAFP also intends to encour-
age boards to allocate seats to directors 
representing the employee-sharehold-
ers. Insofar as they are inclined to defend 
the interests of a specific stakeholder 
(the employee-shareholders), employ-
ee-shareholder representatives cannot 
be considered to be completely free of 

conflicts of interest. Nonetheless, 
because they have no ties to the com-
pany’s management or shareholders, 
they are in a position to put forward 
critical arguments with respect to the 
latter. For this reason ERAFP believes 
that employee-shareholder represent-
atives should not be taken into account 
when determining the board’s independ-
ent director ratio.

Diversity of boards of directors

ERAFP encourages boards to recruit 
nominees from as wide a spectrum as 
possible in order to ensure a high degree 
of diversity, notably as regards female 
representation. That could constitute a 
favourable factor in support of an appoint-
ment. ERAFP encourages companies to 
undertake measures that will allow them 
in the medium term to have a board con-
sisting of a significant proportion of 
women. In France, the 2011 Copé-
Zimmerman law requires boards of 
directors of listed companies to comply 
with gender quotas, with the objective of 
40% of female members by 201716. In 
Europe, except in cases where national 
laws set higher targets, companies are 
encouraged to comply at least with the 
objective set by the former European 
Justice Commissioner Viviane Reding: 
40% of female members by 202017. With 
this in mind, ERAFP considers that by 
the end of the 2022 general meetings 
season all European and US companies 
should have a board made up of at least 
40% women, and will therefore vote against 
any appointment that prevents this target 
from being achieved. Lastly, ERAFP will 

support the relevant proposals in any 
country where there is an initiative involv-
ing investors aimed at increasing the 
proportion of women on boards18. 

To take better account of the specific 
features of each company, ERAFP may 
recommend supporting the proposed 
appointment of candidates who would 
strengthen the board of directors in a 
particularly problematic area, even if 
the other criteria are not complied with. 
For example, ERAFP may support a 
female candidate presenting conflicts 
of interest (or holding an excessive 
number of board appointments, etc.) if 
the proportion of women on the board 
of directors is particularly low and even 
if fewer than half of the board members 
present no conflicts of interest. 
Conversely, a male candidate present-
ing no conflicts of interest may also be 
supported if the proportion of women 
on the board of directors is only mar-
ginally below 35% and if the board of 
directors as a whole presents significant 
conflicts of interest. 

16_  This law set an interim objective of 20% of female members by 2014

17_  The commissioner set an interim objective of 30% of female members by 2015

18_  The “30% Club” in the United Kingdom and the “US Thirty Percent Coalition” in the United States

19_  https://www.legifrance.gouv.fr/affichTexte.do?cidTexte=JORFTEXT000027546648&categorieLien=id

20_  https://www.legifrance.gouv.fr/affichTexte.do?cidTexte=JORFTEXT000031046061&categorieLien=id

21_  https://www.legifrance.gouv.fr/jorf/article_jo/JORFARTI000038496257
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Number of board positions 

The unavailability of any candidate who 
holds too many board positions at listed 
companies or large organisations in 
France or abroad, or, if the candidate is 
an executive officer of a listed company, 
other non-executive board positions 
outside his main group, constitutes 
grounds for opposition regardless of the 
board’s composition. ERAFP also dis-
courages any practice of cross direc-
torship, be it direct or indirect (e.g. 
through persons with family ties).

Finally, directors need to have a high 
attendance at board meetings. Otherwise, 
unless special justification is provided 
by the company, absences may negatively 
affect the renewal of a director’s term 
of office. 

Specialist committees

The existence of specialist committees 
with a majority of independent members 
contributes to the effective operation of 
the board, as this facilitates a more 
detailed and objective preparation of 
board decisions. The ERAFP recommends 
that three separate committees are setup: 
an audit committee, an appointments 
committee and a compensation/remu-
neration committee.

To ensure the independence of these 
committees, the ERAFP :

 _ recommends that at least two thirds 
of the members of the audit commit-
tee are directors who are free from 
any conflicts of interest and that this 
is raised to the majority of members 
for the appointments and compen-
sation committees;

 _ considers that executive corporate 
officers should not sit on these com-
mittees; 

 _ recommends that each committee is 
chaired by a director who is free from 
conflicts of interest.

When appointing directors or renewing 
their terms of office, a failure to comply 
with the above conditions may lead to 
ERAFP voting against the resolution.

Moreover, ERAFP encourages the cre-
ation of a specific CSR committee to 
enable environmental and social issues 
to be taken into account at the compa-
ny’s highest decision-making level.

Board of Directors’ responsibility 
regarding climate issues 

The Board of Directors is responsible 
for supervising the definition of the com-
pany’s climate-related risks and oppor-
tunities and overseeing the strategy 
implemented by management to manage 
these risks and opportunities. 

If, in light of the company’s business 
sector, climate issues are not deemed 
to have been adequately taken into 
account, this could have an adverse 
impact when it comes to voting on the 
reappointment of the Chairman of the 
Board.

Combination of the functions of Chairman and Chief Executive Officer 

The Board of Directors must be able to 
exercise objective judgement on the 
company’s affairs. The combination of 
the Chairman of the Board and Chief 
Executive Officer functions creates a 
potential conflict of interest on all mat-
ters taken up by the board of directors 
(strategy, evaluation of the top company 
officer, remuneration, audit, succession 
process planning). It is highly preferable 
that the Chief Executive Officer be 
accountable to an independent Chairman 
of the Board who is in a better position 
to organise the work of the Board of 
Directors and to oversee and evaluate 
management, if applicable. ERAFP 
therefore recommends a separation of 
roles Chairman of the Board and Chief 
Executive Officer. However, in certain 
specific cases, the combination of roles 
may be accepted, exceptionally and 
temporarily. The checks and balances 
in place in such cases should be suffi-
cient to counterbalance the power of 
the Chairman and Chief Executive Officer, 
and the combination of roles should be 
justifiable given the company’s context. 

Moreover, unless the company’s context 
continues to justify otherwise, ERAFP 
would prefer the company to return to 
a situation of separation of functions. 

Preferably, the position of Chairman of 
the Board should not be held by the 
former Chief Executive Officer or 
Chairman and Chief Executive Officer, 
although a transitional board term may 
be accepted in order to promote the 
separation of functions. When selecting 
a new Chief Executive Officer or Chairman 
of the Board, the Board must reassess 
the appropriateness of combining func-
tions for the company and encourage 
the separation of functions.

