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Istanbul Stock Exchange Moves First on Mandatory Electronic
Voting

Posted by Noam Noked, co-editor, HLS Forum on Corporate Governance and Financial Regulation, on Tuesday
November 6, 2012 at 1004 am

Editor’s Nete: The following post comes to us from Meka Ararat and Muzafier Erogin, faculty at Sabanci
University School of Management and University of Kocaeli Law School, respectively.

Abstract

Turkey's New Company Law paved the way for its mational stock exchange to be the first in the world to require the
issuers change their company statutes in order to allow electronic participation and voting at their general assemblies. A
recent regulation mandated all lsted companies to use a single electronic portal to allow shareholders to participate and
vote electronically in general assemblies with immediate effect. The move & one in a series of reforms in support of
Istanbul International Financial Center Project. The Financial Times reférs to the new regulation as a coup for
international institutional investors with Turkish holdings as it increases the transparency of ISE Isted companies and
empowers them to embrace an activist approach. This commentary discusses the possible consequences of the new
regulation.

“Regulation Regarding Participation to General Meetings of Joint Stock Companies on Electronic Medium” (EGMS
Regulation) issued by the Turkish Republic Ministry of Custons and Trade on the 28th August 2012 (no: 28395) and
associated procedural rules [ 1] marked Turkey as the first country to require companies Isted on its stock exchange
(Istanbul Stock Exchange, ISE) to allow shareholders, custodians and ntermediaries to participate and vote at general
shareholders meetings (GMs) via an electronic platform. Article 1527 of the New Commercial Law [2] (NCL)

The electronic phatform for GMs has been miroduced to remove barriers to efiective cross-border voting whilst also
complying with developing interational standards. [3] The new regulations also provide the procedures for unlisted
joint stock companies to offer electronic GMs on an optional basis. [4]



MARKET INTEGRITY
INSIGHTS

Views on tha imegrity of globai
| caplal markets

Vo Catnjores  Suom  AbSWl N

Corporate
Governance Roundup:
New Rules in Canada,
Switzerland, U.K., and
U.S.; Proxy Voting
Innovation in Turkey

i Cvag?. A OPW (eatonagie

1 hoveraes 2010 Upkabng Cansce i i
e S e esa
P —— Sen e, Tutays eas
RIS LTaE w3y vy oy, ox) 55
[r—"TY pesad [idy N
i A ey
Sk I & v
N 4 Qontwr P fontnes Sen Exnasge TRK;
sawngianed Corae enwse o e bgind
LB Computm. acuBe; ot res i CRCE
oo i resiERe o felria
et Socarins Commvee (053 Trocurgeed v
them vemed -
Py SRS IO Ieuidally S0 50 0 d Dans The

TG 0 G e e 13 BBy

Socose T 00 il O BT edend I p e

L2 s L]
awioe #noy s g = Peway of bnd
Attty

TE P o adepied & 'OTOy-S @Dl
B0P0RC T Wl WG IS 1 GO

£ A institute

WHSIE ey N SO0DIST B MBI Ty vOLPY PONCY
o LACOAIISS OFBCHY SECDONE. 8N 10 SR
whether § Grecior feceved 8 magOrty of “wEhokd
YOIRS I CHRES whers mgorly vobng has not Deen
R il

indonesia
As you iy By SRy read © Ihe sxOslent
o e e &
B BLC 9 noe
Asan srchpeiago took @ M Octlober Nathanss!
— e board aher

The Catalyst 1or the FOUDIDS 1§ ONE W8 HEVE Len
bafore — & Margn Cs8 of COMPanT MRS omned Uy
& Warge COMmpany ener thit wers DIECQes 88
Colateral 0 I0ans ROMECNIGD and many Mesion
0w o QOME. A BN CVESSGERON TG the COMpany
 ongong

The Latn Cooie. by
e intermabionsl Fingnce Corporation (IF C) ard
Giobai Corporate Govermancs Forem (GCGF ),
wsuad 8 w00 8 Oolober Eatrg that boards should

g ard
share on bowd and
MANSQETENT By The FepOr FECHMMENGtos 3
toliow o a 2010 repon of COMoTae QOVEMEnce n
Late Arprca Tial found such evaluatons anc pey
ransparency rare Lots hope the 2014 updae
IO NCTOANE SLIOsIY

