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U R G E N T 

 
By email: dafca.contact@oecd.org 
 
 
 
Dear Sir/Madam 
 
Proposed Revisions to the OECD Principles of Corporate Governance 
 
RPMI Railpen is a subsidiary of RPMI and is authorised by the FCA to carry out investment 
management for the Railways Pension Trustee Company Limited (RPTCL), the corporate 
trustee of the Railways Pension Scheme and other UK railway industry pensions schemes 
with total assets of approximately £20 billion. RPMI Railpen provides investment and pensions 
administration services to RPTCL for over 350,000 beneficiaries. 
 
We welcome the opportunity to respond to the consultation on the proposed revisions to the 
OECD Corporate Governance Principles launched on 14 November, and set out below our 
comments in a number of regards on the text of the consultation document. 
 
We note the intention of this consultation and review is to “ensure the continuing high quality, 
relevance and usefulness of the Principles taking into account recent developments in the 
corporate sector and capital markets. The outcome should provide policy makers, regulators 
and other rule-making bodies with a sound benchmark for establishing an effective corporate 
governance framework.” We strongly support this approach and believe that in large part the 
amendments that have been proposed serve this purpose. 
 
We particularly welcome the new text relating to: 
 

 articulation of the role played by “soft law” and the principle of “comply or explain” 
(Para 1) 

o We generally believe that adoption of the “comply or explain” principle should 
be encouraged internationally (although we also recognise that it may be 
difficult to apply such an approach readily in rules-based markets). The 
flexibility the principle provides in corporate reporting allows stakeholders to 
hold companies to account over the appropriateness of both their disclosures 
and non-disclosures, whilst at the same time providing companies with a 
degree of protection should they find themselves under pressure to disclose 
highly sensitive information.  
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 indication of the need for more work to be done by individual jurisdictions to highlight 
the benefits of good governance (Para 2) 

o We believe that all participants in the investment chain, including public policy 
makers, stand to benefit from efforts to improve the management of 
governance risk. Accordingly, suggesting that individual jurisdictions might look 
to establish initiatives to promote the benefits of sound corporate governance 
practice would appear entirely sensible. 

 

 encouragement of the use of electronic distribution of proxy materials, and cross-
border voting (Paras 20 and 25) 

o As a globally diversified investor, we would strongly welcome companies 
internationally to move to a standard of distributing proxy materials 
electronically. Provided such material is fulsome and transmitted sufficiently far 
in advance of vote deadlines, timely and appropriate voting of shares can be 
achieved regardless of geographical separation. 

 

 provision of specific commentary on management of conflicts of interest around related 
party transactions (II.F and Paras 34,35,83) 

o We welcome the introduction of specific commentary on the management of 
conflicts of interest in order to protect the interests of the company and its 
shareholders. Efficient capital allocation decisions are hindered by the failure to 
monitor and manage conflicts of interest. This is true both for companies and 
investors. The more that can be done to promote the active management of 
risk in this connection, the better. 

 

 new introduction to Section III (Paras 42-44) 

o We warmly welcome the new introduction to this section which is eminently 
sensible. 

 

 clarifying that asset managers should disclose voting records, and that simply having a 
corporate governance policy should no longer be considered sufficient (Para 47) 

o As signatories to both the UK and Japan Stewardship Codes, we have 
developed stewardship code statements, have a suite of corporate governance 
policies, and disclose our voting practice in both our main reference market, the 
UK, and also Japan. We would very much like to see asset managers do more 
in terms of vote disclosure so that investors have the chance to observe how 
stated investment values are put into practice at shareholder meetings. 
However, we also have some criticisms to offer of this section (see below). 

  



 

 

 clarifying that custodians/nominees should vote only as instructed by customers (III.B 
and Paras 48,49) 

o For shareholders that lack the scale to retain a dedicated voting function, or 
who do not wish to follow the voting approach adopted by their external asset 
manager, we welcome the clarification that custodians/nominees should ensure 
that the votes which are cast are ‘in line’ with the directions they have received 
from customers, and that it is not permitted for shares to be voted unless 
specific instructions have first been provided. It is the shareholders’ prerogative 
to cast their votes in the way they think is most appropriate and prior 
agreement with custodians should not be required before votes are cast. 