Lastly, the proposed appointment of a 
lead independent director or non-inde-
pendent chairman is not enough to ensure 
a valid alternative to the separation of 
functions. Nevertheless, should a com-
pany decide to create the position of lead 
independent director, as a minimum the 
person concerned should be free of any 
conflicts of interest. 
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III. Profit distribution, management of 
shareholders’ equity and equity transactions 
Respecting long-term shareholders, giving priority to investments and 
distributing profits fairly. 

III.1 PROFIT DISTRIBUTION 

The profit distribution policy offered to 
shareholders must be justified, in line 
with the company’s strategy and outlook, 
notably as regards its cash flow from 
operations, and consistent with the profit 
distribution policies of the relevant busi-
ness sector. ERAFP is also careful to 
weigh this policy against changes in the 
company’s overall payroll expenditure 
in order to ensure a fair balance between 
employees and shareholders over the 
long term. 

ERAFP believes that the possibility of 
choosing a dividend payable in shares 
can help to strengthen shareholders’ 
equity and promote investment over profit 
distribution.

In 2022, ERAFP will pay particular atten-
tion to the economic and social impacts 
of the health crisis on the company and 
to any state aid that the company has 
received, and will factor them into its 
analysis of the proposed dividend policy. 

III.2 SHARE REPURCHASES AND CAPITAL REDUCTIONS 

ERAFP encourages companies to invest 
in long-term projects and seeks to ensure 
that companies in need of cash do not 
table resolutions to authorise large-scale 
own share repurchases or capital reduc-
tions through the cancellation of treas-
ury shares. 

Share repurchase transactions during 
public offerings must be subject to the 
shareholders’ approval, for example during 
an extraordinary general meeting. 

However, a resolution may authorise 
share repurchases during a public offer-
ing if they are exclusively intended to 
enable execution of a share purchase 
plan aimed at delivering shares pursu-
ant to an existing authorisation (to sat-
isfy grants of options to purchase shares, 
conversion of OCEANEs22, etc.) or if they 
make it possible to fund the acquisition 
of an asset through a share exchange 
during a strategic transaction announced 
to the market prior to the initiation of 
the public offering.

II.2 REMUNERATION OF BOARD MEMBERS 

The payment of attendance fees should, to a material extent 
(≥30% of the total amount) be subject to actual attendance at 
board and committee meetings. 

The level of board attendance fees must be in line with those 
observed in the country for companies with similar market 
capitalisations. 

Remuneration in the form of shares or share purchase war-
rants is generally not desirable for non-executive directors, 
although it may be acceptable in small- and medium-sized 
companies with limited resources that are seeking to attract 
well-qualified and independent directors, provided that such 
remuneration does not have a significantly higher value than 
the average attendance fees observed. 

II.3  REMUNERATION OF THE NON-EXECUTIVE 
CHAIRMAN 

The non-executive chairmanship of a board of directors or 
supervisory board involves little direct operational responsi-
bility. It should not therefore attract remuneration dispropor-
tionately higher than the other directors’ individual attendance 
fees. 

In France, if the non-executive chairman’s remuneration does 
not correspond to the board’s attendance fees it should be 
governed by regulated agreements. Indeed, any significant 
remuneration of a chairman must be justified by specific 
assignments approved at a general meeting by a vote in favour 
of either attendance fees or a regulated agreement. 

The level of remuneration of the board’s chairman should not 
exceed that in companies of comparable size.

22_  OCEANE: Bond convertible or exchangeable into new and/or existing shares
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IV. Executive remuneration 
Fairness, moderation and transparency of remuneration 

IV.1 EXECUTIVE REMUNERATION 

a. Total remuneration 

ERAFP seeks to contribute to the defi-
nition of rules in the area of remuner-
ation for the company’s executive officers 
that promotes their alignment with its 
objectives and interests as a long-term, 
socially responsible investor as well as 
with the issue of social cohesion. 

Consequently, ERAFP supports regula-
tory or market initiatives that seek to 
encourage shareholder voting on exec-
utive remuneration. ERAFP is pleased 
to see that voting on the remuneration 
of company officers is becoming general 
practice in OECD countries. ERAFP had 
welcomed the introduction in June 2013 
of a consultative vote on remuneration 
of executive corporate officers as part 
of the Afep/Medef corporate governance 
code. However, ERAFP laments the code’s 
exclusively consultative scope. Indeed, 
it appears legitimate that a company’s 
shareholders should, through these 
mechanisms, be able to help safeguard 
against any abuse or excess in terms of 
pay. 

ERAFP welcomes the introduction by 
the Sapin 2 law, and the revised version 
of the Afep/Medef code, of a binding vote 
on the company’s proposals, which is 
more respectful of the principle of sov-
ereignty of the shareholders’ meeting. 
ERAFP expects all companies that issue 
securities to the public to submit exec-
utive remuneration to a shareholders’ 
vote.

Each year, prior to the shareholders’ 
general meeting, remuneration for the 
company’s executive officers must be 
presented in a detailed report that is 
itemised for each company officer and 
includes all fixed, variable, cash and 
in-kind payments, any share-based item 
granted as well as the carrying value for 
the year of any post-employment bene-
fit in the form of supplementary retirement 
schemes. The same applies to the remu-
neration policy: it must be published in 
detail before the shareholders’ general 
meeting, detailing its principles, mech-
anisms and the policy on the various 
components of executive pay, and must 
not be limited to providing information 
on the foregoing financial year. 

Executive remuneration and any changes 
thereto, be they increases or decreases, 
must be in line with the company’s strat-
egy and tied mainly to its performance 
and changes in the long-term value of 
the company’s shares. For ERAFP, the 
evaluation of the company’s performance 
must not be based solely on economic 
and financial criteria but must also reflect 
the social and environmental aspects of 
its activity. With this in mind, ERAFP seeks 
to promote the recognition of indicators 
related to the company’s management 
of environmental, social and governance 
issues in the remuneration of the com-
pany’s executive officers.

III.3 DEBT

Financial debt is both an essential financ-
ing capacity for the company and an 
extreme risk in the case of excessive 
debt. Unfortunately Order n° 2004-604 
of 24 June 2004 relating to the reform 
of the regime for transferable securities 
issued by commercial companies with-
drew control of bond issues from the 
annual general meeting. Debt levels can 
therefore be controlled when requests 

are made to use cash to pay dividends 
or buy back shares.

