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Board of Directors

Director and Supervisory Board Member Elections

Discussion

Current Public Fund Advisory Services Policy: ‘New Public Fund Advisory Services Policy:

Many investors believe that long tenure on a board can, in some Many investors believe that long tenure on a board can, in some
circumstances, lead to a sense of identification with the company and the circumstances, lead to a sense of identification with the company and the
interests of its management team which can damage a director's interests of its management team which can damage a director's
independence, even in the absence of a formal transactional or professional  |independence, even in the absence of a formal transactional or professional
relationship between the director and the company. Listing rules in both Hong |relationship between the director and the company. Listing rules in both Hong
Kong and Singapore have recently been amended to provide that where a Kong and Singapore have recently been amended to provide that where a
director designated as independent has served on the board for more than director designated as independent has served on the board for more than
nine years, the company should provide the reasons why the board considers |nine years, the company should provide the reasons why the board considers
such director to still be independent — in effect, creating a rebuttable such director to still be independent — in effect, creating a rebuttable

presumption that independence will be affected by long tenure. In Hong Kong |presumption that independence will be affected by long tenure. In Hong Kong
and Singapore, Public Fund Advisory Services would classify an "independent |and Singapore, Public Fund Advisory Services would classify an "independent
non-executive director" as non-independent if such director has served on the |non-executive director" as non-independent if such director has served on the
board for more than nine years, where the board either fails to provide any board for more than nine years. In Hong Kong, the classification of a director is
reason for considering the director to still be independent, or where the stated [also contingent upon the board's failure to provide any justification for the

reasons raise concerns among investors as to the director’s true level of director's continued independence status or on the fact that the stated reasons|
independence. In other markets as applicable, Public Fund Advisory Services |raise concerns among investors as to the director’s true level of independence.

may classify non-executive board members with long-tenures as non- In other markets as applicable, Public Fund Advisory Services may classify non-

independent directors, despite such directors being considered independent |executive board members with long-tenures as non-independent directors,

by the company. despite such directors being considered independent by the company.
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Rationale for Change:

The Hong Kong Corporate Governance Code was amended in December 2021 to update the provisions in the areas of company culture, board independent and refreshment,
diversity, communications with shareholders, and ESG. As part of the amendment to the Code, with effect for the financial year commencing on or after Jan. 1, 2023, where
all the independent non-executive directors of an issuer have served more than nine years on the board, the issuer should:

= disclose the length of tenure of each existing independent non-executive director on a named basis in the circular to shareholders and/or explanatory statement
accompanying the notice of the annual general meeting; and
=  appoint a new independent non-executive director on the board at the issuer's next annual general meeting.

The language update will be amended to reflect the added provisions in the Hong Kong Corporate Governance Code applicable to companies that have all their independent
non-executive directors serving for more than nine years.
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Board Diversity - Canada - Ethnic Diversity
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New Public Fund Advisory Services Policy:

Current Public Fund Advisory Services Policy:

For meetings on or after Feb. 1, 2024, for companies in the S&P/TSX Composite
Index, generally vote against or withhold from the Chair of the Nominating
Committee or Chair of the committee designated with the responsibility of a
nominating committee, or the Chair of the board of directors if no nominating

For companies in the S&P/TSX Composite Index, generally vote against or
withhold from the chair of the nominating committee or chair of the committee
designated with the responsibility of a nominating committee, or the chair of the
board of directors if no nominating committee has been identified or no chair of

committee has been identified or no chair of such committee has been such committee has been identified, where:
identified, where the board has no apparent racially or ethnically diverse
members®. An exception will be made if there was racial and/or ethnic diversity
on the board at the preceding annual meeting and the board makes a firm public
commitment to appoint at least one racial and/or ethnic diverse member at or

prior to the next AGM.

=  The board has no apparent racially or ethnically diverse members¢; and

=  The company has not provided a formal, publicly-disclosed written
commitment to add at least one racially or ethnically diverse director at or
prior to the next AGM.

Evaluate on a case-by-case basis whether against/withhold recommendations
are warranted for additional directors at companies that fail to meet the policy
over two years or more.

Evaluate on a case-by-case basis whether against/withhold recommendations
are warranted for additional directors at companies that fail to meet the policy
over two years or more.

