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COUNCIL DIRECTIVE 2001/ /EC

of

supplementing the Statute for a European Company
with regard to the involvement of employees

THE COUNCIL OF THE EUROPEAN UNION,

Having regard to the Treaty establishing the European Community, and in particular
Article 308 thereof,

Having regard to the amended proposa from the Commission ﬂ

Bl

Having regard to the Opinion of the European Parliament =,

Having regard to the Opinion of the Economic and Socid CommitteeE,|

1 0JC138,295.1991, p. 8.
> 0JC342,20.12.1993, p. 15.
®  0JC124,21.5.1990, p. 34.
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Whereas:

@

@)

©)

(4)

In order to attain the objectives of the Treaty, Council Regulation (EC) No /2001 I:|e$tabl ishesa
Statute for a European Company (SE).

That Regulation aims at creating a uniform legal framework within which companies from
different Member States should be able to plan and carry out the reorganisation of their business

on a Community scale.

In order to promote the socia objectives of the Community, special provisions have to be set,
notably in the field of employee involvement, aimed at ensuring that the establishment of an SE
does not entail the disappearance or reduction of practices of employee involvement existing
within the companies participating in the establishment of an SE. This objective should be
pursued through the establishment of a set of rulesin thisfield, supplementing the provisions of
the Regulation.

Since the objectives of the proposed action, as outlined above, cannot be sufficiently achieved by
the Member States, in that the object isto establish a set of rules on employee involvement
applicable to the SE, and can therefore, by reason of the scale and impact of the proposed action,
be better achieved at Community level, the Community may adopt measures, in accordance with
the principle of subsidiarity as set out in Article 5 of the Treaty. In accordance with the principle
of proportionality, as set out in that Article, this Directive does not go beyond what is necessary

to achieve these objectives.

1

Seepage of thisedition of the Official Journal.

14732/00 SW/mces 2

DG J EN



(®)

(6)

(7)

(8)

)

The great diversity of rules and practices existing in the Member States as regards the manner in
which employees representatives are involved in decision-making within companies makes it

inadvisable to set up asingle European model of employee involvement applicable to the SE.

Information and consultation procedures at transnationa level should nevertheless be ensured in

all cases of creation of an SE.

If and when participation rights exist within one or more companies establishing an SE, they
should be preserved through their transfer to the SE, once established, unless the parties decide

otherwise.

The concrete procedures of employee transnationa information and consultation, aswell as, if
applicable, participation, to apply to each SE should be defined primarily by means of an
agreement between the parties concerned or, in the absence thereof, through the application of

aset of subsidiary rules.

Member States should still have the option of not applying the standard rules relating to
participation in the case of amerger, given the diversity of national systemsfor employee
involvement. Existing systems and practices of participation where appropriate at the level of

participating companies must in that case be maintained by adapting registration rules.
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(10) The voting rules within the special body representing the employees for negotiation purposes, in
particular when concluding agreements providing for aleve of participation lower than the one
existing within one or more of the participating companies, should be proportionate to the risk of
disappearance or reduction of existing systems and practices of participation. That risk is greater
in the case of an SE established by way of transformation or merger than by way of creating

aholding company or acommon subsidiary.

(11) Inthe absence of an agreement subsequent to the negotiation between employees representatives
and the competent organs of the participating companies, provision should be made for certain
standard requirements to apply to the SE, onceit is established. These standard requirements
should ensure effective practices of transnationa information and consultation of employees, as
well asthelr participation in the relevant organs of the SE if and when such participation existed
before its establishment within the participating companies.

(12) Provision should be made for the employees’ representatives acting within the framework of the
Directive to enjoy, when exercising their functions, protection and guarantees which are smilar
to those provided to employees representatives by the legidation and/or practice of the country
of employment. They should not be subject to any discrimination as aresult of the lawful
exercise of their activities and should enjoy adequate protection as regard dismissal and other
sanctions.
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(13) Theconfidentiality of sensitive information should be preserved even after the expiry of
the employees representatives terms of office and provision should be made to allow
the competent organ of the SE to withhold information which would serioudly harm, if subject to

public disclosure, the functioning of the SE.