In addition, to limit risks and contribute 
to the sustainable development of the 
companies, ERAFP encourages com-
panies to submit a maximum level of 
indebtedness that must not be exceeded 
for approval by the shareholders at the 
general meeting.

III.4 CONTRIBUTIONS AND MERGERS 

Any new strategic transactions involving 
the Group’s activities or significantly 
modifying the parent company’s share-
holders’ equity is reviewed to ensure the 
balance of four criteria: 

 _ long-term strategic interest of the 
transaction;

 _ financial terms;

 _ potential impact of the transaction 
on governance, shareholder rights 
and stakeholders;

 _ social and environmental impact of 
the transaction. 

III.5  PRIOR AUTHORISATION AND PREFERENTIAL 
SUBSCRIPTION RIGHTS 

Respect for preferential subscription 
rights of shareholders is fundamental 
during capital increases, since it makes 
it possible to indemnify any shareholder 
who does not have the means or pos-
sibility of subscribing a capital increase 
that is well received by the market. 

Requests to dilute the delegation of 
authority in order to cancel the prefer-
ential subscription rights of 

shareholders must be strictly limited, 
both in terms of the discount as well as 
the percentage of capital requested. 

Capital increases during public offerings 
must be submitted for the shareholders’ 
approval, for example in the context of 
an extraordinary general meeting. If, in 
principle, the company authorises a cap-
ital increase during a public offering (it 
has not included in its articles of asso-
ciation the principle of neutrality during 
a public offering or has not included in 
the resolution the suspension of the 
authorisation to increase the capital during 
a public offering), ERAFP will vote against 
it unless it is shown that this increase 
can be used to protect the interests of 
the company and its employees.
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In 2022, the effects of the health crisis 
on the economy, employees, clients and 
communities, as well as state aid, will 
have to be take into account by boards 

of directors and included in their remu-
neration decisions, which must be clearly 
disclosed to shareholders.

b. Annual variable remuneration 

The annual variable component of exec-
utives’ salaries should be based chiefly 
on additional rather than alternative, 
and verifiable, criteria. It is essential that 
the calculation methods used are trans-
parent and consistent. ERAFP encour-
ages companies to use detailed and 
verifiable extra-financial criteria such 
as job creation, workplace accident rate, 
training and carbon emissions. It is 
acceptable for assessment of the exec-
utive’s performance to be partly based 
on unquantifiable qualitative criteria, 
such as restructurings, management, 
deleveraging, disposals, quality and 
image.

To be able to assess an executive’s annual 
variable remuneration, the shareholders 
must have access to the following infor-
mation: performance criteria, target 
bonus, minimum bonus and maximum 
bonus. 

This variable remuneration should actu-
ally vary and the criteria on which it is 
based be stringent. Accordingly: 

 _ the bonus setting rule should lead to 
a total lack of bonuses in disappoint-
ing or difficult years; 

 _ the criteria comparing the group’s 
performance with that of its compet-
itors should be assessed constructively. 

The annual variable remuneration and 
changes therein must be in line with 
the company’s performance over the 
financial year. Only an exceptional per-
formance should lead to the award of 
higher remuneration than the target 
variable remuneration. This annual var-
iable remuneration must be strictly 
limited to 100% of the fixed remunera-
tion in the event targets are met (target 
annual variable). If, exceptionally, the 
performance targets are exceeded, the 
annual variable remuneration may exceed 
this limit but may under no circumstances 
be more than 150% of the fixed basic 
salary. 

The annual bonus should only account 
for a marginal share of the total varia-
ble remuneration in order to foster the 
genuine alignment of remuneration with 
long-term performance. 

Companies should preferably make all 
annual bonus payments subject to a 
clawback clause, notably to allow for 
the possibility of bonus adjustments 
following accounting adjustments or the 
repayment of bonuses due to account-
ing malpractice or anti-competitive 
practices giving rise to ex post fines or 
penalties, etc.

For companies in high climate impact 
sectors 23, ERAFP expects specific cli-
mate-related criteria to be taken into 
account when determining the variable 
remuneration of top executive officers. 

The remuneration of the top company 
officers must be exemplary in order to 
ensure strong social cohesion within the 
company. Consequently, when annual 
pay rises are limited for employees or 
the company has to implement a major 
redundancy programme, remuneration 
of company officers must reflect this (no 
increase in fixed remuneration, no annual 
bonus, no stock options or bonus share 
grants, limits on the variable portion). 

The socially acceptable maximum amount 
of total remuneration (salary, benefits, 
options, bonus shares and top-up pen-
sion plan contributions) corresponds to 
100 times the minimum salary in force 
in the country in which the company’s 
registered office is located, which in 
France corresponds to the national min-
imum wage (SMIC). If there is no legally 
defined minimum salary in the country 
in which the company’s registered office 
is located, other benchmarks may be 
used, such as the lowest salary paid by 
the company in the country in which its 
registered office is located. This type of 
ceiling should make it possible to keep 
differences in remuneration between 
managers and employees at levels that 
do not negatively affect the company’s 

business or the motivation of its teams. 
Each Board of Directors can therefore 
also define a maximum gap between 
the remuneration of the top company 
officer and the company’s minimum, 
average or median salary that would not 
exceed this ceiling. For example, in a 
large listed company ERAFP would con-
sider a ratio of median salary to top 
executive salary higher than 1 to 50 to 
be excessive. 

Following this logic, ERAFP encourages 
the publication of an equity ratio, already 
implemented in certain countries, includ-
ing France by means of the PACTE Act24, 
allowing control of the gap between the 
highest remuneration and the median 
or average remuneration of company 
employees, with the aim of making com-
panies more accountable for their pay 
practices.

As a disincentive to risk taking or exces-
sive remuneration, the aggregate vari-
able remuneration (maximum bonus, 
value of allocatable shares) should not 
exceed three times the basic salary (fixed 
remuneration). 

In its analysis of executive remuneration 
programmes, ERAFP will also assess 
changes in remuneration practices and 
amounts over time, and the board of 
directors’ response, particularly that of 
the remuneration committee, to any 
significant contestation by the share-
holders. 