 

 encouraging fee transparency throughout the investment chain (Para 52) 

o We have recently publically announced a wholesale revision in our investment 
approach precisely because of the hidden fees we have encountered in 
managing funds for our beneficiaries. The introduction of specific language to 
encourage fee structure transparency in the investment chain is therefore very 
much to be welcomed as a means to help other investors understand where 
costs are being incurred in the investment process, and why. 

 

 provision of additional guidance for dual-listed entities and exchanges (III.F and Paras 
57,58) 

o We welcome the clarification on the approach that should be followed in the 
instance of a company being listed on two or more different exchanges. It is 
helpful for the requirement to disclose which jurisdiction’s rules are applicable 
properly placed with the exchange/company, although in practice it would be 
helpful for one or other party to be given prime responsibility for making sure 
disclosure.  

 

 encouraging companies to report on non-financial factors throughout their supply 
chain, potentially via integrated reporting, and to shine more light on donations made 
for political purposes (V.A and Paras 76,77) 

o We have seen repeatedly in recent years instances of companies being 
excoriated in the press for their perceived lack of awareness or management of 
“non-financial” risks in their supply chains. We very much consider the 
relationship between companies and the communities in which they operate to 
be material to long-term success. The fact that the Principles are now being 
expanded to require companies’ policies on public policy commitments to cover 
their supply chain is therefore strongly welcomed. We would very much support 
such disclosures being made in line with the recommendations of the 
International Integrated Reporting Council’s “International <IR> Framework”, 
which seeks to bring material financial and non-financial disclosures closer 
together in order to enable a more efficient and productive allocation of capital. 

In a similar connection, we would also welcome a requirement for companies to 
describe their business models (along the lines of the approach taken under 



 

 

the UK Corporate Governance Code), and to disclose their ethical/sustainability 
policies as well as their corporate Key Performance Indicators (KPIs).  

We also strongly welcome the recognition that investors should be allowed to 
hold the board and managers to account for the use of company funds. It is 
imperative that the value and destination of donations made for political 
purposes are disclosed; without this information, investors are forced to accept 
the risk of funds being used privately to support a position that is inconsistent 
with a position taken publicly. 

 

 strengthening of the call for companies to report regularly on corporate governance 
issues (V.A.9 and Para 90) 

o The assessment of a company’s governance lies at the heart of the 
assessment of governance risk. The recommendation that corporate 
governance reporting should be mandatory and the suggestion that a “comply 
or explain” approach should be used will therefore be welcome news to many 
investors; through active engagement on corporate governance issues by both 
companies/directors and shareholders, such principles-based systems can 
provide effective market-based solutions. 

We welcome particularly the recommendation that disclosure should cover the 
division of authority between shareholders, management and board members. 
This will be of great assistance in setting the tone of the conversation between 
investors and companies new to corporate governance reporting. 

 

 indication that malus and clawback provisions should be considered as being good 
practice (Para 112) 

o Recognition of malus and clawback as aspects of good remuneration practice 
is most welcome. We believe that across our investment portfolio, and most 
particularly in the UK and USA, executive remuneration is in many instances 
excessive. The use of malus and clawback provisions allows shareholders to 
be reassured that, where bonuses have been awarded but circumstances 
subsequently reveal this to be inappropriate, any residual benefit yet to flow to 
executives can be withheld and any benefit that has already been realised can, 
at least in theory, be reclaimed. This helps keep pay and performance in close 
alignment. 

 

 indication of the need for board effectiveness reviews and the consideration of both 
thought and gender diversity amongst board members and senior execs (VI.E.4 and 
Paras 129,130) 

o It is clearly in investors’ best interests for the board of the investee company to 
perform well and we consider board effectiveness reviews to be a key part of a 
robust board governance process (despite relatively few companies/boards 
making meaningful disclosure in this connection). Regular evaluation of the 
board can serve as a means to demonstrate to shareholders the board’s 
commitment to ensuring that directors remain suitable as their agents. Where 



 

 

reviews indicate that skills gaps exist, training or recruitment can be arranged 
to ensure that the board remains capable of delivering the company’s long-term 
strategy. The consideration of diversity in all its dimensions (as opposed to just 
gender diversity) within this evaluation is to be welcomed as a means to reduce 
further the recognised risk of “groupthink”. We would strongly support the 
introduction of a recommendation to conduct regular board evaluations as a 
core principle. 