Look 1 Tusmey lor
in October, Tuhey bacame T first country i6
reguEe wtuers IG Ofler siecirons prowy volbing e
he 1 OCIober NEugUIEton of & voling plstionr: calied
*-GEM The system will stream annual penersi
mestings (AGMS) ‘aal trme a0 i6! Shareowne's
COMTRIACEtS Wil SRCN Ofher vols Defore T
mesting and even change thes volo as en snnual
masting oo Ofher manets have &-vobng Dut 30

ot require § of 85 keted comparues Expect other
ket 1O KD BN Bye O e Cevelopen
eapaciaity f Tvestors W &

Say-cn-pay voles are here 10 slay Most recantly the
Swiss und acvmer 700 coaed suppor (MOt

French) of a go oo v
Swas caling for Dindng
votes on The

# caim for ¥
woles U1 CBN Da Tade binding 8 seperate
sharehciser LaSol 1D Change the frrm's ancies of
passas Th would aiso aliow
e on annual
CeCIon SIeCHONE. Snd SiRcion of e bOIS char &l
e AGM in 3 competng plen. such voles would off
b ¥y The go -t
SACmatcaly Whe ofect f o roferendum tals i e
3 March 2013 baliot

['7.9

D regoaton o UK proposes Bt atusns
Pubint & S1NG-SI0NG repOrt 0N Dusness Waledy
executve pay. ard ESG asves smpifying the
annusl repcrt Durden and making parinent
Tha aeaft
ndes resll Fom proposas frel made et year Dy
Brissh Busress Secretary Vince Cable Not
concoenty. 8 Row Daper by P Financisl Reporang
Council (FRC) hat the
Accounting Standacds Boand IASE) Seveiod

on " orer 10 engender more
Comprenentive SBCIO

Besdes Halowsen and fresk sty i the
Horheast, October Drngs the INsEnSonsl
Srarscunes Service (IS8) ot poacy changes The
wpdatnd pOiCy CRENGES COW

+ Boars response 10 MARIEy-uPpored
sharehoider proposais (U S )

+ Dwector over-Doandng (Hong Kong and
Segaoors;

* Board lenure saeedng nne years (Hong Kong



Turkey’s e-GEM Beats Broadridge at Shareowner Communication |...

1of5

Corporate Governance

CorpGov.net

Home About Links+ Disclosures Stakeholders Education  Library  AGM Dates

http://corpgov.net/2012/1 1 urkeys-e-gem-beats-broadridge-at-shar...

Subscribe 10 RSS

Turkey's e-GEM Beats Broadridge at Shareowner Communication
Jomes McRilcive NOVEMBER 8, 2012

VKK

Turkey became the first country to require issuers to offer electronic proxy
voting with the 1 October inauguration of a voting platform from MKK called
e-GEM. The system will stream annual general meetings (AGMs) real time
and let shareowners communicate with each other, vole before the
meeting, and even change their vote as an annual meeting occurs. Other
markets have e-voling but do not require it of all listed companies. Expect
other markets 10 keep an eye on this development. (Corporate
Govemance Roungup New Rules in Canada, Switzeriand. U K., and U.S . Proxy Voling innovation
in Turkey. Matt Orsagh, CFA, CIPM (@matiorsagh), CFA institute) (istanbul Stock Exchange Moves
First on Mangatory Electronic Voting, Harvard Law School Forum on Corporate Govemnance,
11/6/2012)

1 ke the fact that thew system allows partial and split voting, g
whereas in the US one often has to actually attend the meeting to

spiit votes. One of the more exciting elements of e-GEM is the

ability of shareowners to communicate with each other. However,

it appears such communications may only be dunng the 21 day

period in advance of and during the AGM. Here is an October Bth

article from FT in padf (download e-GEM-FT). Slightly more heipful

18 this PowerPomnt-iike presantation  I'd love 1o get a report from

anyone who has first-hand expernence with the system

Broadridge facilitates virtual meetings and hosts a shareowner’s forum here
B Broadridge .,y s while most of us tike hybrid meetings, which allow sharecwners
1o join annual meetings virtually, we oppose virtual-only or lockout meetings.
See Virtual Lockout at Corporate Meetings Occupy Some Other Space. While Broadridge faciitates
both hybrid and lockout meetings, e-GEM facilitates only hybrid meetings. Broadridge could leam
something from the Turks.