23_ High climate impact sectors are the priority sectors defined by the NZAOA in the 2021 Target Setting 
Protocol: Energy, Utilities, Steel, Transport. https://www.unepfi.org/wordpress/wp-content/uploads/2021/01/
Alliance-Target-Setting-Protocol-2021.pdf

24_  To date, the United States and the United Kingdom have legislated for introduction of an equity ratio. 
France‘s Pacte Act introduces an obligation to disclose ratios for the remuneration of each of a compa-
ny’s executives in relation to the median and average remuneration of its full-time employees (excluding 
executives‘ remuneration) and requires changes in these ratios over the last five financial years to be 
reported in the corporate goverance report. These requirements are laid down in article L.22-10-9 of 
the French commercial code (Code de commerce) has been amended to reflect these requirements.
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d. Supplementary retirement schemes 

The principle of company-funded “supplementary” retirement 
schemes, notably defined benefit plans, is not approved. Given 
their remuneration levels, company officers should be encour-
aged to save for retirement using their own means and not 
have this cost imposed on the company and its shareholders. 

e. Severance benefits and non-compete clause 

No severance benefits or any other form of benefit similar to 
a “golden parachute” should be granted. A severance benefit 
may be justified if the departure is forced, for example as part 
of a merger successfully implemented by the company officer, 
if the total benefit does not exceed a year’s salary, except in 
the case of significant length of service (without exceeding a 
total of two years of salary for 24 years of length of service) 
and if the company officer receiving the benefit does not already 
receive total remuneration exceeding the ceiling of 100 times 
the minimum salary in the country concerned (in France, the 
minimum wage - SMIC) or in the company. 

Moreover, a severance benefit should not be paid to a company 
officer who decides to retire, as said officer has not incurred 
any loss.

Where a company applies with due reason a non-compete clause, 
the amount awarded in respect of said clause combined with 
severance benefits should not exceed two years’ remuneration. 
If a company officer retires he or she should not be entitled to 
non-compete compensation, and under no circumstances should 
such compensation be paid over the age of 65.

f. Signing bonuses

In ERAFP’s view, there is no justification for signing bonuses. 
They may, however, be accepted if intended to compensate 
the new recruit for any loss of income resulting from the 
relinquishment of his or her previous functions, providing they 
remain at a reasonable level.

c. Long-term variable remuneration 

ERAFP will seek to ensure that large 
listed companies no longer authorise 
stock option grants. Experience shows 
that this mechanism does not promote 
the alignment sought by ERAFP between 
the remuneration of company officers 
and its interests as a long-term and 
socially responsible investor. 

So as not to damage social cohesion 
within the company, ERAFP considers 
that bonus share distributions should 
not be confined to company officers but 
should be extended to all employees. 
ERAFP recommends that resolutions 
authorising the allocation to employees 
of bonus or performance-related shares 
be separate from executive committee 
allocation resolutions in order to estab-
lish a clear distinction between execu-
tive pay and the question of broadly 
granting company share rights to man-
agers or employees. ERAFP will seek 
to ensure that companies authorising 
bonus share grants to company officers 
notify shareholders as to the maximum 
amount that can be granted to each 
company officer as well as the perfor-
mance conditions that will be applied. 
Grants of performance shares to com-
pany officers must include performance 
conditions that are transparent, demand-
ing and measured over the long term 
(at least three years). 

Multiple criteria may be chosen, and 
they must be sufficiently stringent. They 
may relate to value creation for the 
shareholder (share price, total share-
holder return - TSR) and to the medium 
and long-term objectives of the strate-
gic plan, and must include one or more 
criteria relating to social responsibility 
as well as climate for high impact sec-
tors. 

In principle, when multiple criteria are 
used clawback criteria should be avoided. 

Performance conditions (criteria and 
target thresholds) must be totally trans-
parent. The shareholders must be 
informed of the performance conditions 
relating to plans in the process of vest-
ing. They must also be informed of the 
same information as well as the achieve-
ment rate for each criterion for plans 
vested in recent years. 
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ERAFP will also pay close attention to 
changes of status by portfolio companies, 
and in particular to any proposed change 
of status to that of a European company. 
European company status may better 
reflect the European or international 

nature of the company’s activities and 
brands. However, any proposed change 
should be analysed as to whether it 
foreshadows a transfer of the registered 
office with a view to aggressive tax opti-
misation.

VI. External resolutions, in particular 
of an environmental or social nature 
Transparency as regards and anticipation and restriction of the envi-
ronmental and social impact of the company’s activity 

As a long-term investor, ERAFP believes 
that having clear information on a com-
pany’s environmental and social impacts 
and the policies it implements to limit 
them makes it easier to assess the risks 
and opportunities associated with its 
investment. Consequently, it will support 
any resolution presented by a shareholder 
or group of shareholders that seeks to 
further the consideration of social and 
environmental impacts, provided that it 
is sufficiently detailed, justified and in 

line with the principles described in its 
SRI Charter and this document, in par-
ticular:

 _ control of risks linked to climate change 
and contribution to the energy tran-
sition;

 _ control of environmental impacts;

 _ responsible lobbying practices;

 _ non-discrimination and the promotion 
of equal opportunities.

VII. Climate-related resolutions 
A case-by-case analysis must be conducted, in line with the climate roadmap and 
ERAFP’s SRI Charter.

V. Shareholder rights 
Fair treatment of shareholders: respect for the “one share, one vote” 
principle 

V.1 VOTING RIGHTS 

The principle of voting rights propor-
tionality is inseparable from that of 
shareholder equality as regards risk, 
information and potential gains on liq-
uidation. Double voting rights often 
benefit influential shareholders looking 
to obtain or enhance their controlling 
interest at a lower cost and at the expense 
of minority shareholders. In order to 
respect the principle of equitable 

treatment of shareholders to the fullest 
extent, ERAFP recommends limiting the 
use of double voting rights as much as 
possible. As mentioned above, ERAFP 
believes that other mechanisms make 
it possible to promote long-term share 
ownership, notably the use of loyalty 
dividends or loyalty shares for share-
holders who hold their shares over 
several years. 

V.2 UNRESTRICTED ACCESS TO CAPITAL 

As a rule, ERAFP does not favour 
anti-takeover mechanisms or any instru-
ment that protects only company officers 
and therefore threatens the interests of 
shareholders and their freedom to 
choose. In the event of a hostile takeo-
ver bid, the convening of a shareholders’ 
meeting should enable shareholders to 
vote on any protective measures on a 
case-by-case basis. 

The issuance of preferred shares or 
non-voting shares is also not desirable, 
since multiple share classes do not 
contribute to the share transparency 
and liquidity expected by the public. In 
addition, the diligent exercise of voting 
rights is the only way to ensure the cre-
ation of direct or indirect counterweights 
and the implementation of standards 
for best governance and protection for 
savers. 

