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Active Ownership

As an asset manager, we are guided by our duty to act in the best
interests of our clients and to preserve and optimize the long-term
value of their investments. To promote best practices and to ensure
that the investee companies are sustainable and successful in the
long term, we influence the companies we invest in on two levels:

first, through proxy voting, and second, through active engagement.

We recognize the importance of material ESG!
factors, which reveal potential investment risks
and opportunities, provide an indication of
management excellence and leadership, and
thus can have an impact on investment perfor-
mance. Our guiding principles in proxy voting
are therefore to promote good governance and
sustainable corporate practices that contribute
to long-term shareholder value creation,
balancing the purpose of a proposal with the
overall benefit to shareholders. Through proxy
voting, our investment clients’ voices are
represented at numerous shareholder meetings
each year, both nationally and internationally.

We consider it imperative to be an active
owner of investee companies in which funds
and discretionary mandates managed by
Credit Suisse Asset Management are invested.
It is important to us that proxy voting and
engagement are interconnected. We meet
regularly with representatives of companies to
present our analyses and proxy votes in a
transparent manner.

Proxy Voting

As a global and responsible asset manager, we take an active
stance: Through proxy voting, we participate in the shareholder
meetings of investee companies and critically examine the most
important voting matters, in line with our fiduciary duty. Through
this we aim to ensure that their business models and practices
are geared toward long-term value generation.

T ESG stands for environmental (E), social (S), and governance (G).
To the extent that these materials contain statements about the future, such statements are forward looking and are subject to a number of risks and
uncertainties and are not a guarantee of future results/performance.
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Development of proxy voting

Credit Suisse Asset Management started early on with proxy voting.
In the Swiss market, the first votes were cast in 2004. In 2013, we
reached significant coverage of the Swiss market. Credit Suisse
Asset Management enhanced the profile and importance of proxy
voting furtherin 2019. Together with the relevant internal portfolio
management teams (e.g. Equities, Index Solutions, and Multi Asset
Solutions), we brought Credit Suisse Asset Management in line with
the European Shareholder Rights Directive Il (SRD Il). SRD Il amends
its predecessor to encourage long-term shareholder engagement. It
seeks to improve corporate governance, to strengthen the position
of shareholders, and to ensure that decisions are made to support
the long-term stability of companies.

We currently vote at meetings of companies domiciled in the regions
listed below. When choosing individual companies, we apply a mate-
riality threshold. This means that a holding qualifies for proxy voting if
it exceeds a certain threshold in any eligible fund'. When exercising
voting rights, we take into account that regulatory frameworks, corpo-
rate cultures, and practices vary between markets.

» Switzerland and Liechtenstein

= European Union and United Kingdom

= North America

» Developed markets of the Asia-Pacific region
(Australia, New Zealand, Japan, Singapore, Hong Kong)

= Emerging markets: China, Taiwan, and South Africa

1 If the weight exceeds 0.09% in any of the eligible funds. In Switzerland if the weight exceeds 0.03%.
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Our Voting Principles

Board of Directors

Roles and
responsibilities
of the Board

Board
structure

We believe that good corporate governance
should, in the long-term, lead towards both
better corporate performance and improved
shareholder value. Thus, we expect board
members of companies in which we have
invested to act in the service of the shareholders,

Role of the Board

Key functions for the Board include setting the
company’s strategy, providing oversight of
management and ensuring the long-term
sustainability of the company for all stakeholders.
When setting the strategy, the Board should take
into account short-term issues as well as
long-term trends that may affect the company’s
business.

It is therefore essential that the Board operates
effectively, is comprised of high caliber individuals
with appropriate and diverse backgrounds and
with experience of providing good judgment and
diligent oversight of the management of the
company.

When our view of management is favorable, we
generally support current management initiatives.
When our view is that changes to the manage-
ment structure may increase shareholder value,
we may not support existing management
proposals. If management’s performance on
specific matters is not in our client’s interests we
may abstain or vote against specific proxy
proposals.

Size

We would generally vote to support proposals
which seek to fix the size of the Board and/or
require shareholder approval to alter the size of
the Board.

However, we will vote against proposals to set
the Board size of more than 16 and less than five
members.

Chair/CEO

An effective Chair is essential to the success of a
company. Our general view is that the positions of
Board Chair and Chief Executive Officer should
be separated and held by two individuals, to
enhance accountability.
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view themselves as stewards of the company,
exercise good judgment and practice diligent
oversight of the management of the company.
A commitment to acting in as transparent a
manner as possible is fundamental to good
governance.

