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Executive and Director Compensation

Criteria for Evaluating Executive Pay

Problematic Pay Practices
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Current Catholic Advisory Services Policy:

Problematic pay elements are generally evaluated case-by-case considering the
context of a company's overall pay program and demonstrated pay-for-
performance philosophy. The focus is on executive compensation practices that
contravene the global pay principles, including:

=  Problematic practices related to non-performance-based compensation
elements;

= Incentives that may motivate excessive risk-taking or present a windfall risk;
and

= Pay decisions that circumvent pay-for-performance, such as options
backdating or waiving performance requirements.

The list of examples below highlights certain problematic practices that carry
significant weight in this overall consideration and may result in adverse vote
recommendations:

= Repricing or replacing of underwater stock options/SARs without prior
shareholder approval (including cash buyouts and voluntary surrender of
underwater options);
=  Extraordinary perquisites or tax gross-ups);
= New or materially amended agreements that provide for:
=  Excessive termination or CIC severance payments (generally exceeding 3
times base salary and average/target/most recent bonus);
=  CIC severance payments without involuntary job loss or substantial
diminution of duties ("single" or "modified single" triggers) or in
connection with a problematic Good Reason definition;
= CIC excise tax gross-up entitlements (including "modified" gross-ups);
= Multi-year guaranteed awards that are not at risk due to rigorous
performance conditions;

New Catholic Advisory Services Policy:

Problematic pay elements are generally evaluated case-by-case considering the
context of a company's overall pay program and demonstrated pay-for-
performance philosophy. The focus is on executive compensation practices that
contravene the global pay principles, including:

=  Problematic practices related to non-performance-based compensation
elements;

= Incentives that may motivate excessive risk-taking or present a windfall risk;
and

=  Pay decisions that circumvent pay-for-performance, such as options
backdating or waiving performance requirements.

The list of examples below highlights certain problematic practices that carry
significant weight in this overall consideration and may result in adverse vote
recommendations:

= Repricing or replacing of underwater stock options/SARs without prior
shareholder approval (including cash buyouts and voluntary surrender of
underwater options);
= Extraordinary perquisites or tax gross-ups);
= New or materially amended agreements that provide for:
=  Excessive termination or CIC severance payments (generally exceeding 3
times base salary and average/target/most recent bonus);
=  CIC severance payments without involuntary job loss or substantial
diminution of duties ("single" or "modified single" triggers) or in
connection with a problematic Good Reason definition;
= CIC excise tax gross-up entitlements (including "modified" gross-ups);
= Multi-year guaranteed awards that are not at risk due to rigorous
performance conditions;
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= Liberal CIC definition combined with any single-trigger CIC benefits;

= |nsufficient executive compensation disclosure by externally-managed
issuers (EMIs) such that a reasonable assessment of pay programs and
practices applicable to the EMI's executives is not possible;

= Severance payments made when the termination is not clearly disclosed as
involuntary (for example, a termination without cause or resignation for
good reason);

= E&S Incentives: A lack of any LTI and STI performance metrics and/or a lack
of disclosure on LTI and STI performance metrics related to E&S criteria.

= Any other provision or practice deemed to be egregious and present a
significant risk to investors.

The above examples are not an exhaustive list. Please refer to the U.S.
Compensation Policies FAQ document for additional detail on specific pay
practices that have been identified as problematic and may lead to negative vote
recommendations.

= Liberal CIC definition combined with any single-trigger CIC benefits;

= |nsufficient executive compensation disclosure by externally-managed
issuers (EMlIs) such that a reasonable assessment of pay programs and
practices applicable to the EMI's executives is not possible;

= Severance payments made when the termination is not clearly disclosed as
involuntary (for example, a termination without cause or resignation for
good reason);

=  E&S Incentives: A lack of any LTI and STI performance metrics, incentives,
and/or a lack of disclosure on LTI and STI performance metrics related to
E&S criteria.

= Any other provision or practice deemed to be egregious and present a
significant risk to investors.

The above examples are not an exhaustive list. Please refer to the U.S.
Compensation Policies FAQ document for additional detail on specific pay
practices that have been identified as problematic and may lead to negative vote
recommendations.

Rationale for Change:

Investors are increasingly concerned about ESG risks as a corporate governance issue and over the past few years, ESG metrics have been increasingly used to evaluate
company performance. Over the past three years, there have been some shareholder proposals raised requesting the feasibility of incorporating ESG metrics into the
company's compensation program, but beyond that, for some investors, there is has been increased interest in incorporating ESG risks and E&S metrics as part of their
sustainable investment strategy. According to some investors, incorporating ESG risks and E&S metrics into executive compensation presents an opportunity for companies
to signal to investors their commitment to long-term shareholder value, sustainability, and financial performance.