V.3 RELOCATION OF REGISTERED OFFICE 

Any request to relocate the registered 
office should give rise to a comparative 
analysis of the rights of shareholders 

or governance practices and take into 
account the issue of “legal and tax 
havens”.
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I.2 DISCHARGE OF DUTIES 

A vote against the resolution will be recommended if the dis-
charge of duties is covered in a special resolution and if the 
applicable legal framework prevents the initiation of a liabil-
ity suit against the company officers by the investors who have 
previously voted in favour of it. 

A vote against the resolution will be recommended if the com-
pany has a history of poor governance practices or has been 
the subject of controversy that calls into question the respon-
sible nature of the directors or members of the supervisory 
board.

I.3 REGULATED AGREEMENTS 

A vote against the resolution will be recommended if any 
of the following conditions apply: 

a)  One of the agreements appears to be insufficiently docu-
mented to enable shareholders to control its conditions 
and to satisfy the requirements of article R.225-31 of the 
French commercial code.28 

b)  One of the agreements does not appear to be in line with 
the interests of all shareholders, appears to have poor or 
limited strategic justification or does not appear to have 
been concluded under equitable conditions. 

c)  One of the agreements corresponds to a related party agree-
ment (severance or retirement benefit) whose conditions 
are inconsistent with the principles defined in section 4 of 
this document. 

VOTING POLICY: 
IMPLEMENTATION DOCUMENT 

I. Approval of financial statements and management 

I.1 APPROVAL OF FINANCIAL STATEMENTS 

A vote against the resolution will be recommended if any of the following 
conditions apply: 

a)  The preparatory documents for the 
shareholders’ meeting are not avail-
able online within the legally pre-
scribed period (at least 21 days prior 
to the shareholders’ meeting). 

b)  The statutory auditors have added a 
comment deemed significant as 
regards the financial statements, 
management report or internal con-
trol that would call into question the 
accuracy of the financial statements. 

c)  The company is part of the financial 
sector25 and its financial statements 
do not include individual financial 
reporting26 for each country in which 
the company or its subsidiaries is/
are present. (it is recommended to 
vote against approval of the consol-
idated financial statements if said 
approval takes the form of two reso-
lutions - one concerning the company 
financial statements and the other 
the consolidated financial statements). 

d)  The company operates in the extrac-
tive sector and has not published in 
a separate annual report payments 
of more than €100,000 made to gov-
ernments in countries in which they 
operate, with a breakdown of payments 
per country and per project.

e)  The company has implemented an 
aggressive tax optimisation policy. 

f)  The company does not publish suffi-
ciently detailed and credible extra-fi-
nancial reporting to enable the 
satisfactory estimation of its environ-
mental and social impacts.

g)  The company is French and is not in 
a position to comply with the European 
Directive of 22 October 2014 on the 
publication of non-financial informa-
tion and its implementing decree of 
9 August 201727. 

25_  i.e., in the financial sector corresponding to the level 1 “40” code in the GICS classification, the two banks 
and diversified financials “industry groups” whose level 2 codes are 4010 and 4020 – Source http://www.
msci.com/resources/pdfs/MK-GICS-DIR-3-02.pdf

26_  See paragraph I.1 of Voting principles

27_  https://www.legifrance.gouv.fr/affichTexte.do?cidTexte=JORFTEXT000035401863&dateTexte=&categori-
eLien=id 28_  https://www.legifrance.gouv.fr/codes/id/LEGIARTI000030680168/2015-10-16/
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II. Board of Directors or Supervisory Board 

II.1  APPOINTMENT OF A DIRECTOR OR MEMBER  
OF THE SUPERVISORY BOARD 

A vote against the resolution will be recommended if any of the following 
conditions apply: 

a)  The nominee is subject to a potential 
conflict of interest as defined in the 
voting principles (“nominee not free 
of conflicts of interest”) when less 
than half of the board members are 
not considered free of conflicts of 
interest (or one-third of the members 
in the case of controlled companies). 

b)  The proposed board term period 
exceeds four years. 

c)  The resolution applies to several 
nominees (block election), whereas 
the election list method is not provided 
for by law29.

d)  The nominee simultaneously holds 
more than three board positions in 
listed companies, large corporations 
or organisations.

e)  The nominee is a company officer in 
another company and also simulta-
neously holds more than one board 
position outside of his group (in another 
listed company or large corporation 
or organisation). 

f)  The nominee is a man and, in the event 
of his appointment, the proportion of 
women on the board at the end of the 
2022 meeting would be less than 40% 
or significantly lower than in the pre-
vious year.

g)  A nominee to the position of lead 
independent director is not free from 
conflicts of interest.

II.2  RENEWAL OF TERM FOR A DIRECTOR OR SUPERVISORY 
BOARD MEMBER 

A vote against the resolution will be recommended if any of the following 
conditions apply: 

a)  One of the criteria defined in section 
II.1 above is not followed.

b)  The nominee is absent without a sat-
isfactory explanation at 25% or more 
of the board meetings. 

I.4  APPOINTMENT AND RENEWAL OF PRINCIPAL AND ALTERNATE 
STATUTORY AUDITORS 

A vote against the resolution will be recommended if any of the following 
conditions apply: 

a)  The principal statutory auditor or his 
firm is presumed to have been a party 
to clear breaches of shareholder 
interests or failed to exercise due 
diligence (for example a special report 
of the auditors was late, insufficiently 
detailed or incomplete).

b)  The appointee replaces a statutory 
auditor who would have had to issue 
reservations or comments on the 
financial statements, without a rel-
evant justification by the company. 

c)  The block appointment of two statu-
tory auditors in a single resolution. 

d)  The principal statutory auditors’ fees 
are not disclosed. 

e)  The company is French and the audit-
ing firm has certified the company’s 
financial statements for at least 18 
years (three terms). 

f)  The auditing firm has certified the 
company’s financial statements (out-
side France) for at least 15 years.

g)  During the previous year, the fees for 
consulting or ancillary audit work (due 
diligence, etc.) totalled more than 50% 
of the fees received for the certifica-
tion of the financial statements, with-
out any special justification. 

h)  On average over the past three years, 
the fees for consulting or ancillary 
audit work (due diligence, etc.) totalled 
more than 25% of the fees received 
as part of audits to certify the finan-
cial statements, without any special 
justification. 

i)  The alternate statutory auditor is affil-
iated with one of the principal statu-
tory auditors. 

