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oreword

Foreword of the Paris Chamber of Commerce and Industry (Chambre de
Commerce et d’Industrie Paris de Région Ile-de-France)

On the global scene, France has undisputed assets, among which are corporate
governance rules favourable to investors, which leave them with flexibility in governance
structures and represent a great commercial potential. Let’s be clear: French-style
corporate governance represents an opportunity - you just need to be aware of it!
This document is one mechanism of promotion of governance structures of listed
companies in France intended for foreign investors, wishing to establish or simply make
their businesses profitable in France.
For the Paris Chamber of Commerce and Industry, a founding member of the French
Institute of directors (IFA), the effectiveness of companies, their efficiency and their
attractiveness are all key priorities.
Pierre-Antoine Gailly, Chairman

Foreword of the French Institute of Certified Public Accountants (Conseil
Supérieur de l’Ordre des Experts-Comptables)

The governance practices of listed companies in France have made constant progress in
recent years and are currently among the highest globally.
I am convinced that effective governance in a company allows it to achieve faster more
sustainable growth and value added. The wealth created, which benefits all stakeholders
within the corporate ecosystem, is a growth factor which has to be multiplied within
our national economy. This is why the French Institute of Certified Public Accountants
decided to participate in the drawing up of this Corporate Governance Guide: a genuine
operational tool for both national and foreign investors wishing to invest in French listed
companies.
While Chartered Accountants traditionally prepare the financial data and assure
its reliability, they also support companies interested in public listings by putting in
place processes to rapidly attain good quality governance practices. These processes,
guarantors of the veracity of the financial reporting, along with effective governance,
ensure an optimum degree of transparency for investors and stakeholders wishing to
create business networks with French companies.
This Guide answers most frequently posed questions by investors regarding French
corporate governance practices. It presents, pragmatically and educationally, best
practices of corporate governance in France and their benefits. Its translation into English
should facilitate its distribution to foreign investors.
I hope you enjoy it.
Philippe Arraou, Chairman
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Foreword of Euronext
The objective of this Corporate Governance Guide for investors is to further reinforce the
attractiveness of companies listed on Euronext for increasingly international investors
and for whom socially responsible investing issues are becoming increasingly important.
Whether one considers the equity or debt markets, the need for quality governance to
support corporate performance cannot be better expressed than in a quality dialogue
between issuers and investors.
This is the objective of this guide which in a clear, detailed and practical manner, outlines
the challenges and the key aspects of governance practices of listed companies in France.
This is why Euronext, at the heart of the European stock market ecosystem, supports
this new edition of the Guide prepared in consultation with the different stakeholders in
France, which demonstrates the maturity of this topic in France.
Marc Lefèvre, Head of Listing

Foreword of the Independent Institute of the Statutory Auditors in
France (Compagnie Nationale des Commissaires aux Comptes)
Attracting foreign investors is a necessity in a country that wishes to foster a return to
economic growth and encourage corporate activity, which is the source of wealth and
employment. The quality of corporate governance, particularly in listed companies,
reinforces their performance and their attractiveness.
To assist investors in their decisions, this guide presents the rules and the practices of
corporate governance of listed companies in France, which are currently among the best
by both European and international standards.
By their duties and their actions, standing resolutely alongside companies, external
auditors contribute to the quality and transparency of financial and non-financial
information. It is this quality and reliability which gives strength to the message sent by
companies to the market regarding their operations and their assets.
This guide is the result of a major collaborative effort which allowed each of our
institutions to provide its respective competence and expertise. Our profession is delighted
to have been associated with the compilation of this Guide. All of us must now ensure its
promotion to investors wishing to establish or develop their business in France. We must
also support companies on their pathway to growth, financial security and increased
recognition of their value and potential.
Denis Lesprit, Chairman
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ntroduction
Sources of corporate governance in France

Corporate governance of listed companies in France is, in most cases, in line with the
international best practices, particularly those recommended by the Organisation for
Economic Co-Operation and Development (OECD) and the European Commission which
are the driving forces in this area.
The relevant French legislation protects the interests of shareholders and investors by
granting them the necessary powers - more extensive than in many other countries - at
annual shareholder meetings (AGMs) regarding the most important corporate decisions.
The French regulators establish the general framework for corporate governance,
subsequently leaving company governance organs to specify its content as they see fit.
Thus, French companies can choose a one-tier board structure (inspired by the AngloSaxon model) or a two-tier one (inspired by the German model). They can also opt for
the separation or combination of functions of the Chairman and the Chief Executive
Officer.
The role assigned to soft law in order to fine-tune governance rules has constantly
increased over time. The relevant rules are compiled in corporate governance codes
(the Afep-Medef Corporate Governance Code of Listed Companies, the Middlenext
Corporate Governance Code for Mid- and Small-cap Companies) prepared by the
relevant entities and regularly revised. Companies apply the rules of the relevant code
which they have freely chosen and explain those which they decide not to adhere to,
according to the comply-or-explain principle, which is applied rigorously g. Finally, the
recommendations of the French Asset Management Association (Association Francaise
de la Gestion Financiere, AFG) on corporate governance, guide investors in their
assessment of governance practices of listed companies.
The High Committee on Corporate Governance (Haut Comité de Gouvernement
D’Entreprise), created in 2013 under the aegis of the Afep and Medef, publishes an
annual report on the application of recommendations by SBF120 companies (see list in
appendix) which measures the progress made. The French Financial Markets Authority
(AMF) also publishes an annual report on corporate governance of listed companies and
makes periodic recommendations to improve transparency as well as to support the
implementation of standards more generally.
Today, progress achieved in terms of improving corporate governance in French
companies is evident, notably as regards the balance of power of governance organs, the
performance of those involved and the transparency of practices, which all contribute to
the competitiveness and performance of the companies.
The sources are numbered in the body of the text and refer to the references listed at the
end of the document.
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1

Board of Directors: structure,
membership, status and missions

The board of directors is characterised, in all
its components, by the search for a certain
degree of balance, which is essential for good
governance:

Balance

•

First, balance in its structure: the variety of choices of board structures offered ensures
the balance of governance organs in a way that is adapted to their specificities, on
the understanding that neither the existing law nor corporate governance codes
favour one approach;

•

Second, balance in its membership: the increasing presence of independent directors
can be seen, and goes hand in hand with the growth of female representation on
boards and the internationalisation of boards of French companies;

•

Third, balance as to the status of its members: directors’ remuneration is frequently
proportionate to their contribution, in exchange for which they assume strict ethical
obligations and risk of being held liable in case of breach of their
duties;

•

And finally, balance in its missions: whilst under French law the
board has its own powers (i.e. to call AGMs, authorise related
party transactions, preparation of the management report, etc.),
it also intervenes as an oversight body charged with defining
company strategy in close collaboration with management.
Paris Ile de France CCI – Anne Outin-Adam
Chairwoman of the workshop of board balance

1.1. Structure of the board of directors
Choice of structure
The law offers [listed] shareholding
companies the possibility to choose
between a one-tier board (company
with a board of directors in the strict
meaning of the term) or a two-tier
one (company with a management
board and a supervisory board)2.
Of the SBF120 index companies, a large
majority (79%) opt for a limited liability
2
Listed companies may also have the status of
a partnership limited by shares, managed by one or more
managers, under the control of a supervisory board. Whilst
they represent approximately 5% of the SBF120 index, it is
notable that stock market flotations in this form are now nonexistent, which corresponds to current expectations of more
standardised governance practices.

company structure with a one-tier board.
Only 16% of these companies opt for a
limited company with a two-tier board. B
Similarly to other European States such
as Italy or Luxembourg, French listed
companies have a choice of board
structure: between a one-tier board as in
British companies and a two-tier structure
as in Germany. The French model is hence
characterised by appreciable flexibility. C
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Choice of the board structure in
public limited companies
Public limited liability companies opting
for a one-tier board are able to decide
whether or not to separate the functions
of Chairman of the board of directors
and those of the Chief Executive Officer.3
The combination of the two posts has
shown a tendency to decrease. Companies
are invited to explain reasons for their
choice [to keep the two functions joined]
and the means which allow them to
assure the balance of power between the
governance organs.

Officer. In any event, the AMF calls for the
prerogatives of this senior director to be
clearly explained. D
All directors, including senior directors,
do not benefit from any individualised
sources of power, and particularly do not
have the power to represent the company
in dealings with third parties. This is one of
the major differences between French and
British law.