Board responsibilities
For effective discharge of board responsibilities:

= The whole board should be fully involved in
endorsing strategy and in all major strategic
decisions (e.g. mergers and acquisitions);

= The non-executive directors should provide a
challenging but positive environment for the
executive directors.

The Board should ensure that at all times:

= Appropriate management succession plans
are in place;

= The interests of executives and shareholders
are aligned;

= The financial audit is independent and
accurate;

= The brand and reputation of the company is
protected and enhanced;

= A constructive dialogue with shareholders is
encouraged;

= |t receives all the information necessary to
hold management to account.

We will usually vote to support proposals seeking
to split these key roles where we believe it will
lead to better company management.

Where the roles are combined, we may support
the re-election of the Chair/CEQO where:

= There is an independent Lead Director in
place, who we consider is independent based
upon UBS criteria for director independence;

= Where it is clear that the structure provides an
appropriate counterbalance to the Chair/CEO;

= Where a clear explanation has been provided
as to why an alternative structure is
appropriate;

= Where the Board meets our threshold for the
overall level of independence.

Board
independence

We will generally not support the election of an
existing CEO moving to the position of Chair of
the Board, except as an interim measure in
exceptional circumstances when fully explained
by the company.

Lead/Senior Independent Director

We will support the appointment of a Lead or
Senior Independent Director who should be
regarded as independent.

Boards should have a balance of independent
members in order to provide sufficient challenge
and oversight of the Board'’s decisions and
effectiveness.

Where we regard less than 50% of the Board to
be independent according to the criteria outlined
below, we may elect to take the following voting
actions:

= We may vote against the Chair of the
nomination committee, or other committee
responsible for board appointments, to reflect
to the company that further board succession
planning and refreshment is appropriate.

= We may vote against any non-independent
board candidate where we have not seen any
progress to address the aggregate board
independence in the last two years.

= |f the overall average independence of a key
board committee (nomination, audit or
remuneration), falls below our threshold
requirements, then we may determine that it is
appropriate to vote against a director serving
on the committee who we regard to be
non-independent.

When taking action we will regard a board
member to be non-independent if they:

= Are the founder;

= Have been an executive of the company or
any subsidiary over the last three years;

= Act as a partner, advisor, director or senior
employee of a provider of material professional
or contractual services to the company, or any
of its subsidiaries over the last three years;

= Have close family ties with any of the
company'’s directors or senior management;

= Have cross-directorships or significant links
with other directors;

The Lead/Senior Independent Director should act
as an intermediary for the other board directors
but also as a liaison between the Board and the
company’s shareholders.

We would expect the Lead/Senior Independent
Director to have well-defined responsibilities, in
order to be able to challenge the CEO and other
executives.

= Are a significant shareholder, or affiliated to a
significant shareholder of the company;

= Have entitlement to performance-related pay,
stock options, pensions or benefits via large
donations to charities of the director’s choice.

Employee representation

Where local market practices require it, we will
generally support the appointment of employee
representatives to the Board.

Nomination and election process

Board committees form an important element of
the operations of an effective board, and we
expect companies to adhere to best practice in
relation to the composition and independence of
key board committees.

The nomination committee may be comprised of
both executives and non-executives; however, we
expect a majority of members of the committee
to be independent.

When proposing the election of a director, the
company should provide shareholders with
sufficient information to enable an informed
decision to be made. This should include the
name and biography of the nominee, including
skillset, experience and background of the
nominee, including ethnicity where this data is
able to be collected and disclosed publicly.

If details concerning the nominated individual
have not been disclosed, then we will not support
the candidate’s election to the Board.

We encourage boards to publish an overall skill
matrix for all current and prospective board
members, to enable shareholders to determine
the mix of experience, background and diversity
of the Board.

12/25



Such a matrix can be beneficial to the nomination
committee and board in determining where there
may be a gap in knowledge or skillset.

Election systems

Our policy preference is that board directors are
elected on an annual basis. When directors are
nominated through alternative slates, we will
support existing directors provided the Board has
sufficient independence.

Should that not be the case, we will support the
list with independent nominees when we believe it
will improve the composition of the Board.

