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SHORT JUSTIFICATION

The proposal for a directive on single-member limited liability companies (‘Societas Unius 
Personae’, SUP) takes over many of the key provisions of the proposal for a European private 
company (SPE), which was withdrawn by the Commission in response to criticism from 
Parliament. The Commission has failed to address the problems which were raised at that 
time. The proposal for a directive will not achieve the Commission’s aim of using the concept 
of the SUP to encourage the setting-up of companies on a cross-border basis and thus provide 
support for small and medium-sized enterprises (SMEs). Instead it will foster unwanted 
phenomena, such as letterbox companies, bogus self-employment and the abolition of 
workers’ codetermination rights.

General criteria 

In principle, your rapporteur regards the aim of facilitating the setting-up of companies, and 
SMEs in particular, on a cross-border basis as worthy of support. The scope of the 
Commission proposal is not restricted to SMEs, however, and setting-up on a cross-border 
basis is not a requirement. 

Only representatives of industry and employers were involved in the discussions on the SUP; 
representatives of the trade unions - the other social partner - were not invited. Your 
rapporteur regards this as unacceptable. 

Employment and social issues 

1. Splitting of seats and workers’ codetermination 

The proposal for a directive gives SUPs the option of splitting their registered office and their 
central administration. On that basis, the laws of the Member State in which the SUP is 
registered would apply to it, irrespective of where it actually carries out its activities.

In this way, the stringent protection standards in force in some Member States could easily be 
circumvented, which would have implications for workers’ codetermination in particular. 

This arrangement is not compatible with Article 153(1)(f) TFEU1 or with Article 27 of the 
Charter of Fundamental Rights of the European Union. 

2. Letter-box companies and workers’ individual rights 

The option of splitting the registered office and central administration offers a considerable 
incentive to engage in tax evasion. It will also encourage the setting-up of letterbox 
companies and bogus self-employment.

Bogus self-employment deprives workers of welfare and pension rights and the Member 
States of social security contributions and tax revenue. The introduction of SUPs would 
exacerbate the existing problem of wage and social dumping. 
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The Commission proposal also fails to make clear how and where workers whose company 
has split its registered offices and central administration would be able to bring legal action to 
secure their entitlements as employees.

3. Protection of workers and creditors 

The proposal contains no provision on the minimum capital an SUP must have; one euro or 
one unit of another currency is enough. As a result, the reserves which are so important in the 
case of companies set up by an entrepreneur with limited personal liability would simply not 
be there. It is not only the protection of creditors which is inadequate: the lack of a minimum 
capital rule also undermines the protection of workers’ entitlements. 

On-line registration will also jeopardise creditor protection: a procedure intended as a means 
of cutting through red tape would in fact open the door wide to a range of criminal activities 
(letterbox companies, money laundering), simply because there is no longer any requirement 
for a notary to check the identity of the person setting up a company. Company register 
entries would thus be rendered meaningless.  If the identity of the owner of the company is 
unclear or has been deliberately concealed, employees and welfare insurance funds would no 
longer be able to take legal action to secure money owed to them. 

4. Subsidiarity and legal certainty: 

The proposal seeks to harmonise only some provisions of national laws.  As a result, the 
national laws in question would ostensibly deal with the same subject, but their provisions 
would differ. This would be misleading and in no way conducive to legal certainty. If an SUP 
were to split its registered office and central administration, workers’ codetermination rights 
could be curtailed in a Member State in which they would otherwise be guaranteed -  a clear 
breach of the subsidiarity principle. The proposal provides for the list of undertakings set out 
in Annex I to be amended by means of delegated acts. This would mean that the scope of the 
proposal would be altered, however, not just one of its implementing provisions. This is not 
compatible with the EU’s ordinary legislative procedure. 

The Committee on Employment and Social Affairs calls on the committee responsible to 
propose rejection of the Commission proposal.

                                               
1 With a view to achieving the objectives of Article 151, the Union shall support and complement the activities 
of the Member States in the following fields: (f) representation and collective defence of the interests of workers 
and employers, including codetermination.