Collegiality and the number of
directors

The board of directors is a collegiate body.
Existing governance codes emphasise the
need for collegiality within the board,
without making specific recommendations
If one adds to this companies with a two- regarding the size of the board, considering
tier board, 36.7% of the SBF120 Société the variety of size of companies in France.
Anonymes do not combine the functions That said, French law requires that the
of the Chairman of the Board with those board of directors is composed of at least
of the Chief Executive Officer. B The Afep- 3 and at most 18 members.
Medef Code asks companies to explain
their decision to the market, which they In 2013, the average number of directors
are increasingly doing: 89% of CAC40 in SBF120 companies was 12.5, with a
companies4 and 76% of SBF120 companies variation correlated to the size of the
explained their decision in 2013 compared companies. B On this point, French
with 62% and 50% in 2009, respectively. companies fall within the European
average, which is 12 members. C
EB
Furthermore, it is becoming increasingly
prevalent for firms to have a vice
chairman or senior director, endowed with
additional powers and generally chosen
from among the independent members of
the board. The French Asset Management
Association (AFG) guidelines note the
essential functions to be devolved to the
senior director in companies that have
not chosen to separate the functions
between Chairman and Chief Executive
3
The Chief Executive Officer, whether or not also
the Chairman, is generally surrounded by a COMEX (Executive
Committee), the composition of which may be disclosed to the
shareholders.
4
See list below.
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1.2. Functions of the board
The functions of the board differ depending
on whether a one-tier board or a two-tier
board is adopted within the company.
In terms of legal provisions, which are
consistent with the OECD’ principles of
Corporate GovernanceR, the board of
directors, is collectively responsible for:
•
•

•

•

prepares a report on the internal audit
procedures within the company. The
Chairperson of the board is further
expressly tasked by law with verifying
the proper functioning of the governance
organs and ensuring that each of them can
perform their mission.
The prerogatives of the board of
appointing senior executives
directors are counterbalanced by the
establishing the overall strategy
powers granted to the general meeting
of the company and may, in
of the shareholders to approve financial
this respect, examine any issue
statements, amend articles of association
involving its effectiveness. This is a
and authorise increases or decreases in
practice which leads to at least one
share capital. The latter function can be
annual meeting entirely devoted to
delegated by the extraordinary general
strategy.
assembly to the board (On this last aspect,
controlling the action of executive the Extraordinary General Meeting may
directors, performing all checks it delegate to the board of directors (or to
considers appropriate.
the management board in case of two-tier
Informing shareholders, specifically boards).
through company accounts and
making available an annual report. Delegation of powers of the AGM

in capital transactions

The board also performs other more
specific tasks: for instance, it authorises
related party transactions between the
company and its senior managers, directors
or shareholders holding more than 10%
of the voting rights. It also decides on the
distribution of directors’ remuneration.

According to the French law, capital
increases are strictly regulated, which gives
a major power of control to shareholders
on a key element of the management of
the company and reinforces the protection
of their rights.

As the amount of capital is noted in the
articles of association, any change to it
requires the approval by the extraordinary
As for the supervisory board, it mainly general meeting with a two-thirds majority.
exercises ongoing oversight of
the However, in order to create the necessarily
executive, thus playing a strong role flexibility required in the management of
of counterbalancing power. Unable to companies, these powers may be delegated
interfere in day-to-day management, to the board of directors. It may be a matter
the supervisory board does not prepare of delegation of competencies, enabling
company financial statements; it merely the board to determine the suitability of a
presents a report summarising its given transaction, or delegation of power
observations on the management of the only enabling it to determine the terms
company and on the financial statements and conditions of such a transaction.
prepared by the latter to the Annual Furthermore, any capital increase gives
General Meeting (AGM).
shareholders a preferential subscription
•
The Chairperson of the unitary
board or of the supervisory board enjoys
specific prerogatives. He/she organises
and directs the work of the board and

right to new shares. This right is
«detachable» and negotiable in a sense
that shareholders may sell it in order to
obtain financial compensation for the
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dilution he/she experiences by waiving the
right to exercise it. In some companies,
shareholders waive in advance their
preferential right in order to allow certain
transactions without the need to call a
general meeting in advance (for example,
the entry into the capital of a new group
of shareholders, the placing of an issue
with institutional investors or an expansion
through exchange of securities). The board
of directors is thus called upon to ask the
meeting to authorise capital increases
waiving the preferential subscription right,
either in favour of a named beneficiary
or for companies frequently acting in
the market without indication of the
beneficiaries’ name.
These delegations to the board, with
or without waiver of the preferential

subscription rights, are possible but
are strictly supervised, both as regards
the duration of the delegations, the
nature of the authorised operations (for
example, for a public offering or a private
investment, in exchange for a contribution
in kind, for the free allocation of shares to
salaried employees and to directors, etc.)
and the maximum amounts authorised.
They are generally the object, ahead of
the general meetings, of discussions with
main shareholders and entities which
provide voting recommendations to
them. They are also a major part of the
resolutions submitted to the AGMs, thus
giving shareholders of French companies
the power to control management which
is more hands-on than in many other
countries.

1.3. Composition of the board
The following provisions concerning board directors is now quite developed, both in
members in one-tier boards also apply to terms of their past and current executive
the members of supervisory boards.
posts and board appointments.
All SBF120 companies publish the
number and the individualised list of their
Director independence
requirements independent directors. Furthermore, 87%
mainly arise from the recommendations of SBF120 controlled companies had at
set down by national corporate governance least a third of independent directors on
codes. Under the Afep-Medef Code, their board in 2013, and 85.2% of nonindependent directors must account for half controlled companies adhered with the
of the board in companies characterised by recommendation suggesting that half
a dispersed shareholding structure with no of the board should be composed of
controlling shareholder, and at least a third independent directors. B In 2013, the
in controlled companies. According to the average ratio of independent members of
same Code and in line with the practices the board was 59%, a percentage which
implemented in the European Union, rose to 66% for CAC40 companies. As a
independent directors must not have any comparison, at European level this stands
link or interest of any kind whatsoever with at 60%.E;
the company, its group, or its management. The criteria of independence of directors
French law requires that at least one are the subject of a detailed communication
member of the audit committee must by companies, which are invited to provide
be independent, and the Afep-Medef substantiated explanations when they
Code recommends that two-thirds of declare they that do not apply all the criteria
this committee must be independent. provided by the selected governance code.
In this respect, the information given to E For the financial year 2013, 58% of
shareholders concerning the profile of CAC40 companies applied all of the criteria

Director independence
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set down by the Afep-Medef Code and
88% of them provided explanations on the
exclusion of certain criteria.B

Among the listed companies which
provide this information, the average level
of foreign board members has reached
approximately 29% in 2013, very close
to the European average which currently
stands at 30%. E

Board diversity
Companies are increasingly seeking
diversity in their boards, particularly with
regard to competencies of board members
and their complementarity, in line with the
new strategic corporate challenges (digital,
human capital, innovation, etc.). Firms are
also seeking diversity and complementarity
of nationalities and genders (depending
on the nature of the business and the size
of the company). It should be noted that
the percentage of executives (i.e. directors
performing management functions in the
company) is much less than the maximum
of one third legally permitted, unlike in
particular in British boards.

Women on boards

The law requires listed companies to attain
at least 40% female representation on
boards by 2017. French listed companies
have demonstrated dynamism in increasing
the percentage of women on their boards.
Thus, already advancing on the above legal
requirement, the percentage of women in
boards of directors of CAC40 companies
stood at 32% in October 2014, compared to
24% in 2012. This is the greatest progress
seen at European level. By comparison,
female participation in boards stands at
Internationalisation of boards
24% in the boards of the largest German
In France, neither the law nor corporate and British companies, whereas the
governance
codes
stipulate
any average in the European Union is 20%. G
requirements as to the nationality of
members of the boards. The AMF does,
however, invite companies seeking to
diversify their board membership in terms
of nationality or international experience
to declare this.E

Progression du nombre de femmes
97%

95%

86%
82%
77%
67%

29%

32%
27%

25%

30%

22%

Pourcentage de femmes au sein du conseil CAC Pourcentage de sociétés ayant 20% de femmes
40
au sein du conseil CAC 40
2012

Pourcentage de femmes au sein du conseil
SBF120

2013

Pourcentage de sociétés ayant 20% de femmes
au sein du conseil SBF120

2014
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Term of board appointments
According to the French law, the duration
of the term of board appointments is laid
down by the articles of association of
individual companies. While directors can
be re-elected, their term of appointment
cannot legally exceed six years. These
minimum rules are reinforced by the AfepMedef Code, which recommends terms
of board members to be limited to four
years, which represents a fair trade off
between the necessity for shareholders to
be able to decide with sufficient frequency
on the membership of the board and
the necessary stability in the fulfilment
of strategic functions by the board. The
French Asset Managers Association (AFG)
suggests the same restriction. Hence,
almost all SBF120 companies have boards
whose term of office is four years or less.
The staggering of the terms of office
must further be organised to favour the
harmonious replacement of directors.F
Most companies5 specify the start and end
dates of appointment of their directors in
as part of their listing filings. B
Furthermore, 94.4% of CAC40 companies
and 89.7% of SBF120 companies report
an average term of office of their board
members less than or equal to four years.
B
In 2013, the average length of mandate of
board members was 5.3 years in SBF120
companies, slightly less than the European
average of 6.1 years. D

Age of directors
The Afep-Medef Code recommends
that companies indicate the age of each
director in the management report. F

company articles of association may
provide an age limit applicable either to
all directors or to a given percentage of
the board. Notwithstanding, the number
of directors over the age of 70 may not
exceed one third of the board.