When the election of various directors is bundled
under one voting item, we may vote against the
resolution if we have concerns over the appoint-
ment of one or more directors and/or if there is a
lack of independence of the Board generally.

We will generally support proposals that permit
shareholders to nominate directors for election to
the Board. We will also generally vote in favor of
shareholder proposals requesting directors to be
elected by a true majority voting system.

Directors’ term of contracts, including
classified or staggered board systems

We are generally supportive of annual elections of
directors and support proposals seeking to declas-
sify a Board.

However, we will factor in local market require-
ments and practices and may not automatically
vote against the election of a director on the sole
basis of the duration of their contract.

Diversity, equity and inclusion

We believe that companies should be representa-
tive of the communities in which they operate, and
that a diverse workforce improves company
culture and innovation.

This extends to the Board of Directors, and we
expect our investee companies to ensure that the
Board is comprised of individuals from across
genders and ethnicities.

We encourage companies to develop a policy and
implementation plan to increase diversity at the

2 Developed market as per MSCI market classification
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board level, in senior positions and in the work-
force more widely.

To support this expectation, we require compa-
nies to have at least 40% of the Board comprised
of diverse appointees by 2025, initially focused
on the dimensions of gender and ethnicity.

More specifically, we expect all companies in
which we invest globally to have at least one
female board member. We will vote against the
Chair of the nomination committee, or equivalent
committee, where this is not the case.

In addition, we will vote against the Chair of the
nomination committee when:

= A company does not meet local market
regulatory standards in regards to gender or
ethnic diversity, where those standards are
superior to our own policy, or

= A company in a developed market? with at
least 10 board members or a market
capitalization of more than USD 10bn, does
not have 30% female board representation, or

= A company in a market where ethnic diversity
data is available has not appointed, or
disclosed plans to appoint, at least one
director from an underrepresented ethnic
background

For UK companies, we expect the Board to meet
the requirements of the Hampton Alexander
Review and encourage the reporting require-
ments of the FCA Listing Rules.

Conflicts of interest and pledging of
company stock

Where there is a clear conflict between manage-
ment and shareholder interests, even in those
cases where management has been effective, we
may elect not to support company proposals.

We consider that excessive share pledging
represents a material risk for shareholders as
their investment in the company could lose value
in case one or more executives are forced to sell
the stock they pledged as collateral.

If any director has pledged more than 10% of the
outstanding share capital, we will vote against the
Chair of the audit committee.

Attendance

Attendance at board meetings is a clear require-
ment for all board members. We understand that
there are often extenuating circumstances which
may result in not all members being present,
however we would usually not support the
re-election of a director when the nominee has
attended less than 75% of meetings for a second
consecutive year without sufficient explanation.

External commitments

We expect that directors of public listed compa-
nies should be able to commit the required time
to their responsibilities.

Where an individual has a high level of board
positions, as an executive and/or non-executive,
we will review their overall commitments.

We may examine other measures of effective-
ness including attendance levels, relevance of
skill set and types of position for a director
holding multiple directorships. We will generally
not support the election of a director who we
consider holds an excessive number of overall
positions.

Tenure and Board refreshment

We favor boards which have a healthy balance of
experience and renewal of non-executive
directors. We may examine the circumstances
surrounding board tenure when a majority of the
directors have been in the current position longer
than 12 years.

We expect boards to undergo periodic refresh-
ment in order to continue to improve board skills
and diversity, as well as balance the board
between short, medium and long-tenured
directors.

We expect boards to have a maximum of one
third of directors at a tenure of greater than 12
years, and may choose to vote against the Chair
of the nominating committee if we feel the board
has failed to adequately refresh director positions.

Succession planning

We would expect a company to have effective
plans in place for the succession of both the
non-executives and executives on the Board. The
Chair of the Board should pay particular attention
to succession planning as part of their role.

Board discharge and poor practices

We will generally vote in favor of the resolution to
discharge the Board unless there are significant
concerns with regard to internal control, financial
accounts or current investigation against directors.

We may choose to vote against the election of
board members where it is identified that the Board
is responsible for a material failure in ESG standards
or the company has failed to address a governance
failing based on UBS standards and analysis.

We will also not support the re-election of a direc-
tor who received less than 50% of votes in favor
when last due for election but who subsequently
was retained on the Board.

We will vote against the election of a director
convicted of market or accounting manipulation,
fraud or corruption and may take into account
pending allegations when considering election of
board directors.