(14) Where an SE and its subsidiaries and establishments are subject to Council Directive 94/45/EC
of 22 September 1994 on the establishment of a European Works Council or aprocedurein
Community-scale undertakings and Community-scale groups of undertakings for the purposes of

informing and consulting employees, bl

the provisions of that Directive and the provision
transposing it into national legidation should not apply to it nor to its subsidiaries and
establishments, unless the special negotiating body decides not to open negotiations or to

terminate negotiations aready opened.

(15) This Directive should not affect other existing rights regarding involvement and need not affect
other existing representation structures, provided for by Community and national laws and

practices.

(16) Member States should take appropriate measures in the event of failure to comply with the

obligationslaid down in this Directive.

(17) The Treaty has not provided the necessary powers for the Community to adopt the proposed
Directive, other than those provided for in Article 308.

! OJL 254, 30.9.1994, p. 64. Directive aslast amended by Directive 97/74/EC (OJ L 10,

16.1.1998, p. 22).
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(18)

(19)

(20)

It isafundamental principle and stated aim of this Directive to secure employees acquired rights
as regards involvement in company decisions. Employee rightsin force before the establishment
of SEs should provide the basis for employee rights of involvement in the SE (the "before and
after" principle). Consequently, that approach should apply not only to theinitia establishment
of an SE but also to structural changesin an existing SE and to the companies affected by

structural change processes.

Member States should be able to provide that representatives of trade unions may be members of
a specia negotiating body regardless of whether they are employees of a company participating
in the establishment of an SE. Member States should in this context in particular be ableto
introduce this right in cases where trade union representatives have the right to be members of,
and to vote in, supervisory or administrative company organs in accordance with national
legidation.

In several Member States, employee involvement and other areas of industrid relations are based
on both national legidation and practice which in this context is understood also to cover

collective agreements at various national, sectoral and/or company levels,

HASADOPTED THIS DIRECTIVE:
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SECTION |

GENERAL

Articlel
Objective

1. ThisDirective governsthe involvement of employeesin the affairs of European public
limited-liability companies (Societas Europaea, hereinafter referred to as"SE"), as referred to

in Regulation (EC) No /2001.

2. Tothisend, arrangements for the involvement of employees shall be established in every SE in
accordance with the negotiating procedure referred to in Articles 3 to 6 or, under the circumstances

specified in Article 7, in accordance with the Annex.

Article2
Definitions

For the purposes of this Directive:

(@ "SE" meansany company established in accordance with Regulation (EC) No .../2001,
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(b)

(©

(d)

(€

(f)

9

"Participating companies' means the companies directly participating in the establishing of
an SE;

"Subsidiary" of a company means an undertaking over which that company exercises a dominant
influence defined in accordance with Article 3(2) to (7) of Directive 94/45/EC;

"Concerned subsidiary or establishment” means a subsidiary or establishment of a participating
company which is proposed to become a subsidiary or establishment of the SE upon its

formation;

"Employees representatives’ means the employees' representatives provided for by national law

and/or practice;

"Representative body" means the body representative of the employees set up by the agreements
referred to in Article 4 or in accordance with the provisions of the Annex, with the purpose of
informing and consulting the employees of an SE and its subsidiaries and establishments situated
in the Community and, where applicable, of exercising participation rightsin relation to the SE;

"Special negotiating body" means the body established in accordance with Article 3 to negotiate
with the competent body of the participating companies regarding the establishment of
arrangements for the involvement of employees within the SE;
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(h)  "Involvement of employees’ means any mechanism, including information, consultation and
participation, through which employees' representatives may exercise an influence on decisions

to be taken within the company;