Representation of minority
shareholders
The
representation
of
minority
shareholders is ensured through by the
appointment of independent directors, in
a variable proportion depending on the
shareholding structure of the company
(refer to text above). The Afep-Medef
Code does, however, recommend not
multiplying the number of categories
represented on the Board of Directors.

Directors representing employees
Companies with a work council put in
place to represent employee interests
must appoint, depending on the size of the
board, at least one director representing
employees if they employ over 5,000
employees in France or 10,000 employees
worldwide.6
The law further requires listed companies
to appoint to the board at least one
representative of employees when they
hold at least 3% of the share capital.
The representatives of the work council
representing employees’ interests have an
advisory vote in the deliberations of the
board.
Directors representing employee interests
bring to the board their knowledge of
internal company structures. The number
of directors representing employees may
not exceed one third of the board.

At the end of 2013, the average age of With on average 4% of directors
directors of CAC40 companies was 59.5. D representing employee interests, French
This age is in line with the European companies assure them relative openness
average, which is 58.2 for the main stock to boards as compared to their British
counterparts whose boards are closed to
market capitalisations. C
representatives of employee associations.
In line with the French legislation, the These numbers are likely to evolve with the
5
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Including all SBF120 companies.

6
security.

French Law No 2013-504 of 14 June 2013 on job

implementation of a new law introducing
the mechanism mentioned in the first
paragraph above. C

Directors representing the State

The method of State representation on
boards was amended on 20 August 2014
[in order to bring companies with state
ownership in line with private company
law]. The representatives of the State have
the same rights and duties as the other
directors.

1.4. The role of a director
Ethical standards

Director liability

The ethical framework, a major concern for According to the law, directors are
issuers, is at the level of good international liable for any breach of the legislative or
practice.
regulatory provisions, any breach of the
The Afep-Medef Code establishes several articles of association and any failure in the
obligations to be met by each director: share performance of their duties. This liability
ownership requirements, declaration of may be individual or collective depending
conflicts of interest, attendance, personal on the nature of the breach. The Afepinformation, etc.F The French Institute Medef Code states that each director
of Directors (IFA) has also published a is considered the representative of all
Director’s Charter to which each of its shareholders and must conduct himself/
members undertakes to adhere, and herself as such in the performance of his/
according to which they have to perform her functions, failing which he may be held
personally liable. F
their functions with independence,
This arises, strictly speaking, from the
integrity, loyalty and professionalism. I
case law of the French Supreme Court as
The AFG further recommends that
a result of which directors are presumed
directors ensure the transmission of ethical
to be liable each time they contribute by
principles within the company. Attention
their action or abstention to a wrongdoing.
paid to director ethics is increasing among
To avoid liability, directors must prove
French listed companies, in line with trends
their engagement and, at minimum, their
at the European level. In 2013, 100% of explicit opposition to a harmful decision as
CAC40 companies had a Code of Ethics. D documented in the minutes of the board
As of today, 90% of listed companies meeting or even offer their resignation if
have specific requirements concerning the decision is adopted. In other words, all
directors’ obligation to manage conflicts directors must comply with the obligations
of interest, either in the internal rules or of care and loyalty. As an illustration, and
in a separate document (particularly in again according to the Supreme Court,
directors may not, without risking civil
Directors’ Charter). E
liability, pursue a business opportunity
Furthermore, the relevant legislation
which may be of interest to the company
contains rules regarding the incompatibility
on whose board they sit. This action would
of certain professions with the position of be considered disloyal and could entail the
a director.
payment of damages to the company.
In addition, directors, as well as all senior
management, are subject to criminal
liability, particularly when they make use
of corporate assets which they know to be
contrary to the interests of the company.
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report. Furthermore, the practice of
associating director remuneration with
More than half of French listed their participation in board meetings is
companies have an executive director already widely followed. It was adopted in
who does not on other boards. The 2013 by 90% of CAC40 companies and 70%
AMF has observed based on a panel of of SBF120 companies. D
60 listed companies that 18 companies
in 2013 (against 3 in 2012) declare to Share ownership by directors
have put in place a board opinion or
authorisation procedure before accepting The law does not require directors of
new appointments for directors. B French companies to also be shareholders.
However, in practice, in order to reinforce
the alignment of their interests with the
French
legislation
prohibits
the interests of the company - and as the Afepaccumulation of more than five concurrent Medef Code recommends - there are many
mandates as a director of limited liability companies whose articles of association
companies, except for those within the or board regulations require that board
same group. According to the Afep-Medef members hold of a certain number of
Code, which includes stricter requirements shares. In fact, according to the Afep-Medef
than the law, an executive director should Code, directors should be shareholders
not hold more than two other board and own a significant number of shares
mandates, and a non-executive director relative to the “attendance fees” received.
more than four mandates in companies If directors do not hold these shares when
outside the group, including in foreign assuming their position, they should use
listed companies. F
their “attendance fees” to buy them.

Concurrent mandates

Director remuneration

Director insurance

French law indicates that as a remuneration,
directors may only receive an annual
compensation called «attendance fees»,
the amount of which is voted on by the
general assembly. The board distributes
this amount among the directors using
methods disclosed in the annual report.

French listed companies subscribe to
an insurance policy covering liability of
executive directors for a variable amount
depending on the risk profile of the
company. Wilful negligence and criminal
penalties are excluded from the guarantee
offered to directors.

The Afep-Medef Code recommends that
this distribution is predominantly based
on the attendance by directors of board
meetings directors and their participation
in committees. 8
Publication of information on the
remuneration of board members and
company executives is now a wellestablished practice. In 2013, 98% of CAC40
companies reported the distribution
method of director fees in their annual
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2

The Board
and its committees

Corporate governance has
made enormous progress in
improving the efficiency of
board operations. Companies
have made successful use of
effective rules, with the generalisation of the «comply or explain» principle allowing
them to keep a certain amount of flexibility. This improvement is largely due to the men
and women who lead boards. The role of secretary of the board has become essential.
Directors evaluate their personal and collective contribution and no longer hesitate to
undergo training on the most complex issues.
The establishment of specialised committees
also allows them to focus on increasingly
technical matters.

Per formance

IFA – Alain Martel
and Clémence Decortiat
Chairmen of the performance workshop

2.1. Principles and terms of
meetings
Listed companies voluntarily refer to a
corporate governance code particularly
concerning the composition and operating
of the board and its committees.
Companies must indicate the provisions
of the code they have not complied with
along with the reasons why, according
to the «comply or explain» principle.
If a company chooses not to adopt the
relevant corporate governance code, it
has to explain the reasons why it decided
not to apply it and the mechanisms put in
place in addition to the legal requirements.

on the operations of boards: no formal
meeting obligation, no obligation as to the
existence or content of internal rules, etc.

Almost all French SBF120 companies apply
the Afep-Medef Corporate Governance
Code. In 2012, 155 companies in the
Euronext compartments B7 and C8 made
reference to the Middlenext Code <.

To ensure an effective operation of the
board, the Afep-Medef Code recommends
including in the internal rules of the
board decisions to be submitted for
prior approval of the board (including
“any significant operations outside the
declared strategy of the company”), the
rules by which the board is informed of
the financial situation, company liquidity
and its undertakings. These standards

The law is not particularly restrictive
7
Compartment B: companies with capitalisation
between €150 million and €1 billion.
8
Compartment C: companies with capitalisation less
than €150 million

It is therefore the provisions of companies’
articles of association and the adoption of
the principles contained in the governance
codes B < which contribute to maintaining
best operating practices of French boards,
in line with international standards.
Thus, 100% of CAC40 companies and 99.1%
of SBF120 companies have formalised their
internal rules. B
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are complied with by more than 80% CAC40 companies and for SBF120 ones is
of CAC40 and SBF120 companies. B in line with international averages.
83% of companies of the sample referring
to the Middlenext Code indicate that
they have internal rules and 73% of them
provide information on their content.

The average duration of a board meeting is
three hours.

