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Corporate Governance Reform — The Status of
Sarbanes-Oxley in the European Union

This is an excerpt from an article which will be published in the upcoming International Law and Practice Section
Mewsletter of the New York State Bar Association.

Mulo-national corporations  which  de
business in the European Union (“EUT) are
also impacted by the global mandare for
regulation under the Sarbanes-Oxley Act
(“SOA"} enacted i the United Srares on
July 30, 2002, The EU is following
America’s lead 1o closely scrunnize the
carporate decision-making process wich the
goal af making it more accountable - albeit
ar a muore Glutious pake.

The EU is developing a paradigm for
reform under the Financial Services Action
Plan [FSAP), established in 19599 to review
existing codes ol corporate governance. The
European Commission has already bepun
providing for  the
international sccounting standards for all
listed EU companies by 2005, [n May 2002,
the Commission proposed a code of
conduct on the independence of anditors,
and member states endorsed the Marker
Abuse Direcrive to harmonize and toughen
rules agamst msiler trading.
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In addition, the Commission also
mandated the High Level Growp of
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Company Law Experts ("Group™) to
develop a policy on corporate governance
and European company law. The Group
published a repore in November 2002 char
recommended a strong and effective role for
independent non-executive o supervisory
directors, a choice berween @ unitary versus
a ewo-ter board structure 1o be made by
sharcholders of lsted companies, and
greater financizl disclosure theough the
implementation of a cross-horder |epal
framework, However, the Group cautioned
agunst the creation of a single European
Code of corporate governance singe the
underlying company laws in the member

stares arc not harmonized in various key
arcas,

In response to the Group’s report, the
European Commission recently published
its Communicaton on Company Law (May
X1, 2003} which advocares strengthening
sharcholders® rights, fostering efficiency and
compentiveness of business, and resoring
confidence by
rransparency and access 1o informarion,

The EL, while concerned over issnes of

investor increasing

fraud and accountability, has not responded
with the same sense of urgency as bas the
Unired Srates under SOA. Mevertheless, the
FLl has made significant progress ar its own
carefully navigared pace:
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