(1)  "Information" means the informing of the body representative of the employees and/or
employees representatives by the competent organ of the SE on questions which concern the SE
itself and any of its subsidiaries or establishments situated in another Member State or which
exceed the powers of the decision-making organsin asingle Member State at atime, in amanner
and with a content which allows the employees representatives to undertake an in-depth
assessment of the possible impact and, where appropriate, prepare consultations with the

competent organ of the SE;

() "Consultation" means the establishment of dialogue and exchange of views between the body
representative of the employees and/or the employees representatives and the competent organ
of the SE, at atime, in amanner and with a content which allows the employees representatives,
on the basis of information provided, to express an opinion on measures envisaged by the
competent organ which may be taken into account in the decision-making process within the SE;
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(k) "Participation” meansthe influence of the body representative of the employees and/or

the employees representativesin the affairs of a company by way of:

—  theright to dect or appoint some of the members of the company's supervisory or

adminigtrative organ; or

—  theright to recommend and/or oppose the appointment of some or dl of the members of

the company's supervisory or administrative organ.

SECTION I

NEGOTIATING PROCEDURE

Article 3
Creation of aspecia negotiating body

1. Where the management or administrative organs of the participating companies draw up a plan for
the establishment of an SE, they shall as soon as possible after publishing the draft terms of merger or
creating a holding company or after agreeing a plan to form asubsidiary or to transform into an SE,
take the necessary steps, including providing information about the identity of the participating
companies, concerned subsidiaries or establishments, and the number of their employees, to start
negotiations with the representatives of the companies employees on arrangements for the

involvement of employeesin the SE.
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2. For this purpose, a special negotiating body representative of the employees of the participating
companies and concerned subsidiaries or establishments shall be created in accordance with

the following provisions:

(@ inéelecting or appointing members of the special negotiating body, it must be ensured:

() that these members are elected or appointed in proportion to the number of employees
employed in each Member State by the participating companies and concerned subsidiaries
or establishments, by alocating in respect of aMember State one seat per each portion of
employees employed in that Member State which equals 10%, or a fraction thereof, of the
number of employees employed by the participating companies and concerned subsidiaries
or establishmentsin al the Member States taken together;

(i) that inthe case of an SE formed by way of merger, there are such further additional
members from each Member State as may be necessary in order to ensure that the specia
negotiating body includes at least one member representing each participating company
which isregistered and has employeesin that Member State and which it is proposed will

cease to exist as a separate lega entity following the registration of the SE, insofar as.

- the number of such additional members does not exceed 20% of the number of

members designated by virtue of point (i); and
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—  the compostion of the specid negotiating body does not entail adouble

representation of the employees concerned.

If the number of such companiesis higher than the number of additiona seats available pursuant
to the first subparagraph, these additiona seats shall be allocated to companiesin different

Member States by decreasing order of the number of employees they employ.

(b) Member States shal determine the method to be used for the election or appointment of the
members of the specia negotiating body who are to be e ected or appointed in their territories.
They shall take the necessary measures to ensure that, as far as possible, such members shall
include at least one member representing each participating company which has employeesin

the Member State concerned. Such measures must not increase the overall number of members.

Member States may provide that such members may include representatives of trade unions
whether or not they are employees of a participating company or concerned subsidiary or

establishment.
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Without prejudice to national legidation and/or practice laying down thresholds for the
establishing of arepresentative body, Member States shall provide that employeesin
undertakings or establishments in which there are no employees' representatives through no fault

of their own have the right to ect or gppoint members of the special negotiating body.

3. The specia negotiating body and the competent organs of the participating companies shall

determine, by written agreement, arrangements for the involvement of employees within the SE.

To this end, the competent organs of the participating companies shall inform the specia negotiating
body of the plan and the actua process of establishing the SE, up to its registration.

4. Subject to paragraph 6, the special negotiating body shall take decisions by an absolute mgjority of
its members, provided that such a mgority also represents an absolute mgority of the employees.