29_  For Italian companies in particular, in order to increase the number of directors on the board that do 
not represent the majority shareholder, ERAFP may vote in favour of the/one of the list(s) presented by 
one or more minority shareholders
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II.3  ELECTION OR RE-ELECTION OF A DIRECTOR 
AND COMPANY OFFICER

A vote against the resolution will be recommended if any of the following 
conditions apply: 

a)  One of the criteria defined in sections 
II.1 or II.2 above is not met. 

b)  The board has more than two people 
who are simultaneously directors and 
company officers and the proportion 
of directors who are free of potential 
conflicts of interest is less than 50%. 

II.4  ELECTION OR RE-ELECTION OF A DIRECTOR  
AND CHIEF EXECUTIVE OFFICER 

A vote against the resolution will be recommended if any of the following 
conditions apply: 

a)  One of the criteria defined in sections 
II.1 or II.2 above is not met, with the 
exception of the criterion related to 
board independence. 

b)  The nominee simultaneously holds 
the positions of Chairman of the Board 
and Chief Executive Officer. A case-
by-case analysis will be carried out. 
If the combination of functions seems 
justified in the context of the company 
and a satisfactory level of checks and 
balances is in place, a favourable vote 
may be envisaged, exceptionally and 
temporarily.

The company’s context must therefore 
be taken into account in the analysis. The 
following, non-exhaustive factors should 
be taken into account in particular: any 
past combination of functions (founding 
CEO, past combination of functions, etc.), 
the transitional situation in terms of 
corporate governance (major change in 
the composition of the shareholder struc-
ture, management or governing bodies 
in general), the composition of the share-
holder structure (several large share-
holders or diluted shareholders) and its 
relationship with the CEO or the compa-
ny’s economic situation.

Special attention must be paid to the 
existence of a succession plan if the 
Chairman and Chief Executive Officer 
is elderly.

The required checks and balances include 
(but are not limited to):

 _ A Board of Directors composed of a 
majority of independent directors or, 
in the case of controlled companies, 
at least one third. 

 _ The existence of a lead independent 
director, tasked with a special ongo-
ing duty to communicate with share-
holders on corporate governance 
matters and having the power under 
the articles of association to require 
the Chairman to convene a Board of 
Directors’ meeting on a specific agenda.

 _ The possibility of holding meetings 
attended by directors other than mem-
bers of general management, at least 
once a year.

 _ The existence of one or more Deputy 
Chief Executive Officers.

 

II.5  ELECTION OR RE-ELECTION OF A CHAIRMAN OF THE BOARD NOMINEE 

A vote against the resolution will be recommended if any of the following 
conditions apply: 

a)  One of the criteria defined in sections 
II.1 or II.2 above is not met. 

b)  The nominee simultaneously holds the 
positions of Chairman of the Board and 
Chief Executive Officer. A case-by-case 
analysis will be carried out. If the com-
bination of functions seems justified in 
the company’s context and a satisfac-
tory level of checks and balances is in 
place, a favourable vote may be envis-
aged, exceptionally and temporarily.

As mentioned in section 4) b above, the 
context and checks and balances must 
be analysed.

c)  The nominee is the former top company 
officer (Chief Executive Officer, Chairman 
and Chief Executive Officer or Chairman 
of the Executive Board), unless the 
election occurs during the first-time 
separation of functions of Chairman 
of the Board and Chief Executive Officer 
and for a board term period that does 
not exceed four years. After this tran-
sition period, the renewal of the board 
term for the Chairman and former 
company officer will be rejected. 

d)  The nominee is the non-executive 
Chairman of the Board of another 
listed company. 

e)  Climate-related issues have not been 
adequately taken into account by the 
company and the company belongs 
to a high impact sector. 

In order to assess whether the company 
has paid sufficient attention to climate-re-
lated issues, ERAFP will give particular 
consideration to the following: 

 _ The company’s adoption of sci-
ence-based approaches, such as the 
SBTi, in order to validate its carbon 
emissions reduction targets 

 _ Change in the company’s carbon 
intensity over the past three financial 
years

 _ Progress made following an individ-
ual or collective engagement process

II.6  RE-ELECTION OF THE CHAIRMAN OF THE REMUNERATION COMMITTEE

A vote against the appointment will be recommended if the following conditions apply:

a)  One of the criteria defined in sections 
II.1 or II.2 above is not met.

b)  The remuneration committee has not 
responded adequately to a sharehold-
ers’ vote against30 the proposed remu-
neration of an executive31.

30_  In this case a vote is taken as “against” if there are fewer than 80% votes in favour of the proposal.

31_  If the re-appointment of the Chairman of the Remuneration Committee is not on the agenda of the 
shareholders’ meeting, a recommendation to vote against the re-appointment of any members of the 
Remuneration Committee that are up for re-appointment.
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II.7 REMUNERATION OF BOARD MEMBERS

A vote against the resolution will be recommended if any of the following 
conditions apply: 

a)  The proportion of remuneration in the 
form of board attendance fees indexed 
to attendance is less than 30% of board 
members’ overall remuneration. 

b)  The average individual remuneration 
proposed or the overall cost of the over-
sight by the board, including the remu-
neration of the non-executive Chairman, 

significantly exceeds (by more than 150%) 
the amount observed at other compa-
nies of similar market capitalisation. 

c)  The remuneration budget includes a 
significant increase (more than 5% 
per year) without due justification.

II.8 REMUNERATION OF THE NON-EXECUTIVE CHAIRMAN 

ERAFP recommends a vote against the resolution if the following condition 
applies: 

a)  The remuneration significantly exceeds, without appropriate justification such 
as specific prerogatives, that of the chairmen of rival companies of equivalent 
size.

III. Profit distribution, management of 
shareholders’ equity and equity transactions 

III.1 PROFIT DISTRIBUTION 

A vote against the resolution will be recommended if any of the following 
conditions apply: 

a)  The dividend distribution rate is abnor-
mally high compared with the business 
sector’s and has increased constantly 
for at least three years whereas the 
employees’ remuneration at constant 
scope over the same period has 
decreased.32

The shareholders’ remuneration is 
measured using the dividend per share. 

Employees’ remuneration should be 
taken as total personnel costs stand-
ardised for the number of employees in 
the group. 

b)  The dividend distribution rate is abnor-
mally high compared with the business 
sector’s whereas over the foregoing 
financial year the company has 
announced or carried out quantitatively33 
or qualitatively significant restructurings 
leading to job cuts or site closures. 

c)  The dividend distribution rate is abnor-
mally high in comparison to other 
companies in the sector and is not 
justified by a catch-up objective with 
respect to previous financial years. 

d)  There are question marks over the 
company’s investment capacity. 

e)  The company has an abnormally high 
level of structural debt in relation to 
other companies in the sector. 