Proxy contests

We review proxy contests on a case-by-case
basis. We will study the rationale put forward by
the contestant and each item on the contestant’s
agenda. We will carefully review the experience
and expertise of the candidates, together with
the response of the company. Although we may
understand the contestant's perspective, the
potential disruption to the Board functioning and
the company in general may lead us to support
management.

However, in cases where we believe that a
change to the Board would be in the best
interests of all stakeholders, we will support the
nomination of the dissident.

Performance evaluation

We expect the Board to maintain and enhance
the reputation of the company, and we will hold
directors to the highest ethical standards.

We also expect the Board to be responsive to
shareholders and engage with them regularly.

In cases where the Board'’s performance has
been questionable, or if the Board ignored a
previous shareholder vote which received majority
support, we may abstain or vote against specific
proposals or board members.
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Shareholders’ Rights

One share, one vote

We believe that votes at a company meeting
should be determined on the basis of ‘one
share-one vote'.

We will not support management initiatives to
create dual classes of stock, which may serve to
insulate company management from shareholder
opinion and action, or which may transfer the full
control over the company to one shareholder
disproportionally to their economic interest in the
company.

We generally support shareholder proposals to
eliminate dual class schemes and will not support
cumulative voting proposals or the introduction of
double voting rights. For newly listed companies, a
sunset provision should be included in future
governance plans that would seek to eliminate
preferential voting rights after a set period of time.

Additional shareholder rights

We generally support resolutions which are
designed to provide additional rights to sharehold-
ers. We will support shareholder proposals to
reduce supermajority voting limits and support
proposals calling for confidential voting.

We may support proposals that allow shareholders
to act by written consent and which give the right
to shareholders to call a special meeting, provided
they are not overly restrictive.

Poison pills

We are not supportive of anti-takeover mecha-
nisms as they undermine shareholders’ rights to
make a decision over their own investments.

We believe that poison pills should be voted on by
shareholders, and we will generally support
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attempts to bring them before a shareholder vote.
We may also elect not to support directors who
implemented a poison pill or changed the compa-
ny’s bylaws without seeking prior shareholder
approval.

Similarly, we generally do not support any
proposals which authorize the issuance of new
stock without defined terms or which have
conditions that are intended to thwart a take-over
or restrict effective control by shareholders.

Disclosure

Companies should act and disclose information to
their shareholders in a manner as transparent as
possible.

We expect companies to disclose any relevant
materials ahead of a general meeting, allowing
sufficient time for shareholders to review, analyze
and engage upon the information disclosed.

In certain instances when we do not have enough
information, we may abstain from voting or vote
against a particular proposal.

Bundled items

In addition to providing transparent explanations
with sufficient time ahead of a general meeting,
companies are expected to submit resolutions on
an individual basis and not to bundle items under
one resolution. The practice of combining
resolutions leaves shareholders with an all-or-
nothing choice.

We will generally vote against proposals which
bundle several voting items under one when we

have concerns regarding at least one of the items.

Capital

Capital allocation

One of the key responsibilities of the Board is to
allocate capital appropriately in order to grow the
company'’s business and create value for both its
shareholders and other stakeholders.

We pay particular attention to the Board'’s ability
to allocate capital well and may vote accordingly
when we see that this is not the case.

Share issuances

Any new share issuance should require share-
holder approval. We will support only reasonable
share issuance authorities that would not lead to
significant dilution for existing shareholders.

We will generally only support requests for
issuance of equity capital up to an aggregate
maximum of 20% of existing share capital, of
which up to 10% may be issued without
pre-emption rights.

If the entire issuance without pre-emption rights
has been used in the previous year, and an
additional 10% of existing share capital is
requested, we will not support the issuance. In
specific circumstances we may approve a share
specific circumstances, including emergency
capital raising aimed at stabilizing the company.

Similarly, we will only support reasonable
authorities for the issuance of convertible

instruments.

Any new debt demand will also be closely
monitored, and we will generally sanction any
potential excessive increase in debt where there
is insufficient justification, particularly where
convertible instruments may lead to dilution for
existing equity shareholders and which exceeds
our 20% limit for equity issuance.

Share buy-backs

We will typically support company proposals to
implement a share buyback program. Ideally
share buy-back proposals should lead to
cancellation of the shares, to prevent re-issue
without authority from shareholders.