Each member shall have one vote. However, should the result of the negotiations lead to a reduction of
participation rights, the mgjority required for a decision to approve such an agreement shall be the
votes of two thirds of the members of the specia negotiating body representing at least two thirds of
the employees, including the votes of members representing employees employed in at least two
Member States,

- in the case of an SE to be established by way of merger, if participation covers at least 25% of
the overall number of employees of the participating companies, or
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— inthecase of an SE to be established by way of creating a holding company or forming
asubsidiary, if participation covers at least 50% of the overal number of employees of the

participating companies.

Reduction of participation rights means a proportion of members of the organs of the SE within the
meaning of Article 2(k), which islower than the highest proportion existing within the participating

companies.

5. For the purpose of the negotiations, the specia negotiating body may request experts of its choice,
for example representatives of appropriate Community level trade union organisations, to assist it with
itswork. Such experts may be present at negotiation meetings in an advisory capacity at the request of
the specia negotiating body, where appropriate to promote coherence and consistency at Community
level. The specia negotiating body may decide to inform the representatives of appropriate external

organisations, including trade unions, of the start of the negotiations.
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6. The special negotiating body may decide by the majority set out below not to open negotiations or
to terminate negotiations aready opened, and to rely on the rules on information and consultation of
employeesin force in the Member States where the SE has employees. Such a decision shall stop the
procedure to conclude the agreement referred to in Article 4. Where such a decision has been taken,

none of the provisions of the Annex shall apply.

The mgjority required to decide not to open or to terminate negotiations shall be the votes of two thirds
of the members representing at least two thirds of the employees, including the votes of members
representing employees employed in at |east two Member States.

In the case of an SE established by way of transformation, this paragraph shall not apply if thereis

participation in the company to be transformed.

The specid negotiating body shall be reconvened on the written request of at least 10% of the
employees of the SE, its subsidiaries and establishments, or their representatives, at the earliest two
years after the abovementioned decision, unless the parties agree to negotiations being reopened
sooner. |If the special negotiating body decides to reopen negotiations with the management but no

agreement is reached as aresult of those negotiations, none of the provisions of the Annex shall apply.
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7. Any expenses relating to the functioning of the special negotiating body and, in generd, to
negotiations shall be borne by the participating companies so as to enable the specia negotiating body

to carry out itstask in an appropriate manner.

In compliance with this principle, Member States may lay down budgetary rules regarding the
operation of the special negotiating body. They may in particular limit the funding to cover one expert

only.

Article4

Content of the agreement

1. The competent organs of the participating companies and the specia negotiating body shall
negotiate in a spirit of cooperation with aview to reaching an agreement on arrangements for the

involvement of the employees within the SE.
2. Without pregjudice to the autonomy of the parties, and subject to paragraph 4, the agreement
referred to in paragraph 1 between the competent organs of the participating companies and the special

negotiating body shall specify:

(@ thescope of the agreement;
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(b)

the composition, number of members and alocation of seats on the representative body which
will be the discussion partner of the competent organ of the SE in connection with arrangements
for the information and consultation of the employees of the SE and its subsidiaries and
establishments,

(o) thefunctions and the procedure for the information and consultation of the representative body;

(d) thefrequency of meetings of the representative body;

(e) thefinancia and material resourcesto be allocated to the representative body;

(f) if, during negotiations, the parties decide to establish one or more information and consultation
procedures instead of a representative body, the arrangements for implementing those
procedures;

(g) if during negotiations the parties decide to establish arrangements for participation, the substance
of those arrangements including (if applicable) the number of membersin the SE's administrative
or supervisory body which the employees will be entitled to elect, appoint, recommend or
0ppose, the procedures as to how these members may be elected, appointed, recommended or
opposed by the employees, and their rights;

() thedate of entry into force of the agreement and its duration, cases where the agreement should
be renegotiated and the procedure for its renegotiation.
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3. The agreement shdl not, unless provision is made otherwise therein, be subject to the standard

rulesreferred to in the Annex.