The periodic meetings of non-executive
directors which exclude executive or
directors are also developing, in line
The average number of board meetings a with the recommendations of the High
year in the CAC40 companies is 8.3 and 7.7 Committee on Corporate Governance
in SBF120 companies, figures very close to (HCGE).
the European average B.
The means dedicated by listed companies
All CAC40 companies provide information to corporate governance (internal rules,
on the average number of board meetings code of ethics, risk mapping, etc.) are in
a year and the attendance rate. The line with the best international practices.
average attendance rate of 91% both for

2.2. Board evaluations
The board of directors discusses its
governance practices, particularly its
activity, its organisation, its method of
evaluation, its internal rules and the
operating of its committees. On an annual
basis, the Board proceeds to an evaluation
of its work and that of its committees.
The topics of the evaluation generally focus
on the following four aspects:

The results of the self-evaluation and the
follow-up actions are reported by 91.4% of
CAC40 and 91.3% of SBF120 companies. B
At least once every three years, a more
in-depth evaluation, generally carried
out with the assistance of a specialised
firm, is now commonplace in most large
companies.

The development of best practices
the organisation and competencies of guarantees the effectiveness board
evaluations:
the board;
• the procedures of the board and • the protection of confidentiality, an
information provided to the board;
essential condition for the candour of
expression of directors,
• the coordination of discussions and
the conduct of the directors and • the prerequisite to have previously
management;
clearly defined the role of the Board,
• the membership of the board and • the analysis of director contributions,
its compliance with requirements
both collectively and individually, an
(expertise and experience).
explicit recommendation of the AfepMedef Code and monitored vigilantly
Board evaluations are performed by 97.2%
by the AMF.
of CAC40 companies and 95.3% of SBF120
companies, which is above the European
average. B
•
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2.3. Relations with the management
Aware of the importance of directors’
relations with management, companies
organise an induction programme for
new directors including on-site visits and
meetings with management with a view to
establish a constructive collaboration.

•

Furthermore, the practice of strategic
seminars bringing together members of
the board with members of the Executive
Committee is favoured, their relatively
informal nature fostering reciprocal trust
and the collegiality of decisions.
Moreover, certain problems make it
increasingly necessary for the board and its
committees to have relations with specific
parts of the company:
•

The finance department plays a key
role in helping the board of directors
(or management board in two tier
boards) in its duty to prepare the
financial statements. The CFO may
provide an overall explanation and
provide technical clarifications on the
figures, the financing strategy and the
risks, as well as the financial reporting
policy. The external auditors may also
have face-to-face discussions with the
Audit Committee.

•

The interaction between the board and
its audit committee and the manager
of risk management or internal audit
(responsible for risk mapping, internal
control) tends to be extended to the
director of Information Technology
Services or to the Chief Data Officer, a
function at the heart of transparency,
data integrity and security issues
which are crucial given the rapid
development of new technologies, the
increase in complex information flows,
the compartmentalisation or even the
outsourcing of processes a.
On the human resource management
issues, which to-date not been
extensively covered in board meetings,
the law inspired by the National Interprofessional Agreement of 2013
introduces dialogue between the
board and the Committee representing
employee interests. Dealings between
directors and the Human Resources
Department cover, apart from subjects
dealt with in the remuneration
committee, the review of the human
impact of company strategy, the risks,
the management of talents and the
succession plans in particular b.

2.4. Board members’ right to information
Directors in unitary boards and the members
of supervisory boards, have the right to
access information. The Chairperson or the
Chief Executive Officer of the company has
an obligation to communicate documents
and information necessary for directors’
fulfilment of their mission, without being
explicitly asked for it (Article L. 225-35 of
the French Commercial Code).
All of above are bound by a duty of
confidentiality regarding all information
to which they have access within the
framework of their mission (Articles L. 225-

37 and L. 225-92 of the French Commercial
Code).
Furthermore, an increasing number of
companies have committed to the «paperfree» route by adopting systems which
make information available to boards
through secure and interactive electronic
platforms. Some companies also provide
tablets allowing for user-friendly access to
these systems.
The putting in place of these systems allows
for better integration of international
directors. i
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2.5. Board training
The training of directors has become
more structured in France, particularly
at the initiative of the French Institute of
Directors (IFA), which introduced the first
certification programme, incorporating a

significant international angle, in France.
Most CAC40 companies have put director
training programmes in place. In 80% of
CAC40 companies; new board members
receive induction programmes.

2.6. Management of conflicts of interest
The
Afep-Medef
Code
explicitly
recommends to exclude executive
directors from participating in the audit
committee, and stipulates that the
remuneration committee has to be chaired
by an independent director (see 2.8).

from the provisions above and can
be entered into freely. On the other
hand, some agreements are prohibited:
these concern loans, overdrafts, bonds,
sureties and guarantees granted by the
company to a director. The agreements
France has made enormous progress on the which are neither free nor prohibited are
identification and management of conflicts subject to an audit procedure.
of interest: the practice of adopting codes In limited liability companies and limited
of ethics is generalised today in all listed liability partnerships, the interested party
companies E.
has to inform the board (or the supervisory
This effective management of risks board in two-tier structures), which
of conflicts of interest is a result of will issue a substantiated authorisation
preventative measures to avoid them from allowing an RPT. The latter will then be
arising and of an efficient framework for an object of the auditor’s report and
dealing with related party transactions subsequently a vote by the AGM. Multiannual agreements, once approved, will
(RPTs).
undergo an annual examination by the
Related party transactions between a board and are notified to the auditor.
company and one of its executives (Chief Furthermore, an obligation of information
Executive Officer, Chief Operating Officer, has been introduced in the management
director) or an influential shareholder report on the agreements entered into
(holding more than 10% of the voting rights) between, firstly, a company (directly or
or the controlling company, is subject indirectly controlled) and, secondly, one of
to strict rules. All agreements entered the directors or influential shareholders of
into between the company and one of the company who holds more than half its
the aforementioned persons/entities are capital.
signed, even if they are entered into by
proxy or if the director or the shareholder In “simplified” joint stock companies,
the system is less cumbersome compare
only has an indirect interest in it.
to limited liability companies: RPTs are
As an exception, agreements on routine submitted for review once they are
operations entered into under ordinary finalised. This review takes the form of a
business conditions and
agreements vote of the AGM on the external auditor’s
entered into between an entity wholly report addressing RPTs. Apart from RPTs,
owned by another company are excluded the French Asset Management Association

20

(AFG) recommends that the board charter
or interal rules mention the mechanisms in
place for prevention and management of
conflicts of interest.

•

As stated in the AMF report9 E :

•

•
•

100% of the companies of the AMF
sample have independent directors.
100% of the companies report the
presence or absence of independent

•

9
The sample selected by the AMF comprises 60 listed
companies in Euronext compartment A (36 CAC40 companies
whose registered office is in France and 24 SBF120 companies
with the largest capitalisations).

directors.
98% of the sample cover the issue of
conflicts of interest within the Board
and make a specific declaration on this
matter.
The average ratio of independent
members in unitary boards and
supervisory boards is 59%, 66% of
which for the CAC40 companies.
88% of companies state that they
submit their directors to specific rules
to prevent conflicts of interest.

2.7. Board committees
The board of directors have, as a
common practice, introduced specialised
committees to allow matters to be
examined in greater depth.

are:

A strategy committee present in
53% of the CAC40, which is a French
particularity ;
The presence of the audit, remuneration • An increased presence of the ethics
and nomination committees (the separation
and/or governance committee (in 18%
of these last two being widely developed)
of the CAC40 companies);
is generalised in the CAC40 companies, • A presence of a risk committee in
and in the process of being adopted in
addition to the audit committee (in
SBF120 companies, bringing France in line
8% of the CAC40 companies);
with the European average. 10% of CAC40
companies have two committees, 37.5% The number of independent directors in
three committees, 42.5% four committees the main committees is generally at least
two thirds and they are commonly chaired
and 10% five committees;
by a non-executive director. The audit
An audit committee is in place in 100% of and remuneration committees do not
the CAC40 and SBF120 companies;
comprise executive directors. However,
A remuneration committee is in place unlike the latter, executive directors may
in 100% of the CAC40 and 97.2% of the be involved in the work of the nomination
or appointment committees. In companies
SBF120 companies;
where the functions of the Chairperson and
A nomination committee is in place in
the Chief Executive Officer are separated,
100% of the CAC40 and 92.5% of the
the Chairman may be a member of this
SBF120 companies. B
committee.
Notable among other board committees
•

2.8. The role of board committees
The law requires the creation of audit
committees (and an a nomination and
remuneration committee for banks and
insurance companies).

The audit committee monitors the process
of preparing the financial information,
the effectiveness of the internal control
and risk management systems and the

21

external audit of the accounts. It is also
regarding the appointment of future
tasked with issuing a recommendation on
directors, where appropriate, following
the appointment of auditors proposed for
a selection procedure;
approval by the AGM.
The remuneration committee informs
It is composed solely of non-executive board discussions when determining the
directors, at least one of whom has specific remuneration of directors and company
competencies in accounting or finance.
representatives;
The report on internal audit and risk
management prepared by the Chairperson
and approved by the board, is discussed
by the audit committee, which is informed
by the auditors of significant weaknesses
of internal audit as regards the procedures
relating to the preparation and processing
of accounting and financial information.