Mergers, acquisitions, asset disposals

Each will be considered and reviewed on a
case-by-case basis, with a decision taken based
upon whether value is being created for share-
holders and if the transaction proposed has
strategic merit for the company.

Based on our research and analysis, we may then
elect to support transactions which increase
shareholder value in the longer term, and in some
cases may vote against proposals that do not.

Dividend policy

We will generally support management proposals
to approve the dividend unless we have concerns
regarding the overall level set for payment, or
balance between return for shareholders and
future capital investment.




Audit and Risk Oversight

Board Oversight

The Board is responsible for the company’s audit
and risk structure. It is therefore vital that the
Board appoints an Audit/Risk Committee.

The Audit/Risk Committee has a key role, with
direct responsibility for the integrity of financial
statements, audit quality and robustness of
internal controls. Thus, objectivity, independence
and accounting, audit, and financial expertise is
crucial.

We therefore expect at least two-thirds of the
non-executive directors serving on this committee
to be regarded as independent. However for UK
companies, we expect the entire committee to be
comprised of independent directors. If this is not
the case, we may vote against the election of a
non-independent director who is a member of the
audit committee.

We expect financial institutions to have a separate
risk committee.

Internal audit

Companies should have a robust internal audit
system with a clear process to identify any
potential risks and to manage these risks. We
expect companies to have a transparent internal
risk reporting process.

External or statutory auditor

Companies should appoint independent external
auditors to review the financial statements and
accounts. We will support the appointment by the
Board of external auditors if we believe auditors
are competent and professional, subject to
periodic review.

Where it is identified that the external audit
company has failed to raise pertinent issues or is
under investigation for misstatements, we may not
approve their re-appointment.
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If a company does not rotate the audit partner in
line with national best practice requirements, then
we may elect to vote against the Chair of the audit
committee. We may also vote against the Chair of
the audit committee of UK companies when the
audit services have not been put to tender after
10 years.

For Japanese companies, we will vote against the
appointment of the internal or non-independent
outside statutory auditor if less than half of the
statutory auditors are classified as independent.

Transparency and financial reporting

Where a company does not provide their report
and accounts signed off as complete by a
qualified auditor ahead of the general meeting, we
may decide not to support any proposal to
approve the company'’s financial statements.

Should the company receive a qualified opinion of
the report and accounts, we expect the company
to provide a full and satisfactory explanation.

If this is not the case, we may vote against any
proposals to approve the report and accounts, the
associated discharge of directors or nomination of
members of the audit committee.

Remuneration of auditors

We may not support the re-appointment of
auditors or approval of auditor remuneration where
the total level of non-audit fees exceeds audit-re-
lated fees for the second successive year without
a valid explanation.

Renumeration

General
principles

Fundamental to all schemes and pay structures
is the underlying principle that compensation
should be aligned with the performance, the
strategy of the company and the outcomes for
shareholders.

Companies should seek to design their remuner-
ation policies and practices in @ manner that suits
the needs of the company given the sector and
business environment it operates in.

We do not require companies to automatically
adopt the same approach as peers and will not
automatically penalize companies that implement
structures that differ from market practice, but
have a preference for simple, concise and
transparent pay schemes.

Where remuneration practices differ substantially
from usual standards, we expect a company to
provide a clear explanation of how the structure
is in shareholders’ long-term economic interests.

We expect companies to:

= |nclude both short- and long-term elements in
respect of any variable awards. The expected
final value of long-term awards granted should
exceed those of short-term awards;

= Encourage a long-term perspective, with
adequate vesting/deferral periods and
shareholding requirements. The measurement
period for the long-term bonus element should
be at least three years, with executives
encouraged to hold shares for a further period,
particularly for those in the financial sector;

= |nclude stretching performance hurdles that
are designed to promote sustainable value
creation in line with the strategy of the
company, which are not based solely on
financial or accounting ratios;

= Enable the remuneration committee sufficient
flexibility to make adjustments as a result of
unintended outcomes from plans;

= |mplement a scheme with only one long-term
element;

= Avoid retention awards or appointment
inducements where possible, and in the event
that these are granted, provide a clear
explanation as to the justification;

= Explain where discretion has been used to
adjust awards upwards or downwards based
upon company performance.

When determining if we will support a remunera-
tion scheme, we will evaluate the above criteria
and the overall approach to compensation taken
by the company. Where we identify concerns, we
may not support a remuneration scheme.

