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Introduction

As the practice of investing in capital markets
gains ever increasingly in popularity, the single
most important factor to investors is investment
security. They have a clear need to know
that the necessary steps have been taken in
order to safeguard their interests and this,
ultimately, is linked closely with the existence
of good corporate governance practices. Put
simply, corporate governance is about striking a
sensible balance between ownership and control
in companies and its most basic premise is to
maximise shareholder value through practices
such as openness, lransparency and shareholder
democracy.

Shareholder democracy, as a fundamental part
of the different processes that govern a company,
enables shareholders, through the exercise of their
voting rights, to elect the board of directors and
make decisions which are of core importance
to the company. Effective exercise of the voting
rights of shareholders will need to ensure that
they have the right to make proposals at general
meetings and to receive adequate and correct
information.

A well-functioning shareholder democracy
must also ensure that the board of directors
consists of qualified individuals who are able
to promote the interests of all shareholders
and control the management of the company to
prevent potential conflicts among shareholders on
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typical matters of overall corporate policy and
strategy.

The treatment of minority shareholders provides
a good indication of the degree to which such
democratic values have been instilled into a com-
pany’s operations and as such may be regarded as
one of the key indicators of a healthily functioning
corporate governance regime. Effectively, minor-
ity shareholders may be defined as those that hold
the minority of voting rights capable of being cast
at general meetings.

Not only do the types and degree of protection
afforded to minority shareholders raise rather
important issues, but they also have very real
and practical implications for companies too, in
the sense that this can, and often does, affect the
valuation of a company, as well as its ability to
attract new sources of investment.

The current Portuguese investment
environment

By streamlining the economy and increasing
competitiveness wherever possible Portugal has
keenly demonstrated its willingness to attract
and facilitate investment. The resulting surge
in takeover offers has begun to ignite the capi-
tal markets where some of the country’s biggest
and most visible companies are the centre of
intense battles for control. The companies in
play are extremely attractive and events have
attracted attention from private and institu-
tional investors, hedge funds and private equity,
alike.

For the smaller investor Portugal is no less of
an infriguing opportunity for lucrative business.
Nevertheless, the investment landscape in Por-
tugal still consists of a fairly high concentration
of shareholdings under the control of just a few
shareholders. Given such circumstances, minor-
ity shareholders will benefit from increasing their
awareness of what protection they are afforded by
the law wherever confronted by the more powerful
interests of these larger stakeholders.

The following section will consist of a brief
introduction to minority shareholder rights, as
they stand under the provisions of Portuguese
law, and as such may prove to be of particular
interest to anyone considering the possibility of
investing in Portugal.

Of particular note are the application and utili-
sation of new technologies with regard to minority
shareholder rights and overall streamlining of
companies. The new changes which have been
brought about, in the form of electronic voting
and access to information, often prove to be highly
beneficial to these shareholders, and are addressed
in greater detail below,
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ingly, wherever not contractually stipulated oth-
erwise, all shareholders holding ordinary shares
have the right to vote, all votes have the same
weight and only the shareholders may vote. This
rule is applicable to both private and publicly held
companies,

However, the company’s articles of association
may include provisions setting out a minimum
number of shares (not to exceed a value equivalent
to €1,000 of the nominal share capital) neces-
sary to grant a single vote, thereby preventing
attendance at general meetings by those investors
holding very few shares or a low amount of share
capital.

Notwithstanding, company law does not
neglect the interests of individual and minority
shareholders since it allows them to aggregate
their shareholdings in order to meet the minimum
value or number of shares required by the articles
of association, and therefore to appoint an indi-
vidual from among themselves who will act as
their representative at the general meeting.

In limited companies each shareholder has one
vote per Euro cent of the nominal value of its

this is a fairly new topic, the Portuguese legal
framework is already evolving and adapting itself
to new technologies such as these.

Voting by electronic means at general meetings
is permitted. However, its proliferation clearly
presupposes the promotion and development of
an adequate technical infrastructure.

This is an important development in relation to
minority shareholders, particularly in a globalised
context of international investors, as it virtually
eliminates otherwise potentially prohibitive travel
costs by allowing the shareholder with a minority
shareholding to participate alongside larger share-
holders in the voting process on a much more
level playing field.

Rights to information access

The Portuguese Companies Code grants those
minority shareholders holding at least 1 per cent

1. Missao para a Sociedade da Informacédo, ““Livro Verde
para a Sociedade da Informagdo”, 1997.
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