I Broadridge used to have a shareowner's forum that allowed
validated to snicale with @ach other.
Unfortunately, Broadridge and the companies discussed in the
forum did little to monitor and facilitate the conversations, so the
forum degraded into the usual focus on pumping and dumping
one sees on other forums that focus on day trading. It was rare 1o
find any meaningful or intelligent conversation.

Broadndge revamped their Shareholoer Forum but it no longer

lets shareowners communicate with each other. Instead, issuers
can post ges to and can submit g 1o their Gomp prior
1o the annual meeting.

As | checked on November 7th there were only three companies listed on the forum. Broadridge,
Microsoft and Intei. | logged on as a Broadridge owner and saw they had a survey on what
shareowners liked about the company and on future directions. Users couid see al least some
evidence of how 39 other participants answered. (I'd guess most of the participants on the
Broadridge company site work for Broadndge. )

Whie these tools are somewhat useful, they are a far cry from encouraging real meaningful input
into corporate governance. which at a minimum requires the ability of shareowners t0 communicate
with each other. Let's hope the e-GEM forums in Turkey fare better.

Aside from Broadridge's Sharenoider Forum. those of us in the U.S. several

other shareowner forums including Stock Twits, SeelungAlpna. The Motey Fool,

STOCKR and others but most are primarily focused stock-picking and market-
timing. Although stock-picking is an important element of equity investing, too many participants are
engaged in hype... hoping to pump and dump stocks to obtain short-term gains. With the United
States Proxy Exchange centralized activites now suspended for a year or two, we will will need to
wail for Sharegate com for a much more robust system with tools that actually facilitate the ability of
sharehoiders to act like shareowners.
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AGM reform should focus on technology

15 November, 2012 Laanne Mezrani 0 comments:

Twest 0 Gegern 0

Australian AGMs need to caich up with
technology, according to the convenor of the
Corporations and Markets Advisory Committee
(CAMAC), who believes the Federal
Government should take cues from Turkey,
which has forced listed companies to allow
sharehoiders 1o vole electronically.

Joanne Rees (pictured) told in-house lawyers
8t the ACLA National Conference last week (8
November) that CAMAC is advising the
Govemment on AGM reform, which includes
the option of making the mainstay of the
corporate calendar optional

She claimed that there is a steady dechine in
sharehoiders attending AGMs, with only
around five per cant of the top 200 companes
drawing more than 500 shareholders 1o the
meeting.

More significant, according to Rees, are

improvements in technology and continuous

disclosure requirements that have resulted in the regular dissemination of company information
via briefings, teleconferences and webcasts.

*Some say [the AGM] is a 19™ century activity that's no longer relevant in a technological world.”
she said.

Last month, Turkey became the first country 1o require listed companies on the Istanbul
Exchange to offer electronic voting at AGMs. The digital platiorm, calied e-GEM, which was
launched under the new Turkish Commercial Code, will stream the AGM in real time and allow
shareowners lo vote before the meeting or even change therr vote while the AGM is in progress

In response 1o a Government request for advice on AGMs, CAMAC presented the following
options: imit the AGM to deliberative and decision-making functions; separate the decision-
making function; make adjustments depending on the characteristics of the company (eg listed
versus unlisted), or abolish the requirement for an AGM.

Rees admitted that the latter is uniikely: “T'd be astonshed if this happens now . it would be &
world first *

While she doesn't believe that companies should be aliowed to scrap their AGM, Rees would like
to see the AGM modemise.

"I would be loathe 1o see the abolibon of the AGM, for no other reason than | think it does focus
company attention on the need to actually engage with their sharehoiders, but | do query whether
there are better ways 1o do that,” she said.

The view of CAMAC is to mil the AGM lo deliberative and decision-making funcbons only, she
added
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