Common reasons for this include:

= When we identify a misalignment either during
the reporting year or over a period of time
between maximum remuneration outcomes
and company performance;

= When the company has not clearly outlined
the correlation between the remuneration
scheme and shareholder value;

= |f a salary increase has been awarded of
greater than 10% without a reasonable
explanation;

= When disclosure is less than market best
practice, including where the company
requests permission not to disclose individual
director's remuneration;

= Where the company uses discretion in
awarding a one-off variable pay award without
sufficient explanation;

= Where the company has not disclosed a
sufficient explanation for a retention or
recruitment payment, or where a recruitment
payment is not performance based;

= |f we determine that remuneration is high in
relation to peers without appropriate rationale
or explanation, including the selection and
appropriateness of the company’s selected
peers;

= When vesting conditions are not deemed
appropriate or sufficiently challenging;

= Where no mention of the use of performance
criteria for the vesting of long-term awards is
provided or the company states there will not
be any disclosure of performance criteria;

= |n situations where the long-term incentive
plan allows for re-testing, or the company
amends performance criteria retrospectively
during the term of the scheme;

= Where less than 50% of a long-term incentive
award is subject to performance conditions, or
has a total vesting period of less than 3 years;

= |f the company has used a benchmarking
exercise as a reason to raise the pay of
executives without wider explanation;

= When the salary of an incoming chief
executive is positioned higher than that of their
predecessor without an adequate explanation;
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= |f the company does not respond to
shareholder concerns that have been raised in
a previous vote upon remuneration;

= Where we identify that a material ESG failing
has not been taken into account by the
company during the awarding of incentive
awards.

= Pension contribution rates exceed 30% of
fixed salary, particularly where the company
has not outlined a policy to align pension
contributions with the wider workforce:

= When multi-year guarantees for salary
increase, bonuses or equity compensation
have been provided;

= |n markets where clawback policies are best
practice, we may vote against any scheme
where a clawback provision is not part of the
remuneration scheme.

Application of this requirement is for the follow-
ing markets: Austria, Canada, Denmark,
Germany, Greece, Israel, Italy, Netherlands,
Spain, Switzerland, UK, USA.

Pay quantum

When determining the level of overall compensa-
tion to be paid to executives, the compensation
committee should:

= Set the appropriate level of pay that is required
to attract, retain and reward competent
directors and executives who are fundamental
to the long-term sustainable growth of the
company, avoiding excessive awards;

= Disclose when remuneration consultants have
been used, including the cost of retaining such
services;

= Only use benchmarking to establish a frame of
reference for what competitors are paying,
rather than as a mechanism for matching pay
to peers;

= Select peers that are broadly comparable to
the company;

= Factor in the relative remuneration of the wider
workforce when determining quantum levels
for the CEO.

Remuneration committee

We expect the Board to appoint a specific
committee to manage the compensation
approach of the company.

The remuneration committee should be com-
prised only of non-executive directors, and we
will generally not support the election of an
executive director who serves on this committee.

A majority of the non-executive directors serving
on the committee should be regarded as
independent, as per the UBS independence
criteria. However, for UK companies, we expect
the entire committee to be comprised of inde-
pendent directors, in line with best practice.
Where a company has received greater than
20% of votes against their remuneration votes in
two consecutive years, we may seek to vote
against the Chair of the remuneration committee
if the company has made no commitment to
make positive changes during that time.

We expect a remuneration committee to take
into account shareholder feedback and previous
voting results, and to re-evaluate remuneration
plans that did not receive positive shareholder
support.

Disclosure

We apply market-level nuances around the level
of disclosure we require and will not support
remuneration schemes that do not meet at least
market-standard practice.

Performance conditions

We would expect a majority of the compensation
package to be attached to stringent performance
conditions tied to the strategy of the business,
with an appropriate balance between fixed and
variable elements, between short and long-term
incentives, and between financial and non-finan-
cial elements (such as ESG metrics).

Where the committee has used metrics that are
subject to a qualitative assessment, we expect
an explanation from the remuneration committee
on how this has been determined. We will take
into consideration industry best practice when
determining the appropriate mix of performance
conditions in the compensation package, as
some industries and regions may have different
standards.