The creation of committees is a source
of effectiveness and performance,
particularly given that the committees
may have easier access to resources and
internal and external expertise to better
prepare the work of the board.

The size of the board (see Section 1.
1) and its diversity are key factors of
Apart from the audit committee, the efficiency. Diversity (see section 1. 3) in
boards generally have other committees terms of gender, nationality, background
(see paragraph 2.7) whose composition or experience allows for composing the
and attributions they determine.
committees with directors providing real
In general, these committees contribute expertise in a wide range of areas, beyond
to the board functions by providing it with finance.
information, opinions and proposals. The The committees are involved in the board
committees put in place in practice have evaluation process (see Section 2.2).
variable functions:
The nomination committee (or equivalent)
makes proposals to the board

2.9. Role of the corporate secretary
In the articles of association of companies
or in their internal rules, it is indicated
that the board may appoint a corporate
secretary, even from outside its members,
and that this person may also be the
secretary of the committees of the board.
The role of the corporate secretary is
essential to the smooth functioning
of the board. The French Institute of
Directors (IFA) has therefore involved
board secretaries in its activities as they
are considered essential for companies to
organise their governance structures.
The background of corporate secretaries
remain variable, as does international
experience. d
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3

Communication and reporting
to shareholders and stakeholders

The Paris financial market is the main point of entry in the European markets, which
today represent in excess of 20% of global central bank reserves, 50% of the bond
market and more than
45% of the global
asset
management
industry. It is also an
open, transparent and
established
financial
centre characterised by a high number of international investors who represent
approximately 75% of institutional investors of CAC40 companies (i.e. more than €430
billion of international investments as of end of March 2015). This is a major factor of the
attractiveness of the financial market and of French industrial companies, which realise
more than half their sales outside France. Corporate governance
plays a fundamental role, creating a link between the issuing
companies, the financial market and the investor community,
including international investors.

Transparence

Euronext - François Houssin
Chairman of the transparency workshop
The Paris financial market has, since the
early 2000s, committed to promoting
good governance in order to better meet
the expectations of shareholders and
institutional investors, particularly foreign
ones, as regards their investments. It was
also motivated to develop and contribute
to exchanges on corporate governance,
which have become essential for
companies.

shareholders.

AGMs have for several years now been
opened to considering a wide range of topics:
financial strategy, social and environmental
responsibility, corporate governance,
remuneration, risk management, etc. This
opening-up favourably reinforces the role
of shareholders.

Mention should also be made of the
commitment of the Paris financial market
to an approach of promoting Responsible
Investment pursuant to the Charter Y
signed in 2008 by the main professional
associations. A survey published in
January 2015 by the Paris Europlace
Sustainable Finance Commission shows
the development of Socially Responsible
Investing. h

Recent years have seen considerable
progress in the quality and accessibility
of information and in the possibility of
expression of shareholder interest and
questioning of boards and management by

Almost all listed companies in Paris are
shareholding companies. A few companies
have a different status, such as a limited
liability partnership or a European form
of incorporation. They are still however
subject to the same obligations as listed
shareholding companies as regards the
treatment of their shareholders and
stakeholders.
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3.1. Shareholders – Annual General Meeting
The Annual General Meeting is the place
where shareholders make decisions,
vote on the ordinary decisions (i.e.
approval of the financial statements and
of the management report, allocation of
earnings, appointment of board members,
approval of related party transactions,
etc.) and extraordinary decisions (i.e.
amendments to the articles of association,
capital increases, issuance of shares giving
access to the capital, allocation of stock
options, etc.) concerning the company.

24

AGM D. Almost all SBF120 companies also
publish an English version of the reference
document on their website.
Convening a shareholder meeting

Shareholders are convened by a meeting
notice which is equivalent to convocation
to the AGM or is followed by a call to
meeting. Meeting notices are published on
a centralised website, the BALO10, several
weeks before the AGM (R. 225-69 of the
French Commercial Code). They contain
all practical information on the modalities
of the AGM, the resolutions on which
Shareholder rights before the AGM shareholders will have to decide and the
exercise terms of their voting rights.
Shareholder right of information
Convocations to AGMs are also directly sent
to shareholders with registered shares.
Annual financial report In practice, large companies publish their
notice on 45 days or earlier.
An annual report should be made available
to shareholders prior to the AGM and must
Right of communication
remain available to them for ten years. It
includes the annual financial statements, All shareholders are entitled to obtain
the consolidated financial statements before the AGM annual and consolidated
as appropriate, a management report, financial statements, the reports of the
a declaration of persons who assume board of directors (or of the management/
responsibility for these documents and supervisory board in companies with
an external auditor report (or a report two tier boards as appropriate), the
by legal or statutory auditors) on the Chairpersons’ report on corporate
aforementioned financial statements governance, information on internal audit
(L. 451-1-2 of the French Monetary and and risk management procedures and the
auditors’ report11, which will be submitted
Financial Code)
to the Meeting. They also obtain a list of
Additional filings directors, members of the management
board or of the supervisory board
In addition to the obligation to make (depending on the case); the text and the
documents available to shareholders, listed justification of the resolutions proposed,
companies have the possibility of annually and information on board nominees.
publishing a filing which includes all the
financial and non-financial information on
Schedule of AGMs
the company. Most listed companies use
this possibility. To enable shareholders to The schedule of the AGMs is available on
access company information before the the Euronext website.
AGM, most companies prepare a reference
Communication of information before
document, which is published at least 21
days before the meeting on the French
Financial Markets Authority (AMF) website
BALO: Bulletin des Annonces Légales Obligatoires
and on the company’s website. In 2014, the 10
(Buletin of Mandatory Legal Announcements)
publication average was 43 days before the 11

AGMs

Company websites provide investors with
increasingly comprehensive information.
A website dedicated to the AGM
containing all necessary information is
created prior to the meeting (i.e. meeting
notification, calls to meeting including
the text of the resolutions proposed for
voting, the different voting methods, the
correspondence voting form, etc.).

Shareholder rights during AGMs
Voting right and participation of
shareholders
Attending and voting at the AGM

The rights to attend and vote at the AGM
are summarised in the table opposite.
Posing questions

Shareholders, even with a single share,
are entitled to put a verbal question to
To pose a question in writing directors during the GM.

Shareholders’ right of expression

Shareholders, even if they only hold one
share, are entitled to put a written question
to the board prior to the AGM. Answers to
written questions are given either verbally
during the meeting or published on the
company’s website in a section dedicated
to questions and answers. e

Voting on detailed points

During the AGM, shareholders vote on
all resolutions included in the agenda,
including some detailed points: related
party transaction, capital increases,
mergers, divestments, stock option issue
authorisations, etc.

To propose a resolution or ask for a point to
the added to the agenda

Shareholders, if they hold a given
percentage of the capital, are able to
propose resolutions and include points
on the agenda of the AGM e. The latter
innovative measure is an additional tool
available to shareholders to discuss during
AGMS issues of concern to them.

Voting on points relating to the
remuneration of management and directors

The AGM has to approve the statutory
agreements related to the various types
of remuneration such as severance pay
and supplementary pension commitments
in specific resolutions. Furthermore,
statutory agreements and commitments
The percentage of capital required to are approved after reading the special
submit a resolution decreases, from 5% auditors’ report provided by law. The
if the company’s capital is less than or AGM determines the total remuneration
equal to €750,000 to 0.5% if it is more than package of the board.
€15 million. The resolutions legitimately In June 2013 the Afep-Medef Code
proposed by shareholders are included in introduced the “say-on-pay” practice in
a second meeting notice.
France (see below on say on pay).
(See Summary table in voting rights and
participation)
Dialogue

SBF120 companies have investor relations
departments in order to deal with
shareholders and potential investors.
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Double voting rights

The French law of 29 March 2014 grants
double voting rights to shareholders
holding shares after in excess of two
years from the effective date of this law.
Companies that already having a double
voting right mechanism in their articles
of association may keep it as is (including
for periods longer than two years). It is
important to stress that this legislative
mechanism may be deactivated by a vote
at an Extraordinary General Meeting. e

for revoking this power of attorney; for
extending to anyone (including a nonshareholder) the possibility of being
appointed a proxy.
Electronic voting

Electronic voting has been used for a
long time - via Votaccess - and is being
increasingly developed.
Broadcasting of the AGM

The broadcasting of AGMs is increasingly
accessible on company websites, live and
Recording date of shares
for a few weeks following the AGM.

