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Dear Sirs, 
 
Fostering an Appropriate Regime for Shareholders’ Rights 
Third Consultation  
 
I have pleasure in submitting a response to the above consultation on behalf of UK 
Shareholders Association (“UKSA”).  UKSA is the leading independent organisation 
representing private shareholders in the UK.  We are a voluntary association, financed by 
our members’ subscriptions, but we endeavour to represent the interests of all private 
shareholders, whether they are members or not. 
 
In current conditions of institutionalisation of investment, the rights of individual 
shareholders are frequently under threat.  A major part of our Association’s activity is in 
trying to protect them.  It follows that we have a very strong interest in this consultation, 
and we congratulate DG MARKT for the work it is doing in this area. 
 
Meaning of “shareholder”  For avoidance of doubt, before we proceed to the questions 
as posed in the consultation document, it is important to be clear on the meaning of the 
word “shareholder”.  It is our understanding that the term “shareholder”, as used in the 
Directive document { PE-CONS 3608/07 } refers to the underlying owners of the shares, 
and not, as the term might sometimes be interpreted in the UK, simply those parties 
whose names actually appear on the company register.  Our position is that the true 
beneficial holders should be regarded as the shareholders and given the corresponding 
ownership rights (especially voting rights and the ability to receive direct communication 
with the company) and we are very supportive of the thrust of the EU efforts to improve 
and harmonise shareholders’ rights.  Whilst the consultation document refers to the 
difficulties faced by cross-border shareholders, these difficulties are also faced by many 
within-border shareholders.  Most of our comments are in fact informed by the problems 
currently experienced in the UK by beneficial owners who hold shares via nominee 
accounts. 
 
Fundamental principle  We see no reason why all shareholders, irrespective of the 
member State of the company and that of the shareholder should not be treated equally 
by companies, whether they own the shares directly in their own name, or via an 
intermediary (For the avoidance of doubt, we are not talking here about investors who 
own units of or shares in collectively managed investment vehicles where the investment 
decisions are made by the managers. e.g. UCITs). 
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So, for us the most important recommendation in the entire consultation is Question 4.2 
(5).   
 
However, we believe that, apart from where the underlying investor does not wish his 
name to be registered, there should be two requirements, not one:- 

1. The intermediary and registrar together should ensure that the investor’s name is 
on the register, albeit along with that of the intermediary.  (We are not concerned 
that the fact that the holding is held via an intermediary would also need to be 
recorded, but it is important that there is sufficient information for shareholders to 
be able to contact each other at the minimum possible cost) 

2. The company should be required, where the investor requests it, (albeit through 
the company registrar) to communicate directly with each underlying investor who 
requests such communication, for the purpose of company announcements and 
voting, whether the investor is holding the shares directly or through an account 
managed by an intermediary.  The right to vote and to participate in other ways, 
such as the framing of resolutions, is of little use without timely receipt of relevant 
information. 

 
 
Question 1  No, from our UK perspective we do not see a need for action in the area of 
language of meeting documents.   
 
Question 2  We support the principle that the owner of the risks and rewards of 
ownership should vote in priority to the person who happens to be on the register at the 
time.  This is a key issue for us.  Changes to UK law introduced by the Companies Act 
2006 are strengthening the position in this respect but there is still further to go.   
 
Question 3  (Stock lending) No comment 
 
Question 4.1  Yes, the duties of intermediaries in the voting process do need to be 
addressed.  The question of voting rights for shares that are not held directly in the name 
of the beneficial owner is a vital issue requiring attention.  In the UK, investors are 
required to hold shares through nominee accounts in respect of ISAs, PEPs and SIPPS.  
Also, private client brokers will often encourage customers to hold shares in a nominee 
account rather than directly .  So, more and more shares are being held in the names of 
intermediaries, with the result that shareholder democracy is fast disappearing. 
 
Question 4.2: (adequacy of recommendations 1 to 6) 

1. We agree but the statement makes no provision for “relevant agreements” already 
in force when the proposed requirement is introduced.  These also need to be dealt 
with. 

2. We agree that intermediaries should be required to carry out voting instructions.  
But it would not be necessary to require intermediaries to pass on or carry out 
voting instructions in cases where the beneficial owner was in direct communication 
with the company / registrar. 

3. UKSA believes in a minimum of prescriptive legislation and a maximum of clarity 
and transparency. We agree that financial intermediaries should keep a record of 
the instructions for a period of at least one year but suggest they should be obliged 
only to state in their terms of trade whether they undertake to provide 
confirmations of execution or passing on of instructions. 

4. This is a sensible safeguard to avoid reluctant intermediaries charging at prohibitive 
levels 



 
 
 
 
 

 

5. We agree strongly with the general principle behind this suggestion which is that it 
should be possible (i) for companies to be aware of who owns their shares, (ii) that 
owners should have the right and opportunity to receive communications direct 
from the company and to vote directly and (iii) for us also very important, that we 
should be able to communicate with the real owners when a problem is perceived. 
 
It would be for consideration how communication with other shareholders would be 
achieved.  This could be by making the latest versions of the lists publicly available 
in the same way as copy share registers are available in the UK.  Or it could be a 
requirement that a company should forward communications from shareholders to 
all those on the lists, at a modest but suitable charge. 
 
In practice, there are currently many situations where the investor has no choice 
but to hold investments through what is referred to in the UK as a nominee account.  
Frequently, the intermediary managing this account operates it on a pooled basis, 
so that nowhere is it possible for the investor to see his name on a list held 
independently of the intermediary.  This is extremely unsatisfactory on many 
counts, including security and the assurance that the asset purportedly held on 
behalf of the investor actually exists but we believe it is addressed by this 
consultation question 4.2(5). 
 
If the intermediary were required to ensure that the relevant client information was 
transmitted to the company registrar along with the intermediary's own information 
(the technology for doing this by secure electronic message is well established and 
very cheap and efficient), this would form the essential foundation for addressing 
all the material concerns we have regarding shareholder democracy. 
 
However, this requirement would provide only limited benefit unless the company, 
via the registrar, were required to communicate directly with the underlying 
investor in respect of voting and company announcements, rather than via the 
intermediary.  This would put all shareholders on an equal footing, and there is also 
the great benefit that it would avoid unnecessary work being carried out by the 
intermediary. 
 
There is clearly a challenge for intermediaries and registrars to get the necessary 
technology in place.  In practice therefore, time will need to be given to allow all 
parties to achieve this, but we do not believe that the need for up to date 
technology and processes should be used as an excuse not to extend the full 
ownership rights to all shareholders, irrespective of country of residence and 
manner of holding. 

 

6. Yes, we agree with this definition of “client” 

 

 
Question 5: (transparency directive)  No comment 
 
Question 6: (management companies of investment schemes)  These suggestions 
seem reasonable. 
 
 
 
 



 
 
 
 
 

 

There are two further concerns which we would like to mention. 
 
First, we would like to emphasise that we do not regard pooled nominee accounts as 
satisfactory, for the reasons set out in our answer to Question 4.2 (5) above. 
 
Second, the principle of pre-emption is very important to us, and is another example of a 
right which should apply equally to all shareholders, whatever their country of residence. 
 
 
If we can help you with amplification on any of the above points on behalf of private 
shareholders we shall be only too pleased to assist. 
 
Yours faithfully 
 
 
 
 
 
Roy B. Colbran 
Chairman of UKSA Government Policy Group  
(Direct Telephone +44 20 8654 0314) 