Tax treatment depends on the individual circumstances of each client and may be subject to change in the future. This material does not contain tax
advice of any kind. Any tax related general information provided with this material is not a substitute for comprehensive individual tax advice. You should
consult with a professional tax advisor as you deem necessary.
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Share awards and stock plans

Where a company is seeking to introduce a
restricted stock plan in lieu of a traditional
long-term incentive plan (LTIP), we will review
the specific terms of each proposal on a case-
by-case basis and expect a company to provide
a clear and justified explanation for the adoption
of the new approach.

We may not support a plan that utilizes restricted
stock units (RSUs) in the following circumstances:

= When the company is moving towards a
100% RSU grant and the award discount is
less than 50% of the equivalent LTIP value;

= The total vesting and holding period is less
than b years in total;

= The shareholding requirement for the CEO is
less than 200% of salary.

Where we determine that company and/or
management’s performance has not been
satisfactory, we may object to the issuance of
additional shares for the purposes of executive
remuneration, such that management is reward-
ed for poor performance or further entrenches its
position.

We will also closely monitor the level of share
awards granted to executive directors and may
not support overly dilutive plans.

We would generally support employee share
plans unless company disclosure is insufficient
for shareholders to make an informed decision, if
dilution is outside reasonable limits or should the
grant conditions be unsatisfactory.

New joiner awards/golden parachutes
Golden parachutes will be closely scrutinized,
and we will look at the company'’s history of
compensation policies as well as management’s
performance. We would expect these plans to
have double trigger conditions and not to allow
automatic vesting or tax gross-ups.

We will generally only support directors being
granted share awards when joining a new
company provided that these have been issued
on a like-for-like basis of awards foregone at a
previous company.

Stock option grants should not be open to
retesting or awarded at a discount. In order to
increase reporting transparency, we believe stock
options should be expensed.

Non-executive directors’ remuneration
Non-employee or non-executive compensation
should be paid via a cash salary. In the event that
a company elects to grant shares, to non-execu-
tives as part of the fee, such awards should not
be linked to specific performance conditions, and
such shares should vest immediately, in order to
maintain the independence and objectivity of the
recipient.

Windfall gains

Companies should take particular care when
implementing a new remuneration scheme
during a period of material short-term market
price fluctuations.

In such circumstances, the company should give
careful consideration to the price at which shares
are being issued as part of incentive plans.

We may elect not to support the remuneration
report, or specific incentive plans, when there
has been a material fall in the share price and
share awards have not been reduced to compen-
sate for the effects of windfall gains.

Frequency

Compensation plans should be kept simple and
put to a shareholder vote on a regular basis,
preferably annually.



Environmental and Social Matters

Board
oversight
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Environmental, social and corporate governance
risks can lead to a material impact on the reputa-
tion and/or financial stability of a company. It is
therefore important that the Board has a robust
policy and control process in place to identify and
manage such risks.

The Board should ensure that it has clear over-
sight and working knowledge of these issues, to
enable the company to fully assess and manage
the impacts of these factors on its business
strategy. We are generally supportive of the
creation of a specific committee on the Board to
oversee sustainability risks and opportunities.

Environmental and social issues may not be topics
which are presented to shareholders for approval
at general meetings. However, we will seek to
discuss such topics during our meetings when
engaging with companies, where we believe they
may have a material impact on the investment
value.

Our approach to reviewing ESG-related

voting proposals

In determining our voting actions on social and

environmental proposals, the following factors are

considered regarding proposals by both compa-

nies and shareholders:

= Whether the proposal itself is well framed and
reasonable. including details of why the
proponent filed the proposal;

= Whether adoption of the proposal would have
either a positive or negative impact on the
company'’s short- term or long-term share
value;

= Whether the company has already responded
in some appropriate manner to the request
embodied in a proposal, or has announced
plans to do so;

= What other companies have done in response
to the issue including how the company
currently compares to their industry and
regional peers;

= Whether implementation of the proposal is
likely to achieve the objectives sought in the
proposal;

= Any insights gathered from our engagement;

= What is the potential reputational risk to the
company in adopting the proposal.
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Voting proposals related to ESG factors
We may vote in favor of proposals that seek to
promote good corporate citizenship and strong
environmental practices, while enhancing long-
term shareholder and stakeholder value.

The analysis of material sustainability and/or ESG
considerations can include many different aspects,
including, for example, the company’s carbon
footprint, employee health and well-being, supply
chain management, fair customer treatment and
governance processes of a company.