 
 
However, in respect of a number of proposed amendments to the Principles, we would 
encourage the OECD to reconsider matters. Our comments on specific issues follow: 
 

Section I 
This section is being rephrased to indicate that the “corporate governance framework should 
promote transparent, efficient and fair markets”. Whilst we agree that the framework 
established should be consistent with the rule of law, fairness transcends legality. Therefore, 
whilst we applaud the sentiment of this amendment, it is not immediately clear to us in whose 
eyes fairness will ultimately be judged. This puts at risk the extent to which the principles can 
be applied consistently across OECD member states. 
 

Para 5  
Use of the phrase “ensure sound corporate governance practices” feels inappropriate. Rather, 
it might be better for the enforcement and sanctioning powers of public authorities to “help 
encourage sound corporate governance practices”. We would strongly resist the notion that 
companies should be forced to accept one particular governance model. The model adopted 
should instead be representative of the fair balance of opinion of shareholders, subject to the 
provisions of established public policy on corporate governance. 
 

Paras 8-10 
Governance risk is an element of total investment risk and on this basis we would argue that 
the economic value of governance manifests itself in all markets. Admittedly it is typically 
equity markets which have been the focus for corporate governance analysis, however it feels 
here as if it is only “stock markets” that should be regulated in a way that supports effective 
corporate governance. We see no reason why other markets, particularly debt markets, 
should not also be regulated in a way that supports effective corporate governance. We would 
also welcome the introduction of a requirement for stock exchanges (be they national 
organisations or for-profit listed entities) to report annually against the OECD principles. 
 

Para 20  
The new last sentence which has been proposed feels wrong. We would argue that private 
enforcement of rights should be the primary mechanism for shareholders to hold the board to 
account; the aspirational statement that “where private enforcement is weak, regulators 
should be in a position to curb unfair voting practices” implies that the OECD is content in 
some circumstances for private enforcement to be blocked unfairly. If the intention here is that 
unfair voting practice should never be allowed to persist, we would contend that where private 
enforcement is considered weak (for whatever reason), regulators should be required to 



 

 

introduce mechanisms for shareholders as a fallback to ensure that unfair voting practices are 
indeed curbed. 
 

II.C.4 and Paras 22,23 
Without being specific, arguably much of this text could be improved. The use of “in 
particular” in paragraph 23 certainly does not feel right when referring to remuneration policy 
“as well as” total remuneration awarded: “In addition” would seem more appropriate as 
investors increasingly see remuneration policy and remuneration practice as connected but 
separate issues (this is no doubt a result of the introduction of separate votes on policy and 
practice in certain markets). Furthermore, it is not in fact clear why the decision has been 
taken to shift focus away from the remuneration policy and towards the actual remuneration 
awarded. In our view, the policy sets the framework for future awards and we would therefore 
prefer for the main recommendation to retain the reference to remuneration policy, and for the 
commentary to be amended in light of this. 

We would also strongly support the introduction of language to encourage the disclosure of: 
- all criteria relevant to the vesting of performance related pay 
- an indication of the amounts executive board members could receive under 

performance pay schemes at target, maximum and in respect of actual 
performance delivered, with awards stated based on end of year share prices  

- a single pay figure 
 

III.A and Para 47 
We would welcome the expansion of the language to encourage adoption of the concept of 
‘stewardship’. At present, this paragraph reflects only a recommendation to implement a 
corporate governance policy; stewardship as a concept, however, goes beyond corporate 
governance, as Professor John Kay made clear in his well remarked “Review of UK equity 
markets and long-term decision making”. If asset managers are to serve truly the interests of 
asset owners, most particularly those investing for the long-term, they must act as good 
stewards of the companies and assets in which they invest. Prof Kay recommends that asset 
managers should adopt good practice statements, and proposes that they should commit to “ 
build an ongoing relationship of stewardship with the companies in which they invest 
to help improve long-term performance – recognising that engagement goes beyond 
merely voting.” 
 

III.G and Para 59 
We would support a general recommendation that the structure and functioning of stock 
exchanges and trading venues should encourage (rather than ensure) efficient and fair price 
formation. However, the more specific guidance provided that timely access to market 
information is ‘an essential prerequisite’ to effective corporate governance, and that ‘efficient 
and fair price formation [should be ensured] as a basis for effective corporate governance’, 
would appear to suggest that the OECD believes corporate governance risk is most 
appropriately assessed and managed over short time frames. We would argue that this is not 
the case. The commentary in paragraph 59 states that “[e]ffective corporate governance 
requires that shareholders are able to monitor corporations by comparing market information 
with their own assessments of company prospects and performance” and we do not disagree; 
however, while short term investors would tend to be the most keen to have timely access to 
information as part of a comparatively higher frequency trading strategy, longer term investors 
such as ourselves are less concerned with such frequent monitoring and are instead content 



 

 

to rely on data spread over a longer time frame, which thus does not need to be provided in 
such a timely manner. 
 