During 2023 Specialty Roundtable discussions and in the previous 2022 Specialty Roundtable conversations, investors insisted that ESG is a material governance concern and
therefore should be used as a compensation metric. Additionally, investors asserted the importance of evaluating board responsiveness to ESG concerns. Clients asked for
meaningful and effective metric disclosure that will promote increased E&S focus in the long term while continuing to accurately award compensation to directors. Flagging
company disclosure on specifically LTI performance metrics concerning ESG topics in executive compensation has brought greater attention to the value of E&S issues.
Further expanding the evaluation of the scope of STl and LTI performance metrics disclosure to STl and LTI performance incentives can pave the path forward toward the
variety of ways to measure that performance, whether that be a modifier, weighted metric, sub-metric, or general consideration.
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Shareholder Proposals on Compensation

Severance Agreements/Golden Parachutes
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Current Catholic Advisory Services Policy:

Catholic Advisory Services Recommendation: Vote for shareholder proposals
requiring that golden parachutes or executive severance agreements be
submitted for shareholder ratification, unless the proposal requires shareholder
approval prior to entering into employment contracts.

New Catholic Advisory Services Policy:

Catholic Advisory Services Recommendation: Vote case-by-case on shareholder
proposals requiring that executive severance (including change-in-control
related) arrangements or payments be submitted for shareholder ratification.

Factors that will be considered include, but are not limited to:

=  The company’s severance or change-in-control agreements in place, and the
presence of problematic features (such as excessive severance entitlements,
single triggers, excise tax gross-ups, etc.);

= Any existing limits on cash severance payouts or policies which require
shareholder ratification of severance payments exceeding a certain level;

=  Any recent severance-related controversies; and

= Whether the proposal is overly prescriptive, such as requiring shareholder
approval of severance that does not exceed market norms.

Rationale for Change:

The current policy is being updated to reflect Catholic Advisory Services' case-by-case approach when analyzing shareholder proposals requiring that executive severance
arrangements or payments be submitted for shareholder ratification. The updated policy (i) harmonizes the factors used to analyze both regular termination severance as
well as change-in-control related ("golden parachute") severance; and (ii) clarifies the key factors considered, including the company's existing severance provisions and
whether the company has already implemented adequate safeguards against the potential for problematic or excessive severance.
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We empower investors and companies to build for long-term and sustainable growth by
providing high-quality data, analytics, and insight.

GET STARTED WITH ISS SOLUTIONS
Email sales@issgovernance.com or visit www.issgovernance.com for more information.

Founded in 1985, Institutional Shareholder Services group of companies (ISS) empowers investors and companies to build for long-term and sustainable growth by providing
high-quality data, analytics and insight. ISS, which is majority owned by Deutsche Bourse Group, along with Genstar Capital and ISS management, is a leading provider of
corporate governance and responsible investment solutions, market intelligence, fund services, and events and editorial content for institutional investors and corporations,
globally. ISS’ 2,600 employees operate worldwide across 29 global locations in 15 countries. Its approximately 3,400 clients include many of the world’s leading institutional
investors who rely on ISS’ objective and impartial offerings, as well as public companies focused on ESG and governance risk mitigation as a shareholder value enhancing
measure. Clients rely on ISS’ expertise to help them make informed investment decisions. This document and all of the information contained in it, including without
limitation all text, data, graphs, and charts (collectively, the "Information") is the property of Institutional Shareholder Services Inc. (ISS), its subsidiaries, or, in some cases
third party suppliers.

The Information has not been submitted to, nor received approval from, the United States Securities and Exchange Commission or any other regulatory body. None of the
Information constitutes an offer to sell (or a solicitation of an offer to buy), or a promotion or recommendation of, any security, financial product or other investment vehicle
or any trading strategy, and ISS does not endorse, approve, or otherwise express any opinion regarding any issuer, securities, financial products or instruments or trading
strategies.

The user of the Information assumes the entire risk of any use it may make or permit to be made of the Information.

ISS MAKES NO EXPRESS OR IMPLIED WARRANTIES OR REPRESENTATIONS WITH RESPECT TO THE INFORMATION AND EXPRESSLY DISCLAIMS ALL IMPLIED WARRANTIES
(INCLUDING, WITHOUT LIMITATION, ANY IMPLIED WARRANTIES OF ORIGINALITY, ACCURACY, TIMELINESS, NON-INFRINGEMENT, COMPLETENESS, MERCHANTABILITY, AND
FITNESS for A PARTICULAR PURPOSE) WITH RESPECT TO ANY OF THE INFORMATION.

Without limiting any of the foregoing and to the maximum extent permitted by law, in no event shall ISS have any liability regarding any of the Information for any direct,
indirect, special, punitive, consequential (including lost profits), or any other damages even if notified of the possibility of such damages. The foregoing shall not exclude or
limit any liability that may not by applicable law be excluded or limited.

© 2024 | Institutional Shareholder Services and/or its affiliates
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