Moreover, in the case of a company 
distributing a dividend in respect of a 
year in which a loss was recorded at 
consolidated level, a case by case anal-
ysis will be performed taking into account 

the company’s environment and the 
business sector. Depending on the con-
clusions of the analysis, a vote against 
the resolution may be envisaged.

In 2022, ERAFP will pay particular atten-
tion to the company’s economic and 
social context.

It will notably take into account: 
 _ state aid that the company has received 
over the past year or is still receiving;

 _ the company’s financial and payroll 
situation with regard to the health 
crisis and the factoring of this situa-
tion into its dividend/share repurchas-
ing policy;

 _ in the event of payment of “excessive” 
dividends, the company’s justification 
for keeping a high dividend level;

 _ in the event of non-payment of a div-
idend, the company’s justification for 
not distributing profits.

III.2 TREASURY SHARE REPURCHASE TRANSACTIONS 

A vote against the resolution will be recommended if any of the following 
conditions applies: 

a)  The resolution authorises a priori a 
share repurchase transaction during 
the public offering period (except in 
the case of resolutions strictly limiting 
transactions during offering periods 
to those intended to satisfy commit-
ments to deliver shares or related to 
strategic transactions in progress and 
announced prior to the initiation of the 
aforementioned public offering).

b)  The company’s investment capacity 
is under question or the company has 
an abnormally high level for structural 
debt compared with other companies 
in the sector. 

32_  In practice, data is analysed over periods of three, four and five years in order to limit any impact of 
atypical data on one of the reference years.

33_  For a large listed company, any restructuring affecting at least 2,000 or 5% of its employees can be 
considered significant.
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IV. Executive remuneration

Depending on the regulations and market 
code recommendations in force and the 
practices specific to each country, the 
shareholders’ general meeting is required 
to vote separately on certain components 
of executive remuneration, or more 
generally on a report describing the 
company’s executive pay policy.

The recommendations below are there-
fore applicable to resolutions that deal 
directly with the question in hand or to 
ones that, more generally, present the 
executive pay policy in place. 

ERAFP will vote systematically against 
resolutions concerning the overall exec-
utive pay policy in the following cases: 
1, 2, 3, 4, 5. 

IV.1  TRANSPARENCY OF THE REMUNERATION POLICY  
AND THE QUALITY OF INFORMATION 

ERAFP will recommend voting against the resolution if the information disclosed 
in the remuneration policy is not sufficiently transparent with regard to local 
standards and recommendations for good practice. 

IV.2 AMOUNT OF REMUNERATION

ERAFP will recommend voting against the resolution if both of the conditions 
below are met or, if only one of the references is available, if the other condition 
is met: 

a)  The amount of total annual remuner-
ation (salary, annual and multi-year 
variable remuneration, benefits, 
options, bonus shares and top-up 
pension plan contributions) is 100 
times more than the minimum wage 
in force in the company’s country of 
incorporation. 

b)  The total annual remuneration (salary, 
benefits, options, bonus shares and 
top-up pension plan contributions) 
is 50 times more than the company’s 
median salary. 

III.3 CAPITAL REDUCTION 

A vote against the resolution will be recommended if the following condition 
applies: 

a)  The company’s investment capacity is under question or the company has an 
abnormally high level of structural debt compared with other companies in the 
sector. 

III.4 CAPITAL INCREASE AUTHORISATIONS 

A vote against the authorisation will be recommended if any of the following 
conditions apply: 

a)  The request, proposed with the main-
tenance of preferential subscription 
rights, exceeds 50% of the equity and 
is not justified by a specific project. 

b)  The request, proposed with the can-
cellation of preferential subscription 
rights but with a guaranteed priority 
period, exceeds 20% of the equity and 
is not justified by a specific project. 

c)  The request, proposed with the can-
cellation of preferential subscription 
rights and with a nonguaranteed 
priority period, exceeds 10% of the 

equity and is not justified by a specific 
project. 

d)  The request corresponds to a green-
shoe option34 with cancellation of 
preferential subscription rights.

e) In principle, the resolution authorises 
a capital increase during a public offer-
ing (except in the event of a capital 
increase by incorporation of reserves, 
which cannot be considered as a gen-
uine anti-takeover measure, or if it is 
shown to protect the interests of the 
company and its employees).

III.5  SPECIAL STRATEGIC TRANSACTIONS (RESERVED SHARE ISSUES, 
CONTRIBUTIONS, MERGERS, OFFERINGS, SPLITS, ASSET 
DISPOSALS) 

The multi-criteria approach will be based on: 

a)  The long-term strategic interest of 
the transaction. 

b)  Balanced financial terms (value of 
assets and liabilities created or trans-
ferred maintained relative to market 
conditions).

c)  A positive impact on governance, 
shareholder democracy, shareholder 
rights, stakeholders or the free float. 

d)  Positive environmental and social 
impacts.

34_  During a capital increase, the company gives the lead bank an option to allocate more shares than 
planned. In the event of strong demand, the bank can exercise the option and allocate additional shares 
in order to satisfy investors or, conversely, support the share price by not exercising the option
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IV.5  LONG-TERM VARIABLE REMUNERATION - BONUS OR 
PERFORMANCE SHARES THAT INCLUDE COMPANY OFFICERS 
AND DIRECTORS 

A vote against the resolution will be recommended if any of the following 
conditions apply: 

a)  The resolution or report of the Board 
of Directors to the shareholders’ 
meeting does not guarantee that the 
issue will be subject to mandatory 
performance conditions. 

b)  The performance criteria are not fac-
tual, verifiable, or quantifiable or are 
not deemed adequate (link with per-
formance). 

c)  The performance criteria include too 
many qualitative criteria that cannot 
be verified independently by the share-
holder36. 

d)  The performance criteria practiced 
by the company promote a short-term 
approach by using a measurement 
period of less than three years. 

e)  The company does not provide suffi-
cient and clear information relating 
to the performance criteria, their 
weighting, the scales and allocation 
ceilings and the level of achievement 
of targets by the executive.

f)  The perfomance criteria do not include 
extra-financial criteria.

g)  the performance criteria donot include 
climate-related criteria and the com-
pany belongs to high impact sector. 

h)  The request(s) for bonus or perfor-
mance share grants exceed(s) 0.50% 
of the equity. 

i)  The potential dilution indicated by the 
total number of outstanding options 
or rights to performance or bonus 
shares exceeds 10% of the equity. 

j)  The maximum percentage that may 
be granted to the company officer is 
not disclosed. 

k)  More than 0.03% of the equity could 
be granted on average to the company 
officer of a CAC 40 company (except 
in the case where particularly demand-
ing performance conditions are taken 
into account). 

l)  The total variable remuneration exceeds 
300% of fixed remuneration. 

m)  There is no bonus share plan in place 
for the company’s employees. 