To participate in the AGM, no blocking of
shares is required, a position record date
is sufficient to allow the vote and must be Information post AGM
(since the French Decree of 8 December
2014) on the second business day following
Listed companies in France have to publish
the AGM at midnight Paris time.
the result of shareholder votes on their
Voting methods of non-resident website within 15 days of the holding of
shareholders the AGM.
The French Ordinance of December 2010
simplified procedures for non-resident
shareholders by allowing in particular for
the electronic appointment of proxies;

Company websites provide investors with
increasingly comprehensive information
after the AGM (i.e. details on the voting
of resolutions, presentations made during
the AGM, etc.).

Holding of shares
Shares may be held directly with the issuer in registered form, the registrar of the
listed company, or with an intermediary account holder/custodian in bearer form. An
intermediary form allows the shares listed with the issuer to be administered by an
intermediary (the «administered registered» form). In any event, a sale order may be
executed in extremely short timeframe. Investors, if they have registered shares, will
certainly be able to have access information from the issuer both before the AGM and
after it on how their decisions were taken into account.
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3.2. Specific rights for minority shareholders
to the stock market price higher than
the maximum authorised discount in
The rights of minority shareholders are the event of a capital increase without
protected in case of a public offering, a preferential subscription right and granting
mandatory offer becoming necessary if a shareholder control over the issuer.
an investor purchases 30% or more of the
capital. The share price offered must be at To guarantee equality of treatment of
least equivalent to the highest price paid shareholders, the French Financial Markets
by the acquirer in the 12 months prior. Authority (AMF) also provides in its General
French regulations on takeovers require Regulations for the use of an independent
the acquirer presents proof of the price expert evaluation in the event a given
in its offering, which is not the case in all transaction could cause conflicts of interest
within the board, which may negatively
European countries.
affect the objectivity of the opinion it has
A provision also protects minority given, or call into question the equality of
shareholders in the event of market the shareholders.
rumours: the French Financial Markets
Authority (AMF) may ask anyone who on It is also possible for companies to make
«reasonable grounds» may be thought use of this independent expertise if they
to be preparing an offer to state their wish in other cases.
intentions. A press release, reviewed by The qualifications of an independent
the AMF is then published. If a potential expert, and the conditions of his mission,
acquirer states that they do not wish to are strictly regulated by the French
submit a bid, they are prohibited from Financial Markets Authority (AMF).
doing so for six months.
Fairness opinions, which include detailed
information, are made public. The expert
must be completely independent: he
Mandatory de-listing
is appointed by the board of the target
French regulations protect minority company and a committee of independent
shareholders from effects of compulsory directors, tasked with supervising his work,
de-listing by imposing on controlling is also appointed.
shareholders the obligation to buy back Nowadays, a consensus has emerged to
shares if the French Financial Markets consider the opinion of such experts as
Authority (AMF) orders it. This occurs in essential for upholding good corporate
certain circumstances, particularly when governance. The rigorous implementation
a decision of the majority shareholder of instructions and recommendations by
affects the fundamental nature of the the French Financial Markets Authority
company or when it exceeds the threshold (AMF) and the threat of costly proceedings
of 95% of voting rights.
by aggrieved shareholders has led to
greater transparency in the substantiation
Use of independent expert
of the financial conditions used for public
evaluation
offerings.

Initial public offerings

In the aforementioned cases of mandatory
de-listings, the use of an evaluation by an
independent expert is required.
An independent expert evaluation is
also required in the event of a reserved
capital increase with a discount in relation

It should be noted that minority
shareholders
have
the
possibility
of contacting the company or the
independent expert in order to put forth
their arguments related to the conditions
of the public offering.
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of Paris on a compliance decision of the
AMF. In some countries, a more significant
Furthermore, French regulations protect shareholding is sometimes required for
the rights of minority shareholders by this.
securing the realisation of public offerings
made. Indeed, it requires of initiators of a The AMF has applied most of the regulations
public offering wishing to withdraw their related to public offerings to Alternext,
offering or change conditions of the offer such that the shareholders of companies
more restrictive conditions than those listed on this market will benefit from the
same rules on public offerings as on the
practised in Europe.
regulated market (apart from the triggering
threshold of the offering obligation, which
Right of appeal
is higher, and repurchase offerings, 236-5
Only one company share is needed to and 236-6 of the AMF General Regulations
lodge an appeal before the Court of Appeal which are not applicable to Alternext).

Withdrawal rights

3.3. Communication to shareholders
Financial reporting

listed on a multilateral trading system:

In case of companies listed
According to the Afep-Medef Code F, •
on
a
regulated
market, the regulated
each company must have a very strict
communication policy with the analysts information includes the following
and the wider market, making the same documents and information, listed
information available to all market in Article 221-1 of the AMF General
Regulations:
participants at the same time.
• The annual financial report;
French companies listed on the regulated
• The semi-annual financial report;
markets (i.e. Euronext or Alternext)
provide financial information throughout • For shareholding companies, the
report on the internal audit and risk
the year in various forms (annual report,
management procedures and the
press release, roadshow, website, etc.)
auditors’ report on the aforementioned
enabling analysts and investors to
reports;
understand and assess it. This information
combines periodic, ongoing and regulated
information.

The periodic information particularly
includes the annual and semi-annual
financial report, the content of which
is determined in the AMF General
Regulations.
The ongoing information makes public
any announcements which may have a
significant impact on the stock market price.
Ongoing information includes for example
statements on the exceeding of ownership
thresholds and statements on dealing in
shares by company management.
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As regards regulated information,
companies listed on a regulated market
must be distinguished from companies

Table of References
General Meetings - Shareholder rights (with one share)
Power

Right of prior communication:

Conditions

Source

- Obtaining on request a certain number of documents and information

Documents and information
listed by the legal texts
Justification of the status of
shareholder

Art. R225-81 and R225-83 of the
French Commercial Code

- Consultation at the registered office or administrative office of documents which the company has
to keep available to them

From the date of the call to
meeting and at least within
15 days before the date of
the meeting

Art. R225-83 and R225-89 of the
French Commercial Code

Listed company

Art. R210-120 and R225-73-1

Possibility of being assisted by an expert
Possibility of being assisted by a bailiff
Authorisation to make a copy of the documents
- Electronic consultation of documents which the
company must put on its website

Uninterrupted period starting no later than on the 21st
day before the GM (15th
day in a public offering period)
- Ability to ask written questions
Right of permanent communication:

* Possibility of being assisted by an expert
ments

* Possibility of making a copy of the docu-

Documents from the last 3
financial years (annual financial statements, Board
of Directors’ reports, etc.)

Art. L225-117 and L225-115 of
the French Law No 2011-525 of
17/5/2011
Art. R225-92, paragraph 1 of the
French Commercial Code

Right exercised at the registered office or at the place
of the administrative management

Right to attend the AGM

For one capital share, one
(amortised) dividend share,
one employee share or one
barer share.

Voting right

in any type of Meeting for
capital shares, at the AGM
for usufruct shares and
at the EGM for the bearer
shares

Art. L 228-29 and R 228-26, L 225198, paragraph 2 and L 225-199, Art.
L 225-263, of the French Commercial Code and Cour de Cassation,
Commercial Chamber 4-1-1994
Art. L 225-198, paragraph 2, and L
225-199, Art. L 225-110, paragraph 1
of the French Commercial Code

General Meetings - Powers assigned according to holding thresholds
Power
Calling of the general meeting

Submission of resolutions

Conditions
Listed company

Source
Art L.225-103 II of
the French Commercial Code

Holding
thresholds
> 50%

Only after a public exchange
offering/public purchase offering or sale of a control
block
If the capital is < or equal to Art
L.225-105, 5%
€750k
paragraph 2 of the
French Commercial
Code
If the capital is > €750k
- up to €750k
4%
- between €750k and €7.5m
2.5%
- between €7.5m and €15m

1%

- more than €15m

0.5%
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The auditors’ reports (report on the
financial statements, special report on
agreements);
• The press release on the statutory
auditors’ fees;
• The information on the total number
of voting rights and shares composing
the share capital;
• The
description
of
buy-back
programmes;
• The press release stating the means by
which a prospectus is made available;
• Privileged information;
• The press release stating the terms
of providing and consulting the
information that must be made
available to shareholders prior to the
convocation of the AGM (documents
listed in Article R.225-83 of the French
Commercial Code);
• The information provided in Article
223-21 of the AMF General Regulations
(amendment of rights associated
with various categories of shares,
amendments of conditions of the
issue which may have a direct impact
on the rights of holders of financial
instruments other than shares, new
issues of bonds and the guarantees
which are associated with them).
•
In case of companies listed on a
multilateral trading system, the regulated
information includes only the press
releases dealing with the descriptions
of the buy-back programmes, privileged
information and the provision of a
prospectus.
•

The French Financial Markets Authority
(AMF) monitors the financial information
published by listed companies and ensures
that public information is complete,
coherent and understandable. The AMF
particularly ensures that the companies
report as soon as possible any significant
information that may have an impact
on the stock market price such as the
signature of a contract, a strategic decision
or the acquisition of a company. The AMF
also ensures that listed companies comply
with their periodic publication obligation.
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Companies
publishing
consolidated
financial statements appoint two external
auditors to certify both the company
financial and consolidated financial
statements e. These auditors are
particularly tasked with ensuring that
equality has been respected between
shareholders. They are appointed by the
AGM and called to all its meetings.
The external double audit mechanism
prevalent in France corresponds to the
highest level of professional requirements.
The Financial Reporting Guide of the
Observatoire de la Communication
financière f available in English, contains
all these detailed elements in order to
foster best practice in terms of financial
reporting.