Footnotes: Footnotes:

6Aggregate diversity statistics provided by the board will only be considered if specific to
racial and/or ethnic diversity. Racial and/or Ethnic Diversity is defined as: Aboriginal
peoples (means persons who are Indigenous, Inuit or Métis) and members of visible
minorities (means persons, other than Aboriginal peoples, who are non-Caucasian in race
or non-white in colour). Employment Equity Act (S.C. 1995, c. 44) https://laws-
lois.justice.gc.ca/eng/acts/E-5.401/section-3.html

6Aggregate diversity statistics provided by the board will only be considered if specific to
racial and/or ethnic diversity. Racial and/or Ethnic Diversity is defined as: Aboriginal
peoples (means persons who are Indigenous, Inuit or Métis) and members of visible
minorities (means persons, other than Aboriginal peoples, who are non-Caucasian in race
or non-white in colour). Employment Equity Act (S.C. 1995, c. 44) https://laws-
lois.justice.gc.ca/eng/acts/E-5.401/section-3.html

Rationale for Change:

The introduction of this policy was announced in 2022, with a grace period of one year to February 2024. This year's proposed change removes the transition language and
also introduces mitigation based on a publicly disclosed commitment to add at least one racially or ethnically diverse members at or prior to the next AGM.

The background to the policy is that in 2020, Canada broadened disclosure requirements on board diversity for publicly traded corporations beyond gender, mandating
businesses to report on each of our employment equity groups (i.e., women, visible minorities, Indigenous peoples and persons with disabilities) through new requirements
introduced to the Canada Business Corporations Act in Bill C-25. These measures aim to foster diversity at the highest levels of corporate leadership in Canada, improve
shareholder democracy, and drive shareholder value through better transparency.
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Distributing corporations established under the CBCA are required to disclose to their shareholders (through their proxy circulars) and to Corporations Canada information
regarding the diversity of their boards and senior management. The disclosure must include the representation of various designated groups on the board and among senior
management. These designated groups include women, Indigenous peoples (First Nations, Inuit and Métis), persons with disabilities and members of visible minorities. In
addition, the CBCA requires distributing corporations to disclose whether they have a diversity and inclusion policy, and if not, to provide an explanation why not. This
"comply or explain" approach is not prescriptive but is intended to foster a dialogue between distributing corporations and their shareholders, increase corporate
transparency and support the push for increased diversity on boards and in senior management.

Based on the proxy circulars filed in 2020, the Government of Canada identified 669 distributing corporations which were required to disclose diversity information. Of these
distributing corporations, the proxy circulars of 469 companies were reviewed and 85.9 percent contained information on diversity, and also concluded that there continues
to be ongoing challenges in getting a complete picture of diversity because the CBCA and related regulations do not specify how distributing corporations should disclose this
information. To better support corporations, in early 2021, Canadian guidelines were published to help and encourage distributing corporations to disclose their diversity
information annually in a more consistent manner, and the consistency in disclosure will ensure that diversity information can be collected and analyzed in a consistent way
and enable a sound year-over-year analysis that will foster steady progress toward more diverse corporate leadership. As a result of the diversity disclosure requirements
and industry awareness-raising activities, distributing corporations were more aware of their filing requirements in 2021 than they were in 2020. In 2021, an average of 13
percent of the required diversity information disclosed by distributing corporations was incomplete, missing or not provided in a standardized way.

During the 2021 Canadian roundtable discussions, the vast majority of our clients had the shared view that boards should aim to reflect the company's customer base and
the broader societies in which they operate by including directors drawn from racial and ethnic minority groups, and also widely supported the expectation for disclosure
from companies on racial/ethnic diversity at the board level, and that all companies should disclose this information to the fullest extent possible. In addition to the
information referenced above, the implementation of this policy will allow the Canadian S&P/TSX Composite Index policy to align more closely to the US Policy for Russell
3000 and/or S&P 1500 indices on racial/ethnic diversity.

https://www.ic.gc.ca/eic/site/cd-dgc.nsf/eng/cs08317.html
https://www.bennettjones.com/Blogs-Section/Government-of-Canada-Publishes-First-Report-on-Diversity-Disclosure
https://www.ic.gc.ca/eic/site/cd-dgc.nsf/eng/cs09445.html

WWW.ISSGOVERNANCE.COM 6 of 7



http://www.issgovernance.com/
https://www.ic.gc.ca/eic/site/cd-dgc.nsf/eng/cs08317.html
https://www.bennettjones.com/Blogs-Section/Government-of-Canada-Publishes-First-Report-on-Diversity-Disclosure
https://www.ic.gc.ca/eic/site/cd-dgc.nsf/eng/cs09445.html

INTERNATIONAL ISS b
2024 PUBLIC FUND PROXY VOTING GUIDELINES UPDATES

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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