4. Without prejudice to Article 13(3)(a), in the case of an SE established by means of transformation,
the agreement shall provide for at least the same level of dl eements of employee involvement asthe

ones existing within the company to be transformed into an SE.

Article5
Duration of negotiations

1. Negotiations shall commence as soon as the special negotiating body is established and may
continue for six months thereafter.

2. The parties may decide, by joint agreement, to extend negotiations beyond the period referred to in
paragraph 1, up to atota of one year from the establishment of the specia negotiating body.
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Article 6
Legidation applicable to the negotiation procedure

Except where otherwise provided in this Directive, the legidation applicable to the negotiation
procedure provided for in Articles 3to 5 shall be the legidation of the Member State in which the

registered office of the SE isto be situated.

Article7

Standard rules
1. Inorder to achieve the objective described in Article 1, Member States shall, without prejudice to
paragraph 3 below, lay down standard rules on employee involvement which must satisfy the

provisions set out in the Annex.

The standard rules aslaid down by the legidation of the Member State in which the registered office of
the SE isto be situated shall apply from the date of the registration of the SE where either:

(@ thepartiesso agree; or

(b) by thedeadlinelaid down in Article 5, no agreement has been concluded, and:
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—  the competent organ of each of the participating companies decides to accept the
application of the standard rulesin relation to the SE and so to continue with its

registration of the SE; and

—  the specia negotiating body has not taken the decision provided in Article 3(6).

2. Moreover, the standard rules fixed by the national legidlation of the Member State of registrationin
accordance with part 3 of the Annex shall apply only:

(@ inthecaseof an SE established by transformation, if the rules of a Member State relating to
employee participation in the administrative or supervisory body applied to a company

transformed into an SE;

(b) inthe caseof an SE established by merger:

- if, before registration of the SE, one or more forms of participation applied in one or more
of the participating companies covering at least 25% of the total number of employeesin

all the participating companies; or

- if, before registration of the SE, one or more forms of participation applied in one or more
of the participating companies covering less than 25% of the total number of employeesin

all the participating companies and if the specia negotiating body so decides,
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(©) inthecaseof an SE established by setting up aholding company or establishing a subsidiary:

- if, before registration of the SE, one or more forms of participation applied in one or more
of the participating companies covering at least 50% of the tota number of employeesin

all the participating companies; or

- if, before registration of the SE, one or more forms of participation applied in one or more
of the participating companies covering less than 50% of the total number of employeesin

all the participating companies and if the specia negotiating body so decides.

If there was more than one form of participation within the various participating companies, the
specia negotiating body shall decide which of those forms must be established in the SE.
Member States may fix the rules which are applicable in the absence of any decision on the
matter for an SE registered in If there was more than one form of participation within the various
participating companies, the specia their territory. The special negotiating body shall inform the
competent organs of the participating companies of any decisions taken pursuant to this

paragraph.

3. Member States may provide that the reference provisionsin part 3 of the Annex shall not apply in
the case provided for in point (b) of paragraph 2.
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SECTION 11

MISCELLANEOUS PROVISIONS

Article8

Reservation and confidentiality

1. Member States shall provide that members of the special negotiating body or the representative
body, and experts who assist them, are not authorised to revea any information which as been given to

them in confidence.

The same shall apply to employees representatives in the context of an information and consultation

procedure.

This obligation shal continue to apply, wherever the persons referred to may be, even after the expiry

of their terms of office.

2. Each Member State shall provide, in specific cases and under the conditions and limits laid down
by national legidation, that the supervisory or administrative organ of an SE or of a participating
company established in itsterritory is not obliged to transmit information where its nature is such that,
according to objective criteria, to do so would serioudy harm the functioning of the SE (or, asthe case
may be, the participating company) or its subsidiaries and establishments or would be prejudicia

to them.
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A Member State may make such dispensation subject to prior administrative or judicia authorisation.