Communication on corporate
governance

Listed companies are required to make
reference to a corporate governance code
they have adopted (or, failing this, explain
in their filings whey they have not done
so). They are also required to indicate,
as appropriate, how their practices do or
do not comply with this code and explain
why: this is the essence of the «comply or
explain» rule.
Most companies belonging to the SBF120
and a few others make reference to the
Afep-Medef Code, the mid- and small-caps
to the MiddleNext Code (see Introduction
and paragraph 2.1). Companies making
reference to the Afep-Medef Code make
an effort to be transparent in terms of
reporting on their corporate governance
in accordance with the provisions of this
Code, particularly in terms of :
•

•
•

Board membership: background of
directors, criteria of their independence
and percentage of independent
members, diversity of the board,
The role and composition of board
committees
The report of the board and of its
committees: frequency of meetings,
attendance, etc.

•

The remuneration of the company
representatives:
French
listed
companies
present
in
detail
the
different
components
of
the remuneration of company
representatives in their annual filings,
generally using the summary tables
standardised by the AMF and the
Afep-Medef Code. Furthermore,
some elements of the remuneration
of company representative directors
(i.e. additional pension schemes,
severance pay, allocation of stockoptions and of free shares, etc.) and the
remuneration of directors (attendance
fees) are submitted to the vote at
the AGM. Severance pay and, for
companies having adopted the AfepMedef Code, the exercise of options
and gratuitous allocation of shares
have must be subject to KPIs. This
Code also provides for the prohibition
on directors from making use of
hedging instruments on the shares
allocated and supervisory measures
on non-statutory defined contribution
pension schemes. Companies which
make reference to the Afep-Medef
Code must submit remuneration of
their directors to the advisory vote of
the AGM (see paragraph 3.5 below)).
EF

Non-financial reporting and
corporate social responsibility (CSR)
The French regulatory framework, which
is considered one of the most advanced in
Europe, is not expected to undergo major
modifications to comply with the recently
adopted European Union Directive on nonfinancial reporting (Directive 2014/95/
EU of the European Parliament and of
the Council of 22 October 2014 amending
Directive 2013/34/EU as regards disclosure
of non-financial and diversity information
by certain large companies and groups).

Non-financial information in the
management report
Since 1 January 2012, companies must
publish in their management report
submitted to the AGM, strategies adopted
and actions carried out to take account of
the social and environmental consequences
of their activities and those in place to meet
their societal commitments in favour of
sustainable development. Increasingly so,
this document includes objectives which
have been assigned a financial cost and
based on «macro-economic» forecasts.

The Middlenext Code invites companies
which have adopted it to report on key
points which are the main concerns of
minority shareholders. On these elements,
statistical information is published annually
by various players and institutions including
the French Financial Markets Authority
(AMF), the High Committee on Corporate
Governance set up by the Afep and the
Medef and the Middlenext Association.
Companies can compare their practice to
these guidelines and summary statistics.
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Furthermore, companies report on
the distribution of their profits and on
the relationship between economic
performance and remuneration of
shareholders and company representatives.
This has to be brought in line with the
company’s human relations policy (new
jobs and changes in payroll), micro- and
macro-economic issues.

importance on CSR and governance in their
dealings with companies. Hence, a quarter
of the questions asked in AGMs concern
CSR matters and half of the resolutions
proposed by shareholders concern various
issues related to governance.

The incorporation of the ESG (Environment,
Social and Governance) criteria is growing
in the voting policies of asset management
This non-financial information may be companies and this is being done at their
evaluated by specialised rating agencies (i.e. own initiative. Ahead of AGMs, many
Vigéo, MSCI, etc.). Evaluation is intended companies now contact the major funds
for investors and asset management to discuss the proposed resolutions with
companies which may incorporate it to them and obtain their opinion.
select stocks they keep in their portfolios.
Companies may make use of the comply or
explain mechanism.

Towards integrated reporting?

Work towards creating an integrated
reporting standard is under way in the
The different means of expression International Integrated Reporting Council
(IIRC). The objective of this approach is
observed at AGMs
to create a selective reporting framework
Over the last ten years, Corporate Social
which includes not only the financial
Responsibility (CSR) has become one of
information, but also information on
the fundamental subjects of AGMs now
corporate governance, environmental and
covered in market forecasts. Increasing
social performance, incorporating them
numbers of companies include CSR in the
so as to reflect their interdependence and
presentation of their strategy and their
give a fair vision of the business model.
business model. This forward looking
This comprehensive vision of financial and
approach corresponds to a high expectation
non-financial performance is of increasing
of shareholders who place an increasing
importance in corporate world.

3.4. Relations with shareholders, investors and other
stakeholders outside the General Meeting
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The exercise of voting rights is given
increasing attention: discussions and
contacts are made in preparation of
the AGM and throughout the year with
the institutional investors, companies,
management companies and proxy
advisors.

policy may include, at the initiative of the
management company, the appropriate
ESG criteria. Article L. 214-12 of the French
Monetary and Financial Code, arising from
the Loi Grenelle 2 of 10 July 2010, “requires
transparency in the consideration of ESG
criteria by asset management companies”.

More generally, before and after the AGM,
there is increasing dialogue between
companies, investors and civil society
stakeholders.

CSR and Socially Responsible
Investing (SRI) in France

•
French companies are committed
Pursuant to the law and the AMF General to the CSR (Corporate Social Responsibility)
Regulation, asset management companies and SRI (Socially Responsible Investment)
must prepare a voting policy and make approach through different initiatives.
it available to shareholders. This voting Companies signatory to the UN Global

Compact commit to 10 principles related
to CSR. A growing number of French
companies commit each year to the Global
Compact: 1,140 signatory companies out
of a total of 12,861 are French (NB: US:
544, Germany: 360, UK: 320).
Sustainable finance (and more specifically
CSR and SRI) is one of the 5 strategic axes
of the Paris financial market which is very
active in this domain. A «Sustainable
Finance» Commission unites, under the
aegis of Paris EUROPLACE, the parties
involved - issuers and investors - to develop
dialogue on these subjects and propose
joint actions.

CSR and SRI
• 2015: inquiry on the expectations
of issuers and investors of the Paris
financial market in terms of CSR and
SRI. The high response rate and the
results of survey have shown the
growing mobilisation and interest
of French players on these subjects,
particularly given high expectations
on the creation of a SRI market label,
the importance of the recognition of
CSR approaches for companies and
the contribution of these approaches
to the overall performance of the
company. These different initiatives
are completed by national legislation
Within this framework, several actions
which has well advanced on these
have been implemented, particularly since
topics since 2001 (for more details, see
the 2008 financial crisis:
«non-financial reporting and CSR»)
• 2009: signature of a Paris Stock
•
The development of CSR and SRI
Exchange Charter on Responsible
foster financial innovation, for example
Investment
long financing instruments such as «green
• 2012: publication of the 10 proposals bonds».
of the Paris Stock Exchange for Europe
on Responsible Finance, particularly

3.5. Director remuneration
Say on Pay
In listed companies, information on
remuneration and advantages accrued or
potentially due, excluding those arising
from non-compete clauses to Chairpersons,
Chief Executive Officers, Deputy Chief
Executive Officers when they cease or
change their functions, must be subject
to prior authorisation of the board. The
AGM then votes on the said remuneration
package.
As regards the actual remuneration of
directors, the Afep-Medef Corporate
Governance Code, as amended in June
2013, introduced in France the «say on
pay» by which companies referring to this
Code must, during the AGM, subject the
individual remuneration of the company
directors to an ex-post advisory vote.
Despite the advisory nature of the vote,
the Code requires that when the AGM

issues a negative opinion, the board,
on the opinion of the remuneration
committee, discusses this matter in a
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future meeting and immediately publishes
on the company’s website a press release
stating its intentions. The Code further
recommends that a separate resolution for
the Chairperson (or the Chairperson of the
Management Board in firms with two tier
boards).

the centralisation of information on the
remuneration of directors were widely
respected. Most companies use the
standardised presentation tables given in
the Afep-Medef Code or provide equivalent
information.