IV.3  SHORT-TERM VARIABLE COMPONENT 
(BONUS) 

ERAFP recommends a vote against the resolution if 
any of the following conditions are met: 

a)  The company does not provide sufficiently detailed 
and clear information about its performance criteria, 
their weightings, the allocation scales and thresholds 
and the level of target-achievement by the manager 
in question. 

b)  The performance criteria do not include extra-finan-
cial criteria. 

c)  The performance criteria do not include climate-re-
lated criteria and the company belongs to a high 
impact sector.

d)  The variable short-term component is higher than 
the long-term variable component. 

e)  The variable short-term component is or could be 
more than 100%35 of the fixed salary if the targets 
are met. 

f)  The total variable remuneration is or could be more 
than 300% of the fixed remuneration. 

g)  The weight of qualitative criteria used in determining 
the amount of short-term variable remuneration 
exceeds 25%.

IV.4  VARIABLE LONG-TERM REMUNERATION - 
ALLOCATION OF OPTIONS THAT INCLUDES 
COMPANY OFFICERS 

A vote against the resolution will be recommended for 
any allocation of options, regardless of whether it includes 
company officers. 

35_  Or 150% of the basic fixed remuneration if, exceptionally, the performance targets are exceeded
36_  The weight of the qualitative criteria used to determine the variable portion over the long term exceeds 

25%
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IV.9  GRANT OF BONUS SHARES SOLELY TO EMPLOYEES 
(COMPANY OFFICERS AND DIRECTORS EXCLUDED)

A vote against the resolution will be recommended if either of the following 
conditions applies: 

a)  The request(s) for bonus/performance 
shares exceed(s) 0.50% of the equity. 

b)  The potential dilution indicated by the 
total number of outstanding options 
and rights to performance and bonus 
shares exceeds 10% of the equity. 

IV.10  CAPITAL INCREASES RESERVED FOR EMPLOYEES

A vote against the resolution will be recommended if any of the following 
conditions apply: 

a)  The authorisation involves more than 
7% of the equity. 

b)  The relative share of the employee 
equity ownership (outstandings exclud-
ing management ownership and new 
proposed authorisations) may exceed 

10% of the equity and the resolution 
authorises a discount.

c)   The relative share of employee equity 
ownership, including a proposed new 
authorisation, may exceed 15% of the 
equity.

V. Shareholder rights 
Amendment to the articles of association: a vote against the resolution will be 
recommended if any of the following conditions apply: 

a)  Maintenance or establishment of 
reserved or protected positions on 
the Board of Directors. 

b)  Elimination or reduction of requirement 
that board members hold a minimum 
investment in shares. 

c)  Change in the age limit and absence 
of a sufficiently rigorous framework 
for the succession planning process. 

d)  Introduction of double voting rights, 
for example in the case where it might 
lead to significant distortion in the 
principle of equitable rights among 
shareholders.

e)  Introduction of a limitation on voting 
rights. 

f)  Creation of preferred shares that do 
not follow the principle of proportion-
ality between equity investment and 
control of voting rights (“one share, 
one vote” principle). 

g)  Relocation of the registered office or 
transfer to another listed market or 
change of status to a European company 
if it curtails the rights of shareholders 
or induces a risk in connection with the 
company’s governance or a risk of 
non-compliance with ERAFP’s SRI guide-
lines, notably as regards financial trans-
parency and the fight against tax havens. 

IV.6 SUPPLEMENTARY RETIREMENT SCHEMES

A vote against the resolution will be recommended, except in the case of defined 
contribution schemes where the contributions are evenly balanced between the 
beneficiary and the company. 

IV.7 SEVERANCE BENEFITS

A vote against the resolution will be recommended if any of the following 
conditions apply: 

a)  The benefit, barring a non-compete 
clause, can be paid for a reason other 
than a forced departure and related 
to a change in control. 

b)  The total remuneration of the inter-
ested party (salary, benefits, options 
and performance shares, annual 
pension scheme contribution) exceeds 
the ceiling of the maximum socially 
acceptable remuneration of 100 times 
the minimum salary in the country 
concerned (in France, the minimum 
wage - SMIC) or 50 times the median 
remuneration in the company. 

c)  The benefit may exceed the amount 
of one year’s salary, to which is added 
one month’s salary per year of service 
over and above 12 years with the com-
pany. 

d)  The benefit combined with non-com-
pete compensation may exceed an 
amount of 24 months’ salary. 

e)  The performance conditions attached 
to the right to receive a severance 
benefit are not sufficiently demanding. 

f) The benefit is a retirement benefit. 

IV.8 SIGNING BONUS

ERAFP recommends a vote against the resolution if either of the following 
conditions is met: 

a)  The signing bonus does not correspond 
to an indemnity intended to compen-
sate the new recruit for remuneration 
he or she has foregone by leaving his 
or her previous position. 

b)  The signing bonus exceeds the equiv-
alent of 6 months of the new recruit’s 
salary in his or her previous position. 
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VI. External resolutions, in particular 
of an environmental or social nature 
ERAFP recommends a vote against the resolution if either of the following 
conditions is met: 

a)  The resolution is not in line with the 
principles described in ERAFP’s SRI 
Charter or its guidelines for share-
holder engagement. 

b)  The information available is not suf-
ficient to assess the resolution’s 
relevance or its consistency with the 
principles described in ERAFP’s SRI 
Charter or its guidelines for share-
holder engagement. 

VII. Climate-related resolutions
A case-by-case analysis must be con-
ducted, in line with the climate roadmap 
and ERAFP’s SRI Charter. 

ERAFP recommends a vote against the 
resolution if all of the following conditions 
are not fulfilled:

 _ A goal to achieve carbon neutrality 
by 2050, covering all the relevant 
emissions scopes;

 _ A 1.5°C-aligned medium-term target 
for scope 1 and 2 emissions, as well 
as scope 3 emissions if available and 
relevant;

 _ A quantified carbon reduction strategy.
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