3. Each Member State may lay down particular provisions for SEsin its territory which pursue
directly and essentially the aim of ideological guidance with respect to information and the expression
of opinions, on condition that, on the date of adoption of this Directive, such provisionsaready existin

the nationd legidation.

4. In applying paragraphs 1, 2 and 3, Member States shall make provision for administrative or
judicia appeal procedures which the employees representatives may initiate when the supervisory or
adminigtrative organ of an SE or participating company demands confidentiality or does not give

information.

Such procedures may include arrangements designed to protect the confidentiality of the information in
guestion.

Article9
Operation of the representative body and procedure for the

information and consultation of employees

The competent organ of the SE and the representative body shall work together in a spirit of
cooperation with due regard for their reciproca rights and obligations.
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The same shall apply to cooperation between the supervisory or administrative organ of the SE and the
employees representatives in conjunction with a procedure for the information and consultation of

employees.

Article10

Protection of employees representatives

The members of the special negotiating body, the members of the representative body, any employees
representatives exercising functions under the information and consultation procedure and any
employees representatives in the supervisory or administrative organ of an SE who are empl oyees of
the SE, its subsidiaries or establishments or of a participating company shall, in the exercise of their
functions, enjoy the same protection and guarantees provided for employees' representatives by the
national legidation and/or practice in force in their country of employment.

Thisshall apply in particular to attendance at meetings of the special negotiating body or representative
body, any other meeting under the agreement referred to in Article 4(2)(f) or any meeting of the
administrative or supervisory organ, and to the payment of wages for members employed by

a participating company or the SE or its subsidiaries or establishments during a period of absence

necessary for the performance of their duties.
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Article11
Misuse of procedures

Member States shall take appropriate measures in conformity with Community law with aview to
preventing the misuse of an SE for the purpose of depriving employees of rights to employee

involvement or withholding such rights.

Article12
Compliance with this Directive

1. Each Member State shall ensure that the management of establishments of an SE and the
supervisory or administrative organs of subsidiaries and of participating companies which are Stuated
within itsterritory and the employees representatives or, as the case may be, the employees themselves
abide by the obligations laid down by this Directive, regardless of whether or not the SE hasiits
registered office within itsterritory.

2. Member States shall provide for appropriate measuresin the event of failure to comply with this
Directive; in particular they shall ensure that administrative or legal procedures are available to enable
the obligations deriving from this Directive to be enforced.
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Article 13

Link between this Directive and other provisons

1. Where an SE isa Community-scale undertaking or a controlling undertaking of a Community-scale
group of undertakings within the meaning of Directive 94/45/EC or of Directive 97/74/EC b

the said Directive to the United Kingdom, the provisions of these Directives and the provisions

extending

transposing them into national legidation shall not apply to them or to their subsidiaries.

However, where the specia negotiating body decides in accordance with Article 3(6) not to open
negotiations or to terminate negotiations aready opened, Directive 94/45/EC or Directive 97/74/EC
and the provisions transgposing them into national legidation shall apply.

2. Provisionson the participation of employees in company bodies provided for by national
legidation and/or practice, other than those implementing this Directive, shall not apply to companies
established in accordance with Regulation (EC) No .../2001 and covered by this Directive.

3. ThisDirective shal not prejudice:
(@ theexisting rightsto involvement of employees provided for by nationa legislation and/or

practice in the Member States as enjoyed by employees of the SE and its subsidiaries and
establishments, other than participation in the bodies of the SE;

1 0QJL 10, 16.1.1998, p. 22.
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(b) theprovisions on participation in the bodies laid down by national legidation and/or practice
applicable to the subsidiaries of the SE.

4. Inorder to preservetherightsreferred to in paragraph 3, Member States may take the necessary
measures to guarantee that the structures of employee representation in participating companies which
will cease to exist as separate legal entities are maintained after the registration of the SE.