French law (Commercial Code Art.
The application guide of the Afep-Medef L.225-102-1) requires the publication
Code, published in January 2014 by of information on the remuneration of
the new High Committee on Corporate directors in the management report
Governance, specifies the implementation presented by the companies to the AGM.
of this new recommendation, particularly This content also applies to the filing
the terms of presentation of information documents: total remuneration and any
on remuneration submitted to a vote, the other advantages accrued during the
drafting of the proposed resolutions, and financial year, including from controlled
the need to provide for a specific resolution companies or firms which control the
for the Chairperson. 9
company, description of the fixed, variable
In 2014, the resolutions submitted were and extraordinary parts of pay and their
adopted by shareholders with very high method of calculation, commitments of
approval rate of 92.6% on average for any kind (remuneration, compensation
or advantages, and their determination
CAC40 firms.
methods).
The AMF 2014 annual report on corporate
governance and remuneration of directors Other than these legal requirements,
mentions that the companies in the sample practices in terms of director remuneration
it examined presented almost all of the are based on «soft law» and the
expected information ahead of the vote. implementation of codes prepared by
Almost all the CAC40 companies inserted the relevant organisations (Afep Medef,
in their annual report to the AGM, or in Middlenext). The Afep-Medef Code
their convocation documents, a specific particularly recommends making public
paragraph on remuneration submitted «all remuneration, potential or actual, of
to vote and drafted a specific paragraph corporate executives», and including in the
in their regulatory filings or their annual annual report «a chapter, prepared with the
assistance of the remuneration committee,
report. E
dedicated to providing shareholders with
All CAC40 companies presented an information on remuneration received
individual resolution for the Chief Executive by directors». To improve the legibility
Officer or Chair of the management board and comparability of the information, the
and a resolution for the chief operating Code recommends that companies follow
officer(s) or the other members of the a standardised presentation provided in
board. All public limited companies having the form of tables. The AMF specifies the
opted for a separation of the functions methods of presenting this information
of Chairperson of the board and Chief in its recommendation statement on
Executive Officer presented an individual information to be given on director
resolution for the former.
remuneration. F
Policies addressing variable remuneration
have improved in recent years. Most
Apart from the generalisation of «say companies in the AMF sample indicate
on pay», French companies have made in their filings to have capped this
constant progress in recent years in remuneration. All companies providing
terms of information provided. The variable remuneration (i.e. most CAC40
recommendations of the regulator on companies) indicate that it is subject

Director remuneration
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to the achievement of performance
criteria. A majority of them have devised
an allocation method between the
different performance criteria. Among the
companies which make the payment of
variable remuneration conditional upon
the achievement of qualitative criteria,
half have put in place criteria related to
social and environmental responsibility. E
Taking account of the desire of investors
to develop remuneration policies
incorporating the medium- and long-term
outlook, an increase in the use of multiannual variable remuneration, subject to
performance criteria, was noted in 2013.
Furthermore, 95% of CAC40 companies
allocating free shares or subscription
options or share purchase options to their

directors make them conditional upon the
accomplishment of some performance
conditions.
Discussions are in progress at the
legislative level and in practice on a stricter
short-term supervision of private pension
schemes. Already, the Afep-Medef Code
amended in June 2013 introduced a cap
for supplementary pension schemes at
45% of the reference income. F
In general, French companies are
improving the transparency and quality
of the information given on director
remuneration. Each year, the AMF report
on corporate governance and director
remuneration allows for reporting on the
progress made and areas to be improved.

3.6. Role of the High Committee on Corporate
Governance
Since 2013, monitoring of the application
of the Afep-Medef Code has been assured
by the High Committee on Corporate
Governance. This independent committee
is composed of seven experts (four
directors of international groups, two high
level legal experts and a representative of
investors).
Its mission is to give to the boards opinions
on the interpretation of the Code, but also
to provide its own unsolicited opinions if it

notes that a given company is not applying
one of the recommendations of the Code
without a sufficient explanation.
Furthermore, it proposes updates to the
Code where necessary and it publishes an
annual report. If a company decides not to
follow the opinion of the High Committee,
it must state this in its Annual Report
explaining the reasons for this. B9
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The French financial market is delighted
with the significant and constant progress
of corporate governance. For the vast
majority of domestic companies, France
now in line with best corporate governance
practices.

This favourable development in corporate
governance also increasingly concerns
medium-sized companies, particularly
under the impulse of various local
investment institutions dedicated to
investing in SMEs.

Particularly noteworthy is the effective
consideration of the interests of
international investors, which have an
important place and contribute towards
the dynamism of the French financial
market.

This favourable evolution of corporate
governance standards and practices in
France echoes strong capacity of the
French industrial and entrepreneurial
fabric which increasingly functions by way
of an integrated ecosystem integrating
large, medium and small companies.
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List of CAC40 and SBF120 French
listed companies
SOCIETE GENERALE

CAC40

SBF120

TECHNIP

CAC40

SBF120

ACCOR

CAC40

SBF120

TOTAL

CAC40

SBF120

AIR LIQUIDE

CAC40

SBF120

UNIBAIL-RODAMCO

CAC40

SBF120

AIRBUS GROUP

CAC40

SBF120

VALEO

CAC40

SBF120

ALCATEL-LUCENT

CAC40

SBF120

VEOLIA ENVIRON.

CAC40

SBF120

ALSTOM

CAC40

SBF120

VINCI

CAC40

SBF120

AXA

CAC40

SBF120

VIVENDI

CAC40

SBF120

BNP PARIBAS

CAC40

SBF120

ARKEMA

Next20

SBF120

BOUYGUES

CAC40

SBF120

ATOS

Next20

SBF120

CAP GEMINI

CAC40

SBF120

BUREAU VERITAS

Next20

SBF120

CARREFOUR

CAC40

SBF120

CASINO GUICHARD

Next20

SBF120

CREDIT AGRICOLE

CAC40

SBF120

DASSAULT SYSTEMES

Next20

SBF120

DANONE

CAC40

SBF120

EDENRED

Next20

SBF120

EDF

CAC40

SBF120

EUTELSAT COMMUNIC.

Next20

SBF120

ESSILOR INTL.

CAC40

SBF120

HERMES INTL

Next20

SBF120

GDF SUEZ

CAC40

SBF120

ILIAD

Next20

SBF120

KERING

CAC40

SBF120

KLEPIERRE

Next20

SBF120

LAFARGE

CAC40

SBF120

NATIXIS

Next20

SBF120

LEGRAND

CAC40

SBF120

SCOR SE

Next20

SBF120

L’’OREAL

CAC40

SBF120

SES

Next20

SBF120

LVMH

CAC40

SBF120

SODEXO

Next20

SBF120

MICHELIN

CAC40

SBF120

STMICROELECTRONICS

Next20

SBF120

ORANGE

CAC40

SBF120

SUEZ ENVIRONNEMENT Next20

SBF120

PERNOD RICARD

CAC40

SBF120

THALES

Next20

SBF120

PEUGEOT

CAC40

SBF120

VALLOUREC

Next20

SBF120

PUBLICIS GROUPE SA

CAC40

SBF120

ZODIAC AEROSPACE

Next20

SBF120

RENAULT

CAC40

SBF120

ADP

SBF120

SAFRAN

CAC40

SBF120

AIR FRANCE -KLM

SBF120

SAINT GOBAIN

CAC40

SBF120

ALTEN

SBF120

SANOFI

CAC40

SBF120

ALTRAN TECHN.

SBF120

SCHNEIDER ELECTRIC

CAC40

SBF120
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APERAM

SBF120

MONTUPET

SBF120

BIC

SBF120

NEOPOST

SBF120

BIOMERIEUX

SBF120

NEXANS

SBF120

BOLLORE

SBF120

NEXITY

SBF120

CGG

SBF120

NUMERICABLE-SFR

SBF120

CNP ASSURANCES

SBF120

ORPEA

SBF120

COFACE

SBF120

PLASTIC OMNIUM

SBF120

EIFFAGE

SBF120

REMY COINTREAU

SBF120

ELIOR

SBF120

REXEL

SBF120

ERAMET

SBF120

RUBIS

SBF120

EULER HERMES GROUP

SBF120

S.E.B.

SBF120

EURAZEO

SBF120

SAFT

SBF120

FAURECIA

SBF120

SOITEC

SBF120

FONC.DES REGIONS

SBF120

SOLOCAL GROUP

SBF120

GECINA

SBF120

SOPRA STERIA GROUP

SBF120

GENFIT

SBF120

TARKETT

SBF120

GROUPE EUROTUNNEL

SBF120

TECHNICOLOR
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