Para 60  
The addition of ‘customers’ is welcome but we would propose that ‘market regulators’ and 
‘public policy makers’ should also be included as stakeholders of relevance. 
 

Para 73 
We do not think that the proposed amendment to this paragraph is particularly helpful. Audited 
financial statements are published far too late to “provide the basis to value securities”. They 
are merely confirmatory of a company’s financial position on a particular date; as such, they 
are useful in holding management to account but this is different from the main thrust of the 
paragraph. Rather than make misleading assertions as to what financial statements do, we 
would prefer for the original text to be retained which instead alludes to their general purpose. 
 

V.A.3 and Para 78 
We would strongly welcome the introduction of a requirement that the shareholdings of 
directors, including non-executives, should be disclosed. 
 

Para 84 
For companies with diverse ownership, the 5% shareholding threshold seems to us actually to 
be quite high. We believe that, for the sake of clarity, it would be better to revise this threshold 
to 3%; this is the threshold set in Sec.793 of the UK Companies Act 2006 governing 
disclosure of an interest in a company. 
 

Para 88 
We agree in principle that companies ought to disclose information on key issues relevant to 
employees and other stakeholders that may materially affect the performance of the company. 
However, we feel the proposed amendments to the wording in this paragraph risk undermining 
the principle of investor primacy in relation to reporting. Various legal and contractual rights 
provide employees with protection. Equity investors however bear the residual investment risk 
and it is therefore they who should be the principal target audience for corporate reporting. 
Disclosure requirements should therefore reflect investors’ needs and not simply comprise an 
exhaustive list of potential interest areas. 
 

Para 93 
Greater accountability of auditors to shareholders is welcome in principle. However, we do not 
believe, in practice, that all investors will want to engage with external auditors. At the same 
time, the audit committee should remain accountable to shareholders. We believe that the 
proposed amendments create a risk that these two concepts will be conflated. 
 

Para 96 
We agree with the general thrust of this proposal but feel that additional guidance could be 
provided here to help clarify how you envisage scepticism can be tested in practice. This is a 
highly subjective test. Should the audit profession be allowed to police itself in this regard, it 
seems to us there is a small but real risk that inadequate scepticism may only be identified 



 

 

after an audit failure which would not be in investors’ best interests. Rather, national regulators 
(such as the Audit Quality Review Team of the UK’s Financial Reporting Council) would seem 
better placed to monitor scepticism. 
 

Para 104  
The commentary observes that directors around the world tend to be protected (from the legal 
perspective) should they be forced into pursuing an aggressive tax avoidance policy as a 
result of legal obligation. The commentary might also note though that shareholders may not 
deem legal compliance to be entirely sufficient; there has been significant disquiet in recent 
years over companies’ approach to aggressive tax arrangements which has led to some 
companies operating in the UK making voluntary tax payments in order to escape further 
damaging attention arising from the earlier off-shoring of profits. 
 

VI.E and Para 120 
We welcome the stronger language to indicate that the separation of CEO and Chairman roles 
is regarded as good practice. We would strongly support introduction of an even stronger 
statement, recommending the separation of the two roles. We see the Chairman as 
responsible for overall governance and the operation of the Board; the CEO meanwhile has a 
distinctly different role requiring distinctly different skills, overseeing the company’s day to day 
operations. 
 

VI.E.2 and Para 127 
In addition to our comments on stewardship above, we would welcome the encouragement of 
boards to report to shareholders (via specialised committee, as appropriate) annually on risk 
management and material controls as part of their stewardship role. We believe it would be 
particularly pertinent for companies to be required to report on cyber and technology risk, both 
of which we note are issues of significant concern to OECD member states. 
 
 
We trust you find our comments helpful and please do not hesitate to contact me should you 
wish to discuss our response further.  
 
Yours faithfully, 
 
 

 
 
 
Frank Curtiss 
Head of Corporate Governance 