We will generally support resolutions seeking the

following actions:

= Requests to provide disclosure on the
company'’s sustainability/environmental
policies;

= Reporting in line with EEO-1 guidelines of
breakdown of workforce by gender and
ethnicity guidelines (US companies), or any
other legally permissible proposal for diversity
disclosure;

= Publication of a specific human rights risk
assessment across the business and details of
improvements to human and labor rights
standards and/or policies;

= Reporting on company policies and
implementation practices related to
biodiversity, including deforestation;

= Provision of a report or summary giving a
breakdown of global median gender pay gap
across the workforce.

Corporate lobbying

In general, we will support resolutions seeking
greater transparency on company lobbying, except
where covered by existing legislation and where
the company meets such regulation, unless there
is a direct reputational risk. We will not support
resolutions where the company’s current reporting
meets industry and regional standards.

We will generally support shareholder proposals
seeking greater transparency on the company’s
industry association participation.

For UK listed companies we may support propos-
als put forward by companies to make contribu-
tions to industry associations that fall under the

technical scope of EU legislation, provided that a
defined materiality threshold and limit has been
disclosed, in line with market practice.

Political donations

We will generally not support company proposals
allowing companies to make political donations
and will support shareholder proposals requiring
companies to be transparent concerning such
donations.

Human and labor rights

We expect companies to align with the principles
outlined in the ILO Declaration on Fundamental
Principles and Rights at Work (1998) (as amend-
ed in 2022).

Voting proposals related to environmental
policies, disclosures and risks

We are supportive of the Paris Agreement and the
commitment to limit global warming to 1.5°C. We
expect companies to have a strategy for reducing
carbon emissions, to be clear about targets and
goals, and to report on progress.

We will generally support:

= Proposals that require companies to report to
shareholders, at a reasonable cost and
excluding proprietary data, information
concerning their potential liability from
operations that contribute to climate change,
their policy on climate risks and opportunities
and specific targets to reduce emissions
(where such targets are not overly restrictive);

= Proposals that require, or request, information
regarding an issuer’s adoption of, or
adherence to, relevant norms, standards,
codes of conduct or universally recognized
international initiatives, including the
recommendations of the Financial Stability
Board's Task Force on Climate Related
Financial Disclosures (TCFD).

In the following circumstances, we may choose

not to support specific proposals:

= When the issue(s) presented in the proposal
are more appropriately or effectively dealt with
through legislation or government regulation;

= When the company has already responded in
an appropriate and sufficient manner in
previous years and the requirements are
duplicative of existing reporting;

= Where the proposal request is unduly
burdensome or overly prescriptive.

Say on climate

Companies should consider putting forward a vote
for shareholders on the company’s climate-related
strategy at least once every three years.

Where this is the case, we will evaluate such

proposals against the following six key factors:

= Climate governance, such as board and
management skillset, accountability and
incentivization through links to remuneration;

= Target setting, with an expectation of a
net-zero ambition and interim targets;

= Quality of the company’s decarbonisation
strategy as assessed against sector best
practices;

= Net-zero performance alignment, including
stretch and scope of targets against
recognized benchmarks;

= Lobbying & policy engagement;

= Use of offsets.

We may choose to vote against the Board
Chairman of a company when we determine that
sufficient progress has not been made on specific
topics raised during our engagement with
companies, particularly in relation to climate
change matters discussed as part of our climate
related engagement program.
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General Corporate Governance Matters

Country or regional jurisdiction Articles of association
Where management has chosen to request the We will generally not support a resolution when a
approval of shareholders to change the state or lack of disclosure results in shareholders not being
country of incorporation of the company, we will able to make an informed voting decision.
consider the background of the proposal and
background to the change. Virtual shareholder meetings

We will not support proposals to hold shareholder
If we consider the move is motivated solely to meetings that are exclusively virtual, unless the
entrench management or restrict effective company explicitly states that this authority will be
corporate governance, we may not support the used only in exceptional circumstances.
request.

Other proposals
Financial assistance and related party We will review shareholder proposals not covered
transactions elsewhere in this policy on a case-by-case basis
We will generally not support management and may choose to support a resolution raised if
proposals seeking to provide financial assistance we believe it to be in our client’s interests. We
to specific third-party linked entities, unless a clear ~ may choose not to support proposals that are too
rationale has been provided. binding, or which may restrict management's

ability to find an optimal solution.
We will sanction related party transactions that are
not in line with shareholders’ interests and/or
when disclosure is below best market practice.
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