Article 14
Final provisions

1. Member States shall adopt the laws, regulations and administrative provisions necessary to comply
with this Directive no later than ..., EIor shdll ensure by that date at the latest that management and
labour introduce the required provisions by way of agreement, the Member States being obliged to take
all necessary steps enabling them at all times to guarantee the results imposed by this Directive. They

shdll forthwith inform the Commission thereof.

2. When Member States adopt these measures, they shall contain areference to this Directive or shal
be accompanied by such reference on the occasion of their official publication. The methods of

making such reference shall be laid down by the Member States.

three years from the date of adoption of this Directive.
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Article 15

Review by the Commission

H

Not later than ..., “the Commission shall, in consultation with the Member States and with

management and labour at Community level, review the procedures for applying this Directive, with

aview to proposing suitable amendments to the Council where necessary.

Article16
Entry into force

This Directive shdl enter into force on the date of its publication in the Official Journa of the

European Communities.

Article17

Addressees

This Directive is addressed to the Member States.

Done a
For the Council
The President
six years from the date of adoption of this Directive.
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ANNEX
Standard Rules
(referred toin Article 7)

Part 1. Composition of the body representative of the employees

In order to achieve the objective described in Article 1, and in the casesreferred to in Article 7,

arepresentative body shall be set up in accordance with the following rules:

(@ Therepresentative body shall be composed of employees of the SE and its subsidiaries and
establishments elected or appointed from their number by the employees' representatives or, in
the absence thereof, by the entire body of employees.

(b) The€ection or appointment of members of the representative body shall be carried out in
accordance with national legidation and/or practice.

Member States shal lay down rulesto ensure that the number of members of, and alocation of
seats on, the representative body shall be adapted to take account of changes occurring within
the SE and its subsidiaries and establishments.

(©0 Whereitssize so warrants, the representative body shall elect a select committee from among its

members, comprising at most three members.
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(d)

(€

(f)

()

The representative body shall adopt its rules of procedure.

The members of the representative body are elected or appointed in proportion to the number of
employees employed in each Member State by the participating companies and concerned
subsidiaries or establishments, by alocating in respect of a Member State one seat per each
portion of employees employed in that Member State which equals 10%, or afraction thereof, of
the number of employees employed by the participating companies and concerned subsidiaries
or establishmentsin al the Member States taken together.

The competent organ of the SE shall be informed of the composition of the representative body.

Four years after the representative body is established, it shall examine whether to open
negotiations for the conclusion of the agreement referred to in Articles4 and 7 or to continue to
apply the standard rules adopted in accordance with this Annex.

Articles 3(4) to (7) and 4 to 6 shal apply, mutatis mutandis, if a decision has been taken to
negotiate an agreement according to Article 4, in which case the term "specia negotiating body"
shall be replaced by 'representative body'. Where, by the deadline by which the negotiations
come to an end, no agreement has been concluded, the arrangements initially adopted in

accordance with the standard rules shal continue to apply.
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Part 2: Standard rules for information and consultation

The competence and powers of the representative body set up in an SE shal be governed by the

following rules:

(& Thecompetence of the representative body shall be limited to questions which concern the SE
itself and any of its subsidiaries or establishments situated in another Member State or which

exceed the powers of the decision-making organsin asingle Member State.

(b)  Without prejudice to meetings held pursuant to point (c), the representative body shall have
the right to be informed and consulted and, for that purpose, to meet with the competent organ of
the SE at least once a year, on the basis of regular reports drawn up by the competent organ, on
the progress of the business of the SE and its prospects. The local managements shall be

informed accordingly.

The competent organ of the SE shall provide the representative body with the agenda for
meetings of the administrative, or, where appropriate, the management and supervisory organ,

and with copies of al documents submitted to the general meeting of its sharehol ders.
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The meeting shall relate in particular to the structure, economic and financia situation, the
probable devel opment of the business and of production and sales, the situation and probable
trend of employment, investments, and substantial changes concerning organisation, introduction
of new working methods or production processes, transfers of production, mergers, cut-backs or
closures of undertakings, establishments or important parts thereof, and collective redundancies.

(©0 Wherethere are exceptional circumstances affecting the employees' interests to a considerable
extent, particularly in the event of relocations, transfers, the closure of establishments or
undertakings or collective redundancies, the representative body shall have the right to be
informed. The representative body or, where it so decides, in particular for reasons of urgency,
the select committee, shall have the right to meet at its request, the competent organ of the SE or
any more appropriate level of management within the SE having its own powers of decision, so
asto beinformed and consulted on measures significantly affecting employees’ interests.

Where the competent organ decides not to act in accordance with the opinion expressed by the
representative body, this body shall have the right to a further meeting with the competent organ
of the SE with aview to seeking agreement.

In the case of ameeting organised with the select committee, those members of the
representative body who represent empl oyees who are directly concerned by the measuresin
guestion shall also have the right to participate.
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(d)

(€)

The meetings referred to above shall not affect the prerogatives of the competent organ.

Member States may lay down rules on the chairing of information and consultation meetings.

Before any meeting with the competent organ of the SE, the representative body or the select
committee, where necessary enlarged in accordance with the third subparagraph of paragraph (c),

shall be entitled to meet without the representatives of the competent organ being present.

Without prejudice to Article 8, the members of the representative body shall inform the
representatives of the employees of the SE and of its subsidiaries and establishments of the

content and outcome of the information and consultation procedures.

(f) Therepresentative body or the select committee may be assisted by experts of its choice.

(g) Insofar asthisisnecessary for the fulfilment of their tasks, the members of the representative
body shall be entitled to time off for training without loss of wages.

(h) The costs of the representative body shall be borne by the SE, which shall provide the body's
members with the financial and material resources needed to enable them to perform their duties
in an appropriate manner.
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In particular, the SE shall, unless otherwise agreed, bear the cost of organising meetings and
providing interpretation facilities and the accommodation and travelling expenses of members of

the representative body and the select committee.

In compliance with these principles, the Member States may lay down budgetary rules regarding

the operation of the representative body. They may in particular limit funding to cover one

expert only.

Part 3: Standard rulesfor participation

Employee participation in an SE shall be governed by the following provisions:

@

(b)

In the case of an SE established by transformation, if the rules of a Member State relating to
empl oyee participation in the administrative or supervisory body applied before registration, all
aspects of employee participation shall continue to apply to the SE. Point (b) shal apply mutatis

mutandis to that end.

In other cases of the establishing of an SE, the employees of the SE, its subsidiaries and
establishments and/or their representative body shall have the right to elect, appoint, recommend
or oppose the appointment of anumber of members of the administrative or supervisory body of
the SE equd to the highest proportion in force in the participating companies concerned before
registration of the SE.
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If none of the participating companies was governed by participation rules before registration of
the SE, the latter shall not be required to establish provisions for employee participation.

The representative body shall decide on the allocation of seatswithin the administrative or
supervisory body among the members representing the empl oyees from the various Member
States or on the way in which the SE's empl oyees may recommend or oppose the appointment of
the members of these bodies according to the proportion of the SE's employees in each

Member State. If the employees of one or more Member States are not covered by this
proportiona criterion, the representative body shall appoint amember from one of those
Member States, in particular the Member State of the SE's registered office where that is
appropriate. Each Member State may determine the alocation of the seats it is given within the

administrative or supervisory body.

Every member of the administrative body or, where appropriate, the supervisory body of the SE
who has been elected, appointed or recommended by the representative body or, depending on
the circumstances, by the employees shall be afull member with the same rights and obligations

as the members representing the shareholders, including right to vote.
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